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APPENDIX IV

EXPERT REPORT ON POLICIES CN FOREIGN INVESTMENTS AND REPATRIATION OF
PROFITS OF GERMANY (Cont'd)

Federal Republic of Germany nor are acquisitions of German companies or businesses subject
to government approval or scrutiny, with the exception of, inter alia, according to the German
“AuBenwirtschaftsgesetz” transactions which refer to the security interests of the Federal Re-
public of Germany. Therefore inter alia transactions of german-based companies whose busi-
ness is the planning or fabrication of arms or other goods of armament can be limited.

There are in principal no provisions under German Law which set a limitation on repatriations
of profits from the Federal Republic of Germany. However the following should be noted:

Under German law dividends can only be paid to the extent that the amount of the registered
capital remains in the Company. The same applies with a view to additional contributions
which are required to compensate losses of the registered capital.

II. General Regulations concerning acquisition of german-based companies

It has to be noted, however, that the acquisition of a German company may trigger the appli-
cation of a variety of laws, regulations and rules of regulatory bodies, which are aimed at pro-
tecting the rights of parties or persons which may be affected by such acquisition and which,
generally, are aimed at maintaining the financial integrity of the target.

In addition, the EC Merger Control Regulation and the German Competition Law introduces a
system to provide a preliminary control of Mergers between Companies. The aim of these
rules is to prevent companies from obtaining or strengthening through their concentration a
dominant position as a result of which competition within the European Union would signifi-
cantly be impeded.

III.  Limitation of scope

The above is given to KNM Group Berhad in connection with the above mentioned Sale and
Purchase Agreement. This opinion is given only with respect to the laws of the Federal Re-
public of Germany.

Kind re/ge}(dy

ey

A g

Konstagtin Heitmann
Rechtsanwalt
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APPENDIX V

EXPERT REPORT ON THE FAIRNESS OF THE CASH CONSIDERATION

1J Advisory Sdn Bhd

{Company No: §45449-V)

17 March 2008

The Board of Directors
KNM Group Berhad

15 Jalan Dagang SB4/1
Taman Sungai Besi Indah
43300 Selangor

Dear Sirs,

REPORT ON THE FAIRNESS OF THE PURCHASE CONSIDERATION FOR THE
PROPOSED ACQUISITION BY KNM PROCESS SYSTEMS SDN BHD (“KNMPS”), A
WHOLLY-OWNED SUBSIDIARY OF KNM GROUP BERHAD (“KNM”) OF THE ENTIRE
EQUITY INTEREST IN BORSIG BETEILIGUNGSVERWALTUNGSGESELLSCHAFT
MBH (“BORSIG”), A COMPANY INCORPORATED IN GERMANY FOR A CASH
CONSIDERATION OF EURO 350,000,000

ZJ Advisory Sdn Bhd (“ZJ Advisory™) has been engaged by KNM to provide advisory service in connection
with the acquisition of entire equity interest in Borsig (“Proposed Acquisition™). The Proposed Acquisition
was announced on 3 March 2008.

The Board of Directors of KNM has asked for our opinion as to whether the total purchase consideration for
the Proposed Acquisition of Euro350,000,000 (Three Hundred and Fifty million in Euros) is fair from a
financial point of view.

For the purpose of providing our opinion, ZJ Advisory has reviewed an information memorandum, dated 14
November 2007, in relation to Borsig as prepared by Network Corporate Finance (“Information
Memorandum®) and the historical financial and financial projection of Borsig as disclosed in the Information
Memorandum. ZJ Advisory has also participated in discussions with certain members of the senior
management of Borsig regarding the business and prospects of Borsig. Further, we have also conducted other
analyses and examinations and considered other publicly available information as we deemed appropriate in
arriving at our opinion.

In arriving at our opinion, we have assumed that all information provided to us are true, accurate, not
misleading and complete in all respect as at the date thereof and that all information which is or may be
relevant to our engagement has been provided to us, We did not conduct any independent inquiry or
investigation to defermine the truth, accuracy or completeness of the information provided to us, nor
conducted any in-depth investigation into the business and affairs of Borsig. ZJ Advisory has not conducted a
physical inspection of the properties or assets, and has not prepared or obtained any independent evaluation or
appraisal of any of the assets or liabilities of Borsig. With respect to the financial projection, ZJ Advisory has
assumed that they have been reasonably prepared on the bases reflecting the best available estimates and
judgments of the senior management of Borsig. ZJ Advisory assumes no responsibility or liability for and
expresses no view as to such financial projections or the assumptions on which they are based. Our opinion
does not address the relative merits of the Proposed Acquisition as compared to any alternative business
strategies that might exist for KNM.
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In rendering this opinion, ZJ Adviscry has not provided legal, tax, accounting, environmental or actuarial
advice and accordingly ZJ Advisory does not assume any responsibility or liability in respect thereof.

This letter is prepared for and addressed to the Board of Directors of KNM for the purpose of the Proposed
Acquisition only and accordingly cannot be used or relied upon in any other connection or by any other
person {including without limitation any of KNM sharcholders or employees or any of its directors as
individuals). It is understood that this letter may not be relied upon by, nor be disclosed, in whole or in part, to
any third party for any purpose whatsoever. Notwithstanding the foregoing, this letter may subject to our
consent, for information purposes only, be reproduced in a circular to the shareholders of KNM if required.

2] Advisory is acting as an advisor to KNM, and will receive fees for its services, including the rendering of
this opinion. From time to time, ZJ Advisory may have also provided other services to KNM.

This letter and ZJ Advisory’s obligations to the Board of Directors of KNM hereunder shall be governed by
and construed in accordance with Malaysian law and the courts of Malaysia will have exclusive jurisdiction to

settle any disputes that may arise out of or in connection with this letter.

Based upon and subject to the foregoing, ZJ Advisory is of the opinion as at the date hereof, that the purchase
consideration of Eure350,000,000 for the Proposed Acquisition is fair from a financial point of view.

Yours Sincerely,

Poi Koon Hwee Lai Kok Peng
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LEGAL OPINION FROM HOLTERS & ELSING RECHTSANWALTE
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March 6, 2008

Legal Opinion on the ownership of title with respect to the ACQUISITION SHARES in
Germany and the enforceability of the SPA, the representations and undertakings given
by foreign counterparties under the laws of Germany

Dear Sirs

We have been asked to set out the current position under German law regarding the above
mentioned subject in connection with the proposed acquisition by KINM Process Systems
Sdn. Bhd. of a limited liability company (Gesellschafi mit beschrinkter Haftung, GmbH)
existing in Germany. Please be informed as follows:

M 10707 Berun B 40210 DosseLoorr W 60323 FrankrurT M www.hoelters-elsing.com

KUrrORSTENDAMM 185 IMMERMANNSTR. 40 FREIHERR-VOM-STEIN-STR, 24-26
Teteron (030) 8857420 Teteron (02 11) 3678 70 Teeron (0 69) 7158 80 PARTNERSCHAFT, Siz DUSSELDORF
Tererax (030) 88574220 Telerax (0211) 36787500 Telerax (069) 71688588 AG Essen PR 1347
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1.
Facts

1. We are issuing this opinion in connection with the Share Purchase Agreement dated
February 29, 2008 (hereinafter referred to as “SPA”™) with respect to the shares in
Borsig Beteiligungsverwaltungsgesellschaft mbH (hereinafter referred to as
“TARGET"”) between KNM Process Systems Sdn. Bhd. (hereinafter referred to as
“KNM”) and capiton Zweite Kapitalbeteiligungsgesellschaft mbH, Mr Konrad
Nassauer, Mr Joachim Dibner, Bischoff-Bogon Vermdgensverwaltungs KG, Mr
Michael Fix, Dr Jirgen Blum, Mr Marcus. Adebahr, Mr Carsten Birk, Mr Wolfgang
Béddicker, Mr Klaus Rateitschak, Mr Martin Krummrey, Mr Jirgen Stegger
(hereinafter altogether referred to as “SELLERS”).

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

3. For the purpose of rendering this opinion, we have examined a copy of the SPA.

4, Except for the foregoing document, for the purpose of this opinion, (i) we have not
examined any contracts, instruments, corporate books, internal, court or public
records, communications or other documents affecting the parties or the TARGET of
the SPA; (ii) made any other enquiries concerning the parties or the TARGET of the
SPA; (iii) and not undertaken any independent investigation, examination, verification
or enquiry to confirm or determine the existence or absence of any fact or facts
material to our opinion contained herein and have relied solely upon the SPA.

11.
Scope of the opinion
This opinion is given only with respect to the laws of the Federal Republic of Germany at the

date of this letter. No opinion is expressed or implied as to the laws of any other territory or
jurisdiction.
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III.
Assumptions

For the purpose of this opinion, we have assumed that:
1. All signatures on the SPA shall be genuine and authentic;

2. All necessary corporate, shareholder and other actions have been taken or will be
taken to authorize the SPA;

3. The SPA is duly authorized, executed and delivered by all parties thereio in
accordance with applicable laws;

4. Other than the law of the Federal Republic of Germany, no law of any jurisdiction
affects any. of the conclusions stated in this opinion;

5. All certifications, representations and warranties stated in the SPA are true, correct and
accurate as far as the conclusions in this opinion are affected;

6. All formalities and requirements of the laws of any relevant state (excluding the law of
the Federal Republic of Germany) and of any regulatory authority therein (excluding
the law of the Federal Republic of Germany) 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
SPA will be duly complied with and shall be in full force and effect at such time;

7. There are no contractual or similar restrictions binding the parties to the SPA which
may affect the conclusions in this opinion;

8. The constitutive documents of the TARGET will not conflict with the provisions of
the SPA.
IV,
Opinion

Based upon the foregoing and subject to the qualifications below it is our opinion that:
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1. The ownership of title to the ACQUISITION SHARES of the TARGET upon its
transfer by the SELLERS will be valid and legal and the execution, delivery and
performance of the SPA and the representations and undertakings stated in the SPA
will create valid, legal, binding and enforceable rights, duties and obligations of the
parties thereto, and are, in this respect, enforceable. The limitation of possible claims
in the SPA will be valid.

2. The choice of the law of the Federal Republic of Germany to govern the SPA will be
valid and binding under the laws of the Federal Republic of Germany and will be
recognized and given effect to in any action by the courts of the Federal Republic of
Germany. The exclusion of the effectiveness of the United Nations Convention on
Contracts for the International Sale of Goods (UN-Kaufrechr) will be valid as well.

3. The submission by the parties to the SPA for a final resolution of disputes,
controversies or claims in connection with the SPA by final arbitration in accordance
with the Arbitration Rules of the German Institution of Arbitration e.V. (Deutsche
Institution fiir Schiedsgerichtsbarkeil, DIS) will be valid and binding under the laws of
the Federal Republic of Germany and will be recognized and given effect to in any
action by the courts of the Federal Republic of Germany.

V.
Qualifications
The foregoing opinion is subject to the following qualifications:
l. The effectiveness of terms exonerating a party from liability or duty otherwise owed
may be limited to the extent that it is fraudulently concealed or the SELLERS gave a
warranty. Also in this case the limiting provisions may be effective if KNM or its

advisors have been aware of the failure;

2. An obligation that is stated to be “irrevocable” may not be construed as such by the
courts of the Federal Republic of Germany;

3. Except as expressly stated, no opinion is expressed as to matters of fact;
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All documentation filed in the courts of thé Federal Republic of Germany must be in
the German language. In case of documentation that is originally in a language other
than .G’erm'an, German 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;

If the courts of the Federal Republic of Germany decline to give an award in a foreign
currency, the award will be given in an equivalent amount in Euro;

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

The execution and delivery of the SPA and the performance of the transaction under
German law requires a notarization by a competent notary public. However, the terms
of the SPA, except of the sale and assignment of the ACQUISITION SHARES, may
be amended partly and orally by the parties, despite any provision to the contrary;

This opinion is not to be taken to imply that the courts of the Federal Republic of
Germany will necessarily grant any remedy, the availability of which is subject to
equitable considerations or which is otherwise in the discretion of the court;

The expressions “binding” and/or “enforceable™ as used herein do not mean that
liabilities created by the SPA will necessarily be enforced as a matter of course and in
all circumstances in accordance with its terms;

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

The courts of the Federal Republic of Germany may not accept the calculation of
interest due in relation to any claim where interest is regarded as punitive or onerous;

The enforceability of the SPA may be subject to rights of debtors according to the law

of the Federal Republic of Germany with respect to bankruptcy, liquidation,
insolvency and similar issues of general application affecting creditors’ rights;
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13.  Where any obligations of any person are to be performed or observed in jurisdictions
outside the Federal Republic of Germany, or by a person subject to the laws of a
jurisdiction outside the Federal Republic of Germany, such obligations may not be
enforceable under the laws of the Federal Republic of Germany to the extent that their
performance or observance would be illegal or contrary to public policy under the
laws of the Federal Republic of Germany;

14.  In proceedings before the courts of the Federal Republic of Germany, 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 SPA,;

15.  The severability of provisions in the SPA is, as a matter of the laws of the Federal
Republic of Germany, 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;

16.  The enforcement of the rights of the parties under the SPA may become time barred or
may be or become subject to defences of set-off or counterclaim depending on the
relevant facts;

17.  The effectiveness of the execution and delivery of the SPA and the performance of the
transaction are subject to an appropriate filing with and a respective amendment of the
Commercial Register;

18.  We express no opinion as to the effectiveness of any currency indemnity or other
indemnity, which may be held regarding amounts of a penalty;

19.  The Federal Republic of Germany is a civil law jurisdiction and the doctrine of stare
decisis (binding judicial precedent) is not followed.
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\% 8
Benefit of this opinion

This opinion is addressed to KNM and solely for the benefit of KINM for the inclusion in the
circular to the sharecholders of KNM or its holding company, KNM Group Berhad in
connection with the transactions contemplated under the SPA and may not be disclosed or
quoted to or relied upon by any other person or for any other purpose without our prior
written consent for each specific case. The opinion given herein is given as at the date hereof
and we do not undertake any obligation to advise KNM of any event or circumstance
occurring after the date of this letter that may vary the content or the results of this opinion.
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April 1,2008

Project "Knut": Tax Opinion on the German tax regime applicable to the dividends

and interest paid by a German company to its Malaysian shareholder and the capital

gain regime applicable to gains arising from the disposal of the sharcholding in the

German comipany

Dear Sirs,

1. Introduction

You have requested us to render an opinion with respect to certain specific German

tax aspects relating to dividends and interest paid from a German company to its Ma-

laysian sharcholder and the capital gain tax regime applicable to any gains that might

B 10707 Beru 8 40210 Dysseenanr # 60323 Frangsynr
KurrOrstenDANMKM 185 faraermarinste. 40
Teweron (D 30) 88574 20 Tegron (D2 1) 3678 70
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arise in the hand of such shareholder upon the disposal of the shareholding in the
German company.

2. Assumptions

The opinions expressed herein are based on the assumption that

- a Malaysian corporation directly owns 100% of the shares in a German limited
liability company ("GmbH" or "mbH");

- the Malaysian corporation does not hold its shares in the GmbH/mbH in a
permanent establishment or a fixed base in Germany, or in business assets for
which a permanent representative has been appointed in Germany;

- neither the Malaysian corporation nor the German GmbH/mbH is a Bank, a
Financial Services Institution, a Financial Institution, a Life and Health Insur-
ance Company or a Pension Fund,;

— the sole shareholder of the Malaysian corporation is a Malaysian listed corpo-
ration.

3. Tax Analysis
3.1 Taxation of the GmbH/mbH

3.1.1 Taxation of business profits

If a corporation has either its place of incorporation or its place of central manage-
ment in Germany and therefore is considered to be resident in Germany, it is taxed in
Germany on its world-wide income. The profits earned by a corporation {(very gener-
ally determined by the commercial accounts deducted by several non-deductable ex-
penses and tax-exempt dividends/capital gains) are subject to German corporate in-
come tax (Kdrperschafisteuer) and a solidarity surcharge (Solidaritdtszuschiag). Due
to the recent German Business Tax Reform Act 2008 (Unternehmensteuerreform
2008) effective with the beginning of January 2008 the corporate income tax rate has
been reduced and is now a uniform rate of 15% irrespective of whether profits are dis-
tributed or retained. The solidarity surcharge amounts to 5.5% on the corporate in-
come tax due.

In addition, German corporations are subject to trade tax with their income from per-
manent establishments in Germany subject to certain adjustments for trade tax pur-
poses, the trade taxable income (Gewerbeertrag). The trade tax rate depends on the
municipalities in which the corporation maintains permanent establishments. As a

ah D65894
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general rule, the effective trade tax rate varies between 14 and 17.5% for most of the
larger cities.

Thus, the overall average tax rate at the level of the corporation generally adds up to
between 29.825% and 33.325%.

3.1.2 Loss Carry-forwards

Losses suffered by a corporation may be carried-forward for an undefined period (for
corporate income tax purposes as well as for trade tax purposes). An off-set is, how-
ever, restricted with respect to the amount per year. Only EUR 1 million plus 60% of
the profit (exceeding the threshold of EUR 1 million) may be used to off-sef per year.
Therefore, 40% of the profit (exceeding the amount of EUR 1 million) are subject to
taxation even if the company has higher losses carry-forward. The amount of losses
carry-forward which cannot be set off in that year may be carried-forward for future
years.

Furthermore, for corporate income tax purpeses (not for trade tax purposes) a carry-
back of losses is possible for one year and restricted in the amount of up to
EUR 511,500.00.

Commencing January 1, 2008 there is a two-step restriction mechanism with respect
to losses carried-forward in case the shares of a corporation will be transferred. In
case of a transfer of shares or voting rights in the range between 25% and 50% the
loss carry-forward is lost on a pro-rata basis. In the case of a transfer of shares or vot-
ing rights in excess of 50% the entire loss carry-forward will be lost. Both cases, addi-
tionally, require that the shares or voting rights are transferred either (i) to one ac-
quirer only or (ii) to related parties to this acquirer within a period of five years.

3.2 Taxation of Shareholders
3.2.1 Distribution of dividends from the GmbH/mbH to its Malaysian shareholder
Domestic withholding tax

Generally, the GmbH/mbH must withhold tax on its dividend distributions at a rate of
20% plus a 5.5% solidarity surcharge thereon (in total, 21.1%).

Such withholding tax is levied and withheld irrespective of whether and to what ex-
tent the dividend distribution is taxable at the level of the shareholder and whether the
shareholder resides inside or outside Germany. Certain exceptions may apply to cor-
porations in another EU Member State to which the EU Parent/Subsidiary Directive
(90/435/EEC of July 23, 1990, as amended) applies.

alt D658%4
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For sharcholders resident in Germany (i.e., shareholders whose residence, habitual
abode, management, or domicile is located in Germany) as well as for shareholders
residing outside Germany (foreign shareholders) holding their shares in a permanent
establishment or a fixed base in Germany, or in business assets for which a permanent
representative has been appointed in Germany, the tax withheld is credited against the
sharcholders' personal income tax or corporate income tax liability. Any tax withheld
in excess of the shareholder's personal tax liability is refunded. The same principles
apply to the solidarity surcharge.

Due to the German Business Tax Reform Act 2008 (Unternehmensteuerreform 2008)
with effect as of January 1, 2009 the withholding tax rate will be increased to 25%
plus a 5.5% solidarity surcharge thereon (aggregate tax burden: 26.375%). For private
investors the German tax liability will be satisfied upon deduction of withholding tax
(Abgeltungsteuer). For corporate investors holding shares as business assets, the rules
described above shall generally continue to apply.

Foreign Shareholders: Double Tax Treaty signed between Germany and Malay-
sia

Generally

For foreign shareholders who do not hold their shares in a permanent establishment or
a fixed base in Germany, or in business assets for which a permanent representative
has been appointed in Germany, the German tax liability is satisfied upon deduction
of withholding tax. A reduced withholding tax rate may apply to dividend distribu-
tions to foreign shareholders residing in a country which has entered into a double
taxation treaty with Germany.

Double taxation treaty sipned between Germany and Malaysia

Under paragraph 3 of article 10 of the double taxation treaty signed between Germany
and Malaysia from April 8, 1977, as amended (the "DTT"), the German withholding
tax applicable on the payment of dividends to a Malaysian shareholder is reduced to

- 5% of the dividends' gross amount if the Malaysian shareholder (i) is a com-
pany (except for partnerships) and (ii) holds a minimum of 25% of the share
capital of the dividend distributing company;

- 15% of the dividends' gross amount if the dividends are distributed to individ-
uals, partnerships or corporations holding less than 25% of the capital of the
dividend distributing company.
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3.2.2

However, this tax reduction only applics if and insofar as dividends are demonstrably

transferred to or received in Malaysia (No. 2 of the transcript to Articles 6 to 21 of the
DTT).

In order to apply the reduced withholding tax provided by the DTT, the Malaysian
shareholder must provide the German GmbH/mbH with a certificate of exemption
(Freistellungsbescheinigung). Such certificate is granted upon application by the
German Federal Central Tax Office (Bundeszentralamt fiir Steuern), if certain condi-
tions are met. The certificate of exemption must be provided to the German GmbH/-
mbH before each dividend payment is made.

If a certificate of exemption has not been granted before the payment of the dividends,
the Malaysian shareholder must apply for a refund of the difference between the
withholding tax applied and that applicable under the DTT by filing a special applica-
tion for the refund with the Bundeszentralamt fiir Stewern within the deadlines and
conditions set by law,

Disposal of the shareholding in the German GmbH/mbH — Capital gains
Capital gains realized upon disposal of shares by a foreign corporate shareholder

Capital gains realized upon disposal of shares in a GmbH/mbH by a foreign corporate
shareholder who does not hold its shares in a permanent establishment or a fixed base
in Germany, or in business assets for which a permanent representative has been ap-
pointed in Germany are subject to German taxation only if the selling sharcholder or,
in case of a gratuitous transfer, its legal predecessor has held, directly or indirectly, at
least 1% of the share capital of the company at any time during five years prior to the
disposal. In this case 5% of the capital gain is subject to corporate income tax, solidar-
ity surcharge and (in principle) trade tax. Capital losses and other reductions of profit
in connection with the shares are generally not deductible as business expenses.

However, some German double taxation treaties provide for a complete exemption
from German taxation in such cases and assign the right to tax to the shareholder’s
state of residence.

Double Tax Treaty signed between Germany and Malaysia

Pursuant to paragraph 3 of article 13 DTT capital gains deriving from the disposal of
a direct shareholding in a German GmbH/mbH by a Malaysian shareholder shall be
taxable only in Malaysia. Thus, such capital gain is not taxable in Germany.
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However, according to No. 2 of the transcript to Articles 6 to 21 of the DTT the tax
exemption in Germany applies only if and insofar as capital gains are demonstrably
transferred to or received in Malaysia.

Payment of interest to the Malaysian shareholder as lender
Withholding tax

Interest payments rendered by the German GmbH/mbH to the Malaysian corporation
with respect to shareholder loans are not subject to withholding tax unless specific
rules apply.

Furthermore, as the Malaysian corporation is as a non-resident only subject to limited
tax liability in Germany on income from special German sources, a tax liability for
incomne derived from interest exists only with respect to interest from debt secured by
land charges.

Deductibility of interest paid to the Malaysian shareholder

Due to the German Business Tax Reform Act 2008 (Unternehmensteuerreform 2008)
with beginning of January 1, 2008 new interest deduction rules are applicable for all
debt financing (including bank financing) of a German tax-paying company. The new
rules apply to German or non-resident corporations and partnerships itrespective of
whether such borrowing company generates business or non-business (e.g. rental) in-
come in Germany.

As a general rule under the new interest deduction rules business expenses are tax de-
ductible, provided that the total interest expenses do not exceed the total interest
earned in the same fiscal year (so-called interest balance). Interest expenses exceeding
the interest balance amount are tax-deductible up to 30% of the taxable EBITDA.
EBITDA is defined as taxable income before application of allowable tax deductions
for depreciation or amortization plus interest expense less interest earnings.

However, the new interest deduction rules provide for several exceptions under which
the borrowing company (subject to arms-length conditions} may deduct all of its
overall interest expenses:

() De minimis tax threshold: The new interest deduction rules are not applicable
to the extent that the annual net interest expenses amounts to less than EUR 1
million.

(ii)  Non-group entities: If the borrower is not a member of a consolidated group
the new interest deduction rule is not applicable, provided that there is no
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"harmful debt financing”. This can be assumed if no more than 10% of the
company's net interest expenses are paid in respect of related party debt (in-
cluding shareholder-related party and shareholder-/related party-guaranteed
loans), The borrowing company is patt of a consolidated group if it is included
in that group's consclidated financial statements prepared according to IFRS,
local GAAP or US GAAP.

(iii)  Escape clause: The new laws stipulate an escape clause for companies that are
members of a consolidated group. Under this exception the earning stripping
rule is not applicable to the extent that no "equity ratio” comparison test is met
and no harmful debt financing is in place. This means that a borrower does not
fall within the scope of the interest deduction limitations if this "equity ratio”
is not less than 99% of the "equity ratio" of the consclidated group.

This exception is only applicable if the borrowing company can demonstrate that
there is no "harmful debt financing"” for tax purposes.

4, Qualifications

The opinions expressed above are subject to the following qualifications:

- These opinions are limited to tax rules — laid down in either statute, administrative
pronouncements or case law — of Germany as they presently stand and as officially
published as of the date of this opinion and we have not investigated the laws of any
other jurisdiction but the above mentioned and do not express an opinicn on the tax
laws of any jurisdictions other than Germany;

- this opinion letter speaks as of its date and is based on the assumptions described in
part 2 of this opinion letter and does not refer to any tax issue relating to the period
prior to this date. The opinions expressed in this letter are however based upon Ger-
man law, officially published information from the German Ministries of Finance and
German case law as made public and known to us as of the date of this opinion letter.
Changes in the tax laws could occur at any time and may adversely affect the opinions
rendered in this letter. No obligation is assumed to update this opinion or to inform
any person of any changes of law or any matters coming to our knowledge occurring
after the date hereof which may affect this opinion in any respect;

- in this opinion letter German legal concepts are expressed in English terms and not in
their original terms. The concepts concerned may not be identical to the concepts de-
scribed by the same English terms as they exist in other laws of other jurisdictions.
This opinion may, therefore, only be relied upon under the express condition that the
laws of Germany will govern any issues of interpretation, as the case may be;
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- our opinions may change if (a) applicable law changes (which may or may not have

retroactive effect) or (b) any of the assumptions described above are inaccurate, in-
complete or change, and

- these opinions are limited (o tax consequences discussed in this opinion letter and no

opinion is expressed on any other tax levied by Germany or any other jurisdiction.

Furthermore, pleasc consider that the information given in this opinion letter is of very gener-
al nature and thus does not provide for a comprehensive evaluation of all tax aspects related
to the situations described herein. Thus, this opinion letter can not substitute a detailed analy-
sis of tax consequences in each particular case.

This opinion letter is addressed to you and may be relied upon by you and any assignee,
transferce or successor in title but not by any other person. This opinion is not intended to
third party rights pursuant to Secction 328 of the German Civil Code (Biirgerliches Geselz-
buch). Without our prior written consent this opinion may not be fransmitted to or filed with
any person, firm, company or institution other than any of the persons referred to in the pre-
vious sentence.

We trust the above will be exhaustive so far.

Should you need any further information, please do not hesitate to contact us.

Markus Weber
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PricewaterhouseCoopers Aktiengesellschaft Wirtschaftspriifungsgesellschaft

Audit opinion

Borsig Beteiligungsverwaltungsgesellschaft mbH
Berlin

Annual Financial Statements as of December 31, 2007
Auditor's Report

(Translation - the German text is authoritative)
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PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers Aktiengesellischaft Wirtschaftspriifungsgeselischaft

Audit opinion

Borsig Beteiligungsverwaltungsgeselischaft mbH
Berlin

Annual Financial Statements as of December 31, 2007
Auditor's Report

(Translation - the German text is authoritative)
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PricewaterhouseCoopers

Table of contents

Financial Statements
Balance Sheet as of December 31, 2007

Income Statement for the period from January 1, 2007 to December 31, 2007

Notes to the Financial Statements for the Financial Year from January 1, 2007
to December 31, 2007

Auditor's Report

This exemplar of audit certificate can only by used in accordance with the regulations of article
325 and the following of the German commercial law (HGB).
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Borsig Beteiligungsverwaitungsgesellschaft mbH, Berlin

Balance Sheet as of December 31, 2007

Assets

12/31/2007

12/31/2006

A. Fixed Assets
Financial assets
Shares in affiliated companies
B. Current Assets
. Accounts receivable and other assets

EUR

21,000,000.00

EUR

21,000,000.00

Receivables from affiliated companies 26,769,896.50 14,814,890.13

II. Cash on hand, bank balances 780,754.20 525,176.76
27,550,650.70| 15,340,066.89

48,550,650.70{ 36,340,066.89
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Equity and Liabilities
12/31/2007 12/31/2006
EUR EUR
A. Equity
. Subscribed capital 100,000.00 100,000.00
ll. Capital reserve 900,000.00 900,000.00
lli. Consolidated profit 8,325,008.96 0.00
IV. Net profit 19,737,374.77]  8,325,008.96
29,062,383.73|  9,325,008.96
B. Provisions and accrued liabilities
1. Tax provisions 6,167,884.00] 2,986,000.00
2. Other provisions and accrued liabilities 123,000.00 16,000.00
6,290,884.00;  3,002,000.00
C. Liabilities
1. Bank loans 12,500,000.00] 20,200,989.43
2. Trade payables 0.00 100.00
3. Liabilities to affiliated companies 697,247.97] 3,811,968.50
4. Other liabilities 135.00 0.00
13,197,382.97; 24,013,057.93
48,550,650.70] 36,340,066.89
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Borsig Beteiligungsverwaltungsgesellschaft mbH, Berlin

Income Statement
for the period from January 1 to December 31, 2007

01/01 - 05/24 -
12/31/2007 12/31/2006
€ €
1. Other operating income 7,340.08 0.00
2. Other operating expenses 451,279.79 264,404.77
-443,939.71 -264,404.77
3. Income according to profit transfer agreements 33,269,866.50| 14,814,890.13
(of which from affiliated companies EUR 33,269,896.50;
Previous Year EUR 14,814,890.13)
4. Other interest and similar income 28,764.36 13,189.01
5. Interest and similar expenses 943,304.71 466,197.70

(of which from affiliated companies EUR 38,741.67;
Previcus Year EUR 29,666.67)

32,355,356.15

14,361,881.44

6. Result from ordinary business activities 31,911,416.44| 14,097,476.67
7. Taxes on income 12,174,041.67] 5,772,467.71
8. Net profit 19,737,374.77| 8,325,008.96

66




APPENDIX Vi

AUDITED FINANCIAL STATEMENTS OF BORSIG FOR THE FINANCIAL YEAR ENDED 31

DECEMBER 2007 (Cont'd)

Borsig Beteiligungsverwaltungsgesellschaft mbH, Berlin

Fixed assets movement schedule for the Financial Year 2007

Purchase or manufacturing costs

01/01/2007 Additions 12/31/2007
EUR EUR EUR
Financial assets
Shares in affiliated companies 21,000,000.00 0.00 21,000,000.00
21,000,000.00 0.00f 21,000,000.00
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Depreciation and amortization

Residual book value

01/01/2007 Additions 12/31/2007 12/31/2007 12/31/2006
EUR EUR EUR EUR EUR
0.00 0.00 0.00] 21,000,000.00] 21,000,000.00
0.00 0.00 0.00] 21,000,000.00f 21,000,000.00
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BORSIG Beteiligungsverwaltungsgesellschaft mbH, Berlin

Notes to the Financial Statements for the Financial Year from January 1 to
December 31, 2007

Principles of balancing and evaluation

The annual financial statement was prepared according to the regulations of the German Com-
mercial Code (HGB) for small corporations.

The income statement was prepared using the expenditure format.

The prior year values in the income statement are not comparable with the reporting year values,
due to the short financial year 2006.

The valuation is based on the going concern principle.

Assets and liabilities were valued at the balance sheet date using the item-by-item valuation prin-
ciple.

The evaluation is prudent. Especially all foreseeable risks and losses occurring until the balance
sheet date were taken into consideration. Profits were only considered if they had been realised
at the balance sheet date.

The exemption provisions for small corporations under Section § 274a German Commercial Code
(HGB) were partially used.

Notes to the Balance Sheet and Income Statement

1. Fixed Assets

The composition and development of individual asset items are shown in the fixed assets
movement schedule attached as an appendix to these notes to the financial statements.

The valuation of financial assets is carried out according to the statutory report on non-cash
contributions.

2. Accounts receivable and other assets
Accounts receivable and other assets are assessed at nominal value. All accounts receiv-
able are due within one year. The accounts receivable are to BORSIG GmbH and concern a

claim of payment of the company's realized annual profit in the financial year 2007.
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3. Equity

The subscribed capital of BORSIG Beteiligungsverwaltungsgesellschaft mbH amounts to
EUR 100.000,00.

4, Provisions and accrued liabilities

Tax provisions mainly comprise of corporate tax, solidarity tax contribution and trade income
tax. The other provisions contain costs of the audit of the annual financial statement of the
company and of the consolidated financial statements.

5. Liabilities

Liabilities are valued with their corresponding redemption amount. As of December 31, 2007
the accounted liabilities amounted to TEUR 13.197. Thereof TEUR 10.000 falling due after
more than one year.

The liabilities to affiliated companies refer to adjustments for prepaid income tax and allow-
able tax deductions.

Other Information

1. Managing directors

The managing directors of BORSIG Beteiligungsverwaltungsgesellschaft mbH are Mr.
Christoph Spors and Mr. Stefan Theis. They received no benefits from the company in the
financial year 2007,

2. Consolidated group

BORSIG Beteiligungsverwaltungsgeselischaft mbH as a supreme parent company prepares
consolidated financial statements for the financial year 2007. The consolidated financial
statements of BORSIG Beteiligungsverwaltungsgesellschaft mbH will be published in the
electronic Federal Gazette.

As from May 24, 2006 a control and profit transfer agreement was concluded between the
BORSIG GmbH (former BORSIG Industrieholding GmbH) and the BORSIG Beteiligungs-
verwaltungsgesellschaft mbH. This was recorded in the trade register on June 15, 2006.
The agreement justifies a corporate and trade tax consolidation.
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In the consolidated financial statements of BORSIG Beteiligungsverwaltungsgesellschaft
mbH, Berlin, the following companies are included:

BORSIG GmbH

BORSIG Process Heat Exchanger GmbH, Berlin
BORSIG Service GmbH, Berlin

BORSIG Membrane Technology GmbH, Berlin
GMT Membrantechnik GmbH, Rheinfelden
BORSIG ZM Compression GmbH, Berlin
BORSIG Boiler Systems GmbH, Hamburg

e 5 & & & e o

Berlin, April 17, 2008

Managing director Managing director
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PricewaterhouseCoopers

Auditor's Report

To Borsig Beteiligungsverwaltungsgesellschaft mbH

We have audited the annual financial statements, comprising the balance sheet, the income
statement and the notes te the financial statements, together with the bookkeeping system of
Borsig Beteiligungsverwaltungsgesellschaft mbH, Berlin, for the business year from January 1,
2007, to December 31, 2007. The maintenance of the books and records and the preparation
of the annual financial statements in accordance with German commercial law are the respon-
sibility of the Company's Managing Directors. Our responsibility is to express an opinion on the
annual financial statements, together with the bookkeeping system based on our audit.

We conducted our audit of the annual financial statements in accordance with § (Article) 317
HGB ("Handelsgesetzbuch" : "German Commercial Code") and German generally accepted
standards for the audit of financial statements promulgated by the Institut der Wirtschaftspriifer
(Institute of Public Auditors in Germany) (IDW). Those standards require that we plan and per-
form the audit such that misstatements materially affecting the presentation of the net assets,
financial position and results of operations in the annual financial statements in accordance with
German principles of proper accounting are detected with reasonable assurance. Knowledge of
the business activities and the economic and legal environment of the Company and expecta-
tions as to possible misstatements are taken into account in the determination of audit proce-
dures. The effectiveness of the accounting-related internal control system and the evidence
supporting the disclosures in the books and records, the annual financial statements are exam-
ined primarily on a test basis within the framework of the audit. The audit includes assessing
the accounting principles used and significant estimates made by the Company's Managing
Directors, as well as evaluating the overall presentation of the annual financial statements. We
believe that our audit provides a reasonable basis for our opinion.

Our audit has not led to any reservations.

0.0518048.003
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In our opinion based on the findings of our audit, the annual financial statements comply with
the legal requirements and give a true and fair view of the net assets, financial position and
results of operations of the Company in accordance with (German) principles of proper ac-
counting.

Berlin, April 18, 2008

PricewaterhouseCoopers
Aktiengesellschaft
Wirtschaftspriifungsgeselischaft

sgd. Hermann Mollers sgd. ppa. Steffen Heilmann

Wirtschaftspriifer Wirtschaftsprifer

(German Public Auditor) (German Public Auditor)
0.0518048.003
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PricewaterhouseCoopers Aktiengesellschaft Wirtschaftspriifungsgesellschaft

Audit opinion

Borsig GmbH
{former Borsig Industrieholding GmbH, Berlin)
Berlin

Consolidated Financial Statements as of December 31, 2007
and the Group Management Report for the Financial Year 2007

Auditor's Report

(Translation - the German text is authoritative)
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PRICEAVATERHOUSE(COPERS

PricewaterhouseCoopers Aktiengesellschaft Wirtschaftspriifungsgesellschaft

Audit opinion

Borsig GmbH

(former Borsig Industrieholding GmbH, Berlin)
Berlin

Consolidated Financial Statements as of December 31, 2007
and the Group Management Report for the Financial Year 2007

Auditor's Report

(Translation - the German text is authoritative)
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PricewaterhouseCoopers

Table of contents

Subgroup Management Report for the Financial Year from January 1, 2007 to December 31,
2007

Consolidated Financial Statements
Consolidated balance sheet as of December 31, 2007

Consolidated income statement for the period from January 1, 2007 to
December 31, 2007

Consolidated cash flow statement according to PRS 2
Consolidated Statement of Shareholder's Equity

Notes to the consolidated subgroup Financial Statements for the Financial Year from
January 1, 2007 to December 31, 2007

Auditor's Report

This exemplar of audit certificate can only by used in accordance with the regulations of article
325 and the following of the German commercial law (HGB).
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Management Report

Subgroup Management Report for
the Financial Year from January 1,
2007 to December 31, 2007

Economic environment

The world economy continues to grow rap-
idly. The previous major drivers of growth
USA and China will still present a dynamic
trend. The expectations for the world econ-
omy will remain relatively favourable despite
increased oil, energy and material prices.

The demand in the chemical and petro-
chemical industry continues to be stable.

According to recent surveys of the IFO Insti-
tute (Institute for Economic Research at the
University of Munich), the dynamics of for-
eign demand will continue.

For the German economy, the institute ex-
pects that the economic trend continues to
be positive, particularly for the first six
rmonths in 2008.
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Development of the company

The Borsig Industrieholding GmbH has been
changed into "BORSIG GmbH" by share-
holder resolution from December 4, 2008.
This change of name has been recorded in
the commercial registry of the company on
January 16, 2007.

The Borsig group presents itself as follows at
the end of the business year 2007. Each
operating company has been assigned with a
name according fo its operational business:

BORSIG GmbH
« BORSIG Process Heat Exchanger
GmbH

¢ BORSIG Service GmbH

¢ BORSIG Membrane Technology
e BORSIG ZM Compression GmbH
¢ BORSIG Boiler Systems GmbH

The BORSIG GmbH has concluded a con-
trol and profit transfer agreement with the
BORSIG Process Heat Exchanger GmbH,
with the BORSIG Service GmbH, with the
BORSIG Membrane Technology GmbH and
with the BORSIG ZM Compression GmbH.

The total value of incoming orders of the
Borsig-subgroup in the period from January
1, 2007 to December 31, 2007 was 2434
Mio EUR.

The sales of the BORSIG-subgroup totalled
160,2 Mio EUR in this period, of which 83,5
Mio EUR can be attributed to the business
division pressure vessels, 36,7 Mio EUR to
industrial services, 14,3 Mio EUR to mem-
brane technology, 19,3 Mio EUR to engine
building, 5,7 Mio EUR can be attributed 1o
the plant engineering and 0,7 Mio EUR to
the business division provision of services.

Order backlog totalled 284,3 Mio EUR as of
December 31, 2007.

Capital expenditures on intangible and tan-
gible assets of the BORSIG subgroup were
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3,1 Mio EUR in the financial year 2007.

For further strategic positioning of the BOR-
SIG ZM Compression GmbH it was decided
to undertake an enhancement investment in
the amount of 1,3 Mio EUR, by shareholder
resolution from Juni 29, 2007.

This amount to be invested will be used for
the extension of a production hall and the
construction of a bureau wing. This invest-
ment was basically completed on April 4,
2008. It is funded by equity capital, bank
loans and subsidies.
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Possible risks associated with future
developments

At present there are no detectable risks
which jeopardise the company's assets.

There could be some risks due to the high
number of contracts in the financial year
2007, as well as the contracts still expected,
and the anticipated heavy capacity utilisation
connected therewith. Peak utilisation will be
compensated by purchasing additional com-
ponents or by outsourcing contracts with
firms from outside the group.

Risks for the company may arise due to fur-
ther increasing commodity prices and deliv-
ery bottle-necks in the acquisition of raw ma-
terials, respectively. This relates especially
to complying with the scheduled delivery
dates. A project management system was
installed by an affiliated company to control
the delivery situation.

There are risks due to possible new tech-
nologies which could affect the sale of some
products.

Further risks may arise from businesses with
destination countries in the Middle East. The
order backlog totalling 58,6 Mio EUR can be
attributed to this market. One order with a
total volume of 9,0 Mio EUR is guaranteed
by the respective customer.

One Order of 27,5 Mio EUR with lran as
country of destination are planned fo be
guaranteed by Euler Hermes.

Currency risks for existing contracts are
hedged by foreign exchange forward con-
tracts or foreign exchange options as a mat-
ter of principle.

Currently there are no interest-related risks
for BORSIG subgroup.

The existing risk guidelines made it possible
to detect and deal with risks in a thorough
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and structured manner.

Derivative financial instruments are pur-
chased exclusively for hedging purposes.
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Employees

The number of employees at BORSIG
Group totalled 462 including 30 trainees as
of the balance sheet date, December 31,
2007. There were 225 employees at the
Berlin site, 81 employees at the Gladbeck
site, 25 employees at the Rheinfelden site,
31 employees at the Hamburg site and 100
employees at the Zwickau site.

This demonstrates BORSIG subgroup's in-
terest in promoting the important social con-
cern to educate qualified trainees above and
beyond its own internal needs.
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Profit situation

The profit situation of BORSIG subgroup in
the financial year 2007 can be described as
good. Especially the volume of incoming or-
ders was again on a high level in the year
2007. This includes two large orders in the
amount of 27,5 Mio EUR (IR) and 12,2 Mio
EUR (USA).

The BORSIG Process Heat Exchanger
GmbH with the business divisions Heating
systems, as well as fissionable gas and
scratching coolers was able to tie up to the
successful financial statements of the previ-
ous year in 2007.

The same applies to the BORSIG Mem-
brane Technology GmbH, as well as the
BORSIG Service GmbH which achieved a
successful result for the business year 2007.

The Borsig ZM Compression GmbH also
recorded a pleasant development in 2007.

The subgroup financial statements show a
pleasant EBIT in the amount of 34,5 Mio
EUR as of December 31, 2007.

The subgroup shows a result in the amount
of TEUR -372 after profit transfer according
{o profit and loss transfer agreement with the
BORSIG Beteiligungsverwaltungsgesell-
schaft mbH.
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Asset and financial position

As of December 31, 2007, the equity-to-
assets ratio was 9,9 % (previous vyear
15,4 %). The decrease of the equity {o as-
sets ratio is due to the profit and loss trans-
fer agreement with the sole shareholder.

Inventories are financed up to 131,7 % by
advance payments.

Based on a line of guarantees of the BOR-
SIG group in the amount of 143,5 Mio EUR
the requirements for stable long-term busi-
ness operations are guaranteed with the
company's own funds for all group compa-
nies.

In addition, there are project related credit
lines in the amount of 9,5 Mio EUR
(13,1 Mio $) with the HypoVereinsbank.

Contracts in the BORSIG subgroup are ne-
gotiated in a manner that the liquidity of the
company is ensured through previous and
interim payments. Due to the order position
for the year 2008, the long-term financing of
the company from its own funds is guaran-
teed.
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Forecast and chances for future de-
velopment

BORSIG subgroup enters the financial year
2008 optimistically, based on streamlined
and efficient structuring, a motivated staff as
well as a solid order backlog.

In the financial year 2008 it is planned to
strengthen the position of BORSIG Process
Heat Exchanger on the world market through
high quality standards, strict adherence to
deadlines, and further development of its
established products. Forecasted growth
rates of 3 - 4 % in the coming years in the
market segment of the chemical and petro-
chemical indusiry appear to be further confi-
dently.

In addition, the available estimates register-
ing a clear stimulation of investment activity
in the German power plant industry in the
next years and give cause for high optimism
for the operations of BORSIG Service
GmbH.

Together with the BORSIG Boiler Systems
GmbH a joint number of business activities,
comprising engineering, delivery, assembly,
audits, maintenance, reconstructions etc. to
achieve an increase in the number of cus-
tomers as well as a territorial expansion of
the business division plant services.

The BORSIG Boiler Systems GmbH will ex-
pand its position during the financial year
2008 in Germany and the neighbouring
European countries in the business divisions
of new equipments as well as of plant ser-
vices through high quality standards, adher-
ence to delivery dates and improvement of
matured products.

Forecasted growth rates of 3 - 4% in the
coming years in the market segment of the
chemical and petrochemical industry appear
to be further confidently also for BORSIG
Membrane Technology GmbH.

The above mentiohed positive economic
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environment will have positive effects on the
segments plant technology and chemical
industry at BORSIG ZM Compression
GmbH.

Berlin, April 17, 2008

Konrad Nassauer
Managing director
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from January 1, 2007 to December 31, 2007
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Borsig GmbH, Berlin

Consolidated balance sheet as at December 31, 2007

Assets
12/31/2007 12/31/2006
EUR EUR
A. Fixed Assets
I. Intangible Assets
1. Concessions, industrial property rights and similar rights
and assets, as well as ficences for such rights and assets 502,757.26 1,605177.72
2. Goodwill 119,968.24 768,171.49
622,725.50 2,373,349.21
Il. Property, plant and equipment
1. Buildings on land not owned 2,692713.85 2,688,433.71
2. Plant and machinery 2,249.614.93 2,287,695.39
3. Other plant, office and business equipment 1,753,384.16 1,302,210.28
4. Advance payments made and assets under
construction 1,193,459.91 0.00
7,889,172.85; 6,278,330.38
[Il. Financial assets
1. Participating interests 349,944.50 580,001.00
2. Other loans 1265,769.32 72,428.06
475,713.82 662,429.06
8,987,612.17 9,314,117.65
B. Current assets
I. Inventories
1. Raw materials and supplies 2,245,065.37 2,024,321.35
2. Work-in-progress 44,097 554 .06 24,725617.17
3. Finished goods 46,259.71 23,925.57
4. Advance payments made 14,020,251.18 2,939,237.57

Less advance payments received on orders

Accounts receivable and other assets

1

2.
3.
4.

Trade receivables

Receivables from the sole shareholder
Other assets

Short-term investments

Cash on hand and bank balances

C. Deferred expenses

60,409,130.32
-60,409,130.32

29,713,101.66
-29,713,101.66

0.00 0.00
22,845,099.11| 21,521,504.44
697,247.97] 3,811,968.50
2,521,288.06 592,774.66
8,476,122.30 0.00
34,539,767.44| 25,926,247.60

45,102,111.63

22,270,394.99

79,641,879.07

48,196,642.59

642,788.76

963,603.60

89,272,280.00

58,474,363.84
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Equity and Liabilities
12/31/2007 12/31/2006
EUR EUR
A. Equity
. Subscribed capital 100,000.00 100,000.00
Il.  Capital reserve 1,900,000.00 1,900,000.00
Hl. Consolidated profit/loss brought forward 6,804,576.74 6,358,197.54
IV. Consolidated profit -372,763.67 414,045.24
V. Minority interests 366,752.72 258,617.13
8,798,565.79 9,030,859.91
B. Provisions and accrued liabilities
1. Tax provisions 915,363.00 124,783.78
2. Other provisions 14,621,634.18] 13,901,084.28
15,536,997.18] 14,025,868.06
C. Liabilities
1. Liabilities to banks 2,637,275.86 2,064,026.41
2. Advanced payments on account of orders 19,154,340.86 9,350,590.12
3. Trade payables 14,212 407.02 7,161,121.16
4. Liabilities to sole shareholder 26,769,896.50| 14,814,890.13
5. Liabilities to companies in which shares are hold 0.00 144,325.00
6. Other liabilities 2,135135.16 1,875,534.57
(of which for taxes EUR 469,312.06; Previous Year TEUR 308)
(of which for social security EUR 3,621.56; Previous Year TEUR Q)
64,909,055.40] 35,410,487.39
D. Deferred income 27,661.63 7,148.48
89,272,280.00] 58,474,363.84
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Borsig GmbH, Berlin

Consolidated income statement
for the period from January 1, 2007 to December 31, 2007

01/01 - 12/31/2007

01/01 -
12/31/2006

-

. Sales
. Increase in finished goods and work in progress

. Other operating income

. Cost of materials

a) Costof raw materials and supplies and purchased goods
b} Cost of purchased services

. Personnel costs

a} Wages and salaries

EUR

73,732,341.58
24,674,592.95

EUR
160,178,316.99
19,394,271.03

EUR
104,196,484.21
10,709,038.69

179,572,588.02
1,395,901.83

114,905,522.90
2,853,450.79

180,968,489.85

117,758,973.69

21,739,464 .42

98,406,934.53

65,889,104.36

b) Social security, pension and other benefits 3,707,586.21| 25,447,050.63| 19,441,718.66
6. Depreciation and amortisation costs on intangible assets and plant
and equipment 3,243,329.83] 1,625,483.24
7. Other operating expenses 19,347,075.26] 15,340,700.39
146,444,390.25{ 102,297,006.65
34,524,099.60] 15,461,967.04
8. Result from participating interests -223,803.50 0.00
9. Other interest and similar income 1,734,507 .61 478,832.79
{of which from the sole shareholder EUR 38,741.67; previous year
10. Interest and simitar expenses 1,115,121.83 624,297.14
395,582.28 -145,464.35
11. Result from ordinary business activities 34,919,681.88; 15,316,502.69
12. Taxes on income 1,652,431.03 -104,365.04
13. Other taxes 63,395.47 42,387.82
14. Transferred profits according to profit transfer agreements 33,269,896.50] 14,814,890.13
15. Profit for the year -66,041.12 563,589.78
16. Profit accounts for minority interests 306,722.55 149,544.54
17. Consolidated profit -372,763.67 414,045.24
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Borsig GmbH, Berlin

Consolidated cash flow statement according to DRS 2

2007 2006
TEUR TEUR

Net result for the period (including minority interests) 33,204 15,378
Depreciation and amortization of assets 3,243 1,625
Income statement related dissolution of debit differences in consolidation 0 -1,823
income statement-related changes in the value of participating interests 224 0
Increase in accruals 1,511 789
Loss from disposal of assets 1 8
Increase in inventories, trade receivables as well as other assets, that are not for

investing or financing -4,386 -25,078
Increase in liabilities from payments received, trade payables as well as other

liabilities, that are not for investing or financing 17,771 19,332
Cash flow from ordinary business activities 51,568 10,231
Inflows from disposal of fixed assets 0 118
Payments for investments in fixed assets -3,053 -3,133
Payments for investments in intangible assets -180 -310
Inflows from investment subsidies ‘ 273 1,003
Payments for investments in financial assets -198 -491
Payments for purchase of consolidated companies 0 -1,613
Cash flow from investments -3,158 -4,426
Payment for profit transfer agreement to the sole shareholder -21,315 0
Payment for loan to the sole shareholder 3,640 -3,640
Distribution to minority shareholder 0 -105
Inflows from taking up loans 1,335 2,176
Payment for loan redemptions -762 -788
Cashflow from financing -17,102 -2,357
Payment affecting changes of the financial fund 31,308 3,448
Financial fund at the beginning of the period (01/01) 22,270 18,549
Changes in liquid funds resulting from consolidation 0 273
Financial fund at the end of the period (12/31) 53,578 22,270

Short-term investments (12/31/2007 TEUR 8.476; Previous Year TEUR 0) are
considered as cash equivalents and thus allocated to the financial fund,

according to DRS 2.16.
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Appendix 1 to the Notes of the Consoclidated Financial Statements

Consolidated financial statements of Borsig GmbH

Fixed assets movement schedule from January 1, 2007 to December 31, 2007

Purchase or manufacturing cost

1/1/2007 Additions Disposals 12/31/2007

EUR EUR EUR EUR
. Intangible assets
1. Concessions, industrial property rights and similar
rights and assets, licences for such rights and
assets 3,253,694.10{ 180,144.09] 1,140,000.00| 2,293,838.19
2. Goodwill 1,566,154 .31 0.00] 417,500.60] 1,148,653.71

4,819,848.41| 180,144.09; 1,557,500.60] 3,442,491.90

ll. Tangible fixed assets
1. Buildings on tand not owned 2,849,259.86| 125,244.05 0.00F 2,974,503.91
2. Plant and machinery 3,287,319.61] 337,255.70 0.00] 3,624,575.31
3. Other plant office and business equipment

2,455,546.94|1,268,746.80| 313,627.06| 3,410,666.68
4. Advanced payments made and assets under

construction 0.00] 1,193,459.91 0.00{ 1,193,459.91
8,5692,126.41| 2,924,706.46] 313,627.06] 11,203,205.81

[H. Financial assets

1. Participating interests 590,001.00 0.00 0.00 590,001.00
2. Other loans 72,428.06 53,341.26 0.00 125,768.32
662,429.06 53,341.26 0.00 715,770.32

14,074,403.88( 3,158,191.81] 1,871,127.66| 15,361,468.03
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Appendix 1 o the Notes of the Consolidated Financial Statements

Adjustment of
Depreciation and amortization participating Residual book vaiue
interests

01/01/2007 Additions Disposals | 12/31/2007 12/31/2007 12/31/2007 12/31/2006

EUR EUR EUR EUR EUR EUR EUR
1,648,516.38) 1,282,564 .55| 1,140,000.00]1,791,080.83 0.00 502,757.26| 1,605177.72
797,982 821 648,203.25] 417,500.60]1,028,685.47 0.00 119,968.24 768,171.49
2,446.499.20} 1,930,767.80} 1,557,500.60] 2,819,766.40 0.00 622,725.501 2,373,349.21
160,826.151 120,963.91 0.00f 281,790.06 0.00| 2,692,713.85| 2,688,433.71
999,624.221 375,336.16 0.00]1,374,960.38 0.00} 2,249,614.93| 2,287,695.39
1,153,336.66| 816,261.96| 312,316.10|1,657,282.52 0.00] 1,753,384.181 1,302,210.28
0.00 0.00 0.00 0.00 0.00f 1,193,459.91 0.00
2,313,787.03] 1,312,562.03] 312,316.10f 3,314,032.96 0.00] 7,889,172.85] 6,278,339.38
0.00 0.00 0.00 0.00 -240,056.50 349,944.50 590,001.00
0.00 0.00 0.00 0.00 0.00 125,769.32 72,428.06
0.00 0.00 0.00 0.00 -240,056.50 475,713.82 662,429.06
4,760,286.23] 3,243,329,83| 1,869,816.70]6,133,799.36 -240,056.50) 8,987,612.17| 9,314,117.65
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Appendix 2 to the Notes of the Consolidated Financial Statements

Consolidated financial statements of Borsig GmbH

List of share ownership as of December 31, 2007

Share Equity
in % in TEUR

Borsig Process Heat Exchanger GmbH Berlin 100 1,901
Borsig ZM Compression GmbH Berlin 100 2,341
Borsig Service GmbH Berlin 100 1,400
Borsig Membrane Technology GmbH Berlin 100 1,300
GMT Membrantechnik GmbH Rheinfelden 51 748
Borsig Boiler Systems GmbH Hamburg 100 -1,334
PclyAn Gesellschaft zur Hersteliung von
Polymeren fur spezielle Anwendungen
und Analytik mbH Berlin 20.25 45

* There is a profit fransfer agreement with these companies.
Borsig ZM Compression GmbH did not distribute the profit of 2007,
because it was prohibited by § 269 s. 2 German Commercial Law (HGB).
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BORSIG GmbH, Berlin

Notes to the consolidated subgroup Financial Statements for the Finan-
cial Year from January 1, 2007 to December 31, 2007

Preliminary remarks

The Borsig Industrieholding GmbH has been changed into "BORSIG GmbH" by shareholder resolu-
tion from December 4, 2006. This change of the name has been recorded in the commercial registry
of the company on January 16, 2007.

The BORSIG group consists of the following companies at the end of the financial year 2007. Each
operating company has been assighed with a name according to i{s cperational business:

BORSIG GmbH
¢ BORSIG Process Heat Exchanger GmbH
e BORSIG Service GmbH
» BORSIG Membrane Technology
¢ BORSIG ZM Compression GmbH
¢ BORSIG Boiler Systems GmbH

The BORSIG GmbH has concluded a control and profit transfer agreement with the BORSIG Proc-
ess Heat Exchanger GmbH, with the BORSIG Service GmbH, with the BORSIG Membrane Tech-
nology GmbH and with the BORSIG ZM Compression GmbH.

The BORSIG GmbH has concluded a control and profit transfer agreement with the BORSIG Be-
teiligungsverwaltungsgesellschaft mbH as of May 24, 2006. The BORSIG GmbH has to transfer its
profit of TEUR 33.270 for the financial year 2007 to the BORSIG Beteiligungsverwaltungsgesell-
schaft mbH. Thereof TEUR 6.500 are already paid as of December 31, 2007.

Consolidation principles

Assets, liabilities and deferred items as well as incomes and expenses of the companies which are
included in the consolidated financial statements were consolidated under use of the following pro-
cedures:

During the initial consclidation book values of the investments of the parent company are charged
up against the corresponding amount of equity of the subsidiary according to the revaluation
method in compliance with § 301 paragraph 1 sentence 2 no. 2 of the German commercial code
(HGB).
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Goodwills from the capital consolidation are capitalized and depreciated over a 4-year period. Nega-
tive differences from the capital consolidation are released with an effect an other operating income.

The receivables and liabilities between the companies which are consolidated in the consolidated
financial statement were netted.

In the group income statement all intercompany sales were offset against the corresponding ex-
penses and the remaining intercompany income and expenses were consolidated completely.

intercompany profits and losses were eliminated according to § 304 paragraph 1t HGB.

The equity and profit shares which belong to shareholders outside the group are shown under the
position minority interests.

Participating interests
The group holds 20,25 % of the nominal capital as well as of the voting share of the PolyAn Gesell-
schaft zur Herstellung von Polymeren fir spezielle Anwendungen und Analytik GmbH, Berlin. The

company was acquired in 2006. It was valued at purchase cost in the consolidated financial state-
ments of 2006, Equity accounting is used since January 1, 2007.

The purchase costs were TEUR 590, which divide into TEUR 455 proportionate equity and
TEUR 135 acquired goodwill. The goodwill is depreciated straight line over its useful life of 4 years.

Values developed as follows:

Date Equity Goodwill Total
TEUR TEUR TEUR
2006-08-01 135 455 590
2006-12-31 119 455 574
2007-12-31 9 341 350

Principles of balancing and evaluation

The consolidated financial statements were prepared according to the regulations of the German
Commercial Code (HGB).

The group income statement was prepared using the expenditure format.

The valuation is based on the going concern principle.

Assets and liabilities were valued at the balance sheet date using the item-by-item valuation princi-
ple.
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The evaluation is prudent. Especially all foreseeable risks and losses occurring until the balance
sheet date were taken into consideration. Profits were only considered if they had been realised at
the balance sheet date.

Entries in foreign currency are generally valued at the exchange rate of entry date. The lower of cost
or market principle is regarded to in valuation of assets and the maximum value principle is regarded
to in valuation of liabilities. In case of a hedge, corresponding items are treated as a valuation unit,
provided that there are closed positions.

For the evaluation of secured foreign currency denominated receivables the hedging rate was used.
For all consolidated companies, the balance sheet date of the individual financial statements is equal
to the balance sheet date of the consolidated financial statements.

The methods of evaluation of assets and liabilities are described in the notes to the individual bal-

ance sheet items.

The company tax rate for active deferred taxes amounts to 30 %.

Notes to the bhalance sheet and income statement
1. Fixed assets

The composition and development of individual asset items are shown in the fixed assets
movement schedule attached as an appendix to these notes to the financial statements.

The valuation of assets is carried out at purchase cost. Intangible and fixed assets are depre-
ciated as scheduled on a straight-line basis. Low value assets are completely depreciated in
the year of acquisition. Scheduled depreciations for the financial year amounted to TEUR
2.025. Furthermore there was an exiraordinary depreciation on intangible assets amounting to
TEUR 1.218.
Intangible assets include patents and licences, goodwill and software.
Depreciation of goodwill is carried out over the useful life of 4 and 15 years, respectively.
The valuation of financial assets was carried out at purchase costs.

2. Inventories
The valuation of inventories is done at acquisition or manufacturing costs or the lower current
value, taking into consideration the necessary devaluations for asset risks. Manufacturing costs

include, in addition to direct costs, overhead expenses which are calculated according to tax
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law. Marketing and financing costs are not included.

Accounts receivable and other assets

Accounts receivable and other assets are assessed at nominal value. The lump-sum valuation
allowance for receivables is adequately assessed. All accounts receivable are due within one
year.

Other assets are mainly comprised of a VAT tax receivable in the amount of TEUR 2.314.
Deferred expenses

Deferred expenses contain mainly deferred commissions on bank guaranties.

Equity

The subscribed capital of BORSIG GmbH, Berlin, amounts to EUR 100.000,00

The capital reserve amounts to TEUR 1.900.

The equity capital that belongs to minorities amounts to TEUR 367 (previous year 259).

The development of the equity is shown within the statement of changes in equity.
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Provisions and accrued liabilities

The tax provisions amount to TEUR 915 as of December 31, 2007. Of which TEUR 118 can be
attributed to actual taxes and TEUR 797 to deferred tax liabilities.

The other provisions and accrued liabilities are comprised of the following:

12/31/2007 12/31/2006
EUR EUR
Accruals for orders
Subsequent costs 2.784.682,10 4.551.891,25
Warranties 1.802.485,33 1.942.575,00
Penalties/Contractual penalties 636.678,00 849.597 00
Contingent losses 0,00 1.022.599,30
5.223.845,43 8.366.662,55
Accruals for personnel costs
Overtime work 295.500,00 265.350,00
Labour disputes 125.000,00 95.000,00
Trade association 158.334,96 175.338,57
Vacation 640.900,00 572.087,64
Bonuses 3.055.290,00 1.018.179,32
4.275.024,96 2.125.955,53
Other accruals 5.122.763,79 3.408.466,20
Total 14.621.634,18 13.901.084,28

The other provisions and accrued liabilities cover all known risks and uncertain liabilities.
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7. Liabilities

Liabilities are valued with their corresponding redemption amount. The maturities of and the
securities for the liabilities are shown in the following liability schedule (in TEUR):

TEUR Maturity more than 5 Total Securities Type of
up to 1 year] 1-5years years given Security
1. Liabilities to banks 183 697 1.777 2.637 4.380|land charge
2. Advanced payments on
account of orders 19.154 0 0 18.154
3. Trade payables 14.213 G 0 14.213
4. Liabilities to affiliated
companies 26.770 0 0 26.770
5. Other liabilities 1.515 620 0 2.135
Total 61.815 1.317 1.777 64.909 4.380

The liabilities to affiliated companies are payables arising from profit transfers to the BORSIG
Beteiligungsverwaltungsgesellschaft mbH.

Derivative financial instruments

Derivative financial instruments were purchased exclusively for hedging of foreign currency
risks. They form along with the hedged item a valuation unit and therefore they are not sepa-
rately shown in the balance sheet.

At the balance sheet date there are the following hedging contracts:

Currency hedging contracts
Foreign exchange forward contracts
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9. Sales
Sales can be itemised according to area of business activity as follows:
01/01 - 12/31/2007  01/01 - 12/31/2006
TEUR TEUR
Pressure vessels 83.481 57.024
Industrial services 36.696 23.062
Membrane technology 14.346 12.465
Engineering 19.254 9.169
Plant engineering 5.662 1.729
Services 739 747
Total 160.178 104.196
The itemisation of sales according to geographically defined markets is as follows:
01/01 - 12/31/2007  01/01 - 12/31/2006
TEUR TEUR
Germany 75.226 43.831
. Other European countries 41.723 28.786
+ America 21.281 10.413
- Africa 826 1.614
Asia and Australia 21.122 19.552
Total 160.178 104.196
Sales are classified according to the countries of customers. They conform not necessarily with
the country of destination.
10. EBIT

EBIT can be itemised according to business unit as follows:

BORSIG Process Heat Exchanger GmbH
BORSIG Service GmbH

BORSIG Membrane Technology GmbH
GMT Membrantechnik GmbH

BORSIG ZM Compression GmbH
BORSIG Boiler Systems GmbH

BORSIG GmbH

Consolidation

Sum
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01/01 - 12/31/2007

01/01 - 12/31/2006

TEUR TEUR
28.935 12.292
6.559 2.767

2.820 801

769 390

702 -229
-2.414 -1.223

-6.325 -626
3.477 1.290
34.523 15.462
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11. Consolidated Profit
In the financial year the consolidated toss amounted to TEUR -66 under consideration of the

profit transfer (previous year TEUR 564). TEUR 307 (previous year TEUR 150) of the consoli-
dated earnings can be attributed to minority shareholders.

Other information

1.  Number of employees
The average number of employees according to group is as follows:

01/01 - 12/31/2007  01/01 - 12/31/2006

Employees 255 217
Labourers ' 157 130
Trainees 27 28
Total 439 375

n determining the average number of employees, only the company's own personnel was ta-
ken into consideration.

2. Other financial obligations

There are the following other financial obligations (in TEUR):

SUM
per annum
Bank guarantees 96.220
Rent 2.053
Service contracts 802
Company vehicles 164
Hire purchase agreement 290
Leasing contracts 214
Licence contracts 43
Commissions 11.407
Total 111.193

There were no further disclosure contingencies and other financial obligations under the terms
of § 285 Nr. 3 HGB.
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3. Managing directors

Mr. Konrad Nassauer is the sole managing director of BORSIG GmbH. Mr. Nassauer's profes-
sion as managing director is engineering.

Regarding the managing directors” benefits § 286 sec. 4 HGB was exercised and a declaration
was abandoned.

4. Consolidated group

Within the consolidated financial statements of BORSIG GmbH, Berlin, the following compa-
nies are included:

s BORSIG GmbH, Berlin

¢ BORSIG Process Heat Exchanger GmbH, Berlin
¢ BORSIG Service GmbH

+ BORSIG Membrane Technology GmbH, Berlin

o  GMT Membrantechnik, GmbH, Rheinfelden

» BORSIG ZM Compression GmbH, Berlin

+ BORSIG Boiler Systems GmbH, Hamburg

The consolidated subgroup financial statements of BORSIG GmbH will be included in the con-
solidated financial statements of BORSIG Beteiligungsverwaltungsgesellschaft, Berlin (HR B

102390B at local court Berlin-Charlottenburg).

The consolidated financial statements of BORSIG Beteiligungsverwaltungsgeseilschaft mbH
will be published in the electronic Federal Gazette.

The purchase contract, which agrees the take over of the BORSIG group by KNM Group Ber-

had, was signed on February 29, 2008. The purchase contract is subject to the approval of the
acquiring companies owners.

Berlin, April 17, 2008

Konrad Nassauer
Managing director
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PricewaterhouseCoopers

Auditor's Report
To Borsig GmbH

We have audited the consolidated financial statements, prepared by Borsig GmbH, Berlin,
comprising the balance sheet, the income statement, the notes to the consolidated financial
statements, cash flow statement and statement of changes in equity, together with the group
management report for the business year from January 1, 2007 to December 31, 2007. The
preparation of the consolidated financial statements and the group management report in ac-
cordance with German commercial law is the responsibility of the Company's Managing Direc-
tor. Our responsibility is to express an opinion on the consolidated financial statements and the
group management report based on our audit.

We conducted our audit of the consclidated financial statements in accordance with § (Arti-
cle) 317 HGB ("Handelsgesetzbuch”: "German Commercial Code") and German generally ac-
cepted standards for the audit of financial statements promulgated by the Institut der
Wirtschaftsprifer (institute of Public Auditors in Germany) (IDW). Those standards require that
we plan and perform the audit such that misstatements materially affecting the presentation of
the net assets, financial position and results of operations in the consolidated financial state-
ments in accordance with German principles of proper accounting and in the group manage-
ment report are detected with reasonable assurance. Knowledge of the business activities and
the economic and legal environment of the Group and expectations as to possible misstate-
ments are taken into account in the determination of audit procedures. The effectiveness of the
accounting-related internal control system and the evidence supporting the disclosures in the
consolidated financial statements and the group management report are examined primarily on
a test basis within the framework of the audit. The audit includes assessing the annual financial
statements of the companies included in consolidation, the determination of the companies to
be inciuded in consolidation, the accounting and consolidation principles used and significant
estimates made by the Company's Managing Director, as well as evaluating the overall presen-
tation of the consolidated financial statements and the group management report. We believe
that our audit provides a reasonable basis for our opinion.

Our audit has not led to any reservations.

0.0518048.002
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PricewaterhouseCoopers

In our opinion based on the findings of our audit, the consolidated financial statements comply
with the legal requirements and give a true and fair view of the net assets, financial position and
results of operations of the Group in accordance with (German) principles of proper accounting.
The group management report is consistent with the consolidated financial statements and as a
whole provides a suitable view of the Group's position and suitably presents the opportunities
and risks of future development.

Berlin, April 18, 2008

PricewaterhouseCoopers
Aktiengesellschaft
Wirtschaftspriifungsgesellschaft

sgd. Hermann Mollers sgd. ppa. Steffen Heilmann
Wirtschaftspriifer Wirtschaftspriifer
(German Public Auditor) (German Public Auditor)

0.0518048.002
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APPENDIX X

FURTHER INFORMATION

DIRECTORS’ RESPONSIBILITY STATEMENT

This Circular has been approved by the Board and they collectively and individually accept full
responsibility for the accuracy of the information given and confirm that, after having made all
reasonable enquiries and to the best of their knowledge and belief, there are no other material
facts the omission of which would make any statement in this Circular misleading.

The information relating to the Borsig Group have been obtained from the management of
Borsig via a virtual data room made available during the due diligence process, and the sole
responsibility of the Directors of KNM is limited to ensuring such information is accurately
reproduced In this Circular.

CONSENTS

Aseambankers, being the Principal Adviser for the Proposed Acquisition, has given and has
not subseguently withdrawn its written consent to the inclusion in this Circular of its name and
all references thereto in the form and context in which it appears in this Circular.

ZJ Advisory Sdn Bhd, being the Financial Adviser for the Proposed Acquisition, has given and
has not subsequently withdrawn its written consent fo the inclusion in this Circular of its name
‘and all references thereto in the form and context in which it appears in this Circular.

KPMG, being the Reporting Accountants for the Proposed Acquisition, has given and has not
subsequently withdrawn its written consent to the inclusion in this Circular of its name and all
references thereto in the form and context in which it appears in this Circular.

Holters & Elsing Rechtsanwalte, having expressed their legal opinion and opinions on the
policies on foreign investments and repatriation of profits of Germany in relation to the
Proposed Acquisition (“Opinions”™), has given and has not subsequently withdrawn its written
consent to the inclusion in this Circular of its name and all references thereto in the form and
context in which it appears in this Circular.

CONFLICT OF INTEREST

As at the Cut-Off Date, KNM has total outstanding group borrowings amounting to
approximately RM230.0 million out of the total limit available of approximately RM505.7
million and a bridging loan in relation to the Proposed Acquisition with Malayan Banking
Berhad ("MBB"), the parent company of Aseambankers. The said bridging loan has not been
drawndown.

The abovementioned bridging loan is for the purposes of financing, whether partly or fully, the
Proposed Acquisition. The said borrowings are extended by MBB in the ordinary course of
MBB’s business. Save as disclosed above, Aseambankers hereby confirms that there is no
conflict of interest in our capacity as the Principal Adviser to the Company for the Proposed
Acquisition.

ZJ Advisory Sdn Bhd, confirms that there is no conflict of interest in its capacity as the
Financial Adviser for this Circutar.

KPMG, confirms that there is no conflict of interest in its capacity as the Reporting
Accountants for this Circular.

Holters & Elsing Rechtsanwalte, confirms that there is no conflict of interest in its capacity to
express their Opinions to the Company for this Circular.
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4., MATERIAL LITIGATION

The Directors confirm that as at the date of this Circular, the Group is not engaged in any
material litigation, claims or arbitration, either as plaintiff or defendant, and the Directors do
not have any knowledge of any proceedings, pending or threatened, against the Group or of
any facts likely to give rise to any proceedings which may materially and adversely affect the
financial position or business of the Group.

5. MATERIAL CONTRACTS

Save as disclosed below, neither KNM nor any of its subsidiaries have entered into any
contracts which are or may be material (hot being contracts entered into in the ordinary
course of business of the Company or its subsidiaries) during the 2 years immediately
preceding the date of this Circular:

(a) A memorandum of agreement between KNM and Sofinter SpA of Italy dated 30 May
2006 to enter into joint ventures in Malaysia and China in relation to the designing,
manufacturing and fabricating industrial boilers and heat recovery steam generators,
involving the incorporation of joint venture companies in Malaysia and China to be
controlled by KNM and Sofinter SpA respectively;

{b) A memorandum of agreement between KNM and the existing shareholders of Virgo
Pulse Sdn Bhd ("VPSB”) dated 5 July 2006, whereby KNM proposes to acquire 90%
of the equity interest of VPSB comprising 9,000 ordinary shares of RM1.00 each from
the existing shareholders of VPSB for a cash consideration of RM27,500,000;

{¢) Programme Agreement between KNM Capital Sdn Bhd (KNM Cap), Aseambankers
and AmMerchant Bank Berhad dated 26 September 2006, Underwriting Facility
Agreement between KNM Cap, Aseambankers and AmMerchant dated 25
September 2006, Trust Deed between KNM, KNM Cap and Equity Trust (Malaysia)
Berhad (“Equity Trust") dated 25 September 2006, Depository and Paying Agency
Agreement between KNM Cap, Bank Negara Malaysia, Aseambankers and Equity
Trust dated 25 September 2006, Security Agency Agreement between KNM Cap and
Equity Trust dated 25 September 2006, Mudharabah Agreement between KNM and
KNM Cap dated 25 September 2006, Asset Purchase Agreement between KNM Cap
and Aseambankers dated 25 September 2006, Asset Sale Agreement between KNM
Cap and Aseambankers dated 25 September 2006 and Accounts Agreement
between KNM Cap and Equity Trust dated 25 September 2006 in refation to the
issuance of up to RM300.0 million in nominal value of Islamic commercial
papers/Islamic medium term notes;

(d) A conditional share purchase agreement between KNMPS, shareholders of Process
Heat Transfer Pty Ltd and Process Heat Transfer Pty Ltd dated 27 November 2008
for the acquisition of 49% (less 1 share) equity interest in KNM Pty Ltd, comprising
2,107,000 fully paid-up ordinary shares and 1 partially paid-up ordinary share for a
cash consideration of Australian Dollars 5,445,000 by KNMPS;

(e) An exclusive shareholders agreement dated 9 February 2007 between KNM
Renewable Energy Sdn Bhd (“KNMRE”} and Crown Iron Works Company (“Crown”),
a company based in Delaware, United States of America to incorporate and
subscribe for shares in a joint venture company which will advertise, promote, tender
and engage in the sale of engineering procurement construction and commissioning
bases for biodiesel, oleochemicals, refining and solvent extractions plants in
Malaysia, Indonesia, Thailand, Vietnam, Australia, Singapore, New Guinea, New
Zealand, Philippines, Myanmar, Laos, Cambodia and Brunei. 60% equity interest in
the joint venture company will be held by KNMRE and 40% equity interest will be held
by Crown;
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f) A joint venture and shareholders agreement between KNMI and Themar Ltd Co
(*Themar”) of Saudi Arabia dated 12 April 2007 to incorporate and subscribe for
shares in a joint venture company which will undertake the design, manufacture,
fabricate, construct, assembly, commission and maintenance of process equipment,
mounted bullets, pressure vessels, heat exchangers, skid mounted assemblies,
process piping systems, storage tanks, specialized structural assemblies, and module
assemblies for the oil, gas and petrochemical industries. 51% equity interest in the
joint venture company will be held by KNMI and the balance equity interest will be
held by Themar;

(9) A memorandum of agreement dated 4 September 2007 between KNMRE and Yee
Kin Kong and Teh Choo Khim to register KNM’s intention to acquire 100% equity
interest in Pisces Engineering Sdn Bhd comprising 500,000 ordinary shares of
RM1.00 each for a purchase consideration of RM50.0 million. The memorandum of
agreement was terminated after lapse of time on 30 April 2008;

(h) A memorandum of agreement dated 12 December 2007 between KNMI and Joao
Ronaldo Periera, Jose Maria Vieira de Novaes and Rozimirc Ferreira Lopes to
register KNM|I’s intention to acquire 80% equity interest in HZM Companies (namely
HZM Industrial Lida, HZM Servicos Ltda and HZM S.A Ltda) for a consideration of up
to Brazilian Real 27.0 million;

(i) A master agreement dated 8 January 2008 between KNM and Eliimetal International
N.V. to acquire 100% equity interest in Ellimetal NV for a consideration sum of Euro
20.0 million; and

() A memorandum of agreement dated 12 February 2008 between KNMPS and David
K. Stevens for the parties to exclusively co-operate and set up KPS Technology &
Engineering LLC in Kansas, United States of America for the purposes of owning and
providing services to clients in the oil and gas industries and energy/power industries
in the fields of sulphur removal and sulphur recovery technologies.

)] A sale and purchase agreement dated 29 February 2008 between KNMPS with
several vendors to  acquire 100%  equity interest  in Borsig
Beteiligungsverwaltungsgesellschaft mbH (Borsig) comprising 12 fully paid-up
ordinary shares for a total cash consideration of Euro350,000,000 ("Cash
Consideration”). The Cash Consideration is equivalent to approximately
RM1,669,500,000 based on an exchange rate of RM4.77:Euro1.00.

6. DOCUMENTS FOR INSPECTION

Copies of the following documents will be available for inspection at the registered office of
KNM at 15 Jalan Dagang SB4/1, Taman Sungei Besi Indah, 43000 Seri Kembangan, Selangor
Darul Ehsan, during normal business hours from the date of this Circular up to the date of the
EGM:

(a) Memorandum and Articles of Association of KNM and KNMPS;
(b) Audited financial statements of the KNM Group for the past two (2) financial years

ended 31 December 2005 and 31 December 2006 and the unaudited results for the
financial ended 31 December 2007;

(c) Letters of consent referred to in Section 2 of this Appendix;
(d) Material contracts referred to in Section 5 of this Appendix;
(e) Directors’ report referred to Appendix 11 of this Circular;
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) Proforma consolidated balance sheets of the KNM Group as at 31 December 2007
together with the reporting accountants’ letter thereon referred to Appendix Ill of this
Circular;

() Expert report on policies on foreign investments and repatriation of profits of

Germany referred to Appendix IV of this Circular;

(h) Export report on the fairness of the cash consideration referred to Appendix V of this
Circular;

(i) Legal opinion from Holters & Elsing Rechtsanwalte referred to Appendix VI of this
Circular; and

{) Tax opinion on the tax regime in Germany referred to Appendix VIl of this Circular.
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KNM GROUP BERHAD
(Company No: 521348-H)
{Incorporated in Malaysia)

NOTICE OF EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting (*EGM”) of KNM Group Berhad ("KNM” or
“the Company”) will be held at Parameswara Ballroom, Level 2, Palace Beach & Spa, Jalan Dulang, MINES
Resort City, 43300, Seri Kembangan, Selangor Darul Ehsan on Friday, 30 May 2008 at 10.00 a.m. for the
purpose of considering and, if thought fit, passing the following resolutions:

ORDINARY RESOLUTION

o PROPOSED ACQUISITION BY KNM PROCESS SYSTEMS SDN BHD ("KNMPS"), A
WHOLLY-OWNED SUBSIDIARY OF KNM, OF 100% EQUITY INTEREST IN BORSIG
BETEILIGUNGSVERWALTUNGSGESELLSCHAFT MBH (“BORSIG”) FOR A CASH
CONSIDERATION OF EURODOLLAR ("EURO"} 350,000,000 ("PROPOSED
ACQUISITION™)

“THAT, subject always to the approvals of all relevant authorities being obtained, APPROVAL BE
AND IS HEREBY GIVEN for the acquisition by KNMPS, a wholly-owned subsidiary of KNM, of the
100% equity interest of Borsig for a total cash consideration of Euro 350,000,000 and upon terms and
conditions as stipulated in the Sale and Purchase Agreement dated 29 February 2008, entered into
between KNMPS and the Vendors of Borsig (“SPA”) or upon terms and conditions as stipulated in any
amendment, variation and/or supplemental agreement, arrangement or understanding thereto, as the
case may be, to be entered into by KNMPS and the Vendors of Borsig,

AND THAT the Directors of the Company be and are hereby authorised to do all such acts, deeds
and things, and to execute, sign and deliver on behalf of the Company all such documents, as may be
necessary to give fuil effect to the Proposed Acquisition with full powers to do all such acts and things
as may be necessary and/or required by the relevant authorities and assent to and accept any -
conditions, modifications, variations and/or amendments in any manner as may be necessary and/or
required by the relevant authorities or otherwise as the Directors of the Company may deem fit in their
absolute discretion and without limitation to the foregoing to do all such acts and things and take such
steps to amend and/or vary the SPA by entering into any variation and/or supplemental agreement,
arrangement, undertaking or understanding as may be required or deemed necessary or expedient
and generally to take all such steps and te do all acts and things in any manner as the Directors of the
Company deem fit, necessary and expedient to do in order to implement, finalise, complete and give
full effect to the Proposed Acquisition and to deal with all things in any manner as they may deem
necessary or expedient in connection with the Proposed Acquisition”.

By Order of the Board

CHIA KWOK WHY (MAICSA 7005833)
YEOH SENG CHONG (LS 006878)
Joint Company Secretaries

Seri Kembangan, Selangor Darul Ehsan
15 May 2008



Notes:

A proxy may but need not be a member of the Company and the provisions of Section 149(1)(b) of the
Act shall not apply to the Company.

To be valid this form duly completed must be deposited at the Registered Office of the Company at 15
Jalan Dagang SB4/1, Taman Sungai Besi Indah, 43300 Seri Kembangan, Selangor Darul Ehsan not less
than forty-eight (48) hours before the time for holding the meeting or any adjournment thereof.

A Member shall be entitled to appoint up to two (2} proxies to attend and vote at the same meetings.

Where a Member appoints two (2) proxies the appointment shall be invalid uniess he/she specifies the
proportions of his/her holdings to be represented by each proxy.

If the appointer is a corporation, this form must be executed under its Common Seal or under the hand of
its attorney.

Where a member is an authorised nominee as defined under the Central Depositories Act, it may appaint

at least one (1) proxy in respect of each Securities Account it holds with ordinary shares of the Company
standing to the credit of the said Securities Account.

- The rest of this page is intentionally left biank -
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KNM GROUP BERHAD
(Company No: 521348-H)
(Incorporated in Malaysia)

FORM OF PROXY

| Number of Shares Held | |

(FULL ADDRESS)
being a member/members of KNM GROUP BERHAD {Company No. 521348-H), hereby appoint * the
Chairman of the MEEtING OF ... ettt re e e e n ettt te e e et btaas s aa st eeeeas

as *my/ our proxy(ies) to attend and vote for *me/ us and on *my/ our behalf at Parameswara
Ballroom, Leve! 2, Palace Beach & Spa, Jalan Dulang, MINES Resort City, 43300, Seri Kembangan,
Selangor Darul Ehsan on Friday, 30 May 2008 at 10.00 a.m. and at any adjournment thereof to vote
as indicated below:

AGENDA FOR |AGAINST

Ordinary Resolution

Please indicate with an "X" in the spaces provided above on how you wish your vote to be cast. If you
do not do so, the proxy will vote or abstain from voting at his discretion.

The proportion of my holdings to be represented by my* proxy/(ies) are as follows:

First name proxy %
Second name proxy %
Total 100%

In case of a vote taken by a show of hands, the first proxy shall vote on *my/our behalf.

As witness my hand this ............... day of v 2008

Signature/Common Seal of Member(s)

“*

Delete if not appiicable



Notes:

A proxy may but need not be a member of the Company and the provisions of Section 149(1)(b) of the
Act shall not apply to the Company.

To be valid this form duly completed must be deposited at the Registered Office of the Company at 15
Jalan Dagang SB4/1, Taman Sungai Besi indah, 43300 Seri Kembangan, Selangor Darul Ehsan, not
less than forty-eight (48) hours before the time for holding the meeting or any adjournment thereof.

A Member shall be entitled to appoint up to two (2) proxies to attend and vote at the same meetings.

Where a Member appoints two {2) proxies the appointment shall be invalid uniess he/she specifies the
proportions of his/her holdings to be represented by each proxy.

If the appointer is a corporation, this form must be executed under its Common Seal or under the hand of
its attorney.

Where a member is an authorised nominee as defined under the Central Depositories Act, it may appoint

at least one (1) proxy in respect of each Securities Account it holds with ordinary shares of the Company
standing to the credit of the said Securities Account.
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