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AUDITED FINANCIAL STATEMENTS OF BORSIG GMBH FOR THE FINANCIAL YEAR ENDED 31

DECEMBER 2007 (Cont'd)
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.

- The rest of this page is intentionally left blank -
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