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On 21 November 2013, AVIC International Engineering Holdings Pte. Ltd. (hereinafter 

referred to as “AVIC Engineering”), Europe Project Management Pte. Ltd. (hereinafter 

referred to as “Europe Project Management”), Europe Technology Investment Pte. Ltd. 

(hereinafter referred to as “Europe Technology”) and Europe Engineering Holdings Pte. 

Ltd. (hereinafter referred to as “Europe Engineering”) (AVIC Engineering, Europe Project 

Management, Europe Technology and Europe Engineering hereinafter referred to as 

“Bidder”) have published the offer document, as defined in sec. 11 of the German 

Securities Acquisition and Takeover Act (Wertpapiererwerbs- und Übernahmegesetz, 

"WpÜG") (hereinafter referred to as “Offer Document”) for their voluntary public 

takeover offer to all shareholders of KHD Humboldt Wedag International AG, Cologne, 

Germany (hereinafter also referred to as "Target Company", "Company“ or "KHD AG" 

and, together with its subsidiaries consolidated in the Group’s balance sheet as of 31 

December 2012, referred to as "KHD Group"; the holders of shares of KHD Humboldt 

Wedag International AG are hereinafter referred to as the "KHD Shareholders") for the 

acquisition of the non-par value bearer shares they hold in KHD Humboldt Wedag 

International AG pursuant to sec. 14 para. 2 and para. 3 WpÜG (hereinafter referred to as 

"Offer" or “Takeover Offer”).  

 

According to sec. 1.1 of the Offer Document the Bidders do not act together in the form of a 

partnership (and in particular not in the form of a partnership organised under the German 

Civil Code (Gesellschaft bürgerlichen Rechts)) but as joint bidders (Bietergemeinschaft) 

within the meaning of sec. 2 para. 4 WpÜG. Therefore, each of the Bidders is in each case a 

bidder within the meaning of sec. 2 para. 4 WpÜG. 

 

The purchase price envisaged in the Offer Document for the shares in KHD AG (traded 

under ISIN DE0006578008, referred to hereinafter as “KHD shares” or one “KHD 

share”) is EUR 6.45 in cash (referred to hereinafter as the “Offer Price”).  

 

The Offer Document was delivered to the Management Board of KHD AG (hereinafter 

referred to as "Management Board") on 21 November 2013. The Management Board 

immediately forwarded the Offer Document to the Supervisory Board of the Company 

(hereinafter referred to as "Supervisory Board") and simultaneously to the Employees of 

the Company. 

 

In summary, the Management Board and the Supervisory Board consider the Offer Price for 

the KHD shares to be financially reasonable. The Management Board and the Supervisory 

Board recommend the acceptance of the Offer to the KHD Shareholders. Neither the 

members of the Management Board nor the members of the Supervisory Board consider 

themselves to be exposed to a conflict of interest in providing this Statement.  
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Pursuant to sec. 27 WpÜG, the Management Board and the Supervisory Board jointly 

submit the following joint statement in relation to the Offer (hereinafter referred to as 

"Statement"). 
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I.  

General Information 

 

 Legal Basis of this Statement 1.

 

Pursant to sec. 27 para. 1 sentence 1 WpÜG, the Management Board and the 

Supervisory Board of a target company are required to issue a reasoned opinion with 

respect to a takeover offer and any modification thereof. The present Statement is a 

joint statement by the Management Board and the Supervisory Board of KHD AG. 

 

 Factual Basis of this Statement 2.

 

 All information, expectations, forecasts, evaluations and forward-looking statements 

and declarations of intent included in this Statement are based on the information 

available to the Management Board and the Supervisory Board on the date of 

publication of this Statement. It reflects their assessments and intentions at that point 

of time. 

 

The Management Board and the Supervisory Board of KHD AG do not commit 

themselves, beyond any statutory obligations, to update this Statement. 

Unless otherwise expressly noted, information in this Statement concerning the 

Bidders and the Offer itself are based on publicly available information, particularly 

the Offer Document, for which no representation is made as to accuracy of the same. 

Unless otherwise expressly noted, information in this Statement concerning the 

Bidders, the persons acting jointly with them and their intentions and the Offer itself 

are based exclusively on the information contained in the Offer Document or other 

publicly available information.  

 

The Management Board and the Supervisory Board expressly point out that they are 

not in a position to verify the intentions expressed by the Bidders or to guarantee or 

influence their implementation. Nor, in principle, is there any obligation on the part 

of the Bidders to implement the intentions described in the Offer Document. It is 

possible, therefore, that the intentions of the Bidders will not be implemented after 

execution of the Offer. 

 

For details regarding the Offer, reference is expressly made to the Offer Document. 

 

 During the takeover process, both the Management Board and the Supervisory 

Board have brought in legal consultants to provide advice concerning the Offer 
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submitted by the Bidders and the content of the present Statement. Prior to issuance 

of this Statement, the Management Board and the Supervisory Board each 

commissioned an expert opinion on the financial fairness of the consideration 

offered by the Bidders (hereinafter: “Fairness Opinion”). The Management Board 

commissioned KPMG AG Wirtschaftsprüfungsgesellschaft, a firm of certified public 

accountants in Munich (hereinafter: “KPMG”) to prepare a fairness opinion. Said 

Fairness Opinion is enclosed as Appendix 1 to this Statement. In addition, the 

Supervisory Board commissioned Network Corporate Finance GmbH & Co KG, 

Düsseldorf, (hereinafter: “Network Corporate Finance”) as its own advisor to 

assess the fairness of the Offer Price. The Fairness Opinion prepared by Network 

Corporate Finance is enclosed as Appendix 2 to this Statement. 

 

The content, conclusions and analytical methods of the Fairness Opinion provided 

by KPMG were presented in detail to the Management Board of KHD AG at its 

meeting on 28 November 2013 and were discussed at length by the Management 

Board and KPMG.  

 

On the basis of the Fairness Opinion provided by KPMG and the Fairness Opinion 

prepared by Network Corporate Finance, the Management Board then deliberated on 

this Statement at its meeting on 4 December 2013. The resolution to publish the 

Statement was adopted unanimously.  

 

At its meeting on 28 November 2013, the Supervisory Board of KHD AG 

deliberated with its consultants in detail on the written Fairness Opinion provided by 

Network Corporate Finance and on the draft version of this Statement. The decision 

to publish the statement was adopted on 5 December 2013 on the basis of the 

Fairness Opinion provided by Network Corporate Finance and in awareness of the 

Fairness Opinion prepared by KPMG.  

 

The Supervisory Board resolved on the issuing as well as the content of this joint 

Statement with 5 yes votes and 1 no-vote. 

 

 Forward-looking Statements 3.

 

This Statement includes certain forward-looking statements, including statements 

about the expected timing and completion of the Offer. Forward-looking statements 

express intentions, views, or expectations and entail known or unknown risks and 

uncertainties because these statements relate to events and depend on circumstances 

that are to occur in the future. Words such as "may", "should", "aim", "will", 
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"expect", "intend", "estimate", "anticipate", "believe", "plan", "seek", "continue", or 

similar expressions identify forward-looking statements. Although the Management 

Board and the Supervisory Board believe that the expectations reflected in such 

forward-looking statements are based on reasonable assumptions and, to the best of 

their knowledge and belief, they are correct and complete as of the date hereof, no 

assurance can be given that such statements will be fulfilled or prove to be correct, 

and no representations are made as to the future accuracy and completeness of such 

statements. Any such forward-looking statement must be considered in light of the 

fact that actual events or results may vary materially from such forward-looking 

statements because of, among other things, political, economic, or legal changes in 

the markets and environments in which KHD Group does business, competitive 

conditions, or risks inherent in KHD Group’s business model, as well as 

uncertainties, risks, and volatility in financial markets and other factors affecting 

KHD AG. 

 

 Publication of this Statement and any additional statements relating to potential 4.

amendments to the Offer 

 

In accordance with sec. 27 para. 3 and sec. 14 para. 3 sentence 1 WpÜG, this 

Statement, as well as any additional statements relating to potential amendments to 

the Offer, will be published (i) by posting them on the Internet on KHD AG's 

website at www.khd.com/corporate-news.html and (ii) by supplying copies free of 

charge at KHD Humboldt Wedag International AG, Colonia Allee 3, 51067 

Cologne, Germany, by e-mail to ir@khd.com or by fax to 0221 – 6504-1099. 

Reference to these forms of publication will be made in an announcement in the 

German Federal Gazette (Bundesanzeiger) as at 5 December 2013. This Statement 

and additional statements on any amendments to the Offer are published in German 

as well as in a non-binding English translation, which is available at 

www.khd.com/corporate-news.html or also by E-Mail to ir@khd.com or by fax to 

0221 – 6504-1099. No representation is made as to the accuracy of the non-binding 

English translation. Only the German version shall be binding. 

 

 Independent Review by KHD Shareholders 5.

 

The Management Board and the Supervisory Board of KHD AG wish to point out 

that the description of the Offer contained in this Statement is not meant to be 

exhaustive and that only the terms and conditions stated in the Offer Document and 

mailto:ir@khd.com
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any amendments to the Offer will be decisive and relevant for the conditions of the 

Offer. 

 

All KHD Shareholders should read the Offer Document carefully because it contains 

information which is relevant to them. The KHD Shareholders themselves are 

responsible for their decision concerning the Offer. KHD Shareholders who decide 

to accept the Offer are also responsible for complying with the terms and conditions 

included or described in the Offer Document. 

 

Every KHD Shareholder must make his own decision whether or not and to what 

extent he will accept the Offer by assessing the overall situation, his individual 

circumstances (including his personal tax situation) and his personal opinion as to 

the future development of the value and share price of KHD shares. In making this 

decision, the KHD Shareholders should use all sources of information available to 

them and take their personal interests sufficiently into account. Therefore, the 

Management Board and the Supervisory Board advise the KHD Shareholders to 

obtain individual tax and legal advice as necessary. 

 

According to sec. 1.5 of the Offer Document, also shareholders with permanent, 

habitual residence or domicile outside the Federal Republic of Germany can accept 

the Offer as KHD Shareholders with permanent, habitual residence or domicile in 

the Federal Republic of Germany, provided that provisions of the Offer Document 

and the applicable law are observed. The Management Board and the Supervisory 

Board wish to point out that they are not in a position to determine whether, upon 

accepting the Offer, the KHD Shareholders will be acting in compliance with all 

legal obligations that may apply to individual KHD Shareholders, in particular 

shareholders with permanent, habitual residence or domicile outside the Federal 

Republic of Germany. The Management Board and the Supervisory Board 

recommend that anyone who receives the Offer Document outside the Federal 

Republic of Germany or wishes to accept the Offer but is subject to the securities 

laws of a legal system other than that of the Federal Republic of Germany inform 

themselves about the legal situation and to act in accordance with it. 
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II.  

General Information about the Bidders and KHD 

 

 The Bidders 1.

1.1 Legal basis and capital structure of the Bidders 

 

(a) AVIC Engineering 

AVIC Engineering is a private company limited by shares incorporated under 

Singapore law on 24 April 2013 and registered with the Accounting and 

Corporate Regulatory Authority („ACRA”) in Singapore under registration 

number 201311037D. The registered office of AVIC Engineering is 10 

Collyer Quay # 27-00, Ocean Financial Centre, Singapore (049315), 

Singapore.  

The share capital of AVIC Engineering amounts to Euro 1 and is divided into 

one share.  

The object of AVIC Engineering is to engage in any act or activity that is not 

prohibited under any law currently in force in Singapore. To date, AVIC 

Engineering has not conducted any material activities other than those 

incident to the preparation of the Offer Document, conclusion of the 

agreements described in the Offer Document, securing of the financing of the 

Takeover Offer and holding and managing its own assets.  

AVIC Engineering currently does not hold any further sub-participations and 

has no employees. In connection with the Takeover Offer, AVIC Engineering 

acts purely as an acquisition company.  

(b) Europe Project Management 

Europe Project Management is a private company limited by shares 

incorporated under Singapore law on 13 September 2013 and registered with 

ACRA under registration number 201324956R. The registered office of 

Europe Project Management is 10 Collyer Quay # 27-00, Ocean Financial 

Centre, Singapore (049315), Singapore.  

The share capital of Europe Project Management amounts to EUR 1 and is 

divided into 100 shares.  

The object of Europe Project Management is to engage in any act or activity 

that is not prohibited under any law currently in force in Singapore. To date, 
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Europe Project Management has not conducted any material activities other 

than those incident to the preparation of the Offer Document, conclusion of 

the agreements described in the Offer Document, securing financing of the 

Takeover Offer and holding and managing its own assets.  

Europe Project Management currently does not hold any further sub-

participations and has no employees. In connection with the Takeover Offer, 

Europe Project Management acts purely as an acquisition company.  

(c) Europe Technology 

Europe Technology is a private company limited by shares incorporated 

under Singapore law on 13 September 2013 and registered with ACRA under 

registration number 201324950K. The registered office of Europe 

Technology is 10 Collyer Quay # 27-00, Ocean Financial Centre, Singapore 

(049315), Singapore.  

The share capital of Europe Technology amounts to EUR 1 and is divided 

into 100 shares.  

The object of Europe Technology is to engage in any act or activity that is not 

prohibited under any law currently in force in Singapore. To date, Europe 

Technology has not conducted any material activities other than those 

incident to the preparation of the Offer Document, conclusion of the 

agreements described in the Offer Document, securing financing of the 

Takeover Offer and holding and managing its own assets.  

Europe Technology currently does not hold any further sub-participations and 

has no employees. In connection with the Takeover Offer, Europe 

Technology acts purely as an acquisition company.  

(d) Europe Engineering 

Europe Engineering is a private company limited by shares incorporated 

under Singapore law on 13 September 2013 and registered with ACRA under 

registration number 201314627G. The registered office of Europe 

Engineering is 10 Collyer Quay # 27-00, Ocean Financial Centre, Singapore 

(049315), Singapore.  

The share capital of Europe Engineering amounts to EUR 1 and is divided 

into 100 shares.  
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The object of Europe Engineering is to engage in any act or activity that is 

not prohibited under any law currently in force in Singapore. To date, Europe 

Engineering has not conducted any material activities other than those 

incident to the preparation of the Offer Document, conclusion of the 

agreements described in the Offer Document, securing financing of the 

Takeover Offer and holding and managing its own assets. 

Europe Engineering currently does not hold any further sub-participations 

and has no employees. In connection with the Takeover Offer, Europe 

Engineering acts purely as an acquisition company.  

 

1.2 Corporate structure of the Bidders 

 

(a) AVIC Engineering 

The sole shareholder of AVIC Engineering is Goldimax Group Limited 

("Goldimax"), a company incorporated under the law of British Virgin 

Islands, with its registered office at 263 Main Street, Road Town, Tortola, 

British Virgin Islands. Goldimax is registered with The Registry of Corporate 

Affairs of the British Virgin Islands under registration number 1762812. The 

share capital of Goldimax currently amounts to EUR 75.31. In connection 

with the Takeover Offer, Goldimax acts exclusively as the holding company 

of AVIC Engineering and does not directly hold any KHD Shares. 

The shares in Goldimax are wholly owned by Golden Prosperity Group 

Limited ("Golden Prosperity"), a company incorporated under the law of 

British Virgin Islands, with its registered office at 263 Main Street, Road 

Town, Tortola, British Virgin Islands. Golden Prosperity is registered with 

The Registry of Corporate Affairs of the British Virgin Islands under 

registration number 1751767. The share capital of Golden Prosperity 

currently amounts to EUR 75.18. In connection with the Takeover Offer, 

Golden Prosperity acts exclusively as the holding company of Goldimax and 

does not directly hold any KHD Shares.  

The sole shareholder of Golden Prosperity is Kaihang Industrial Limited 

("Kaihang"), a company incorporated under the law of the British Virgin 

Islands, with its registered office at NovaSage Chambers, P.O. Box 4389, 

Road Town, Tortola, British Virgin Islands. Kaihang is registered with The 

Registry of Corporate Affairs of the British Virgin Islands under registration 
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number 1616646. The share capital of Kaihang currently amounts to USD 1 

and is divided into 1 share. In connection with the Takeover Offer, Kaihang 

acts exclusively as the holding company of Golden Prosperity and does not 

directly hold any KHD Shares. 

The sole shareholder of Kaihang is AVIC International Kairong Limited 

("Kairong"), a company incorporated under Hong Kong law, with its 

registered office at Room 305 3/F Arion Commercial Centre, 2-12 Queen's 

Road West, Hong Kong. Kairong is registered with the Companies Registry 

of Hong Kong under registration number 1493834. The share capital of 

Kairong currently amounts to USD 6,430,000 and is divided into 6,430,000 

shares. In connection with the Takeover Offer, Kairong acts exclusively as 

the holding company of Kaihang and does not directly hold any KHD Shares. 

The sole shareholder of Kairong is AVIC International Beijing Co. Ltd 

("AVIC Beijing"), a company incorporated under the law of the People's 

Republic of China ("PRC"), with its registered office at No. 6 Building, No. 

16 Hongda North Road, Beijing Economic and Technical Development Zone, 

Beijing, PRC. AVIC Beijing is registered in Beijing, PRC, under registration 

number 110000005004804. The share capital of AVIC Beijing currently 

amounts to RMB 800,000,000. In connection with the Takeover Offer, AVIC 

Beijing acts exclusively as the holding company of Kairong and does not 

directly hold any KHD Shares. 

The sole shareholder of AVIC Beijing is AVIC International Holdings 

Limited ("AVIC International"), a company incorporated under the law of 

the PRC, with its registered office at 25/F, Hangdu Building, CATIC Zone, 

Shennan Road Central, Futian District, Shenzhen, PRC. AVIC International 

is registered in Shenzhen, PRC, under registration number 

440301102761041. The share capital of AVIC International currently 

amounts to RMB 1,110,632,000 and is divided into 832,974,000 domestic 

shares and 277,658,000 H shares. AVIC International is a public company 

listed on the Stock Exchange of Hong Kong Limited (“HKSE”). The major 

shareholders of AVIC International are AVIC International Holding 

Corporation ("AVIC Holding"), holding approximately 39.4 per cent of 

AVIC International's shares and AVIC International Shenzhen Company 

Limited ("AVIC Shenzhen"), holding approximately 35.6 per cent of AVIC 

International's shares. In connection with the Takeover Offer, AVIC 

International acts exclusively as the holding company of AVIC Beijing and 

does not directly hold any KHD Shares. 
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AVIC Shenzhen is a company incorporated under the law of the PRC, with 

its registered office at 24F Hangdu Building, CATIC Zone, Shennan Road 

Central, Shenzhen, PRC. AVIC Shenzhen is registered in Shenzhen, PRC, 

under registration number 440301103089448. The share capital of AVIC 

Shenzhen currently amounts to RMB 1,000,000,000. In connection with the 

Takeover Offer, AVIC Shenzhen acts exclusively as the holding company of 

AVIC International and does not directly hold any KHD Shares. 

The sole shareholder of AVIC Shenzhen is AVIC Holding, a company 

incorporated under the law of the PRC, with its registered office at CATIC 

Building, no. 18 Beichendong Road, Chaoyang District, Beijing, PRC. AVIC 

Holding is registered in Shenzhen, PRC, under registration number 

100000000000991(4-1). The share capital of AVIC Holding currently 

amounts to RMB 8,459,000,000. In connection with the Takeover Offer, 

AVIC Holding acts exclusively as the holding company of AVIC Shenzhen 

and AVIC International and does not directly hold any KHD Shares. 

The major shareholder of AVIC Holding is Aviation Industry Corporation of 

China ("AVIC", AVIC together with its direct and indirect subsidiaries the 

"AVIC Group"), holding approximately 76.83 per cent of shares of AVIC 

Holding. AVIC is a company incorporated under the law of the PRC, with its 

registered office at AVIC Building, no. 128 Jianguo Road, Choayang District, 

Beijing, PRC. AVIC is registered in Beijing, PRC, under registration number 

100000000041923. AVIC is wholly owned by the PRC. Therefore, AVIC 

Engineering is indirectly controlled by the PRC. In connection with the 

Takeover Offer, AVIC acts exclusively as the holding company of AVIC 

Holding and does not directly hold any KHD Shares. 

Goldimax, Golden Prosperity, Kaihang, Kairong, AVIC Beijing, AVIC 

International, AVIC Holding, AVIC Shenzhen, AVIC and PRC are together 

referred to as the "Further Acquirers of Control". 

Schedule 1(a) of the Offer Document provides a detailed overview of AVIC 

Engineering's shareholder structure. 

Max Glory Industries Limited with registered office in Hong Kong, 

Room 305, Arion Commercial Centre, 2-12 Queen's Road West, Hong Kong, 

registered with the Companies Registry of Hong Kong under registration 

number 1532429 ("Max Glory") does not have any direct or indirect interest 

in AVIC Engineering, but is wholly owned by Kaihang.  
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(b) Europe Project Management 

The sole shareholder of Europe Project Management is Bright Horizon 

Global Limited ("Bright Horizon"), a company incorporated under the law 

of British Virgin Islands, with its registered office in 263 Main Street, Road 

Town, Tortola, British Virgin Islands. Bright Horizon is registered with The 

Registry of Corporate Affairs of the British Virgin Islands under registration 

number 1790393. The share capital of Bright Horizon currently amounts to 

EUR 1. In connection with the Takeover Offer, Bright Horizon acts 

exclusively as the holding company of Europe Project Management and does 

not directly hold any KHD Shares.  

The sole shareholder of Bright Horizon is Mr Yap Lian Seng, whose business 

address is 10 Collyer Quay # 27-00, Ocean Financial Centre, Singapore 

(049315), Singapore. 

Schedule 1(b) of the Offer Document provides a detailed overview of Europe 

Project Management's shareholder structure. 

(c) Europe Technology 

The sole shareholder of Europe Technology is Maystar Capital Limited 

("Maystar Capital"), a company incorporated under the law of British 

Virgin Islands, with its registered office in 263 Main Street, Road Town, 

Tortola, British Virgin Islands. Maystar Capital is registered with The 

Registry of Corporate Affairs of the British Virgin Islands under registration 

number 1790390. The share capital of Maystar Capital currently amounts to 

EUR 1. In connection with the Takeover Offer, Maystar Capital acts 

exclusively as the holding company of Europe Technology and does not 

directly hold any KHD Shares.  

The sole shareholder of Maystar Capital is Mr Yap Lian Seng.  

Schedule 1(c) of the Offer Document provides a detailed overview of Europe 

Technology's shareholder structure. 

(d) Europe Engineering 

The sole shareholder of Europe Engineering is Westley Global Group 

Limited ("Westley Global"), a company incorporated under the law of 

British Virgin Islands, with its registered office in 263 Main Street, Road 

Town, Tortola, British Virgin Islands. Westley Global is registered with The 

Registry of Corporate Affairs of the British Virgin Islands under registration 
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number 1790389. The share capital of Westley Global currently amounts to 

EUR 1. In connection with the Takeover Offer, Westley Global acts 

exclusively as the holding company of Europe Engineering and does not 

directly hold any KHD Shares.  

The sole shareholder of Westley Global is Mr Yap Lian Seng. 

Schedule 1(d) of the Offer Document provides a detailed overview of Europe 

Engineering's shareholder structure. 

 

1.3 Background information on the Bidders 

 

(a) AVIC Group 

AVIC is a Chinese state-owned aerospace and defence company. The history 

of AVIC dates back to 17 April 1951 when the Aviation Industry 

Administration Commission was established. In June 1993, China Aviation 

Industry Corporation was established as a Chinese consortium of aircraft 

manufacturers. The AVIC Group ranks 212 among the Fortune Global 500 

firms. Its business units cover among others defence and transport aircrafts, 

engines, helicopters, avionics and systems, general aviation, aviation 

research, flight testing, trade, transportation and logistics, asset management, 

financial services, engineering planning and construction and engineering, 

procurement and construction projects, automobiles and shipping. 

Furthermore, the AVIC Group is engaged in air-conditioning equipment, 

electronics, recycling, alternative energy, aircraft rental service, medical care, 

construction, real estate development, shopping malls and other sectors of the 

service industry.  

According to the audited PRC GAAP financial statements for the financial 

year ended on 31 December 2012, AVIC achieved consolidated revenues of 

approximately RMB 300.6 billion (approximately EUR 36.6 billion)
1
 in the 

financial year of 2012. As of 31 December 2012, AVIC had over 2,000 direct 

and indirect subsidiaries worldwide and employed approximately 479,000 

employees.  

                                                 
1
  Based on the exchange rate of EUR 1 = RMB 8.2207 as of 31 December 2012 (Source: European 

Central Bank, http://www.ecb.europa.eu/stats/exchange/eurofxref/html/eurofxref-graph-cny.en.html). 
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(b) Companies owned by Mr Yap Lian Seng  

Europe Project Management, Europe Technology and Europe Engineering 

and their respective sole shareholders Bright Horizon, Maystar Capital and 

Westley Global have been incorporated as acquisition and/or holding 

companies in connection with the Takeover Offer to assist AVIC Engineering 

in undertaking the Takeover Offer. All of these companies are either directly 

or indirectly wholly owned by Mr Yap Lian Seng, a citizen of Malaysia, 

resident in Singapore. According to sec. 5.6 of the Offer Document Mr Yap 

Lian Seng and Golden Prosperity agreed on mutual option rights which 

entitle and oblige, respectively Golden Prosperity to acquire all of the shares 

in Bright Horizon, Maystar Capital and Westley Global after the completion 

of the Takeover Offer.  

Regardless of their actual behaviour in connection with the bidding procedure, the 

persons acting in concert with the Bidders, as listed in Appendix 2 of the Offer 

Document, whose direct or indirect subsidiaries are the Bidders, are deemed to be 

persons acting in concert with the Bidders and each other within the meaning of 

sec. 2 para. 5 sentence 3 WpÜG.  

 

Further persons acting in concert with the Bidders are listed in Appendix 3 of the 

Offer Document.  

 

For further details concerning the business operations, products and services and on 

the key financial figures of the Bidders as well as the persons acting in concert with 

the Bidders, reference is made to the Offer Document (in particular to sec. 5). 

 

 The Target Company 2.

2.1 Legal Basis and Capital Structure 

 

KHD AG was originally established under the name Maschinenfabrik Fahr 

Aktiengesellschaft Gottmadingen in 1911 and was registered in the Commercial 

Register at the Local Court in Singen/Hohentwiel. After several changes of name, 

the company, which has had its registered office in Cologne since 2001, now has the 

name KHD Humboldt Wedag International AG. 

 

KHD AG is a public limited company which is listed on the stock exchange and 

registered in the Commercial Register of the Local Court in Cologne under company 

number HRB 36688. According to its articles of association, the objects of the 
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company are to acquire and sell interests in corporate enterprises and partnerships, in 

particular to hold interests in real estate and industrial enterprises and to manage 

these proprietary holdings. The share capital of KHD AG is EUR 49,703,573 and is 

divided into 49,703,573 non-par value bearer shares.  

 

Pursuant to sec. 5 of the articles of association, the Management Board is authorised 

with the approval of the Supervisory Board to increase the share capital once or 

several times in the period from 23 March 2010 up to and including 22 March 2015 

by up to a total amount of EUR 10,255.00 by issuing up to 10,255 new no-par value 

ordinary bearer shares against cash contributions and/or contributions in kind 

("Authorised Capital"). The shareholders shall in principle be granted a 

subscription right. The Management Board of KHD is, however, authorised to 

exclude the subscription right of the shareholders once or several times, 

respectively, with the consent of the Supervisory Board in the following cases: 

 if the capital increase is made against cash contributions and the proportion 

of the share capital allocated to the new shares, for which the subscription 

right has been excluded, does not exceed 10 per cent of the share capital, 

either with respect to the date on which the authorisation becomes effective 

or the date on which such authorisation is exercised, and the issue price of the 

new shares is not significantly lower in terms of sec. 203 para. 1 and 2 and 

sec. 186 para. 3 sentence 4 AktG than the stock market price of the shares 

already quoted on the stock exchange at the time of the final determination of 

the issuing price that are of the same type and that offer the same conditions; 

the upper limit of 10 per cent of the share capital should include shares which 

have been issued or which are to be issued to satisfy warrant bonds or 

convertible bonds, if these bonds have been issued in accordance with sec. 

186 para. 3 sentence 4 AktG excluding subscription rights; the upper limit of 

10 per cent of the share capital also includes those own shares of the 

company which are sold during the term of this authorised capital excluding 

the shareholders' subscription rights, pursuant to sec. 71 para. 1 no. 8 

sentence 5 and sec. 186 para. 3 sentence 4 AktG; 

 in the case of capital increases against contributions in kind to grant shares in 

order to acquire a company, any parts of a company or participations in 

companies as well as other assets;  

 for residual amounts; 
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 if a third party, which is not a credit institution in terms of sec. 186 para. 5 

AktG, subscribes for the new shares and ensures that the shareholders are 

allowed an indirect subscription right. 

The Management Board is authorised subject to the approval of the Supervisory 

Board to stipulate further details of the capital increase as well as its execution.  

Pursuant to sec. 4 of the articles of association, there is contingent capital in the 

amount of up to EUR 69,204.00 to be executed by the issue of up to 34,602 new 

ordinary bearer shares ("Contingent Capital"). The Contingent Capital increase 

shall only be executed to grant conversion rights and/or establish conversion 

obligations in compliance with the relevant conversion conditions for the holders of 

the convertible bonds issued by KHD AG before 29 August 2006 pursuant to the 

resolution adopted by the general shareholders' meeting on 29 August 2001 and to 

grant option rights pursuant to the relevant option conditions to the holders of the 

warrant bonds and warrants issued by KHD AG before 29 August 2006 pursuant to 

the resolution adopted by the general shareholders' meeting on 29 August 2001. The 

shares are to be issued at the conversion or option price (issue price) to be 

determined pursuant to the resolution adopted by the general shareholders' meeting 

on 29 August 2001 and subscription ratio. The Contingent Capital increase is to be 

implemented only to the extent that the holders of the forenamed convertible bonds 

or warrants exercise their conversion or option rights or the holders of bonds 

obliged to convert fulfil their conversion obligations. The new shares of KHD AG 

shall participate in the profits from the beginning of the financial year in which they 

are issued as a consequence of the exercise of conversion or option rights or the 

fulfilment of conversion obligations.  

The Management Board has not made use of such authorisations at the time of 

publication of this Statement. 

 

Since 2010, KHD AG shares have been traded on the Regulated Market at the 

Frankfurt Stock Exchange (General Standard segment) and on the XETRA 

electronic trading platform under ISIN DE0006578008 (WKN 657800). The shares 

are also listed on other German and international stock exchange centres.  
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2.2 Overview of KHD Group’s activities 

 

KHD AG is the parent company of KHD Group with subsidiaries in Europa, 

America, Asia and Australia. With its subsidiaries, KHD AG ranks as one of the 

world’s top equipment suppliers and service companies for the firms of the cement 

industry. The scope of services encompasses process technology, design, 

engineering, project management, the supply of technology and equipment as well as 

supervising the erection and commissioning of cement plants and related equipment. 

Customer services such as supplying spare parts, optimization of cement plants, and 

training plant personnel round out KHD’s service portfolio. The focus here is 

primarily on knowledge-intensive areas, in particular the design and engineering of 

the core components of a cement plant (grinding, pyro processing, system 

automation), process engineering, customer service, and training. The manufacturing 

of plant equipment is almost entirely outsourced to quality-certified, external 

manufacturers who work in accordance with KHD's specifications.  

 

In its capacity as the ultimate holding company of the Group, KHD AG holds a 

100% investment in KHD Humboldt Wedag GmbH, Cologne, Germany, which acts 

as a strategic management holding company. The 14 Group companies of KHD AG 

focus on the business segment of industrial plant engineering as well as related 

services. 

 

Corporate Structure of KHD 
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Since the end of 2010, there has been a strategic partnership between KHD AG and 

Beijing-based AVIC Beijing (formerly CATIC BEIJING CO. Ltd.). 

 

The partnership involves the joint participation in project tenders, in particular for 

turnkey plants (engineering, procurement, construction, or “EPC”) with a focus on 

the cement markets outside China, with AVIC Beijing as general contractor 

(covering the construction or “C” part) and KHD supplying the core technology 

(covering the engineering and the procurement or "EP" part for key equipment). 

Initial orders jointly acquired in accordance with these objectives, in Malaysia, 

Venezuela and Turkey, are already being implemented. Another goal is the 

cooperation of the two companies in the procurement, notably through a jointly use 

of AVIC’s procurement center in Beijing. 

 

2.3 Executive Bodies of KHD AG 

 

The Management Board of KHD AG currently comprises the members Jouni Olavi 

Salo (Chairman), Ralph Quellmalz and Yizhen ”Mario” Zhu.  

 

According to its articles of association, the Supervisory Board of KHD AG has six 

members and currently comprises Hubert Keusch (Chairman), Luc Antoine Baehni 

(Vice-Chairman), Michael Busch, Seppo Kivimäki, Helmut Meyer and Eliza Suk 

Ching Yuen 

 

2.4 Key Shareholders of KHD AG 

 

The table below shows which notifications pursuant to sec. 21 ff. of the Securities 

Trading Act (Wertpapierhandelsgesetz – WpHG) involving more than 3.0% of the 

voting rights are received by KHD AG at the time this Statement is issued.  

 

Shareholder / Notifying Party Voting Rights 

(in %) 

  

Aviation Industry Corporation of China, Beijing, China 39,03 

AVIC International Holding Corporation, Beijing, China  

AVIC International Shenzhen Company Limited,Shenzhen, 

China 
 

AVIC International Holdings Limited,Shenzhen, China  
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AVIC International Bejing Co. Limited, Beijing, China  

AVIC International Kairong Limited, Hong Kong, China  

Kaihang Industrial Limited, Tortola, British Virgin Islands  

Golden Prosperity Group Limited, Tortola, British Virgin 

Islands 

 

Goldimax Group Limited, Tortola,  British Virgin Islands  

AVIC International Engineering Holdings Pte. Ltd., 

Singapore 

 

Europe Project Management Pte. Ltd., Singapore  

Europe Engineering Holdings Pte. Ltd., Singapore  

Europe Technology Investment Pte. Ltd., Singapore  

Bright Horizon Global Limited, British Virgin Islands  

Westley Global Group Limited, British Virgin Islands  

Maystar Capital Limited, British Virgin Islands  

Yap Lian Seng, Singapore  

Max Glory Industries Limited, Hong Kong, China  

  

Tito Tettamanti, Switzerland 15,08 

GRITLOT LIMITED, Douglas, Isle of Man  

Sterling Stratecic Value Limited, Tortola, British Virgin 

Islands 

 

RWC European Focus Master Inc., Camana Bay, Cayman 

Islands 

 

Massimo Pedrazzini, Switzerland  

MP Advisors SA, Lugano, Switzerland  

Guilia Nobili, Fürstentum Monaco  

RWC Asset Management LLP, London, United Kingdom  

Monolith N.V., Amsterdam  

  

Peter Kellogg, USA  5,70 

IAT Reinsurance Company Ltd., Hamilton, Bermuda   

  

The Desmarais Family Residuary Trust,  

Montreal, Canada 

3,15 

Nordex Inc.  

Gelco Enterprises Ltd.  

Power Corporation of Canada  

171263 Canada Inc.  

Power Financial Corporation  

Great-West Lifeco Inc.  

The Great-West Life Assurance Company  

Canada Life Financial Corporation  

The Canada Life Assurance Company  

Canada Life Capital Corporation Inc.  

Canada Life International Holdings Limited  

Canada Life Irish Holding Company Limited  
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Canada Life Europe Investment Limited  

Canada Life Assurance Europe Limited  

 

Furthermore, KHD AG holds 229,136 treasury shares. The Management Board is 

authorized subject to the approval of the Supervisory Board to sell these treasury shares in 

the interest of the Company other than on the stock exchange or by way of an offer to all 

shareholders, in particular to transfer the shares to third parties as consideration for 

acquisition of or participation in companies or as consideration for other assets or services 

or to sell the shares to institutional investors. The remaining KHD shares are free float.  

 

III.  

Information about the Offer 

 

 Implementation of the Offer 1.

 

The Offer is a voluntary public takeover offer (cash offer) for the acquisition of all 

KHD Shares pursuant to sec. 29 ff. WpÜG. The Offer is governed by the laws of 

Germany, in particular the provisions in the German Securities Acquisition and 

Takeover Act (Wertpapiererwerbs- und Übernahmegesetz – WpÜG) and the WpÜG 

Offer Regulations (referred to hereinafter as the “WpÜG-AngVO”).  

 

For KHD Shareholders who are domiciled abroad, certain restrictions apply to which 

attention is drawn in the Offer Document. The Management Board and the 

Supervisory Board have not checked compliance with requirements of any foreign 

legal regimes.  

 

 Main Terms of the Offer 2.

2.1 Offer Price 

 

The Bidders offer to purchase and acquire all the KHD shares, including entitlement 

to dividends for the 2013 financial year, for the Offer Price of EUR 6.45 per KHD 

share, on the terms specified in the Offer Document.  
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2.2 Acceptance Period and Additional Acceptance Period 

 

The period for acceptance of the Offer (hereinafter referred to as “Acceptance 

Period”) began on 21 November 2013 and ends on 19 December 2013, 24 hours 

Local Time Frankfurt/Main, subject to any legal extensions.  

 

KHD Shareholders who have not accepted the Offer within the Acceptance Period 

may accept the Offer within two weeks after the Bidders have published the result of 

the Offer in accordance with sec. 23 para. 1 sentence 1 no. 2 WpÜH (hereinafter 

referred to as "Additional Acceptance Period"). The Offer can no longer be 

accepted once the Additional Acceptance Period has expired 

 

Publication of the preliminary result of the Offer is expected within three banking 

days after expiry of the Acceptance Period. The Additional Acceptance Period is, 

therefore, expected to begin on 30 December 2013 and to end on 13 January 2014, 

24 hours Local Time Frankfurt/Main.  

 

2.3 Execution Conditions 

 

As described in sec. 12 of the Offer Document, the Offer and the agreements 

concluded with the KHD Shareholders on the basis of the Offer and its acceptance 

are subject to the following condition precedent (the "Offer Condition"): 

 

The Turkish Competition Board has unconditionally approved the planned 

acquisition of KHD Shares in accordance with the Offer under the Competition Act 

no later than by 31 March 2014 or the acquisition is deemed to have been approved 

under the Competition Act as of this date. 

 

If the condition precedent, pursuant to this sec. 12.1 of the Offer Document, has not 

been fulfilled by 31 March 2014 at the latest or if the Bidders do not waive, if 

permissible, fulfilment of the condition one business day before the end of the 

Acceptance Period at the latest, the respective purchase agreements with the KHD 

Shareholders, which have already accepted the Offer, will not become effective. The 

Offer will not be executed in this case. 

 

Pursuant to sec. 21 para. 1 sentence 1 no. 4 WpÜG, the Bidders may waive in 

advance the Offer Condition, to the extent legally permissible, up to one business 

day before the end of the Acceptance Period. A waiver is equivalent to satisfaction 

of the Offer Condition. 
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2.4 Relevance of the Offer Document  

 

For any information regarding the Acceptance of the Offer, the acceptance 

procedures, the possibilities of withdrawal and the financing of the Offer as well as 

for more details, reference is made to the respective statements in the Offer 

Document. The above should therefore be understood as only an excerpt from the 

information contained in the Offer Document and does not claim to be complete. It 

is the sole responsibility of each KHD Shareholder to take note of the Offer 

Document and to take the actions necessary for him.  

 

The Offer Document was published on the Internet at www.avicgo1.de and will be 

supplied free of charge by the bank Neelmeyer AG, Am Markt 14 – 16, 28195 

Bremen, by fax to (+49 (0) 421 3603153. The corresponding announcement 

pursuant to sec. 14 para. 3 sentence 1 no. 2 WpÜG was published in the German 

Federal Gazette (Bundesanzeiger) on 21 November 2013. 

 

IV.  

Statement regarding the type and amount of the Consideration pursuant to sec. 27 

para. 1 sentence 2 no. 1 WpÜG 

 

 Type of Consideration: Cash Offer 1.

 

The Offer made by the Bidders envisages a purely pecuniary consideration as 

payment for the shares. This is compliant with the statutory requirement in sec. 31 

para. 2 sentence 1 WpÜG. 

 

 Amount of Consideration 2.

2.1 Statutory stipulation regarding the amount of consideration 

 

In the event of a public takeover offer for the acquisition of control in a target 

company pursuant to sec. 29 para. 2 WpÜG, pursuant to sec. 5 para. 1 and sec. 4 

WpÜG-AngVO the consideration must at least be equal to the higher of the two 

following values: 

 

http://www.avicgo1.de/
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a) the weighted average domestic stock exchange price of KHD shares during 

the last three months prior to publication of the Bidders’ decision to issue a 

Takeover Offer on 11 October 2013 pursuant to sec. 10 para. 1 WpÜG (the 

“Three Months’ Average Price”); or 

 

b) the value of the maximum consideration agreed upon or granted by the 

Bidders, an individual acting in concert with it pursuant to sec. 2 para. 5 

WpÜG, or its subsidiaries for the acquisition of KHD Shares during the last 

six months before publication of the Offer Document pursuant to sec. 14 

para. 2 WpÜG (“Six Months’ Maximum Price”). 

 

The Federal Financial Supervisory Authority (“BaFin”) determined the Three 

Months' Average Price per KHD Share to be EUR 4.78 on the relevant reference 

date, 10 October 2013.  

 

According to sec. 5.4 of the Offer Document, on 11 October 2013, AVIC 

Engineering entered into share purchase and transfer agreements with the following 

KHD Shareholders (together the "Selling Shareholders") regarding the purchase 

of KHD Shares in the following amount (together the "Share Purchase 

Agreements"): 

 

 
Selling Shareholder KHD Shares Share in the voting 

capital
(*)

 (rounded) 

IAT Reinsurance Company Ltd. 3,647,234 7.37 % 

Occidental Fire & Casualty Company of North 

Carolina 

295,307 0.60 % 

Harco National Insurance Company 311,684 0.63 % 

Transguard Insurance Company of America, Inc. 83,144 0.17 % 

Acceptance Casualty Insurance Company 22,727 0.04 % 

Acceptance Indemnity Insurance Company 162,878 0.33 % 

Bermuda Partners, L.P. 30,984 0.06 % 

Wilshire Insurance Company Ltd. 404,598 0.82 % 

Peter and Cynthia Kellogg Foundation 1,474,102 2.98 % 

JC Kellog Foundation 850,000 1.72 % 

MFC Industrial Ltd. 1,443,695 2.92 % 

True Heritage Limited 730,000 1.47 % 

 

Total 9,456,353 19.11 % 

(*) Taking into account 229,136 treasury shares of KHD AG. 

 

According to the Share Purchase Agreements, AVIC Engineering shall acquire a 

total of 9,456,353 KHD Shares constituting approximately 19.03 per cent of KHD 



 

 29 

AG's total share capital and approximately 19.11 % of KHD AG's voting capital
2
 at 

a purchase price of EUR 6.45 per KHD Share. Each of the Share Purchase 

Agreements is now still subject to the same condition precedent as the condition 

precedent to the Offer set out in sec. 12.1 of the Offer Document. 

 

The Offer Price of EUR 6.45 per KHD Share is equal to the purchase price of the 

aforementioned acquisitions and meets the requirements pursuant to sec. 31 para. 1 

WpÜG as well as sec. 4 and 5 WpÜG-AngVO.  

 

2.2 Fairness Opinion 

2.2.1 Fairness Opinion of KPMG  

 

In response to the Offer made by the Bidders, the Management Board commissioned 

KPMG to prepare a fairness opinion on the financial adequacy of the Offer Price 

promulgated by the Bidders. When assessing the financial adequacy of the Offer 

within the meaning of IDW standards “Principles for Preparing Fairness Opinions” 

defined in the standard issued by the German Institute of Certified Public 

Accountants (IDW) (hereinafter “IDW S8”), KPMG had both publicly available and 

non-publicly available information that was provided to KPMG by the Management 

Board of KHD AG, or communicated to KPMG at a number of meetings with the 

management.  

 

When drafting its Fairness Opinion (hereinafter: “KPMG Fairness Opinion”), 

KPMG applied standard valuation methods and used capital value-based valuation 

methods (discounted cash flow method), market price-oriented methods (market 

price analysis, analysis of pre-acquisition prices, multiplier method) as well as 

additional information (target prices from financial analysts). KPMG’s analyses 

were based on the budget planning of KHD AG as at November 2013. The KPMG 

Fairness Opinion concludes with the following finding: 

 

“Based on the activities conducted by us in compliance with IDW S8, we are of the 

opinion that the consideration offered by the Bidders in the amount of € 6.45 per 

share of KHD Humboldt Wedag International AG is financially reasonable within 

the meaning of IDW S 8.” 

 

KPMG presented and explained its analysis to the Management Board and the 

Supervisory Board in the meeting of the Supervisory Board on 28 November 2013, 

                                                 
2
  Taking into account 229,136 treasury shares of KHD AG. 
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in which all members of the Management Board and the Supervisory Board were 

present. 

 

The full text of the KPMG Fairness Option as of 3 December 2013 is attached as 

Appendix 1 to this joint Statement of the Management Board and the Supervisory 

Board.  

 

The Management Board wishes to point out that the Fairness Opinion of KPMG was 

issued exclusively for purposes of informing and assisting the Management Board 

and the Supervisory Board of KHD AG in evaluating the Offer. The Fairness 

Opinion is neither addressed to third parties, nor does it constitute rights for any 

third party. No contractual relationship will be established between KPMG and any 

third party in connection with the KPMG Fairness Opinion. Neither the Fairness 

Opinion nor the underlying service agreement between KPMG and the Company 

will have any beneficiary effect for third parties. In particular, the Fairness Opinion 

is not addressed to the KHD Shareholders nor does it represent a recommendation on 

the part of KPMG to the KHD Shareholders to accept or not to accept the Offer. 

KMPG’s consent to attach the Fairness Opinion as an appendix to this Statement 

serves exclusively for the transparency of the information basis of the Management 

Board and the Supervisory Board, and does not represent any addition to or 

expansion of the group of people to whom this Fairness Opinion is addressed or who 

are permitted to rely on this Fairness Opinion and cannot be construed as such. 

Moreover, the KPMG Fairness Opinion makes no statement concerning the relative 

advantages and disadvantages of the Offer vis-à-vis other business strategies or 

transactions that might be available to the Bidders or the Company. The information 

provided by KHD AG, as instructed, have not been audited or reviewed. An 

evaluation of the completeness and accuracy of this Statement of the Management 

Board and the Supervisory Board of KHD AG according to sec. 27 WpÜG is not 

part of the Fairness Opinion of KPMG. 

 

The Management Board would also like to point out that KMPG is under no 

obligation to update the Fairness Opinion in relation to events occurring after its 

issuance.  

 

2.2.2 Fairness Opinion of Network Corporate Finance 

 

Independently of the Management Board, the Supervisory Board commissioned 

Network Corporate Finance to issue an opinion to the Supervisory Board on the 
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financial reasonableness of the consideration being offered (hereinafter: the 

“Network Corporate Finance Fairness Opinion”). 

 

Network Corporate Finance was mandated so that the Supervisory Board could be 

advised independently by a finance consultant who was not already working for the 

Management Board of the company. 

 

Network Corporate Finance presented and explained its analyses, which were 

conducted independently of KPMG, to the Supervisory Board at the Supervisory 

Board meeting held on 28 November 2013. The Network Corporate Finance 

Fairness Opinion was submitted to the Supervisory Board on 28 November 2013. In 

its Fairness Opinion, Network Corporate Finance concludes that, subject to the 

assumptions included therein at the time of issuance of the Network Corporate 

Finance Fairness Opinion, the consideration offered was fair for the KHD 

Shareholders from a financial standpoint. The Network Corporate Finance Fairness 

Opinion as of 28 November 2013 is attached as Appendix 2 to this joint Statement 

of the Management Board and the Supervisory Board. 

 

In its assessment of the Offer Price of the Bidders, Network Corporate Finance has 

conducted a number of financial analyses, as they are carried out in comparable 

capital market transactions and appeared appropriate to give the Supervisory Board a 

sound basis for an estimate of the amount of the Offer Price from a financial 

perspective. Network Corporate Finance has followed the recommendations of the 

DVFA (German Association for Financial Analysis and Asset Management) for 

Fairness Opinions and based itself on a range of factors, assumptions, procedures, 

restrictions and judgments as described in the Fairness Opinion. Among other things, 

the analyses of Network Corporate Finance are based on the business plan 2013 – 

2017 of KHD AG which was accessible to Network Corporate Finance. Moreover, 

Network Corporate Finance has compared the Offer Price with certain historical 

stock prices and the general stock market performance of KHD AG as well as the 

development of stock prices of selected other listed companies, reviewed and 

analyzed recommendations and target prices from stock analysts, compared various 

financial ratios of KHD AG with those of other listed companies in the same 

industry sector and evaluated selected transactions from the industry sector. Finally, 

a discounted cash flow analysis was conducted.  

 

The Supervisory Board wishes to point out that the Network Corporate Finance 

Fairness Opinion was issued exclusively for purposes of informing and assisting the 

Supervisory Board of KHD AG in evaluating the Offer. The Fairness Opinion is 

neither addressed to third parties, nor does it constitute rights for any third party. No 
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contractual relationship will be established between Network Corporate Finance and 

any third party in connection with the Network Corporate Finance Fairness Opinion. 

Neither the Network Corporate Finance Fairness Opinion nor the underlying service 

agreements between Network Corporate Finance and the Company will have any 

beneficiary effect for third parties. In particular, the Network Corporate Finance 

Fairness Opinion is not addressed to the KHD Shareholders nor does it represent a 

recommendation on the part of Network Corporate Finance to accept or not to accept 

the Offer. The consent of Network Corporate Finance to attach their Network 

Corporate Finance Fairness Opinion as an appendix to this Statement does not 

represent any addition to or expansion of the group of people to whom the Network 

Corporate Finance Fairness Opinion is addressed or who are permitted to rely on this 

Network Corporate Finance Fairness Opinion and cannot be construed as such. 

Moreover, the Network Corporate Finance Fairness Opinion makes no statement 

concerning the relative advantages and disadvantages of the Offer vis-à-vis other 

business strategies or transactions that might be available to the Bidders or the 

Company. 

 

The Supervisory Board would also like to point out that Network Corporate Finance 

is under no obligation to update the Network Corporate Finance Fairness Opinion in 

relation to events occurring after its issuance  

 

2.3 Premium relative to historical stock market prices 

 

If the Offer Price is compared with the EUR 5.096 closing price of KHD shares on 

the XETRA electronic trading platform on 10 October 2013, as shown in the Offer 

Document and repeated in this Statement, the Offer Price is seen to include a 

premium of EUR 1.354 per KHD share or approximately 26.57 per cent on the 

closing price.  

 

If the Offer Price is compared with the EUR 4.78 weighted average closing price of 

KHD shares on the XETRA electronic trading platform for the three-month period 

ending on 10 October 2013, as shown in the Offer Document, the Offer Price is seen 

to include a premium of EUR 1.67 per KHD share or approximately 34.9 per cent on 

the average closing price.  

 

According to the Bidders, information from the German Stock Exchange and the 

BaFin was the source used for the historical stock exchange prices mentioned in the 

Offer Document. 
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2.4 Assessment by the Management Board and the Supervisory Board of the 

consideration being offered 

 

Based on the developments described in the foregoing, the Management Board and 

the Supervisory Board of KHD AG are of the opinion, after assessing the overall 

circumstances and in view of the Fairness Opinion provided by KPMG and the 

Fairness Opinion submitted by Network Corporate Finance, that the Offer is 

reasonable.  

 

2.5 Further remark: possible sale on the stock exchange 

 

The Management Board and Supervisory Board also draw attention to the fact that 

those shareholders who are contemplating accepting the Offer made by the Bidders 

should also consider the option of selling their KHD shares on the stock exchange. 

Depending on the respective share price quoted on the stock exchange, it is possible 

that they may achieve greater proceeds, after deduction of costs and expenses, by 

selling their shares on the stock exchange than by accepting the Offer.  

 

The Management Board and the Supervisory Board also wish to point out that, when 

calculating a settlement resulting from additional structural measures that may be 

implemented, for example in connection with an intercompany management 

agreement, a delisting or a squeeze-out, which according to the Bidders are unlikely, 

not intended and potentially only possible with the cooperation of the other 

shareholders, it is possible that higher or lower amounts than the Offer Price offered 

by the Bidders can be achieved  

 

V.  

Statement on the likely consequences of a successful offer for KHD AG, for the 

employees and their representative bodies, the conditions of employment and the 

locations of KHD AG, in accordance with sec. 27 para. 1 sentence 2 no. 2 WpÜG 

 

 Effects on KHD AG 1.

 

The Bidders and the Further Acquirers of Control, according to their own statements, 

intend to continue supporting the strategy pursued by KHD AG hitherto. According 

to the Bidders, the business identity of the KHD Group is to be maintained, and 

KHD AG is to continue as an independent company. The acquisition of further KHD 

shares that may potentially be associated with the Offer is not intended, therefore, to 
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have any impact on the future business operations of the KHD Group. The Bidders 

also state that there are no intentions regarding appropriation of the assets of KHD 

AG. More specifically, there are no intentions to make KHD AG disencorporate 

itself from parts of KHD Group’s current business activities. The Bidders and the 

Further Acquirers of Control do not intend to increase current indebtedness of the 

KHD Group outside of the ordinary course of business. 

 

As mentioned under sec. II. 2.2 of this Statement exists between KHD AG and 

AVIC Beijing an exclusive Cooperation Agreement regarding cooperation in the 

engineering procurement and construction business (detailed planning and control, 

procurement, execution of building and assembly works). The Cooperation 

Agreement aims, inter alia, at increasing competitiveness of respective products and 

services for the cement industry.  

 

The Cooperation shall remain in place according to sec. 7 of the Offer Document and 

the cooperation between KHD AG and AVIC Group shall be further intensified.  

 

The Bidders and the Further Acquirers of Control want to establish a stable 

ownership structure for the KHD Group, further develop its strategy and position the 

KHD Group for sustainable profitable growth. The expressly stated aim of the 

Bidders and the Further Acquirers of Control is to achieve value-increasing growth 

of KHD that will generally strengthen its competitive position. In this respect, the 

Bidders and the Further Acquirers of Control intend to support KHD AG in 

extending and strengthening its market position and to promote its performance 

potential in the medium term. In addition, the systematic extension of particularly 

attractive business areas as well as targeted, external acquisitions is possible in the 

further course. 

 

The Management Board and the Supervisory Board welcome the aim of the Bidders 

and the Further Acquirers of Control to assist the Company in identifying and taking 

advantage of growth potentials in all business areas and their expressly stated 

commitment to promote further strategic development and the continuation of the 

growth of KHD AG as an important positive signal for the Company to further 

consolidate its market position. 

 

The Management Board and the Supervisory Board welcome also the statement 

made by the Bidders that they neither intend to use the assets of KHD AG nor 

develop plans which will lead to an increase in the liabilities of KHD Group outside 

the ordinary course of business. 
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 Effects on employment and the terms of employment 2.

 

The implementation of the Offer and the acquisition of any majority interest in KHD 

AG by the Bidders and the Further Acquirers of Control will have no impacts on the 

employment relationships and the terms of employment of the employees of KHD 

AG and its subsidiaries. Employment will continue in each case with the same 

employer, i.e. no transfer of undertakings will occur. The content of employment 

contract will remain unchanged. Implementation of the Offer and hence the 

acquisition of any majority interest in KHD AG by the Bidders will not affect the 

validity of collective bargaining agreements and in-house agreements with the works 

council.  

 

In the Offer Document, the Bidders state that implementation of the takeover offer 

will have no impacts on the employees of the KHD Group, on their employment or 

their representative bodies. The Bidders and the Further Acquirers of Control do not 

intend to terminate any employment relationships with employees of the KHD 

Group due to the takeover. Furthermore, the Bidders and the Further Acquirers of 

Control have no intention to relocate the registered office of KHD AG away from 

Cologne. Nor are there any intentions at present to realign, relocate or close sites 

where important parts of the company operate. 

 

The Management Board and Supervisory Board expressly welcome the fact, above 

all in the interest of the employees that the Bidders and the Further Acquirers of 

Control do not intend to relocate the registered office of KHD AG and have no 

intention to relocate or close significant parts of KHD AG. The Management Board 

and the Supervisory Board also welcome the statement made by the Bidders that 

based on the Offer no change of the employment relationships of KHD Group’s 

employees is intended. 

 

 Effects on bodies representing the workforce 3.

 

Within the KHD Group, there is a joint works council for Humboldt Wedag GmbH, 

Cologne, and KHD Industrial Service AG, Cologne, as joint undertakings. There is 

no works council at KHD AG itself. 

 

The works council existing in each of the subsidiaries will be unaffected by 

implementation of the Offer. As stated in sec. 8.3 of the Offer Document, the 

Bidders have no intentions at present of making material changes that might have 
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effects on the representative bodies of the workforce and on co-determination within 

the undertakings. 

 

The Management Board sent the Offer Document of the Bidders without delay to the 

employees of the KHD AG on 21 November 2013. No statement on the Offer has 

been received by the Management Board from the employees of KHD AG. 

 

The Management Board and the Supervisory Board explicitly welcome the statement 

made by the Bidders to the effect that implementation of the takeover offer will not 

have any impact on the existing representative bodies of the workforce. 

 

VI.  

Statement on the Bidders’ and the Further Acquirers’ of Control Objectives  

pursuant to sec. 27 para. 1 sentence 2 no. 3 WpÜG 

 

 Preliminary Remarks 1.

 

The Bidders have described their and the Further Acquirers’ of Control intentions 

and objectives for the Company and the KHD Group in the Offer Document. The 

Management Board and the Supervisory Board point out that the Bidders only make 

statements to their current intentions. These intentions can change at short notice and 

at any time. There is no legal obligation to realize the intentions and objectives stated 

in the Offer Document. 

 

 Strategic Objectives; Supplementary Information 2.

 

According to the Offer Document, the objective of the Bidders and the Further 

Acquirers of Control is to maintain and extend the business activity of KHD AG and 

its subsidiaries. Overall, the Bidders intend to support the KHD Group in following 

its chosen business direction. In doing so, it is intended to analyse further 

concentration on the core areas of business. The Bidders and the Further Acquirers 

of Control do not intend to dispose of parts of KHD's current business operations or 

assets or arrange for KHD AG to do so. The Bidders and the Further Acquirers of 

Control do not intend to increase current indebtedness of the KHD Group outside of 

the ordinary course of business. 

 

However, according to sec. 7 of the Offer Document, upon completion of the Offer, 

the Bidders and the Further Acquirers of Control intend to identify the use of growth 
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potentials in all business areas and also to review and analyse the realization of cost 

saving and improvement potentials. In addition, the systematic extension of 

particularly attractive business areas as well as targeted, external acquisitions is 

possible in the further course. 

 

The Management Board and the Supervisory Board particularly welcome the 

intention of the Bidders and the Further Acquirers of Control to support the KHD 

Group in following its chosen business direction. The intention of identifying growth 

potentials and cost savings and improvement potentials as well as the support of 

external acquisitions can help to strengthen the competitive position of the KHG 

Group. 

 

 Financial Consequences for KHD  3.

 

The Management Board and the Supervisory Board wish to point out that KHD AG 

has entered into a Facility Agreement with a banking syndicate. The Facility 

Agreement provides for a EUR 130 million line of credit that all KHD operating 

companies are entitled to make use of for various hedging activities. As of end of 

October 2013, a total of approx. EUR 72 million had been drawn down. The Facility 

Agreement also contains a change-of-control clause giving each bank the right, in 

the event that an investor acquires 50% or more of the share capital of KHD AG or 

control over half of the voting rights at KHD AG general meetings, to terminate its 

obligations under the Agreement and demand repayment of any existing loan 

amounts. The change-of-control clause would have relevance if the Bidders and the 

Further Acquirers of Control were to acquire a corresponding interest in KHD AG.  

 

If a change of control as defined above occurred and a bank exercised its rights 

under the Facility Agreement, KHD could well be confronted with significant 

financing needs. It should be noted that in the present market environment, the 

Company might not be able to obtain further financing on existing terms if the banks 

revised their risk assessment following a change of control. This could result in 

substantially higher financing costs for KHD AG. 

 

Based on the available public information on how the Offer is to be financed, it is 

unclear whether the Bidders have made provisions for early termination of KHD’s 

line of credit following a change of control. 

 

However, the Management Board does not consider it likely that the Company’s 

counterparties will make use of their termination rights. If any of them were to 
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announce its intention to do so, KHD AG would strive to ensure the continuation of 

the financing which includes other banks and AVIC. 

 

 Licence Agreements 4.

 

KHD Humboldt Wedag GmbH has concluded a licence agreement on the non-

exclusive use of know-how for the manufacturing of mechanical equipment. The 

licence agreement contains a “change of control” clause according to which the 

licensor may terminate the use of know-how by KHD Humboldt Wedag GmbH in 

the case of the acquisition of more than 50% of the share capital of KHD AG.  

 

After initial discussions with the licensor, KHD AG does not have any indication 

that in the event of a change of majority a drastic restriction on the use of know-how 

for the manufacturing of mechanical equipment and thus a hindrance to future 

business opportunities is to be expected. In case of the licensor’s announcement to 

exercise the right of termination KHD AG will conclude licence agreements on the 

use of know-how for the manufacturing of the corresponding mechanical equipment 

with other providers.  

 

 Tax Consequences for KHD 5.

 

At the end of the financial year 2012 the German companies of KHD Group have 

corporate tax loss carryforwards in the amount of approx. EUR 51.9 million and 

trade tax loss carryforwards in the amount of approx. EUR 66.7 million. Humboldt 

Wedag Inc., Atlanta, has tax loss carryforwards in the amount of US $ 7.1 million.  

 

The Management Board and Supervisory Board point out that both in the event of 

the execution of the acquisition of a 19% shareholding in KHD AG through AVIC 

Engineering preceding the Offer, and in the event of the execution of the Offer, the 

existing and not settled or deducted corporate tax and trade tax losses (i.e. the tax 

loss carryforwards by December 2012 and the ongoing tax losses of the year 2013 

until the execution, if any) at the level of KHD AG and its dependent companies 

with registered office in Germany can no longer be deductible to the full extent 

or/and to the full amount with effect from execution. Regarding the tax loss 

carryforwards of Humboldt Wedag Inc., USA it cannot be excluded that a (indirect) 

change of shareholders will have a significant impact on the use of the existing tax 

loss carryforwards. 
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Currently it cannot be conclusively assessed as to whether and to what extent tax 

losses can be entirely or partially retained in the event of a harmful acquisition of 

shares (schädlicher Beteiligungserwerb) due to tax exemptions.  

 

Consequences of the limitation or discontinuation of the use of the tax losses would 

be that the involved companies involved will have higher tax expenses and a higher 

cash outflow in the future. 

 

 Structural Measures 6.

 

The Bidders state in sec. 8.5 of the Offer Document that they do no not intend to 

implement the structural measures described in more detail in sec. 15.3 of the Offer 

Document – conclusion of inter-company agreements, capital increases, squeeze-out, 

transformation law measures, delisting, other important measures – if the Bidders 

hold the required majority of KHD Shares after execution of the Offer. 

 

Management Board and Supervisory Board welcome that the Bidders do not intend 

to implement any structural measures. 

 

 Composition of the Management Board and Supervisory Board 7.

 

According to the information provided in sec. 8.4 of the Offer Document, the 

Bidders and the Further Acquirers of Control want to continue to work with the 

current Management Board after the Offer has been completed. Personnel changes to 

the Management Board are not intended. 

  

According to sec. 8.4 of the Offer Document, the Bidders and the Further Acquirers 

of Control intend to be adequately represented in the Supervisory Board of KHD AG 

after completion of the Offer. The Bidders intend to exercise their voting rights at the 

next ordinary general meeting for a reduction of the Supervisory Board to three 

members, to the extent legally possible, while the Supervisory Board should partially 

consist of new persons suggested by the Bidders. 
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VII.  

Potential consequences of the Offer on KHD Shareholders 

 

 Preliminary Remarks  1.

 

Although they can make no claim to completeness, the following remarks are 

intended to provide KHD Shareholders with a basis for assessing the consequences 

of accepting or not accepting the Offer. However, it is the responsibility of every 

KHD Shareholder to examine those consequences him- or herself.  

 

If, less than one year after the publication of the outcome of the Offer or during the 

Acceptance Period, the Bidders, persons acting in concert with them and/or their 

subsidiaries acquire KHD Shares through an off-stock exchange purchase and the 

consideration granted or agreed upon is higher than that stated in the Offer, the 

Bidders will have the duty to pay those shareholders who have accepted the Offer a 

cash payment in the amount of the difference (sec. 31 para. 5 sentence 1 WpÜG). 

 

 Possible Disadvantages of Acceptance of the Offer, Rights of Rescission 2.

 

KHD Shareholders who accept the Offer lose the membership rights and financial 

interest in KHD AG attached to the shares for which the Offer has been accepted 

upon completion of the Offer and transfer of those shares to the Bidders. This has the 

following consequences in particular:  

 

 With respect to the shares for which the Offer has been accepted, KHD 

Shareholders will no longer be able to benefit from favourable developments 

in the Company’s business and/or any favourable KHD share performance. 

 

 The transfer of KHD Shares to the Bidders also entails the transfer to them of 

the corresponding dividend rights as of 1 January 2013.  

 

 The Bidders expressly re-affirm in the Offer Document that in the period 

following completion of the Offer, they do not intend to introduce any 

structural measures relating to company legal structure or capital market law. 

It should be noted that after completion of the Offer, KHD Shareholders who 

have accepted the Offer are not entitled to any statutory compensation or 

consideration for the shares transferred to the Bidders that is to be paid 

following the implementation of structural measures such as a control and/or 

profit transfer agreement or company reorganisation. The amount of 
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compensation or consideration to be awarded in connection with such 

structural measures shall be set on the basis of the full going concern value of 

the Company as determined in a valuation report and subject to review in a 

court of law [under the Spruchverfahren]. In addition, the Company’s 

financial position and results of operations at the time that any such structural 

measure is introduced – with the precise timing to be legally determined 

depending on the nature of the measure – shall be taken into account. The 

amount of compensation or consideration may turn out to be equal to, lower 

or higher than the Offer Price offered by the Bidders. However, because this 

requires a different valuation date and different criteria from those used in 

determining the minimum price for the Bidders’ Offer Price, the 

Management Board and the Supervisory Board are not in a position to predict 

the amount of compensation or consideration that may be awarded. It should 

nonetheless be emphasised that in the event that consideration is awarded in 

connection with a legal duty, no claim can be made to subsequent 

improvement pursuant to sec. 31 para. 5 sentence 1 WpÜG (sec. 31 para. 5 

sentence 2 WpÜG).  

 

KHD Shareholders who have accepted the Offer have the following legal rights of 

rescission: 

 

 If the Offer is amended pursuant to sec. 21 para. 1 WpÜG, KHD 

Shareholders who accepted the Offer prior to publication of the amendment 

have until the expiration of the Acceptance Period to rescind the agreements 

entered into by virtue of their acceptance of the Offer, pursuant to sec. 21 

para. 4 WpÜG.  

 

 In the event of a competing bid pursuant to sec. 22 para. 1 WpÜG, KHD 

Shareholders who accepted the Offer prior to publication of the Offer 

Document for the competing bid have until the expiration of the Acceptance 

Period to rescind the agreements entered into by virtue of their acceptance of 

the Offer, pursuant to sec. 22 para. 3 WpÜG.  

 

For details on how to exercise the right of rescission, the shareholders are referred to 

the relevant passages in the Offer Document. 
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 Possible Disadvantages of Non-Acceptance of the Offer 3.

 

KHD Shareholders which do not intend to accept the Offer will remain shareholders 

of KHD AG. However, they should consider the following potential consequences, 

should the Offer be executed successfully: 

3.1 Reduced Liquidity of the KHD Shares 

 

KHD Shares which are not sold and transferred to the Bidders within the framework 

of the Offer can still be traded on the stock exchange as long as the shares are 

admitted to trading on a stock exchange. However, a successful completion of the 

Offer will considerably reduce the number of KHD Shares in free float. Therefore, it 

cannot be excluded that the number of KHD Shares in free float following the 

successful execution of the Offer will be so low that the KHD Shares will only be 

traded at a considerably reduced volume or will no longer be traded on a stock 

exchange ("Reduced Liquidity"). This could have the result that buying and selling 

orders could not be executed or could not be executed in a timely manner. At the 

same time, such a Reduced Liquidity may lead to lower market prices and extreme 

fluctuations of the stock exchange price. 

 

3.2 Stock exchange price 

 

The current stock exchange price of the KHD Shares reflects the fact that the 

Bidders have published their decision to make the Offer on 11 October 2013. It is 

uncertain whether the stock exchange price of the KHD Shares will continue to stay 

at the current level or whether it will rise or fall after the end of the Acceptance 

Period. 

3.3 Structural and other important measures  

 

If the Offer has been executed successfully, the Bidders and the Further Acquirers of 

Control may possibly hold a majority of KHD Shares which could allow them to 

carry out various statutory structural measures. These measures may considerably 

affect the tradability of the KHD Shares or the rights pertaining to the KHD Shares.  

 

 Conclusion of inter-company agreements  

 

If, after completion of the Offer or at a later time, the Bidders hold (together 

or individually) more than 75 per cent of the voting shares of KHD AG 
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represented at the general shareholders' meeting, the respective Bidder or 

Bidders could initiate a resolution for executing a domination and/or profit 

and loss transfer agreement between the respective Bidder as dominant 

company and KHD AG as dominated company. Under a domination and 

profit and loss transfer agreement, the respective Bidder could issue binding 

instructions to the Management Board of KHD AG. In addition, KHD AG 

would be obliged to transfer to the respective Bidder all annual net profits 

which would accrue without the profit and loss transfer, minus losses carried 

forward and allocations to legal reserves. The respective Bidder would be 

obliged to offset the annual net losses of KHD AG which would occur 

without such a domination and profit and loss transfer agreement and which 

were not offset by withdrawals from other retained earnings formed during 

the term of the domination and profit and loss transfer agreement. Such a 

domination and profit and loss transfer agreement would provide for, among 

others, an obligation on the part of the respective Bidder (i) to acquire the 

KHD Shares of the minority KHD Shareholders following the conclusion of 

a domination and profit and loss transfer agreement at their request in 

exchange for fair cash compensation, and (ii) to pay compensation to the 

remaining minority KHD Shareholders by making recurring payments 

(guaranteed dividend). The fairness of the amount of the cash compensation 

and the guaranteed dividend can be examined in an appraisal procedure. The 

amount of the fair cash compensation could be equal to the Offer Price for 

the KHD Shares, but could also be higher or lower.  

 

 Execution of capital increases 

 

KHD AG has Authorised Capital which provides for a capital increase 

against contributions in kind, while excluding the subscription rights (see sec. 

6.1 of the Offer Document). As a result, the Bidders are able, following the 

successful execution of the Offer, to possibly carry out a capital increase 

against contributions in kind from the Authorised Capital, while granting new 

shares in KHD AG and thereby to exclude the subscription right of the 

further KHD Shareholders, while adhering to further provisions under stock 

corporation law. This would lead to the Bidders receiving new shares within 

the framework of such a capital increase and it would thereby increase their 

pro rata amount of shares in KHD AG in relation to the remaining KHD 

Shareholders. This would dilute the shares of the KHD Shareholders in 

relation to the total number of KHD Shares. 
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 Execution of a Squeeze-Out 

 

If one of the Bidders directly or indirectly holds a number of KHD Shares 

which a shareholder of a public limited company must hold according to the 

following provisions in order to demand a transfer of the KHD Shares of the 

minority shareholders to the principal shareholder in exchange for fair cash 

compensation (so-called "Squeeze-Out"), it could take the measures 

necessary for such a Squeeze-Out of the minority KHD Shareholders. 

Specifically: 

 

The respective Bidder could demand that the general shareholders' meeting of 

KHD AG resolves the transfer of KHD Shares of the outside KHD 

Shareholders to the respective Bidder in exchange for fair cash compensation 

according to sec. 327a et seqq. AktG (Squeeze-Out under stock corporation 

law), provided that the respective Bidder or one of its dependent companies 

holds at least 95 per cent of the share capital of KHD AG after completion of 

the Offer or at a later time. The fairness of the amount of cash compensation 

can be examined in an appraisal procedure. The amount of the fair 

compensation could be equal to the Offer Price for KHD Shares, but could 

also be higher or lower. 

 

If one of the Bidders holds at least 90 per cent of the share capital of KHD 

AG, it could demand that the general shareholders' meeting of KHD resolves 

the transfer of KHD Shares of the minority KHD Shareholders to the 

respective Bidder in exchange for fair cash compensation according to sec. 

62 para. 5 of the German Transformation Act (Umwandlungsgesetz, 

"UmwG"), 327a et seqq. AktG (Squeeze-Out under transformation law) in 

connection with a merger. The fairness of the amount of cash compensation 

can be examined in an appraisal procedure. The amount of the fair 

compensation could be equal to the Offer Price for KHD Shares, but could 

also be higher or lower. 

 

If one of the Bidders or one of its dependent companies holds at least 95 per 

cent of the voting share capital of KHD AG after completion of the Offer, it 

could file a request in court under sec. 39a para. 1 sentence 1 WpÜG, 

according to which the remaining KHD Shares are to be transferred to it in 

exchange for fair compensation by court ruling (Squeeze-Out under takeover 

law). A request under sec. 39a WpÜG must be filed within three months after 

the end of the Acceptance Period. The consideration granted as part of the 

Offer is to be regarded as fair compensation, if the respective Bidder, based 



 

 45 

on the Offer, has acquired at least 90 per cent of the shares of the share 

capital affected by the Offer. If the respective Bidder is entitled to file a 

request under sec. 39a WpÜG, KHD Shareholders which have not accepted 

the Offer are entitled to a right of tender vis-à-vis the respective Bidder 

according to sec. 39c WpÜG.  

 

The implementation of a Squeeze-Out of the minority shareholders would 

result in a termination of a stock exchange listing of KHD AG. 

 

 Execution of transformation law measures  

 

Following the successful execution of the Takeover Offer, the Bidders will 

possibly have a share of at least 75 per cent of the share capital of KHD AG. 

With this, the Bidders would be in the position to implement various 

measures under transformation law which require the consent of 75 per cent 

of the share capital represented in the resolution at the general shareholders' 

meeting. In this way, the Bidders could, following the successful execution of 

the Offer, as an alternative to, or subsequent to the conclusion of an inter-

company agreement, effect a change of form to a German limited liability 

company (Gesellschaft mit beschränkter Haftung, GmbH) in accordance with 

sec. 190 et seqq., sec. 226 et seq., and sec. 238 et seqq. UmwG or merge 

KHD AG with a corporate entity which is not listed, pursuant to sec. 2 et 

seqq., 60 et seqq. UmwG. Within the framework of this measure, the 

minority shareholders could withdraw from the company against payment of 

fair cash compensation. The fair compensation may correspond to the Offer 

Price, but may also be higher or lower. 

 

 Execution of a Delisting 

 

Following the successful execution of the Takeover Offer the Bidders and the 

Further Acquirers of Control may be in a position to work towards the 

revocation of the stock exchange listing of the KHD Shares on the Frankfurt 

Stock Exchange. At the request of KHD AG's Management Board the 

Frankfurt Stock Exchange would commence appropriate revocation 

proceedings (so-called "Regular Delisting"). According to the latest case 

law of the Federal Court of Justice (Bundesgerichtshof) (judgment of 8 

October 2013, II ZB 26/12), regular delisting requires neither a resolution of 

the shareholders' meeting nor a mandatory offer. 
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In addition to Regular Delisting, the measures described under sec. 15.3(c) 

and 15.3(d) of the Offer Document may also result in termination of the 

admission to listing on the stock exchange ex officio, since either, as is the 

case in a Squeeze-Out, there is no liquidity in the share or, as is the case in a 

transformation or change of form, the public limited company no longer 

exists as a security issuer (so-called "Cold Delisting"). 

 

A Delisting (be it in the form of a Regular Delisting or a Cold Delisting) 

would have the effect that the KHD Shareholders which have not accepted 

the Offer, will no longer be able to sell their KHD Shares via a stock 

exchange when the admission to trading of the KHD Shares on the stock 

exchange has been effectively revoked. A consequence of this may be that 

KHD Shareholders will only be able to sell their shares at a discount.  

 

 Other important measures:  

 

Upon successful execution of the Offer, the Bidders will possibly have the 

necessary majority in accordance with the law and the articles of association 

to take other important measures at a general shareholders' meeting of KHD 

AG. Possible measures include, for example, the election and dismissal of 

Supervisory Board members, the approval of the actions of Management and 

Supervisory Board members or the refusal to approve their actions, a vote of 

non-confidence against the Management Board, changes to the articles of 

association, the issuance of convertible/warrant-linked bonds or participation 

rights, the creation of contingent and authorised capital, the liquidation and 

disposal of all assets.  

 

According to sec. 8.5 of the Offer Document the Bidders and the Further Acquirers 

of Control do not intend to implement the aforementioned structural measures if the 

Bidders hold the required majority of KHD Shares after execution of the Offer. 

 

3.4 Right to Tender 

 

If one of the Bidders, following the execution of the Offer, directly or indirectly 

owns at least 95 per cent of the voting share capital of KHD AG, KHD Shareholders 

which have not accepted the Takeover Offer can still accept the Takeover Offer 

according to sec. 39c WpÜG within three months after the end of the Acceptance 

Period (the "Tender Period") and sell their KHD Shares at the Offer Price to the 

respective Bidder (the "Right to Tender"). Pursuant to sec. 23 para. 1 no. 4 WpÜG, 
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the respective Bidder will publish that it has reached the threshold of 95 per cent of 

the voting share capital without delay. The Tender Period begins once the respective 

Bidder has fulfilled its obligations pursuant to sec. 23 para. 1 no. 4 WpÜG. The 

procedure for the acceptance and execution of the Offer, pursuant to sec. 13.2 and 

13.3 of the Offer Document, applies accordingly to the exercise of the Right to 

Tender. KHD Shareholders which intend to accept the Offer during the Tender 

Period should ask their Custodian Bank if they have questions regarding the 

technical settlement. The Right to Tender is deemed to have been exercised in time, 

if the KHD Shares have been re-booked to ISIN DE000A1YDEY2 (WKN A1Y 

DEY) at Clearstream Banking AG no later than on the second Banking Day after the 

end of the Tender Period by 18:00. 

 

VIII.  

Interests of the Management Board and the Supervisory Board 

 

 Conflicts of Interest for Management Board Members 1.

 

The company’s Management Board has three members: Mr Jouni Olavi Salo 

(Chairman), Mr Ralph Quellmalz and Mr Yizhen “Mario” Zhu.  

 

No member of the Management Board has been granted or promised the prospect of 

cash payments or other non-cash benefits by the Bidders, by persons acting in 

concert with the Bidders or by their subsidiaries, within the meaning of sec. 2 para. 5 

WpÜG. Nor are there any other agreements or arrangements between the Bidders 

and the members of the Management Board. According to the Offer Document, the 

Bidders do not intend to make any changes in the composition of the target 

company’s Management Board. Nor has any Management Board member been 

promised the prospect that his service contract will be extended or amended. 

 

The service contracts of Management Board members do not contain a “change of 

control” rule that would give them the right, in the event of a change of control over 

the target company, to resign from the Management Board before the end of their 

terms, to terminate their service contracts and to claim compensation from the 

Company for premature resignation.  
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 Conflicts of Interest on the Supervisory Board 2.

 

As provided for in the Company’s articles of association, the Supervisory Board 

consists of six members. They are currently Hubert Keusch (Chairman), Luc Antoine 

Baehni, Michael Busch, Seppo Kivimäki, Helmut Meyer and Eliza Suk Ching Yuen. 

All members of the Supervisory Board hold office until the ordinary general meeting 

that resolves to approve their actions in financial year 2013, so that a complete re-

election of the Supervisory Board will be necessary in the near future. 

 

No member of the Supervisory Board has been granted or promised the prospect of 

cash payments or other non-cash benefits by the Bidders, by persons acting in 

concert with the Bidders or by their subsidiaries, within the meaning of sec. 2 para. 5 

WpÜG. Nor are there any other agreements or arrangements between the Bidders 

and the members of the Supervisory Board. 

 

The member of the Supervisory Board Eliza Suk Ching Yuen is Director of HLM 

Consulting Limited, Hong Kong, a consulting firm, which has been providing 

consulting services to companies belonging to AVIC Group on project basis for 

several years. 

 

 Supervisory Board Committee 3.

 

To prepare the ground for deliberations and voting on this Joint Statement, the 

Supervisory Board set up a committee headed by its Chairman.  

 

IX.  

Position of the Management Board and Supervisory Board Members 

With Respect to the Offer 

 

 Management Board 1.

 

No one on the Management Board except for Chairman Jouni Olavi Salo currently 

holds any KHD Shares. 

 

Mr Jouni Olavi Salo has announced to accept the Offer for the KHD Shares he holds. 
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 Supervisory Board 2.

 

Among the members of the Supervisory Board Mr Luc Antoine Baehni and Mr 

Michael Busch hold KHD Shares. Both members of the Supervisory Board have 

announced to accept the Offer.  

 

X.  

Position of KHD AG  

on Whether to Tender its Treasury Shares 

 

 

KHD AG intends to accept the Bidders’ Offer for its 229,136 treasury shares. 

 

XI.  

Final Opinion; Recommendation 

 

The Management Board and the Supervisory Board believe that the Bidders’ Offer Price for 

KHD Shares is both compliant with the statutory requirements and reasonable. The Offer 

Price represents a premium of 26.57% over the closing price for the KHD Share on the 

XETRA electronic trading platform on 10 October 2013. It likewise represents a premium 

of approximately 34.9% over the weighted average closing price for the KHD Share on the 

XETRA electronic trading platform for the three-month period ending on 10 October 2013, 

as stated in the Offer Document. 

 

The Management Board and the Supervisory Board are not in a position to judge whether 

the future market price for the KHD Share will equal the current Offer Price or whether the 

amount of compensation or consideration awarded by the Bidders to KHD Shareholders, 

after implementing a structural measure not included in their current intentions, will be 

equal to, higher or lower than the Offer Price.  

 

In view of the abovementioned premium on the three-month average price and the closing 

price on 10 October 2013 which are included in the Offer Price, the Management Board and 

the Supervisory Board recommend to accept the Offer. 

 

 

The Management Board and the Supervisory Board accept no responsibility in the event that 

acceptance or non-acceptance of the Offer subsequently proves to be economically 

detrimental. 
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Cologne, 5 December 2013 

 

 

KHD Humboldt Wedag International AG 

 

 

The Management Board     The Supervisory Board 

 

 



 

 51 

Appendix 1  

 

to the Joint Statement of the Management Board and the Supervisory Board  

 

 

 

 

 

 

 

 

 

 

 

 

Fairness Opinion of KPMG AG Wirtschaftsprüfungsgesellschaft, München 

 

  





















































 

 52 

Appendix 2  

 

to the Joint Statement of the Management Board and the Supervisory Board  

 

 

 

 

 

 

 

 

 

 

 

 

Fairness Opinion of Network Corporate Finance GmbH & Co KG, Düsseldorf 

 

 



Private Advisors.

Network Corporate Finance • Goethestrafie 83 •4037 Dusseldorf

Personlich / Vertraulich

An den Aufsichtsrat der

KHD Humboldt Wedag International AG

Colonia-Allee 3
51067 Koln

28. November 2013

Stellungnahme zum freiwilligen offentlichen Ubernahmeangebot der AVIC International

Engineering Holdings Pte. Ltd., Europe Project Management Pte. Ltd., Europe Technology

Investment Pte. Ltd., and Europe Engineering Holdings Pte. Ltd. vom 2s. November 2013

(„Fairness Opinion")

Sehr geehrte Damen and Herren,

am 11. Oktober 2013 haben AVIC International Engineering Holdings Pte. Ltd., Europe Project

Management Pte. Ltd., Europe Technology Investment Pte. Ltd., and Europe Engineering

Holdings Pte. Ltd. („Bieterin") ihre Entscheidung veroffentlicht, alien Aktionaren der KHD

Humboldt Wedag International AG („KHD” oder die „Gesellschaft") ein freiwilliges offentliches

Ubernahmeangebot („Angebot") gemaf~ Wertpapierubernahmegesetz („WpUG") zum Erwerb

ihrer Aktien zu unterbreiten.

Am 21. November 2013 hat die Bieterin die Angebotsunterlage („Angebotsunterlage") fur ihr

Angebot an alle Aktionare der KHD zum Erwerb alter auf den Namen lautenden Stuckaktien

der KHD mit einem anteiligen Betrag am Grundkapital von EUR 1,00je Aktie („KHD Aktien") zu

einem Kaufpreis von EUR 6,45 je KHD Aktie („Angebotspreis") veroffentlicht.

Sie haben uns gebeten, eine Stellungnahme zu der Frage abzugeben, ob der von der Bieterin

angebotene Kaufpreis in Hohe von EUR 6,45 je KHD Aktie aus rein finanzwirtschaftlicher Sicht

angemessen ist („Stellungnahme").

Gemafi der uns von Ihnen gemachten Vorgaben bezieht Bich diese Stellungnahme nicht auf

z.6. mogliche Synergieeffekte aus einem Zusammenschluss, sondern ausschlief~lich auf das

Angebot, wie es sich fur die Inhaber der KHD Aktien mit Ausnahme der Bieterin, die zum

Zeitpunkt der Unterzeichnung der Angebotsunterlage Hach ihren Angaben 9.940.715 KHD

Aktien and somit ca. 20 % des Grundkapitals and der Stimmrechte hielt, darstellt.
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Private Advisors.

Network Corporate Finance GmbH & Co. KG („Network") ist im Zusammenhang mit der

Transaktion als Finanzberater des Aufsichtsrats tatig. Fur unsere insoweit erbrachten

Dienstleistungen werden wir von der Gesellschaft ein marktubliches Honorar erhalten. Wir

erbringen moglicherweise auch zukunftig solche Dienstleistungen, fur die wir eine Vergutung

erwarten. Gegenwartig Sind wir weder fur die Bieterin Hoch fur ein mit der Bieterin

verbundenes Unternehmen tatig. Die Gesellschaft hat Bich einverstanden erklart, uns von aus

dieserTatigkeit moglicherweise resultierenden Haftungen and Verbindlichkeiten freizustellen.

Im Zusammenhang mit dieser Stellungnahme haben wir folgende Unterlagen eingesehen:

- die von der Bieterin gemaf3 § 14 Abs. 2 and 3 des Wertpapiererwerbs- and

Ubernahmegesetzes („WpUG") am 21. November 2013 veroffentlichte Angebotsunterlage,

verschiedene offentlich zugangliche Geschafts- and Finanzinformationen uber die

Gesellschaft, insbesondere die veroffentlichten Geschaftsberichte der KHD AG fur die Jahre

2010, 2011 and 2012,

den veroffentlichten Konzern-Halbjahresbericht der Gesellschaft fur den Zeitraum vom 1.

Januar bis 30. Juni 2013,

- die veroffentlichten „Interim Management Statements" der Gesellschaft fur die Zeitraume

vom 1. Januar bis 31. Marz 2013, sowie 1. Juli bis 30. September 2023,

die KHD Finanzplanung, inklusive der Prognose 2013, dem Budget 2014 Bowie der

Mittelfristplanung fnrden Zeitraum 2015 bis 2017 vom o5. November 2013,

die „free cash” Darstellung per 30. September 2013 vom Management der Gesellschaft,

Pressemitteilungen and Ad-hoc-Mitteilungen der Gesellschaft bis zum Datum der

veroffentlichten Angebotsunterlage am 21. November 2013,

- Unternehmensinterne Prasentationen, insbesondere zu den Themen "Market &Strategy

Update", 03 2013 Reporting, Investor Call 03 2013, Management Report September 2013,

Bowie die Prasentation fur den Aufsichtsrat vom September 2013,

- Ubersicht wesentlicher der KHD bekannten Aktionare vor dem Ubernahmeangebot,

- verschiedene offentlich zugangliche Informationen and Analysen uber den relevanten

Markt, and

- diverse von Aktienanalysten publizierte Berichte, Finanzprognosen and sonstige Analysen,

die Bich mit der Gesellschaft and dem Ubernahmeangebot befassen.
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Daruber hinaus haben wir:

- die gegenwartige and historische Kursentwicklung der KHD Aktie Bowie die

Handelsaktivitaten in KHD Aktien vor der Bekanntgabe der Entscheidung der Bieterin zur

Abgabe des Angebots Bowie die Marktreaktionen auf die Ankundigung des Angebotes

untersucht,

- wirtschaftliche and finanzielle Kennzahlen der Geselischaft mit offentlich zuganglichen

Informationen uber andere borsennotierte Unternehmen, die wir fur maf3geblich erachtet

haben, verglichen and die gegenwartige and historische Kursentwicklungder Aktien dieser

anderen Unternehmen analysiert,

- die finanziellen Konditionen des Angebots mit den offentlich bekannten Konditionen

bestimmter anderer Unternehmenszusammenschlusse and Transaktionen, die in der

jungeren Vergangenheit durchgefuhrt wurden and die wir fur maf3geblich erachtet haben,

verglichen,

- eine Bewertung der Gesellschaft Hach dem Discounted Cash Flow (DCF)-Verfahren,

basierend auf den Finanzprognosen (KHD Finanzplanung 2013-ZO17 aus November 2013)

Bowie von uns als sachgerecht angesehenen Szenarioanalysen, durchgefuhrt Bowie

weitere Untersuchungen and Analysen durchgefuhrt, die wir in diesem Zusammenhang als

sachgerecht angesehen haben.

Ferner haben wir Gesprache uber die Einschatzung des Vorstandes and leitender Mitarbeiter

der Gesellschaft hinsichtlich des bisherigen and gegenwartigen Geschaftsverlaufs, der Finanz-

und Ertragslage and der Geschaftsaussichten der Gesellschaft Bowie bestimmter anderer

Sachverhalte, die von uns im Zusammenhang mit der Erarbeitung der Stellungnahme als

relevant erachtet wurden, gefuhrt.

Wir nehmen weder zu der Wahrscheinlichkeit des Abschlusses der Transaktion Stellung, Hoch

beurteilen wir die Angebotsunterlage, mit Ausnahme des angebotenen Kaufpreises. Wir geben

keine Aussage dazu ab, ob die Bedingungen des Angebots den Vorgaben des WpIJG

entsprechen. Wir weisen darauf hin, dass wir weder von dem Aufsichtsrat Hoch von dritter

Seite gebeten wurden, eine Empfehlung hinsichtlich der Transaktionsstruktur, der Hohe des

Angebotspreises oder anderer Bedingungen oder Aspekte des Angebots abzugeben.

Durch diese Stellungnahme geben wir keine Einschatzung ab, ob die Bieterin oder eine andere

dritte Partei zu einem spateren Zeitpunkt einen hoheren Kaufpreis als den Angebotspreis

gemaf3 der von der Bieterin am 21. November 2013 veroffentlichte Angebotsunterlage bieten

konnte.
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Schliefilich weisen wir darauf hin, dass diese Stellungnahme keine Unternehmensbewertung,

wie sie typischerweise von Wirtschaftsprufern aufgrund der Erfordernisse des deutschen

Gesellschaftsrechts erbracht wird, darstellt. Sie basiert vielmehr auf einer Bewertung der

Gesellschaft, wie sie such bei ahnlichen Kapitalmarkttransaktionen durch Investmentbanken

durchgefuhrt wird. Solche Bewertungen erfolgen unter Anwendung international

gebrauchlicher Bewertungsmethoden, die Bich in wesentlichen Punkten von der Bewertung

eines Unternehmens durch einen Wirtschaftsprufer and von bilanziellen Bewertungen

unterscheiden.

Insbesondere haben wir keine Unternehmensbewertung auf Grundlage des vom Institut der

Wirtschaftsprufer e.V. (IdW) verofFentlichten Standards zu Unternehmensbewertung (IDW S 1

n.F.) durchgefuhrt. Die vorliegende Stellungnahme stellt daher keinen Ersatz fur eine solche

Bewertung dar. Wir machen keine Aussage dazu, ob in Anbetracht der Art and Umstande des

Angebots die Einholung einer Unternehmensbewertung gemaf3 dem Standard des Instituts der

deutschen Wirtschaftsprufer (IDW S 1) durch den Vorstand der Gesellschaft erforderlich oder

sachgerecht ware. Der IDW Standard Grundsatze fur die Erstellung von Fairness Opinions (IDW

S 8) hat bei der Anfertigung der Fairness Opinion keine Anwendung gefunden. Ebenso stellt

unserer Beratung keine Dienstleistung i. S. d. Wertpapierhandelsgesetzes (WpHG) oder des

Kreditwesengesetzes (KWG) dar.

Bei der Erarbeitung dieser Stellungnahme wie auch bei der sonstigen Beratung des

Aufsichtsrates im Zusammenhang mit dem Angebot Sind wir davon ausgegangen, dass alle

von uns berucksichtigten Oder verwerteten Finanz-, Buchfuhrungs-, Steuer- and sonstigen

Informationen and Unterlagen vollstandig and korrekt waren. Dies gilt unabhangig davon, ob

diese aus offentlichen Ouellen stammen oder uns von der Gesellschaft oder anderweitig zur

Verfugung gestellt wurden. Entsprechend haben wir die uns vorliegenden Unterlagen and

Informationen nicht eigenstandig auf Richtigkeit and Vollstandigkeit uberpruft. Ebenso wenig

haben wir eine Bewertung oder Prufung der Aktiva Oder Passiva der Gesellschaft oder ihrer

Tochtergesellschaften (einschlie(ilich auf3erbilanzieller Verbindlichkeiten) vorgenommen.

Entsprechende Bewertungen oder Uberprufungen wurden uns auch nicht zur Verfugung

gestellt. Schlief3lich haben wir darauf vertraut, dass die uns von der Gesellschaft zur Verfugung

gestellten Unterlagen, zukunftsgerichteten Aussagen and Informationen Hach bestem

kaufmannischen Wissen von der Gesellschaft erstellt wurden and auf den besten derzeit

verfugbaren Schatzungen and Beurteilungen des Vorstands der Gesellschaft beruhen.

Diese Stellungnahme and samtliche hierin enthaltenen Angaben and Ansichten beruhen auf

den gegenwartig herrschenden Markt- and sonstigen Bedingungen and den uns zum

gegenwartigen Zeitpunkt zur Verfugung stehenden Informationen and Planungen der

Gesellschaft. Wir weisen ausdrucklich darauf hin, dass Bich diese wie auch bestimmte von uns

bei Abgabe dieser Stellungnahme zugrunde gelegte Annahmen in Zukunft andern konnen.

Obschon solche Veranderungen Auswirkungen auf den Inhalt and das Ergebnis dieser

Stellungnahme haben konnen, werden wir die vorliegende Stellungnahme weder aktualisieren
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Hoch von uns aus auf den Eintritt von Anderungen, die Bich auf den Inhalt dieser

Stellungnahme auswirken konnen, hinweisen.

Unsere Beratungsleistungen wie auch diese Stellungnahme dienen ausschlief3lich zur

Information and zur Unterstutzung des Aufsichtsrates der Gesellschaft im Zusammenhang mit

der Prufung des Angebots. Sie ist nicht an Dritte gerichtet and begrundet auch keine Rechte

Dritter. Insbesondere ist diese Stellungnahme nicht an KHD Aktionare gerichtet and stellt

deshalb auch keine Handlungsempfehlung an die Inhaber von KHD Aktien fur eine Annahme

oder Nichtannahme des von der Bieterin unterbreiteten Angebots dar.

Schlief~lich weisen wir ausdrucklich darauf hin,

Stellungnahme dazu abgeben, ob das Angebot

Wertpapiererwerbs- and Ubernahmegesetzes

Rechtsverordnungen steht.

dass wir mit Ihrer Zustimmung keine

im Einklang mit den Vorschriften des

einschlief3lich der diesbezuglichen

Wir Sind damit einverstanden, dass der Vorstand and Aufsichtsrat der Gesellschaft in ihrer

Stellungnahme zum Angebot gemaf3 § 27 WpUG angeben, dass Network diese Stellungnahme

abgegeben hat, Bich auf dieses Schreiben beziehen and dieses zusammenfassend oder

auszugsweise wiedergeben bzw. eine vollstandige Kopie dieses Schreibens der Stellungnahme

des Vorstands and des Aufsichtsrates der Gesellschaft beigefugt wird, wenn gleichzeitig darauf

hingewiesen wird, dass unsere Stellungnahme unter bestimmten Annahmen and Vorbehalten

steht and dass zu ihrem Verstandnis deren vollstandige Lekture erforderlich ist.

Mit Ausnahme der vorgenannten gestatteten Offenlegung darf dieses Schreiben ohne unsere

vorherige schriftliche Zustimmung weiteren Personen weder offen gelegt werden, Hoch darf es

— ganz oder teilweise — zitiert oder darauf Bezug genommen werden and es darf fur keinen

anderen als den bestimmten Zweck verwandt werden.

Dies vorausgeschickt and vorbehaltlich der obigen Ausfuhrungen Sind wir zum Zeitpunkt der

Unterzeichnung dieses Schreibens der Auffassung, dass der von der Bieterin im Rahmen des

Angebots angebotene Kaufpreis in Hohe von EUR 6,45 je KHD Aktie in bar aus finanzieller Sicht

einen fairen and angemessenen Gegenwert fur die Aktie der KHD AG darstellt.

Mit freundlichen GruBen

Ne or Corporate Finance GmbH & C .

Christi ie rle Frank Schonert

Managing Partner Managing Partner
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NON-BINDING ENGLISH TRANSLATION

Network Corporate Finan[e • Goethestraf3e 63 •40237 Dusseldorf

Private /confidential

To the supervisory board of

KHD Humboldt Wedag International AG

Colonia-Allee 3

51067 Cologne

November 28, 2013

Opinion regarding the voluntary public takeover offer of AVIC International Engineering

Holdings Pte. Ltd., Europe Project Management Pte. Ltd., Europe Technology Investment Pte.

Ltd., and Europe Engineering Holdings Pte. Ltd. dated November 2s, 2013 ("fairness opinion")

Dear Sirs and Madam,

On October 11, 2013, AVIC International Engineering Holdings Pte. Ltd., Europe Project

Management Pte. Ltd., Europe Technology Investment Pte. Ltd., and Europe Engineering

Holdings Pte. Ltd. ("bidder") announced its decision to submit to all shareholders of KHD

Humbdolt Wedag AG ("KHD" or the "company") a voluntary public takeover offer ("offer") in

accordance with the German Securities Takeover Act ("WpUG") for the acquisition of their

shares.

On November 21, 2013, the bidder published the offer document ("offer document") for its

offer to all shareholders of KHD for the acquisition of all the registered non-par value shares of

KHD with a pro-rata sum of nominal capital of EUR 1.00 per share ("KHD shares") at a purchase

price of EUR 6.45 per KHD share ("offer price").

You have asked us to provide a fairness opinion on the question of whether the purchase price

offered by the bidder in the amount of EUR 6.45 per KHD share is reasonable from a purely

financial point of view.

In accordance with the guidelines you provided to us, this fairness opinion does not relate to

for example possible synergistic effects from a business combination, but rather exclusively to

the offer as it appears to owners of KHD shares, with the exception of the bidder, which has

indicated that it held indirectly 9,940,715 KHD shares (i.e. 20 %) and voting rights in KHD at

the time the offer document was signed.
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Private Advisors.

Network Corporate Finance GmbH & Co. KG ("Network") is acting as financial advisor to the

company's supervisory board in connection with the transaction. We will receive a customary

fee from the company for the services we provide in this respect. In the future, we may also

provide services for which we expect compensation. Currently we are not retained by either

the bidder or a company affiliated with the bidder. The company has agreed to indemnify us

against liabilities and payables that may result from our services.

In connection with this fairness opinion, we have reviewed the following documents:

the Offer Document published by the Bidder on November 21, 2013 in accordance with §

14 paragraphs 2 and 3 of the German Securities Acquisition and Takeover Act (WpUG),

various sources of publicly-accessible business and financial information regarding the

company, in particular the group annual reports for the financial years 2010, 2011, and

2012,

the group half-year report for the period from January 1, 2013 through June 30, 2013

the quarterly Interim Management Statements for the periods from January 1 through

March 31, 2013, and July 1, 2013 through September 30, 2013,

the group Planning Data, including an updated forecast 2013, the budget for the year

2014, as well as the group mid-term budget for the years 2015 to 2017, dated November 5,

2013,

presentation of "free cash" as per September 30, 2013 by the management of the

company,

press releases and ad-hoc announcements by the company up to the date of the Offer

Document published on November 21, 2013

group presentations, in particular "Market &Strategy Update", 03 2013 reporting,

investor call presentation 03 2013, Management Report September 2013, and Supervisory

Board presentation September 2013,

overview of key shareholders known to KHD prior to the takeover ofFer,

various sources of publicly accessible information and research regarding the market in

which the company is active and

miscellaneous reports, financial projections and other analyses published by stock analysts

who coverwith the company's stock.
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In addition,we have:

examined the current and historical share price and trading activities in KHD shares prior

to the announcement of the decision of the Bidder to submit the offer as well as the

market reactions to the announcement of the offer,

compared the company's key commercial and financial figures with publicly accessible

information regarding other listed companies that we considered relevant and analysed

the current and historical price of the shares of these other companies,

compared the financial terms and conditions of the offer with publicly available terms and

conditions for certain other company mergers and transactions that were carried out in

the recent past and which we considered relevant,

carried out an assessment of the company in accordance with the Discounted Cash Flow

(DCF) method based on the financial projections ("planning data" dated November 2013)

along with scenario analyses that we considered appropriate, and

carried out additional reviews and analyses that we considered appropriate in this context.

We engaged also in discussions regarding the appraisal of the board of directors and executive

employees of the company in respect of past and present business performance, the financial

condition and results of operations and the business prospects of the company as well as

certain other circumstances that we considered relevant in connection with the development

of the fairness opinion.

We are not providing an opinion with respect to the likelihood that the transaction will be

consummated, nor are we evaluating the offer documents, with the exception of the purchase

price offered. We point out that we were not asked by either the supervisory board or third

parties to provide a recommendation with regard to the structure of the transaction, the

amount of the price offered or other terms or aspects of the offer.

In this fairness opinion, we provide no appraisal of whether the bidder or any other third party

might, at a later point in time, offer a purchase price greater than the ofFer price in accordance

with the offer documents published by the bidder on November 21, 2013.

Finally, we point out that this fairness opinion does not represent a company valuation as is

typically provided by auditors on the basis of the requirements of German corporate law. In

fact, it is based on a valuation of the company as is otherwise carried out by investment banks

for similar capital market transactions. Such valuations are performed by applying customary

international valuation methods that differ in material respects from the valuation of a

company by an auditor and from balance sheet valuations. In particular, we did not perform a

company valuation on the basis of the standards for company valuation published by the

Institut der Wirtschaftsprufer e.V. (IdW).
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As such, this fairness opinion does not substitute such valuation. We make no assertion as to

whether, in consideration of the type and circumstances of the offer, it would be necessary or

proper to obtain a company valuation in accordance with the standard of the Institut der

deutschen Wirtschaftsprufer (IDW S 1) by the board of directors of the company. The IDW

Standard "Grundsatze fur die Erstellung von Fairness Opinions" (Standard Principles for

Preparing Fairness Opinions — IDW S 8) was not applied in the preparation of the Fairness

Opinion. Likewise, our advice does not represent services in terms of the Securities Trading Act

(WpHG) or the Banking Act (KWG).

During the preparation of this fairness opinion as well as in our advisory role to the supervisory

board in connection with the ofFer, we assumed that all information and documents relating to

finances, accounting and taxes that we took into consideration or evaluated were complete

and correct. This is the case regardless of whether they originated from public sources or were

made available to us by the company or otherwise. Correspondingly, we did not independently

review the documents and information available to us for correctness or completeness. We did

not carry out any valuation or audit of the assets or liabilities of the company or its

subsidiaries (including off-balance-sheet liabilities). In addition, no such valuations or audits

were made available to us. Finally, we assumed that the documents, forward looking

statements and information provided to us by the company were created on the basis of the

company's best commercial knowledge and were based on the best estimates and evaluations

by the board of directors of the company available at the time.

This fairness opinion and all information and opinions contained therein are based on the

market conditions and other conditions currently prevailing and the information and plans of

the company made available to us at the present time. We explicitly point out that these

assumptions, as well as certain underlying assumptions on which we base this fairness

opinion, could change in the future. Although such changes could affect the content and the

conclusion of this fairness opinion, we will not update this fairness opinion or point out the

occurrence of changes that could affect the contents of this fairness opinion.

Our advisory services and this fairness opinion are exclusively to inform and support the

supervisory board of the company in connection with the review of the offer. It is not directed

to any third party and does not establish any rights for third parties. In particular, this fairness

opinion is not directed towards KHD shareholders and thus does not represent a

recommendation to the owners of KHD shares for the acceptance or rejection of the offer

submitted by the bidder.

Finally, we explicitly point out that, with your approval, we provide no opinion as to whether

the offer is in compliance with the requirements of the German Securities Acquisition and

Takeover Act, including the legal ordinances associated with it.
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As such, we are in agreement that in their opinion on the ofFer in accordance with § 27 of the

WpUG, the board of directors and the supervisory board of the company state that Network

has issued this fairness opinion, refers to this document and reproduces it in the form of a

summary or abstract or includes a complete copy of this document in the opinion of the board

of directors and the supervisory board of the company, if at the same time it is made clear that

our fairness opinion is provided under certain assumptions and reservations and that for its

comprehension it is necessary to read the document in its entirety.

With the exception of the disclosure permitted above, this document may not be disclosed to

other persons without our prior written approval, nor may it be quoted, nor may reference be

made to it - in whole or in part -and it may not be used for any purpose other than that

specified.

This said and subject to the comments above, as of the time this document is signed, we are of

the opinion that the purchase price offered by the bidder in the context of the offer in the

amount of EUR 6.45 per KHD share in cash does represent a fair and reasonable consideration

for the shares of KHD Humboldt Wedag International AG from a financial perspective.

Sincerely yours,

N wor Corporate Finance GmbH &
r

C risti n Niederle F

KG/

~ ~/

ik Schonert

anaging Partner Managing Partner
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