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Convenience Translation
Terms of Conversion

TERMS OF CONVERSION

pursuant to Art. 37 para. 4 of Council Regulation (EC) No. 2157/2001 on the Statute for a
European Company (SE), Official Journal L 294 of 10 November 2001, p. 1 (“SE Regulation®)

on the conversion of

Kldckner & Co Aktiengesellschaft,

Am Silberpalais 1, 47057 Duisburg,

registered in the commercial register kept at the Local Court (Amtsgericht) of Duisburg under
HRB 18561

— hereinafter “Klockner & Co AG” —
into the
legal form of a European Company (Societas Europaea) (SE)
— hereinafter “Kléckner & Co SE” —

(Kléckner & Co AG and Kléckner & Co SE respectively hereinafter also referred to as the
“Company”)

Preamble

(A) Kléckner & Co AG is a stock corporation incorporated under German law and listed on the
stock exchange with its registered office in Duisburg, Germany. It is the parent holding
company of Kléckner & Co Group, which operates in Europe and Northern America in the
distribution of steel and metal.

(B) By way of an identity-preserving change of the legal form of Multi Metal Holding GmbH,
Duisburg, registered in the commercial register kept at the Local Court of Duisburg,
Klockner & Co AG acquired the legal form of a stock corporation on 7 June 2006. Multi
Metal Holding GmbH, Duisburg, was founded on 10 March 2005.

(C) The Company has held indirect interests for more than two years now in, inter alia, each of
the following companies, which are each governed by the laws of a member state of the
European Union:

0] Since 13 April 2005, a 100% shareholding in Klockner S.a.r.l,
Luxemburg/Luxemburg, founded on 13 April 2005 according to the laws of the
Grand Duchy of Luxemburg with place of business at 59, rue de Rollingergrund, L-
2440 Luxemburg/Luxemburg, and registered in the Registre de Commerce et des
Sociétés Luxemburg under No. B 107394.

(ii) Since 16 March 2005, a 100% shareholding in Kléckner Netherlands Holding B.V.,
Amsterdam/The Netherlands, founded according to the laws of The Netherlands
with place of business at Donk 6, NL-2991 LE Barendrecht/The Netherlands, and
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registered in the commercial register van de Kamer van Koophandel en Fabrieken
voor Rotterdam under No. 33098390.

(iii) Since 16 March 2005, a shareholding in Kléckner Participaciones SA, Madrid/Spain,
founded according to the laws of Spain with place of business at Velasques 63, E-
28001 Madrid/Spain, and registered in the Registradores Mercantiles de Madrid
under No. Hoja M-363933, Tomo 20558, Folio 185.

(iv) Since 16 March 2005, a shareholding in Kléckner UK France Holding Ltd.,
London/Great Britain, founded according to the laws of England and Wales with
place of business at Valley Farm Road, Stouton, Leeds LS10 1SD, Great Britain and
registered in the Register of Companies House under No. 05310738.

(D) Kléckner & Co AG shall be converted by way of conversion pursuant to Art. 2 para. 4 in
conjunction with Art. 37 SE Regulation into the legal form of a European Company (Societas
Europaea — SE).

The Management Board is convinced that the legal form of the SE, as the only stock
corporation according to European law, is especially suitable to promote the international
corporate structure of the Company.

The Management Board believes that the conversion of the legal form into an SE
constitutes a further consistent step in the development and global focus of the business
operations of the Kléckner & Co Group.

Now therefore, the Management Board of Kléckner & Co AG draws up the following Terms of
Conversion pursuant to Art. 37 para. 4 SE Regulation:

Conversion of Klockner & Co AG into Klockner & Co SE

Pursuant to Art. 2 para. 4 in conjunction with Art. 37 SE Regulation, Kléckner & Co AG shall be
converted into a European Company (Societas Europaea — SE). For over two years, Kléckner &
Co AG has had indirect subsidiaries which are each governed by the law of other member states
of the European Union, in particular the subsidiaries listed under (C) of the Preamble of these
Terms of Conversion. The required prerequisites for the conversion of Kléckner & Co AG into an
SE are fulfilled.

The conversion of Kléckner & Co AG into the legal form of an SE does not result in the winding up
of the Company or the formation of a new legal entity. Also after the conversion becomes effective,
the participation of the shareholders in the Company will continue to exist unchanged on the basis
of the identity of the legal entity (Rechtstréger).

Effectiveness of the conversion

The conversion will become effective upon its registration in the commercial register of the
Company.

Legal form, name and registered office of Klockner & Co AG and Kléckner & Co SE

Kléckner & Co AG is a stock corporation incorporated under German law with its registered office
in Duisburg, Germany, registered in the commercial register kept at the Local Court of Duisburg
under HRB 18561. The name of Kléckner & Co AG is “Kléckner & Co Aktiengesellschaft®.

Through the conversion, Kléckner & Co AG shall receive the legal form of a European Company
(Societas Europaea — SE).

The name of Klockner & Co SE is “Klockner & Co SE*.
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The registered seat stipulated in the Articles of Association (Satzungssitz) and the head office
(Verwaltungssitz) of Klockner & Co SE is Duisburg, Germany.

Shareholding, shares and share capital of Klockner & Co SE

Upon the conversion taking effect by way of registration in the commercial register of Kléckner &
Co AG, the shareholders in Kléckner & Co AG will become shareholders in Kléckner & Co SE.
They will participate in the share capital of Kldckner & Co SE to the same extent and with the
same type and number of shares as they participated in the share capital of Kléckner & Co AG
immediately before the conversion taking effect. The arithmetical proportionate amount of share
capital allocated to each no-par value share (Stiickaktie) remains the same as it was immediately
before the conversion taking effect. All the shares in Kléckner & Co SE are ordinary shares
(Stammaktien) and are registered by name.

The entire share capital of Kléckner & Co AG in the amount existing at the point in time of
registration of the conversion in the commercial register and in the division into shares existing at
the point in time of registration of the conversion in the commercial register as well as with the
proportionate amount of share capital allocated to each no-par value share shall become the share
capital of Klockner & Co SE. The share capital of Kléckner & Co AG presently (information valid as
per 30 April 2008) amounts to EUR 116,250,000.00 and is divided into 46,500,000 no-par value
registered shares with a proportionate amount of share capital of EUR 2.50 each.

The shares in Kléckner & Co AG are securitised in global certificates (Sammelurkunden). These
will be replaced by global certificates made out to Kléckner & Co SE.

Articles of Association of Klockner & Co SE and capital

Kléckner & Co SE shall receive the Articles of Association which are attached to these Terms of
Conversion as Annex 1 and which are a component of these Terms of Conversion.

Upon the conversion taking effect, all types of capital of Kléckner & Co AG will be transferred to
Kléckner & Co SE with the conditions and amounts they have at that time.

5.2.1  Upon the conversion taking effect, the share capital of Kléckner & Co AG will continue to
exist as the share capital of Kléckner & Co SE in the same amount existing at the time of
the conversion and with the same division into shares existing at the time of the
conversion.

According to Section 4 para. (1) of the Articles of Association of Klockner & Co AG, the
share capital of Kléckner & Co AG currently amounts to (information valid as per 30 April
2008) EUR 116,250,000; it is divided into 46,500,000 no-par value registered shares.
Therefore, the share capital of Kléckner & Co SE is also stipulated in Section 4 para. (1) of
the Articles of Association of Klockner & Co SE as attached to these Terms of Conversion
as Annex 1 in an amount of EUR 116,250,000, divided into 46,500,000 no-par value
registered shares. To the extent that the actual amount of the share capital of Kléckner &
Co AG at the time of the conversion taking effect does not correspond to the amount and
number of shares set out in the Articles of Association of Kléckner & Co AG and the
version of the Articles of Association of Kléckner & Co SE which is attached as Annex 1 to
these Terms of Conversion (e.g., due to capital increases effected in the meantime), it is
the share capital of Kléckner & Co AG actually existing at the time of the conversion taking
effect which will, at the time of the conversion taking effect, become the share capital of
Kléckner & Co SE with the corresponding amount and division into shares.
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Upon the conversion taking effect, the different types of authorised capital of Klockner &
Co AG will become the respective authorised capital of Kléckner & Co SE, with their
respective amounts and the conditions applicable to them at that time being maintained.

Kléckner & Co AG currently (information valid as per 30 April 2008) has authorised capital
as set out in Section 4 para. (2) of the Articles of Association of Kléckner & Co AG
(Authorised Capital). The Authorised Capital is divided into three tranches. Therefore,
corresponding Authorised Capital is also reported in Section 4 para. (2) of the Articles of
Association of Kléckner & Co SE which are attached to these Terms of Conversion as
Annex 1. In particular, the amount of Authorised Capital, the number of shares and the
other data relating to the Authorised Capital pursuant to section 4 para. (2) of the Articles
of Association of Kléckner & Co SE correspond with those set forth in section 4 para. (2)
of the Articles of Association of Kléckner & Co AG. To the extent that the actual amounts
or the other conditions regarding this Authorised Capital of Kléckner & Co AG change prior
to the conversion into Kléckner & Co SE taking effect, the respective types of Authorised
Capital will, at the time of the conversion taking effect, continue to exist in Kldckner & Co
SE in the same amounts and with the same conditions applicable with respect to Kléckner
& Co AG at the time of the conversion taking effect.

Conditional capital of Kléckner & Co AG continues to exist at the time of the conversion
taking effect in the amounts existing at the time of the conversion taking effect and with
the same conditions applicable at this time as the conditional capital of Kléckner & Co SE
in the same amounts and with the same conditions.

Kléckner & Co AG currently (information valid as per 30 April 2008) has conditional capital
as set out in section 4 para. (3) of the Articles of Association of Klockner & Co AG
(Conditional Capital 2007). Therefore, a corresponding Conditional Capital 2007 is set out
in section 4 para. (3) in the Articles of Association of Kléckner & Co SE as attached to
these Terms of Conversion as Annex 1. Therefore in particular, the amount of Conditional
Capital 2007, the number of shares and the other conditions relating to the Conditional
Capital 2007 pursuant to section 4 para. (3) of the Articles of Association of Kléckner & Co
SE correspond with those pursuant to section 4 para. (3) of the Articles of Association of
Kléckner & Co AG. To the extent that the actual amounts or the other conditions regarding
the Conditional Capital of Kléckner & Co AG change prior to the conversion into Kléckner
& Co SE taking effect, Conditional Capital 2007 at the time of the conversion taking effect
will continue to exist in Klockner & Co SE in the same amounts and with the same
conditions applicable with respect to Kléckner & Co AG at the time of the conversion
taking effect.

The annual General Meeting of Kléckner & Co AG of 20 June 2008 (“General Meeting
2008“) will propose the procurement of new additional conditional capital (Conditional
Capital 2008). Pursuant to the proposal for resolution of the Management Board and
Supervisory Board, Conditional Capital 2008 envisages that the share capital of the
Company shall be conditionally increased by up to EUR 11,625,000.00 by way of the
issue of up to 4,650.000 new no-par value registered shares with dividend rights as of the
beginning of the business year of their issue. Conditional Capital 2008 shall serve the
purpose of granting shares to satisfy the subscription rights of the holders of option and/or
convertible bonds that shall be issued pursuant to the authorisation of the Company or a
group company which shall be resolved at the same time in the General Meeting 2008
(Convertible Bond 2008).
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To the extent that the respective resolution of the General Meeting 2008 is already
registered in the commercial register at the time of the conversion taking effect,
Conditional Capital 2008 will, at the time of the conversion taking effect, continue to exist
in Klockner & Co SE in the same amount and with the same conditions applicable with
respect to Kléckner & Co AG at the time of the conversion taking effect.

Cash compensation offer

An offer to purchase their shares against a cash compensation will not be made to shareholders
who object to the conversion because the law does not envisage such a cash compensation offer.

Holders of special rights and holders of other securities

On 27 July 2007, the Luxembourg subsidiary of Klockner & Co AG, Kldckner & Co Finance
International S.A., issued a convertible bond in a total amount of EUR 325 million (“Convertible
Bond 2007“). Convertible Bond 2007 has a term of five years and a nominal interest rate of 1.5%
p.a. The conversion price was set at EUR 80.75. Based on the resolution of the General Meeting
of 20 June 2007, Kléckner & Co AG assumed the guarantee for Convertible Bond 2007 by
granting the holders of Convertible Bond 2007 convertible rights to new shares in Kléckner & Co
AG (“Guarantee®). Convertible Bond 2007 entitles its holders to subscribe for a total of 4,024,767
shares in Kléckner & Co AG.

Upon the conversion taking effect, the holders of Convertible Bond 2007 shall have a subscription
right for shares in Klockner & Co SE instead of a subscription right for shares in Kléckner & Co
AG. The number of shares, the conversion price and the other terms and conditions of Convertible
Bond 2007 as well as the terms and conditions of the Guarantee do not change because of the
conversion.

The conditional capital which was procured in order to secure the subscription rights under
Convertible Bond 2007 (Conditional Capital 2007) (cf. Section 4 para. (3) of the Articles of
Association of Kldckner & Co AG), continues to exist in the respective form at Kldckner & Co SE
after the conversion (cf. Section 4 para. (3) of the Articles of Association of Kléckner & Co SE; also
see clause 5.2.3 of these Terms of Conversion).

Management Board

The offices of all the members of the Management Board and the Supervisory Board of Kléckner &
Co AG shall end upon the conversion taking effect, i.e. upon registration of the conversion in the
commercial register of the Company.

Notwithstanding the competence of the future Supervisory Board of Kléckner & Co SE pursuant to
Art. 39 para. 2 sentence 1 of the SE Regulation, it is pointed out at this point that presumably the
present members of the Management Board of Kléckner & Co AG also will be appointed as
members of the first Management Board of Klockner & Co SE. These are Dr Thomas Ludwig, Mr
Ulrich Becker und Mr Gisbert RGhl.

Supervisory Board

Pursuant to Section 9 para. 1 of the Articles of Association of Kléckner & Co SE (see Annex 1), a
Supervisory Board shall be established at Kléckner & Co SE, comprising six members. All the
members of the Supervisory Board of Kléckner & Co SE shall be appointed by the General
Meeting. However, pursuant to Art. 40 para. 2 sentence 2 of the SE Regulation, the members of
the first Supervisory Board shall be appointed by the Articles of Association of Kléckner & Co SE.
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The offices of the members of the Supervisory Board Klockner & Co AG shall end upon the
conversion taking effect. Pursuant to Section 9 of the Articles of Association of Klockner & Co SE,
the persons listed in clause 9.3 of these Terms of Conversion shall be appointed as members of
the Supervisory Board of Kléckner & Co SE.

The following members of the Supervisory Board of Kléckner & Co AG shall be appointed as
members of the Supervisory Board of Kléckner & Co SE:

0] Prof Dr Dieter H. Vogel, Meerbusch, Managing Partner of Lindsay Goldberg Vogel GmbH,
Dusseldorf;

(i)  (Dr Michael Rogowski, Heidenheim, Chairman of the Supervisory Board and the Partners’
Committee of Voith AG, Heidenheim;

(i)  Robert J. Koehler, Wiesbaden, Chairman of the Management Board of SGL CARBON
Aktiengesellschaft, Wiesbaden;

(iv)  Frank H. Lakerveld, Hattingen, member of the Management Board of Sonepar S.A., Paris
(France);

(v)  Dr. Jochen Melchior, Essen, former Chairman of the Management Board of the former
STEAG AG, Essen;

(vi) Dr Hans Georg Vater, Ratingen, former member of the Management Board of HOCHTIEF
Aktiengesellschaft, Essen.

Pursuant to Art. 40 para. 2 sentence 2 of the SE Regulation, the appointment is made by the
Articles of Association of Klockner & Co SE, which is attached to these Terms of Conversion as
Annex 1.

For reasons of utmost precaution and notwithstanding the competence of the future Supervisory
Board of Kléckner & Co SE, it is pointed out at this point that presumably Prof. Dr Dieter H. Vogel
will be appointed as the chairman of the Supervisory Board.

Special benefits

For reasons of utmost precaution and notwithstanding the competence of the Supervisory Board of
Kléckner & Co SE, it is pointed out at this point that presumably the members of the Management
Board of Kléckner & Co AG shall be appointed as members of the Management Board of Kléckner
& Co SE (see clause 8). Furthermore, it is pointed out that the present members of the
Supervisory Board of Kldckner & Co AG will be appointed in the Articles of Association of Kléckner
& Co SE as members of the Supervisory Board of Klockner & Co SE (see clause 9).

Information on the procedure for the involvement of the employees in Klockner & Co SE

The involvement of the employees in an SE is primarily based on an agreement between the
corporate management and the employees who are represented by a so-called Special
Negotiating Body (“SNB”) which is elected by them or their representatives. In the event that no
agreement is reached, the standard rules set forth in German law on the involvement of the
employees in a European Company (German SE Employee Involvement Act (SE-
Beteiligungsgesetz — SEBG) apply to the involvement of the employees of an SE with registered
seat in Germany.

The Management Board of Kléckner & Co AG and the BVG have already concluded an agreement
on the involvement of the employees in Kléckner & Co SE on 29 April 2008 (“Employee
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Involvement Agreement”). In the following, the basic principles of the procedure which led to the
conclusion of this agreement will be provided.

Basic Principles for the regulation of the involvement of the employees in Kléckner & Co

SE

11.11

11.1.2

The negotiation procedure which is envisaged in the German SE Employee Involvement
Act in this respect was carried out for the regulation of the involvement of the employees
in Kléckner & Co SE. The German SE Employee Involvement Act implements the Council
Directive 2001/86/EC dated 8 October 2001 supplementing the Statute of a European
Company regarding the involvement of employees, into German law. It envisages
negotiations between the corporate management of the participating company — here: the
Management Board of Kléckner & Co AG — and the SNB.

In the event of the foundation of an SE through conversion, the SNB is comprised of
employee representatives of both the company directly affected by the conversion — here:
Kléckner & Co AG — and its subsidiaries and branches to the extent that their employees
are employed in a member state of the European Union or a state which is a party to the
Treaty on the European Economic Area (“Member State“). Pursuant to the provisions of
the German SE Employee Involvement Act, the number of seats in the SNB attributable to
the individual Member States shall be according to the number of employees employed in
the respective Member State. See clause 11.3 below in respect of the composition of the
SNB of the Kléckner & Co Group.

The aim of the negotiation procedure is the conclusion of an agreement on the involvement
of the employees in the SE, which in the present case was reached by the conclusion of
the Employee Involvement Agreement. If no such agreement had been concluded, the
standard rules envisaged in the German SE Employee Involvement Act would have been
applicable.

Involvement of employees constitutes in this respect any procedure — including
information, consultation and participation — by which the employee representative bodies
can exercise influence on the decision-making in the company.

Involvement rights are rights to which the employees and their representative bodies are
entitled in the area of informing, consultation, co-determination and other types of
participation. This can also include the exercise of these rights in the group companies of
the SE.

Informing constitutes the informing of the SE works council or other employee
representative bodies by the SE management concerning matters relating to the SE itself
or one of its subsidiaries or one of its branches in another Member State or which go
beyond the authority of the competent bodies at the level of the individual Member State.
Time, form and contents of the information shall be selected in such a manner so as to
enable the employee representative bodies to thoroughly examine the effects to be
expected and if required, to prepare a hearing with the SE management.

Consultation constitutes the establishment of a dialogue and an exchange of opinions
between the SE works council or other employee representative bodies and the SE
management or another competent management level with decision-making authority of
its own. The time, form and contents of the consultation shall enable the SE works council
to provide an opinion on the measures planned by the SE management on the basis of the
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information effected, which can be taken into consideration in the decision-making process
within the SE.

Participation constitutes the ability of the employees to exercise influence on affairs of a
company by

0] exercising the right to elect or appoint part of the membership of the supervisory or
administrative bodies of the company or

(i)  exercising the right to recommend or reject the appointment of part of the membership or all
the members of the supervisory or administrative bodies of the company.

Initiation of the negotiation procedure

The initiation of the procedure for regulation of the involvement of the employees within Kléckner &
Co SE took place according to the provisions of the German SE Employee Involvement Act. These
provisions prescribe that the management of the company involved in the conversion — here: the
Management Board of Kléckner & Co AG — in a first step, shall inform the employees and/or their
representative bodies about the intended conversion and request the establishment of the SNB.

Pursuant to Section 4 of the German SE Employee Involvement Act, the information provided to
the employee representative bodies and/or the employees extended to (i) the identity and structure
of the company involved in the conversion — here meaning Kléckner & Co AG — as well as the
subsidiaries and branches affected by the conversion and their distribution in the Member States,
(ii) the employee representative bodies existing in these companies and branches, (iii) the number
of employees employed in each of these companies and branches at the time of the provision of
the information as well as the total number of employees employed in a Member State to be
calculated from this and (iv) the number of employees entitled to participation rights in the bodies
of these companies at the time the information is provided.

With letter of 24 September 2007, the Management Board of Kléckner & Co AG has already
informed the employee representative bodies and/or the employees in Germany as well as in the
Member States in which the Kloéckner & Co Group employs employees (these are: Belgium,
Bulgaria, France, Ireland, Lithuania, The Netherlands, Austria, Poland, Rumania, Spain, Czech
Republic, Hungary und the United Kingdom of Great Britain and Northern Ireland) about the
planned conversion of Kléckner & Co AG into the legal form of the SE and has requested the
establishment of the SNB. Following the acquisition of the Bulgarian subsidiaries in January 2008,
the Management Board of Kléckner & Co AG immediately also informed the employee
representative bodies and/or the employees at that location about the intended conversion into the
legal form of the SE and requested the election and/or appointment of the SNB member.

Establishment and composition of the SNB

In this case, Section 5 para. 1 of the German SE Employee Involvement Act shall apply to the
establishment and composition of the SNB.

Members of the SNB were elected or appointed accordingly for the employees employed in every
Member State at the participating companies — here: Klockner & Co AG -, affected subsidiaries
and affected branches. For every percentage of the employees employed in a Member State
amounting to 10% of the total humber of the employees employed in all Member States at the
participating companies and the affected subsidiaries or affected branches or a fractional amount
thereof, one member from this Member State was to be elected or appointed to the SNB.

On 5 December 2007, the Management Board of Klockner & Co AG sent out invitations to the
constituent meeting of the SNB to be held on 10 and 11 January 2008. The constituent meeting
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took place on 10/11 January 2008. The bodies and/or employees competent for the appointment
and/or election of the SNB members in Lithuania, Poland and the Czech Republic did not elect
and/or appoint a representative for their country to the SNB.

Austria did not delegate a member to the SNB due to contrary national regulations.

Based on the number of employees of the companies of the Kléckner & Co Group in the Member
States of the European Union (including Germany), the following allocation of seats on the SNB

has resulted:

Country Number of | Proportion in total Seats on the SNB
employees number of

employees in

percentage

(rounded)
Belgium 96 1.3% 1
Bulgaria 253 3.43% 1
Germany 1767 23.95% 3
France 2462 33.37% 4
Ireland 6 0.08% 1
Lithuania* 2 0.03% -
The Netherlands 549 7.44% 1
Austria** 107 1.45% -
Poland* 44 0.6% -
Rumania 9 0.12% 1
Spain 867 11.75% 2
Czech Republic* 28 0.38% -
Hungary 31 0.42% 1
United Kingdom of | 1156 15.67% 2
Great Britain and
Northern Ireland
Total 7377 100% 17

* Poland, Lithuania and the Czech Republic did not delegate any representatives to the SNB.

** Austria did not delegate a representative to the SNB due to the provisions of Austrian law.

The members of the SNB attributable to the German companies were elected according to the
provisions of Sections 8 et seq. German SE Employee Involvement Act; the determination of the
representatives attributable to each of the other Member States was accomplished according to
the respective provisions of the Member State concerned which are applicable in this respect.
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Negotiation procedure and regulation of the involvement of the employees in Klockner &
Co SE

Therefore in this case, with the constituent meeting of the SNB, the negotiation time limit pursuant
to Section 20 para. 1 of the German SE Employee Involvement Act began to run. The negotiations
were concluded by the conclusion of the Employee Involvement Agreement on 29 April 2008. It
regulates the details on the establishment of the SE works council of Kléckner & Co SE and its
involvement rights.

Furthermore, the Employee Involvement Agreement stipulates that there will be no participation in
the supervisory or administrative bodies of Klockner & Co. SE. Because Kléckner & Co AG is
already not subject to participation, also Kléckner & Co SE must not provide for participation in the
executive bodies (cf. also Section 21 para. 6 of the German SE Employee Involvement Act in this
respect).

Costs of the negotiation procedure and the establishment of the SNB

The costs which have been incurred by the establishment and the activities of the SNB shall be
borne by the Company. The obligation to bear the costs includes the non-personal economic costs
and personal costs in connection with the work of the SNB including the negotiations, in particular
for offices and non-personal economic resources (e.g., telephone, facsimile, literature), translators
and office personnel in connection with the negotiations as well as necessary travel and
accommodation costs of the members of the SNB.

Other effects of the conversion on the employees and their representatives
The conversion affects the employees and their representatives as follows:

The rights and obligations of the employees under existing service and employment contracts
remain in existence unchanged. Section 613 a of the German Civil Code (Blirgerliches
Gesetzbuch — BGB) shall not be applied to the conversion because a transfer of business
undertakings does not take place due to the identity of the legal entity.

Shop agreements, collective bargaining agreements and other regulations under collective
employment law which apply to the employees of Kléckner & Co AG continue to be applicable
unchanged for the employees of Kléckner & Co SE according to the provisions of the respective
agreements.

The conversion will not result in any changes for the existing employee representational bodies
and spokesmen committees (Sprecherausschuss) in the subsidiaries and branches of the
Kléckner & Co Group. The existing national employee representational bodies and spokesmen
committees remain in existence.

An SE works council shall be established at Kléckner & Co SE in accordance with the Employee
Involvement Agreement (cf. also clause 11.4 above in this respect).

Finally, no measures are envisaged or planned due to the conversion which would have an effect
on the situation of the employees.

Auditor of the annual financial statements

KPMG Hartkopf + Rentrop Treuhand KG Wirtschaftsprifungsgesellschaft, Cologne, is appointed
as the auditor of the annual financial statements of the Company and the Group as well as to
conduct a review of the shortened financial statements and the interim management report

10
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pursuant to Sections 37w para. 5 37y no. 2 of the German Securities Trading Act
(Wertpapierhandelsgesetz — WpHG) in the first business year of Klockner & Co SE.

Duisburg, 5 May 2008

Kléckner & Co Aktiengesellschaft
The Management Board

sgd. Dr. Thomas Ludwig sgd. Gisbert RahI
(Chairman)

Annex 1: Articles of Association of Kléckner & Co SE

11
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Articles of Association of

Klockner & Co SE,
Duisburg
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l. General Provisions

Section 1 Company Name, Seat and Business year

(1)

(2)
()

The European Company (Societas Europaea) — hereinafter referred to as the "Company* —
operates under the name of:

Kléckner & Co SE.
It has its registered seat in Duisburg.

The business year is the calendar year.

Section 2 Purpose of the Company

(1)

(2)

The purpose of the Company is

€) the distribution and trading of steel, metal and synthetic products as well as their
manufacture and processing and

(b) the acquisition and administration of participations of all kinds, in particular in
companies whose purpose includes the activities described under a).

The Company may form subsidiaries in Germany and abroad, establish branches and
assume participations in other companies to the extent they are active in the Company’s
field of business or are beneficial to its purpose, including for the purpose of the
development and subsequent sale of such companies. The Company may represent
companies in which it participates, consolidate them under a unified management and
conclude inter-company agreements for this purpose. The Company may outsource or
convey its business in full or in part to affiliated companies.

Section 3 Announcements and Transmission of Information

(1)

(2)

The Company’s announcements shall be published in the electronic Federal Gazette
(elektronischer Bundesanzeiger), unless otherwise required by law.

The Company is entitled to transmit information to the shareholders, with their consent, by
way of electronic data transmission.

Il. Share Capital and Shares

Section 4 Amount and Division of the Share Capital

(1)

Share Capital

The Company’s share capital amounts to EUR 116,250,000.00 (in words: Euro one hundred
and sixteen million two hundred and fifty thousand). It is divided into 46,500,000 (in words:
forty-six million five hundred thousand) no-par value registered shares. The share capital in
the amount of EUR 100,000,000.00 (in words: Euro one hundred million) was paid in
through the identity-preserving change of legal form of the former Multi Metal Holding GmbH
to Kléckner & Co Aktiengesellschaft. Then the share capital in the amount of
EUR 116,250,000 (in words: Euro one hundred and sixteen million two hundred and fifty
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thousand) was paid in through the identity-preserving conversion of the former Kléckner &
Co Aktiengesellschaft into Kléckner & Co SE.

Authorised Capital

@)

(b)

(©)

The Management Board of the Company is authorised, with the consent of the
Supervisory Board, to increase the share capital in the period up to 20 June 2011 by
issuing new no-par value registered shares against cash or non-cash contributions,
once or several times, by up to a total of EUR 50,000,000.00 (in words: Euro fifty
million) in accordance with the following provisions, however, only up to a maximum
amount and number of shares in which amount Authorised Capital pursuant to
Section 4 para. (2) of the Articles of Association of Kléckner & Co Aktiengesellschaft
still exists at the point in time of the conversion of Kléckner & Co Aktiengesellschaft
into a European Company (SE) pursuant to the Terms of Conversion of 5 May 2008
taking effect (Authorised Capital).

The Authorised Capital may be utilised once or several times up to the total amount
of EUR 50,000,000.00 (in words: Euro fifty million) by issuing new no-par value
registered shares against cash contributions, however, only up to a maximum
amount and number of shares in which amount Authorised Capital pursuant to
Section 4 para. (2) of the Articles of Association of Klockner & Co Aktiengesellschaft
still exists at the point in time of the conversion of Kléckner & Co Aktiengesellschaft
into a European Company (SE) pursuant to the Terms of Conversion of 5 May 2008
taking effect (Tranche I). The shareholders shall be granted a preemptive right.

(aa) However, the Management Board is authorised, with the consent of
the Supervisory Board, to exclude the shareholders’ preemptive
right in order to avoid fractional amounts.

(bb)  Moreover, the Management Board is authorised, with the consent of
the Supervisory Board, to exclude the shareholders’ preemptive
right to the extent this is necessary in order to grant the holders of
conversion or other option rights, which are issued by the Company
or its affiliated companies, a subscription right to new shares in the
Company in the volume to which they would be entitled after
exercising their conversion or other option rights.

(cc) The Management Board is also authorised, with the consent of the
Supervisory Board, to exclude the shareholders’ preemptive right to
the extent the share in the total share capital accruing to the shares
issued with the exclusion of the preemptive right pursuant to
Section 186 para. 3 sentence 4 of the German Stock Corporation
Act (Aktiengesetz — AktG) does not exceed 10% of the share capital
and the issue price does not fall significantly below the market price
of the Company’s shares which are already listed.

The Authorised Capital may be utilised once or several times up to the total amount
of EUR 50,000,000.00 (in words: Euro fifty million) by issuing new no-par value
registered shares against non-cash contributions for the purpose of the (also
indirect) acquisition of companies, parts of companies or participations in
companies, however, only up to a maximum amount and number of shares in which
amount Authorised Capital pursuant to Section 4 para. (2) of the Articles of
Association of Kléckner & Co Aktiengesellschaft still exists at the point in time of the
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conversion of Klockner & Co Aktiengesellschaft into a European Company (SE)
pursuant to the Terms of Conversion of 5 May 2008 taking effect (Tranche Il). In this
case, the shareholders’ preemptive right is excluded.

(d) The Authorised Capital may be utilized once or several times up to the total amount
of EUR 50,000,000.00 (in words: Euro fifty million) by issuing new no-par value
registered shares against cash contributions for the purpose of issuing shares to
employees of the Company or its affiliated companies, however, only up to a
maximum amount and number of shares in which amount Authorised Capital
pursuant to Section 4 para. (2) of the Articles of Association of Kléckner & Co
Aktiengesellschatft still exists at the point in time of the conversion of Kléckner & Co
Aktiengesellschaft into a European Company (SE) pursuant to the Terms of
Conversion of 5 May 2008 taking effect (Tranche 1ll). In this case, the shareholders’
preemptive right is excluded.

(e) Within the framework of the Authorised Capital, each of the Tranches | to Il may
only be utilized up to the maximum limit set forth therein. The sum of all capital
measures arising from Tranches | to Ill may not exceed the total amount of the
Authorised Capital.

) The Management Board is authorised, with the consent of the Supervisory Board, to
determine the additional conditions of the rights embodied in the shares and the
further details of the capital increase, its execution, and the conditions for issuing the
shares. The Supervisory Board is authorised to adjust the wording of these Articles
of Association following a partial or complete execution of the share capital increase
out of the Authorised Capital or after expiration of the period of authorisation, in
accordance with the amount of the capital increase out of the Authorised Capital.

The share capital of the Company is conditionally increased by up to EUR 11,625,000.00 by
issuing up to 4,650,000 new no-par value registered shares with dividend rights from the
beginning of the business year of their issue. However, this conditional capital increase only
applies up to a maximum amount and number of shares in which amount the conditional
capital increase has not yet been executed at the point in time of the conversion of Kléckner
& Co Aktiengesellschaft into a European Company (SE) pursuant to the Terms of
Conversion of 5 May 2008 taking effect.

The conditional capital shall serve to grant subscription and/or conversion rights to the
holders of option bonds and/or convertible bonds that are issued by the Company or a
group company in accordance with the authority granted by the General Meeting of the
Company on 20 June 2007. New shares shall be issued in accordance with the option price
or conversion price resolved as Item 9 of the agenda of the General Meeting of the
Company held on 20 June 2007.

The conditional capital increase shall only be executed to the extent that the holders and/or
creditors of subscription or conversion rights make use of these rights or to the extent that
the holders with a conversion obligation fulfill this obligation and to the extent that no cash
settlement is granted and none of the Company’s own shares or shares created from
authorised capital are used to satisfy this requirement. The Management Board is
authorised to determine the further details of the execution of a conditional capital increase
(Conditional Capital 2007).
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(4) The shares are registered by name. If, in the event of a capital increase, the resolution on
the capital increase does not specify whether the new shares should be bearer shares or
registered shares, then they shall be issued as shares registered by name.

(5) The form of the share certificates and the dividend and talon coupons shall be determined
by the Management Board with the consent of the Supervisory Board. The shareholders’
right to a securitisation of their shares and dividends is excluded to the extent permissible by
law and a securitisation is not required according to the rules of the stock exchange where
the share has been admitted for trading. The Company shall be entitled to issue share
certificates which embody individual shares or multiple shares (global shares).

(6) In the event of a capital increase, the dividend rights of new shares may be determined in
deviation from Section 60 para. 2 of the German Stock Corporation Act.

lll. Constitution of Organisation
Section 5 Constitution of Organisation

The constitution of organisation of the Company follows the two-tier system. Corporate bodies of
the Company are the management body (“Management Board”), the supervisory body
(“Supervisory Board”) and the General Meeting.

IV. Management Board

Section 6 Composition and Rules of Procedure

(1) The Management Board comprises one or several members. The Supervisory Board shall
determine the number of members of the Management Board.

(2) The Supervisory Board may appoint a chairman of the Management Board as well as a
deputy chairman of the Management Board.

(3) The Supervisory Board shall issue Rules of Procedure for the Management Board
including the allocation of duties.

(4) Members of the Management Board shall be appointed for a maximum term of office of
five years. Amember may be re-appointed once or several times.

Section 7 Representation of the Company

If the Management Board only has one member, then he shall represent the Company alone. If
two or more members have been appointed, then the Company shall be represented by two
members jointly or by one member jointly with a person holding general commercial power of
representation (Prokurist). The Supervisory Board may grant individual Management Board
members the power to represent the Company alone and/or release them from the prohibition of
multiple representation set forth in Section 181 2" Alternative of the German Civil Code
(Biirgerliches Gesetzbuch — BGB).

Section 8 Management

(1) The Management Board shall manage the business in accordance with the laws, the
Articles of Association, its Rules of Procedure and the allocation of duties.
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The Management Board requires the approval of the Supervisory Board to carry out the
following transactions:

- transactions which will cause a fundamental change of the asset, financial or
earnings situation or the risk exposure of the Company;

- foundation, dissolution, acquisition or sale of shareholdings as well as changes in
shareholding which exceed a limit to be determined by the Supervisory Board in
the Rules of Procedure of the Management Board,;

- conclusion, major amendment or termination of inter-company agreements within
the meaning of Sections 291 et seq. of the German Stock Corporation Act; and

- conclusion, major amendment or termination of profit participation agreements and
silent partnerships.

The Supervisory Board has the right to issue Rules of Procedure for the Management
Board in which, in particular, further transactions may be made subject to the approval of
the Supervisory Board. The Supervisory Board may grant revocable approval in advance
of a specific group of transactions in general or on the condition that an individual
transaction satisfies specific requirements.

V. Supervisory Board

Section 9 Composition, Term of Office, Resignation from Office

(1)

()

©)

The Supervisory Board comprises six members, who shall be elected by the General
Meeting.

The Supervisory Board members shall each be elected for a period up to the conclusion of
the General Meeting which resolves on the formal approval of the actions of the
Supervisory Board for the fourth business year after commencement of the respective term
of office, whereby the business year in which the term of office begins is not counted. The
term of office shall be no longer than six years. When electing a Supervisory Board
member, the General Meeting may determine a shorter term of office respectively. The
successor to a member who resigned before his term of office expired shall be elected for
the remainder of the term of office of the resigning member unless otherwise resolved by
the General Meeting. A member may be reappointed once or several times.

Notwithstanding paragraph (1) and paragraph (2), the following persons are appointed as
members of the first Supervisory Board of Kléckner & Co SE:

- Professor Dr. Dieter H. Vogel, Meerbusch, Managing Partner of Lindsay Goldberg
Vogel GmbH, Disseldorf;

- Dr. Michael Rogowski, Heidenheim, Chairman of the Supervisory Board and
Partners’ Committee of Voith AG, Heidenheim;

- Robert J. Koehler, Wiesbaden, Chairman of the Management Board of SGL
CARBON Aktiengesellschaft, Wiesbaden;

- Frank H. Lakerveld, Hattingen, member of the Management Board of Sonepar
S.A., Paris (France);
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- Dr. Jochen Melchior, Essen, former Chairman of the Management Board of the
former STEAG AG, Essen,

- Dr. Hans Georg Vater, Ratingen, former member of the Management Board of
HOCHTIEF Aktiengesellschaft, Essen.

The appointment of Prof. Dr. Dieter Vogel, Dr. Michael Rogowski and Mr. Frank H.
Lakerveld shall be for the period up to the conclusion of the General Meeting which
resolves on the formal approval of the actions of the Supervisory Board for the second
business year after the commencement of the term of office. The appointment of Dr.
Jochen Melchior and Dr. Hans Georg Vater shall be for the period up to the conclusion of
the General Meeting which resolves on the formal approval of the actions of the
Supervisory Board for the third business year after the commencement of the term of
office. The appointment of Mr. Robert J. Koehler shall be for the period up to the
conclusion of the General Meeting which resolves on the formal approval of the actions of
the Supervisory Board for the fourth business year after the commencement of the term of
office.

The appointments set forth above shall each be for a maximum of six years. If the
registration of the SE takes place in 2008, the business year in which the term of office
commences shall not be counted in respect of the appointments set forth above. On the
other hand, if the registration of the SE takes place in 2009 or later, the business year in
which the term of office commences shall be counted in respect of the appointments set
forth above

When a Supervisory Board member is elected, a substitute member may also be
appointed at the same time, who shall become a Supervisory Board member if the
Supervisory Board member should resign prior to the expiration of his term of office and a
successor has not been elected. The term of office of a substitute member who has joined
the Supervisory Board shall expire once a successor for the resigned Supervisory Board
member has been appointed, at the latest upon the expiration of the resigned Supervisory
Board member’s term of office.

Notwithstanding their right to resign from office for good cause, the members and the
substitute members of the Supervisory Board may resign from office by rendering a written
declaration to the Chairman of the Supervisory Board or the Management Board observing
a notice period of four weeks.

The General Meeting may recall members of the Supervisory Board prior to the expiration
of their term of office without providing reasons.

Section 10 Chairman and Deputy Chairman

(1)

(2)

The Supervisory Board shall elect a Chairman and a Deputy Chairman from its midst. The
Supervisory Board Chairman and the Deputy Supervisory Board Chairman shall be elected
by a simple majority of votes, in the event of a voting tie, the decision shall be made by lot.
Should the Chairman or his Deputy resign from the Supervisory Board before the term of
office has expired, the Supervisory Board shall conduct new elections.

If the Supervisory Board Chairman and the Deputy Supervisory Board Chairman are
prevented from carrying out their activities, then the eldest Supervisory Board member in
terms of age shall take the chair of the Supervisory Board for the duration of the
prevention.
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(3) The Chairman of the Supervisory Board or in his absence, his Deputy, are authorised to
submit and receive declarations of intent in the name of the Supervisory Board which are
required to implement the Supervisory Board’s resolutions.

Section 11 Rules of Procedure

The Supervisory Board shall issue itself Rules of Procedure within the framework of the mandatory
statutory provisions and the provisions of these Articles of Association.

Section 12 Committees

The Supervisory Board may form committees from its midst and, to the extent legally permissible,
allocate decision-making authority to them.

Section 13 Confidentiality

The members of the Supervisory Board shall - even after resigning from office - maintain secrecy
with respect to confidential information and secrets of the Company, namely trade and business
secrets, which become known to them through their activities on the Supervisory Board.

Section 14 Remuneration

(1) In addition to reimbursement for their appropriate cash outlays and the VAT accruing on
their remuneration and expenditures, the members of the Supervisory Board shall receive:

(@) a fixed annual remuneration in the amount of EUR 17,000.00;

(b) a profit-oriented remuneration in the amount of EUR 150.00 for each full
EUR 1,000,000.00 by which the group surplus in the respective business year for
which the remuneration is being paid exceeds the sum of EUR 50,000,000.00.

The remuneration pursuant to (b) for each Supervisory Board member may not exceed the
sum of the fixed annual remuneration pursuant to (a), taking paragraph 2 into account, by
more than 100 %. Section 113 para. 3 sentence 1 of the German Stock Corporation Act
remains unaffected.

(2) The Supervisory Board Chairman shall receive three times and his Deputy twice the
remuneration pursuant to paragraph 1.

(3) Additionally, Supervisory Board members shall receive an attendance fee of EUR 2,000.00
for each meeting of the Supervisory Board and its Committees at which they are present.
The Supervisory Board Chairman and a Chairman of a Supervisory Board Committee shall
receive three times and the Deputy Supervisory Board Chairman and Deputy Chairman of a
Supervisory Board Committee shall receive twice the attendance fee.

(4) Supervisory Board members who only belong to the Supervisory Board during part of the
respective business year shall receive one twelfth of the remuneration for each month or
partial month of their membership. The same shall apply accordingly to the increase of the
remuneration for the Supervisory Board Chairman and his Deputy pursuant to paragraph 2.

(5) The remuneration pursuant to paragraph 1 (a) and (b), as well as the attendance fee, shall
be payable at the conclusion of the General Meeting which receives the consolidated annual
financial statements for the respective business year or decides on their approval.

(6) For the calculation of the remuneration pursuant to paragraph 1, the group surplus for the
relevant business year, as shown in the approved consolidated annual financial statements
pursuant to IFRS, which has been furnished with an unlimited audit certificate, shall be
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authoritative, whereby no planned amortizations of goodwill within the meaning of IFRS will
be carried out.

The fixed annual remuneration pursuant to paragraph 1 (a) and the profit-oriented annual
remuneration pursuant to paragraph 1 (b) shall be paid in full for the first time for the
business year which follows the business year in which the Company was registered as an
SE in the commercial register.

The Company may maintain D&O insurance for its corporate bodies with appropriate
coverage in its own interest and at its own expense. If it does, then the Supervisory Board
members must be included.

VI. General Meeting

Section 15 Location and Convening

(1)

()

The General Meeting shall be held at the registered seat of the Company, a German
financial centre or a major German city with a population of over 100,000.

The convening of the meeting must be published in the electronic Federal Gazette at least
30 days before the day at the end of which the shareholders must have notified their
attendance (Section 16), not counting the day of the announcement and the last day on
which the shareholders must submit their notification.

Section 16 Participation and Voting Rights

(1)

()

Shareholders shall be entitled to participate in the General Meeting and exercise their
voting right in the General Meeting if they have notified the Management Board at the
Company’s registered seat of their participation in a timely manner in writing, by facsimile
or, if the Management Board so resolves, electronically by a method to be determined in
detail by the Company, and are registered in the share register on the date of the General
Meeting. The voting right may only be exercised to the extent which exists according to the
entry in the share register on the date of the General Meeting. The delivery of the
notification and the date of the General Meeting must be at least six days apart. The
Management Board may determine a shorter time limit.

The voting right may be exercised by an authorised representative. If neither a credit
institute nor a shareholders’ association is so authorised, then the power of attorney shall
be granted in writing, by facsimile or electronically by a method to be determined in detalil
by the Company.

Section 17 Chairing the General Meeting

(1)

()

The General Meeting shall be chaired by the Chairman of the Supervisory Board or, if he is
prevented from attending, by another Supervisory Board member to be determined by the
Supervisory Board.

The Chairman shall preside over the meeting. He determines the order in which the
agenda items will be dealt with as well as the manner and order of the voting on
resolutions. He may impose a reasonable time limit on the shareholders’ right to ask
guestions and speak; in particular, he may set a reasonable timeframe for the course of the
meeting, the discussion of the agenda items as well as the individual speeches or
guestions.
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Section 18 Image and Sound Transmission

The General Meeting may be transmitted by the Company in the form of a sound and image
transmission, in whole or in part, if the Management Board and the Supervisory Board so resolve
and announce this upon convening the meeting.

Section 19 Adoption of Resolutions

(1)
(2)

Each no-par value registered share shall grant one vote in the General Meeting.

Unless otherwise prescribed by statute, the resolutions shall be adopted by a simple
majority of the votes cast and, where the statutes require a majority of the capital along
with a majority of the votes, by a simple majority of the share capital represented during
the adoption of the resolution. A simple majority of the votes cast is sufficient for the
adoption of a resolution regarding an amendment of the Articles of Association if at least
half of the share capital is represented and no higher majority is prescribed by statute.

VII. Annual Financial Statements and Appropriation of Profit

Section 20 Annual Financial Statements and Appropriation Profit

(1)

()

©)

(4)

(5)

Within the first three months of the business year, the Management Board shall submit the
annual financial statements and the management report, as well as the consolidated
annual financial statements and the consolidated management report for the past year to
the Supervisory Board without undue delay after their preparation. At the same time, the
Management Board shall submit its proposal for the appropriation of the net retained
profits to the Supervisory Board. Section 298 para. 3 and Section 315 para. 3 of the
German Commercial Code (Handelsgesetzbuch - HGB) remain unaffected.

Upon receipt of the Supervisory Board’s report, the Management Board shall convene the
ordinary General Meeting without undue delay, which must be held within the first six
months of each business year. It shall decide on the formal approval of the actions of the
Management Board and Supervisory Board, on the selection of the auditor of the annual
financial statements and the appropriation of the net retained profit.

Once the annual financial statements have been approved, the Management Board and
Supervisory Board shall be authorised to allocate all or parts of the annual surplus
remaining after the deduction of the amounts to be allocated to the statutory reserves and
the loss carry-forward, to other reserves.

The net retained profit shall be distributed to the shareholders unless the General Meeting
resolves on a different use.

The General Meeting may also resolve a distribution in kind if the items to be distributed
can be traded on a market within the meaning of Section 3 para. 2 of the German Stock
Corporation Act.

10
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VIIl. Final Provisions

Section 21 Amendments to the Articles of Association

The Supervisory Board is authorised to resolve amendments to these Articles of Association which
only affect the wording. It may also adjust the Articles of Association to conform to new statutory
requirements which are binding on the Company without a General Meeting resolution being
required.

Section 22 Formation Costs (costs of formation of the company as a GmbH, of the
conversion into a stock Company and of the conversion into an SE)

(1)

()

()

Costs of formation as a GmbH

The Company shall bear the costs of the formation and publication up to an amount of EUR
2.000,00.

Costs of Conversion of Multi Metal Holding GmbH into Klockner & Co. Aktiengesellschaft

The Company was created by way of a conversion into a different legal form. The Company
shall bear the cost of the change of form (notarial and court costs, publication costs, legal
and tax consultation costs, cost of the formation audit) up to the amount of EUR 100,000.00.

Costs of Conversion of Klockner & Co Aktiengesellschaft into Klockner & Co SE

The Company shall bear the costs of the conversion from the legal form of a stock
corporation into the legal form of an SE (in particular the costs of the negotiation procedure
on the participation of the employees, notarial and court costs, publications costs, legal and
tax consultation costs, costs of preparation of the valuation certificate pursuant to Art. 37
para. 6 of the German SE Participation Act) up to the amount of EUR 1 million.

11
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Agreement on the Involvement of the Employees at Klockner & Co SE

(1)

(2)

Kléckner & Co AG (hereinafter also referred to as the “Company”), represented by its
Management Board, Am Silberpalais 1, D-47057 Duisburg,

and

the Special Negotiating Body of Kléckner & Co AG, represented by its chairman, Heinz
Detlef Pedina as well as his deputies Gilles Rocquet and Manuel Jesus Menéndez
Fernandez,

hereby enter into the following Agreement on the Involvement of the Employees at
Kléckner & Co SE:

Preamble:

(A)

(B)

©

Kléckner & Co AG is a stock corporation under German law. It is intended to have the
general meeting of Klockner & Co AG decide on 20 June 2008 on whether or not to
transform the Company into a European Company (Societas Europaea - SE). The legal
form of the SE reflects the international orientation of the Company and ensures adequate
involvement of all employees in the European Union and European Economic Area Member
States. This involvement in substantial planning and decision-making processes is an
important precondition for taking the opportunities resulting from the transformation, as the
economical success of the business is closely related to the commitment and satisfaction of
the employees.

Expecting the transformation of Kldckner & Co AG into an SE, the Management Board of
the Company and the Special Negotiating Body hereby enter into this Agreement on the
Involvement of the Employees at Klockner & Co SE, based on the German Act on the
Involvement of the Employees in a European Company (SEBG) and the Council Directive
Supplementing the Statute for European Company With Regard to the Involvement of
Employees (Directive 2001/86/EC of 8 October 2001).

Hereby, a dialogue between Management and employee representation at European level
as well as a representative involvement of the European employees shall be established, on
the basis of acknowledging the freedom of association and the right to collective
agreements. The Agreement shall be the basis for the cooperation between the
Management bodies and the employees’ representative bodies which shall be based on
mutual trust for the best interest of the employees and the business.

Part |

1

Scope of Application of the Agreement

1.1 This Agreement shall apply to Kléckner & Co SE, the subsidiaries of Kléckner & Co
SE with registered office in a Member State of the European Union (EU) or the
European Economic Area (EEA) (Member State or Member States), as well as the
establishments of Kléckner & Co SE and its subsidiaries located in a Member State.
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1.2 The Agreement shall neither apply to subsidiaries of Kléckner & Co SE with
registered office outside of the Member States nor to establishments located outside
of the Member States.

Part Il

2 Establishing an SE Works Council

In order to ensure the right to information and consultation within Kléckner & Co SE, an SE
Works Council with a Managing Committee shall be established. The SE Works Council, the
Managing Committee and the Management Board of Kldckner & Co SE shall cooperate on
the basis of mutual trust for the interests of the employees and Kléckner & Co Group.

3 Composition of the SE Works Council

3.1 The SE Works Council shall be composed of employees of the SE, its subsidiaries
and establishments.

3.2 For employees of the SE, its subsidiaries and establishments, who are employed in
each Member State, members shall be elected or appointed for the SE Works
Council. For each portion of employees employed in a Member State which equals
10%, or a fraction thereof, of the number of employees employed by the companies
and establishments included in the scope of application hereof in all Member States,
one member shall be elected or appointed to the SE Works Council from such
Member State, so that for each Member State in which Kléckner Group employs
employees, in principle at least one member will be elected or appointed for the SE
Works Council.

3.3 The composition of the initial SE Works Council shall be in accordance with Annex 1
to this Agreement.

4 Election or Appointment of the Members of the SE Works Council

4.1 The country representatives in the SE Works Council shall be elected or appointed
in accordance with the respective provisions applying in the Member States.

4.2 For each member of the SE Works Council, a deputy shall be elected or appointed.
For the election or appointment of the deputy, the provisions applying to the election
or appointment of the members of the SE Works Council shall apply mutatis
mutandis. The deputy shall participate in the meetings of the SE Works Council if the
respective member is temporarily not available. The deputy shall automatically
succeed a member of the SE Works Council in office if the office of such member
ends. If the office of a member or its deputy ends, a new deputy may be elected or
appointed for that mandate. If the office of a member and its deputy ends, a new
member as well as a new deputy may be elected or appointed for those mandates.

4.3 Only employees of Klockner & Co SE as well as of the subsidiaries and
establishments included in the scope of application of this Agreement shall be
eligible to be members of the SE Works Council. In all other respects, the personal
requirements regarding the members of the SE Works Council shall be governed by
the respective provisions of each Member State in which the members of the SE
Works Council are elected or appointed.
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Time of Election or Appointment of the SE Works Council; Term of Office of
Members of the SE Works Council

5.1 The election or appointment of the initial SE Works Council shall begin without
undue delay after this Agreement has become effective. Subsequent elections of the
SE Works Council shall be held every four years in the time period between 1
January and 30 June, beginning in 2012.

5.2 The regular term of office of the SE Works Council shall be four years, beginning
with the constituent meeting of the SE Works Council. The term of office shall end
with the constituent meeting of the elected new SE Works Council only.

5.3 Outside of the general SE Works Council elections pursuant to Clause 5.1,
members of the SE Works Council shall be elected only pursuant to Clause 4.2 and
Clause 9 or if a proper composition of the Managing Committee has become
impossible.

Constituent Meeting and Representation of the SE Works Council

6.1 The Management Board of Klockner & Co SE shall be informed without undue delay
of the names of the members of the SE Works Council and their deputies, their
addresses (including any business e-mail addresses) as well as of the identity of
their respective employer companies and establishments. The Management Board
shall provide this information to the local managements of establishments and
companies as well as to the bodies representing employees at the respective
locations. The Management Board of Kléckner & Co SE shall publish the results of
the elections and appointments and shall issue the invitations to the constituent
meeting of the initial SE Works Council without undue delay after having been
informed of the members. The constituent meetings of future SE Works Councils
shall be held - if possible - directly prior to the annual information and consultation
meetings (Clause 12).

6.2 In the constituent meeting, the SE Works Council shall elect from among its
members a chairperson as well as two deputy chairpersons. These chairpersons
shall be from different Member States, whereas at least the chairperson has a good
command of the German or the English language.

6.3 The chairperson represents the SE Works Council when passing the resolutions of
the SE Works Council and is entitled to receive any declarations to be made vis-a-
vis the SE Works Council. Each deputy chairperson may represent the chairperson
in case of his/her absence alone.

The Managing Committee

The chairpersons of the SE Works Council as well as two additional members shall
constitute the Managing Committee of the SE Works Council (the “Managing Committee”).
The Managing Committee shall manage the affairs of the SE Works Council. This shall
include in particular the preparation and follow up of meetings of the SE Works Council,
receiving and forwarding information within the context of the information and consultation,
as well as assuming other duties entrusted to it. Furthermore, the Managing Committee
shall fulfil the duties allocated to it pursuant to this Agreement. Clause 6.3 shall apply
mutatis mutandis.
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8 Meetings and Resolutions

8.1

8.2

8.3

8.4

8.5

8.6

The SE Works Council shall meet immediately prior to the meeting with the
Management Board pursuant to Clause 12; the Managing Committee shall issue the
invitations to attend such meeting. In addition, a further meeting shall take place
annually as a general rule. Extraordinary meetings of the SE Works Council may be
called by the Managing Committee in coordination with the Management Board of
Kléckner & Co SE if this is required by cross-border matters of extraordinary
relevance for the Kléckner & Co Group with material consequences for the situation
of the employees. The total number of meetings - ordinary and extraordinary ones -
shall not exceed four meetings per calendar year. The occurrence of extraordinary
circumstances (Clause 13) alone does not justify any extraordinary meeting of the
SE Works Council.

The Managing Committee shall meet immediately prior to the meetings of the SE
Works Council; otherwise, the Managing Committee shall meet if required,
especially after an information pursuant to Clause 13.

The meetings of the SE Works Council and the Managing Committee shall be
closed meetings.

The SE Works Council may pass resolutions if at least half of its members attend the
meeting and if these members represent at least half of the represented employees.
Resolutions require the majority of the attending members, unless the written rules
of procedure (Clause 8.5) require a higher standard. Sentence 1, first half of the
sentence, and sentence 2 shall apply mutatis mutandis to the Managing Committee.

The SE Works Council and the Managing Committee may enact for themselves
written rules of procedure to be passed with the majority of the members. Within
these written rules of procedure of the SE Works Council, the voting weights
according to the number of employees actually represented and questions related to
proxy voting power can be regulated.

The meeting place is generally the registered office of Kléckner & Co SE. The
Managing Committee may, however, decide every two years in mutual agreement
with the Management Board of Kléckner & Co SE that the ordinary meeting of the
SE Works Council, which does not concern the annual consultation according to
Clause 12.1, and the meeting of the Managing Committee immediately prior thereto
shall take place at a different location of the Kldckner & Co Group within the scope
of this Agreement.

9 Review of the Composition of the SE Works Council

At mid-term of the SE Works Council’s term of office, the Management Board of Klockner &
Co SE shall review whether any changes of the SE or its subsidiaries and establishments
have occurred, in particular with regard to the numbers of employees in the individual
Member States. The Management Board shall inform the SE Works Council of the review. If
the review requires a different composition of the SE Works Council, the SE Works Council
shall arrange with the competent bodies in the affected Member States to have the
members of the SE Works Council in these Member States re-elected or reappointed for the
remaining term of office of the SE Works Council. The membership of the previous
members of the SE Works Council from these Member States shall end upon the re-election
or reappointment.




10

Convenience Translation
Agreement on the Involvement of the Employees

If Klockner & Co SE acquires or establishes a subsidiary, or if Kléckner & Co SE or one of
its subsidiaries acquires or establishes an establishment in a Member State which has not
yet been represented in the SE Works Council, a representative of this Member State may
participate in the meetings of the SE Works Council as a guest, until the next review or the
next election or appointment on a rotational basis takes place. Clause 4.1 applies mutatis
mutandis.

End of Membership in the SE Works Council

10.1

10.2

10.3

Membership in the SE Works Council shall end upon any of the following:
10.1.1  expiry of the term of office (Clause 5.2 sentence 2);
10.1.2  resignation from the office of member of the SE Works Council;

10.1.3  termination of the employment relationship, unless a new employment
relationship is entered into with another company included in the scope of
application of this Agreement with an habitual place of work in the country
represented by the relevant member of the SE Works Council;

10.1.4 the employing company leaves the group of companies included in the
scope of application of this Agreement;

10.1.5 loss of eligibility for election;

10.1.6  exclusion from the works council based on judicial decision pursuant to the
following Clauses 10.2 or 10.3;

10.1.7 removal from office by the dispatching body, unless the law of the
respective Member State conflicts with such removal;

10.1.8  other reasons for termination of office listed in this Agreement or provided
for by law.

The SE Works Council or the Management Board of Kléckner & Co SE may file a
motion for exclusion of a member from the SE Works Council for gross violation of
legal duties before the Labour Court (Arbeitsgericht) of Duisburg. The membership
in the SE Works Council shall end with the decision becoming final and non-
appealable.

The validity of the election or appointment of any member of the SE Works Council
or a deputy may be challenged if material provisions regarding the rules of election,
the eligibility for election or the election procedure have been violated and such
violation has not been rectified, unless the violation was not apt to change or affect
the results of the election. The Management Board of Kléckner & Co SE, the SE
Works Council, the employees’ bodies of representation constituting the election
body and, in case of an election by direct vote (Urwahl), at least three employees
entitled to vote shall have such right of challenge. Such challenge may be declared
within one month following announcement of the results of the election; such period
shall not apply in case of an assertion of nullity. Jurisdiction in this regards lies with
the competent court of that Member State in which the respective member has been
elected or appointed.
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Part Ill

11

12

Responsibilities of the SE Works Council and the Managing Committee

The SE Works Council and the Managing Committee are responsible for the cross-border
matters of Kléckner & Co SE and the other companies and establishments included in the
scope of application of this Agreement. Cross-border matters shall be matters which have a
material effect on employees of the companies and establishments included in the scope of
application hereof in at least two establishments in different Member States. The SE Works
Council and the Managing Committee are furthermore responsible for Extraordinary
Circumstances in the meaning of Clause 13 which are taken on instructions received by
Kléckner & Co SE, even if the Extraordinary Circumstances are not transnational.

The SE Works Council and the management may - within the scope of this Agreement -
jointly take initiatives on group-wide applicable guidelines, particularly in the following areas:
Equal opportunities, equal treatment, discrimination, health and safety at work, as well as
regarding policies with respect to training and professional development.

Annual Information and Consultation

12.1 At least once every calendar year, the Management Board of Kléckner & Co SE
shall, for the purposes of information and consultation, hold a joint meeting with the
SE Works Council in order to discuss the development of the business situation and
the future prospects of Kléckner & Co SE, providing the necessary documentation in
due time. The necessary documentation shall include in particular the business
reports, the agendas of all meetings of the supervisory board, and copies of all
documents submitted to the general meeting of the Company’s stockholders. The
documents submitted to the general meeting of the Company’s stockholders shall be
submitted in English and German, as a general rule. Whether and into which other
languages individual documents out of this documentation shall be translated, or
whether summaries of relevant parts thereof shall be drafted and translated, will be
decided case by case by the Managing Committee upon mutual agreement with the
management.

12.2 The development of the business situation and the perspectives as defined under
Clause 12.1 shall include in particular cross-border matters with respect to

12.2.1 the structure of Klockner & Co SE as well as the economic and financial
situation;

12.2.2 the likely development of the business, financial and sales situations of
Klockner & Co Group and the strategic planning of the company;

12.2.3 the employment situation in the Klockner & Co Group and its likely
development;

12.2.4  capital expenditure (investment programmes) in the Kléckner & Co Group
with material effects;

12.2.5 fundamental organisational;
12.2.6  the introduction of new working methods;

12.2.7  the relocation of companies, establishments or essential parts thereof;
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12.2.8  mergers or divisions of companies or establishments;

12.2.9  reduction of operations or closing-down of companies, establishments or
essential parts thereof;

12.2.10 collective redundancies (as defined in Art. 1 para. 1 (a) (i) of Directive
98/59/EC) in at least two Member States;

12.2.11 material changes in the structure of the stockholders of Kléckner & Co SE.

The Management Board shall inform the subsidiaries included in the scope of
application of this Agreement on the place and date of such meeting.

13 Information and Consultation on Extraordinary Circumstances

131

13.2

13.3

13.4

The Management Board of Klockner & Co SE shall inform the Managing Committee
— copying in the other members of the SE Works Council - in due time on
extraordinary circumstances which affect materially employees in at least two
Member States, submitting the necessary documentation. Clause 12.1 last sentence
shall apply mutatis mutandis, with the provision that translations will be provided into
the languages of those countries which are represented in the Managing Committee
and into the languages of those countries affected by the extraordinary
circumstances. Extraordinary circumstances shall be in particular:

13.1.1  a cross-border relocation or transfer of companies, establishments or
essential parts thereof;

13.1.2 a material reduction of operations or closing-down of companies,
establishments or essential parts thereof which affects in at least two
Member States;

13.1.3  collective redundancies (as defined in Art. 1 para. 1 (a) (i) of Directive
98/59/EC) in at least two Member States.

The Managing Committee is entitled to meet upon request with the Management
Board of Kléckner & Co SE, in order to be consulted with regard to the extraordinary
circumstances. The meeting shall be held within two weeks following the
information. The Managing Committee has to call in a member of the SE Works
Council representing employees directly affected by the extraordinary
circumstances. The Managing Committee shall notify the Management Board of
Klockner & Co SE in due time of the persons invited.

The Managing Committee is entitled to comment on the measures. If such comment
is made within a period of three weeks and the Management Board of Kléckner &
Co SE resolves to refrain from acting in accordance with the comment of the
Managing Committee, the Managing Committee may request within one week
following notification by the Management Board of Kléckner & Co SE with regard to
its resolution to meet once more with the Management Board in order to reach an
agreement. The meeting shall be held within a period of two weeks following the
request of the Managing Committee. Clause 13.2 sentences 3 and 4 shall apply
mutatis mutandis.

Where a measure requires the consent of the supervisory board of Kléckner & Co
SE, the Managing Committee is entitled to hand in a written statement to the
supervisory board of Kléckner & Co SE. The chairperson of the supervisory board of
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Kléckner & Co SE can then decide to arrange a consultation of the Managing
Committee on this topic within two weeks,

Information of the Employee Representatives

The Managing Committee or the SE Works Council shall inform the employee
representatives of the SE as well as of the subsidiaries and establishments included in the
scope of application hereof on the content and the outcome of the information and
consultation procedures.

\'/

Training

Notwithstanding the applicable national rules, members of the SE Works Council are
entitted to participate in training and education events, to the extent these provide
knowledge required for the work of the SE Works Council and to the extent that the
measure appears to be appropriate. This may include language courses in the English and
German language. The member of the SE Works Council shall inform the Management
Board of Klockner & Co SE (via the Chairman of the SE Works Council) and the
management of the concerned employer company in due time of the participation, the
course fees, and the time schedule in this regard. When setting the time schedule, the
business requirements shall be considered.

Experts / Representatives of Trade Unions

The SE Works Council or the Managing Committee may each draw on the assistance of up
to two representatives of European trade unions which are represented in the Group, and -
where this is necessary to enable them to duly carry out their tasks — on the assistance of
up to two experts of their choice. The total number of persons called in shall not exceed
three per meeting.

Costs and Material Expenses

The necessary costs incurred in the establishment and activities of the SE Works Council as
well as the Managing Committee, such as the travel and accommodation expenses of the
members of the bodies, training costs (Clause 15), expert fees (Clause 16), costs for
meeting rooms, technical facilities, interpreters, translations of internal conference
documents (invitation, minutes of the meeting), shall be borne by Klockner & Co SE. Any
travel expenses and out-of-pocket costs in connection with attending meetings shall be
settled in accordance with the local provisions of the employing companies.

Secrecy; Confidentiality

18.1 The members and deputies of the SE Works Council are in particular obliged to
refrain from disclosing or using any operating and business secrets that they have
obtained as a result of their membership in the SE Works Council and that have
been designated expressly as sensitive by the Management Board of Kléckner & Co
SE. The same applies also after the respective persons have ceased to be members
of the SE Works Council. The SE Works Council and the Management Board of the
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SE shall ensure jointly that any interpreters, experts and trade union representatives
pursuant to Clause 16 as well as other guests (Clause 9) commit themselves
accordingly vis-a-vis Kléckner & Co SE.

The confidentiality duty of the SE Works Council pursuant to Clause 18.1 shall not
apply vis-a-vis the

18.2.1 members of the SE Works Council;

18.2.2 employee representatives of Klockner & Co. SE, its subsidiaries and
establishments if such representatives are to be informed on the content of
the information and the results of the consultation based on this Agreement;

18.2.3  interpreters, experts and trade union representatives involved to support
the SE Works Council as well as other guests (Clause 9).

The confidentiality duty pursuant to Clause 18.1 shall apply accordingly to

18.3.1 the employee representatives of the SE, its subsidiaries and
establishments;

18.3.2  the interpreters, experts and trade union representatives who have been
called in for assistance, as well as other guests (Clause 9).

The exemption from the confidentiality duty pursuant to Clause 18.2.1 shall apply
mutatis mutandis to the group of persons pursuant to Clauses 18.3.1 and 18.3.2.

The provisions of section 41 SEBG shall remain unaffected.

19 Protection of Employee Representatives

19.1

19.2

19.3

19.4
19.5

PartV

When carrying out their tasks, the members of the SE Works Council shall enjoy the
same protection and the same safeguards as the employee representatives under to
the laws and customs applying in the Member State they are employed in. This shall
apply in particular with regard to the protection against dismissal, the attendance in
meetings of the bodies of which they are members, as well as continued payment.

SE Works Council members shall be released from their regular responsibilities to
the extent required for carrying out their tasks.

In their function as member of the SE Works Council, the employee representatives
are entitled to visit all establishments of Kléckner & Co Group within the Member
State which they represent.

The provisions of sections 42 and 44 SEBG (see Annex 2) shall remain unaffected.

Kléckner & Co SE assures that the management bodies of the companies belonging
to Kléckner & Co Group are aware of, and comply with, the employees’ rights to
information and consultation resulting from this Agreement.

20 Participation

20.1

There shall be no participation in the supervisory and administrative bodies of
Kléckner & Co SE.

10
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20.2 If a company, which has a co-determined supervisory board, is merged upon
Kléckner & Co SE, participation will be subject to re-negotiation.

Other Bodies Representing Employees

21.1 In addition to the SE Works Council, no other bodies representing employees shall
be maintained or established at European level. The agreement on the
implementation of a European Works Council (Vereinbarung (ber die Einsetzung
eines Europdischen Betriebsrates) of 1996 shall end upon entry into effect of this
Agreement.

21.2 This Agreement shall not affect or negatively impact upon the existing co-
determination rights that employees have pursuant to the national legal provisions
and rules.

Term of the Agreement

22.1 This Agreement on the Involvement of the Employees at Kléckner & Co SE shall
become effective upon registration of the transformation of Kléckner & Co AG into
an SE. The Agreement is entered into for an indefinite term and may be terminated
by the Management Board of Kléckner & Co SE or the SE Works Council by giving
twelve months notice as per the end of each month, for the first time with effect as
per the end of 30 June 2016.

22.2  This Agreement shall remain effective subsequently until it has been replaced with a
new agreement on the involvement of the employees at Kléckner & Co SE.

New Negotiations

If negotiations pursuant to section 18 para. 3 SEBG (see Annex 2) are continued, such
negotiations shall be held by the Management Board of Kléckner & Co SE and the SE
Works Council jointly with representatives of the employees affected by the projected
structural change which are not yet represented by the SE Works Council.

Governing Law and Language; Place of Jurisdiction; Arbitration Board

24.1  This Agreement on the Involvement of the Employees of Klockner & Co SE shall be
governed by German law. The SEBG shall apply in particular. The German version
of the Agreement shall be binding.

24.2  The Labour Court of Duisburg shall have jurisdiction with regard to this Agreement.

24.3 In the event of disagreement between management and the SE Works Council
about content, interpretation and application of this Agreement which cannot be
settled by way of mutual trustful cooperation (vertrauensvolle Zusammenarbeit), an
arbitration board at the registered seat of Klockner & Co SE can be called. This does
neither apply to questions related to the validity of elections or appointments (Clause
10.3), nor to the consultation procedure according to Clause 13. The members of
the three-person arbitration board will be designated by the Managing Committee
and the management. Each side also proposes one observer. The designation of the
chairperson will occur jointly by the Managing Committee and the management; if no
agreement about the chairperson can be reached, the chairperson will be appointed
by the Labour Court which is competent at the registered seat of the Company.

11
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Decisions made by the arbitration board do not prevent a subsequent call of the
Labour Court.

25 Miscallaneous

25.1 The Management Board of Klockner & Co SE and the SE Works Council may — by
mutual agreement — make changes or amendments to this Agreement.

25.2 The central contact person for the SE Works Council is the Head of Human
Resources of Kléckner & Co SE.

Kléckner & Co SE

Attn to: Head of Human Resources
Peter Ringsleben

Telephone: + 49203-307-2800

Fax: + 49203-307-5060

The Management Board of Klockner & Co AG:
Duisburg, April 29th, 2008

sgd. The Management Board

Special Negotiating Body:
Duisburg, April 29th, 2008

sgd. Heinz Detlef Pedina sgd. Gilles Rocquet sgd. Manuel Jesus Menéndez Fernandez
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Annex 1 to the Agreement on the Involvement of the Employees of Klockner &
Co SE - Composition of the Initial SE Works Council

Country Number of Proportional Share Seats in the SE
Employees Compared to the Total Works Council
Number of Employees
(rounded)
Belgium 84 1,14% 1
Bulgaria 247 3,35% 1
Germany 1788 24,25% 3
France 2397 32,51% 4
Ireland 6 0,08% 1
Lithuania 2 0,03% 1
The Netherlands 553 7,50% 1
Austria 99 1,34% 1
Poland 68 0,92% 1
Romania 12 0,16% 1
Spain 840 11,39% 2
Czech Republic 28 0,38% 1
Hungary 27 0,37% 1
United Kingdom 1223 16,59% 2
Total 7374 100% 21
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Annex 2 — Extract from the German Act on the Involvement of the Employees in
a European Company (SE-Beteiligungsgesetz - SEBG)

Section 18 Resumption of negotiations

(3) Where structural changes to the European Company are planned which are
likely to lead to a reduction of the employees’ participation rights, negotiations
concerning the participation rights of the employees’ of the European Company shall
be held at the instigation of the management of the European Company or the SE
Works Council. In lieu of the special negotiating body due to be reconstituted, the
negotiations with the management of the European Company may, by mutual
consent, be conducted by the SE Works Council acting jointly with representatives
of the employees affected by the planned structural changes who are not yet
represented by the SE Works Council. Where no agreement is reached in these
negotiations, the provisions of Sections 22-33 concerning the SE Works Council by
operation of law, and the provisions of Sections 34-38 concerning participation by
operation of law, shall apply.

Section 42 Protection of the Employee Representatives
When carrying our their tasks,
1. the members of the special negotiating body;
2. the members of the SE Works Council;
3. the employee representatives involved in any other manner in an
information and consultation procedure; and
4. employee representatives on the supervisory or administrative board of
the SE;

Who are employees of the SE, its subsidiaries or establishments, or of one of the
participating companies, concerned subsidiaries or concerned establishments, shall
enjoy the same protection and safeguards as the employee representatives under
the laws and customs of the Member State in which they are employed. This shall
apply in particular with regard to

1. employment protection;
2. participation in meetings of the respective bodies referred to in the first
sentence; and

3. continued payment of wages.
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Section 44 Protection against interference during establishment and
subsequent activities

Nobody shall be permitted

1.

to hinder the setting-up of the special negotiating body, the creation of an SE
Works Council or the introduction of an information and consultation procedure
as referred to in Section 21 para. 2, or the election, appointment,
recommendation, or rejection of the employee representatives on the
supervisory or the administrative board, or to influence any of the same through
the infliction or threat of disadvantages, or the granting or promise of
advantages;

to hinder or disrupt the activities of the special negotiating body, the SE Works
Council or the employee representatives as referred to in Section 21, para. 2,
or the activities of the employee representatives on the supervisory or
administrative board; or

to discriminate against or give preferential treatment to a member or deputy of
the special negotiating body, the SE Works Council, or an employee
representative as referred to in Section 21, para. 2, or to an employee
representative because of the activities in which they are engaged.

15
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Conversion Report

by the Management Board of Klockner & Co Aktiengesellschaft

regarding the conversion
of Klockner & Co Aktiengesellschaft (a German stock corporation),

Duisburg, Germany,

into a

European Company (Societas Europaea, SE)

with the company name Kloéckner & Co SE, Duisburg, Germany
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List of defined terms

Articles of Association of Klockner & Co AG

Articles of Association of Klockner & Co AG, as
amended on 20 June 2007

Company

Klockner & Co AG and Klockner & Co SE re-
spectively

Convertible Bond 2007

Convertible bond issued by Kléckner & Co AG
on 27 July 2007

EEA European Economic Area (within the meaning
of the Agreement on the European Economic
Area)

EU European Union

Expert PricewaterhouseCoopers Aktiengesellschaft

Wirtschaftspriifungsgesellschaft, Moskauer-
strasse 19, 40041 Disseldorf, Germany, ap-
pointed by court order pursuant to Art. 37
para. 6 of the SE Regulation

General Meeting 2008

Ordinary general meeting of Klockner & Co AG,
to be held on 20 June 2008

German Employee Participation Act 1976

German Act on the Participation of Employees
1976 (Mitbestimmungsgesetz 1976)

German One-third Participation Act

German Act on the Participation of Employees
on the Supervisory Board by One Third (Drittel-
beteiligungsgesetz)

German SE Implementation Act

German Act on the Implementation of Council
Regulation (EC) No 2157/2001 of 8 October
2001 on the Statute for a European company
(SE) (Gesetz zur Ausfiihrung der Verordnung
EG Nr. 2157/2001 des Rates vom 8. Oktober
2001 (ber das Statut der Europdischen Gesell-
schaft (SE)) dated 22 December 2004 (pub-
lished in: Federal Law Journal, part | of the year
2004, no. 73, p. 3675 et seq.)

German SE Employee Involvement Act

German Act on the Involvement of Employees
in a European Company (Gesetz iiber die Be-
teiligung der Arbeitnehmer in einer Eu-
ropdischen Gesellschaft) dated 22 December
2004 (published in: Federal Law Journal, part |
of the year 2004, no. 73, p. 3686 et seq.)

Klockner & Co AG

Kléckner & Co Aktiengesellschaft

Klockner & Co SE

Kléckner & Co AG following its conversion into
the legal form of an SE
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Klockner & Co Group

Kléckner & Co AG and the remaining compa-
nies forming part of the Kléckner & Co Group

Klockner & Co Group Companies

The individual companies forming part of the
Kléckner & Co Group

Member State

an EU or EEA member state

Multi Metal Investment S.ar.l.

Employee Involvement Agreement

Agreement on the involvement of employees in
Kléckner & Co SE dated 29 April 2008

SE

Societas Europaea (European Company)

SE Directive

Council Directive 2001/86/EC of 8 October
2001 supplementing the Statute for a European
company

SE Regulation

Council Regulation (EC) No 2157/2001 of 8
October 2001 on the Statute for a European
company (SE)

SNB

Special negotiating body of employees

Valuation Certificate

Certificate pursuant to Art. 37 para. 6 of the SE
Regulation
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Introduction

The Management Board of Klockner & Co Aktiengesellschaft (hereinafter referred to as
"Klockner & Co AG*) has prepared a Terms of Conversion for the conversion of Kléck-
ner & Co AG into a European Company (Societas Europaea, hereinafter also referred to as
“SE"), which was notarised on 5 May 2008 (notarial deed no. 934/2008 of the notary Dr
Detlef Klocke, with his office in Duisburg). “Kléckner & Co SE” hereinafter refers to Kl6ck-
ner & Co AG following its conversion into the legal form of an SE. Kléckner & Co AG and,
following its conversion into the legal form of an SE, Kléckner & Co SE respectively are
also referred to as “Company” in this Conversion Report.

The conversion is effected pursuant to Art. 2 para. 4 in conjunction with Art. 37 of Council
Regulation (EC) No 2157/2001 of 8 October 2001 on the Statute for a European company
(SE) (“SE Regulation®). In addition to the SE Regulation, the provisions of the German Act
on the Implementation of Council Regulation (EC) No 2157/2001 of 8 October 2001 on the
Statute for a European company (SE) (Gesetz zur Ausfiihrung der Verordnung EG Nr.
2157/2001 des Rates vom 8. Oktober 2001 (iber das Statut der Européischen Gesellschaft
(SE)) dated 22 December 2004 (published in: Federal Law Journal, part | of the year 2004,
no. 73, p. 3675 et seq.) (“German SE Implementation Act®) apply.

The involvement of the employees in Kléckner & Co SE will be based on the German Act
on the Involvement of Employees in a European Company (Gesetz liber die Beteiligung
der Arbeitnehmer in einer Européischen Gesellschaft) dated 22 December 2004 (published
in: Federal Law Journal, part | of the year 2004, no. 73, p. 3686 et seq.) (“German SE
Employee Involvement Act®). "Involvement of the employees® in this respect means any
mechanism, including information, consultation and participation, through which employ-
ees’ representatives may exercise an influence on decisions to be taken within the Com-
pany. The German SE Employee Involvement Act implements Council Directive
2001/86/EC of 8 October 2001 supplementing the Statute for a European company with
regard to the involvement of employees ("SE Directive®“). Furthermore, the implementation
provisions regarding the SE Directive which are applicable in the other Member States of
the European Union (“EU*) and in the other Member States of the Convention on the Euro-
pean Economic Area (“EEA®) where the Kléckner & Co group has employees, apply. The
German employee participation acts, in particular the German Act on the Participation of
Employees on the Supervisory Board by One Third (Gesetz (iber die Drittelbeteiligung der
Arbeitnehmer im Aufsichtsrat— Dirittelbeteiligungsgesetz) (“German One-third Participa-
tion Act”) and the German Employee Participation Act of 1976 (Mitbestimmungsgesetz
1976) (“German Employee Participation Act 1976“) are not applicable to an SE. In prin-
ciple, the participation of employees on the supervisory board of an SE is either governed
by the agreement on the involvement of the employees in the SE, yet to be concluded and
provided that such agreement is reached, or by the standard rules of the German SE Em-
ployee Involvement Act. However, the respective national provisions on employee repre-
sentative bodies such as works councils apply. Only European works councils or similar
bodies formed under the German European Works Councils Act (Européisches Be-
triebsrate-Gesetz) will be replaced by the SE works council in accordance with Section 47
para. (1) no. 2 of the German SE Employee Involvement Act. On 29 April 2008, the Man-
agement Board of Kléckner & Co AG and the Special Negotiating Body of the employees
concluded an agreement on the involvement of employees in Kléckner & Co SE (‘Em-
ployee Involvement Agreement”).
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The conversion will be effected with the identity of the legal entity being maintained. The
conversion will therefore neither result in the dissolution of the Company nor in the forma-
tion of a new legal entity. This means that the shareholders’ participations in the Company
will continue to exist in the form they have directly before the conversion takes effect.

As a premise for the conversion, the approval of the General Meeting of Kléckner & Co AG
regarding the Terms of Conversion as well as the Articles of Association of Kléckner & Co
SE is necessary. The Management Board and the Supervisory Board of Kléckner & Co AG
have decided to submit the Terms of Conversion and the Articles of Association of Kléck-
ner & Co SE for approval to the annual General Meeting of Kléckner & Co AG, to be held
on 20 June 2008 (“General Meeting 2008”).

The Management Board of Kléckner & Co AG prepared this Conversion Report pursuant to
Art. 37 para. 4 of the SE Regulation. The report explains and justifies the legal and eco-
nomic aspects of the conversion and the consequences which the conversion of the legal
form from a Ger-man stock corporation into the supranational legal form of an SE will have
for shareholders and employees. With regard to the description of the business activity of
the Company, the Conversion Report gives a summary only as the Company’s business
activity will not be affected by the conversion of Kléckner & Co AG into the legal form of an
SE due to the legal entity being identical. Please refer to the annual report 2007 for further
information on the business activity (accessible at www.kloeckner.de).

Klockner & Co AG
Seat/head office, business year and object of the company

Kléckner & Co AG is a stock corporation incorporated under German law and has its statu-
tory seat and head office in Duisburg, Germany. It is registered with the commercial regis-
ter of the Local Court (Amtsgericht) of Duisburg under no. HRB 18561. Its business ad-
dress is Am Silberpalais 1, 47057 Duisburg, Germany. The business year of Kléckner & Co
AG is the calendar year.

Kléckner & Co AG is the parent company of the Kléckner & Co group; it holds the participa-
tions in the Kléckner & Co group companies in Germany and abroad both directly and indi-
rectly. Kléckner & Co AG and the remaining companies forming part of the Kléckner & Co
group combined are also referred to as “Klockner & Co Group’; the individual companies
are also referred to as “Klockner & Co Group Companies”.

Pursuant to Section 2 para. 1 of its Articles of Association, Kléckner & Co AG’s corporate
purpose is

(@) The distribution of and trade with steel, metal and plastic products as well as their
production and processing; and

(b) The purchase and management of all types of participations, in particular participa-
tions in companies whose corporate purpose covers the activities described under
(a) above.

Pursuant to Section 2 para. (2) of its Articles of Association, Kléckner & Co AG may found
subsidiaries in Germany and abroad, may establish branches and may assume participa-
tions in other companies , to the extent that such companies are active in the same field of
business as the Company or where this is suitable to achieve the corporate purpose; it
may also assume such participations in order to develop and subsequently sell such com-
panies. Furthermore, it may represent companies in which it holds participations, combine

13


http://www.kloeckner.de).

2.2

Convenience Translation
Conversion Report

them under its coordinated management and conclude inter-company agreements for such
purpose. Finally, Kiéckner & Co AG may, either in part or as a whole, outsource or transfer
its business to affiliated companies.

Business activity

The following presentation of the business activity of the Company and the Klockner & Co
Group respectively is only a summary. Please refer to the annual report 2007 for further in-
formation on the business activity (accessible on the internet at www.kloeckner.de).

2.21 Core business

Kléckner & Co Group is one of the world’s leading distributors of steel and metal
which operates independently from producers and takes a leading position in the
combined market of Europe and North America. The focus of the business activity
of Kléckner & Co Group is on the purchase of huge amounts of materials from
about 70 main suppliers worldwide as well as on the delivery to customers — tai-
lored to their needs — from local warehouses. Klockner & Co Group thus consti-
tutes the link in the value added chain between steel and metal production and
small and medium-sized customers. The independence of Klockner & Co Group
from individual steel producers thus, on the one hand, allows for high flexibility and
provides a good basis for negotiations with suppliers and, on the other hand, the
annual purchase volume of about 6m tonnes allows for the building of strategic
partnerships as well as for the negotiation of attractive framework agreements.

2.22 Core competencies and product programme

One of the core competencies of Klockner &Co Group is the storage and distribu-
tion of steel products (accounting for 79% of total turnover in the business year
2007), aluminium products (7% of total turnover in the business year 2007) and
other products (14% of total turnover in the business year 2007), such as non-
ferrous metals and professional equipment for craftsmen. In addition to un-
machined materials and intermediate products, Kldckner & Co Group offers its cus-
tomers extensive services, including cutting and splitting steel strip, cutting to
length, flame-cutting and surface treatments.

The product range of Kléckner & Co Group consists of long products (e.g. steel
girders for the construction industry), flat products (e.g. sheet steel for machine
builders), hollow sections (e.g. for structural purposes), stainless and quality steel
(e.g. high alloy round steel rods for machinery engineering applications), aluminium
products (e.g. sectional rods for plant construction) and special products, such as
plastics, ironware and accessories.

2.2.3 Locations, employees, group structure and customers

Kléckner & Co Group is represented in 15 countries worldwide with about 260 sites
in Europe and North America and, on 31 December 2007, had a total of approxi-
mately 10,600 employees worldwide, approximately 1,800 of whom were working
in Germany, with another approximately 5,600 employed in other EU Member
States. The holding company of Kléckner & Co Group is Kléckner & Co AG, which
has its seat in Duisburg and has a total of about 130 subsidiaries in Europe and
North America. The distribution of the products of Kléckner & Co Group as well as
their processing (e.g. cutting and splitting steel strip, cutting to length, flame-cutting
and surface treatments) as well as the provision of further services is performed di-
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rectly by the subsidiaries of Klockner & Co Group in the respective countries.
Kléckner Global Sourcing GmbH, Duisburg, is responsible for purchasing world-

wide.

In the business year 2007, Kléckner & Co Group served a total of approx. 210,000
active customers in Europe and North America with its comprehensive range of
products and services. The customers of Kléckner & Co Group come from a large
number of industries. with the focus being for example on the construction, ma-
chinery and mechanical engineering industries.

Business development

The business development of Kléckner & Co Group in the last two business years
2006 and 2007 was as follows:

2007 2006
Key corporate data (IFRS) (IFRS)
Turnover in €m 6,274 5,532
EBITDA in €m 371 395
EBIT in €m 307 337
Accounting profit in€m 210 273
Net income in €m 156 235
Result per share in€ 2.87 4.44
Return on turnover in % 4.9 6.1
Balance sheet total in €m 2,966 2,552
Shareholders’ equity in€m 845 799
Equity ratio (ratio between shareholders’ equity | in % 28 31
and balance sheet total)
Net cash indebtedness in €m 746 365
Debt-equity ratio (ratio between net cash in- 0.88 0.46
debtedness and shareholders’ equity)
Investments in tangible assets and intangible in €m 417 92
assets
Number of employees at year end 10,581 9,688
(i) Turnover

(ii)

In 2007, Klockner& Co Group generated a turnover  of
approx. EUR 6.3bn compared to a turnover of approx. EUR 5.5bn in 2006.
In 2007, 83% of the turnover of Kléckner & Co Group was generated in
Europe (69% thereof within the EU) and 17% in North America.

Result of business activity

Compared to the previous year, the result of the business activity in 2007
decreased by 9% from EUR 337m to EUR 307m. In relation to turnover, the
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result of the business activity reached 4.9% compared to 6.1% in the previ-
ous year (business year 2006).

Corporate strategy

Core elements of the corporate strategy of Kléckner & Co Group are expansion,
based on external and organic growth, as well as optimising business processes.

The focus of the expansion strategy is on external growth. Special attention is paid
to the acquisition of small and medium-sized competitors in the core markets,
which may be purchased at attractive prices and can be integrated rapidly; how-
ever, larger acquisitions are not excluded. The activities are concentrated on ex-
panding the geographic presence, customer base and product range.

In addition to external growth, Kléckner & Co Group is also targeting substantial
organic growth. In this respect, the activities are focused on expanding the range of
products, further increasing the level of vertical integration, extending the customer
base through a segmented sales approach and geographically expanding in East-
ern Europe. The existing network of branches in the Czech Republic, Romania and
Lithuania is to be extended.

The second pillar of the corporate strategy of Kléckner & Co Group is the continu-
ous optimisation of business processes. One focus is on the activities re. purchas-
ing and sales as well as optimising the distribution network, net working capital, the
difference between inventories and customer receivables on the one hand and
supplier liabilities on the other hand, which were combined within the scope of the
firm-wide STAR performance programme already initiated in 2005. It is planned to
initiate and respectively further enhance the concentration of the purchasing activi-
ties at European level and the utilisation of international sources of supply via
Kléckner Global Sourcing GmbH, Duisburg.

2.3 Capital and shareholders

2.31

23.2

Share capital

The share capital of Kldckner & Co AG is set out in Section 4 para. (1) of the Arti-
cles of Association of Kléckner & Co AG and currently (information valid as per 30
April 2008) amounts to EUR 116,250,000.00 (where reference is made in this re-
port to the “Articles of Association of Klockner & Co AG”, this means the Arti-
cles of Association as amended on 20 June 2007). The share capital is divided into
46,500,000 no-par value shares. Each share participates in the share capital with
EUR 2.50. The shares issued by Kléckner & Co AG are registered shares (Sec-
tion 4 para. (4) of the Articles of Association of Kléckner & Co AG).

Authorised capital

Pursuant to Section 4 para. (2) lit. (&) of the Articles of Association of Klock-
ner & Co AG, the Management Board of Klockner & Co AG is authorised to in-
crease, with the approval of the Supervisory Board, the share capital until 20 June
2011 by issuing new no-par value registered shares against contributions in cash
or in kind either once or several times by a total of up to EUR 50,000,000.00 in ac-
cordance with the provisions in Section 4 para. (2) lit. (b) to (f) of the Articles of As-
sociation of Kldckner & Co AG (Authorised Capital).
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The Authorised Capital is divided into three tranches (“Tranches I to IlI”). Within
the scope of the Authorised Capital, each of the Tranches | to Il may be used up to
the limit set out therein. The sum of all capital measures effected under Tranches |
to lll must not exceed the total amount of the Authorised Capital (Section 4
para. (2) lit. (e) of the Articles of Association of Kléckner & Co AG).

(i)

(ii)

(iii)

Tranche |

Pursuant to Section 4 para. (2) lit. (b) of the Articles of Association of
Kléckner & Co AG, the Authorised Capital may by used once or several
times up to a total amount of EUR 50,000,000.00 by issuing new no-par
value registered shares against cash contributions (Tranche I). Sharehold-
ers must be granted a subscription right.

However, the Management Board may — with the approval of the Supervi-
sory Board — exclude the subscription right of shareholders in order to
avoid fractional amounts. The Management Board is furthermore author-
ised to exclude the subscription right of shareholders with the approval of
the Supervisory Board where this is necessary to grant subscription rights
for new shares of the Company to holders of conversion or option rights
created by the Company or affiliated companies of the Company, to the ex-
tent they would be entitled to such rights after exercising their conversion of
option rights. Finally, the Management Board is authorised to exclude the
subscription right of shareholders with the approval of the Supervisory
Board, to the extent that the percentage in the share capital of shares is-
sued under exclusion of the subscription right in accordance with Sec-
tion 186 para. 3 sentence 4 of the German Stock Corporation Act (Akti-
engesetz — AktG) does not exceed 10% of the share capital in total, and the
issue price is not substantially below the exchange price of the shares of
the Company already listed on the stock exchange.

Tranche |l

Pursuant to Section 4 para. (2) lit. (c) of the Articles of Association of Kléck-
ner & Co AG, the Authorised Capital may be used once or several times up
to an amount of EUR 50,000,000.00 by issuing new no-par value registered
shares against contributions in kind for the purpose of purchasing (also in-
directly) companies, parts thereof or participations in companies
(Tranche Il). The subscription right of shareholders is excluded.

Tranche lll

Pursuant to Section 4 para. (2) lit. (d) of the Articles of Association of
Klockner & Co AG, the Authorised Capital may be used once of several
times up to an amount of EUR 50,000,000.00 by issuing new no-par value
shares against cash contributions for the purpose of issuing new shares to
employees of the Company or of affiliated companies of the Company
(Tranche lll). The subscription right of shareholders is excluded.

Pursuant to Section 4 para. (2) lit. (f) of the Articles of Association of Klock-
ner & Co AG, the Management Board is authorised to determine — with the ap-
proval of the Supervisory Board — the further contents of the share rights, the fur-
ther details of the share capital increase, its realisation and the conditions of the
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share issue. The Supervisory Board is authorised to adjust the Articles of Associa-
tion following the share capital increase, either in part or as a whole, by means of
the Authorised Capital or after expiration of the authorisation period, in each case
in accordance with the scope of the share capital increase effected by means of
the Authorised Capital.

Conditional capital

Pursuant to Section 4 para. (3) of the Articles of Association, there is a contingent
increase in the share capital of Kléckner & Co AG by up to EUR 11,625,000.00
due to the issue of 4,650,000 new no-par value registered shares, entitled to divi-
dends as from the beginning of the business year in which they are issued.

The conditional capital serves the purpose of granting of shares in order to satisfy
subscription and/or conversion rights of the holders of warrants and/or convertible
bonds issued by the Company or a group company in accordance with the authori-
sation given by the General Meeting of the Company on 20 June 2007. Moreover,
the new shares will be issued at the respective option or conversion price, in each
case to be determined in accordance with the resolution adopted by the General
Meeting of the Company on 20 June 2007, agenda item no. 9.

The conditional capital increase will only be effected to the extent that the holders
of subscription or conversion rights exercise such rights or that the holders having
an obligation to convert fulfil such obligation as well as to the extent that no cash
compensation is made and no own shares or shares issued under authorised capi-
tal are used for satisfaction respectively. The Management Board is authorised to
determine the further details regarding the realisation of a conditional capital in-
crease (Conditional Capital 2007).

It is intended to propose to the General Meeting 2008 to create new conditional
capital (Conditional Capital 2008). The Conditional Capital 2008 is meant to satisfy
subscription rights for shares resulting from convertible bonds and/or warrants,
which are issued on the basis of a corresponding authorisation by the General
Meeting. It is intended to propose to the General Meeting 2008 to resolve upon the
granting of such authorisation (agenda item 10; please refer to clause 6.1.5 of this
Conversion Report for details on the Conditional Capital 2008).

Stock exchange trading and shareholder structure

The shares of Klockner & Co AG were listed on the Frankfurt stock exchange for
trading in the official market in June 2006, with the listing resulting in further obliga-
tions (Prime Standard).

The shares of Klockner & Co AG are also traded on the following stock exchange
trading places: Stuttgart, Dusseldorf, Berlin, Munich, Hamburg and Hanover(?).
The shares of Kléckner & Co AG were listed on the MDAX index of Deutsche
Borse in late January 2007.

The shareholder structure of Klockner & Co AG has substantially changed since
the Company went public in 2006. The Company’s former majority shareholder
Multi Metal Investment S.a.r.l. (“MMI”), an investment company of the private equity
firm Lindsay Goldberg, sold the last shares still held by it in Kléckner & Co AG -
such participation amounting to 15.5% — to mostly institutional investors in April
2007. Thus, the percentage of free float shares increased to 100%. Already in Oc-
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tober 2006, the then majority shareholder MMI had sold 20% of the shares within
the scope of a share offering, followed by the sale of further 30% of the shares in
January 2007.

Thomson Financial conducted a survey in September 2007 and established that
about 76% of our share capital is held by institutional investors. 11% of our share
capital is held by private shareholders. The remaining percentage could not be
clearly allocated by the survey. Of the institutional investors identified by the sur-
vey, nearly 50% are US investors, followed by investors from Germany, Great Brit-
ain and France. According to the mandatory notices (information valid as per 30
April 2008), Franklin Mutual Advisors, LLC, is the most important individual share-
holder with 10.81%. Furthermore, TPG-Axon holds 5.38% and Fidelity International
Limited holds 5.03%. Moreover, the share in the voting rights held by Franklin Mu-
tual Series Fund amounts to 5.00%.

24 Constitution of the Company

241

Executive bodies

The executive bodies of Kléckner & Co AG are the Management Board, the Super-
visory Board and the General Meeting.

Their respective scope of competence as well as the rights and obligations of such
executive bodies result from the law, in particular from the German Stock Corpora-
tion Act, from the Articles of Association of Klockner & Co AG and the rules of pro-
cedure applicable to Management Board and Supervisory Board.

(i) Management Board

The Management Board manages the business of Kléckner & Co AG. It
comprises three members, who are appointed by the Supervisory Board.

The following persons are members of the Management Board of Kldck-

ner & Co AG:
Year of | Scope of com-
Name birth petence/Activity | Member of the supervisory board of
Dr Thomas Ludwig 1948 Segment: Positions held within the group
(Chairman) North America; »  Klockner Stahl- und Metallhandel GmbH,

Functions:

Legal affairs, Com-
pliance, Revision,
Human Resources
and Communica-
tions

Duisburg, Germany, chairman of the super-
visory board®

= Comercial de Laminados, Madrid, Spain,
chairman®

= Debrunner Koenig Holding AG, St. Gallen,
Switzerland, chairman®

Klockner Distribution Industrielle S.A., Au-
bervilliers, France, chairman®

Klockner Investment S.C.A., Luxembourg,
Luxembourg(h)

Klockner Metalsnab AD, Sofia, Bulgaria,
chairman®

Klockner UK Holdings Ltd, Leeds, United
Kingdom, chairman®
Kl6éckner Namasco Holding Corporation,

Atlanta, United States of America, chair-
man®
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Name

Year of
birth

Scope of com-
petence/Activity

Member of the supervisory board of

Kléckner Polska Sp. z o0.0., in liquidation,
Katowice, Poland, chairman®

Namasco Limited, Toronto, Canada, chair-
man®

ODS B.V., Rotterdam, Netherlands, chair-
man®

Other appointments

Trimet Aluminium AG, Essen, Germany,
chairman of the supervisory board®

Bandstahl Schulte & Co. GmbH, Hagen,

Germany, chairman of the advisory board®

3A Aluminium AG, Diisseldorf, Germany,
member of the supervisory board®
Rolfs W. P. Partner AG Wirtschaftsprii-

fungsgesellschaft, Diisseldorf, Germany,
chairman of the supervisory board®

(7S) Personal GmbH, Hamburg, Germany,
chairman of the advisory board ®

Ulrich Becker'

1961

Segment: Europe;

Function: purchas-
ing

Positions held within the group

Klockner Distribution Industrielle S.A.,
Aubervilliers, France®

Gisbert Riihl

1959

Functions:

Accounting, Fi-
nance, Controlling /
M&A, Tax Affairs, IT
and Investor Rela-
tions

Positions held within the group

Klockner Stahl- und Metallhandel GmbH,
Duisburg, Germany, member of the super-
visory board®

Comercial de Laminados, Madrid, Spain,
deputy chairman®

Klockner & Co Financial Services B.V.,
Rotterdam, Netherlands, chairman®
Kl6éckner Distribution Industrielle S.A.,
Aubervilliers, France, deputy chairman®
Klockner Ibérica S.L., Madrid, Spain, deputy
chairman®

Kléckner Investment S.C.A., Luxembourg,
Luxembourg(b)

Kléckner Metalsnab AD, Sofia, Bulgaria®
Kléckner Namasco Holding Corporation,
Atlanta, United States of America®
Namasco Limited, Toronto, Canada®

ODS B.V., Rotterdam, Netherlands®™

Other appointments

Deutsche Bank Aktiengesellschaft, Essen
branch, Germany, member of the regional
advisory board®

DAL Deutsche Afrika Linien GmbH & Co
KG, Hamburg, Germany, member of the ad-
visory board®

Walter Services Holding GmbH, Ettlingen,
Germany, chairman of the shareholders’
committee and, since 29 November 2007,
chairman of the supervisory board®

(a) Supervisory boards to be established according to applicable law

(b) Comparable bodies of domestic and foreign companies

' By the time of the General Meeting on 20 June 2008, Mr Ulrich Becker is expected to hold
the following positions in supervisory bodies of foreign companies within the group compara-
ble to the Supervisory Board: Comercial de Laminados, Madrid, Spain; Debrunner Koenig
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Holding AG, St. Gallen, Switzerland; Klcékner UK Holdings Ltd., Leeds, United Kingdom;
Kléckner Metalsnab AD, Sofia, Bulgaria.

The members of the Management Board of Kléckner & Co AG can be con-
tacted at the following business address: Kléckner & Co AG, Am Silberpal-
ais 1, 47057 Duisburg, Germany.

(i) Supervisory Board

The Supervisory Board controls the actions of the Management Board and
appoints its members.

Pursuant to Section 8 para. (1) of the Articles of Association of Kléck-
ner & Co AG, the Supervisory Board of Kléckner & Co AG comprises six
members, all of whom are shareholders’ representatives and are elected by
the General Meeting. Kldckner & Co AG is not subject to employee partici-
pation at company level (cf. clause 7.3.2 of this Conversion Report). The
employees of Klockner & Co AG are therefore not entitled to elect or ap-
point any of the members of the Supervisory Board.

In order to organise its duties, the Supervisory Board has formed a three-
man executive committee and a three-man audit committee among its
members. The executive committee also fulfils — in each case based on an
authorisation to make decisions — the tasks of a staff committee and an ur-
gency committee. The executive committee also acts as nomination com-
mittee. So far, no further committees have been formed. However, the Su-
pervisory Board of Klockner & Co AG may form further committees in the
future.

The following persons are members of the Supervisory Board of Kldck-

ner & Co AG:
Became a
Name Position member in Further appointments
Prof Dr Dieter H. Vo- Chairman of the May 2006 (b)
gel Supervisory Board =  HSBC Trinkaus &
(Managing shareholder Burkhardt AG, mem-
of Lindsay Goldberg ber of the administra-
Vogel GmbH, Dissel- tive board
dorf, Germany) * Ernst & Young AG,
member of the advi-
sory board
= Debrunner Koenig
Holding AG, member
of the administrative
board™
= HDI-Gerling-Industrie
Versicherung AG,
member of the advi-
sory board
= Board of trustees of
Bertelsmann Stiftung,
chairman
Dr Michael Rogowski Deputy chairman June 2006 (a)
(Chairman of the super- = Voith AG (chairman of
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Name

Position

Became a
member in

Further appointments

visory board and the
shareholders’ commit-
tee of Voith AG,
Heidenheim, Germany)

the supervisory board
and the shareholders’
committee)

Talanx AG

IKB Deutsche Indus-
triebank AG

Carl Zeiss AG

Freudenberg & Co.,
deputy chairman of
the shareholders’
committee

Deutsche Bank AG,
member of the central
advisory board

Robert J. Koehler**

(Chairman of the man-
agement board of SGL
Carbon AG, Wies-
baden, Germany)

December 2007

Benteler AG (chair-
man)

Pfleiderer AG

Heidelberger Druck-
maschinen AG

Demag Cranes AG

Lanxess AG

SGL CARBON SpA,
Milan, Italy*

SGL CARBON SA, La
Coruna, Spain*

Frank H. Lakerveld

(Member of the man-
agement board of So-
nepar S.A., Paris
(France))

June 2006

Sonepar Nederland
B.V., deputy chairman
of the supervisory
board *

Sonepar Holding S.A,,
chairman of the su-
pervisory board *

Sonepar Canada, Inc.,
chairman of the
board*

Osso Electric Suppli-
ers, Inc., member of
the board*

Otra N.V., member of
the supervisory
board*

Tatje GmbH & Co KG,
member of the advi-
sory board*

Sonepar Nordic A/S,
member of the super-
visory board*

Sonepar Ibérica S.A.,
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Name

Position

Became a
member in

Further appointments

member of the super-
visory board*

Sonepar US Holdings,
Inc., member of the
board*

Sonepar E.C.O.,
member of the super-
visory board*

Sonepar France S.A,,
member of the super-
visory board*

Sonepar France,
Comtoir d'Electricité
Franco-Belge, mem-
ber of the supervisory
board*

Sonepar Italia SpA,
member of the super-
visory board*

Sonepar Belgium,
CEBEO, member of
the supervisory
board*

Sonepar Mexico S.A.
de C.V., member of
the supervisory
board*

Dr Jochen Melchior

(Former chairman of the
management board of
the then STEAG AG,
Essen, Germany)

June 2007

AXA Service AG,
member of the super-
visory board

National Bank AG,
member of the super-
visory board

Tecon Technologies
AG, chairman of the
supervisory board

Mattson Technology
Inc., chairman of the
board

Ernst & Young AG,
member of the advi-
sory board

Universitatsklinikum
Essen A6R, member
of the supervisory
board

Dr. Hans-Georg Vater

(Former member of the
management board of
HOCHTIEF Aktienge-
sellschaft, Essen, Ger-
many)

June 2007

ENRO Geothermie
AG, deputy chairman
of the supervisory
board

MEDION AG, deputy
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Name

Position

Became a
member in

Further appointments

chairman of the su-
pervisory board

(b)
= Athens International

Airport S.A., member
of the board

= HAPIMAG AG, mem-
ber of the administra-
tive board

= DEMATIC GmbH &
Co. KG, member of
the advisory board

=  OWA Odenwald
Faserplattenwerk
GmbH, member of the
advisory board

(a) Supervisory boards to be established according to applicable law
(b) Comparable bodies of domestic and foreign companies

* Regarding the respective member of the Supervisory Board, these positions are held within
the group within the meaning of Section 100 para. 2 sentence 2 of the German Stock Corpora-
tion Act

** Mr Robert J. Koehler was appointed a member of the Supervisory Board by the Local Court
of Duisburg with effect from 11 December 2007; his term of office will expire with the General
Meeting 2008. Mr Robert J. Koehler will be proposed to the General Meeting for reappoint-
ment as a member of the Supervisory Board.

*kk

It is expected that Mr Prof. Dr. Dieter H. Vogel will have stepped down from this position by
the time of the General Meeting on 20 June 2008.

The members of the Supervisory Board of Kléckner & Co AG can be con-
tacted at the following business address: Kldckner & Co AG, Am Silberpal-
ais 1, 47057 Duisburg, Germany.

Corporate Governance

The German Corporate Governance Code (Deutscher Corporate Governance Ko-
dex) is applicable to Kléckner & Co AG in its capacity as a listed German stock
corporation. Pursuant to Section 161 of the German Stock Corporation Act, Klock-
ner & Co AG must make a declaration once per year in which it discloses which
recommendations of the German Corporate Governance Code it complies with and
to which extent it deviates from the recommendations (declaration of compliance).

Apart from a few exceptions, Klockner & Co AG mostly complies with the recom-
mendations of the German Corporate Governance Code (please refer to the decla-
ration of compliance dated 12 December 2007, which can be accessed on the
internet at www.kloeckner.de).

Employees and employee involvement in Klockner & Co AG and Kilock-
ner & Co Group

As of 31 December 2007, the Kléckner & Co Group Companies had a total of ap-
proximately 10,600 employees worldwide, approximately 1,800 of whom were
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working in Germany and approximately 5,600 of whom were working in other EU
Member States.

The Supervisory Board of Klockner & Co AG currently comprises six members, all
of whom are appointed by the General Meeting. Kléckner & Co AG is not subject to
employee participation at company level. The employees of Kléckner & Co AG are
therefore not entitled to elect of appoint any of the members of the Supervisory
Board. Only Kldéckner Stahl- und Metallhandel GmbH, Duisburg, Germany has a
supervisory board which is subject to employee participation in accordance with the
German One-third Participation Act, with the employees appointing two members.

Employee representative bodies exist for the companies and branches of Klock-
ner & Co Group in accordance with the law respectively applicable. In Germany,
there is the local works council of the joint business formed in Duisburg by Kléck-
ner & Co AG, Kldckner Information Services GmbH, Kléckner Global Sourcing
GmbH and Kléckner Stahl- und Metallhandel GmbH; in addition, further local works
councils exist at Kléckner Stahl- und Metallhandel GmbH which appoint members
to the company works council of Kléckner Stahl- und Metallhandel GmbH. Fur-
thermore, a uniform committee representing the executives of the joint business
Duisburg has been formed. In the Kléckner & Co group in Germany, there are no
other employee representative bodies or committees representing the executives.

Essential aspects in favour of the conversion
Essential aspects in favour of the conversion

The modern, entrepreneurial Europe finds expression in the legal form of the European
Company (SE). By converting the holding company of the group into the legal form of an
SE, Kléckner & Co Group emphasises its international, open business culture. At the same
time, the conversion into an SE as a European legal form emphasises the special impor-
tance of the European market to Kléckner & Co Group. Thus, approx. 69% of the world-
wide turnover of Kléckner & Co Group was generated within the EU in the business year
2007.

Costs of conversion

According to the current estimate of the Management Board of Kldéckner & Co AG, the
costs of the conversion will altogether amount to approx. EUR 1Mio.

Such estimate includes in particular the preparation costs, the costs of the examination and
preparation of the valuation certificate by the expert appointed by court pursuant to Art. 37
para. 6 of the SE Regulation, the costs of the notarisation of the Terms of Conversion, the
costs of the register entries, the costs of external advisors, the costs of necessary publica-
tions, the costs of the procedure governing employee involvement as well as the costs of
adjusting the stock exchange listing, i.e. the conversion of Klockner & Co AG shares into
Kléckner & Co SE shares. The estimate does, however, not include the costs of the hold-
ing of the annual General Meeting of Klockner & Co AG for 2008 as the meeting had to be
held anyway.
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Comparison between the legal forms of a German stock corporation and an
SE having its seat in Germany as well as between the legal positions of
Klockner & Co AG shareholders and Klockner & Co SE shareholders

Below, a comparison is made between the fundamental legal and statutory provisions gov-
erning Klockner & Co AG and the regulations that will apply to the future Kléckner & Co
SE. The comparison will focus on shareholder rights and corporate governance.

To the extent that this Conversion Report explains the legal provisions generally applicable
to an SE, this refers to an SE having its seat in Germany; it is possible that an SE having
its seat in other EU or the remaining EEA Member States is — in detail — subject to other
provisions.

Introduction

Similar to a stock corporation incorporated under German law, the SE — pursuant to Art. 1
of the SE Regulation — is a commercial company (Handelsgesellschaft) with own legal per-
sonality, whose share capital has been divided into shares. However, an SE is not a Ger-
man, but a European stock corporation (Art. 1 para. 1 of the SE Regulation), which has its
legal bases in European Community Law.

The primary legal basis of the SE is the SE Regulation which, as a European regulation, is
directly applicable in all EU Member States and takes precedence over national legislation.
Based on the SE Regulation, companies having the legal form of an SE can be founded in
all EU Member States and the remaining states of the EEA. An SE founded in accordance
with the SE Regulation has to be recognised in all EU Member States and the remaining
states of the EEA.

However, as the SE Regulation does not conclusively govern all matters, there are many
areas where the SE is subject to the national laws of the state in which it has its seat. This
is clarified in Art. 9 para. 1 of the SE Regulation, which sets out the legal nhorms applicable
to an SE and also details the hierarchy of such legal norms:

- In the first place, the SE is governed by the SE Regulation (Art. 9 para. 1 lit. (a) of
the SE Regulation) and by the provisions of its Articles of Association, to the extent
expressly authorised by the SE Regulation (Art. 9 para. 1 lit. (b) of the SE Regula-
tion).

- In the case of matters not regulated by the SE Regulation, or where matters are
only partly regulated by it, the SE shall be governed as follows pursuant to Art. 9
para. 1 lit. (c) of the SE Regulation with respect to the areas/aspects not covered
by the SE Regulation

0] the provisions of laws adopted by Member States in implementation of
Community measures relating specifically to SE,

(i) the provisions of Member States’ laws which would apply to a stock corpo-
ration formed in accordance with the law of the Member State in which the
SE has its seat,

(iii) the provisions of its Articles of Association, in the same way as for a stock
corporation formed in accordance with the law of the Member State in
which the SE has its seat.
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In the first place, Kléckner & Co SE will be governed by the provisions of the SE Regula-
tion and the provisions of its Articles of Association, to the extent they were made based on
a corresponding authorisation to adopt provisions in the SE Regulation. To the extent that
a certain area or aspect is not regulated therein, the provisions of the German Act on the
Implementation of the SE Regulation — the German SE Implementation Act — and the
German SE Employee Involvement Act, which implements the SE Directive and contains
provisions on employee involvement within the SE, will apply as Kléckner & Co SE will
have its seat in Germany. If no corresponding provision is contained therein, the provisions
that would apply to a German stock corporation shall apply — i.e. in particular the provi-
sions of the German Stock Corporation Act as well as the commercial law, tax law and
capital markets regulations applicable to a German stock corporation. To the extent that
German stock corporation law allows for a matter being provided for in the Articles of As-
sociation, the provisions adopted and incorporated into the Articles of Association of Kléck-
ner & Co SE on this basis will apply .

The involvement of the employees in an SE is governed either by an agreement concluded
between the executive management Kléckner & Co AG and a so-called special negotiating
body representing the employees (“SNB”) or, if no such agreement is reached, the in-
volvement of the employees in an SE will be subject to the standard rules set out in Sec-
tions 22 et seq. of the German SE Employee Involvement Act. If an agreement is reached,
it must , according to Section 21 para. 6 of the German SE Employee Involvement Act, in
the present case at least guarantee a scope of employee involvement in the SE that is
equivalent to the one existing in the company to be converted into an SE. If the standard
rules apply, an SE works council must be formed (Sections 22 to 33 of the German SE
Employee Involvement Act) and the scope of employee participation existing on the super-
visory board of the company prior to the conversion (Sections 34 et seq. of the German SE
Employee Involvement Act) must be maintained. The Employee Involvement Agreement
was already concluded between the Management Board of Kléckner & Co AG and the
SNB on 29 April 2008 (please refer to clause 7 of this Conversion Report for details).

General provisions
421 Share capital and shares

Pursuant to Art. 4 para. 1 of the SE Regulation, the share capital of an SE will be
denominated in Euro (EUR). There are no differences to a stock corporation in this
respect. However, differences exist with regard to the subscription capital. In case
of a stock corporation, it is at least EUR 50,000.00 (Section 7 of the German Stock
Corporation Act), in case of an SE it is at least EUR 120,000.00 (Art. 4 para. 2 of
the SE Regulation).

Currently (information valid as per 30 April 2008), the share capital of Kléck-
ner & Co AG amounts to EUR 116,250,000.00. The amount of the share capital of
Kléckner & Co AG may change between the signature of this Conversion Report
and the registration of the conversion into the commercial register, e.g. due to the
use of conditional capital. The share capital of Kléckner & Co SE upon its registra-
tion into the commercial register will be equivalent to the share capital of Kl6ck-
ner & Co AG upon the registration of the conversion into the commercial register
(please refer to clauses 4.2 and 5.2.1 of the Terms of Conversion). The required
minimum share capital of an SE in the amount of EUR 120,000.00 will, however,
clearly be exceeded when Kléckner & Co AG is converted into Kléckner & Co SE.
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Pursuant to Art. 5 of the SE Regulation, the provisions applicable to the share capi-
tal, its preservation and changes in the share capital as well as the provisions ap-
plicable to the shares in an SE having its seat in Germany will incidentally be the
same as the provisions applicable to German stock corporations. This means that
the shares in an SE may be issued in the form of par value shares or no-par value
shares. Furthermore, an SE may issue registered shares which are transferable
only with the issuer’s consent as well as shares belonging to different classes of
shares (e.g. preference shares).

Currently (information valid as per 30 April 2008), the share capital of Kléck-
ner & Co AG is divided into 46,500,000 no-par value registered shares. The share
capital of Kléckner & Co SE will be divided into the same number of no-par value
registered shares upon its registration into the commercial register as the share
capital of Kléckner & Co AG upon the registration of the conversion into the com-
mercial register.

Seat of the Company and possibility of a cross-border seat relocation

The seat of a German stock corporation is determined pursuant to its Articles of
Association (please refer to Section 5 para. 1 of the German Stock Corporation
Act). Pursuant to Section 5 para. 2 of the German Stock Corporation Act (in the
version applicable upon the signature of this Conversion Report), the seat stipu-
lated in the Articles of Association must, in principle, be the place where a plant is
operated by the corporation, where the management is based or where the admin-
istrative decisions are taken.

The seat of an SE is also determined by its Articles of Association. Pursuant to Art.
7 of the SE Regulation, it must be located within an EU Member State or one of the
remaining EEA Member States, namely in the same Member State as the head of-
fice of the SE. If the statutory seat and the head office of the SE are not identical,
this may lead to the SE being dissolved (please refer to clause 4.10 of this Conver-
sion Report). As Kldckner & Co SE will have its seat in Germany, its Articles of As-
sociation must specify its seat as being the place where the main administrative
decisions are taken pursuant to Art. 7 sentence 2 of the SE Regulation in conjunc-
tion with Section 2 of the German SE Implementation Act.

The seat of Kléckner & Co SE will be the same as the seat of Kléckner & Co AG,
i.e. Duisburg, Germany (please see Section 1 para. (2) of the Articles of Associa-
tion of Kléckner & Co SE, please also refer to clause 6.2.1 of this Conversion Re-

port).

In order to relocate the seat within Germany, the General Meeting of the SE will
have to adopt a corresponding resolution on an amendment to the Articles of Asso-
ciation (Art. 9 para. 1 lit. (c) (ii) of the SE Regulation in conjunction with Sections
179 et seq., 45 of the German Stock Corporation Act). This is in compliance with
the legal situation existing with respect to stock corporations.

In contrast to a stock corporation (according to the laws applicable upon the signa-
ture of this Conversion Report), an SE may also relocate its seat to another EU
Member State or to one of the remaining EEA Member States, without this resulting
in its dissolution or the formation of a new legal entity. Art. 8 of the SE Regulation
contains a special provision in this respect. Accordingly, a cross-border relocation
of the SE’s seat requires a shareholders’ resolution amending the Articles of Asso-
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ciation. Section 12 para. 1 of the German SE Implementation Act stipulates in this
respect that shareholders who object to the resolution on the relocation of the seat
declaring that their objection to be included in the minutes, must be offered the
purchase of their shares against a reasonable cash compensation. Due to the fact
that — to the extent that the SE Regulation and respectively the national acts im-
plementing the SE Regulation and the SE Directive do not contain any specific
regulations — the law applicable to an SE is always the law applicable to stock cor-
porations incorporated under the laws of the Member State in which the SE has its
seat, the cross-border relocation of its seat will result in a change in the applicable
stock corporation law, which may also entail changes with respect to contents or
may have consequences on, for example, the legal position of shareholders.

Company name

Pursuant to Section 4 of the German Stock Corporation Act, the company name of
a German stock corporation must contain the term “Aktiengesellschaft‘ or a gener-
ally comprehensible abbreviation of such term (e.g. “AG").

In contrast to this, the company name of an SE must be preceded or followed by
the abbreviation “SE*“ (Art. 11 para. 1 of the SE Regulation).

As a result of the conversion, Klockner & Co AG will therefore change its company
name from “Kléckner & Co Aktiengesellschaft” to “Klockner & Co SE* (clause 3.3 of
the Terms of Conversion and Section 1 para. (1) of the Articles of Association of
Kléckner & Co SE).

Reporting obligations

The general reference contained in Art. 9 para. 1 lit (c) (ii) of the SE Regulation
leads to the consequence that the provisions of the German Securities Trading Act
(Wertpapierhandelsgesetz — WpHG) will also apply to Kléckner & Co SE. Therefore
and among others, the provisions regarding insider control and reporting obliga-
tions with respect to voting rights will also be applicable to Kléckner & Co SE. The
provisions on the loss of shareholder rights in case of a violation of reporting obli-
gations set out in the German Securities Trading Act apply to both Kléckner & Co
AG and Kléckner & Co SE. To this extent, no changes result from the conversion of
Kléckner & Co AG into Kldckner & Co SE.

Pursuant to Art. 9 para. 1 lit. (c) (ii) of the SE Regulation, Kléckner & Co SE is fur-
thermore subject to the same reporting obligations already applicable to Klock-
ner & Co AG; this includes in particular Section 10 of the German Securities Pro-
spectus Act (Wertpapierprospektgesetz — WpPG).

Formation of the Company

The formation of a stock corporation is subject to the provisions of Sections 23 et seq. of
the German Stock Corporation Act. If a company assumes the legal form of a stock corpo-
ration as a result of a conversion (change of legal form), the provisions of the German
Corporate Transformation Act (Umwandlungsgesetz — UmwG), and in particular the provi-
sions on a change of the legal form (Sections 190 et seq. of the German Corporate Trans-
formation Act), will also be applicable.

Pursuant to Art. 15 para. 1 of the SE Regulation, the formation of an SE will be governed
by the stock corporation law applicable in the state in which the SE establishes its seat,
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subject to the provisions of the SE Regulation. Thus, in particular the provisions of Art. 2
para. 4 and Art. 37 of the SE Regulation regarding the formation of an SE by way of a con-
version and — supplementary — Sections 23 et seq. of the German Stock Corporation Act
as well as Sections 190 et seq. of the German Corporate Transformation Act will apply to
the formation of Kléckner & Co SE by way of the conversion of Kléckner & Co AG (please
refer to clause 5 as well as to the comments on the Terms of Conversion contained in
clause 6 of this Conversion Report for details on the formation of Kléckner & Co SE by way
of a conversion).

Capital maintenance and equal treatment of shareholders

According to Art. 5 of the SE Regulation, an SE having its seat in Germany will be subject
to the laws applicable to German stock corporations with respect to capital maintenance
and other changes in capital. Kldckner & Co SE is therefore subject to the same provisions
regarding capital maintenance that were already applicable to Kléckner & Co AG.

This refers in particular to the purchase of own shares which is permissible only if certain
conditions are fulfilled (Sections 71 et seq. of the German Stock Corporation Act), the pro-
hibition to subscribe for own shares (Section 56 of the German Stock Corporation Act), the
prohibition to repay contributions to the shareholders (Section 57 of the German Stock
Corporation Act), the rules on how to use the profit for the business year, on the creation of
re-serves, on profit utilisation (Section 58 et seq. of the German Stock Corporation Act) as
well as on the admissibility of advance payments on the balance-sheet profit (Section 59 of
the German Stock Corporation Act).

Furthermore, pursuant to Art. 9 para. 1 lit. (c) (ii) of the SE Regulation, the principle of the
equal treatment of shareholders (Section 53 a of the German Stock Corporation Act) will
apply to an SE having its seat in Germany as well as to stock corporations, meaning that
there will not be any changes in this respect due to the conversion of Kléckner & Co AG
into Kléckner & Co SE.

Constitution of the Company: two-tier system and one-tier system

A particular feature of a German stock corporation compared to an SE is that an SE may
choose its company constitution and has the choice between the so-called two-tier system
and the so-called one-tier system.

According to Sections 76 et seq., 95 et seq. and 118 et seq. of the German Stock Corpora-
tion Act, a German stock corporation has the following executive bodies: Management
Board, Supervisory Board and General Meeting. The Management Board manages the
stock corporation and conducts its business while the Supervisory Board supervises the
management. Such constitution is referred to as two-tier system. The constitution of a
German stock corporation is automatically subject to the two-tier system, there is no option
to choose in this respect.

The SE, in contrast, has the opportunity to choose the so-called one-tier system instead of
the two-tier system. Whereas the two-tier system in case of an SE provides for a “man-
agement body” (corresponding to the Management Board) and a “supervisory body” (cor-
responding to the Supervisory Board) in addition to the General Meeting, the one-tier sys-
tem provides only for one administrative body in addition to the General Meeting (called
“board of directors” (Verwaltungsrat) in the case of an SE having its seat in Germany, pur-
suant to Section 20 of the German SE Implementation Act). The administrative body man-
ages the company, defines the principles of its activity and supervises their implementa-

30



Convenience Translation
Conversion Report

tion, cf. Art. 43 para. 1 of the SE Regulation and the provision contained in Section 22
para.l of the German SE Implementation Act.

Section 5 of the Articles of Association of Kléckner & Co SE provides for the maintenance
of the two-tier system, i.e. the Management Board as management body and the Supervi-
sory Board as supervisory body will be maintained (please see also clause 4.5.2 of this
Conversion Report in this respect). Although the conversion thus does not lead to a fun-
damental change in the constitution of the Company, there will be a few changes affecting
details, with the most important changes set out below.

With respect to the terminology used, the following should be noted: The SE Regulation re-
fers to the management body in a two-tier system as “management organ” (Art. 38 lit. (b)
and Art. 39 para. 1 of the SE Regulation) and the supervisory body as “supervisory organ”
(Art. 38 lit. (b) and Art. 40 para. 1 of the SE Regulation). However, in order to avoid misun-
derstandings, we will continue to refer to the management organ of Kléckner & Co SE as
“Management Board” and to the supervisory organ as “Supervisory Board” pursuant to
Section 5 of the Articles of Association of Klockner & Co SE. In order to ensure the consis-
tent use of terminology, the management organ of the SE will hereinafter also be referred
to as “Management Board” and the supervisory organ of the SE will hereinafter also be re-
ferred to as “Supervisory Board”.

451 Management organ (Management Board)
(i) Management of the Company

Pursuant to Art. 39 para. 1 of the SE Regulation, the management organ
(i.e. the Management Board) of Klockner & Co SE manages the business
of the Company in its own responsibility. In respect of contents, this corre-
sponds to the provisions contained in Section 76 para. 1 of the German
Stock Corporation Act applicable to the Management Board of Klock-
ner & Co AG, so that the conversion will not affect the management of the
Company.

(i) Management

As is the case with a stock corporation, the principle of common manage-
ment applies to the SE as well. Both legal forms provide for the opportunity
to agree differently in the Articles of Association or the rules of procedure.
However, it is impossible to determine that one or more members of the
Management Board decide issues disputed in the Management Board
against the wishes of the majority of its members (Section 77 para. 1 of the
German Stock Corporation Act which is also applicable to the SE as a re-
sult of the reference contained in Art. 9 para. 1 lit. (c) (ii) of the SE Regula-
tion). In contrast, a veto right may be granted to one member of the Man-
agement Board (usually the chairman), i.e. a right to block a majority deci-
sion. In accordance with the provisions applicable to Kléckner & Co AG so
far, the Articles of Association of Kléckner & Co SE do, however, not pro-
vide for a veto right of the chairman or another member of the Management
Board.

Unless otherwise provided for in the Articles of Association, the Manage-
ment Board of SE has a quorum if at least half the members of the Man-
agement Board are present or represented (Art. 50 para. 1 lit. (a) of the SE
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Regulation). In principle, a resolution must be adopted with the majority of
the members present or represented (Art. 50 para: 1 lit. (b) of the SE Regu-
lation) and unless otherwise set out in the Articles of Association, the
chairman’s vote shall be decisive in case of a tie (Art. 50 para. 2 of the SE
Regulation). Neither the Articles of Association of Klockner & Co AG nor the
Articles of Association of Kléckner & Co SE contain any deviating provi-
sions in this respect. As — pursuant to applicable law — the vote of the chair-
man of the Management Board of a German stock corporation is not deci-
sive in case of a tie, there will be a corresponding change as a result of the
conversion of Kléckner & Co AG into Kléckner & Co SE.

Representation of the company

Pursuant to Section 78 para. 1 and para. 2 of the German Stock Corpora-
tion Act, a stock corporation will in principle be represented — in and out of
court — by the Management Board; an exemption will only apply to the rep-
resentation of the company vis-a-vis members of the Management Board,
with the company being represented by the Supervisory Board pursuant to
Section 112 of the German Stock Corporation Act.

The representation of a stock corporation by the Management Board will in
principle be effected by all members of the Management Board collectively,
unless otherwise provided for in the Articles of Association (Section 78
para. 2 of the German Stock Corporation Act). The Articles of Association of
a stock corporation may grant individual members of the Management
Board the power to represent the company alone or together with a holder
of a statutory power of attorney (Prokurist) (Section 78 para. 3 sentence 1
of the German Stock Corporation Act).

These provisions will apply accordingly to Kldckner & Co SE in its capacity
as an SE having its seat in Germany due to the reference in Art. 9 para. 1
lit. (c) (ii) and (iii) respectively of the SE Regulation.

Section 7 of the Articles of Association of Kléckner & Co SE stipulates that,
if the Management Board comprises one member only, then such member
will represent the Company alone but that, if several persons have been
appointed as members of the Management Board, the Company will be
represented by two members of the Management Board acting jointly or by
one member of the Management Board acting together with a holder of a
statutory power of attorney. Furthermore, the Supervisory Board may
authorise individual members of the Management Board to represent the
Company alone and/or may exempt them from the prohibition of multiple
representation set out in Section 181, second alternative of the German
Civil Code (Biirgerliches Gesetzbuch — BGB). The corresponding provi-
sions in the Articles of Association of Klockner & Co SE are equivalent to
the provisions of Section 6 of the Articles of Association of Kléckner & Co
AG. Thus, no changes as to contents will result in this respect from the
conversion into the legal form of an SE.

Size and composition of the Management Board

According to Section 76 para. 2 sentence 2 of the German Stock Corpora-
tion Act, the Management Board of a German stock corporation with a
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share capital exceeding three million Euro must comprise at least two indi-
viduals, unless the Articles of Association stipulate that the Management
Board consists of one person only. The latter is impossible if the stock cor-
poration is subject to employee participation pursuant to the German Em-
ployee Participation Act 1976 — as is, however, not the case of Klock-
ner & Co AG.

The Management Board of an SE with a share capital exceeding three mil-
lion Euro must also comprise at least two persons, unless otherwise pro-
vided for in the Articles of Association (Art. 39 para. 4 sentence 2 of the SE
Regulation in conjunction with Section 16 of the German SE Implementa-
tion Act). The standard rules of section 38 para. 2 sentence 2 of the Ger-
man SE Employee Involvement Act which, in case that the participation of
the employees of an SE is governed by the standard rules, provides that
the Management Board of the SE (subject to employee participation) must
comprise at least two members, one of whom will be responsible for the
field of employment and social issues, are only applicable to the extent that
the company was subject to employee participation on the Supervisory
Board prior to conversion, or if the agreement on the involvement of the
employees in the SE provides for its application. The Employee Involve-
ment Agreement however, does not do so.

Pursuant to Section 6 para. (1) of the Articles of Association of Klock-
ner & Co SE, the Management Board of Kléckner & Co SE will comprise
one or several members; the exact number will be determined by the Su-
pervisory Board. This corresponds to the provision already contained in
Section 5 para. (1) of the Articles of Association of Kléckner & Co AG. Sub-
ject to any agreement to the contrary regarding the involvement of employ-
ees, no changes will result from the conversion of Kldckner & Co AG into
Kléckner & Co SE with respect to the size and composition of the Man-
agement Board as Kldckner & Co AG is not subject to employee participa-
tion on the Supervisory Board.

Appointment and removal of the Management Board/term of office

Pursuant to Section 84 para. 1 of the German Stock Corporation Act, the
Supervisory Board of a stock corporation will appoint members of the Man-
agement Board for a term of no more than five years. A person may be
reap-pointed or his term be extended for another term of no more than five
years. According to Section 84 para. 3 of the German Stock Corporation
Act, the Supervisory Board may revoke an appointment of a member of the
Management Board for good cause.

In deviation from the provisions applicable to stock corporations, Art. 46
para. 1 of the SE Regulation stipulates that members of SE executive bod-
ies will be appointed for a term set out in the Articles of Association, with
such term lasting no longer than six years, however. Reappointments are
permissible pursuant to Art. 46 para. 2 of the SE Regulation, but are subject
to the restrictions set out in the Articles of Association, if any. Furthermore,
German stock corporation law will be applicable to Kléckner & Co SE in its
capacity as an SE having its seat in Germany due to the reference con-
tained in Art. 9 para. 1 lit. (c) (ii) of the SE Regulation.
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The members of the Management Board of Klockner & Co SE will be ap-
pointed and removed by the Supervisory Board of Klockner & Co SE in ac-
cordance with Art. 39 para. 2 of the SE Regulation. Thus, there is no differ-
ence in respect of contents compared to Kléckner & Co AG.

Concerning the term of office of the members of the Management Board,
Section 6 para. (4) of the Articles of Association of Kliéckner & Co SE pro-
vides that members of the Management Board will be appointed for a term
of no more than five years, and may be reappointed once or several times.
Thus, no changes as to contents will result in this respect from the conver-
sion into the legal form of an SE.

Principles regarding remuneration of members of the Management
Board, prohibition to compete, granting of loans to members of the
Management Board

The Management Board of Kldckner & Co SE will be subject to the same
provisions as the management of Klockner & Co AG with respect to the
remuneration, the granting of loans and the prohibition to compete. Sec-
tions 87 et seq. of the German Stock Corporation Act, Section 285 para. 1
no. 9 lit. (a), 314 para. 1 no. 6 lit. (a) of the German Commercial Code
(Handelsgesetzbuch — HGB) will also be applicable to an SE having its seat
in Germany due to the reference in Art. 9 para. 1 lit. (¢) (ii) of the SE Regu-
lation.

Reports submitted to the Supervisory Board

The reporting obligations of the Management Board of an SE vis-a-vis the
Supervisory Board are similar to the reporting obligations of the Manage-
ment Board of a stock corporation vis-a-vis its Supervisory Board.

Pursuant to Section 90 para. 1 sentence 1 of the German Stock Corpora-
tion Act, the Management Board of a stock corporation must report to the
Supervisory Board with respect to the following:

- the intended business policy and other fundamental issues concern-
ing the business planning (in particular the financial, investment and
staff planning), with the obligation to comment on deviations between
the actual development and the goals pursued, as reported previ-
ously, as well as to give reasons for such deviations;

- the company’s profitability, in particular the profits generated by
share-holders’ equity;

- the state of business, in particular turnover and the situation of the
company;

- transactions which may significantly affect the company’s profitability
or liquidity.

If the company is a parent company within the meaning of Section 290
para. 1, para. 2 of the German Commercial Code (HGB), the report must
also include subsidiaries and joint ventures within the meaning of Section
310 para. 1 of the German Commercial Code (Section 90 para. 1 sentence
2 of the German Stock Corporation Act). Further-more, the chairman of the
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Supervisory Board must be notified of other important issues which the
Management Board becomes aware of, with such important issues includ-
ing transactions entered into by an affiliated company which might funda-
mentally affect the position of the company (Section 90 para. 1 sentence 3
of the German Stock Corporation Act). The re-ports must be made regularly
(Section 90 para. 2 of the German Stock Corporation Act).

Moreover, the Supervisory Board of a stock corporation may — pursuant to
Section 90 para. 3 of the German Stock Corporation Act — at any time re-
quest a report by the Management Board on issues concerning the com-
pany, its both legal and business relations with affiliated companies as well
as on business transactions entered into by such companies, which may
fundamentally influence the situation of the company. Such a report may
also be requested by a single member of the Supervisory Board, with the
report being prepared, however, for the Supervisory Board as a body.

The reports by the Management Board must be prepared with due care and
must give a true representation of the situation. They shall be made in due
time and usually in text form (Section 90 para. 4 of the German Stock Cor-
poration Act). Each member of the Supervisory Board is entitled to acquaint
himself with the report (Section 90 para. 5 sentence 1 of the German Stock
CorporationAct).

The reporting obligations of the Management Board vis-a-vis the Supervi-
sory Board of an SE having its seat in Germany are similar. According to
Art. 41 of the SE Regulation, the Management Board of the SE must report
to the Supervisory Board at least every three months on the progress and
foresee-able development of the business of an SE. In addition to such
regular in-formation, the Management Board shall promptly pass the Su-
pervisory Board any information on events likely to have an appreciable ef-
fect on the SE (Art. 41 para. 2 of the SE Regulation).

The Supervisory Board of the SE may require the Management Board to
pro-vide any information necessary in order for the Supervisory Board to
fulfil its supervisory function (Art. 41 para. 3 sentence 1 of the SE Regula-
tion). Furthermore, Section 18 of the German SE Implementation Act stipu-
lates with respect to an SE having its seat in Germany — supplementary to
Art. 41 para. 3 of the SE Regulation — that each member of the Supervisory
Board may request information of any kind from the Management Board;
such information being provided to the Supervisory Board as a body. Ac-
cording to Art. 41 para. 4 of the SE Regulation, the Supervisory Board may
under-take or arrange for any investigations necessary for the performance
of its duties. Each member of the Supervisory Board is entitled to examine
all in-formation submitted to the Supervisory Board (Art. 41 para. 5 of the
SE Regulation).

When comparing the provisions contained in German stock corporation law
to the provisions applicable to an SE having its seat in Germany, no fun-
damental changes result with respect to contents. The reporting obligations
of the Management Board of Kléckner & Co AG are therefore similar to
those of the Management Board of Klockner & Co SE, so that the conver-
sion does not lead to fundamental changes.
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Duties of the Management Board in case of loss, overindebtedness
and illiquidity

The duties of the management applicable in case of a loss, overindebted-
ness and illiquidity of a stock corporation as set out in Section 92 of the
German Stock Corporation Act will also be applicable to the Management
Board of an SE having its seat in Germany due to the reference in Art. 9
para. 1 lit. (c) (ii) of the SE Regulation. Therefore, there will not be any dif-
ferences due to the conversion of Kléckner & Co AG into Kléckner & Co SE
in this respect.

Duty of care and responsibility

According to Section 93 para. 2 of the German Stock Corporation Act, the
members of the Management Board of a stock corporation who violate their
duties to have an obligation to pay damages to the company as joint and
several debtors (Gesamtschuldner) in order to compensate for the damage
thus caused. Pursuant to Section 93 para. 1 sentence 1 of the German
Stock Corporation Act, members of the Management Board must act with
the care taken by a prudent business manager when conducting the busi-
ness of the company. However, a breach of obligations will not be given if
the respective member of the Management Board could reasonably, at the
time of taking the business decision acting on the basis of appropriate in-
formation, assume that he was acting for the benefit of the company (Sec-
tion 93 para. 1 sentence 2 of the German Stock Corporation Act; this provi-
sion is also known as “business judgment rule”). Members of the Manage-
ment Board are furthermore subject to an obligation of secrecy (Section 93
para. 1 sentence 3 of the German Stock Corporation Act).

This applies accordingly to the members of the Management Board of an
SE having its seat in Germany due to the reference contained in Art. 51 of
the SE Regulation: Pursuant to Art. 51 of the SE Regulation, the members
of the Management Board of an SE will be liable — in accordance with the
provisions applicable to stock corporations in the state in which the seat of
the SE is situated — for the loss or damage sustained by the SE following
any breach on their part of their legal, statutory or other obligations inherent
in their duties. Art. 49 of the SE Regulation contains an SE-specific provi-
sion on secrecy. Accordingly, members of the Management Board of an SE
must not divulge — even after they have ceased to hold office — any infor-
mation concerning the SE, the disclosure of which might be prejudicial to
the company’s interests, except where such disclosure is required or per-
mitted un-der national law provisions applicable to stock corporations or is
in the public interest.

The conversion of Kléckner & Co AG into Kldckner & Co SE will therefore
not lead to any changes regarding the applicable duty of care and the re-
sponsibility of the Management Board.

Liability for abusing the influence over the company

Pursuant to Section 117 of the German Stock Corporation Act, it is prohib-
ited to induce a member of the Management Board or Supervisory Board, a
holder of a statutory power of attorney or a holder of a commercial power of
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attorney (Handlungsbevollméchtigter) of a stock corporation to use his in-
fluence over the company in order to damnify the company or its share-
holders. This prohibition is also applicable to an SE having its seat in Ger-
many (Art. 51 and respectively Art. 9 para. 1 lit. (c) (ii) of the SE Regulation
in conjunction with Section 117 of the German Stock Corporation Act), so
that in this respect no changes will result from the conversion of Kléck-
ner & Co AG into Kléckner & Co SE.

4.5.2 Supervisory organ (Supervisory Board)

(i)

Rights and duties of the Supervisory Board

The main task of the Supervisory Board of a German stock corporation is to
supervise the Management Board’s management of the company (Section
111 para. 1 of the German Stock Corporation Act). The Supervisory Board
itself must no be entrusted with management duties (Section 111 para. 4
sentence 1 of the German Stock Corporation Act).

This corresponds to the provision set out in Art. 40 para. 1 of the SE Regu-
lation, according to which the Supervisory Board of a two-tier SE super-
vises the work of the Management Board, but may not itself exercise the
power to manage the SE. Therefore, the Supervisory Board of Kldck-
ner & Co SE — just like the Supervisory Board of Kléckner & Co AG — will
be responsible for supervising the work of the management.

There are, however, certain transactions, which may only be entered into
by the Management Board of a stock corporation as well as the Manage-
ment Board of an SE with the approval of the Supervisory Board. In case of
a stock corporation, it is stipulated that either the Articles of Association or
the Supervisory Board determines the types of transactions which may only
be entered into with its approval (Section 111 para. 4 sentence 2 of the
Ger-man Stock Corporation Act). In the case of an SE, however, the types
of transactions for which, in a two-tier system, the Management Board must
obtain the approval of the Supervisory Board must be set out in the Articles
of Association; however, the Member States are authorised to stipulate that,
in a two-tier system, the Supervisory Board may itself determine that cer-
tain types of transactions will be subject to its approval (Art. 48 para. 1 of
the SE Regulation). The German legislator has exercised its right to do so
with respect to an SE having its seat in Germany in Section 19 of the SE
Implementation Act. It is mainly assumed that the Articles of Association of
an SE - in contrast to the Articles of Association of a stock corporation —
must contain a catalogue of matters requiring approval. In addition to the
trans-actions set out in the Articles of Association, the Supervisory Board
may, however. determine further transactions requiring its approval pursu-
ant to Art. 48 para. 1 sentence 2 of the SE Regulation in conjunction with
Section 19 of the German SE Implementation Act. Based on this compre-
hension, the rules applicable to an SE would thus deviate from the rules
applicable to stock corporations in the sense that the Articles of Association
of an SE must always contain a catalogue of matters requiring approval.

There are differences between Klockner & Co AG and Kléckner & Co SE
regarding this issue: Section 10 of the Articles of Association of Kléck-
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ner & Co AG merely provides that the rules of procedure of the Supervisory
Board must stipulate that certain transaction types set out in the Articles of
Association require the approval of the Supervisory Board. However, the
Articles of Association themselves do not contain any transactions which
are subject to the approval of the Supervisory Board. In contrast thereto,
the Articles of Association of Kléckner & Co SE detail transactions requiring
approval in Section 8. The transactions set out in Section 8 of the Articles of
Association of Kléckner & Co SE were already subject to approval pursuant
to the provisions of the Articles of Association of Kléckner & Co AG in con-
junction with the rules of procedure applicable to the Management Board.
Any modifications to transactions of Kléckner & Co SE requiring approval,
with such transactions now detailed in the Articles of Association them-
selves, is subject to the General Meeting adopting a resolution for changing
the Articles of Association.

If the Supervisory Board of a stock corporation does not grant approval, the
Management Board may request that the matter be decided by the General
Meeting (Section 111 para. 4 sentences 3 to 5 of the German Stock Corpo-
ration Act). According to the appropriate interpretation of the reference con-
tained in Art. 52 sub-paragraph 2 of the SE Regulation, this does also apply
to an SE having its seat in Germany, so that no changes will result from the
conversion of Klockner & Co AG into Kléckner & Co SE in this respect.

The Supervisory Board of a stock corporation must furthermore convene a
General Meeting if required for the good of the company (Section 111 para.
3 sentence 1 of the German Stock Corporation Act). On the basis of Art. 54
para. 2 of the SE Regulation, this provision is also applicable to an SE, so
that no changes will result from the conversion of Kléckner & Co AG into
Kléckner & Co SE in this respect.

Pursuant to Section 111 para. 5 of the German Stock Corporation Act, a
member of the Supervisory Board of a stock corporation must fulfil his tasks
personally. It is not permissible for other persons — including other mem-
bers of the Supervisory Board — to fulfil the tasks of a member of the Su-
pervisory Board. The same applies to an SE pursuant to Art. 9 para. 1 lit.
(c) (ii) of the SE Regulation.

The Supervisory Board has examination rights which allow it to fulfil its su-
pervisory tasks in a stock corporation as well as in an SE.

Accordingly, the law stipulates inspection and examination rights for Super-
visory Boards of stock corporations referring to books and records of the
company as well as assets — namely the company funds as well as invento-
ries of securities and goods (Section 111 para. 2 sentence 1 of the German
Stock Corporation Act). The Supervisory Board of a stock corporation may
entrust individual members with exercising such rights or may assign par-
ticular tasks to experts (Section 111 para. 2 sentence 2 of the German
Stock Corporation Act). Art. 41 para. 4 of the SE Regulation stipulates also
with respect to the Supervisory Board of an SE that it may itself undertake
or arrange for any investigations necessary for the performance of its du-
ties, so that there are no material differences between the examination
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rights of the Supervisory Board of Kléckner & Co AG and those of the Su-
pervisory Board of Klockner & Co SE.

Representation of the company vis-a-vis members of the Management
Board

The Supervisory Board will represent the stock corporation in and out of
court vis-a-vis members of the Management Board (Section 112 of the
German Stock Corporation Act).

Based on the reference in Art. 9 para. 1 lit. (c) (ii) of the SE Regulation, this
will also apply to an SE having its seat in Germany, so that no changes will
result from the conversion of Kléckner & Co AG into Kléckner & Co SE in
this respect.

Size and composition

The size of the Supervisory Board of a stock corporation which has its seat
in Germany is, in principle, governed by Section 95 of the German Stock
Corporation Act. Accordingly, the Supervisory Board of a stock corporation
comprises three members, unless the Articles of Association of the stock
corporation stipulates a higher number which can be divided by three. No
further legal provisions exist with respect to the size of the Supervisory
Board of a stock corporation that is not subject to employee participation,
as is the case of Kléckner & Co AG. Subject to the share capital of the stock
corporation, the number of members of the Supervisory Board is limited
according to Section 95 sentence 4 of the German Stock Corporation Act.
In case of stock corporations with a share capital of up to EUR 1,500,000
the maximum number is nine, if the share capital exceeds EUR 1,500,000,
the maximum number is fifteen and in case the share capital amounts to
more than EUR 10,000,000, the maximum number is twenty-one.

Pursuant to Section 96 para. 1 of the German Stock Corporation Act, the
Supervisory Board of a stock corporation which not subject to employee
participation — as is the case of Kléckner & Co AG — comprises only mem-
bers representing the shareholders.

Art. 40 para. 3 of the SE Regulation provides that the number of the mem-
bers of the Supervisory Board of the SE is determined in the Articles of As-
sociation. Pursuant to Art. 40 para. 3 sentence 1 of the SE Regulation, the
Articles of Association will either lay down the number of members of the
Supervisory Board or the rules for determining such number. In the case of
an SE having its seat in Germany, Section 17 para. 1 of the German SE
Implementation Act in conjunction with Art. 40 para. 3 sentence 2 of the SE
Regulation shall be taken into ac-count. Accordingly, the Supervisory Board
of an SE must comprise a mini-mum of three members. A higher number
may be stipulated in the Articles of Association with the requirement that
such number must be divisible by three. Subject to the share capital of an
SE, the number of members of the Supervisory Board is limited pursuant to
Section 17 para. 1 of the German SE Implementation Act: For companies
with a share capital of up to EUR 1,500,000, the maximum number is nine,
if the share capital exceeds EUR 1,500,000, the maximum number is fifteen
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and if the share capital exceeds EUR 10,000,000, the maximum number is
twenty-one.

However, pursuant to Section 17 para. 2 of the German SE Implementation
Act, the involvement of the employees under the German SE Employee In-
volvement Act will not be affected thereby. The number of employee repre-
sentatives on the Supervisory Board of an SE is therefore in principle sub-
ject to the agreement on the involvement of employees in the SE (cf. Sec-
tion 21 para. 3 no. 1 of the German SE Employee Involvement Act). In case
of an SE formation by way of a conversion it must be guaranteed with re-
gard to all aspects of employee involvement that the scope of employee in-
volvement existing in the stock corporation subject to conversion is at least
maintained (Section 21 para. 6 of the German SE Employee Involvement
Act). Such provision is to be interpreted in the sense that the level of em-
ployee participation in the SE must at least correspond to that of the stock
corporation subject to conversion. This means that the agreement may only
provide for a Supervisory Board of the SE which is not subject to employee
participation if the Supervisory Board of the stock corporation was neither
subject to employee participation, as is the case of Klockner & Co AG. It is,
however, not prescribed that the absolute number of members of the Su-
pervisory Board in the SE must be the same as in the stock corporation.

In the present case, the Employee Involvement Agreement concluded be-
tween the Management Board of Klockner & Co AG and the SNB on 29
April 2008 does not provide for employee participation in the Supervisory
Board (cf. clause 7 of this Conversion Report for details on the Particpation
Agreement).

Pursuant to Section 9 para. (1) of the Articles of Association of Kléck-
ner & Co SE, the Supervisory Board of Kléckner & Co SE will comprise the
same number of members as the Supervisory Board of Kléckner & Co AG,
i.e. a total of six, all of whom will be elected by the General Meeting. Unless
otherwise agreed in the agreement on the involvement of employees, there
will not be any differences in the composition of the Supervisory Board of
Kléckner & Co AG and the Supervisory Board of Kléckner & Co SE.

Status proceedings on the composition of the Supervisory Board

If the Management Board of a stock corporation is of the opinion that the
composition of the Supervisory Board does not comply with the applicable
legal provisions, it must initiate status proceedings pursuant to Sections 97
et seqg. of the German Stock Corporation Act. Status proceedings may also
be commenced by persons entitled to submit a motion — as set out in the
German Stock Corporation Act — if the legal provisions according to which
the Supervisory Board must be composed are disputed or uncertain (Sec-
tion 98 of the German Stock Corporation Act).

These provisions will also apply to Kléckner & Co SE in its capacity as an
SE having its seat in Germany due to the reference contained in Art. 9
para. 1 lit. (c) (ii) of the SE Regulation. Pursuant to Section 17 para. 3 sen-
tence 1 German SE Implementation Act, in addition to the persons entitled
to submit a motion who are mentioned in the German Stock Corporation
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Act, the SE works council will be as well entitled should an SE submit a
motion for the commencement of status proceedings according to Sections
98, 99 of the German Stock Corporation Act. Apart from the additional legal
right of the SE works council to submit a motion no changes will result from
the conversion of Kléckner & Co AG into Kldéckner & Co SE with respect to
the status proceedings.

Requirements as to the person of Supervisory Board members

The members of the Supervisory Board of a German stock corporations
must be individuals with full legal capacity (Section 100 para. 1 sentence 1
of the German Stock Corporation Act).

The same applies to the membership of the Supervisory Board of an SE
having its seat in Germany. It is correct that Art. 47 para. 1 of the SE Regu-
lation in principle allows for a company or legal entity being a member of
the Supervisory Board of an SE; however, this is subject to the provision
that the stock corporation law applicable in the state in which the SE has its
seat does not stipulate otherwise. The provision contained in Section 100
para. 1 of the German Stock Corporation Act stipulates otherwise in this re-
spect and therefore also applies to an SE having its seat in Germany.

Furthermore, the following individuals may not become a member of the
Supervisory Board of a stock corporation according to Section 100 para. 2
of the German Stock Corporation Act:

- individuals who are already members of ten Supervisory Boards of
commercial companies having a legal obligation to form a Supervi-
sory Board;

- legal representatives of an enterprise controlled by the company, or

- legal representatives of other corporations whose Supervisory Board
comprises a member of the Management Board of the company.

The maximum number set out under the first dash bullet must not take into
account up to five Supervisory Board seats held by a legal representative
(owner in case of a sole proprietor (Einzelkaufmann)) of the controlling
company of a group on the Supervisory Boards of commercial group com-
panies which must form a Supervisory Board. Furthermore, Supervisory
Board memberships within the meaning of the first dash bullet shall be
taken into account twice in case the member has been appointed chair-
man.

These provisions are also applicable to the membership on the Supervisory
Board of Klockner & Co SE in its capacity as an SE having its seat in Ger-
many pursuant to Art. 47 para. 2 of the SE Regulation.

Incompatibility of simultaneous membership on Management Board
and Supervisory Board

In case of a stock corporation, a member of the Supervisory Board cannot
at the same time hold a seat on the Management Board, act as a perma-
nent deputy of members of the Management Board, or act as holder of a
statutory power of attorney or holder of a commercial power of attorney with
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the power to manage the complete business (Section 105 para. 1 of the
German Stock Corporation Act). The Supervisory Board may appoint indi-
vidual members as deputies of members of the Management Board who
are missing or otherwise prevented from fulfilling their duties, with such ap-
pointment being limited from the start to a period of one year at maximum,;
during such period these members of the Supervisory Board are prevented
from fulfilling their duties as members of the Supervisory Board of the cor-
poration (Section 105 para. 2 of the German Stock Corporation Act).

In the case of an SE, no individual may be a member of the Management
Board and the Supervisory Board at the same time (Art. 39 para. 3 sen-
tence 1 of the SE Regulation). The Supervisory Board may, however, as-
sign the tasks of a member of the Management Board to one of its own
members if the position in question is unoccupied. Such individuals’ office
as member of the Supervisory Board shall be inactive for the relevant pe-
riod of time. The Member States may stipulate a time limit in this respect;
Germany has stipulated a time limit for an SE having its seat in Germany in
Section 15 of the German SE Implementation Act. Accordingly, the time pe-
riod must be set in advance and must not exceed one year; a reappoint-
ment or an extension of the term of office is admissible, provided that the
term of office does not exceed a period of one year in total.

Therefore, there will not be any differences between Kléckner & Co AG and
the future Kléckner & Co SE in this respect.

Appointment of the Supervisory Board

The members of the Supervisory Board of a German stock corporation will
be elected by the General Meeting unless otherwise provided for in provi-
sions under employee participation law (Section 101 para. 1 of the German
Stock Corporation Act). As Kléckner & Co AG is not subject to employee
participation, all six members of the Supervisory Board will elected by the
General Meeting.

In the case of an SE, the members of the Supervisory Board will be ap-
pointed by the General Meeting pursuant to Art. 40 para. 2 sentence 1 of
the SE Regulation. In principle, this applies to all members of the supervi-
sory body, i.e. including the employee representatives, if any. However, it
results from Art. 40 para. 2 sentence 3 of the SE Regulation that the
agreement on employee involvement may stipulate otherwise. Subject to
an agreement on the involvement of employees stipulating otherwise,
Klockner & Co SE is not subject to employee participation., so that no em-
ployee representatives are to be appointed to the Supervisory Board of
Kléckner & Co SE.

Subject to any deviating agreement on the involvement of employees, in
principle no difference results with respect to the appointment of members
of the Supervisory Board from the conversion of Kléckner & Co AG into
Kléckner & Co SE. However, the members of the first Supervisory Board of
Kléckner & Co SE following the conversion will be appointed by the Articles
of Association of Kldckner & Co SE in accordance with Art. 40 para. 2 sen-
tence 2 of the SE Regulation, with such Articles of Association being ap-
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proved by the General Meeting of Kléckner & Co AG within the scope of the
passing of the resolution on the conversion (please also refer to clauses
6.1.9 and 6.2.9 of this Conversion Report).

Term of office

The members of the Supervisory Board of a German stock corporation may
not be appointed for a term exceeding the period of time until the conclu-
sion of the General Meeting deciding on the formal approval of the acts of
the Management Board during the fourth business year following the be-
ginning of their term of office (Section 102 para. 1 of the German Stock
Corporation Act). The business year already running when the term of of-
fice commenced will not be included in this calculation.

In the case of an SE, the members of the Supervisory Board may, however,
be appointed for a term stipulated in the Articles of Association, with such
term not exceeding six years (Art. 46 para. 1 of the SE Regulation). Reap-
pointments may be effected for the same period of time, unless the Articles
of Association stipulate restrictions in this respect (Art. 46 para. 2 of the SE
Regulation). This means that the term of office determined for members of
the Supervisory Board of an SE may exceed the term of office applicable to
members of the Supervisory Board of a stock corporation.

However, the Articles of Association of Kléckner & Co SE stipulate in Sec-
tion 9 para. (2) that the members of the Supervisory Board of Klock-
ner & Co SE will also be appointed until the conclusion of the General
Meeting deciding on the approval of the activities of the Management
Board during the fourth business year following the beginning of the term of
office, with the business year already running at the time of the beginning of
the term of office not being taken into account; and with the term of office
lasting six years at maximum. This largely corresponds to the provision cur-
rently applicable to the term of office of the members of the Supervisory
Board of Kléckner & Co AG (please refer to clause 6.2.14 of this Conver-
sion Report for more information). The provision contained in Section 9
para. (2) sentence 2 of the Articles of Association of Kléckner & Co SE, ac-
cording to which the General Meeting may resolve on a shorter term of of-
fice upon election, also corresponds to the current regulation of the Articles
of Association of Kléckner & Co AG.

Appointment by court

In case that not all the seats on the Supervisory Board of a stock corpora-
tion are filled, Section 104 of the German Stock Corporation Act stipulates
that the missing members of the Supervisory Board will be appointed by
the competent court: If the number of members of the Supervisory Board of
a stock corporation is insufficient to constitute a quorum, the court shall ap-
point the members necessary to reach a quorum at the request of the
Management Board, a member of the Supervisory Board or a shareholder.
The Management Board has an obligation to submit a motion without un-
due delay (unverziiglich), unless it is to be expected that the vacant seat(s)
on the Supervisory Board will be filled in due time before the next meeting
of the Supervisory Board. If the number of members of the Supervisory
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Board falls short of the number stipulated by law or in the Articles of Asso-
ciation for a period of more than three months, the court shall appoint the
missing members upon request, so that the Supervisory Board meets the
number of members required. In urgent cases, the court shall appoint the
missing members of the Supervisory Board prior to the expiration of the
three months’ period (Section 104 para. 2 of the German Stock Corporation
Act).

These provisions are also applicable to the Supervisory Board of an SE
having its seat in Germany. In addition to the persons entitled to submit a
motion mentioned in Section 104 para. 1 sentence 1 of the German Stock
Corporation Act, the works council too is entitled to submit a motion for an
appointment by a court (Section 17 para. 3 of the German SE Implementa-
tion Act).

Apart from the enlargement of the circle of the persons entitled to submit a
motion to include the SE works council, no changes will result from the
conversion of Kléckner & Co AG into Klockner & Co SE with respect to the
appointment of members of the Supervisory Board by a court.

Removal

Pursuant to Section 103 para. 1 of the German Stock Corporation Act,
members of the Supervisory Board of a stock corporation who have been
elected by the General Meeting without the General Meeting having been
bound by an election proposal, may be removed by the Stock-holders’
Meeting prior to the expiration of their term of office. The resolution requires
a majority of at least three quarters of the votes cast. The Articles of Asso-
ciation may stipulate another majority and further requirements. Further-
more, the competent court may — upon request of the Supervisory Board—
remove a member of the Supervisory Board if there is good cause on the
part of the Supervisory Board member personally. The Supervisory Board
will decide on the submission of the motion with simple majority (Section
103 para. 3 of the German Stock Corporation Act).

The SE Regulation and the German SE Implementation Act do not contain
provisions on the removal of members of the Supervisory Board of an SE,
which means that the provisions contained in the stock corporation law of
the Member State in which the SE has its seat will apply on the basis of Art.
9 para. 1 lit. (c) (ii) of the SE Regulation.

Therefore and unless any deviating agreement on the involvement of em-
ployees has been reached, the removal of the members of the Supervisory
Board of Klockner & Co SE is subject to the same provisions as the re-
moval of the shareholder representatives on the Supervisory Board of
Kléckner & Co AG, so that no changes will result from the conversion in this
respect.

Internal organisation

The Supervisory Board of a stock corporation must elect a chairman and a
deputy chairman among its members (Section 107 para. 1 sentence 1 of
the German Stock Corporation Act). The Supervisory Board of a stock cor-
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poration furthermore has a quorum — subject to any deviating provisions in
the Articles of Association — if at least half of its members participate in the
adoption of a resolution (Section 108 para. 2 sentence 2 of the German
Stock Corporation Act).

The Supervisory Board of an SE must also elect a chairman among its
members (Art. 42 sentence 1 of the SE Regulation). Furthermore, the Su-
pervisory Board of an SE will also elect a deputy chairman pursuant to Sec-
tion 107 para. 1 of the German Stock Corporation Act.

Unless otherwise provided for in the Articles of Association, the Supervisory
Board of an SE will have a quorum if at least half its members are present
(Art. 50 para. 1 lit. (a) of the SE Regulation) and will decide with the major-
ity of the members present or represented (Art. 50 para. 1 lit. (b) of the SE
Regulation). Pursuant to Art. 50 para. 2 of the SE Regulation, the vote cast
by the chairman of the Supervisory Board of an SE will be decisive in case
of a tie. The Articles of Association may, however, stipulate otherwise (in
case the Supervisory Board does not comprise 50% shareholder represen-
tatives and 50% employee representatives). If the chairman of the Supervi-
sory Board is prevented from participating in the vote, the vote cast by his
deputy will be decisive in case of a tie (with an exception applying only if
the Supervisory Board is subject to parity participation: if the deputy repre-
sents the employees, the vote cast by him must not be decisive).

In accordance with the above provisions, the Articles of Association of
Kléckner & Co SE as well as those of Kléckner & Co AG stipulate that the
Supervisory Board will elect a Chairman and a Deputy Chairman among its
members (Section 10 para. (1) of the Articles of Association of Kléck-
ner & Co SE; Section 9 para. (1) of the Articles of Association of Kléck-
ner & Co AG). However, neither the Articles of Association of Kléckner & Co
SE nor the Articles of Association of Kléckner & Co AG contain any provi-
sions on the quorum required for the Supervisory Board of Kléckner & Co
SE to adopt resolutions or on the weighting of the vote cast by the Chair-
man of the Supervisory Board in case of a tie. Therefore, the legal provi-
sions will apply in this respect, so that the Supervisory Board of Kloéck-
ner & Co SE has a quorum if at least half its members are present or repre-
sented; in case of a tie, the vote cast by the Chairman — and if he is pre-
vented, the vote cast by his deputy — will be decisive.

This means that, apart from the deviations described (and unless otherwise
agreed in the agreement on the involvement of employees), no significant
changes will result from the conversion of Kléckner & Co AG into Klock-
ner & Co SE in this respect.

Convening and frequency of meetings

Each member of the Supervisory Board or the Management Board of a
stock corporation may request that the chairman of the Supervisory Board
convenes a meeting of the Supervisory Board without undue delay (un-
verziiglich), with such request stipulating the purpose of and reasons for
such meeting. The meeting must be held within two weeks after having
been convened; if the request is not complied with, the meeting may be
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convened by the member of the Supervisory Board or the Management
Board, with invitation stipulating issues and agenda of the meeting (Section
110 paras. 1 and 2 of the German Stock Corporation Act).

Pursuant to Section 110 para. 3 sentence 1 of the German Stock Corpora-
tion Act, the Supervisory Board of companies listed on a stock exchange,
which is the case of Kléckner & Co AG, must hold two meetings in the first
half of the calendar year and two meetings in the second half.

These provisions also apply to Kldckner & Co SE on the basis of the refer-
ence contained in Art. 9 para. 1 lit. (c) (ii) of the SE Regulation, so that no
changes will result from the conversion of Kléckner & Co AG into Kldck-
ner & Co SE in this respect.

Remuneration of Supervisory Board members, agreements with Su-
pervisory Board members, granting loans to Supervisory Board
members

The provisions of stock corporation law referring to the remuneration of Su-
pervisory Board members, agreements with Supervisory Board members
and the granting of loans to Supervisory Board members (Sections 113 to
115 of the German Stock Corporation Act) are also applicable to an SE due
to the reference contained in Art. 9 para. 1 lit. (c) (ii) of the SE Regulation.
Thus, no changes will result from the conversion.

The provisions on the remuneration of the Supervisory Board of Klock-
ner & Co SE contained in the Articles of Association of Kléckner & Co SE in
some points deviate from the provisions applicable to the Supervisory
Board of Kléckner & Co AG, with such deviations not resulting from the
conversion. Please refer to clause 6.2.14 of this Conversion Report for
more information on this issue.

Duty of care and obligation of secrecy

The members of the Supervisory Board of a stock corporation must act with
due care, as reasonably expected from a prudent and conscientious Su-
pervisory Board member in the exercise of his duties (Section 116 sentence
1 of the German Stock Corporation Act in conjunction with Section 93 para.
1 sentence 1 of the German Stock Corporation Act). Members of the Su-
pervisory Board must, in particular, maintain secrecy with regard to confi-
dential reports received as well as confidential discussions (Section 116
sentence 2 of the German Stock Corporation Act).

This applies accordingly to an SE having its seat in Germany: Art. 51 of the
SE Regulation refers to the provisions applicable to stock corporations as
regards the liability of members of the Supervisory Board. Moreover, Art. 49
of the SE Regulation expressly stipulates that members of the executive
bodies of an SE - i.e. also members of an SE Supervisory Board — must
not, even after they have ceased to hold office, divulge any information
concerning the SE, the disclosure of which might be prejudicial to the com-
pany’s interests, except where such disclosure is required or permitted un-
der national law provisions applicable to stock corporations in the Member
State in which the SE has its seat, or is in the public interest. With respect
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to contents, however, this explicit determination of the obligation of secrecy
which remains applicable after an individual has ceased to be a member of
an executive body does not mean any changes as the continued existence
of the obligation of secrecy has been recognised in German stock corpora-
tion law.

Therefore, no changes will result from the conversion of Kléckner & Co AG
into Kléckner & Co SE in this respect.

453 General Meeting

In a German stock corporation, the shareholders exercise their rights with
respect to Company matters in the General Meeting, unless otherwise pro-
vided for by law (Section 118 para. 1 of the German Stock Corporation Act).
The members of the Management Board and Supervisory Board shall par-
ticipate in the General Meeting (Section 118 para. 2 sentence 1 of the
German Stock Corporation Act).

This shall also apply to the SE with its seat in Germany so that the conver-
sion from Kléckner & Co AG into Klockner & Co SE will not lead to any dif-
ference in this respect.

Responsibilities of the General Meeting

Pursuant to Section 119 para. 1 of the German Stock Corporation Act, the
General Meeting of a German stock corporation shall in the cases ex-
pressly specified by law and in the Articles of Association resolve on

- the appointment of the members of the Supervisory Board, unless
they are to be appointed to the Supervisory Board or elected as Su-
pervisory Board members of the employees pursuant to the German
Employee Participation Act, the German Supplementary Employee
Participation Act (Mitbestimmungsergdnzungsgesetz), the German
One-third Participation Act or the German Act on the Participation of
Employees in Case of a Cross-border Merger (Gesetz iber die Mit-
bestimmung der Arbeitnehmer bei einer grenziiberschreitenden
Verschmelzung),

- the allocation of the balance-sheet profit;

- the formal approval of the acts of the Management Board and Su-
pervisory Board members;

- the appointment of the auditor (Abschlussprtifer);
- amendments to the Articles of Association;
- measures of capital procurement and capital reduction;

- appointment of auditors to audit processes relating to the formation
or management; and

- the dissolution of the Company.

Responsibilities of the General Meeting of a German stock corporation can
also be found elsewhere in the law, including e.g. the responsibility for
resolutions on measures under the German Corporate Transformation Act
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(in particular mergers, divisions and changes of legal form), inter-company
agreements (Sections 291 et seq. of the German Stock Corporation Act),
exclusion of minority shareholders (so-called squeeze-out pursuant to Sec-
tions 327a et seq. of the German Stock Corporation Act), convertible
bonds, income bonds and profit participation rights (Section 221 of the
German Stock Corporation Act), waiver or settlement of compensation
claims (Sections 50, 93 para. 4, 116 of the German Stock Corporation Act).

The General Meeting may generally only decide on activities of the man-
agement — apart from the cases expressly referred to it by law — if the Man-
agement Board so requires (Section 119 para. 2 of the German Stock Cor-
poration Act). However, the Federal Court of Justice (Bundesgerichtshof —
BGH) permitted exceptions from this principle in its so-called “Holzmuller®
and “Gelatine” decisions: The General Meeting of the stock corporation has
a limited special responsibility for decisions where the Management Board
— as set out in the “Holzmdller” decision — “cannot reasonably assume that
it may decide exclusively in its own responsibility without involving the
General Meeting”.

The responsibilities of the General Meeting of a German stock corporation
largely correspond to the responsibilities of the General Meeting of an SE
with seat in Germany. Art. 52 sub-para. 2 of the SE Regulation provides
that the General Meeting of an SE shall resolve on the matters which have
been submitted — either pursuant to legal provisions or pursuant to statutory
provisions corresponding to such legal provisions — to the responsibility of
the General Meeting of a stock corporation governed by the laws of the
Member State in which the SE has its seat.

It has not yet been clarified in literature and court decisions whether the fur-
ther development of the law by judicial decisions shall also be covered by
Art. 52 sub-para. 2 of the SE Regulation and thus apply to an SE with seat
in Germany. Pursuant to the (presumably) prevailing view, this question is
to be affirmed as legal provisions of the Member State in which the SE has
its seat also cover the case law of this Member State. On this basis, the
General Meeting of the SE is responsible for resolutions on management
activities to the same extent as the General Meeting of a German stock
corporation, as established by the “Holzmdller” and “Gelatine” decisions of
the Federal Court of Justice.

Furthermore, the General Meeting of the SE is responsible for matters for
which it is responsible by virtue of the SE Regulation or the relevant law
implementing the SE Directive in the state in which the SE has its seat,
which is the German SE Employee Involvement Act in Germany. Such mat-
ters include, in particular, the cross-border relocation of the seat of the SE
pursuant to Art. 8 of the SE Regulation and the reconversion of the SE into
a stock corporation (Art. 66 of the SE Regulation). Furthermore, it is ex-
pressly specified in the SE Regulation that the General Meeting shall be
responsible for resolving on amendments to the Articles of Association (Art.
59 of the SE Regulation) and appointing the Supervisory Board members
(Art. 40 para. 2 of the SE Regulation), which is in accordance with the pro-
visions of the German Stock Corporation Act.
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In this respect, no changes as to contents will result from the conversion
into the legal form of an SE as comparable measures affecting a German
stock corporation must also be resolved upon by the General Meeting since
they constitute resolutions changing the Articles of Association.

Convening the General Meeting/organisation and procedure

With the stock corporation, the General Meeting shall be convened in the
cases provided for by law or in the Articles of Association and if required for
the corporation’s welfare (Section 121 para. 1 of the German Stock Corpo-
ration Act). In the latter case, the Supervisory Board shall also convene a
General Meeting (Section 111 para. 3 sentence 1 of the German Stock
Corporation Act). The same shall apply to the SE with seat in Germany due
to the reference in Art. 54 para. 2 SE Regulation to German stock corpora-
tion law.

Contrary to the German stock corporation whose General Meeting is held
in the first eight months of the business year (Section 175 para. 1 sentence
2 of the German Stock Corporation Act), the General Meeting of the SE
shall be held at least once in each calendar year within six months after the
end of the business year (Art. 54 para. 1 of the SE Regulation). The Articles
of Association of Klockner & Co SE meet this requirement in Section 20
para. (2) sentence 1 which insofar deviates from Section 19 para. (2) sen-
tence 1 of the Articles of Association of Kldckner & Co AG.

With respect to convening the General Meeting and amending the agenda
on request of a minority, the SE Regulation partly contains own provisions
for the SE which supersede the provisions of the German Stock Corpora-
tion Act; as a result, this does not lead 