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KHD HUMBOLDT WEDAG INTERNATIONAL LTD.

DEAR SHAREHOLDERS

As we continue through 2009, our focus remains anaging our assets in a manner that preserveshsh@dee value and structuring our
company to capitalize on opportunities that willexge in the short to medium term as the global @sdes begin to emerge from the
dramatic slowdown that we have experienced ovelatsteyear.

In the first half of 2009, KHD has continuexdinplement its operational restructuring plansiider to mitigate the impact of slowing ori
intake and reduction in order backlog. The biggastact on revenues due to this reduction in ondigkie is likely to be in 2010 and beyond.
Market conditions remain difficult as our largegstmers focus on cost reduction and rebuilding thedance sheets, although there are
pockets of stronger activity in India, the MiddladE and North Africa.

The results of the first half and second cprast 2009 are discussed in more detail belowvierall terms, the results reflect the ‘late-cycle
nature of KHD’s business. Revenues remain at a tgad due to the strength of the order backlog,dvder intake has slowed down
significantly. Gross profit levels demonstrate ¢oned efficient project execution despite the niegatffects of restructuring costs associated
with a write-down of inventories and losses on feated contracts.

In our March letter to shareholders, we ex@dithat as part of our restructuring efforts weilldde forming groups responsible on a
company-wide basis for all bidding, engineeringaqurement and project management, and that thigogrould be developing standardized
designs, bidding processes and procurement tearttse second quarter, as part of this streamlinfrmur organization in connection with ¢
global restructuring initiative, we redeployed ed@rtof our engineers to establish a separate gexghysively dedicated to sales and
marketing, which is no longer involved in projegeeution and delivery functions. This will allow tesbetter monitor and control our sales
and marketing costs. As a result of the shift afsales and marketing focus in the current petiggher sales and marketing costs are
included in selling, general and administrativeenges in the current period.
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD.

In the past, our operational model was structuredral an
integrated project delivery approach that includt@spects of th
project process, including tendering, engineerind) sales and
marketing.

Through the second quarter of 2009, therebkas no material
change in the “contracts at risk” category of oacldog. KHD’s
operating income has been significantly impacted Bybstantial
reduction in the income derived from its interesairesource
property. The decline is attributed to lower praitut by the
operators and reduced commaodity prices. In additi@nhave
incurred restructuring costs as we react to theeatienvironment
and outlook. Operating income has also been adydémspacted
by the operational gearing of the business asudt refsthe
reduction in sales during the period.

FIRST-HALF OPERATING RESULTS

For the six months ended June 30, 2009, KHiDnted a
decrease in revenues of 23% to $218.0 million aspeved to
revenues of $281.1 million for the six months endeade 30, 200!
Cement revenues fell by 22% to $188.0 million aodl @and
minerals revenues fell by 24% to $29.9 million floe six months
ended June 30, 2009, as compared to $241.8 mdhan
$39.3 million, respectively, for the six months eddlune 30,
2008.

Gross profit margin, excluding losses on terminatestomer
contracts and restructuring costs associated wittwtrite-down of
inventories, was 20% compared to 19% for the saani@gin
2008. The slight increase in gross profit margithia six-month
period ended June 30, 2009 can be attributed tocantinuing
efficient execution and delivery of projects in aatance with the
financial, scheduling and quality parameters sesfich projects,
and the reduction of sales and marketing costsided in project
costs as a result of the shift of sales and marfgdticus.

Selling, general and administrative expensesiuding stock-
based compensation, increased from $26.9 milligg8a5 million
during the period. This was due in part to inclgdivigher sales
and marketing costs.

KHD'’s net loss for the six months ended JudeZ®09 was
$6.2 million, as compared to a net profit of $2million for the
same period in 2008. This includes a total of $18illion (before
tax) of oneeff costs, consisting of a loss on terminated Gif of
$2.1 million, restructuring costs relating to thete-down of
inventories of $1.1 million, other restructuringst®of $6.8
million, and $9.5 million relating to the settlent@r the
investment in the preferred shares of KHD’s forsosidiaries.
On a diluted basis, losses per share were $0.2ifirst half of
2009, compared with earnings per share of $0.88drdirst half of
2008.
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD.
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD.

ORDER BACKLOG BY REGION Q2.09
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KHD'’s balance sheet remains strong: at theaéride second
quarter of 2009, KHD had $356.8 million in cashsttaquivalents
and short-term cash deposits. The reduction ihethed of cash
reflects the effects of working capital movemerg®ar order
backlog decreases. Shareholders’ equity was $26iflién as at
June 30, 2009.

Order intake is defined as the total valualbbrders received
during the respective period, while order backkbdéfined as the
value of orders received but not yet fulfilled.

Order intake for the six months ended June&B809 was
$112.2 million, a decrease of 82% compared witHfitlse six
months of 2008. This reflects the current low lesetlemand for
new cement capacity as well as the strong perfocmanthe
comparative period. Approximately 57% of the tatader intake i
the first six months of 2009 came from the Asiagion, primarily
India.
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Of the total order intake, cement order intake $@&.6 million in
the first half of 2009, a decrease of 84% from ord&ake of
$561.2 million in the first half of 2008. Coal andnerals order
intake decreased by 59% in the first half of 20@@nf

$47.6 million to $19.6 million.

Order backlog as of June 30, 2009 was $731llibm which
represents a decrease of 44% compared with the ganoel in
2008. The majority of the order backlog is in therl’'s emerging
economies: 44% in Russia and Eastern Europe, 33%iimand
13% in the Middle East. Of the total order backlagproximately
17% is categorized as “at risk.”

Cement order backlog as at June 30, 2009 664.8 million.
This represents a decrease of 44% from the comelapg period
in 2008. Approximately 5% of this decrease cantbéated to
cancelled contracts. Over 90% of this contractezklog is in the
emerging economies of Russia and Eastern Europia afd the
Middle East. Coal and minerals backlog was $6618anias at
June 30, 2009, a reduction of 36% from June 308Z

PRESIDENT'S REPORT

4




Table of Contents

KHD HUMBOLDT WEDAG INTERNATIONAL LTD.






PRESIDENT’'S REPORT

5




Table of Contents

KHD HUMBOLDT WEDAG INTERNATIONAL LTD.

SECOND QUARTER OPERATING RESULTS

For the quarter ended June 30, 2009, KHD repogeénues of
$105.8 million, a 27% decrease from the $144.2ionilteported
for the second quarter of 2008. Cement revenues wer

$91.3 million in the quarter, a 28% decrease aspeoad to
cement revenues of $127.0 million for the secorattgu of 2008.
Coal and minerals revenues decreased by 15% frah2 $illion
to $14.6 million in the quarter ended June 30, 2008

Gross profit margin, excluding losses on teated customer
contracts and restructuring costs associated witlwtrite-down of
inventories, improved to 23% in the second quart&009 from
20% in the comparable period of 2008. The incréageoss profit
margin in the quarter ended June 30, 2009 cantibleutéd to our
continuing efficient execution and delivery of @cis in
accordance with the financial, scheduling and dgualarameters
set for such projects. As discussed above, portibiisis increase
are also attributable to the shift in our sales madketing focus,
resulting in fewer sales and marketing costs inetlich project
costs.

Selling, general and administrative expenses, exuiustock-
based compensation, increased by 60% to $22.5omiluring the
current quarter from $14.1 million for the secongder of 2008.
As previously discussed, this was due in part ¢tuising higher
sales and marketing costs, due to our shift ofsales and
marketing focus.

The net loss for the second quarter of 2009 $va5 million,
compared to a net profit of $19.7 million for theeree period in
2008. On a diluted basis, losses per share wegs $0the current
quarter, compared with earnings per share of $i0.684e second
quarter of 2008.

Order intake for the quarter ended June 3092@as very
disappointing. Order intake was $31.1 million, esggmting only
10% of the level achieved in the comparable quant@008.
However, this was against a very difficult compaegteriod.
Order intake in the second quarter of 2008 waditjeest ever
recorded by KHD.

Cement order intake was $22.4 million and ewal minerals
order intake was $8.7 million in the second quaofe2009. These
represent declines of 93% and 56%, respectivelgoagpared wit
the second quarter of 20(
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD.

PROGRESS OF THE 2009 FOCUS

We continue to plan for a significant reductiorthe level of
activity in 2010 and beyond. We are refocusing onamre cemer
operations and proceeding as planned with ouruesiring
program. As described in greater detail in our nesbareholder
communications, we are aligning capacities to chang market
demands, allocating resources depending on gedgedpteeds
and focusing on markets and equipment that willtroee
objective of offering cost-effective solutions torcustomers. As
part of the program, we are undertaking severghinies to
transform the structural efficiency of our operatiavorldwide an
to create a streamlined organization focused onatipeal
excellence.

Our new operational model has been designetktt the neer
of our new and existing customers. It featuresrdarakoffice
which will serve as our global support and managsdroenter,
providing standardized and efficient support sexsimcluding
finance, engineering, sales and marketing, produdtproject
management, procurement and research and develgpnen
whose main role will be to develop, manage and suppe

implementation of our operative business stratedieaddition,
we have created four regional customer serviceecghd serve ot
customers located in the respective regions. Toesters will
allow us to provide services to our customers tgetatheir
specific regional needs, enabling price competitdégs, global
integration, alignment with customer needs andcagmn
excellence.

This new operating structure has now becorfezfe with the
creation of four customer service centers sentiegégions of
Europe, the Middle East and Africa (EMEA), Russi&dndia
and the Americas, with KHD Central serving as dobgl support
and management center. Despite the current maokelitons, we
continue to invest in research and developmentdimtain our
competitive position and aim to build up our seevidferings so
that we can increase the proportion of our revefioes less
cyclical and more stable revenue streams.

We continue to negotiate the terms of a pregdsansaction fc
the divestment of our coal and minerals businedsoan workshoj
in Cologne, German
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD.

Based on the current global market conditions armainty in
project financing, we believe that the businessrenment will
remain challenging in the short term. Many cousttiave
established stimulus packages that should boosawuierior
construction and construction materials. Thisksl to have a
positive effect on the demand for our products sewtices in the
short to medium term. We continue our efforts tplere the
current business opportunities. Our focus will théhie areas that
show significant sales opportunities, most notablindia and
North Africa. In these areas we estim

that the short-term demand for our products andees will be
satisfactory; elsewhere the short-term demandraiifiain weak.
Opportunities for larger projects such as new ‘gfiedd’ capacity
have become scarce, with these opportunities aapsraround a
third of the level of the previous year. The mauportunities for
KHD are in smaller projects that are typically feed on upgrades
and efficiency improvements. We are still seeirgigaificant
number of enquiries in this latter area. In gendralvever,
customers remain reluctant to make firm commitméentsew
projects of any size.

Respectfully Submitted,

||"‘|
e = 4&1’1
\x_

Jouni Salo
President and Chief Executive Offic
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD.
Form 51-102F1

MANAGEMENT’S DISCUSSION AND ANALYSIS
(August 13, 2009)

The following discussion and analysis of our finahcondition and results of operations for theethrand six-
month periods ended June 30, 2009 should be rez@hjnnction with our 2008 annual (as containedun2008
annual report on Form 20-F) and quarterly constdididinancial statements and related notes. Oanfial
statements were prepared in accordance with Camgédizerally accepted accounting principles (“GAAR)r a
reconciliation of our 2008 audited consolidatecfinial statements to U.S. GAAP, see Note 31 t®608 audited
consolidated financial statements in our 2008 ahrgpert on Form 20-F.

We are a foreign private issuer with a class ofigges registered under Section 12(b) of the Whi¢ates
Securities Exchange Act of 193d4s amended. As a result, the following discusaimhanalysis of our financial
condition and results of operations for the tworgemded December 31, 2008 and 2007 has beentexgtfazm oul
annual report on Form 20-F, as filed with the UthiBtates Securities and Exchange Commission onHvEfc
2009.

Disclaimer for Forward-Looking Information

Certain statements in this quarterly report arevéwd-looking statements, which reflect our managstae
expectations regarding our future growth, resulisperations, performance and business prospedts an
opportunities. Forward-looking statements condistatements that are not purely historical, inaigdany
statements regarding beliefs, plans, expectatioigentions regarding the future. While these farg¢looking
statements, and any assumptions upon which thelyasesl, are made in good faith and reflect oureotijudgment
regarding the direction of our business, actualltevill almost always vary, sometimes materialtpm any
estimates, predictions, projections, assumptioregieer future performance suggested herein. Naasse can be
given that any of the events anticipated by thevéwd-looking statements will occur or, if they docar, what
benefits we will obtain from them. These forwardhong statements reflect management’s current veavesare
based on certain assumptions and speak only asgufsh 13, 2009. These assumptions, which include
management’s current expectations, estimates aungdions about certain projects and the marketspeeate in,
the global economic environment, interest ratesharge rates and our ability to attract and retagiomers and to
manage our assets and operating costs, may prdeeit@orrect. A number of risks and uncertaintiesld cause
our actual results to differ materially from thaseressed or implied by the forward-looking statetseincluding:
(1) a continued downturn in general economic camaktin Asia, Europe, Russia, Eastern Europe, thuzlld East,
the United States and internationally, including dontinued worldwide economic downturn resultirapf the
effects of the subprime lending and general creditket crises, volatile energy costs, decreasesurnar
confidence and other factors, (2) continuing desedademand for our products, including the renagoti, delay
and/or cancellation of projects by our customersthe reduction in the number of project opporiesit(3) a
continuing decrease in the demand for cement, mii@nd related products, (4) the number of congstivith
competitively priced products and services, (53pici development or other initiatives by our conitpeg, (6) shift:
in industry capacity, (7) fluctuations in foreigrchange and interest rates, (8) fluctuations inlabiity and cost of
raw materials or energy, (9) delays in the stagrofects included in our forecasts, (10) delaythaimplementatio
of projects included in our forecasts and disputgarding the performance of our services, (11utheertainty of
government regulation and politics in Asia andMiddle East and other markets, (12) potential niggdinancial
impact from regulatory investigations, claims, laits and other legal proceedings and challeng&3 thie timing
and extent of our restructuring program and th&euesiring charges to be incurred in connectiometwith, and
(14) other factors beyond our control.

There is a significant risk that our forecasts atiter forward-looking statements will not provebmaccurate.
Investors are cautioned not to place undue reliandbese forward-looking statements. No forwaking
statement is a guarantee of future results. Exagpequired by law, we disclaim any intention oligaiion to
update or revise any forward-looking statementsthwr as a result of new information, future eventstherwise.
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Additional information about these and other asdionp, risks and uncertainties are set out in duien
entitled “Risk Factors and Uncertainties” below.

Nature of Business

During the period ended June 30, 2009, we operatedo reportable segments consisting of (i) arustdal
plant engineering and equipment supply businesgigralir interest in the Wabush iron ore mine. Begments are
managed separately because each requires diffasrggement skills. The industrial plant engineeand
equipment supply segment is our active core busjmeguiring a variety of production and marketitigitegies. O1
interest in the Wabush iron ore mine is a passivestment, requiring diligent monitoring to asstre royalties we
receive are correct and our interests are protected

Description of our Industrial Plant Engineering andEquipment Supply Busines

Founded in 1856, we are a leader in supplying teldgies, engineering and equipment for cement, aodl
mineral processing. The two major customer grodmioindustrial plant engineering and equipmeny
segment are in the cement and coal and mineralstnes. Services to these two customer group®sharuse of
the same pool of human and capital resources w#herct to finance, accounting, general supportiakd
management. We supply plant systems as well asin@aghand equipment worldwide for the manufacture o
cement and the processing of coal and mineralsthehéor new plants, redevelopments of existingngar
capacity increases for existing plants. We desighpovide equipment that produces clinker and ceraed
processes coal and minerals such as copper andysenetals. We offer detail engineering, plant agdipment fc
complete plants and plant sections including madation and capacity increase measures, as walltagnation
and process control equipment. We have operatiohwdia, China, Russia, Germany, the Middle Eaststralia,
South Africa and the United States.

The scope of our activities ranges from the exatiinand analysis of deposits, scale-up tests iroaun test
center, technical and economic consulting, engingdor plants that produce clinker and cement jgmdtess coal
and minerals, such as copper and other preciowssraid systems, plant and equipment for complatggpand
plant sections including modernization and capaaoityease measures, as well as automation andssraoatrol
equipment, project planning, feasibility studiesymaterial testing, research and developmentding, erection
and commissioning, personnel training and pre arsd gales service.

Royalty Interes— Wabush Iron Ore Mine

We participate in a royalty interest which consafts mining sub-lease of the lands upon whichvrebush
iron ore mine is situated which sub-leasenmenced in 1956 and expires in 2055. The lessknoll Lake Mineral:
Ltd., which holds a mining lease from the Provioé&ewfoundland, Canada. The lease requires thmpayof
royalties to Knoll Lake Minerals of Cdn$0.22 pen ton shipments of iron ore from the Wabush ironronee. Iron
ore is shipped from the Wabush iron ore mine tofédNoire, Quebec, Canada, where it is pelletize@008, 2007
and 2006, 3.9 million, 4.8 million and 4.1 millitons of pellets of iron ore, respectively, werggled from the
Wabush iron ore mine.

The Wabush iron ore mine is operated by an unirwatpd joint venture consisting of Wabush Iron Co.
Limited, Dofasco Inc., U.S. Steel Canada Inc. atifistMining Company Inc., which pays royaltiesttte holder of
the royalty interest based upon the amount of in@nshipped from the Wabush iron ore mine. Pursigatite terms
of the mining sub-lease, this royalty payment kgyjthint venture is not to be less than Cdn$3.2%aniper annum
until the expiry of the mining sub-lease in 20551P87, the royalty rate specified in the basegwias amended to
require a base royalty rate of Cdn$1.685 per tdh escalations as defined by agreement. Iron dygisally sold
either as a concentrate, whereby the iron ore gganular form, or as a pellet, whereby iron orecemtrate has be:
mixed with a binding agent, formed into a pelletl &inen fired in a furnace. Iron ore pellets carcharged directly
into blast furnaces without further processing ar@primarily used to produce pig iron which is seduently
transformed into steel. As such, the demand andezprently the pricing of iron ore is dependent ughenraw
material requirements of integrated steel produd2esnand for blast furnace steel is in turn cytlioanature and is
influenced by, among other things, the level ofagaheconomic activity.

Although no assurance as to future production tewah be provided, since the operator of the Walvastore
mine is owned by the joint venture of steel prods@and traders, production from the mine has beaemlly
maintained at relatively consistent levels.

In December, 2005, we commenced a lawsuit agairétsh Iron Co. Limited, Dofasco Inc., Stelco Inud a
Cliffs Mining Company Inc. claiming that such padibreached their contractual and fiduciary duties
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inaccurately reporting and substantially underpgyire royalties properly due under the lease. Wekso claiming
reimbursement for the substantial costs that we lrasurred in connection with our investigatiorisuch matters.
The parties have proceeded to arbitration in camreevith the outstanding issues related to thestautiial
underpayment of royalties. Examinations for diseg\veave been completed and the arbitration pargatéearing
the arbitration in March, 2009 and completed hegtive arbitration in early August, 2009. We antdethat a
decision will be rendered in 2009.

Discontinued Operation:
Disposition of Financial Services Operatic

In December, 2005, our board of directors passed@ution to distribute the majority of our findaicservices
business to our shareholders. Our board of directetermined that the separation of our finan@alises business
from our industrial plant engineering and equipnsrply business would enhance the success ofbsihesses
and maximize shareholder value over the long tgrrartabling each company to pursue its own focussatkgy
and enable investors to evaluate the financialoperdnce, strategies and other characteristicsatf basiness in
comparison to other companies within their respedtidustries. In connection with the distributiorg ensured th:
we preserved our entitlement to Mass Financial Cogxempt surplus earned in respect of our compaualythat
inter-corporate indebtedness between our compathyviss Financial be eliminated in a tax-efficieasis.
Pursuant to this resolution, we entered into awegiring agreement, a share exchange agreemeatmeanding
agreement, a loan agreement, a pledge agreensatipfh agreement and a letter agreement with Massrigiaa At
the time of the share exchange, the carrying amofuodir investment in the Mass Financial group was
$191.3 million (Cdn$218.8 million) (including a cancy translation adjustments loss of $22.7 mi)li@ur equity
interest in Mass Financial was exchanged for prefeshares of Mass Financial and one of its sudorsédi with an
exchange value of $168.6 million (Cdn$192.9 miljion

Upon the closing of the restructuring and shardnarge agreements, Mass Financial held all the diahn
services business of our company, except for MFhb@ate Services AG and our royalty interest in\Weabush
iron ore mine, and our company held all Class Bepred shares and Class A common shares in thteatapMass
Financial.

On January 31, 2006, we completed the distributfathe Class A common shares of Mass Financialito o
shareholders by way of a stock dividend of a noiran@ount. This resulted in our financial servicesibess being
held by Mass Financial as a separate company.

For more information about the disposition of danafcial services operations, please see informataler the
section entitled “Discontinued Operations — Distiosi of Financial Services Operations” in our arlme@ort on
Form 20-F.

In connection with the preparation of our finanatdtements for the year ended December 31, 2098 ok
steps to determine the fair value of the prefesfamtes of Mass Financial and one of its formerigidiges. The
preferred shares were classified as availabledt®-securities and quoted market prices were raitable. Since
guoted market prices were not available, we deterththe fair value of these preferred shares wsitigcounted
cash flow model and considered the quoted marke¢gpof securities with similar characteristicsr @aterminatiol
of fair value considered various assumptions, idiclg time value, yield curve and other relevantnecoic
measures. As a result, we recognized a fair valse ¢f $55.1 million on our investment in the prefd shares of
the former subsidiaries at December 31, 2008. Tareno change in fair value in terms of Canadultacs in the
first or second quarters of 2009. We entered iefgotiations with Mass Financial in an effort to @ta an
agreement regarding the realization of the econeaiige of the preferred shares by way of redempifahe share
and on May 12, 2009, we entered into and completeeffinitive agreement with Mass Financial. For enor
information, see the section entitled “Settlemdr@ferred Shares of Mass Financial and its FoSudasidiary”.

Real Estate and Other Interes

In March, 2007, and amended on June 29, 2007, veeeshinto an arrangement agreement with SWA Reit a
Investments Ltd., a corporation governed by theslahBarbados, contemplating an arrangement whesebggree
to transfer certain non-core real estate intestisother assets indirectly held by us to SWA Redt then distribute
all of the Austrian depositary certificates reprdsg the common shares of SWA Reit held by usuto o
shareholders in exchange for a reduction of the ppicapital with respect to our common sharesteBsper 25,
2007 was set as the record date for the distributaour shareholders of the Austrian depositoryifazates
representing the common shares of SWA Reit, atlwtimce we effectively distributed, by way of redoct of
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capital, our ownership interest in SWA Reit. Sitleen, we no longer hold any real estate inter€xtsthe
distribution date, the fair value of the net aseétSWA Reit amounted to $56.3 million (Cdn$56.2liom), which
also equalled their book value. The real estatrédists and other assets transferred to SWA Red na@r
complimentary to our industrial plant engineerimgl &quipment supply business. The distribution $tAan
depositary certificates did not significantly charthe economic interests of our shareholders imslsets of our
company.

Results of Operations
Impact of the Current Economic Condition

The economies in many of our principal marketsiuiding Asia, Russia, Eastern Europe and the Mi&aist,
continue to undergo a period of uncertainty relatethe tightening of credit markets worldwide. § hias resulted
numerous adverse effects, including unprecederakility in financial markets and stock pricewer economic
activity, decreased consumer confidence and contsnpdces, reduced corporate profits and capitahsiing,
increased unemployment, liquidity concerns andtitelaut generally declining energy prices. A sfarant portion
of our business includes selling capital equipntermement producers. Many of our customers have hffected b
the current economic situation, primarily by expading a reduction in their ability to secure Idegn financing
for their infrastructure projects and by a reductio the demand for clinker and cement.

The current economic conditions and the credittsigerhave had, and we anticipate will continueaieeh an
adverse impact on the construction and relatedstnigis in many of our markets, as constructiongutsj are
dependent on the availability of long-term finamgikVhile some of our regional markets, such asalagid North
Africa, are generating new business, the majoffityuw principal markets appear to have stabilizea much lower
level of activity than existed prior to the econoruiisis. Although cement prices remain at reldyivensistent
levels as compared to 2007, the economic unceytdhnd reduction in the availability of long-termedit and the
reduction in the demand for clinker and cement hragelted in a significant reduction in new infrasture
investments for increases in the production ofkeimand cement. Many of our customers are relipohwaccess to
credit and equity capital markets to finance thgguts for which they use our products and servidese economi
environment continues to be less favourable thhastbeen in recent years, we may experience amuedt
reduction in the demand for our products and sesvithese slower economic conditions could leddwer
revenues for our company in future years.

We continue to experience an impact from the slowdof the global economy as our order intake fergfx-
month period ended June 30, 2009 decreased by &toédthe six-month period ended June 30, 2008s Thi
decrease in order intake was a result of delapsdject awards by customers reviewing their finagalternatives
in light of the prevailing tight credit markets atie cancellation of planned projects due to camabout future
demand.

We continue to critically review every project inrdoacklog on a regular basis. Such reviews asglesther
project execution, customer billing and collecti@mns progressing according to a project’s contadrms and
include discussions with our customers and supplids at December 31, 2008, we determined thatihaunt of
contracts at risk included in our order intake badklog was $159.2 million. There were no significadditional
contract cancellations during the six-month pegaded June 30, 2009. As at June 30, 2009, our iddie
decreased to $112.2 million compared to $608.4anillor the six-month period ended June 30, 20048eD
backlog at June 30, 2009 was $731.7 million conph&re$1.3 billion as at June 30, 2008.

As at June 30, 2009, the amount of contracts kimduded in our order backlog was $126.8 millidhe at
risk projects in our backlog fall into two categesi (i) projects where the clients are considectmgnges in the
scope of such projects, and (ii) projects wherentt require additional financing to continue tanpbetion. We are
actively working with our customers to evaluate theised costs and completion schedules for pej@ith scope
changes. We are still in discussions with customérs require additional financing to complete thainjects, whil
continually assessing whether formal contract teatidns are economically more attractive than emttdelays
with uncertain outcomes. Costs incurred to datecamdmitments to suppliers for uncompleted purctuaders
relating to the at risk contracts amount to $92illan. Payments received from customers, includidyance
payments relating to the at risk contracts, ameu®64.5 million. Provisions of $19.2 million hakeen established
and we have incurred $10.2 million of costs, madhlying 2008. In addition to contracts at risk ur order backlog
as at June 30, 2009, certain cancelled contrades reenoved from the order backlog during 2008. Weiired cost
of $16 million on cancelled contracts and have ikezkpayments of $6.7 million. In addition, we ddished
provisions amounting to $5.7 million. We cannotypde any assurance as to the eventual amountsafacts that
may be at risk due to the uncertainty of the curaenl future economic conditions and other factors
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which are beyond our control. For further informatiplease see below under the heading “Provis@rSupplier
Commitments on Terminated Customer Contracts”.

In the last quarter of 2008, we developed an agilan to minimize costs, maximize profitability apteserve
shareholder value through the crisis period. Wéuagad our current structure and made determinatiorensure
that we are in a position to capitalize on oppdties that become available as conditions impraveonnection
with this evaluation, we determined to divest aeiest in the preferred shares of Mass Finanoiloae of its
former subsidiaries. See below under the headiettl&nent of Preferred Shares of Mass Financialitsrgormer
Subsidiary”. Further, as disclosed in our annupbreon Form 20-F, we have implemented a restrirgjyprogram
that we expect to continue into 2010 and we exteeiricur restructuring charges in connection wiitis program.
See below under the heading “Restructuring Activity

In summary, challenging market conditions are gudited to continue in 2009 as customers’ willingnies
invest in new projects is expected to continueddide because access to liquidity and credit legsime tighter ar
demand for new capacity is not growing as stroaglyn the recent past. These factors may contmbaie a
negative impact on our results for fiscal year 2806 subsequent years.

Provisions for Supplier Commitments on Terminatetomer Contracts

Throughout the economic downturn we have had, antirie to maintain, ongoing discussions with our
customers with respect to the status of their eatdr We continue to evaluate our legal and comialgrositions
with respect to each potentially affected contrRebvisions have been recorded for all non-canglkellaupplier
purchase obligations and doubtful receivables dindaak in progress on these contracts is expemsadediately.
We are working with our legal advisors, customers suppliers to determine the best course of aetiowe
continue through fiscal year 2009.

The provision for supplier commitments is basedegotiations with customers and suppliers and a
determination of the net realizable value of warlpiogress. The provision is regularly monitored adjusted whe
necessary based on negotiations with customerswgimliers and updated assessments of the netalglalizalue of
work in progress. A re-evaluation of the provisfonsupplier commitments as of June 30, 2009 shawatcertain
items needed to be adjusted to reflect our assedssam®f that date. The final amount will be settiased on
negotiations with customers and suppliers. Thevalhg is a summary of the changes in the provigorsupplier
commitments on the terminated customer contragiaglthe first half of 2009:

(United States dollars
in thousands)

Balance at beginning of peric $ 23,72¢
Provisions during the peric 1,443
Paid —
Reversa (612)
Reclassification to inventory reser (941)
Currency translation adjustmel 277
Balance at end of peric $ 23,90(

Further, an additional impairment on inventorie$df2 million was recognized during the first haflf2009 dut
to a decrease of net realizable value for itenisvantory.

Restructuring Activity

In our annual report on Form 20-F, we announcetitleshad initiated a restructuring program, alignin
capacities to changes in market demands, allocatsmurces depending on geographical needs anslifgcon
markets and equipment that will meet our objectifzeffering cost effective solutions to our custameis part of
the program, we are undertaking several initiatteetsansform the structural efficiency of our ogtéwns worldwide
and to create a streamlined organization focusempenational excellence. We are continuing with pnaviously
disclosed restructuring program, including the pkhclosure of our workshop in Cologne, Germang, th
divestment of our coal and minerals business aadetiuction of our global workforce. This prograsrbeing
undertaken with the goal of establishing an integtglobal team offering competitive products aed/ges to both
new and existing customers.

Our new operational model has been designed to tmeeteeds of our new and existing customersatufes a
central office which will serve as our global sugmnd management center, providing standardizddeitient
support services including finance, engineeringssand marketing, product and project managerpenturement
and research and development, and whose main ibleavto develop, manage and support the impleatant of
our
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business strategies. In addition, we have crea@drégional customer service centers to servegstomers
located in the respective regions. These centdrsillaiw us to provide services to our customess tiarget their
specific regional needs, enabling price competitdgs, global integration, alignment with customesgds and a
focus on excellence. In connection with our regtrting program, we have decided to close our Hongdoffice
and move the head office of our company from Hologd<to Vancouver, British Columbia, Canada. Our head
office will be located at Suite 1620 — 400 Burr&tuleet, Vancouver, British Columbia, Canada V6C 3A6

Moving forward, we plan to invest in the growthafr service business and to focus on research and
development, including with respect to the develeptrof green technologies. In addition, as pathef
streamlining of our organization in connection watlr global restructuring initiative, we have edistted a separate
group by redeploying certain of our engineers ihaixclusively dedicated to sales and marketingiamed longer
involved in project execution and delivery funcsoihis will allow us to better monitor and conteoalr sales and
marketing costs. During the current period, we ecaded our sales and marketing efforts on improeinmgmarket
intelligence, strengthening our key account manageroapability, upgrading our customer relationship
management systems and developing a more systeopgiictunity prioritization process. A higher ambohsales
and marketing efforts are, as a consequence, exgems included in selling, general and administatxpenses.
Sales and marketing costs directly attributablnéosuccessful execution of customer project cotgrare included
in project costs.

We recognized the restructuring costs in the Fiedt of 2009 as follows:

(United States dollars
in thousands)

Provisions:
Costs associated with involuntary employment teatidams $ 3,91¢
Facilities closure 1,302
Lease termination and other cc 1,32¢
6,54¢
Impairment of fixed asse 227
Restructuring costs excluding inventory w-down 6,77:
Write-down of inventorie: 1,121
Total $ 7,89¢

The following is a summary of the changes in thevgion for restructuring costs during the six-nfoperiod
ended June 30, 2009:

(United States dollars
in thousands)

Balance at beginning of peric $ —
Provision during the period, excluding inventorydixed asset writ-downs 6,54¢
Paid —
Reversa —
Currency translation adjustmel 502
Balance at end of peric $ 7,04¢

The initiatives under the restructuring program afi$o include a reduction in the internationaldezunt and
the intended divestiture of the coal and mineraltamer group. Management estimates that the ofsting
program is likely to cost approximately $30 milli@including the restructuring costs recognizedhia first half of
2009), which primarily relates to employee seveearmsts, asset impairments and lease terminatists.ce
expect to recognize the loss and expenses in 20D2@10. Management will continue to monitor theguess of
the restructuring program.

Settlement of Preferred Shares of Mass Financiitar-ormer Subsidiary

Our previous investment in the preferred sharédasds Financial and one of its former subsidiarias &
legacy asset and was recorded at its estimateddhie of Cdn$23.42 million as at both March 3102@nd
December 31, 2008. In our annual report on Fornk 20e announced that as part of the continuedgrakent of
our business to focus on the expansion of our indliplant engineering and equipment supply businee had
entered into negotiations with Mass Financial ireffort to come to an agreement regarding the iniated
realization of the economic value of the prefesbdres of Mass Financial and one of its formerigidrges by way
of redemption of these shares. For more informapiterase see “ltem 5 — Operating Results — Faiu®éloss on
Preferred Shares of Mass Financial and its Forrabsi@liary” in our annual report on Form 20-F.

17






Table of Contents

On May 12, 2009, we entered into and completedgaeesment with Mass Financial for the settlemerthef
non-transferable preferred shares of Mass Finaaaidlits former subsidiary for net consideration of
Cdn$12.28 million, which represented the grosdesatint amount of the preferred shares of Cdn$4@iidn,
offset by the indebtedness of Cdn$37.00 million dw®Mass Financial. The payment of the Cdn$12.2Bomwas
settled as follows:

(a) Cdn$8.28 million being satisfied by Mass Finaneigteeing to transfer 788,201 of our common shares t
us. The number of shares to be delivered was eémliby dividing Cdn$8.28 million by the book value
of our common shares as at December 31, 2008. 263f7our common shares, valued at
Cdn$2.76 million, were delivered to us on May 1202 and the remainder (having a value equivalent to
Cdn$5.52 million) were to be delivered no latemtdaly 20, 2009. In July 2009, Mass Financial thte
deliver the remainder of the common shares andeamsitted under the terms of the agreement, made a
cash payment to us in lieu of delivery of the ramar of the common share

(b) Cdn$1.71 million being satisfied by way of cashmpant by Mass Financial to our company on May 12,
20009;

(c) Cdn$1.75 million being satisfied by way of issuatweur company of an assignable promissory note
having a principal amount of Cdn$1.75 million, enteof 24 months and an interest rate of 4% per annu
payable annually in cash. The note is repayaltieeapption of Mass Financial by the issuance of mam
shares of Mass Financial based on the number ofrmmnshares of Mass Financial equalling the amount
being repaid divided by the 30-daglume weighted average trading price for the M&agancial commo
shares. The promissory note can be repaid or le=neeld at any time in cash at the option of the
issuer; ant

(d) Cdn$539,697 being satisfied by the setting-offafraed and unpaid interest on our indebtednessagsM
Financial pursuant to a loan agreement with Masargial dated January 31, 20

Mass Financial also settled Cdn$11.35 million owtmgis in respect of the accrued dividends on théeped
shares, which was paid by way of the issuanceppbmissory note having a principal amount of Cdn$%million,
a term of 24 months and an interest rate of 4%apeum payable annually in cash. The note is repaylihe
option of Mass Financial by the issuance of comstmares of Mass Financial based on the number ofram
shares of Mass Financial equalling the amount begpgid divided by the 30-day volume weighted ageraading
price for the Mass Financial common shares. Thengory note can be repaid or be redeemed at laugyiti cash
at the option of Mass Financial.

The settlement of the preferred shares was apptoyedr independent directors, as recommended byuit
committee, which took into account a variety oftéas prior to granting such approval, including enetl tax
consequences, the importance of maximizing cagtirigsd given the current economic situation, thditgtio
reduce the number of our outstanding common shéresmpact of the transaction on creditors, leader
shareholders and other interested parties, theéHfatthe preferred shares were not core assetharmlirrent
economic value of the preferred shares. The direetod the audit committee also engaged, and cenesidhe
advice of, an independent financial advisor andidatindependent legal counsel. The directors laméadit
committee also considered the advantages, disamtyemaind risks of proceeding with the transactimhcancluded
that proceeding with the transaction was in the imtsrests of our company and its shareholderis ffansaction
substantially completes the disposition of ourfiicial services operations which commenced in 20@besmables
KHD and Mass Financial to focus on their respecatioree businesses.

As a result of the settlement of the preferredeshaf Mass Financial and one of its former subsgkawe
recognized a loss of $9.5 million in the secondrgpranf 2009.
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Summary ofThree-Month and Si>-Month Results

The following table provides selected financiabimhation for the three- and six-month periods entiete 30,
2009 and 2008.

Three months endec Six months endec
June 30, June 30, June 30, June 30,
2009 2008 2009 2008)

(United States dollars in thousands, except p¢
share amounts)

Revenue: $105,84° $144,24( $217,97¢ $281,07¢
Gross profit 21,83t 28,33: 41,07¢ 53,53¢
Restructuring costs, excluding inventory w-down a7 — (6,777 —
Operating incom: 2,461 23,421 1,124 38,69:
Loss on settlement of investment in preferred shaféormer

subsidiaries (9,53¢) — (9,53¢) —
Net income (loss (7,459 19,67( (6,249 27,10:
Earnings (loss) per sha

Basic (0.25) 0.6t (0.27) 0.8¢

Diluted (0.25) 0.64 (0.21) 0.8¢

Summary of Quarterly Result
The following tables provide selected financiabimhation for the most recent eight quarters.

June 30, March 31, December 31 September 3C
2009 2009 2008 2008
(United States dollars in thousands, except per stmamounts,
in accordance with Canadian GAAP)

Revenue: $105,84° $112,12¢ $163,68: $193,59I
Gross profit (loss 21,83t 19,24 (35€) 36,574
Restructuring costs, excluding inventory w-down () (6,756 — —
Operating income (los! 2,461 (1,339 (16,08() 31,93:
Loss on settlement of investment in preferred shafe

former subsidiarie (9,53¢) — — —
Income (loss) from continuing operatic (7,459 1,20t (64,857 30,80¢
Income (loss) from continuing operations, per sl

Basic (0.25) 0.04 (2.12) 1.01

Diluted (0.25) 0.04 (2.12) 1.01
Net income (loss (7,459 1,20t (64,857 30,80¢
Net income (loss) per sha

Basic (0.25) 0.04 (2.12) 1.01

Diluted (0.25) 0.04 (2.12) 1.01

June 30, March 31,  December 31 September 3C
2008 2008 2007 2007
(United States dollars in thousands, except per stmamounts,
in accordance with Canadian GAAP)

Revenue: $144,24(  $136,83t $163,49: $150,44:
Gross profit 28,33: 25,207 25,87¢ 20,55
Restructuring costs, excluding inventory w-down — — —
Operating incom: 23,427 15,26¢ 14,45¢ 14,53(

Loss on settlement of investment in preferred shafe
former subsidiarie — — — —
Income from continuing operatiol 19,67( 7,431 12,85¢ 19,727

Income from continuing operations, per stk
Basic 0.6t 0.2f 0.4z 0.6t
Diluted 0.64 0.24 0.4z 0.64
Net income 19,67( 7,431 11,6110 11,78
Net income per sha
Basic 0.6t 0.2t 0.3¢®) 0.3¢
Diluted 0.64 0.24 0.3¢) 0.3¢

(1) Including extraordinary gair
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Six-Month Period Ended June 30, 2009 Compared to Sixoiith Period Ended June 30, 2008

Based upon the period average exchange ratesefaixtfmonth period ended June 30, 2009, the UiStates
dollar increased by approximately 14.9% in valuaimst the Euro and 19.8% in value against the danatbllar,
compared to the period average exchange rate)B 2@ at June 30, 2009, the United States do#ldrdecreased
by approximately 0.7% against the Euro and by Sat#inst the Canadian dollar since December 31,.2008

In the sixmonth period ended June 30, 2009, total revenwoes fur industrial plant engineering and equipr
supply business decreased by 22.5% to $218.0 miitmm $281.1 million in 2008 due to the phasingniject
completion and a slowdown in business activity assalt of the economic crisis. Revenues earnee wemarily
the result of ongoing progress toward the comphetibcontracts resulting from the high demand iomperiods for
cement plants in emerging markets, including RuasthEastern Europe, Asia and the Middle Eastedrby GDP
growth rates and infrastructure investments. Oiteke for the six-month period ended June 30, 2089eased to
$112.2 million compared to $608.4 million for thr-month period ended June 30, 2008. This reduatias due to
a decrease in new orders. The majority of this mirtake is in the cement business and originatas brders for
spare parts globally and other orders for capgaigment in the emerging markets, particularly aut® Asia.
Backlog at the close of 2008 decreased by 8.3984@ 8 million from $919.3 million at the close @7 . Order
backlog at June 30, 2009 was $731.7 million conp#res1.3 billion as at June 30, 2008.

In the six-month period ended June 30, 2009, dosv@nues for our industrial plant engineering and
equipment supply business decreased by 23.6% . Biillion from $227.5 million in 2008. The decsean
expenses reflects the decrease in our revenuegr@ss profit margin, excluding the loss on terrtédecustomer
contracts and restructuring costs, was 20.3% ar@d for the six-month periods ended June 30, 20@92808,
respectively. The slight increase in gross profirgin in the six-month period ended June 30, 2@00be attributed
to our continuing efficient execution and delivefyprojects in accordance with the financial, sahieg) and quality
parameters set for such projects. In addition, @salt of the shift of our sales and marketingufto improve
customer relations and opportunity management, saless and marketing costs are included in seljiegeral and
administrative expenses in the current period ameef are included in customer project costs.

We also earned income of $3.9 million from our ia& in the Wabush iron ore mine in the six-morehqad
ended June 30, 2009, as compared to $14.2 milliothé same period in 2008. The decrease in incoase
primarily due to a decrease in shipments and aegpage.

Selling, general and administrative expenses, difustock based compensation, increased by 394% t
$37.5 million for the six-month period ended Jufe 209 from $26.9 million in 2008. The increaserisnarily
linked to a decrease in the number of project asvaraur industry. While there are still a high rhan of requests
for bids and tenders, the number of projects algtaaarded after completion of the tendering precgas down
due to a combination of financing constraints aratk@t conditions that have impacted customers’'sii@ts as to
whether to proceed with such projects. This reduhiean increase in our costs as we continuedvesintime in the
preparation of proposals and bids for opportunities were not subsequently awarded (such cosysbaithg
chargeable to projects in the event that bids areessful).

We are also incurring underutilized overhead expgrs a result of the stage of completion of tlgepts in
progress, as the design hours of our engineers anhbighly utilized at the beginning stages of@ezt, are
decreasing as projects move into the procuremesttien and commissioning phases. In addition issudsed
above, higher sales and marketing costs, as & wédhk shift of our sales and marketing focus,iacluded in
selling, general and administrative expenses irctineent six-month period. Furthermore, we incrdabe credit
allowance reserve to reflect the collectabilityrisk for some of our accounts receivable. Howethaincrease was
partially offset by managing other costs, suchhasl party professional fees, and the first beraditthe operational
realignments we are making to create our new maneageand organizational structures. We are alsadak
measures to align our selling, general and admatigé expenses with changes in market demandiuiftver
details, please refer to the section entitled “Reestiring Activity”.

Stockbased compensation was $0.4 million recovery irsthenonths ended June 30, 2009 due to the foré
of a significant number of unvested stock optiosis @aesult of employee terminations, as compar&2 tb million
expense during the six months ended June 30, 2008.

Restructuring costs amounting to $6.8 million, tielzto the closure of our engineering workshogsermany,
were recorded during the six months ended Jun2@I®. For further details please refer to the sactntitled
“Restructuring Activity”.

In the six-month period ended June 30, 2009, rietést income decreased to $2.5 million (intemesbine of
$3.9 million less interest expense of $1.4 millias)compared to $9.9 million (interest income dd.9Imillion less
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interest expense of $1.0 million) for the samegxkim 2008. The decrease in net interest incomeavasult of
lower returns earned on cash deposits and on fimainstruments.

We recognized a loss of $9.5 million on the setdatrof our investment in the preferred shares ofauner
subsidiaries. We did not recognize interest incoméhe preferred shares of our former subsidiani€909. For
further details, please refer to the section ettitSettlement of Preferred Shares of Mass Finhaoid its Former
Subsidiary”.

Other income was $1.1 million for the six-monthipdrended June 30, 2009, compared to other exg#nse
$3.0 million for the same period in 2008. In the-sionth period ended June 30, 2009, other incorladed
unrealized gains on trading securities of $0.8iam|lwhich were partially offset by a $0.3 millioret loss on
derivatives.

Minority interests credit increased for the six-rtioperiod ended June 30, 2009 to $60,000 from S@IBn
negative for the same period in 2008.

In the sixmonth period ended June 30, 2009, we had a nebf&& 2 million, or $0.21 per share on a basic
diluted basis, compared to net income of $27.lioni/lor $0.89 per share on a basic and dilutedshashe same
period in 2008.

Three-Month Period Ended June 30, 2009 Comparedrtwee-Month Period Ended June 30, 2008

Based upon the period average exchange ratesefoinremonth period ended June 30, 2009, the United £
dollar increased by approximately 14.7% in valuaiast the Euro and 15.6% in value against the Qanatbllar,
compared to the period average exchange rate)B 2@ at June 30, 2009, the United States do#ldrdecreased
by approximately 0.7% against the Euro and by Sati#inst the Canadian dollar since December 31,.2008

In the three-month period ended June 30, 2009, i®tanues from our industrial plant engineering an
equipment supply business decreased by 26.6% ®.&bfillion from $144.2 million in 2008 due to thhasing of
project completion and a slowdown in business #gtas a result of the economic crisis. Revenueseshwere
primarily the result of ongoing progress toward tlenpletion of contracts resulting from the higtmdad in prior
periods for cement plants in emerging marketspiiolg Russia and Eastern Europe, Asia and the lifldbt,
driven by GDP growth rates and infrastructure itwests. Order intake for the three-month periodeengline 30,
2009 decreased to $31.1 million compared to $320llibn for the three-month period ended June 3M& The
majority of this order intake is in the cement Imesis and originates from orders for spare partsatjioand other
orders for capital equipment in the emerging markearticularly in South Asia. Backlog at the cla$008
decreased by 8.3% to $842.8 million from $919.3iamlat the close of 2007. Order backlog at June2809 was
$731.7 million compared to $1.3 billion as at J36¢2008.

In the three-month period ended June 30, 2009,afastvenues for our industrial plant engineering a
equipment supply business decreased by 29.7% t& $@llion from $115.9 million in 2008. The decreds
expenses reflects the decrease in our revenuegr@ss profit margin, excluding the loss on terrtédecustomer
contracts, was 23.0% and 19.6% for the three-mpetiods ended June 30, 2009 and 2008, respectisly.
discussed above, the increase in gross profit maag be attributed to efficient project executima the inclusion
of fewer sales and marketing costs in project costise current quarter as a result of the shifhaf sales and
marketing focus. The loss on terminated custometraots of $2.6 million had a 2.4% negative impatbur gross
profit margin in the second quarter of 2009.

We also earned income of $1.8 million from our iat in the Wabush iron ore mine in the three-mqettiod
ended June 30, 2009, as compared to $10.2 miliothé same period in 2008. The decrease in incoase
primarily due to a decrease in shipments and aegpage.

Selling, general and administrative expenses, eikojustock based compensation, increased by 596% t
$22.5 million for the three-month period ended J&8e2009 from $14.1 million in 2008. As discussdxbve, the
increase is primarily linked to costs incurred u@pg bids for projects that were not subsequentigrded and
underutilized overhead expenses due to decreassigrdhours for our engineers resulting from thasghof
completion of our projects. In addition, as diseasabove, higher sales and marketing costs asith oéshe shift of
our sales and marketing focus are included inrgglljeneral and administrative expenses in theeotgquarter. Thi
increase was partially offset by overall cost mamagnt, including a reduction in third party profeassl fees, and
the first benefits of the realignment of our opienadl structure.

21




Table of Contents

Stock-based compensation was $1.3 million recoiretiye three-month period ended June 30, 2009 althest
forfeiture of a significant number of unvested &toptions as a result of employee terminationgcaspared to
$1.1 million expense during the three months erliee 30, 2008.

In the threemonth period ended June 30, 2009, net interestrivadecreased to $0.9 million (interest incom
$1.6 million less interest expense of $0.7 millias)compared to $5.4 million (interest income aB3$&illion less
interest expense of $0.4 million) for the sameqakém 2008. The decrease in net interest incomeavasult of
lower returns earned on cash deposits and on fimainstruments.

We recognized a loss of $9.5 million on the setdatof our investment in the preferred shares ofauner
subsidiaries. We did not recognize interest incoméhe preferred shares of our former subsidiani€909. For
further details, please refer to the section ettitSettlement of Preferred Shares of Mass Finhaoid its Former
Subsidiary”.

Other income was $0.3 million for the three-monghipd ended June 30, 2009, compared to other egpEns
$1.6 million for the same period in 2008. In theetrmonth period ended June 30, 2009, other indocheded
unrealized gains on trading securities of $0.5iamill

Minority interests credit increased for the threenth period ended June 30, 2009 to $56,000 fro Slion
negative for the same period in 2008.

In the three-month period ended June 30, 2009,adeamet loss of $7.5 million, or $0.25 per shara dasic
and diluted basis, compared to net income of $ddllion, or $0.65 per share on a basic basis ($Pd4share on a
diluted basis) in the same period in 2008.

Liquidity and Capital Resources

The following table is a summary of selected finahimformation concerning our company for the pds

indicated.
June 30, December 31
2009 2008
(United States dollars
in millions)
Cash and cash equivalel $355.: $409.:
Total asset 678.¢ 765.7
Long-term debt, less current porti 11.4 11.:
Shareholder equity 257.¢ 261.¢

We maintain a high level of liquidity, with a sulstial amount of our assets held in cash and cqsivaents.
The highly liquid nature of these assets providewith flexibility in managing our business anddiitting. Our cas
and short-term deposits are deposited in highgdrétnks located principally in Austria and Germdrhe largest
portion of the cash is denominated in Euros, theeciey of our major operating subsidiaries, andahlance is
predominantly held in United States dollars, Indiapees and Canadian dollars. We continuously mphitth the
credit rating of such banks and the public committeérom the Austrian and German governments reggrd
financial support for their banks. In 2008, the &ias and German governments announced their camenitto
support their banking systems in the event that support should be necessary as a result of tertieconomic
uncertainty.

As at June 30, 2009, our total assets decreasggirér9 million from $765.7 million as at Decembér 3008,
primarily as a result of lower current assets. #tel 30, 2009, our cash and cash equivalents wé® Saillion,
compared to $409.1 million at December 31, 200& décrease in our cash position is primarily dudégphase of
completion of certain major projects. We also haoksterm cash deposits of $1.7 million at JuneZBm9, which
have original maturities of greater than 90 daytsaoe to mature within the next 12 months, compaoeghil at
December 31, 2008. As at June 30, 2009, the maaha¢ of short-term securities amounted to $3.&oni|
compared to $3.0 million as at December 31, 200& fiepresents an unrealized gain on the markesaiolgrities
that we hold. As at June 30, 2009, our long-terivt,dess current portion, was $11.4 million, conguaio
$11.3 million as at December 31, 2008.

As at June 30, 2009, we had credit facilities ofaqp maximum of $477.8 million with banks whickug
bonds for our industrial plant engineering and pmént supply contracts. As of June 30, 2009, $262il6n
(December 31, 2008: $241.9 million) of the avaiabiedit facilities amount had been utilized aret¢hare no
claims outstanding against these credit facilitesat June 30, 2009, cash of $27.5 million has lvedateralized
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against these credit facilities and the banks @&@rg% to 0.8% per annum on outstanding amountsa@/a, and
are expected to remain in, compliance with covenaatstipulated in the credit facilities.

As at June 30, 2009, we had debt maturities (inotythterest payments) of $0.3 million due in 12ns and
$11.8 million due in 12 to 24 months. We expechsmaturing debt to be satisfied primarily from thdustrial
plant engineering and equipment supply busines$, ea hand and cash flow from operations. For more
information, see Note 17 to our audited consolidditeancial statements included in our annual repor
Form 20-F.

Management believes that our company has adeqapitalcresources and liquidity for operations aapitl
expenditures for the short to long-term.

Changes in Financing and Capital Structure

We finished the six-month period ended June 30924ith a cash balance of $355.2 million and working
capital of $284.0 million. There were no share és®es nor long-term debt financings during thensoath period
ended June 30, 2009.

Operating Activities

During the six-month period ended June 30, 2008ratmg activities used cash of $56.4 million, ampared
to providing cash of $60.0 million in the compavatperiod in 2008. The primary reason for thihes phase of
completion of certain projects. During the currpetiod, the decreases in accounts payable andesitexpenses,
progress billings above costs and estimated easrngincompleted contracts, and income tax ligslivere the
principal uses of cash. Reductions in inventory mestricted cash were the primary providers of ¢aghe current
period.

We expect to satisfy our working capital and otfegjuirements in the next twelve months through éast
from operations and the utilization of a portionoof cash reserves.

In 2008, operating activities provided cash of $84illion, as compared to $130.1 million in 200&thhcome
after adding back losses on short-term securfid@syalue loss on investments in preferred shafésrmer
subsidiaries, future income taxes plus increasasdounts payable and accrued expenses and profasio
terminated customer contracts and the decreaseé@mtories were the prime contributors to the gashided by
operating activities in 2008. During 2008, the @ages in restricted cash, receivables and comtepasits and
prepaid and the decrease in income tax liabilitiese the principal uses of cash.

Changes in operating assets and liabilities redufi@ source of funds of $8.4 million in 2008 arflects
business development and the stage of completiomaofy of our projects. During 2008, we invested.$15illion
in trade and other receivables and increased @estment in contract deposits, prepaids and oth&2f.9 million,
which is reflective of the stage of completion af customer contracts. Income tax liabilities deati by
$11.1 million giving rise to a use of funds. Ouinpary sources of funds from operating assets afulilies in 2008
arose from an increase in accounts payable thaidmo cash of $44.0 million and the provision fagd on supplier
commitments and terminated customer contractgtfeatided cash of $22.4 million.

Changes in operating assets and liabilities regufte source of funds of $69.3 million in 2007]eeting
increased progress billings, decreased inventanidsgeneral business development. During 2007¢ @ad other
receivables provided cash of $11.3 million and me&eased our investment in contract deposits, piepal other
by $6.7 million, which was reflective of the stagfecompletion of our customer contracts. Incomeli@hilities in
2007 provided cash of $7.8 million as a resultrofrcrease in such liabilities. Our primary souoééunds from
operating assets and liabilities in 2007 arose fabnncrease in progress billings that providedes$76.9 million

Investing Activities

During the six-month period ended June 30, 200&sting activities provided cash of $0.1 millios, a
compared to using cash of $2.8 million in the corapee period in 2008. We did not have significamvesting
activities in either period.

During the year ended December 31, 2008, investitigities used cash of $6.2 million, as compared t
$11.7 million in 2007. We did not have significamgesting activities in either period. We used $hifiion in
acquiring increased shareholdings in subsidiane®D8, compared to $7.8 million in 2007. Capitgdenditures
were $3.0 million and $3.5 million in 2008 and 206&spectively.
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Financing Activities

During the six-month period ended June 30, 200@yfting activities provided cash of $nil, compaied
$4.0 million in the comparative period in 2008. Yéeeived $nil as a result of the exercise of stutions in the
six-month period ended June 30, 2009, compared.®$illion in the same period in 2008.

In 2008, financing activities provided cash of $&hilion, as compared to $0.6 million in 2007. Weeeived
$4.4 million as a result of the exercise of stopkans in 2008, as compared to $8.8 million in 20072007, we
used $5.4 million in connection with the distritmutiof the Austrian depository certificates of SWAIRRNet debt
repayment used cash of $2.1 million in 2008, comgado $2.8 million in 2007.

We had no material commitments to acquire assetp@nating businesses at December 31, 2008 or3lyne
2009. We anticipate that there will be acquisitiohbusinesses or commitments to projects in thaerdu

Foreign Currency

Substantially all of our operations are conductehiernational markets and our consolidated firenmesults
are subject to foreign currency exchange ratedhtans.

We translate assets and liabilities of our foreighsidiaries whose functional currencies are dtiean
United States dollars into United States dollatthatrate of exchange on the balance sheet datenRes and
expenses are translated at the average rate odimgelprevailing during the period. Unrealized gainksses from
these translations, or currency translation adjasts) are recorded under the shareholders’ eqeityos on the
balance sheet and do not affect the net earningspasted in our consolidated statements of incdfoeeign
currency translation losses or gains that arise fe@change rate fluctuations on transactions dematexd in a
currency other than the local functional curren@yiacluded in the consolidated statements of iresofys our
revenues are also received in Euros, Indian rupeésanadian dollars, our financial position foy given period,
when reported in United States dollars, can beifsigntly affected by the fluctuation of the exclg@rates for
Euros and Canadian dollars during that period.

In the six-month period ended June 30, 2009, werteg a net $5.0 million currency translation atjuent
gain, compared to net $0.5 million for the six-moperiod ended June 30, 2008 and, as a resulgcoumulated
other comprehensive income at June 30, 2009 wa$ $38ion, compared to $48.6 million at Decembér 3008.
The currency translation adjustment gain or lodsndit have an impact on our consolidated inconterstant.

We periodically use derivative foreign exchangetamis to manage our exposure to certain foreigrenay
exchange rate risks. For more information, seesdution entitled “Quantitative and Qualitative Disures About
Market Risk” in our annual report on Form 20-F.

Derivative Instruments

Derivatives are financial instruments, the paymeitshich are linked to the prices, or relationshiyetween
prices, of securities or commodities, interestgateirrency exchange rates or other financial nreasDerivatives
are designed to enable parties to manage theirsexpdo interest rates and currency exchange itdssecurity
and other price and cash flow risks. We use devieato manage certain foreign currency exchangesxe for
our own account. Currently, all of our foreign @mcy derivative contracts are classified as haldréaling. We had
foreign currency derivative contracts with notioredounts totalling $9.7 million as of June 30, 2608 the net lo:
of $0.4 million on the foreign currency derivatiwgas included in our other expense during the ixtims ended
June 30, 2009. For more information, see the seetititled “Quantitative and Qualitative Disclossiisbout
Market Risk” in our annual report on Form 20-F.

Inflation

We do not believe that inflation has had a matémiglact on our revenues or income over the pasetfiscal
years. However, increases in inflation could resulbhcreases in our expenses, which may not bdilyei@coverabl
in the price of services provided to our clients.tfie extent inflation results in rising interestas and has other
adverse effects on capital markets, it could adhgmaffect our financial position and profitability

Application of Critical Accounting Policies

The preparation of financial statements in confeymiith GAAP requires our management to make esésma
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contihgssets and
liabilities at the date of the financial statemeamsl the reported amounts of revenues and expdoseg the
reporting periods.
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Our management routinely makes judgments and estinadoout the effects of matters that are inhgrentl
uncertain. As the number of variables and assumg@édfecting the probable future resolution of tineertainties
increase, these judgments become even more swhjecti complex. We have identified certain accogngiolicies
described below, that are the most important tgotrérayal of our current financial condition araults of
operations. Our significant accounting policies @iselosed in Note 1 to our audited annual conatdid financial
statements included in our annual report on Forqr.20

Revenue Recognitio

The majority of the contracts and services in adustrial plant engineering and equipment supphiriess are
long-term and we use the percentage-of-completietihad to measure and recognize the revenue ariddaasts.
The major challenges in using the percentage-ofpdetion method of accounting are to accurately mesathe
extent to which the contracts are being finished, @ assess collectibility of the revenue antlierrecoverability ¢
the costs incurred. Generally, we rely on our ind®technical specialists to estimate the progresee contract,
our finance and engineering departments to worklmutost analysis and the budget, particularhi wéspect to
costs incurred to date and total estimated costsmipletion, and our credit department to assessrédit of the
customers. All these analyses involve estimates/ahge judgments. The accurate profit amount isknotvn until
the contract is completed and the bill is collectéd loss is expected on a contract-in-progressifour teamwork
analysis, such loss will be recognized in the ine@tatement immediately.

Inventories

Our inventories consist of construction raw materiaork-in-progress, contracts-in-progress ansfied
goods. Our management must make estimates abauptioing when establishing the appropriate primris for
inventories.

For the construction raw materials and work-in-pesg, we make estimates and assess their priciag on
individual contract basis using the teamwork appho®lease refer to “Revenue Recognition” undergifgation of
Critical Accounting Policies”. For the finished gitg the estimated net selling price is the mosbitamt
determining factor. However, our management alswiciers whether there are any alternatives to exghtine value
of the finished goods, for example, by using timésfied goods in another product or contract so axtease the
value of such other product or contract.

Receivable:

Typically, receivables are financial instrumentschhare not classified as held for trading or alali for sale.
They are net of an allowance for credit losseanif. We perform ongoing credit evaluation of custesrand adjust
our allowance accounts for specific customer rasha credit factors. Receivables are considereddueson an
individual basis based on the terms of the corgra@tr allowance for credit losses is maintaineghaéamount
considered adequate to absorb estimated credieddiasses. Such allowance reflects managemenst estimate
the losses in our receivables and judgments almmmognic conditions.

Assets acquired in satisfaction of receivablesecerded at the lesser of their fair value at thie af transfer
the carrying value of the receivables. Any excdsh® carrying value of the receivables over thievalue of the
assets acquired is written off and is includechim determination of the income. As of June 30, 20@9determined
that the gross amount of our trade receivables$8és million and we recorded an allowance for ithedses of
$2.9 million for the receivables. We may be requiite@ record further impairments in the future skiathle global
economy continue to deteriorate. See Note 6 taadited annual consolidated financial statememisidied in our
annual report on Form 20-F.

Valuation of Securities

Securities held for trading are carried at curreatket value. Any unrealized gains or losses onrgés held
for trading are included in the results of openagio

Available-for-salesecurities are also carried at current market vatuen current market value is available. /
unrealized gains or losses are included in othenprehensive income. When there has been a losdue of an
available-for-sale security that is other thanragerary decline, the security will be written doterecognize the
loss in the determination of income. In determinivitether the decline in value is other than tempyoiguoted
market price is not the only deciding factor, pararly for thinly traded securities, large bloakdings and
restricted shares. We consider, but such considaristnot limited to, the following factors: trewd the quoted

25




Table of Contents

market price and trading volume; financial positaord results for a period of years; liquidity oirgpconcern
problems of the investee; changes in or reorgapizaf the investee and/or its future business;paitiook of the
investee’s industry; the current fair value of iimeestment (based upon an appraisal thereof) veladi its carrying
value; and our business plan and strategy to ditiestecurity or to restructure the investee.

Our previous investment in the preferred sharddads Financial and one of its former subsidiarias ereate
in January, 2006 as a result of the spin-off offancial services business. The preferred shaees classified as
available-for-sale securities and quoted marketgsrivere not available. Since quoted market pries not
available, we determined the fair value of thesdgred shares using a discounted cash flow modktansidered
the quoted market prices of securities with simila@racteristics. Our determination of fair valoasidered various
assumptions, including time value, yield curve atiter relevant economic measures. At December®18,2ve
used a discount rate of 30% in our financial vatratnodel, based on observable current marketdiosns in
instruments with similar characteristics, with nfaditions for market liquidity and the featurestiogé preferred
shares. As a result of this process, we recografeg value loss of $55.1 million on our investrhienthe preferred
shares in 2008. There was no change in fair valterms of Canadian dollars in the first and seajunatters of
20009.

The unrealized fair value loss of $55.1 millionaur investment in the preferred shares of Massrigiahand
one of its former subsidiaries reflects the siguaifit weakness in the global credit and equity ntarkeperienced in
the fourth quarter of 2008. We considered thevfaiue loss to be an other than temporary declinaine as we
expected to negotiate a settlement of the netiposif our investment in the preferred shares.

On May 12, 2009, we entered into and completedgaeeament with Mass Financial for the redemptiothef
preferred shares of Mass Financial and its formabsisliary and the payment of accrued dividendsherpteferred
shares of Mass Financial. For more informationagpéesee the section entitled “Settlement of Investrim
Preferred Shares of Mass Financial and its Forrabsi@liary”.

Recent market volatility has made it extremelyidifft to value certain securities. Subsequent vtadag, in
light of factors prevailing at such time, may resulsignificant changes in the values of theseisges in future
periods. Any of these factors could require ustmgnize further impairments in the value of owusities
portfolio, which may have an adverse effect onresults of operations in future periods.

Warranty Costs

We provide a warranty to our customers for the i@mt$ and services in our industrial plant engiimeeand
equipment supply business. The amount of the wiriability reflects the estimate of the expectatlre costs of
our obligations under the warranty, which is basedhe historical material replacement costs ardahor costs,
the past history of similar work, the opinion ofrdéegal counsel and technical specialists and th&rpretation of
the contracts. If any of these factors changesienito the estimated warranty liability may beuieed. Certain
warranty costs are included in long-term portionhesswarranty is for a period longer than 12 months

Pension Benefits

Our industrial plant engineering and equipment §uppsiness in Europe maintains defined benefaspfor
its employees who were employed prior to 1997. Eiyges hired after 1996 are generally not entitbesiich
benefits. The employees are not required to makg&ibation to the plans. We rely on an actuariglam to record
the pension costs and pension liabilities. Thea@ureports are prepared every year as at DeaeBibdhe repor
are compiled and prepared, based on certain assnmapbhamely, demographic assumptions and financial
assumptions. The variables in the actuarial contipmténclude, but are not limited to, the followindemographic
assumptions about the future characteristics oéthployees (and their dependants) who are elifdiblbenefits, th
discount rate and future salary. Certain variahtesbeyond our control and any change in one skthariables
may have a significant impact on the estimate efnsion liability.

Under German law, the pension liability is an umsed claim and does not rank in priority to anyeoth
unsecured creditors. The pension liability is neoeurse to our company.
Income Taxes

Management believes that it has adequately proviimeidcome taxes based on all of the informativet is
currently available. The calculation of income tai®many cases, however, requires significantijuelg in
interpreting tax rules and regulations, which arastantly changing.
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Our tax filings are also subject to audits, whiclild materially change the amount of current ardr&uincom:e
tax assets and liabilities. Any change would bemed as a charge or a credit to income tax expémsecash
payment or receipt would be included in cash frgrarating activities.

We currently have deferred tax assets which arepdsed primarily of tax loss carryforwards and detéthle
temporary differences, both of which will reducrahle income in the future. The amounts recordedéderred ta
are based upon various judgments, assumptionssiintb¢ées. We assess the realization of these ddftaxk assets
on a periodic basis to determine whether a valpatltowance is required. We determine whetherrtdse likely
than not that all or a portion of the deferreddasets will be realized, based on currently avklaitformation,
including, but not limited to, the following:

« the history of the tax loss carryforwards and tlegjpiry dates
« future reversals of temporary differenc

e our projected earnings; a

« tax planning opportunitie:

If we believe that it is more likely than not tremime of these deferred tax assets will not beze@libased on
currently available information, an income tax \alan allowance is recorded against these defeaedssets.

If market conditions improve or tax planning oppmities arise in the future, we will reduce ouruation
allowances, resulting in future tax benefits. Ifrket conditions deteriorate in the future, we wiltrease our
valuation allowances, resulting in future tax exgen Any change in tax laws, particularly in Geryanill change
the valuation allowances in future periods.

Provisions for Supplier Commitments on Terminatedi€€omer Contract:

As a result of changes in the market conditionskarginess environment affected by the current firrmerisis,
beginning in the fourth quarter of 2008 and coritigunto the second quarter of 2009, we have reckrequests
from a limited number of customers to modify thente of existing contracts. These requests inclukeension of
credit terms, delays or cancellation of contraet@ddition, one of our customers has gone intoviary
liquidation.

In the last quarter of 2008, a provision was sefiouperminated customer contracts including thawaidable
costs to be paid to suppliers less economic banefpected to be received. Unavoidable costs fmalukto supplier
include purchase obligations whose nature has @whfigm contingent liability to provision. Econontienefits
expected to be received have been calculated loasted estimated net recoverable value of respeotaterial.
Accounts receivable and the contracts-in-progressrded for these contracts have been impaired.

Provisions for Restructuring Cost

As a result of the 2008 financial crisis, we expgletdramatic changes in world credit markets aedgtobal
recession will continue to have a negative impacbor customers’ future expenditure programs. licgation of
expected lower order intake, we are fundamentakyructuring our business model.

We have initiated a restructuring program to aligpacities to changes in market demands, alloeatairces
depending on geographical needs and focus on nsaakettequipment that will meet our objective oedffg cost
effective solutions to our customers. On MarchZBf9, we announced our intention to shut down cankshop in
Cologne, Germany and have given official noticéhef shutdown to the workshop’s workers’ council.

In the first half of 2009, a provision was set op ffestructuring costs related to the shut-dowthefworkshop
in Cologne. The provision includes salary costetam contractual obligations for employment caita
terminated or being terminated which are estimtdaubt result in economic benefits for the compaasythe
employees are no longer providing services to oorgany. Facilities closure costs, lease terminatsts and oth
miscellaneous shut-down costs have been accrubd astimated fair value of the expenditure re@licesettle our
present obligation at the balance sheet date. &umibre, fixed assets and inventory were impaireéflect their
estimated recoverable value.

Changes in Accounting Palicies including Initial Aaption
International Financial Reporting Standard:

In 2006, Canada’s Accounting Standards Board eatiéi strategic plan that will result in CanadianAPAas
used by publicly accountable enterprises, beinyg ftdnverged with International Financial Reportfandards
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(“IFRS”) as issued by the International AccountBtgandards Board over a transitional period to lmepteted by
2011. We will be required to report using the cagee standards effective for interim and annuaritial
statements relating to fiscal years beginning ter fdnan on or after January 1, 2011.

Canadian GAAP will be fully converged with IFRSdhgh a combination of two methods: as current joint
convergence projects of the United States’ Findaaounting Standards Board and the Internatidwalounting
Standards Board are agreed upon, they will be addpt Canada’s Accounting Standards Board and reay b
introduced in Canada before the publicly accouetablterprises’ transition date to IFRS; and staiglaot subject
to a joint-convergence project will be exposedriranibus manner for introduction at the time @& publicly
accountable enterprises’ transition date to IFRS.

The International Accounting Standards Board culyeand expectedly, has projects underway that are
expected to result in new pronouncements that woatio evolve IFRS, and, as a result, IFRS aseatrémsition
date is expected to differ from its current form.

In June 2008, Canadian Securities Administratangad a staff notice which states that staff recmgthat
some issuers might want to prepare their finarstetements in accordance with IFRS for periodsriegg prior to
January 1, 2011, the mandatory date for changgoM&RS for Canadian publicly accountable entegsignd staff
are prepared to recommend exemptive relief on @ lopgase basis to permit a domestic issuer tcapedts
financial statements in accordance with IFRS foaficial periods beginning before January 1, 2011.

The eventual changeover to IFRS represents chahge® new accounting standards. The transitiam fro
current Canadian GAAP to IFRS is a significant uteléng that may materially affect our reportedafiicial
position and results of operations.

We have not completed development of our IFRS chawgr plan, which will include project structuredan
governance, resourcing and training, analysis pf&AAP differences and a phased plan to assessiating
policies under IFRS as well as potential IFRS Ingpions. We expect to complete our project scopigech will
include a timetable for assessing the impact oa sigétems, internal controls over financial repgrtand business
activities, such as financing and compensatiomgements, by December 31, 2009.

We are required to qualitatively disclose the impdatation impacts in conjunction with our 2009 final
reporting. As activities progress, disclosure agfand post-IFRS implementation accounting polifiecences is
expected to increase. We are continuing to askeditancial reporting impacts of the adoptionRE and, at this
time, the impact on our future financial positiordaesults of operations is not reasonably detexbieor
estimable. Further, we anticipate a significantéase in disclosure resulting from the adoptiolF&S and are
continuing to assess the level of this disclosarpiired and any necessary systems changes to gatherocess tt
information.

Adoption of New GAAP in 200

Effective January 1, 2009, we adopted Canadiaitutesiof Chartered Accountants’ (“CICA”) Handbook
Section 3064Goodwill and Intangible AssetsThe adoption of this new accounting standarchadichave any
material impact on our financial position as ofulany 1, 2009.

During the current period, we also adopted amendhsrterCICA Handbook Section 3835nancial
Instrument<— Recogntion and Measuremenhie adoption of these amendments did not have atgrial impact
on our financial position as of January 1, 2009.

Business Combination

AcSB issued CICA Handbook Section 1582siness Combinationsn January 2009 to replace Section 1581.
This new standard applies prospectively to businessbinations for which the acquisition date isoomfter the
beginning of the first annual reporting period g on or after January 1, 2011. Earlier applicats permitted.
CICA Handbook Sections 1582, 16@gnsolidated Financial Statemenésd 1602Non-controlling Interests,
should be applied at the same time. We are revigthie requirements of these new standards.

Off-balance Sheet Arrangements

We do not have any off-balance sheet arrangemieaitiive or are reasonably likely to have a cumefture
effect on our financial condition, changes in figi@h condition, revenues or expenses, results efatns,
liquidity, capital expenditures or capital resowwtieat are material to investors.

We did not have any guarantees (which meet thaitiefi of a guarantee pursuant to Accounting Steasla
Board’'s AcG 14Disclosure of Guarantegsoutstanding as of June 30, 2009 or December®l18.2
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As at June 30, 2009, we had credit facilities ofaqp maximum of $477.8 million with banks whickug
bonds for our industrial plant engineering and pmeént supply contracts. As of June 30, 2009, $26Rllén of the
available credit facilities amount has been utdized there are no claims outstanding against treskt facilities.

Tabular Disclosure of Contractual Obligations

Payments Due by Period
(United States dollars in thousands)

Contractual Obligations as Less than 2-3 4-5 More than
at December 31, 20C 1 Year Years Years 5 Years Total
Long-term debt obligation $ 277 $ 11,72¢ % —  $ — $ 12,00¢
Operating lease obligatiol 3,77 2,69/ 2,58( 82¢ 9,87¢
Purchase obligatior®) 293,54 — — — 293,54
Other long-term liabilities reflected on our

balance sheet under GA/2) — 8,34¢ — — 8,34¢
Total $ 297,59t $ 22,76¢ $ 258 $ 828 § 323,77(

(1) Purchases to complete our industrial plant engingemd equipment supply contracts which are acealfor
by thepercentag-of-completionaccounting methoc

(2) Not including pension obligation

There were no material changes in the contractiajations (summarized in the above table of cantral
obligations as at December 31, 2008) during tharsixth period ended June 30, 2009 that are outisederdinary
course of our business.

Capital Resources

We believe that cash flow from operating activitiegether with cash on hand and borrowings avigilabder
available credit facilities, will be sufficient fand currently anticipated working capital, planreagital spending,
and debt service requirements for the next 12 nsomfstorically, we have funded our operations frocash
generated from operations.

Our short term investment objectives are to preserincipal and to maximize yields without sigréfidly
increasing risk, while at the same time not maligriastricting our short term access to cash. dluieve these
objectives, we maintain a portfolio consisting ofaiety of securities, including government andocoate
obligations and certificates of deposit.

Transactions with Related Parties

Other than as disclosed herein, to the best okoowledge, there have been no material transactioleans,
between January 1, 2009 and June 30, 2009, betmuearompany and (a) enterprises that directly dirgctly
through one or more intermediaries, control orcanetrolled by, or are under common control withr, company;
(b) associates; (c) individuals owning, directlyimdirectly, an interest in the voting power of @ampany that give
them significant influence over our company, arabelmembers of any such individual’s family; (dy ke
management personnel of our company, includingttire and senior management of our company ane clos
members of such individuals’ families; and (e) eptises in which a substantial interest in thengtpower is
owned, directly or indirectly, by any person deised in (c) or (d) or over which such a person is &b exercise
significant influence.

On May 12, 2009, we entered into and completedgaeeament with Mass Financial for the redemptiothef
preferred shares of Mass Financial and its formbsisliary and the payment of accrued dividendsherpteferred
shares of Mass Financial. For more informationagpéesee the section entitled “Settlement of Investrim
Preferred Shares of Mass Financial and its Forrabsifliary”.

In the normal course of operations, we enter irandactions with related parties which include, agnothers,
affiliates whereby we have a significant equityenaist (10% or more) in the affiliates or have thidits to influence
the affiliates’ or our operating and financing p@is through significant shareholding, represeoabin the board of
directors, corporate charter and/or bylaws. Theksed party transactions are measured at the egehalue,
which represents the amount of consideration dstedal and agreed to by all the parties.
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Continuing Operations

Transactions with related parties during the curpemiod:

Dividend income on common shai®

Royalty expense paid and paya

Fee expense for managing resource proy

Fee expense for management services, includingherpeimbursemen

Management fee to a corporation in which our for@lief Executive Officer has an
ownership interes

Impairment charge on a receiva

Interest incomt

Interest expens

Fee income

(1) Included in income from interest in resource prop
Balances with related parties at June 30, 2009:

Notes receivable, n-current
Accrued interest receivab
Due from affiliates

Due to affiliates

Proposed Transactions

(United States
dollars in thousands)
$ 154
(1449
(259)
(1,289

(16€)

(315
58

(447)
3

$11,26¢
85
5,067
211

As part of a series of initiatives we have undeztaln response to the current economic situatienhave
determined to merge our roller press businessamtimerals market with our cement roller businesddwide and
divest our coal and minerals customer group locat&germany, India, China, South Africa and Russia.

As previously disclosed, on May 5, 2009, our conypamtered into a memorandum of understanding with a
potential buyer that contemplates the divestmewofinterests in our coal and minerals customeujgrand our
workshop, located in Cologne, Germany, for the nfeacturing of equipment for the cement and coal minterals

industries.

We have also agreed to use our best efforts taedhastransfer of certain staff that are employethe field of
coal and minerals by our group of companies, pagity in Russia and China , and to grant the p@éEhuyer the
right to continue to manufacture our roller pressdpict for a period of three years from the clodate, provided
that is done on normal commercial terms. Furtt@rafperiod of three years from the date of closimg will offer
the workshop contracts to manufacture equipmentired, for our cement business that the workshopbkas
manufacturing up to this time, and the potentigldyuwill undertake to accept such orders on a jyidasis.

The memorandum of understanding is non-bindingtdpam certain provisions with respect to exclusiyi
confidentiality, termination and certain other nekaneous terms. Closing of the transaction isextlip completiol
of a satisfactory due diligence review, which i 8t progress. We continue to negotiate the teahthe proposed
transaction but have yet to enter into a definiigeeement regarding the divestment of our coalnainéral

customer group.

Financial Instruments and Other Instruments

We are exposed to market risks from changes indsteates, foreign currency exchange rates anityqayices
which may affect our results of operations andrfsial condition and, consequently, our fair valGenerally, our
management believes that our current financialtassal financial liabilities, due to their shortrtenature, do not
pose significant financial risks. We use variouaficial instruments to manage our exposure to wsifinancial
risks. The policies for controlling the risks assted with financial instruments include, but ace iimited to,
standardized company procedures and policies oteraauch as hedging of risk exposures, avoidaheadue
concentration of risk and requirements for collaltéincluding letters of credit) to mitigate credigk. We have risk
managers and internal auditors to perform audidsciiecking functions to ensure that company proeedand

policies are complied with.

We use derivative instruments to manage certaingxes to currency exchange rate risks. The use of
derivative instruments depends on our managempatteption of future economic events and developsnen
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These types of derivative instruments are genehédiigly speculative in nature. They are also verlaiile as they
are highly leveraged given that margin requiremangsrelatively low in proportion to notional amasirin the
period ended June 30, 2009, we were predominantériag into conservative hedging instruments sagh
forwarding contracts in order to mitigate currefiagtuations.

Many of our strategies, including the use of ddnaainstruments and the types of derivative insteats
selected by us, are based on historical tradingpet and correlations and our management’s exjatseof future
events. However, these strategies may not be éffgctive in all market environments or againstygbes of risks.
Unexpected market developments may affect ounmakagement strategies during this time, and uripatéxd
developments could impact our risk managementegfied in the future. If any of the variety of instrents and
strategies we utilize are not effective, we mayirlosses.

For more information about specific market risksawe exposed to, please see information underettteon
entitled “Quantitative and Qualitative Disclosufdsout Market Risk” in our annual report on Form R0-

Outstanding Share Data

Our shares are listed on the New York Stock Exchamgler the symbol “KHD”. Effective September 10,
2007, we effected a forward stock-split of our edand outstanding common shares on the basisoof tw
(2) common shares for every existing one (1) comstwre. As at August 13, 2009, the share capitaliof
company was as follows:

Class of share Par Value Number Authorized Number Issued

Common No Par Valu Unlimited 30,259,911

(1) Based on our consolidated financial statementss fiimber did not include 5,875,617 common sharegedvo)
five wholly-owned subsidiarie:

As at August 13, 2009, our company had the follgnaptions granted and outstanding:

Type Number Exercise Price Expiry Date
Options 126,11¢ $ 13.0¢ May 17, 201¢
Options 31,11: % 15.9( December 14, 201
Options 200,00: $ 26.8¢ May 17, 2017
Options 66,66 $ 29.2¢ June 28, 201
Options 50,00C $ 31.2¢ December 4, 201
Options 46,66¢ $ 30.31 December 14, 201
Options 22,500 $ 30.8¢ May 15, 201¢
Options 199,99t $ 31.81 May 19, 201¢
Options 66,66¢ $ 31.5¢ June 30, 201

Disclosure Controls and Procedures

We maintain a set of disclosure controls and prosesidesigned to ensure that information requivdabt
disclosed is recorded, processed, summarized aodtee within the time periods specified in provalsecurities
legislation. We evaluated our disclosure controid procedures as defined under National Instrurbs2+it09 as at
June 30, 2009. This evaluation was performed byGhief Executive Officer and Chief Financial Offiogith the
assistance of other employees to the extent nagemsd appropriate. Based on this evaluation, duef(Executive
Officer and Chief Financial Officer concluded thia design and operation of these disclosure clsraral
procedures were effective.

Changes in Internal Controls Over Financial Reporthg

We maintain internal controls over financial repaytwhich have been designed to provide reasonable
assurance of the reliability of external finanegborting in accordance with GAAP as required byidiel
Instrument 52-109.

There were no changes in our internal control éwancial reporting that occurred during the sixattoperiod
ended June 30, 2009 that have materially affectedre reasonably likely to materially affect, @iternal control
over financial reporting.
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Risk Factors and Uncertainties

An investment in our company involves a numbeilisKs. You should carefully consider the followirigks
and uncertainties in addition to other informatinrhis quarterly report in evaluating our compamg our business
before making any investment decision in regardbécsshares of our company’s common stock. Oumlessi
operating and financial condition could be harmad th any of the following risks. The risks desedibelow are
not the only ones facing our company. Additionsksi not presently known to us may also impair asifess
operations.

Risk Factors Relating to Our Busines

The worldwide macroeconomic downturn has reducebcauld continue to reduce the demand for our itrékis
plant engineering and equipment supply businessathount of royalty we receive from the Wabush in@nmine
and the value of our financial assets, and therefolay have a continuing material adverse effeawrfinancial
results. The recent industry trends of demand dnpadnsolidation and capital expenditures have matgel. Many
of our customers are facing liquidity problems amane are revisiting their capital expenditure plaAs a result,
the market price of our common shares has declimetimay continue to decline.

The ongoing economic crisis, which materially worese in the fourth quarter of 2008, has had a sicanit
negative impact on virtually every segment of treldr economy due to many factors including the @ffef the
subprime lending and general credit market crigelstile but generally declining energy costs, sowconomic
activity, decreased consumer confidence and contgnpdces, reduced corporate profits and capitehsing,
adverse business conditions, increased unemployanehiiquidity concerns. The industrial plant erggiring and
equipment supply industry is cyclical in naturetelds to reflect and be amplified by general eotin@onditions,
both domestically and abroad. Historically, in pes of recession or periods of minimal economicvgho the
operations underlying industrial plant engineesamgl equipment supply companies have been advefebted.
Certain end-use markets for clinker, cement, codlrainerals experience demand cycles that areyhagirtelated
to the general economic environment, which areise@$o a number of factors outside of our conttbsuch end-
use markets for clinker, cement, coal and minesigisificantly deteriorate due to these macroecoraffects, our
business, financial condition and results of openatwill likely be materially and adversely affedt In addition,
these macroeconomic effects, including the reuitatession in various countries and slowing ofglobal
economy, will likely result in a continued decreaseommercial and industrial demand for our sexsiand
products, which will have a material adverse eftecbur financial results. In addition, during resiens or periods
of slow growth, the construction industries typigaxperience major cutbacks in production whichymesult in
decreased demand for our products and serviceasuBeave generally have high fixed costs, our fabiffity is
significantly affected by decreased output and elses in the demand for the design and construatfiplant
systems or equipment that produce or process clickenent, coal and various minerals. Reduced dérmarour
products and services and pricing pressures witesly affect our financial condition and reswft®perations. In
addition, in periods of recession or periods ofimal economic growth, the demand for steel and aanusually
decreases significantly and results in a drop énpttice for iron ore. Such decreases in the derfaricbn ore and
the resulting decrease in price for iron ore valid to a decrease in the royalty we receive fraabush iron ore
mine and could have a material adverse effect offimancial results. We cannot predict the timinglaration of
the current economic slowdown or the timing orrggté of a subsequent economic recovery, worldwide the
industrial plant engineering and equipment suppdiustry, and cannot predict the extent to whichctimeent
economic slowdown and macroeconomic events willdatur business. However, the uncertainty reggrtfia
financial markets and worldwide political and ecomo climates are expected to continue to affectdégmmand for
our products and services during the coming morithe.market price of our common shares may deciéase
investors have concerns that our business, finbkoamalition and results of operations will contirtoebe negatively
impacted by the worldwide macroeconomic downturn.

The worldwide macroeconomic downturn has resuklethé prolonging or cancellation of some of ourtousers’
projects and may negatively affect our custor ability to make timely payment to us. Furthemniay result in a
further decrease in the demand for our productsewices. Any of these may have a material adwedfeet on oul
operating results and financial condition.

Any downturn in the industrial plant engineeringlaguipment supply industry or in the demand faneet,
minerals, coal or other related products may bergeand prolonged, and any failure of the industrggssociated
markets to fully recover from a downturn could easly impact our revenue and harm our businesandiial
condition and results of operations. During a dawmtthe timing and implementation of some of @augér
customer projects may be affected. Some projecishagrolonged or even discontinued or cancelledirg the
fourth quarter of 2008, we received requests frdmaed number of customers to modify the termexikting
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contracts. These requests included the extensioredft terms, delays or cancellation of the casttraln addition,
one of our customers went into voluntary liquidatigVe have reviewed the financial impact of themgagion
requests and recognized an additional loss on meted contracts of $2.1 million in the first halfaD09. During th
current period, contract cancellations were natificant and the amount of contracts at risk ineldiéh our order
intake and backlog was reduced to $126.8 millioatakine 30, 2009. We estimate that other contraajsbe at
risk, meaning we may receive indications from costos that contract variations or cancellationsagpessibility,
although we cannot provide any assurance as tevilagtual amounts of contracts that may be at nisktd the
uncertainty of current and future economic condgiand other factors which are beyond our control.

Furthermore, our customers may face deterioratidheir business, cash flow shortages, and difficghining
timely access to sufficient credit, which coulduiégn an impairment of their ability to make tinggdayments to us.
In certain emerging markets, customers have olddiaek guarantees or credit insurance to suppeditoextended
to them. As these expire, there can be no assuthatsuch customers will be able to renew or ektae credit
support previously made available. If we fail tadarstand the financial position or strategic innbur key
customers, there is a risk that such customerglaaricel their contracts or default on project pagts which couli
have a negative impact on our business and resfutfgerations. In addition, our suppliers may bpegiencing
similar conditions, which may adversely affect tradility to fulfill their obligations to us, whichould result in
product delays, increased accounts receivable tiefaud inventory challenges. If any of these thingcur, there
could be an adverse impact on our financial reswismay be required to increase our allowanceléobtful
accounts and our revenues would be negatively itagdaédditionally, some of our competitors may haeomore
aggressive in their pricing practices, which coadiyersely impact our gross margin. Accordingly, operating
results may vary significantly as a result of tleagral conditions in the industrial plant enginegr@nd equipment
supply industry, which could cause large fluctuagian our share price. Additionally, the combinataf our length
sales cycle coupled with challenging macroeconamiditions could have a negative impact on theltesfi our
operations.

Due to the worldwide economic downturn, we haveld@ed a restructuring program to improve the pddility,
competitiveness and efficiency of our businessmaienot be able to effectively implement our restning
program and our restructuring program may not résalthe expected benefits, which may have a natediverse
effect on our operating results.

In the first quarter of 2009, we announced the enmntation of a restructuring program to streamtbime
organization and reduce operating costs in ordadtivess the worldwide economic downturn and ipeeted
effects on our and our customers’ businesses. Apthis restructuring program, we intend to reglour
workforce by approximately 50 percent over the rié&months and either divest or shut down our iratgonal coa
and minerals customer group. There are severa idlerent in our efforts to implement our restuicty program.
The program may involve higher costs or a longaetable than we currently anticipate. The prograay impair
our ability to remain competitive in the marketsaihich we compete and to operate effectively. Iditah, the
program may have other consequences, such amatbéyond our planned reduction in workforce oegative
effect on employee morale and our competitors neak $o gain a competitive advantage over us. Wenoape
able to effectively implement our restructuring gmam as planned and the program may not resuieiexpected
benefits, any of which may have a material adveffeet on our operating results.

Our annual and quarterly operating results varyrfr@eriod to period and therefore may have a matadaerse
effect on our financial results.

Our annual and quarterly operating results vargnfperiod to period as a result of the level andnipof
customer orders, fluctuations in materials androthosts, completion of contracts and the relative oh revenue.
The level and timing of customers’ orders will vahye to customer budgets, variation in demandhfeir products
and general economic conditions. Our annual andepyaoperating results are also affected by ciépadilization
and other factors, including price competition, @penal effectiveness and efficiency, the degrfeaubomation
used, the ability to manage labour and assetstefédg the timing of expenditures in anticipatiohforecasted sali
levels, the timing of acquisitions and related gn#ion costs, customer delivery requirements,tages of
components or labour, the impact of foreign excledigrtuations and other factors. Any substantzlation in any
of our annual or quarterly operating results mayehea material adverse effect on our financial tssul
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Any significant disruption of our operations maymeour business reputation and cause an adversetefh our
financial results

Breakdown of equipment or other events, includiaastrophic events such as health and safety misice
natural disasters, leading to interruptions at@fur facilities or at any of the facilities oreas at which we are
providing services, could have a material adveffeeieon our financial results. Further, becausaynaf our
customers are, to varying degrees, dependent ongdiadeliveries, customers that are forced to ezhdle their ow
production due to such delays could pursue findietagms against us. We may incur costs to coraegtof these
events, in addition to facing claims from custonar¢hird parties dependent upon the delivery afsmrvices or
products. Further, if any of these events occurvaadre forced to delay the delivery of our sersj¢hen our
reputation among actual and potential customershmayarmed, potentially resulting in a loss of hass. While w
maintain insurance policies covering, among othegs, physical damage, business interruptiongpaoduct
liability, these policies may not cover all of dasses and we could incur uninsured losses anttitiebarising fron
such events, including damage to our reputaticss &f customers and substantial losses in opegtapacity, any
of which could have a material adverse effect anfimancial results.

We are exposed to political, economic, legal, opernal and other risks as a result of our globakoations, which
may negatively affect our business, results of apans, financial condition and cash flow.

In conducting our business in major markets arahedvorld, we are, and will continue to be, subject
financial, business, political, economic, legalegiional and other risks that are inherent in afieg in other
countries. We operate on a global basis, in botteldped and underdeveloped countries. In additché business
risks inherent in developing a relationship witheavly emerging market, economic conditions may loeenvolatile
legal and regulatory systems less developed artigiable, and the possibility of various types dvarse
governmental action more pronounced. In additioftafion, fluctuations in currency and interesesgtcompetitive
factors, civil unrest and labour problems coulcefffour revenues, expenses and results of opesatr
operations could also be adversely affected byafatsar, terrorism or the threat of any of theserds as well as
government actions such as expropriation, contmolsnports, exports and prices, tariffs, new fowhtaxation or
changes in fiscal regimes and increased governragatation in the countries in which we operateféer our
services. We also face the risk that exchange aisndr similar restrictions imposed by foreign gowraental
authorities may restrict our ability to convertdbcurrency received or held by us in their co@stior to take those
other currencies out of those countries. Unexpeatathcontrollable events or circumstances in drthese marke
could have a material adverse effect on our firemeisults.

Transactions with parties in countries designatgdhe United States State Department as state spon$
terrorism may lead some potential customers andstors in the United States and other countriesvimid doing
business with us or investing in our shares.

We currently engage and may continue to engagasimbss with parties in certain countries that the
United States State Department has designatedtassgpionsors of terrorism. United States law géiggyeohibits
United States persons from doing business with soohtries. In the case of these designated cegnttiere are
prohibitions on certain activities and transactjaared penalties for violation of these prohibitiamslude criminal
and civil fines and imprisonment. We are a compaongrporated in British Columbia, Canada and, to ou
knowledge, our activities with respect to thesenties have not involved any United States peraagither a
managerial or operational role. While we seek tmgly with applicable legal requirements in our degd in these
countries, it is possible that our company or pessemployed by us could be found to be subjecatattons or
other penalties under this legislation in connectigth the activities in these countries.

We are aware, through press reports and other mefimitiatives by governmental entities in theitéd State:
and by United States institutions such as univessénd pension funds, to adopt laws, regulatiompobicies
prohibiting transactions with or investment inrequiring divestment from, entities doing businedt these
countries. It is possible that such initiatives megult in our being unable to gain or retain &xgisubject to such
prohibitions as customers or as investors in oaresh In addition, our reputation may suffer dueunassociation
with these countries. Such a result may have adwadfscts on our business.

Changes in the cost of raw materials could haveatenal adverse effect on our financial conditiomdaresults of
operations.

We may be significantly affected by changes inghees of and demand for cement, minerals, coaloainerr
related products and the supply of materials necgss make clinker and cement. The prices and ddrfar these
products and materials can fluctuate widely asalt®f various factors beyond our control suclk@sply and
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demand, exchange rates, inflation, changes in ldmnomics, political and social unrest and ofaetors. Any
substantial increases in the cost of such matedakhe transportation and/or availability of sunhterials, could
adversely affect the demand for cement, mineralsl @nd other related products. If the demand éonent,
minerals, coal and other related products decretisas the demand for our industrial plant engimeeand
equipment supply business will decrease, whichiwiturn adversely impact upon our financial coieditand
results of operations. Our ability, therefore, taimtain or increase our revenues may be adverffelgted by a
sustained material reduction in the demand or gacsuch products and materials.

We are subject to risks associated with changiognelogy and manufacturing techniques, which cqldde us at
a competitive disadvantage.

The successful implementation of our businessegjyatequires us to continuously evolve our exispngducts
and services and introduce new products and sertacaeet customers’ needs. Our designs and prodtet
characterized by stringent performance and spatific requirements that mandate a high degree ntifaaturing
and engineering expertise. We believe that ouoosts rigorously evaluate our services and prodartthie basis
of a number of factors, including quality, pricenguetitiveness, technical expertise and developcagpéability,
innovation, reliability and timeliness of deliveryroduct design capability, operational flexibiligustomer service,
and overall management. Our success depends @bibity to continue to meet our customers’ changing
requirements and specifications with respect tedtand other criteria. There can be no assuraatevthwill be
able to address technological advances or introdaeedesigns or products that may be necessagntain
competitive within the industrial plant engineerisgd equipment supply business.

Our competitors include firms traditionally engagedhe industrial plant engineering and equipmsupply
business and failure to understand the competitimdscape could lead to a decrease of our markatesh

We conduct our business in a global environmeritighaighly competitive and unpredictable. Our paim
competitors are international companies with gresgsources, capital and access to information tisa®ur
competition includes other entities who provideusitial and process engineering services amitmtucts related 1
cement technology, mineral processing and coahtolyy, including feasibility studies, raw materiesting, basic
and detail plant and equipment engineering, finragcioncepts, construction and commissioning, ansbpael
training. Increased competition may lead to a dedinh the demand for our industrial plant enginegand
equipment supply business and failure to understamdompetitive landscape, which includes comestitvith
greater resources and capital than us, could teadlecrease of our market share.

We are exposed to unidentified or unanticipatekisrishich could impact our risk management strategighe
future and could negatively affect our results pé@tions and financial conditiol

We use a variety of instruments and strategiesaioage exposure to various types of risks. For elgmg
may use derivative foreign exchange contracts toagea our exposure to foreign currency exchangeiske. If an
of the variety of instruments and strategies thatilize to manage our exposure to various typesk are not
effective, we may incur losses. Unexpected markegelbpments may affect our risk management stredesyid
unanticipated developments could impact our riskagament strategies in the future.

Failure to successfully deliver and implement mgjmjects in line with established project and Imgsis plans ma
adversely affect our results of operation and ficiahcondition.

Our future revenues and profits are, to a signifiextent, dependent upon the successful complefiamajor
projects within budget, cost and specificationse @klivery of such projects is subject to healtti safety,
sub-surface, technical, commercial, legal, contraahd economic risks. During the pre-tender andee phases,
projects are subject to a number of sub-surfagginerring, stakeholder, commercial and regulatisiksr The
principal risk prior to tender is failure to acctaly assess a project’s schedule and cost, leadingargin erosion or
negative returns. Development projects may be @elay unsuccessful for many reasons, including: @og time
overruns of projects under construction; failuredmply with legal and regulatory requirements;ipment
shortages; availability, competence and capakifityuman resources and contractors; and mechamdaiechnical
difficulties. Projects may also require the usa@fv and advanced technologies, which can be exgetsdevelop,
purchase and implement and which may not functexpected. In the event that we fail to succelysdigliver anc
implement major projects in line with project angslmess plans, our results of operations and fiahoondition
may be adversely affected.
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Any significant inflation or deflation may negatiyaffect our business, results of operations andrfcial
condition.

Inflation may result in increases in our expensdated to the provision of industrial plant engirireg and
equipment supply business, which may not be readdgverable in the price of such services provideour
clients. Increases in inflation in overseas coestdould result in a reduction in our revenues wiegorted in
United States currency. To the extent that inflatiesults in rising interest rates and has otheem@ effects on
capital markets, it may adversely affect our bussneesults of operations and financial condition.

Deflation is the risk that prices throughout thereamy may decline, which may reduce the amounbydlty
we receive from our interest in the Wabush ironranee. Deflation may also result in the decreastmefprice of
cement which may result in our customers delayingamcelling projects. Any such delays or canceltet could
result in reduced demand for our products and sesyiwhich may adversely affect our business, tesfll
operations and financial condition.

Failure to attract, motivate and retain skilled gennel may have a material adverse effect on osinless ant
results of operations.

Our performance and ability to mitigate significaisks within our control depend on the skills affbrts of
our employees and management teams. Future sueitliedspend to a large extent on the continueditgyttib
attract, retain, motivate and organize highly skiland qualified personnel. This in turn will bepeted by
competition for human resources. Loss of the sesvif key people or an inability to attract ancireemployees
with the right capabilities and experience, mayehawmaterial adverse effect on our business andtgex
operations.

We are exposed to legal risks in our business wéiietoften difficult to assess or quantify. We nimayr significant
legal expenses in defending against any litigation.

We are exposed to legal risks in our businessudtieyy warranty claims that may be made in conneatiith
warranties that we provide to our customers in ection with the industrial and engineering prodwaeid services
that we provide. If we receive a significant numbgwarranty claims, then our resulting warrantgtsoccould be
substantial and we could incur significant leggdenses evaluating or disputing such claims.

Some of our subsidiaries operating in the indu$piant engineering and equipment supply businesstffed by
a unionized workforce, and union disputes and o#mployee relations issues may materially and asbhgraffect
our financial results.

Some of the employees of our operating subsidiatiesepresented by labour unions under collective
bargaining agreements with varying durations amration dates. We may not be able to satisfagtoehegotiate
our bargaining agreements when such agreementeekpaddition, existing bargaining agreements maty
prevent a strike or work stoppage in the future, amy such work stoppage may have a material aglefsct on
our financial results.

We may not be able to protect the confidentialmique aspects of our technology, which would reduge
competitive advantage.

We rely on a combination of patents and patentiegigbns, trade secrets, confidentiality procedaned
contractual provisions to protect our technologgspite our efforts to protect our technology, uhatized parties
may attempt to copy aspects of the products wegdesi build or to obtain and use information thatmegard as
proprietary. Policing unauthorized use of our testbgy and products is difficult and expensive. didition, our
competitors may independently develop similar tedbgy or intellectual property. If our technologydopied by
unauthorized parties, violates the intellectualperty of others or if our competitors independediyelop
competing technology, we may lose existing custenaed our business may suffer.

We are exposed to various counterparty risks whialy adversely impact our financial position, resulf
operations, cash flows and liquidity.

The challenging credit environment since 2008 ligklighted the importance of governance and managém
of credit risk. Our exposure to credit risk takies form of a loss that would be recognized in thenéthat
counterparties failed to, or were unable to, mieeir payment obligations. Such risk may arise itate agreements
in relation to amounts owed for physical produd¢sathe use of derivative instruments, the investnof surplus
cash balances and amounts owed to us by one dbimner subsidiaries pursuant to two promissory
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notes. The current credit crisis could also leathéofailure of companies in our sector, potentialtluding
partners, contractors and suppliers.

We have exposure to the financial condition ofwanious lending, investment and derivative couraeies.
With respect to derivative counterparties, we aéqgglically party to derivative instruments to hedgur exposure 1
foreign currency exchange rate fluctuation. Aswife)30, 2009, we were party to foreign currencytremts with a
notional value of approximately $9.7 million. Theunterparties to these contracts are commercidsh@n the
maturity dates of these contracts, the countegmatie potentially obligated to pay us the nelese#nt value. If any
of the counterparties to these derivative instrusierere to liquidate, declare bankruptcy or otheendease
operations, they may not satisfy their obligationsler these derivative instruments. In additionyway not be able
to cost effectively replace the derivative positd@pending on the type of derivative and the caireennomic
environment. If we were not able to replace thevadive position, we would be exposed to a greltes| of foreign
currency exchange rate risk which could lead tatauatthl losses.

With respect to lending and investment counterpayiturrent market conditions may increase couatrp
risks related to our cash equivalents, restriceshcshort-term cash deposits, receivables andyespdurities
(including preferred shares). We have depositectash and cash equivalents (including restrictstt)cand term
deposits with reputable financial institutions witigh credit ratings. As at June 30, 2009, our camypand its
subsidiaries had cash and cash equivalents agmg&93.4 million with one bank in Austria. If asych
counterparties are unable to perform their oblayetj we may, depending on the type of countergargngement,
experience a significant loss of liquidity or arsfgcant economic loss. Changes in the fair valtithese items may
adversely impact our financial position, result®pérations, cash flows and liquidity.

Our bonding facility is provided by a syndicatesof banks. All banks in the syndicate are highkgdawith
three located in Austria and three in Germany. ABtreding facility is secured for one year and difian rates are
well below available limits. We do not have sigcéfint unutilized credit lines. The counterpartiesto derivative
contracts are highly rated Austrian and Indian Isaiflhe Austrian, German and Indian governmentsaalé
announced that resources are available to sugprtdanking systems.

Our ability to utilize financial instruments may bestricted because of tightening and/or elimimatid
unsecured credit availability with counterpartiésve are unable to utilize such instruments, wey ina exposed to
greater risk with respect to our ability to managposures to fluctuations in foreign currencieterest rates, and
lead prices.

General Risks Faced by Our Company

Investor! interests will be diluted and investors may suffidution in their net book value per share if vgsue
additional shares or raise funds through the sdlequity securities.

Our constating documents authorize the issuancerafmon shares and class A preferred shares. keverd
that we are required to issue any additional sharesiter into private placements to raise finagp¢hrough the sale
of equity securities, investors’ interests in oampany will be diluted and investors may suffeutidn in their net
book value per share depending on the price athwdich securities are sold. If we issue any sudftiadal shares,
such issuances will also cause a reduction in thpgstionate ownership of all other shareholdetsther, any such
issuance may result in a change of control of onngany.

Our constating documents contain indemnificatioovisions and we have entered into agreements indgnmour
officers and directors against all costs, charges &xpenses incurred by them.

Our constating documents contain indemnificatioovigions and we have entered into agreements esbect
to the indemnification of our officers and dire@@gainst all costs, charges and expenses, inglagimounts
payable to settle actions or satisfy judgmentsjalyt and reasonably incurred by them, and amopaysible to
settle actions or satisfy judgments in civil, cniri or administrative actions or proceedings tooktihey are made
party by reason of being or having been a diremtafficer of our company. Such limitations on ligh may reduce
the likelihood of litigation against our officeraddirectors and may discourage or deter our shitets from suing
our officers and directors based upon breacheseaf dluties to our company, though such an acti@uccessful,
might otherwise benefit us and our shareholders.

Certain factors may inhibit, delay or prevent agaker of our company which may adversely affecptioe of our
common stock.

Certain provisions of our charter documents andctirporate legislation which govern our company may
discourage, delay or prevent a change of controhanges in our management that shareholders nmajden
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favourable. Such provisions include authorizingitseiance by our board of directors of preferredisin series,
providing for a classified board of directors wittaggered, three-year terms and limiting the persdro may call
special meetings of shareholders. In addition/itestment Canada Athposes certain limitations on the rights of
non-Canadians to acquire our common shares, althibighighly unlikely that this will apply. If ahange of

control or change in management is delayed or ptede the market price of our common stock couldide.

Fluctuations in interest rates and foreign currereichange rates may affect our results of operatamd financia
condition.

Fluctuations in interest rates may affect the ¥alue of our financial instruments sensitive t@mest rates. An
increase in market interest rates may decreadaithealue of our fixed interest rate financial rnsnent assets ant
decrease in market interest rates may decreaseithalue of our fixed interest rate financialtinsnent liabilities,
thereby resulting in a reduction in the fair vabfeur equity. See section entitled “Financial ®@ttier Instruments”
for additional information with respect to our espice to interest rate risk.

Similarly, fluctuations in foreign currency exchangtes may affect the fair value of our finanaiatruments
sensitive to foreign currency exchange rates. @pornting currency is the United States dollar. pAréeiation of
such currencies against the United States dollhdegcrease the fair value of our financial instemhassets
denominated in such currencies and an appreciafisach currencies against the United States dwilaimcrease
the fair value of our financial instrument liaki#is denominated in such currencies, thereby resguiti a reduction |
our equity. See the section entitled “Financial &tder Instruments” for additional information witkspect to our
exposure to foreign currency exchange rate risk.

Additional Information

We file annual and other reports, proxy statemantsother information with certain Canadian semsit
regulatory authorities and with the Securities Brdhange Commission (the “SEC”) in the United Statéhe
documents filed with the SEC are available to thelis from the SEC’s website at http://www.sec.gblie
documents filed with the Canadian securities regeyaauthorities are available at http://www.secam.
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UNAUDITED INTERIM FINANCIAL STATEMENTS

In accordance with National Instrument 51-102 redebby the Canadian Securities Administrators, KHD
Humboldt Wedag International Ltd. discloses thamiditors have not reviewed the unaudited findstiements
for the period ended June 30, 2009.

NOTICE TO READER OF THE INTERIM CONSOLIDATED FINANC IAL STATEMENTS

The accompanying interim consolidated balance stfdeHD Humboldt Wedag International Ltd. as at
June 30, 2009 and the related consolidated statsroboperations and retained earnings, comprebeirstome
and cash flows for the three- and six-month pertbda ended are the responsibility of managemérasd
consolidated financial statements have not bedewex on behalf of the shareholders by the indepeexternal
auditors of KHD Humboldt Wedag International Ltd.

The interim consolidated financial statements Haeen prepared by management and include the sslaxti
appropriate accounting principles, judgments atidheses necessary to prepare these financial seatisnm
accordance with Canadian generally accepted adoguntinciples.
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD. AND SUBSIDIAR

Current Asset
Cash and cash equivalel
Shor-term cash deposi
Securities
Restricted cas
Accounts receivable, trac
Other receivable
Inventories
Contract deposits, prepaid and ot
Future income tax asse
Total current asse
Non-current Asset
Notes receivabl
Property, plant and equipme
Interest in resource propel
Equity method investmen
Future income tax asse

CONSOLIDATED BALANCE SHEETS
June 30, 2009 and December 31, 2008
(United States Dollars in Thousands)

ASSETS

Investment in preferred shares of former subsieks

Other nor-current asset
Total nor-current asset

LIABILITIES AND SHAREHOLDERS ' EQUITY

Current Liabilities

Accounts payable and accrued expel
Progress billings above costs and estimated earmingincompleted contrac
Advance payments received from custon

Income tax liabilities

Deferred credit, future income tax ass
Accrued pension liabilities, current porti
Provision for warranty costs, current port

Provision for restructuring cos

Provision for supplier commitments on terminatedtomer contract

Total current liabilities
Long-term Liabilities
Long-term debt, less current portit

Accrued pension liabilities, less current port
Provision for warranty costs, less current por
Deferred credit, future income tax ass

Future income tax liabilit
Other lon¢-term liabilities

Total lon¢-term liabilities

Total liabilities
Minority Interests
Shareholde’’ Equity
Common stock, without par val
Treasury stocl
Contributed surplu
Retained earning

Accumulated other comprehensive inca

Total shareholde’ equity

The accompanying notes are an integral part oktheasolidated financial statements.
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2009 2008
$355,16.  $409,08
1,67¢ —
3,80+ 2,987
27,45(  32,00¢
63,65( 62,76
2340: 283l
93,42: 110,16
55,95¢ 58,69
6,13( 7,67¢
630,65 711,68
11,26¢ —
1,90¢ 2,48¢
2531¢ 24,86
28¢ 328
8,69: 6,33¢
— 1912
83€ 83C
4829 53,96
$678,94¢  $765,65¢
$117,17¢  $178,58:
145,75¢ 171,84
12,01: 11,33
5,40( 9,11z
3,50¢ 4,21
2,17¢ 2,15¢
29,68¢  30,85¢
7,04¢ —
23,90 23,72
346,66 431,82
11,398 11,31
29,28F  29,20¢
9,08¢ 7,52
4,20¢€ 4,17¢€
9,08: 7,64¢
6,79 8,34+
69,85: _ 68,21
416,51. 500,03
4,56¢ 3,70¢
143,82(  143,82(
(96,15 (93,799
7,20¢ 7,62t
149,43; 155,68
53,56( _ 48,57
257,86 261,91
$678,94¢  $765,65¢




Table of Contents

KHD HUMBOLDT WEDAG INTERNATIONAL LTD. AND SUBSIDIAR IES

CONSOLIDATED STATEMENTS OF OPERATIONS AND RETAINED EARNINGS

For Six Months Ended June 30, 2009 and 2008
(Unaudited)
(United States Dollars in Thousands, Except Earnirgy(Loss) per Share)

2009 2008
Revenue: $ 21797" $ 281,07¢
Cost of revenue 173,72 227,53
Loss on terminated customer contre 2,051 —
Restructuring costs, wri-down of inventorie: 1,121 —
Gross profit 41,07¢ 53,53¢
Income from interest in resource prope 3,922 14,19¢
Selling, general and administrative expe (37,519 (26,915
Stocl-based compensation recovery (expe— selling, general and administrati 41€ (2,12¢)
Restructuring cost (6,779
Operating incom: 1,12¢ 38,69:
Interest incom 3,94¢ 10,87¢
Interest expens (1,419 (961)
Foreign currency transaction gains (losses) 68C (9,027
Share of loss of equity method inves (22) (49
Loss on settlement of investment in preferred shaféormer subsidiarie (9,539 —
Other income (expense), r 1,068 (2,962)
Income (loss) before income taxes and minorityrégts from continuing operatio (4,15€) 36,57+
Provision for income taxe
Income taxe: (1,269 (6,10€6)
Resource property revenue ta: (889 (3,097
(2,159 (9,199
Income (loss) before minority interests from couimg operation: (6,309 27,375
Minority interests 0 (27€)
Net income (loss (6,249) 27,101
Retained earnings, beginning of the pel 155,68: 162,63:
Retained earnings, end of the per 149,43. 189,73«
Accumulated other comprehensive inca 53,56( 96,19¢
Total of retained earnings and accumulated otherpecehensive incom $ 202,99: $§ 285,92
Basic (loss) earnings per shi $ (0.21) $ 0.8¢
Diluted (loss) earnings per she $ (0.21) $ 0.8¢

Weighted average number of common shares outsig

— basic
— diluted

30,450,06 30,282,29
30,450,06 30,617,68

The accompanying notes are an integral part ottheasolidated financial statements.
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD. AND SUBSIDIAR IES

CONSOLIDATED STATEMENTS OF OPERATIONS AND RETAINED EARNINGS
For Three Months Ended June 30, 2009 and 2008
(Unaudited)
(United States Dollars in Thousands, Except Earnirgy(Loss) per Share)

2009 2008

Revenue: $ 105,84 $ 14424
Cost of revenue 81,45 115,90¢
Loss on terminated customer contre 2,55¢
Gross profit 21,83t 28,33:
Income from interest in resource prope 1,792 10,22¢
Selling, general and administrative expe (22,459 (14,070
Stocl-based compensation recovery (expe— selling, general and administrati 1,30¢ (1,067
Restructuring cost (17 —

Operating incom: 2,461 23,425
Interest incom 1,631 5,81z
Interest expens (720) (442)
Foreign currency transaction losses, (903) (59€)
Share of loss of equity method inves — (49
Loss on settlement of investment in preferred shaféormer subsidiarie (9,539 —
Other income (expense), r 25C (1,620
Income (loss) before income taxes and minorityrégts from continuing operatio (6,819 26,53:
Provision for income taxe

Income taxe: (299) (4,415

Resource property revenue ta: (39¢) (2,215)

(697) (6,630)

Income (loss) before minority interests from couiig operation: (7,510 19,90z
Minority interests 56 (233)
Net income (loss (7,459 19,67(
Retained earnings, beginning of the pel 156,88t 170,06«
Retained earnings, end of the per 149,43. 189,73«
Accumulated other comprehensive inca 53,56( 96,16¢
Total of retained earnings and accumulated othempcehensive incom $ 202,99. $ 285,89¢
Basic (loss) earnings per shi $ (0.25) $ 0.6t
Diluted (loss) earnings per shz $ (0.25) $ 0.64
Weighted average number of common shares outsig

— basic 30,378,28  30,330,46

— diluted 30,378,28  30,707,22

The accompanying notes are an integral part oktheasolidated financial statements.
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD. AND SUBSIDIAR IES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For Six Months Ended June 30, 2009 and 2008
(Unaudited)
(United States Dollars in Thousands)

2009 2008
Net income (loss) for the peric $(6,249) $27,10:
Other comprehensive income, net of
Unrealized gains and losses on translating finastaaements of self-sustaining foreign
operations 4,98: 51¢
Other comprehensive incor 4,98: 51¢
Comprehensive income (loss) for the pel $(1,26€) $27,62(

The accompanying notes are an integral part oktheasolidated financial statements.
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD. AND SUBSIDIAR IES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For Three Months Ended June 30, 2009 and 2008
(Unaudited)
(United States Dollars in Thousands)

2009 2008
Net income (loss) for the peric $(7,454) $19,67(
Other comprehensive income, net of
Unrealized gains and losses on translating finastaaements of self-sustaining foreign
operations 15,59( 30
Other comprehensive incor 15,59( 30
Comprehensive income for the per $ 8,13¢  $19,70(

The accompanying notes are an integral part oktheasolidated financial statements.
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD. AND SUBSIDIAR

CONSOLIDATED STATEMENTS OF CASH FLOWS
For Six Months Ended June 30, 2009 and 2008
(Unaudited)
(United States Dollars in Thousands)

Cash flows from continuing operating activit
Income (loss) from continuing operatic
Adjustments for

Amortization and depreciatic

Foreign currency transaction (gains) losses

Minority interests

(Gain) loss on shc-term securitie!

Stocl-based compensation (recove

Future income taxe

Loss on terminated customer contre

Restructuring costs, asset impairment cha

Loss on settlement of investment in preferred shaféormer subsidiarie

Changes in operating assets and liabilities, neffetts of acquisitions and
dispositions
Shor-term cash deposi
Shor-term securitie!
Restricted cas
Receivable!
Inventories
Contract deposits, prepaid and ot
Accounts payable and accrued expet
Progress billings above costs and estimated eamingincompleted contracts, |
Advance payments received from custon
Income tax liabilities
Provision for warranty cos
Provision for restructuring cos

Other

Cash flows (used in) provided by continuing op@gctivities
Cash flows from continuing investing activiti
Purchases of property, plant and equipment
Purchases (disposition) of subsidiaries, net ofi @asjuired (dispose
Settlement of investment in preferred shares ahérsubsidiarie
Other
Cash flows provided by (used in) continuing invegtactivities
Cash flows from continuing financing activiti
Debt repayment
Issuance of shart
Cash flows provided by continuing financing actas
Exchange rate effect on cash and cash equive
(Decrease) increase in cash and cash equiv:
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

Cash and cash equivalents at end of period codsi$t
Cash and cash equivalel
Money market fund

The accompanying notes are an integral part oktheasolidated financial statements.
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2009 2008
$ (6,249 $ 27,101
1,90¢ 1,76€
(680) 9,021
(60) 27€
(799) 3,651
(41€) 2,12€
158 5,26¢
2,051 —
1,34¢ —
9,53¢ —
(1,59 (8,230
— 1,23(
4,54t (6,73¢)
202 (15,80%)
13,407  19,16¢
3,02C (23,306
(60,849 (1,229
(25,937  48,30:
572 14,19
(3,586 (12,899
114 (3,479
6,54¢ —
29¢ (462)
(56,370  59,95¢
(622 (1,067
(694) (921)
1,46F —
— (785)
14¢ (2,769)
— (195)
— 4,15:
— 3,95¢
2,298 10,22
(53,92 71,37
409,080 354,39
$355,16: $425,77
$336,86¢ $425,77
18,29: —
$355,16: $425,77-
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD. AND SUBSIDIAR IES

CONSOLIDATED STATEMENTS OF CASH FLOWS
For Three Months Ended June 30, 2009 and 2008
(Unaudited)
(United States Dollars in Thousands)

2009 2008
Cash flows from continuing operating activit
Income (loss) from continuing operatic $ (7,459 $ 19,67(
Adjustments for
Amortization and depreciatic 927 89¢
Foreign currency transaction losses, 90:3 59¢€
Minority interests (56) 238
(Gain) loss on shc-term securitie! (539 412
Stocl-based compensation (recove (1,305 1,06:
Future income taxe (902) 4,43¢
Loss on terminated customer contre 2,55¢ —
Loss on settlement of investment in preferred shaféormer subsidiarie 9,53¢ —
Changes in operating assets and liabilities, neffetts of acquisitions and
dispositions
Shor-term cash deposi 1,30t 99¢
Shor-term securitie! — 25
Restricted cas 4,871 (5,139
Receivable! 18,00z (12,479
Inventories 5,671 15,17
Contract deposits, prepaid and ot 4,06: (21,149
Accounts payable and accrued expet (37,816 7,98¢
Progress billings above costs and estimated eamingincompleted contracts, | (24,267) 4,52¢
Advance payments received from custon (4,500 7,82¢
Income tax liabilities 53 (1,239
Provision for warranty cos 1,21¢ 4,18(
Provision for restructuring cos 17 —
Other (98) (462)
Cash flows (used in) provided by continuing opegctivities (27,807) 27,56¢
Cash flows from continuing investing activiti
Purchases of property, plant and equipment (17¢) (379
Purchases (disposition) of subsidiaries, net ofi easjuired (dispose (25) (13€)
Settlement of investment in preferred shares ahérsubsidiarie 1,46t —
Other — (47E)
Cash flows provided by (used in) continuing invegtactivities 1,262 (98%)
Cash flows from continuing financing activiti
Debt repayment — (80)
Issuance of share — 4,022
Cash flows provided by continuing financing actas — 3,94z
Exchange rate effect on cash and cash equive 18,62 (2,880)
(Decrease) increase in cash and cash equivz (7,919 27,641
Cash and cash equivalents, beginning of pe 363,08( 398,13:
Cash and cash equivalents, end of pe $355,16.  $425,77:
Cash and cash equivalents at end of period codsit
Cash and cash equivale $336,86¢  $425,77-
Money market fund 18,29: —

$355,16.  $425,77:

The accompanying notes are an integral part oktheasolidated financial statements.
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD. AND SUBSIDIAR IES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2009
(Unaudited)

Note 1. Basis of Presentatior

The consolidated financial statements containedihénclude the accounts of KHD Humboldt Wedag rinéional
Ltd. and its subsidiaries (collectively, the “Comp8. The notes are stated in United States do(langess
otherwise indicated), as rounded to the nearesistimads (except per share amounts).

The interim period consolidated financial stateradrgve been prepared by the Company in accordaitite w
Canadian generally accepted accounting princifles.preparation of financial data is based on atiiog
principles and practices consistent with those uis¢lde preparation of the most recent annual fir@rstatements.
Certain information and footnote disclosure norpaitluded in consolidated financial statementgppred in
accordance with generally accepted accounting ipieechave been condensed or omitted. These infeghind
statements should be read together with the auddredolidated financial statements and the accowpipamotes
included in the Company’s latest annual report om20-F. In the opinion of the Company, its unéedlinterim
consolidated financial statements contain all némeeurring adjustments necessary in order to prtesséair
statement of the results of the interim periods@néed. The results for the periods presentedrharay not be
indicative of the results for the entire year.

Certain reclassifications have been made to ttor pdriod financial statements to conform to therent period
presentation.

Note 2. Nature of Operations

The Company operates internationally in the indalspdant engineering and equipment supply busiaesk
specializes in the cement, coal and mineral inéhsstiThe Company also holds an indirect interethiénWabush
iron ore mine in Canada.

Note 3. Accounting Policy Development:

In 2006, Canada’s Accounting Standards Board eatidi strategic plan that will result in CanadianABPAas used
by publicly accountable enterprises, being fullpeerged with International Financial Reporting Sizms
(“IFRS”) as issued by the International AccountBtgandards Board over a transitional period to lmepteted by
2011. The Company will be required to report ughngconverged standards effective for interim amtlal
financial statements relating to fiscal years beigig no later than on or after January 1, 2011.

Canadian GAAP will be fully converged with IFRSdhgh a combination of two methods: as current joint
convergence projects of the United States’ Findaaounting Standards Board and the Internatidwalounting
Standards Board are agreed upon, they will be addpt Canada’s Accounting Standards Board and reay b
introduced in Canada before the publicly accouetablterprises’ transition date to IFRS; and staiglaot subject
to a joint-convergence project will be exposedriroanibus manner for introduction at the time @& publicly
accountable enterprises’ transition date to IFRS.

The International Accounting Standards Board culyeand expectedly, has projects underway thaeapected to
result in new pronouncements that continue to evtiiRS, and, as a result, IFRS as at the trangitidé is expecte
to differ from its current form.

In June 2008, Canadian Securities Administratansad a staff notice which states that staff recmgtiiat some
issuers might want to prepare their financial stesets in accordance with IFRS for periods beginipingr to
January 1, 2011, the mandatory date for changgoM&RS for Canadian publicly accountable entegsignd staff
are prepared to recommend exemptive relief on @ locpgase basis to permit a domestic issuer tcapedts
financial statements in accordance with IFRS foaficial periods beginning before January 1, 2011.

The Company is required to qualitatively discldasdmplementation impacts in conjunction with i3 and 2009
financial reporting. As activities progress, distlee on pre- and post-IFRS implementation accogmolicy
differences is expected to increase. The Compaimytiee process of assessing the impacts of thadiam
convergence initiative on its financial statements

Effective January 1, 2009, the Company adopted dlandnstitute of Chartered Accountants’ (“CICA”aHdbook
Section 3064Goodwill and Intangible AssetBuring the current period, the Company also adopted
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

amendments to Handbook Section 3855ancial Instruments — Recogntion and Measureniérg.adoption of
this new accounting standard and amendments daedswe any material impact on the Company’s financi
position as of January 1, 2009.

Note 4. Earnings (Loss) per Share

Earnings (loss) per share data for the periodsceddee 30 from operations is summarized as follows:

Six Months Ended June 3 2009 2008
(Loss) earnings from continuing operations avadablcommon shareholde $ (6,249 $ 27,10

Number of Shares

2009 2008
Weighted average number of common shares outsig— basic 30,450,06 30,282,29
Effect of dilutive securitie
Options — 335,39:
Weighted average number of common shares outsig— diluted 30,450,06 30,617,68
Three Months Ended June 3 2009 2008
(Loss) earnings from continuing operations avaéablcommon shareholde $ (7.459H $ 19,67(
Number of Shares
2009 2008
Weighted average number of common shares outsig— basic 30,378,28 30,330,46
Effect of dilutive securitie
Options — 376,76(
Weighted average number of common shares outsig— diluted 30,378,28 30,707,22

Note 5. Stock-based Payment:

The Company has a stock option plan and an equigntive plan. Following is a summary of the chanigestock
options during the current period:

Outstanding at December 31, 2( 1,579,72I
Granted —
Forfeited (770,000
Exercisec —

Outstanding at June 30, 20 809,72(

During the current period, employees forfeited D00,stock options as a result of employment tertigna.
Pursuant to Handbook Section 38%@pck-based Compensation and Other Stock-baseddPaythe estimated
value of the stock-based compensation is adjustegflect differences between expected and actutdifures.
Accordingly, the forfeiture of a significant quagtof unvested stock options resulted in a netwveppof stock-
based compensation of $416 and $1,305 in the sitheand three months ended June 30, 2009, resggcti

Note 6. Settlement with Mass Financial with respect to Invstment in Preferred Shares of Formel
Subsidiaries

As at December 31, 2008, the Company held all®Séries 2 Class B preferred shares in Mass Fisa@orp.
(“Mass Financial”) and preferred shares in ond®fdrmer subsidiaries having an aggregate faagevai
Cdn$127,866 and a financial liability of Cdn$37,@Ming to Mass Financial. The Company and Massritiia
had a legally enforceable right to set off the ggiped amounts and determined to settle on a & ba
simultaneously. Accordingly, the financial assed #me financial liability were offset and the net@unt was
reported in the consolidated balance sheet. A&ae®ber 31, 2008, the net amount was written dovits t
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

estimated fair value of Cdn$23,420 (or $19,125¢r€hwas no change in fair value in terms of Camaddlars
between December 31, 2008 and the settlement date.

On May 12, 2009, the Company entered into and cetaglan agreement with Mass Financial for theesaght of
the non-transferable preferred shares of Mass Eiaband its former subsidiary for net considenatd
Cdn$12,284, which represented the gross settleamatint of the preferred shares of Cdn$49,284 offig¢he
indebtedness of Cdn$37,000 owed by the CompanyassWinancial. The payment of the Cdn$12,284 witlede
as follows:

(&) Cdn$8,284 being satisfied by Mass Financial aggeginransfer to the Company 788,201 of the Comjsany
common shares. 262,734 of the Company’s commoreshaalued at Cdn$2,762, were delivered to the
Company on May 12, 2009 and the remainder (which egauivalent to Cdn$5,522) would be delivered no
later than July 20, 2009. In July 2009, Mass Firgnas permitted in the agreement, elected toseethe
remainder in cash to the Compa

(b) Cdn$1,710 being satisfied by way of cash paymerntlags Financial to the Company on May 12, 2(

(c) Cdn$1,750 being satisfied by way of issuance bysMrsancial to the Company of a promissory noterttas
principal amount of Cdn$1,750, a term of 24 morthd an interest rate of 4% per annum payable alyrinal
cash. The note is repayable at the option of theeisby the issuance of common shares of Mass ¢ialan
based on the number of common shares of Mass Ralagualing the amount being repaid divided by the
30-day volume weighted average trading price ferNtass Financial common shares. The promissory note
can be repaid or be redeemed at any time in casble aiption of the issuer; al

(d) Cdn$540 being satisfied by setting-off accrued amgiid interest on indebtedness owed by the Comigany
Mass Financial pursuant to a loan agreement witesM@nancial dated January 31, 2C

Mass Financial also settled Cdn$11,346 in respitteoaccrued dividends on the preferred sharddasfs Financie
by way of the issuance of a promissory note hagipgincipal amount of Cdn$11,346, a term of 24 msmnd an
interest rate of 4% per annum payable annuallaghcThe note is repayable at the option of theeisky the
issuance of common shares of Mass Financial bas#teonumber of common shares of Mass Financiadlewgthe
amount being repaid divided by the 30-day volumeghted average trading price for the Mass Finaragaimon
shares. The promissory note can be repaid or keneeld at any time in cash at the option of theeissu

As a result of the settlement of the preferredehaf Mass Financial and one of its former subgikathe
Company recognized a loss of $9,538 (Cdn$11,136)drsecond quarter of 2009.

The notes receivable due from Mass Financial arlassified under non-current assets in the cors@dlbalance
sheet.
Note 7. Defined Benefit Cost

The Company maintains defined benefit plans thawige pension benefits for the employees of cetaiD
companies in Europe. The Company recognized, asmdited by CICA Handbook Section 34&mployee Future
Benefitsthe following amounts of defined benefit cost:

2009 2008
Six months ended June $ 81z $ 70t
Three months ended June 361 35z

Note 8. Provision for Restructuring Costs

As a result of the 2008 financial crisis, the Compaxpects the dramatic changes in world crediketarand the
global recession will continue to have a negatmpact on the Company’s customer’s future expengiumograms.
In anticipation of expected lower order intake, @@mpany is fundamentally restructuring its bussneedel.

The Company has initiated a restructuring prograualiggn capacities to changes in market demanhisadé
resources depending on geographical needs and docomarkets and equipment that will meet the Comisan
objective of offering cost effective solutions bketcustomers.
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

On March 24, 2009, the Company announced its iiterid shut down the workshop in Cologne, Germamy lzad
given official notice of shutdown to the workerauoail. The restructuring costs relating to the sthmivn of the
workshop were summarized as follows:

Provisions;
Costs associated with involuntary employment teatidms $ 3,91¢
Facilities closure 1,30z
Lease termination and other co 1,32¢
6,54¢
Impairment of fixed asse 227
Restructuring costs, excluding inventory w-down 6,777
Write-down of inventorie! 1,121
Total restructuring cos $ 7,89/

Following is a summary of the changes in the piionigor restructuring costs during the six-monthipe ended
June 30, 2009:

Balance, beginning of peric $ —
Provision during the period, excluding inventorydixed asset writ-downs 6,54¢
Paid —
Reversa —
Currency translation adjustmel 502
Balance, end of peric $ 7,04¢

The initiatives under the restructuring program @ai$o include a reduction in the internationaldeaunt and the
intended divestiture of the coal and mineral custogroup. Management estimates that the restragtyriogram is
likely to cost approximately $30,000 (including thesstructuring costs recognized in the first h&2@09) which
primarily relates to employee severance costst @aapairments and lease termination costs. The Goypxpects
to recognize the loss and expenses in 2009 and Rditlagement will continue to monitor the progrekthe
restructuring program.

Note 9. Provision for Supplier Commitments on Terminated Cistomer Contracts

As a result of changes in the market conditionstarginess environment due to the 2008 financialg;rihe
Company received requests from a limited numbeustomers to modify the terms of existing contrastsich
resulted in the termination of the Company’s wonkcertain customer contracts and the Company réovedthe
losses on the terminated customer contracts in.2008

Following is a summary of the changes in the piowigor supplier commitments on the terminated cungr
contracts during the six-month period in 2009:

Balance, beginning of peric $23,72¢
Provisions during the peric 1,443
Paid —
Reversa (612)
Reclassification to inventory reser (941)
Currency translation adjustmel 277
Balance, end of peric $23,90(

An impairment on inventories of $1,216 was als@gmized during the first half of 2009. The provisior supplier
commitments is continuously monitored and adjustbdn necessary. The final amount will be settlezbdaon
negotiations with customers and suppliers.

Note 10. Segment Information

The Company currently operates two reportable mssisegments: industrial plant engineering andhegnt
supply, and resource property.
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Summarized financial information concerning thersegts is shown in the following tables:

Six months ended June 30, 20C
Industrial plant
engineering and Resource  Corporate

equipment supply  property and other Total
Revenues from external custom $ 217977 $ — % —  $217,97!
Interest expens
External 952 — 462 1,41¢
Internal — — 262 262
Income (loss) from continuing operations beforeome taxes
and minority interest 11,17¢ 2,09¢  (17,43) (4,156
Six months ended June 30, 20C
Industrial plant
engineering and Resource Corporate
equipment supply property and other Total
Revenues from external custom $ 28107t $ — $ —  $281,07¢
Interest expens
External 892 — 69 961
Internal — — 62¢ 62¢
Income (loss) from continuing operations beforeome taxes
and minority interest 31,08: 12,20¢ (6,719 36,57
Three months ended June 30, 2009
Industrial plant
engineering and Resource  Corporate
equipment supply  property and other Total
Revenues from external custom $ 10584 $ — $ — $105,84°
Interest expens
External 597 — 122 72C
Internal — — 10z 10z
Income (loss) from continuing operations befor@me taxes
and minority interest 5,54: 1,04: (13,409 (6,819
Three months ended June 30, 20C
Industrial plant
engineering and Resource  Corporate
equipment supply  property and other Total
Revenues from external custom $ 14424 $ — % —  $144,24(
Interest expens
External 421 — 21 44z
Internal — — 31t 31t
Income (loss) from continuing operations beforeome taxes
and minority interest 21,47( 8,97: (3,910 26,53:

The total assets were $678,949 and $765,658 amat3D, 2009 and December 31, 2008, respectivhlyrelwas n
material change of total assets since Decembez(B1B.
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The two major customer groups of industrial plamgieeering and equipment supply segment are ic¢heent, and
coal and minerals industries. The revenues ofrtiastrial plant engineering and equipment suppiyrent can be
further broken down as follows:

Six months ended

June 30,
2009 2008
Cement $188,03¢ $241,80:
Coal and mineral 29,93¢ 39,27:

$217,97¢  $281,07¢

Three months endec

June 30,
2009 2008
Cement $ 91,27¢ $127,00¢(
Coal and mineral 14,57 17,24(

$105,84° $144,24(

Note 11. Related Party Transactions

In the normal course of operations, the Compangrerinto transactions with related parties whiatude affiliates
which the Company has a significant equity inte(@82 or more) in or which have the ability to irdhce the
affiliates’ or the Company’s operating and financpolicies through significant shareholding, repraation on the
board of directors, corporate charter and/or bylavirese related party transactions are measutée akchange
value, which represent the amounts of considera#ablished and agreed to by the parties. Iniaddib
transactions disclosed elsewhere in the finanta&éments, the Company had the following transastigith
affiliates during the six months ended June 309200

Six months ended June 30, 2009:

Dividend income on common share $ 154
Royalty expense paid and payab (144)
Fee expense for managing resource prof (259
Fee expense for management services, includingherpeimbursemen (1,289
Management fee to a corporation in which the for@ieief Executive Officer has an ownership inte (16€)
Impairment charge on a receiva (313
Interest incom: 58
Interest expens (447)
Fee income¢ 3

* included in income from interest in resource prope

As at June 30, 2009

Notes receivable, n-current $11,26¢
Accrued interest and dividend income receiv: 85
Due from affiliates 5,067
Due to affiliates 211
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News Releas

I(_I@ HUMBOLDT WEDAG

International

KHD HUMBOLDT WEDAG INTERNATIONAL LTD. REPORTS
2009 SECOND QUARTER AND SIX-MONTH RESULTS

— Backlog at $731.7 million —

NEW YORK (August 13, 2009) . . . KHD Humboldt Wedagernational Ltd. (NYSE: KHD) today announced
results for the second quarter and six-months edded 30, 2009. All dollar figures are in U.S. dodl

For the six months ended June 30, 2009, KHD redaeeenues of $218.0 million, with a net loss of
$6.2 million or $0.21 per share diluted. This imt#s a loss on terminated contracts of $2.1 milliestructuring
costs relating to the write-down of inventoriesp@fl million, restructuring costs of $6.8 milliondaa $9.5 million
loss resulting from the settlement of KHD's investihin the preferred shares of its former subsebaihis
compares with revenues of $281.1 million and ammime of $27.1 million, or $0.89 per share dilytied the same
period of 2008.

KHD’s operating income has also been significamtipacted by a substantial reduction in the incoerévedd
from its interest in a resource property that fslaited to lower production by the operators agdiiced commodity
prices.

Cement revenues fell by 22 percent to $188.0 miliiothe first half of 2009 and coal and mineralgéemues
were also down by 24 percent to $29.9 million ie #ame period.

For the quarter ended June 30, 2009, KHD repogeenues of $105.8 million with a net loss of $7 i8iom,
or $0.25 diluted, compared with revenues of $14dilRon and net income of $19.7 million, or $0.6drpshare
diluted, for the same period in 2008.

Cement revenues were $91.3 million in the quaat@8 percent decrease as compared to cement reveihue
$127.0 million for the second quarter of 2008. Carad minerals revenues were $14.6 million, a deerea
15 percent from coal and minerals revenues of $hilllibn for the quarter ended June 30, 2008.

— MORE -
Contact Information: Allen & Caron Inc. Rene Randall
Joseph Allen (investors) KHD Humboldt Wedag
1(212) 691-8087 International Ltd.
joe@allencaron.cor 1 (604) 683-8286 ex 224
or randall.r@khd.de

Brian Kennedy (media)
1(212) 691-8087
brian@allencaron.cot

54




Table of Contents

Gross profit margin, excluding losses on terminatestomer contracts and restructuring costs, wasetent
compared to 19 percent for the same period in 2008.slight increase in gross profit margin in $ihkemonth
period ended June 30, 2009 can be attributed teantinuing efficient execution and delivery of jers in
accordance with the financial, scheduling and gqualrameters set for such projects, and the remuof sales and
marketing costs included in project cost as a tegudur shift in sales and marketing focus.

Selling, general and administrative expenses irsthienonth period ended June 30, 2009 increased to
$37.5 million from $26.9 million in the six-montlkepod ended June 30, 2008. This was due in pahetanclusion
of higher sales and marketing costs as a reswltio$hift in sales and marketing focus and the wtization of
staff due to the decrease in market activity.

KHD'’s balance sheet remains strong and at the étitesecond quarter of 2009, KHD had $356.8 niliio
cash, cash equivalents and short term cash depblségeduction in the level of cash reflects tfieats of working
capital movements as our order backlog decreaseseolder’s equity was $257.9 million as at June2®09.

Order intake for the six months ended June 30, 2009$112.2 million, a decrease of 82 percent fiiverfirst
six months of 2008. This reflects the current lewdl of demand for new cement capacity. Approxifgate
57 percent of the total order intake in the fitgtraonths of 2009 came from the Asian region, pritpandia. Of the
total order intake, cement order intake was $92I6omin the first half of 2009, a decrease of @rcent from orde
intake of $561.2 million in the first half of 2008nd coal and minerals order intake was $19.6anilin the first ha
of 2009, a decrease of 59 percent from order intéit7.6 million for the same period in 2008.

Order intake for the quarter ended June 30, 20G9wsey disappointing. Order intake was $31.1 millio
representing only 10 percent of the level achiemdgtie comparable quarter in 2008. However, this against a
very difficult comparable period. Order intake retsecond quarter of 2008 was the highest everdeddy KHD.

Cement order intake was $22.4 million and coal mimkrals order intake was $8.7 million in the setqgoarte
of 2009. These represent declines of 93 percenbanmercent, respectively, as compared with thersquarter of
2008.

Order backlog as of June 30, 2009 was $731.7 mjllihich represents a decrease of 44 percent tilersame
period in 2008. The majority of the order backlegn the world’s emerging economies: 44 percemussia and
Eastern Europe, 38 percent in Asia and 13 percethiei Middle East. Of the total order backlog, agpnately
17 percent is categorized as at risk. Through¢keersd quarter of 2009, there has been no matéw@alge in the
contracts at risk category of our backlog.

Mr. Salo commented,Our new operating structure has now become effeetith the creation of four custon
service centers serving the regions of EuropelMidelle East and Africa; Russia/ClIS; India; and &reericas, with
KHD Central serving as our global support and manant center. We continue to negotiate the ternas of
proposed transaction regarding the divestment o€oal and minerals business and our workshop ingbe,
Germany but have yet to enter into a definitivecagrent.”

Mr. Hartslief commented, “We continue to plan fagignificant reduction in the level of activity #010 and
beyond. We are refocusing on our core cement dpasénd proceeding as planned with our restrugjysrogram
We are aligning capacities to changes in marketasheis, allocating resources depending on geogrdpigeas and
focusing on markets and equipment that will meetaljective of offering cost effective solutionsdor customers.
Despite the current market conditions, we contitai@vest in research and development to maintain o
competitive position and aim to build up our seevidfferings so that we may increase the propoxfasur revenue
from less cyclical and more stable revenue stréams.

Mr. Salo concluded, “Based on the current globalketaconditions and uncertainty in project finamgiwe
believe that the business environment will remdiallenging in the short term. Many countries hastalglished
stimulus packages that should boost demand fortican®n and construction materials. We continueeftorts to
explore the current business opportunities. Oundowill be in the areas that show significant salggortunities,
most notably in India and North Africa. In theseas we estimate that the short term demand foprmatucts and
services will be satisfactory, elsewhere the stesrh demand will remain weak. Opportunities fogkrprojects
such as new greenfield capacity have become saaittethese opportunities perhaps around a thirtheflevel of
the previous year. The main opportunities for KHB im smaller projects which are typically focusedupgrades
and efficiency improvements. We are still seeirgigaificant number of enquiries in this latter arageneral,
however, customers remain reluctant to make firmrm@ments to new projects of any size.”

— MORE -
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Shareholders are encouraged to read the entire &:tnwhich has been filed with the SEC, for a geea
understanding of KHD. The Form 6-K is also avaiabh the Company’s website.

Today at 10:00 a.m. EDT (7:00 a.m. PDT), a confegezall will be held to review the Company'’s resuthis
call will be broadcast live over the Internet at wkhdhumboldt.conor www.earnings.comAn online archive will
be available immediately following the call andveibntinue for seven days or to listen to the audjgay by phone,
dial: 1 (888) 286 8010 using conference ID numB&E71927. International callers should dial: 1 (6801 6888.

About KHD Humboldt Wedag International Ltd.

KHD Humboldt Wedag International Ltd. owns compartieat operate internationally in the industriarml
engineering and equipment supply industry, andiafiees in the cement, coal and minerals processidigstries.
To obtain further information on the Company, péesisit our website at http://www.khdhumboldt.com

Disclaimer for ForwareLooking Information

Certain statements in this release are forward-lngkstatements, which reflect the expectationsarfagement
regarding the Company'’s future growth, results péations, performance and business prospects and
opportunities. The worldwide macroeconomic downtuas resulted in the prolonging or cancellatiorsofme of
some of our customers’ projects and may negatafct our customers’ ability to make timely payibierus.
Further, it may result in a further decrease in ttemand for our products or services. Any of theag have :
material adverse effect on our operating resultd financial condition. Forward-looking statementmsist of
statements that are not purely historical, inclugleny statements regarding beliefs, plans, expiecmbr intention:
regarding the future. No assurance can be givehdhs of the events anticipated by the forward-loglstatements
will occur or, if they do occur, what benefits @empany will obtain from them. These forward-logkitatements
reflect management’s current views and are baseckotain assumptions. These assumptions, whichdacl
management’s current expectations, estimates asuhgstions about certain projects and the marketsGbhmpany
operates in, the global economic environment, ggerates, exchange rates and our ability to attegad retain
customers and to manage our assets and operatistg,amay prove to be incorrect. A number of rigkd a
uncertainties could cause our actual results téedimaterially from those expressed or implied hmy forward-
looking statements, including: (1) a continued dtmwsm in general economic conditions in Asia, EuroRessia,
Eastern Europe, the Middle East, the United Stateinternationally including, the continued worlide economit
downturn resulting from the effects of the sub-priending and general credit market crises, vodadihergy costs,
decreased consumer confidence and other factoyspiifinuing decreased demand for our products lidiclg the
renegotiation, delay and/or cancellation of progbly our customers and the reduction in the nuroberoject
opportunities, (3) a decrease in the demand foresgnminerals and related products, (4) the nundferompetitors
with competitively priced products and service$ piduct development or other initiatives by oampetitors,

(6) shifts in industry capacity, (7) fluctuatiomsforeign exchange and interest rates, (8) fludgarat in availability
and cost of raw materials or energy, (9) delayshia start of projects included in our forecastg)(#@lelays in the
implementation of projects included in our foresamhd disputes regarding the performance of owises, (11) the
uncertainty of government regulation and politinsAisia and the Middle East and other markets, (i®gntial
negative financial impact from regulatory investigas, claims, lawsuits and other legal proceediagd
challenges, (13) the timing and extent of our ngstrring program and the restructuring charges &ibcurred in
connection therewith, and (14) other factors beyoandcontrol. Additional information about thesedanther
assumptions, risks and uncertainties are set othét'Risk Factors” section in our Form 6-K fileditlv the
Securities and Exchange Commission and the “Riskislincertainties” section in our MD&A filed with @adian
security regulators.

— UNAUDITED INTERIM FINANCIAL TABLES FOLLOW —
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ASSETS

Current Assets

KHD HUMBOLDT WEDAG INTERNATIONAL LTD.

CONSOLIDATED BALANCE SHEETS
June 30, 2009 and December 31, 2008
(U.S. Dollars in Thousands)

Cash and cash equivale
Shor-term cash deposi

Securities

Restricted cas

Accounts receivable, trac

Other receivable

Inventories

Contract deposits, prepaid and ot
Future income tax asse

Non-current Assets

Notes receivable

Property, plant and equipme

Interest in resource propel

Equity method investmen

Future income tax asse

Investment in preferred shares of former subsiels
Other nor-current asset

— MORE -
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2009 2008
$355,160  $409,08
1,67 —
3,80 2,98
27,45( 32,00
63,65( 62,76
23,40. 2831
93,42t  110,16:
55,95¢ 58,69
6,13 7,67¢
630,65. 711,68
11,26t —
1,90 2,48¢
2531¢ 24,86
282 32t
8,69z 6,33¢
— 19,12
83€ 83(
48,29¢ _ 53,96¢
$678,94¢  $765,65
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD.

CONSOLIDATED BALANCE SHEETS (con't)
June 30, 2009 and December 31, 2008
(U.S. Dollars in Thousands)

LIABILITIES

Current Liabilities
Accounts payable and accrued expel
Progress billing above costs and estimated earmingsicompleted contrac
Advance payments received from custon
Income tax liabilities
Deferred credit, future income tax ass
Accrued pension liabilities, current porti
Provision for warranty costs, current port|
Provision for restructuring cos
Provision for supplier commitments on terminatedtomer contract

Long-term Liabilities
Long-term debt, less current porti
Accrued pension liabilities, less current port
Provision for warranty costs, less current por
Deferred credit, future income tax ass
Future income tax liabilit
Other lon¢-term liabilities

Total liabilities
MINORITY INTERESTS

SHAREHOLDERS’ EQUITY
Common stock, without par val
Treasury stocl
Contributed surplu
Retained earning
Accumulated other comprehensive incc

— MORE -
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2009 2008
$117,17¢  $178,58:
145,75¢ 171,84
12,01: 11,33
5,400 9,11z
3,50 4,212
2,17¢ 2,15¢
29,68¢  30,85¢
7,04¢ —
23,900 23,72
346,66( 431,82
11,398 11,31
29,28t 29,20¢
9,08¢ 7,52
4,20€ 4,17¢
9,08: 7,64¢
6,797 8,34
69,85 _ 68,21
416,51  500,03!
4,56¢ 3,70¢
143,82¢ 143,82
(96,157 (93,799
7,20¢ 7,62:
149,43 155,68
53,56( 48,57
257,86¢ 261,91
$678,94¢  $765,65!
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD.

CONSOLIDATED STATEMENTS OF INCOME (LOSS)
For the Six Months Ended June 30, 2009 and 2008
(U.S. Dollars in Thousands, Except per Share Data)

2009 2008

Revenue: $ 21797 $ 281,07¢
Cost of revenue 173,72 227,53
Loss on terminated customer contre 2,051 —
Restructuring costs, wri-down of inventorie: 1,121 —
Gross profit 41,07¢ 53,53¢
Income from interest in resource prope 3,922 14,19¢
Selling, general and administrative expe (37,51 (26,91Y)
Stocl-based compensation recovery (expen— selling, general and administrati 41€ (2,12¢)
Restructuring cosl (6,779
Operating incom: 1,12¢ 38,69:
Interest incom: 3,94¢ 10,87¢
Interest expens (1,419 (961)
Foreign currency transactions (losses), 68C (9,02))
Share of loss of equity method inves (22) (49
Loss on settlement of investment in preferred shaféormer subsidiarie (9,53¢) —
Other income (expenses), | 1,068 (2,962
Income (loss) before income taxes and minorityregts (4,15€) 36,57+
Provision for income taxe

Income taxe: (1,269 (6,10¢€)

Resource property revenue ta; (889) (3,09

(2,159 (9,199

Income (loss) before minority intere: (6,309 27,37
Minority interests 60 (27€)
Net income (loss $ (6,249 $ 27,10!
Basic (loss) earning per she $ (0.21) $ 0.8¢
Diluted (loss) earnings per sh: $ (0.2) $ 0.8¢
Weighted average of common shares outstar

— basic 30,450,06  30,282,29

— diluted 30,450,06  30,617,68

— MORE -

59




Table of Contents

KHD HUMBOLDT WEDAG INTERNATIONAL LTD.

CONSOLIDATED STATEMENTS OF INCOME (LOSS) (con't)
For the Three Months Ended June 30, 2009 and 2008
(U.S. Dollars in Thousands, Except per Share Data)

2009 2008

Revenue: $ 105,84 $ 144,24
Cost of revenue 81,45« 115,90¢
Loss on terminated customer contre 2,55¢
Gross profit 21,83t 28,33:
Income from interest in resource prope 1,792 10,22¢
Selling, general and administrative expe (22,459 (14,070
Stocl-based compensation recovery (expen— selling, general and administrati 1,30¢ (1,067
Restructuring cost (a7 —
Operating incom: 2,461 23,425
Interest incom 1,631 5,81z
Interest expens (720) (442)
Foreign currency transactions losses, (903) (59€)
Share of loss of equity method inves — (49
Loss on settlement of investment in preferred shaféormer subsidiarie (9,539) —
Other income (expenses), | 25C (1,620
Income (loss) before income taxes and minorityregts (6,819 26,53
Provision for income taxe

Income taxe: (299) (4,415

Resource property revenue ta: (39¢) (2,215)

(697) (6,630

Income (loss) before minority intere! (7,510 19,90z
Minority interests 56 (233)
Net income (loss $ (7,459) $  19,67(
Basic (loss) earning per she $ (0.25) $ 0.6t
Diluted (loss) earnings per shz $ (0.25) $ 0.64
Weighted average of common shares outstar

— basic 30,378,28  30,330,46

— diluted 30,378,28  30,707,22

— MORE -
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KHD HUMBOLDT WEDAG INTERNATIONAL LTD.

FINANCIAL SUMMARY
As of June 30, 2009
(U.S. Dollars in Thousands, Except per Share DatbRatios)

Cash and cash equivalel $355,16:
Shor-term deposit: 1,67¢
Securities 3,804
Restricted cas 27,45(
Working capital 283,99:
Total asset 678,94¢
Shareholder equity 257,86¢
Book value per shai 8.5z
Current ratic 1.82
Long-term debt to equity rati 0.04
HHH#H
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SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport tc
be signed on its behalf by the undersigned, théoedmly authorized.

KHD HUMBOLDT WEDAG INTERNATIONAL LTD.

/s/ Jouni Salo

Jouni Salo, President and Chief Executive Officer
Date: August 13, 2009
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