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For iliustrative purposes, based on the last transacted market price of our Shares onthe

LPD, the market price of our Shares after the Proposed Share Split will be adjusted as
follows:

Assumed no. of Par Market Price Total
KNM Shares heid value per KNM Share value
. RM RM RM
As at the LPD 100 0.50 13.60 1,360
After the Proposed 200 0.50 6.80 1,360
Bonus Issue :
After the Proposed 400 0.25 3.40 1,360
Share Split

As aresult of the Proposed Bonus Issue and the Proposed Share Split, adjustments will
be made to the exercise prices and number of shares to be issued pursuant to the
outstanding Options as prescribed in the bye-laws of the ESOS.

Proposed IASC

As at LPD, the authorised share capital of our Company is RM200,000,000 comprising
400,000,000 KNM Shares and the issued and paid up share capital of our Company is
RM129,511,575 comprising 259,023,150 KNM Shares. Assuming full exercise of the
Unexercised ESOS Options and taking into consideration the Bonus Shares to be issued
pursuant to the Proposed Bonus Issue, the existing authorised share capital of our
Company will not be adequate to cater for the new issuance of KNM Shares arising from
the Proposed Bonus Issue.

As such, it is proposed that our authorised share capital of RM200,000,000 comprising
400,000,000 KNM Shares to be increased to RM300,000,000 comprising 600,000,000
KNM Shares by the creation of an additional 200,000,000 new KNM Shares.
Proposed M&A Amendments

In conjunction with the Proposed Share Split and the Proposed IASC, we propose to
amend Clause 5 of our Memorandum of Association and Article 11 of our Articles of
Association (after Proposed IASC as at out in Section 2.3 of this Circular) as follows:

(i) Memorandum of Association

Existing Clause § Proposed Clause 5

The authorised capital of the Companyis | The authorised capital of the Company is
RM200,000,000 divided intc 400,000,000 | RM300,000,000 divided into 1,200,000,000
ordinary shares of RM0.50 each. ordinary shares of RM0.25 each.

{ii) Article of Assoclation

Existing Article 11 Proposed Article 11

The authorised share capital of the
Company is RM200,000,000 divided into
400,000,000 ordinary shares of RM0.50
each.

The authorised share capital of the
Company is RM300,000,000 divided into
1,200,000,000 ordinary shares of RM0.25
each.




2.5

Ranking of the Bonus Shares/ Subdivided KNM Shares

The Bonus Shares shall rank pari passu in all respects with the existing KNM Shares
upon listing. The Subdivided KNM Shares shall, upon allotment and issue, rank equal in

+ all respects with each other.

Our Board intends to implement the Proposed Bonus Issue and Proposed Share Split
simultaneously. The Bonus Shares to be allotted and issued shall be in the form of
Subdivided KNM Shares to entitled shareholders on the Entitlement Date to be
determined and announced later.

The Board had on 26 February 2007 recommended a final tax-exempt dividend of 5 sen
per KNM Share totaling RM12.9 million (based on our issued and paid-up share capital
prior to the Proposals) to be approved by our shareholders at the forthcoming AGM of the
Company for the financial year ended 31 December 2006.

Subject to the approval of our shareholders at the forthcoming AGM for the above
dividend, the Board intends fo fix the entittement date for the dividend prior to the
issuance and allotment of the Bonus Shares and Subdivided KNM Shares as the Bonus
Shares and Subdivided KNM Shares are not entitled to the aforesaid dividend.

The Bonus Shares and the Subdivided KNM Shares will be listed and quoted one (1)
Market Day after the Entitlement Date. The notices of allotment will be issued and
despatched to the entitled shareholders no later than four (4) Market Days after the date
of listing and quotation of the Bonus Shares and the Subdivided KNM Shares.

3. RATIONALE FOR THE PROPOSALS
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3.2

3.3

Proposed Bonus Issue and Proposed Share Split

The Proposed Bonus Issue will increase the issued and paid-up share capital of the
Company to a level which would be more reflective of the existing operations and assets
employed by the KNM Group. The Proposed Bonus Issue and the Proposed Share Split
will also make the KNM Shares more affordable and this is expected to increase the
liquidity of the KNM Shares on the Bursa Securities. Further, the Proposed Bonus Issue
and the Proposed Share Split will enable the existing shareholders of KNM fo have a
larger number of shares in KNM while maintaining their equity interest. The Proposed
Bonus Issue also rewards our shareholders through the distribution of our Company’s
unappropriated profits in the form of Bonus Shares.

Proposed IASC

The Proposed JASC is intended to increase our Company’s existing authorised share
capital to accommodate the Proposed Bonus Issue as well as for any future issuance of
equity capital.

Proposed M&A Amendments

The Proposed M&A Amendments will facilitate the subdivision of KNM Shares pursuant
to the Proposed Share Split and the Proposed IASC.

[The rest of this page is intentionally left blank]



EFFECTS OF THE PROPOSALS

The Proposed M&A Amendments and Proposed IASC will not have any effect on our share
capital, NA per share, earnings per share or dividend rate. The effects of the Proposed Bonus
Issue and Proposed Share Spilit are set out in the ensuing sections based on the Maximum and
Minimum Scenarios:

4.1 Share Capital
411 Issued and paid-up share capital
The effects of the Proposed Bonus Issue and Proposed Share Split on the issued and
paid-up share capital are set out as follows:
Minimum Scenario Maximum Scenario
No. of RM’000 No. of RM’000
Issued and Paid-Up Share Par Shares Shares
Capital Value (:000) (*000)
Existing as at LPD 0.50 259,023 | 129,512 259,023 | 129,512
To be issued pursuant to exercise | 0.50 - - 4,428 2,214
ofthe Unexercised ESOS Options
0.50 259,023 | 129,512 263,451 | 131,726
To be issued pursuant to | 0.50 259,023 | 129,511 263,451 | 131,725
Proposed Bonus Issue
0.50 518,046 | 259,023 526,902 | 263,451
Issued and paid-up share capital 0.25 1,036,002 | 259,023 | 1,053,804 | 263,451
after Proposed Share Split
4.1.2 Shares to be issued under the ESOS

As at LPD, there are a total of 8,390,825 cutstanding Options granted under the ESOS
comprising the Unexercised ESQOS Options and the balance being Options which can
only be exercised after the Entitlement Date.

As aresult of the Proposed Bonus issue and the Proposed Share Split, adjustments will
be made to the exercise prices and number of shares to be issued pursuant to the
outstanding Options as prescribed in the bye-laws of the ESOS. The effects of the
Proposed Bonus ssue and the Proposed Share Split on the total number of shares to be
issued by us assuming all the 8,390,825 Opticns are exercised are as follows:

No of KNM
Shares to be
issued Par value
RM’000 RM
As atthe LPD 8,391 0.50
After the Proposed Bonus Issue 16,782 0.50
After the Proposed Share Split 33,564 0.25
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Earnings

The Proposed Bonus Issue and Proposed Share Split will not have any material impact on the
earnings of our Group for the financial year ending 31 December 2007. The Proposed Bonus
Issue and Proposed Share Split will result in a corresponding reduction in our Group's future
consclidated earnings per share due to the corresponding increass in the number of issued and

paid-up shares of our Company.

NA and Gearing

For illustration purposes, the proforma effects of the Proposed Bonus Issue and Proposed Share
Split on the audited consolidated NA and gearing of our Company as at 31 December 2006 are

set out as follows:

Minimum Scenario

o ) (i
Audited As At | Subsequent After (I} And After ()
exercise of Proposed And
3 D;::;n ber Options Bonus Issue @ Proposed
Share Split
RM’000 RM’000 RM’000 RM’000
Share capital 128,891 129,512 259,023 259,023
Share premium 55,837 * 57,161 - -
Retained profits 198,849 198,849 126,249 126,249
Revaluation & other Reserves 6,753 6,470 6,470 6,470
Totat equity attributable to
shareholders of the Company
INA 390,330 391,992 391,742 391,742
Number of Shares ('000) 257,782 259,023 515,564 1,031,128
NA per Share (RM} 1.51 1.51 0.76 0.38
Total borrowings © (RM) 199,523 199,523 199,523 199,523
Gearing {times) ¥ 0.51 0.51 0.51 0.51

Noles:

(1) After taking into account the exercise of 857,700 Options and 383,100 Options at an exercise

price of RM1.08 and RM1.92 per Option respectively from 1 January 2007 to LPD.

(2} After capitalisation of share premium and retained profits for the Proposed Bonus Issue and

netting of estimated expenses pursuant to the Proposals of RM256,000.
(3) All interest-bearing debts as at 31 December 2006.
(4) All interest-bearing debts over total equity aftributable to shareholders of the Company.
> Taking info account the effects of the adoption of FRS 2 Share-based Payment.

[The rest of this page is intentionally left blank]




Maximum Scenario

o ) () )

Audited As At | Subsequent | After (i) And | After (Il) And | After (Ill) And

31 December exercise of Exercise Of Proposed Proposed

2006 Options (" | Unexercised | Bonus Issue | - Share Sptit

ESOS @
Options @

RM000 RM000 RM’ 000 RM’000 RMWM000

Share capital 128,891 129,512 131,726 263,451 263,451

Share premium 55,837 * 57,161 * 60,293 - -

Retained profits 198,849 198,849 198,849 127,167 127,167

Revaluation & other Reserves 6,753 6,470 6,212 6,212 6,212
Total equity attributabie to
shareholders of the

Company / NA 390,330 391,992 397,080 396,830 396,830

Number of Shares ('000) 257,782 259,023 263,451 526,902 1,053,804

NA per Share (RM} 151 1.51 1.51 0.75 0.38

Total borrowings 199,523 199,523 199,523 199,523 199,523

Gearing (times) 0.5 0.51 0.50 0.50 0.50

Nofes:
(1) After taking into account the exercise of 857,700 Options and 383,100 Options at an exercise

price of RM1.08 and RM1.92 per Share respectively from 1 January 2007 to LPD,
(2 Assuming Unexercised ESOS Options to subscribe for 4,063,710 Shares and 364,280 Shares are
exercised at RM1.08 and RM1.92 per Share respectively.
(3 After capitalisation of share premium and retained profits for the Proposed Bonus Issue and
netting of estimaled expsnses pursuant fo the Proposals of RM250,000. '

4.4

4.5

(4 All interest-bearing debis as at 31 December 2006,
{5) All interest-bearing debts over total equity aftributable to shareholders of the Company.
* Taking into account the effects of the adoption of FRS 2 Share-based Payment.

Substantial Shareholders’ Shareholdings

The Proposed Bonus lssue and Proposed Share Split will not have any effect on the percentage
of shareholdings of the substantial shareholders of KNM. However, the number of KNM Shares
held by each substantial shareholder will increase proportionately as a result of the Proposed
Bonus Issue and Proposed Share Split.

Dividend Rate

The Board had on 26 February 2007 recommended a final tax-exempt dividend of 5 sen per KNM
Share totaling RM12.9 million (based on our issued and paid-up share capital prior to the
Proposals) to be approved by our shareholders at the forthcoming AGM of the Company for the
financial year ended 31 December 2006.

Subject to the approval of our shareholders at the forthcoming AGM for the above dividend, the
Board intends to fix the entiflement date for the dividend prior to the issuance and allotment of the
Bonus Shares and Subdivided KNM Shares as the Bonus Shares and Subdivided KNM Shares
are not entitled to the aforesaid dividend.

The decision to declare and pay dividends in the future would depend on the performance,
cashflow position and financing requirements of the KNM Group. '




5.

HISTORICAL SHARE PRICES

The monthly highest and lowest prices of KNM Shares traded on Bursa Securities for the past 12

months are as follows:

LOW HIGH
RM RM
2006
June 5.60 6.05
July 6.00 7.05
August 7.00 §8.70
September 5.65 9.10
October 5.90 7.05
November 6.55 8.70
December 3.20 9.20
2007
January 8.70 10.80
February 9.80 12.30
March 8.45 12.00
April 11.30 14.40
May 12.80 14.40
Last transacted market price on 24 April 2007, being the date immediately
prior to the announcement of the Proposals RM13.70
Last transacted market price on LPD RM13.60

(Source: Bloomberg)

APPROVALS REQUIRED

The Proposals are subject to approvals being obtained from the following:

(i) The SC, for the Proposed Share Split, which was obtained on 25 May 2007,

(ii} Bursa Securities for the following:'

(@)

(b)
(c)

modification application as set out in Section 2.1 of this Circular, which was
obtained on 24 May 2007;

the Proposed Share Split, which was obtained on 25 May 2007; and
the listing of and quotation for the Subdivided KNM Shares arising from the

Proposed Share Split and the Bonus Shares, which were obtained on 25 May
2007;

(iii) The shareholders of KNM, for the Proposals at the forthcoming EGM to be convened.

The Proposed Bonus Issue is conditional upon the Proposed IASC but not vice versa. The
Proposed Bonus Issue is not conditional upon the Proposed Share Split. The Proposed Share
Split and the Proposed M&A Amendments are inter-conditional. The Proposed IASC is
conditional upon the Proposed M&A Amendments.
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10.

11.

12.

DIRECTORS’ AND MAJOR SHAREHOLDERS' INTERESTS

None of our Directors and/or major shareholders and/or persons connected to them have any
interest, whether direct or indirect in the Proposals, save for their respective entitiements as
shareholders, which are also available to all other sharehoiders of KNM under the Proposed
Bonus lssue and Proposed Share Split as shareholders of KNM.

ESTIMATED TIMEFRAME OF COMPLETION

Barring unforeseen circumstances, the Proposals are expected to be completed by 31 July 2007.

DIRECTORS’ RECOMMENDATION

Our Board, having considered all aspects of the Proposals, is of the opinion that the Proposals
are in the best interest of our Company. Accordingly, our Board recommends that you vote in
favour of the resolutions to be tabled at the forthcoming EGM to give effect to the Proposals.

OTHER CORPORATE PROPOSALS

Save for the Proposals, we have not announced any other corporate exercise or scheme which
has not been completed as at the LPD. '

EGM

An EGM, notice of which is enclosed in this Circular, will be held at Stateroom, Lower Ground
Level, Palace of the Golden Horses, Jalan Kuda Emas, Mines Resort City, 43300 Seri
Kembangan, Selangor Darul Ehsan, Malaysia on Thursday, 28 June 2007 at 10.30 a.m. or
immediately upon the conclusion of the Fifth Annual General Meeting of KNM which will be held at
10.00 a.m. on the same day and at the same venue, whichever is later, or at any adjournment
thereof for the purpose of considering and, if thought fit, passing the resolutions pertaining to the
Proposals.

if you are unable fo attend and vote at the EGM in person, you will find enclosed with this Circular,
a Form of Proxy which you are requested to complete, sign and return in accordance with the
instructions contained therein as soon as possible and, in any event, so as to arrive at the
Registered Office of the Company at 15 Jalan Dagang SB4/1, Taman Sungai Besi Indah, 43300
Seri Kembangan, Selangor Darul Ehsan, not later than forty-eight (48) hours before the time set
for the EGM or any adjournment thereof.

The lodging of the Form of Proxy will not preclude you from attending and voting in person at the
EGM should you subsequently wish to do so.

. FURTHER INFORMATION

Shareholders are requested to refer to the attached appendix for further information.

Yours faithfully
for and on hehalf of the Board of
KNM GROUP BERHAD

Ir. Lee Swee Eng
Managing Director
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APPENDIX 1

FURTHER INFORMATION

1.

Directors Responsibility

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

Consents

Aseambankers, being the Adviser for the Proposals, and Messrs KPMG, being the external
auditors of KNM, have given and have not subsequently withdrawn their written consent to the
inclusion in this Circular of their name and alil references thereto in the form and context in which
they appear in this Circular.

Conflict Of Interest

Aseambankers is not aware of any circumstances that exists or are likely to give rise to a possible
conflict of interest situation in their capacity as Adviser to our Company for the Proposals.

Messrs KPMG is not aware of any circumstances that exists or are likely to give rise to a possible
conflict of interest situation in their capacity as the external auditors of KNM.

Material Contracts

Save for the material contracts as disclosed below, there are no material contracts (not being
conhtracts entered into the ordinary course of business) entered into by our Group within the two
(2) years preceding the date of this Circular;

(i) The conditional share purchase agreement between KNMPS and Process Heat Transfer
Pty Ltd, a company incorporated in Australia dated 30 December 2005 for the acquisition
of 51% (plus one (1) share) equity interest in Hudson Products Pacific Pty Ltd, a
company incorporated in Ausfralia comprising 2,193,001 fully paid-up ordinary shares
and one (1) partially paid-up ordinary share for a cash consideration of USD3,000,000 by
KNMPS;

(i) The conditional share sale agreement dated 31 December 2005 entered into between
KNM International Sdn Bhd (“KNMI") and Hamon & Cie Internationat SA, a company
incorporated in Belgium ("Hamon™) for the following:

(a) Acquisition by KNM! of the entire equity interest in FBM-Hudson Italiana SpA
(“FBM"), a company incorporated in italy comprising 228,000 fully paid-up
ordinary shares of Euro1.00 each from Hamon for a cash consideration of
Euro1,750,180; and

(b} Purchase by KNMI for the face value debt owing by FBM te its financial institufion
lenders amounting to Euro16,689,894 for a cash consideration of 30% of the
said debt of Euro5,006,968.

(Collectively, the “FBM Acquisition”)

[The rest of this page is intentionally left blank]
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(i)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

(x)

APPENDIX I

The memorandum of agreement dated 15 February 2006 entered into between KNMPS
and the management of FBM (“Management”) in relation to the following:

(a) to revise the structure of the FBM Acquisition by using a company incorporated
in the Netherlands {“Newco™) which will be owned by KNMPS as the acquirer;
and

(b the establishment of a performance-based share option scheme for the
Management.

The share sale agreement dated 4 April 2006 between KNMPS and Riccardo Manisco
representing the Managemet for the acquisition of 100% of the enlarged share capital of
FBM Hudson ltaliana BV (“FBMHIBV™), i.e. the Newco incorporated under the laws of
Netherlands, from the Management;

The letter of novation dated 11 April 2006 issued by KNMI to effect the novation of the
conditional share sale agreement in respect of the FBM Acquisition by KNMI to
FBMHIBV; and

Four (4) debt settlement agreements dated 11 April 2006 between FBM and KNMI with
the following financial institutions, namely Bear Stearns Bank Plc, Banca d’'Impresa and
Banc of America Securities Limited, Banca Popolare Commercio & Industria SpA and
Banca Regionale Europe SpA for the purchase of debts from these financial institutions
which form an integral part of the FBM Acquisition. In accordance fo the terms of the
FBM Acquisition, the said debt settlement agreements have been novated by KNMI to
FBMHIBY.

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

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

Programme Agreement between KNM Capital Sdn Bhd (*KNM Cap”), Aseambankers
and AmMerchant Bank Berhad ("AmMerchant”) dated 25 September 2006; Underwriting
Facility Agreement between KNM Cap, Aseambankers and AmMerchant dated 25
September 2006, Trust Deed between the Company, KNM Cap and Equity Trust
{Malaysia) Berhad (*Equity Trust”) dated 25 September 2006; Depository and Paying
Agency Agreement between KNM Cap, Bank Negara Malaysia, Aseambankers and
Equity Trust dated 25 September 2006; Security Agency Agreement between KNM Cap
and Equity Trust dated 25 September 2006; Mudharabah Agreement between the
Company and KNM Cap dated 25 September 2006; Asset Purchase Agreement befween
KNM Cap and Aseambankers dated 25 September 2006; Asset Sale Agreement
between KNM Cap and Aseambankers dated 25 September 2006 and Accounts

~ Agreement between KNM Cap and Equity Trust dated 25 September 2006, in relation to

the issuance of up to RM300.0 milion in nominal value Islamic commercial
papers/lslamic medium term notes.

A conditional share purchase agreement between KNMPS and Process Heat Transfer
Pty Ltd dated 27 November 2006 for the acquisition of 49% (less 1 share) equity interest
in KNM Pty Ltd ("KPL"), comprising 2,107,000 fully paid-up ordinary shares and 1
partially paid-up ordinary share for a cash consideration of Australian Doliars 5,445,000
by KNMPS.

13



APPENDIX I

(i) An exclusive shareholders agreement dated 8 February 2007 between KNM Renewable
Energy Sdn Bhd ("KNMRE”) and Crown lron Works Company (“Crown”), a company
based in Delaware, United States of America to incorporate and subscribe for shares in a
joint venture company which will advertise, promote, tender and engage in the sale of
engineering procurement construction and commissioning {EPCC) basis for biodiesel,
oleochemicals, refining and solvent exiraction plants in Malaysia, Indonesia, Thailand,
Vietnam, Australia, Singapore, New Guinea, New Zealand, Philippines, Myanmar, Laos,
Cambodia and Brunei. 60% equity interest in the joint venture company will be held by
KNMRE and 40% equity interest will be held by Crown.

(xit) A joint venture and shareholders agreement between KNMI and Themar Lid Co
(“Themar”) of Saudi Arabia dated 12 April 2007 to incorporate and subscribe for shares
in a joint venture company which will undertake the designing, manufacturing, fabricating,
construction, assembly, commission and maintenance of process equipment, mounted
bullets, pressure vessels, heat exchangers, skid mounted assemblies, process piping
systems, storage tanks, specialized structural assemblies and module assemblies for the
oil, gas and petrochemicals industries. 51% equity interest in the joint venture company
will be held by KNMI and the balance equity interest will be held by Themar.

Material Litigation

As at the date of this Circular, our Group is not engaged in any material litigation, claims or

arbitration, either as plaintiff or defendant, and our Directors do not have any knowledge of any

proceedings, pending or threatened, against our Group or of any facts likely to give rise to any

proceedings which may materially and adversely affect the financial position or business of our

Group. '

Documents Available For Inspection

Copies of the following documents will be available for inspection at the registered office of KNM

at 15 Jalan Dagang SB4/1, Taman Sungai Besi Indah, 43300 Seri Kembangan, Selangor Darui

Ehsan, during normal business hours from the date of this Circular up to the date of the EGM:

(a) Memorandum and Articles of Association of our Company;

{b) Audited financial statements of KNM for the past two (2) financial years ended 31
December 2005 and 31 December 2006 and the unaudited quarterly results for the
quarter ended 31 March 2007;

(c) Letters of consent referred to in Section 2 of this Appendix;

(d) Material contracts referred to in Section 4 of this Appendix; and

(e) Messrs KPMG's lefter dated 16 May 2007 referred to in Section 2.1 of this Circular.

[The rest of this page is intentionally left blank]
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KNM GROUP BERHAD
{(Company No. 521348-H)
(Incorporated in Malaysia)

NOTICE OF EXTRAORDINARY GENERAL MEETING

NOTICE 1S HEREBY GIVEN that an Extraordinary General Meeting {(“EGM") of KNM Group Berhad
(“KNM” or “the Company”) will be held at Stateroom, Lower Ground Level, Palace of the Golden Horses,
Jalan Kuda Emas, Mines Resort City, 43300 Seri Kembangan, Selangor Darul Ehsan, Malaysia on
Thursday, 28 June 2007 at 10.30 a.m. or immediately upon the conclusion of the Fifth Annual General
Meeting of KNM which will be held at 10.00 a.m. on the same day and at the same venue, whichever is
later, or at any adjournment thereof for the purpose of considering and, if thought fit, passing the following
resolutions:

ORDINARY RESOLUTION 1
PROPOSED INCREASE IN AUTHORISED SHARE CAPITAL (“PROPOSED IASC")

“THAT. the authorised share capital of KNM be increased from existing RM200,000,000 comprising
400,000,000 ordinary shares of RM0.50 each ("KNM Shares”) to RM300,000,000 comprising 600,000,000
KNM Shares by the creation of an additional 200,000,000 new KNM Shares and such are to rank pari
passu in all respects with the existing KNM Shares and that in consequence thereof, the Memorandum
and Articles of Association of the Company be amended accordingly.” -

ORDINARY RESOLUTION 2

PROPOSED BONUS ISSUE OF UP TO 263,451,140 NEW ORDINARY SHARES OF RM0.50 EACH IN
KNM CREDITED AS FULLY PAID-UP ON THE BASIS OF ONE {1) NEW KNM SHARE FOR EVERY
ONE (1) EXISTING KNM SHARE HELD (“PROPOSED BONUS ISSUE")

“THAT, subject fo the passing of the Ordinary Resclution above, approval be and is hereby given to the
Directors of the Company to capitalise and apply a total sum of up to RM131.725 million from the
Company’s share premium account and retained profits for the purpose of the Proposed Bonus Issue, the
details of which are set out in Section 2 of the Circular to Shareholders of the Company dated 1 June
2007;

THAT, the Directors of the Company be and are hereby authorised to apply such sums and to issue at
par, up to 263,451,140 new KNM Shares (“Bonus Shares”) to be credited as fully paid-up and such KNM
Shares to be allotted io the shareholders of the Company whose names appear in the Record of
Depositors of the Company as at the close of business on an entitiement date to be determined and
announced later by the Directors of the Company, in the proportion of one (1) new KNM Share for every
one (1) existing KNM Share held in the Company on the aforesaid entitlement date;

THAT, fractional entitlements shall be dealt with by the Directors of the Company in such manner as the
Directars of the Company may in their absolute discretion think fit and expedient and in the best interest of
the Company and shareholders;

THAT, the Bonus Shares shall, upon listing, rank pari passu in all respects with the existing KNM Shares;

AND THAT, the Directors of the Company be and are hereby authorised to give effect to implement and
execute all documents and do all acts, deeds, and things as may be required for or in connection with the
Proposed Bonus Issue with full powers to assent to any modifications, variations and/or amendments as
may required by the relevant authorities.”



ORDINARY RESOLUTION 3

PROPOSED SHARE SPLIT INVOLVING SUBDIVISION OF EACH OF THE EXISTING KNM SHARES
INTO TWO {2) ORDINARY SHARES OF RM0.25 EACH IN KNM (“PROPOSED SHARE SPLIT")

"THAT, subject to the passing of Special Resolution below and approvals of the Securities Commission
and Bursa Securities for the Proposed Share Split and the fisting of and quotation for all the new ordinary
shares to be issued hereunder, approval be and is hereby given fo the Directors of the Company to
subdivide each of the existing ordinary shares of RM0.50 each of the Company, held by registered
shareholders of KNM whose names appear in the Record of Depositors at the close of business on a
date to be determined and announced later by the Directors, into two (2) ordinary shares of RM0.25 each
("Subdivided KNM Shares"), which will be fully paid up;

THAT, the Subdivided KNM Shares shall upon issue and allotment, rank pari passu in all respects with
each other.

THAT, any fractional amount will be disregarded and fractional entitlements will be dealt with by the
Directors of KNM at their absolute discretion in such manner so as to minimise the incidence of odd lots.

AND THAT, the Directors be and are hereby empowered, authorised and directed to do all such acts and
things as may be necessary to carry out the above iransaction and to give effect to the various
arrangements and/or transactions relating to the above transaction with full powers fo assent to any
madifications, conditions, variations and/or amendments as may be required by the relevant authorities
and to do all such acts and things as the Directors of the Company may in their absolute discretion deem
fit and expedient "

SPECIAL RESOLUTION
PROPOSED AMENDMENTS TO THE MEMORANDUM AND ARTICLES OF ASSQCIATION OF KNM

"THAT, subject to the passing of Ordinary Resolution 1 and 3 above, the proposed amendments to the
Memorandum and Articles of Association be amended as detailed below:

(a) the subdivision to the par value of the existing KNM Shares of RM0.50 each to RM0.25 each; and

{b) the alteration of the authorised share capital of KNM of RM300,000,000 comprising 600,000,000
ordinary shares of RM0.50 each after the Proposed IASC into RM300,000,000 comprising
1,200,000,000 ordinary shares of RM0.25 each pursuant to the Proposed Share Split.

AND THAT, the Directors be and are hereby empowered, authorised and directed to do all such acts and
things as may be necessary to carry out the above transaction and to give effect to the various
arrangements and/ or transactions relating to the above transaction with full powers to assent to any
modifications, conditions, variations and/or amendments as may be required by the relevant authorities
and to do an such acts and things as the Directors of the Company may in their absolute discretion deem
fit and expedient."

By Order of the Board

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

Seri Kembangan, Selangor Darul Ehsan
1 June 2007



. Notes:

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

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

A Mernber shall be enfitled to appoint up to two (2} proxies to aftend and vote at the same meetings.

Where a Member appoinis ftwo (2) proxies the appointment shall be invalid unless he/she specifies the
proportions of hisfher holdings to be represented by each proxy.

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

Where a member is an authorised nominee as defined under the Central Deposifories Act, it may appoint at
least one (1) proxy in respect of each Securities Account it holds with ordinary shares of the Company
standing fo the credit of the said Securities Account.
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KNM GROUP BERHAD
(Company No. 521348-H)
{Incorporated in Malaysia)

FORM OF PROXY

| Number of Shares Held | !

(FULL ADDRESS)

being a member/members of KNM GROUP BERHAD {Company No. 521348-H), hereby appoint * the
Chairman of the Meeting or

as *my/ our proxy(ies) to attend and vote for *me/ us and on *my/ our behalf at the Extraordinary General
Meeting of the Company fo be held at Stateroom, Lower Ground Level, Palace of the Golden Horses,
Jalan Kuda Emas, Mines Resort City, 43300 Seri Kembangan, Selangor Darul Ehsan, Malaysia on
Thursday, 28 June 2007 at 10.30 a.m. and at any adjournment thereof to vote as indicated below:

AGENDA FOR | AGAINST

Ordinary Resolufion 1

Ordinary Resolution 2

Ordinary Resolution 3

Special Resolution

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

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

First name proxy %
Second name proxy %
Total 100%

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

As witness my hand this ................ day of .oocvriiccecri e, 2007

Signature/Common Seal of Member(s)

*

Delefe if not applicable



Notes:

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

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

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

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

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

Where a member is an authorised nominee as defined under the Central Deposifories Act, it may appoint at
least one (1) proxy in respect of each Securities Account it holds with ordinary shares of the Company
standing to the credjt of the said Securities Account.

et





