











IMPLICATION RELATING TO THE CODE

As it is not intended for the Proposed Share Buy-Back to trigger the obligation to undertake a
mandatory general offer under the Code for any of its Major Shareholders and/or parties acting
in concert with them, the Board will ensure that only such number of Shares are purchased,
retained as treasury shares, cancelled or distributed such that the Code will not be triggered. In
this connection, the Board is mindful of the requirements when making any purchase of KNM
Shares pursuant to the Proposed Share Buy-Back.

INTERESTS OF DIRECTORS’, MAJOR SHAREHOLDERS’ AND PERSONS CONNECTED
TO THEM

Save for the consequential increase in the percentage shareholdings of the directors and the
Major Shareholders of KNM as a result of the Proposed Share Buy-Back, none of the
directors and/or Major Shareholders of the Company and persons connected to them have
any interest, direct or indirect, in the Proposed Share Buy-Back, or the resale of the Treasury
Shares, if any.

Save for Dato’ Mohamad Idris bin Mansor, who is interested in the Proposed Allocation of
Share Options as he will receive the allocation of ESOS Options (“Interested Director”), none
of the directors and/or Major Shareholders of the Company and persons connected to them
have any interest, direct or indirect, in the Proposed Allocation of Share Options.

The Interested Director has abstained and will continue to abstain from deliberating on the
Proposed Allocation of Share Options and will also abstain from voting on the Proposed
Allocation of Share Options at the Board meeting. The Interested Director will also abstain
from voting in respect of his direct and indirect interests in KNM, if any, and will ensure that
persons connected to him, if any, will also abstain from voting in respect of their direct and
indirect interests in KNM at the forthcoming EGM to be convened in relation to the Proposed
Allocation of Share Options.

HISTORICAL PRICES OF KNM SHARES

The monthly highest and lowest prices of KNM Shares as traded on Bursa Securities for the
past twelve (12) months are as follows:-

High Low

RM RM
Year 2007
February 12.30 9.80
March 12.00 8.45
April 14.40 11.30
May 14.40 12.90
June 14.30 13.40
July 15.90 3.80
August (Note) 515 3.26
September 496 4.44
October 5.95 4.58
November 6.75 565
December 8.10 B6.15
Year 2008
January 8.15 6.15
February 7.45 570

Note: After adjustments to the price of KNM to take into account the completion of the bonus
issue and share split exercises.
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The last transacted market price on 22 January 2008 (being the last market day prior to the
announcement of the Proposed Share Buy-Back) was RM6.25.

The last transacted market price on 10 March 2008 (being the [ast market day prior to the
announcement of the Proposed Allocation of Share Options and the last practicable date prior
to the printing of this Circular) was RM5.40.

(Source: Bloomberg)

CONDITIONS OF THE PROPOSALS

The Proposals are subject to the approval of the shareholders of KNM at an EGM to be
convened.

CORPORATE EXERCISES ANNOUNCED BUT PENDING COMPLETION

Save for the Proposals, as at the date hereof, KNM does not have any other outstanding
proposals which have been announced but are pending completion.

Cn 3 March 2008, the Company announced the proposed acquisition by KNM Process
Systems Sdn Bhd, a wholly-owned subsidiary of KNM, of 100% equity interest in Borsig
Beteiligungsverwaltungsgeselschaft Mbh for a cash consideration of Euro 350 million.

On 4 February 2008, the Company announced that it was proposing to undertake the
following exercises :-

) Proposed renounceable rights issue of up to 267,807,215 new KNM Shares on the
basis of one (1) new KNM Share for every four (4) existing KNM Shares held
("Proposed Rights Issue™);

(2) Proposed bonus issue of up to 2,678,072,150 new KNM Shares on the basis of two
(2} new KNM Shares for every one (1) existing KNM Share held after the Proposed
Rights Issue on an entitlement date to be determined later;

3) Proposed issuance of up to United States of America Dollar (*USD") 350 million {or its
Euro Dellar equivalent) bonds, exchangeable intc new KNM Shares;

(4) Proposed increase in the authorised share capital of KNM; and
(5) Proposed amendments to the Memorandum and Articles of Association.

On, 9 January 2008, the Board announced that KNM had on 8 January 2008 entered into a
Master Agreement with Ellimetal International N.V. to acquire 100% equity interest in its
wholly owned subsidiary Ellimetal NV (Ellimetal) for a consideration sum of Euroc 20 Million.

On 12 December 2007, the Board announced that KNM International Sdn Bhd (*KNMI”) had
on 12 December 2007 entered into a memorandum of agreement with Mr. Joao Ronaldo
Periera, Mr. Maria Vieira de Novaes and Mr. Rozimiro Ferreira Lopes to register KNMF's
intention to acquire 80% equity interest in HZM Companies for a consideration up to Brazilian
Real 27 million.

On 4 September 2007, the Board announced that KNM had on 4 September 2007 entered
into @ memorandum of agreement with Yee Kin Kong and Teh Choo Khim to register KNM's
intention to acquire 100% equity interest in Pisces Engineering Sdn Bhd, comprising 500,000
fully paid up ordinary shares for a total cash consideration of up to RM 50.0 mitlion.
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DIRECTORS’ RECOMMENDATION

The Board, having considered all aspects for the Proposed Share Buy-Back and after careful
deliberation, is of the opinion that the Proposed Share Buy-Back is in the best interest of the
KNM Group. Accordingly, they recommend that you vote in favour of the ordinary resolution
pertaining to the Proposed Share Buy-Back to be table at forthcoming EGM.

The Board, save for the Interested Director, having considered all aspects for the Proposed
Allocation of Share Options and after careful deliberation, is of the opinion that the Proposed
Allocation of Share Options is in the best interests of the KNM Group. Accordingly, the Board,
with the exception of the Interested Director, recommend that you vote in favour of the
ordinary resolution pertaining to the Proposed Allocation of Share Options to be tabled at the
forthcoming EGM.

EGM

For the purpose of approving the Proposals, an EGM, the notice of which is enclosed with this
Circular, is to be held at Stateroom, Lower Ground Level, Palace of the Golden Horses, Jalan
Kuda Emas, MINES Resort City, 43300 Seri Kembangan, Selangor Darul Ehsan on
Thursday, 27 March 2008 at 10 a.m.

If you decide to appoint a proxy to attend and vote on your behaif at the EGM, you will also
find enclosed with this Circular, a Form of Proxy which you are requested to lodge at the
Registered Office of the Company at 15, Jalan Dagang SB 4/1, Taman Sungai Besi Indah,
43300 Seri Kembangan, Selanger Darul Ehsan, Malaysia not less than 48 hours before the
time set for the EGM. The lodging of the Form of Proxy does not preclude you from attending
and voting in person at the meeting 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 behaif of the Board of Directors of
KNM GROUP BERHAD

Ir. Lee Swee Eng
Managing Director
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APPENDIX | - FURTHER INFORMATION

1. RESPONSIBILITY STATEMENT

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

2. CONSENT

The written consent of Aseambankers to the inclusion in this Circular of their names and all
references theretc in the form and context in which such names appear in this Circular have
been given and have not subsequently been withdrawn before the issue of this Circular.

3. CONFLICT OF INTEREST

As at 31 December 2007, the KNM Group has total outstanding borrowings amounting to
approximately RM580 million with Malayan Banking Berhad (“MBB"), the parent company of
Aseambankers. The said borrowings are extended by MBB in the ordinary course of MBB's
business, and therefore, Aseambankers hereby confirms that there is no conflict of interest
situation which exists or is likely to exist in its capacity as the Adviser for the Proposals.

4, MATERIAL CONTRACTS

Save as disclosed below, there are no material contracts (not being contracts entered into in
the ordinary course of business) which have been entered into by KNM and/or its subsidiary
companies within the past two (2) years preceding 29 February 2008 :-

(i) The share sale agreement dated 4 April 2006 between KNM Process Systems Sdn
Bhd (*KNMPS") and Riccardo Maniscoc representing the Management for the
acquisition of 100% of the enlarged share capital of FBM Hudson Haliana BV
(“"FBMHIBV"), ie the Newco incorporated under the laws of Netherlands, from the
Management for a cash consideration of Euro 58,500 by KNMPS;

ii) 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 [being the
conditional share sale agreement dated 31 December 2005 entered into by KNMI and
Hamon & Cie International SA {(Hamon) for the acquisition by KNMI of the entire
equity interest in FBM-Hudson ltaliana SpA {*FBM") from Hamon for a cash
consideration of Euro 1,750,180 and the purchase by KNMI for the face value debt
owing by FBM to its financial institutions lenders amounting to Euro 16,689,894 for a
cash consideration of 30% of the said debt of Euro §,006,968] by KNMI to FBMHIBV;

{iip) 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
with the terms of the FBM Acquisition, the said debt settlement agreements have
been novated by KNMI to FBMHIBY,

(iv) A memorandum of agreement between KNM and Sofinter SpA of ltaly dated 30 May
2008 to enter into joint ventures in Malaysia and China in relation to the designing,
manufacturing and fabricating industrial boilers and heat recovery steam generators,
involving the incorporation of joint venture companies in Malaysia and China to be
controlled by KNM and Sofinter SpA respectively;
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v)

(vi)

(vii)

(viii)

(ix)

{x)

()

(xi)

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

Programme Agreement between KNM Capital Sdn Bhd (KNM Cap), Aseambankers
and AmMerchant Bank Berhad (*AmMerchant’) dated 26 September 2006,
Underwriting Facility Agreement bhetween KNM Cap, Aseambankers and
AmMerchant dated 25 September 2006, Trust Deed between KNM, KNM Cap and
Equity Trust (Malaysia) Berhad (“Equity Trust”) dated 25 September 2006, Depository
and Paying Agency Agreement between KNM Cap, Bank Negara Malaysia,
Aseambankers and Equity Trust dated 25 September 2006, Security Agency
Agreement between KNM Cap and Equity Trust dated 25 September 20086,
Mudharabah Agreement between KNM and KNM Cap dated 25 September 2006,
Asset Purchase Agreement between KNM Cap and Aseambankers dated 25
September 2006, Asset Sale Agreement between KNM Cap and Aseambankers
dated 25 September 2006 and Accounts Agreement between KNM Cap and Equity
Trust dated 25 September 2006 in relation to the issuance of up to RM300.0 million in
nominal value of Islamic commercial papers/Islamic medium term notes;

A conditional share purchase agreement between KNMPS, shareholders of Process
Heat Transfer Pty Lid 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 Dcllars 5,445,000 by KNMPS;

An exclusive shareholders agreement dated 9 February 2007 between KNM
Renewable Energy Sdn Bhd ("KNMRE"} and Crown Iron Works Company (“Crown”),
a company based in Delaware, United States of America to incorporate and
subscribe for shares in a joint venture company which will advertise, promote, tender
and engage in the sale of engineering procurement construction and commissioning
(EPCC) bases for biodiesel, oleochemicals, refining and solvent extractions plants in
Malaysia, Indonesia, Thailand, Vietnam, Australia, Singapore, New Guinea, New
Zealand, Philippines, Myanmar, Laos, Cambodia and Brunei. 60% equity interest in
the joint venture company will be held by KNMRE and 40% equity interest will be held
by Crown;

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

A memorandum of agreement dated 4 September 2007 between KNMRE and Yee
Kin Kong and Teh Choo Khim (collectively “Vendors”) to register KNM's intention to
acquire 100% equity interest in Pisces Engineering Sdn Bhd comprising 500,000
ordinary shares of RM1.00 each for a purchase consideration of RM50.0 million;

A memorandum of agreement dated 12 December 2007 between KNMI and Joao
Ronaldc Periera, Jose Maria Vieira de Novaes and Rozimiro Ferreira Lopes
{collectively “Vendors”) to register KNMI's intention to acquire 80% equity interest in
HZM Companies {(namely HZM Industrial Ltda, HZM Servicos Lida and HZM S.A
Ltda) for a consideration of up to Brazilian Real 27.0 million;

A master agreement dated 8 January 2008 between KNM and Ellimetal International
nv. to acquire 100% equity interest in Ellimetal nv. for a consideration sum of Euro
20.0 million; and
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{(xiiy A memorandum of agreement dated 12 February 2008 between KNMPS and David
K. Stevens for the parties to exclusively co-operate and set up KPS Technology &
Engineering LLC in Kansas, United States of America for the purposes of owning and
providing services to clients in the oil and gas industries and energy/power industries
in the fields of sulphur removal and sulphur recovery technologies.

MATERIAL LITIGATION

As at 26 February 2008, the KNM Group is not presently engaged in any other material
litigation, claim or arbitration, either as plaintiff or defendant, which has a material effect on the
financial position of the Company or its subsidiaries and the Directors are not aware of any
proceedings pending or threatened or of any fact likely to give rise to any proceedings which
might materially and adversely affect the Company's income from, title to, or possession of any
of the Company’s assets and/or businesses.

DOCUMENTS AVAILABLE FOR INSPECTION

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

following the date of this Circular from Mondays to Fridays (except Public Holidays) during

business hours up to a period of fourteen {14) days: -

(i the Memorandum and Articles of Association of KNM:;

(i) the audited consolidated financial statements of the KNM for the past two (2) FYE 31
December 2005 and 2006 and the unaudited consolidated results of the KNM for the
FYE 31 December 2007,

{iii) the letters of consent referred to in item 2 above; and

(iv) the material contracts referred to in item 4 above.
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KNM GROUP BERHAD
(Company No. 521348-H)
(Incorporated in Malaysia under the Companies Act, 1965)

NOTICE IS HEREBY GIVEN THAT an Extraordinary General Meeting 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 on
Thursday, 27 March 2008 at 10 a.m. for the purposes of considering and, if thought fit, passing the
following ORDINARY RESOLUTIONS:

ORDINARY RESOLUTION |

PROPOSED PURCHASE OF OWN SHARES BY THE COMPANY (“PROPOSED SHARE BUY-
BACK”)

“THAT subject to the Companies Act, 1965, the Arlicles of Association of the Company and all
applicable laws, regulation and guidelines and the approvals of all relevant governmental and/or
regulatory authorities, the Company be and is hereby authorised to purchase such amount of ordinary
shares of RM0.25 each in the Company as may be determined by the Directors of the Company from
time to time through Bursa Malaysia Securities Berhad upon such terms and conditions as the
Directors may deem fit in the interest of the Company provided that the aggregate number of shares
purchased pursuant to this resolution does not exceed ten per cent (10%) of the total issued and paid-
up share capital of the Company and that the amount allocated by the Company for the Proposed
Share Buyback is backed by an equivalent amount of retained profits and/or share premium of the
Company.

THAT authority be and is hereby given to the Directors to decide in their absolute discretion to either
retain the ordinary shares of RM0.25 each in the Company by the Company as treasury shares, to be
either distributed as share dividends or re-sold on Bursa Securities or subsequently cancelled, or to
cancel the shares so purchased, or a combination of both.

THAT authority be and is hereby given to the Directors to take such steps as are necessary, including
the appointment of stockbroker and the opening and maintaining of Central Depository Account(s)
designated as a Share Buyback Account(s) and to enter into any agreements, arrangements and
guarantees with any party or parties to implement, finalise and give full effect to the aforesaid with full
powers to assent to any conditions, modifications, revaluations, variations and/or amendments (if any)
as may be imposed by the relevant authorities and to do all such acts and things as the Directors may
deem fit and expedient in the interests of the Company for the Proposed Share Buyback.

AND THAT such authority conferred by such resolution would be effective immediately upon passing
of this resclution and would continue to be in force until the conclusion of the next Annual General
Meeting of the Company or the expiry of the period within which the next Annual General Meeting is
required by law to be held or revoked or varied by ordinary reseclution of shareholders of the Company
in a general meeting, whichever occurs first, but so as not to prejudice the completion of a purchase
made before such expiry date.”




ORDINARY RESOLUTION 1l

PROPOSED ALLOCATION OF SHARE OPTIONS TO AN INDEPENDENT NON-EXECUTIVE
DIRECTOR UNDER THE EXISTING EMPLOYEES’ SHARE OPTION SCHEME (“ESOS”)
(“PROPOSED ALLOCATION OF SHARE CPTIONS”)

“THAT, the Directors of the Company be and are hereby authorised at any time, and from time to
time, to offer and to grant to Dato’ Mohamad Idris bin Mansor, the Independent Non-Executive
Chairman of KNM, 300,000 ESOS Options to subscribe for the new ordinary shares in KNM arising
from the exercise of the ESOS options available under the existing ESOS.

AND subject to such terms and conditions and/or any adjustments which may be made in accordance
with the provisions of the by-laws of the ES0S.”

By Order of the Board

Chia Kwok Why (MAICSA 7005833)
Yeoh Seng Chong (LS 006878)

12 March 2008
Notes:-

1. A member entitled to attend and vote at the above Meeling is entitled to appoint one or more
proxies to attend and vote in his/her stead.

2. A proxy may but need not be a member of the Company and the provision of Section
149(1)(b) of the Company Act, 1965 shall not apply to the Company.

3 The instrument appointing a proxy or proxies must be in writing under the hand of the
appointor or histher attorney duly authorised in writing or if such appointee is a corporation,
the instrument appointing a proxy or proxies must be executed under its common seal or
under the hand of an officer or attorney of the corporation and must be deposited at the
Registered Office of the Company at 15, Jalan Dagang SB 4/1, Taman Sungai Besi Indah,
43300 Seri Kembangan, Selangor Darul Ehsan, Malaysia, not less than 48 hours before the
time appointed for holding the meeling or any adjourned meeting.

4. Where a member appoints more than one (1) proxy, the appointments shall be invalid unless
he/she specifies the proportions of his/her holdings to be represented by each proxy.
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KNM GROUP BERHAD
(Company No. 521348-H)
(Incorporated in Malaysia under the Companies Act, 1965)

FORM OF PROXY FOR EXTRACRDINARY GENERAL MEETING

(Address)

being a member/members of KNM Group Berhad, hereby appoint

o S USSR URR PR
(Address)
OF TAIING WHIOM ..o e e et
(Full name}
O e e e e e e e e e

{Address)

or failing him “THE CHAIRMAN OF THE MEETING”, as myfour proxy to vote for me/us on my/our
behalf at the Extraordinary General Meeting of KNM Group Berhad (*KNM”) which is to be held at
Statercom, Lower Ground Level, Palace of the Golden Horses, Jalan Kuda Emas, MINES Resort City,
43300 Seri Kembangan, Selangor Darul Ehsan on Thursday, 27 March 2008 at 10 a.m. and at any

adjournment thereof in respect of my/our heldings of shares in the manner indicated below:

ORDINARY RESOLUTIONS FOR

AGAINST

1. Proposed Share Buy-Back

2. Proposed Allocation of Share Options

{Please indicate with an “X” how you wish your vote to be cast in respect of each resolution. If no

specific direction as to voting is given, the proxy will vote or abstain at his discretion.)

Signature of Shareholder or Common Seal

NO. OF SHARES HELD

Dated this .................. dayof ......ccoooiiiinennin., 2008.
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~

Notes:-

A member entitled to attend and vote at the above Meeting is entitled to appoint one or more
proxies fto attend and vote in his/her stead.

A proxy may but need not be a member of the Company and the provision of Section
149(1)(b) of the Company Act, 1965 shall not apply to the Company.

The instrument appointing a proxy or proxies must be in writing under the hand of the
appointor or his/her attorney duly authorised in writing or if such appointee is a corporation,
the instrument appointing a proxy or proxies must be executed under its common seal or
under the hand of an officer or attorney of the corporation and must be deposited at the
Registered Cffice of the Company at 15, Jalan Dagang SB 4/1, Taman Sungai Besi Indah,
43300 Seri Kembangan, Selangor Darul Ehsan, Malaysia, not less than 48 hours before the
time appointed for holding the meeting or any adjourned meeting.

Where a member appoints more than one (1) proxy, the appointments shall be invalid unless
he/she specifies the proportions of his/her holdings lo be represented by each proxy.
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43300 Seri Kembangan
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