KNM's winning combination
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It was o chance meeting 12
Years ago,” zays Lee Swee
Eng, managing director of
KNM Group Bhd. He Is describing
how KNM Group was formed by
him and Datuk Abdul Rani Mohd
Razalli, the executive chaimman.

Lee, an engineer in the oll-and
gas industry al the time, and Abdul
Ranl, than:a rétired customs official,
have enjoyed a good working rela-
tlonship right from the start. In facy,
it has been good enough 1o take
EAM o listing on the Second Board
of the Kuala Lumpur Stock Exchange

“We complement  each other
well,™ remarks Lee. He takes care of
the technical aspects of the business;
which s principally the manufactur-
ing of process equipment and tum
key storage facilities for the ofl, gas
and petrochémical industiry. Abdul
Ranl, on the ather hand, handles the
povernment administration =side —
from laising with government de-
partrnents to dealing with impon pro-
cedires and (ax exemptions.

"There was an ' opporiunity for
investrments In ol and gas industry
then. Being af the custioms depart-
ment, | could see that the ofl and gas
COmpanies were importing most of

thetr equipment,” says Abdul Rani

According to Lee, they spoited a
Eap in the market — and @l the
equipment could be made locally. He
explains: “The skills were avaitable in
Malaysia. All we nesded was the tech-
nical and management expertise.”

ENM's products incliude pressure
vessels for storing petroleum fluids,
mounded storage bullets for lgue-
fied gas and flare stacks 1o bumn ofl
excoss gas in of] plants,

Les concedes, however, that it
wis not easy convincing the oll and
gas glants of thedr capabilities. "We
benefited from Petronaz’ policy in
1990-91 of giving preference 10 lo-
cal mamudacturers,” he says. KNM
also leveraged itself on the mack
record of the Roval Duich Machin-
ery Company;, which held a minor-
ity equity intereat in KNM. ancd from
whom the KNM name originated.
Lee points cut, however, that the
Dutch company did not participane
actively in the business — amd s
entire stake was bought out in 1995,

Leéte and Abchizl Ranl believe there
i money 1o be made Inodl and gas

Abdul Ranl explains: “Twenty
yioars ago, the govermnment said we
have 15 years of oil. They are say-
ing the same thing today. The ndus-
try comtinues to be robust.”

MNeviertheless; KNM has not lim
fted itsell 1o the domestic market
According to Lee, the need for oil is
critical worldwide, and every oil-
producing country will develop all
the gil they have. Also new tech-
nologies are being continually devel-
aped - to extract oil.

Hit says: ' We want to be amongst
the top 10 process equipment manu-
facturers in the world. To achleve
that, we need (o go fully global.”

KENM has completed projecis in
North and South America, Europe,
Africh, Wes!l and East Asia, and
iCreania

Low, however, declines Lo state I
ENM has found itz way (o the lop
10 Iist. But he does say that KNM s
one of the 15 companies shoc-listed
fara U5 project, with a Korean com-
pany being the only other Asian or-
ganisation. “5o, you could say we
are one of the leaders in Asia,” he
surmises with a smoile.

The main challenge ahead, ae-
cotding 1o him, is (o remain compse-
titive i the world market. “Research
and development |[RAD] is key.” he
FLRFEs.

Lee counts companies like Petra
Perdana and Dialog as KNM's closest
local competitars, bt is keen (o dis-
fnguish KMM foom them. "We ane
very focused and have a niche [n stor-
age and process equipment, whereas
only & minorty of their business is in

Lee [left) and Abdul Rani have a good working relationship

prociss ¢qiifimenl,” he says

ENM's prospecius for the public
offer of 11,08 milllon shares at an
izsue price of EM1.48 each was is-
sued last Friday, The company”s is-
sued and pald-up-share capital will
stamd at RM&4 million when the list
ing exercise is completed

According (o the prospectus;
KNM has seen its revenue nearly
double in the last five years —{rom
RM55 million in 1998 1o RM107 mil-
lion last year, Net profits have fol-
lowed suit — from KM3 million in
1998 1o RMB.3 million in 2002, This
is a far cry from when they began,
Lee sayy, “We staned small. In our
first year, UIDOVEr fevene was just
ower RM2 million. ©

The listing procesds will be
mainly used w0 repay term loans
amounting to EM11.1 million and
for RM8.2 mition worth of capital
expenditure to expand thetr RED
facilities. But Lee says that fuhding
is not their main reason for listing

“As we prow bigger, listing al-
bW L8 paser access 10 funding, But
this ks not the main reason for Hst-
ing. We are looking for growth and
Wit whll be hetter accepted overseas
iwe are 3 public-listed company,”
e says

Lee and Abdul Rami will remain
substantal shareholders of i com:
pany. after listing. with Indirect
sharcholdings of 748 per cent. The
company hopes to list by the third
quarer of this year. (¥ ]



