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vision

vision

vision

To be a top 5 global manufacturer of process equipment for the oil, gas,
petrochemicals, minerals processing and energy industries

mission

mission
mission
• To be a one stop centre for world class process equipment manufacturer
with technology
• 		To enhance our global market share and reputation
• To add value to our stakeholders with care towards society
• 		To be the global employer of choice
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KNM AT A

GLANCE

Germany

Italy

Saudi Arabia

UAE

India

Indonesia

Operating subsidiaries:
MALAYSIA
KNM Process Systems Sdn Bhd
KPN Gas Technology Sdn Bhd

ITALY
FBM Hudson Italiana SpA
FBM Icoss Srl

GERMANY
BORSIG Process Heat Exchanger GmbH
BORSIG ZM Compression GmbH
BORSIG Boiler Systems GmbH
BORSIG Membrane Technology GmbH
BORSIG Service GmbH

UNITED ARAB EMIRATES
FBM-KNM FZCO
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CHINA
KNM Special Process Equipment
(Changshu) Co Ltd
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Malaysia

China

Canada

USA

Brazil

Australia

BRAZIL
KNM Metalmec Group of Companies

INDIA
KNM Engineering Services Private Limited
CANADA
KNM Process Equipment Inc

AUSTRALIA
W.E. Smith Engineering Pty Ltd

SAUDI ARABIA
KNM Saudi Limited Co

HEA Australia Pty Ltd

UNITED STATES OF AMERICA
KPS Technology & Engineering LLC

INDONESIA
PT Heat Exchangers Indonesia
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CHAIRMAN'S

MESSAGE
On behalf of the Board of Directors, it gives me great pleasure to report on the
activities undertaken by the Company and the Group in 2008.
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FINANCIAL HIGHLIGHTS
The Group continued to register a strong performance in 2008 despite it being a year full of paradox that shook the
financial world and affected most, if not all, economies and industries globally.  Year 2008 signified a truly historic
year of growth and expansion for the Group when it completed its acquisition of the Borsig Group of Companies in
Germany (“Borsig”) for approximately RM1.78 billion (“Borsig Acquisition”).
Despite operating in challenging times as falling demands have weakened or eroded margins for most sectors across
the board due to economic slowdown caused by lower global consumption and investments, the Group continued
to deliver strong commendable financial results. The Group’s overall progress in 2008 has charted record sales and
increased manufacturing network and capacity for future growth, larger market share and more expansions.
Revenue generated jumped by 106% to a high of RM2.53 billion over the RM1.23 billion recorded in the previous
year.
Group Profit Before Tax rose 111% at RM453.7 million compared to RM215.4 million in 2007 whilst Group Profit After
Tax increased to RM 336.2 million by 80% over previous year.
  
Key contributors to the sharp improvement of the Group’s financial results in year 2008 were attributable to the
consolidation of results in June 2008 resulting from the completion of the Borsig Acquisition as well as higher revenue
contributions from the Group’s high-end process equipment sector particularly from its foreign subsidiaries.
The Group will continuously focus on improving quality, productivity and cost efficiencies as well as maximizing its
resource utilization. Efforts will be intensified to reinforce the Group’s position in the domestic front as well as to
capitalize on global opportunities. Client satisfaction will remain one of the Group’s priorities. The Group will strive
to reduce its turnaround execution and delivery time by improving its procurement and operational centres.
BUSINESS DIRECTION
The direction and growth of the Group have been and are constantly fuelled by innovative and aggressive business
strategies aligned to managing the ever changing and dynamic operating forces.
  
In brief, year 2008 was an expansionary year for the Group. New subsidiaries from Germany and Brazil were
acquired, new strategic partnerships e.g. with Prosernat SA of France were formed and new market networks and
supply chains were added.
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Since being listed in year 2003, this “quantum leap” from joint ventures (JVs) and merger and acquisition (M&A)
activities as well as from the Group’s own organic growth has enabled the Group to build up and leverage on its
technical and technological prowess with the completion of the “KPL Group” acquisition in Australia in 2006, the
“FBM” acquisition in Italy in 2006 and the recent “Borsig” acquisition in Germany and “HZM” acquisition (now known
as the “KNM Metalmec”) in Brazil, both in year 2008. These acquisitions have also sped up the Group’s foray into
the high-end process equipment value chain, thereby diversifying the Group into different geographical markets and
industry sectors.
Moving forward, the Group will continue to focus on its core competencies, on rationalizing its resources, on integrating
its new acquisitions apart from continuing to invest, train and upgrade the skills, knowledge and proficiencies of its
human assets and capital.
BUSINESS STRATEGIES
The Group will seek to consolidate and automate more of its existing manual systems and processes to improve
quality, speed up delivery and have better optimization and usage of resources. New product lines, new markets
and new ventures to move up the process equipment value chain will be delved into.
Whilst ensuring that organic expansion is sustained and remains an important catalyst for growth, the Group strives to
improve its global reach and market share for process equipment by rationalizing its resources, increasing its  sales
and marketing activities and creating more significant presence in the process equipment segment by undertaking
and providing engineering, design, procurement, construction, management and maintenance services not just to the
oil and gas industry but covering other energy,  power, chemicals, petrochemicals, minerals as well as the biomass
and agri-technology sectors too.  
NEW TECHNOLOGIES & BUSINESSES
The Group has ventured into the “sulphur removal and recovery” technology :(a)

in the United States of America (“USA”), via the formation of KPS Technology & Engineering LLC, its 60%
subsidiary company in Kansas, USA, to provide licenced technology and process design packages as well as
engineering and procurement services for sulphur removal and sulphur recovery; and

(b)

in Malaysia, via the formation of KPN Gas Technology Sdn Bhd, a JV company with Prosernat SA, a company
based in Paris, France, to provide process technologies, engineering, procurement, construction, commissioning,
start-up, operation and maintenance for field gas separation and gas treatment facilities including desalting,
gas dehydration, gas sweetening, NGL recovery, sulphur recovery and modular units.

The investment in “sulphur recovery” technology was made to address environmental concerns in seeking to limit,
control and restrict such sulphuric gas emissions worldwide.
As part of its growth plans, the Group will continue to explore new ventures and new business activities which are
synergistic or complementary to the operations of the Group worldwide to make further inroads into potential new
M&A opportunities, new JV tie-ups, new products and  business development to penetrate other promising market
segments and market places.
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GLOBAL STANDING & ACHIEVEMENTS
The Group catapulted from being a domestically known brand name into a globally renowned international brand
aided by the technical contributions from the Group’s main subsidiaries, i.e. the Borsig Group in Germany, the FBM
Hudson Italiana Group (“FBM”) in Italy and the KPL Group (“KPL”) in Australia.
  
With nineteen (19) patents to its credit, Borsig’s strong forte lies notably in design, engineering, fabrication and
providing maintenance services for process gas waste heat recovery systems, membrane technology, gas compressors
and quench coolers; whereas FBM specializes in thermal design, fabrication and engineering of air cooled heat
exchangers, process gas waste heat recovery systems, heavy duty heat exchangers and special shell and tube heat
exchangers; and KPL specializes in autoclaves and butted kettle heat exchangers.
On the home front, KNM Group has to-date clinched seven (7) Malaysia Book of Records since inception for its
products in the following categories - (a) Tallest Roof Supporting Single Mast in 1998, (b) Tallest Column in 1999,
(c) Largest LPG Mounded Vessel in 2002, (d) Biggest Furnace in 2003 and (e) Largest Process Tank in 2005. More
details can be found on page 12 of this Annual Report.
   
Completion of the Group’s manufacturing plants in Tofield (Canada) this year and in Jubail (Saudi Arabia) and Kabil
(Batam, Indonesia) next year will provide additional manufacturing capacity. These will elevate and enhance the
Group’s strong global presence to be geographically spread over 12 countries and to bring the Group closer to its
clients and projects.
Being a global employer, the KNM Group currently has a workforce of more than 4,000 staff worldwide whereby,
approximately 67% of the Group’s Revenue for year 2008 was derived from overseas operations and over 95%
from the export market.
CORPORATE GOVERNANCE
The Directors are fully committed to ensure that the Group adheres to and complies with the principles and best
practices’ standards of corporate governance as set out in the Malaysian Code on Corporate Governance.
The Group believes that long-term
shareholder value can be attained
through maintaining conscientious
a c c o u n t a b i l i t y f o r t h e G r o u p ’s
effectiveness, operational efficiency
and competitiveness. Initiatives
undertaken will focus on intensifying
performance management,  enhancing
e ff e c t i v e n e s s a n d b u i l d i n g u p
management’s capabilities.
RISKS & CHALLENGES
The Board is mindful of the ever
changing sphere of economic
challenges that faces every individual,
corporation, industry and sector both
at home and abroad.
Externally, the operating environment continues to be highly competitive whilst internally, the Group is continually
focused on strengthening the Group’s market share and position. The energy sector remains highly dependent on
the demand, supply and prices for crude oil.
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FUTURE PROSPECTS & OUTLOOK
The Group’s fundamentals remain upbeat. Amid a slowdown in the world
economy that started in early 2008, the Group expects to do well moving
forward as a result of its leadership in the high-end process equipment
such as process gas waste heat recovery systems, compressors, quench
coolers, membrane technology, air condensers, air cooled heat exchangers
and autoclaves.
With its strong global presence and superior manufacturing know-how, the
Group will benefit from projects globally. As the Group strategically moves
up the product value chain to lessen competition, this would invariably help
to improve margins in the long term.
As energy demands around the world remain robust, the Group sees great
potential for numerous oil and gas and power related projects to kick off or
be initiated once the global financial crisis shows signs of recovery. Despite
the gloomy apprehension over the current market situation, the Group is
nevertheless optimistic that the long term outlook for the oil and gas/energy
sectors remains strong.
In facing these challenging times, the Group will intensify management
efforts to improve cost efficiencies. Capital expenditure will be spent
cautiously for plant upgrade and maintenance. Sales and marketing
activities will be stepped up. New business opportunities will be explored
and all measures taken will be constantly reviewed to ensure that the
Group’s long-term growth is sustained.
DIVIDEND
In recognition of the Group’s performance during the year, the Directors had declared an interim dividend of 1 sen
less income tax of 25%  and 0.5 sen tax exempt per ordinary share of RM0.25 each for the financial year ended 31
December 2008 which was paid on 18 March 2009.
APPRECIATION
On behalf of the Board, I would like to thank our shareholders, clients, affiliates, financiers and business partners for
your continued support and unwavering confidence in the Group, and to the various regulatory authorities for their
assistance, guidance and counsel. My sincere appreciation also goes to the employees of the KNM Group for their
contribution, dedication and commitment that have been significant to the Group’s success.
Last but not least, I wish to record my gratitude to my fellow Board members for their continuous prudent advice in
steering the Group’s direction to ensure its continued growth and success in the business.

Dato’ Mohamad Idris bin Mansor
Independent Non-Executive Chairman
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