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1.
Basis of Preparation

The Quarterly Report has been prepared in accordance with the reporting requirements outlined in the Financial Reporting Standards (“FRS”) 134 - Interim Financial Reporting and Rule 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad (“Bursa Securities”) for the MESDAQ Market (“MMLR”) and should be read in conjunction with the Group’s annual audited financial statements for the financial year ended 31 December 2006.

These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2006.

2.
Changes in Accounting Policies

The significant accounting policies adopted by the Group are consistent with those of the audited financial statements for the financial year ended 31 December 2006 except for the adoption of the following new / revised FRSs that are mandatory for the financial period beginning 1 January 2007. The comparatives have been amended where as required, in accordance with the relevant transitional provisions in the respective FRS.
FRS 117: Leases

FRS 124: Related Party Disclosures
The Group has chosen to early adopt FRS134: Interim Financial Reporting, which is only effective for financial period beginning 1 July 2007.
The adoption of the above FRSs does not have significant financial impact on the Group except for the adoption of FRS117: Leases.


FRS 117: Leases

Prior to the adoption of the revised FRS117, leasehold land was classified as property, plant and equipment and was stated at cost/valuation less accumulated depreciation and impairment loss. Under the revised FRS117, leasehold land is an operating lease unless title passes to the lessee at the end of the lease term. With the adoption of the revised FRS117, the unamortised carrying amount of leasehold land is now reclassified as prepaid lease payment and amortised over the period of its remaining lease term, as allowed by the transitional provision of the revised FRS117. The reclassification of leasehold land as prepaid lease payment has been accounted for retrospectively and the comparatives in the balance sheet have been restated.
2. Changes in Accounting Policies (cont’d)

The comparative amounts have been restated due to the adoption of FRS117:
	
	As previously       reported 
RM’000
	Effects of
reclassification

RM’000
	As Restated

RM’000

	Property, plant and equipment
	17,217
	(568)
	16,649

	Prepaid Lease Payments For Land (shown under Non-Current Assets)
	         -
	568
	568


The Group has not adopted FRS 139 Financial Instruments: Recognition and Measurement and the consequential amendments resulting from FRS 139 which effective date is deferred to a date to be announced by the MASB. FRS 139 establishes the principles for the recognition and measurement of financial assets and financial liabilities including circumstances under which hedge accounting is permitted. By virtue of the exemption provided under paragraph 103AB of FRS 139, the impact of applying FRS 139 on its financial statements upon first adoption of the standard as required by paragraph 30(b) of FRS 108 is not disclosed.

The Group has also not adopted the following FRS, amendments to FRS and IC Interpretations that have been issued but are only effective for annual financial periods beginning on or after 1 July 2007:
Amendment to FRS 121: The Effects of Changes in Foreign Exchange Rates – Net Investment in a 


Foreign Operation 
IC Interpretation 1: 
Changes in Existing Decommissioning, Restoration and Similar Liabilities

IC Interpretation 2: 
Members’ Shares in Co-operative Entities and Similar Instruments #
IC Interpretation 5: 
Rights to Interests arising from Decommissioning, Restoration and Environmental Rehabilitation Funds #
IC Interpretation 6: 
Liabilities arising from Participating in a Specific Market – Waste Electrical and Electronics Equipment #
IC Interpretation 7: 
Applying the Restatement Approach under FRS 129 – Financial Reporting in 


Hyperinflationary Economies #
IC Interpretation 8: 
Scope of FRS 2
FRS 107: 
Cash Flow Statements

FRS 111: 
Construction Contracts #
FRS 112: 
Income Taxes

FRS 118: 
Revenue 

FRS 119: 
Employee Benefits

FRS 120: 
Accounting for Government Grants and Disclosures of Government 


Assistance #

FRS 126: 
Accounting and Reporting by Retirement Benefits Plan #

FRS 129: 
Financial Reporting in Hyperinflationary Economies #

FRS 137: 
Provisions, Contingent Liabilities and Contingent Assets

# The new/revised FRSs , Amendments and IC Interpretation are not relevant to the Group’s operations

3.
Audit Report of the Preceding Audited Financial Statements
The auditors’ report of the preceding annual financial statement was not subject to any qualification.

4.
Seasonal or Cyclical Factors

There were no seasonal or cyclical factors affecting the results of the Group for the current financial quarter under review.

5.
Unusual Items

There was no item which is unusual because of its nature, size, or incidence that has affected the assets, liabilities, equity, net income or cash flow of the Group for the current financial quarter under review. 

6.
Material Changes in Estimates

There were no material changes in estimates of amounts reported in prior financial years that have material effect on the current financial quarter results.

7.
Changes in Debts and Equity Securities

A total of 445,000 ordinary shares of RM0.10 each in KIB was issued during the financial year under review under the Company’s existing employees shares options scheme (“ESOS”). 
A total of 89,826,812 KIB warrants were listed and quoted on the MESDAQ Market of Bursa Securities on 6 April 2007. As at 31 December 2007, none of the 89,826,812 KIB warrants was exercised into equity securities. 

For the current financial quarter under review, none of the ordinary shares was exercised under ESOS and warrant. 

8.
Dividend Paid


No dividend was recommended and paid for the current financial quarter under review.

9.
Segmental Reporting

The segmental result of the Group for the current financial quarter under review are set out below:

	
	Investment Holding
	Manufacturing of Polymeric product
	Manufacturing of Oleochemical product
	Elimination
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	REVENUE
	
	
	
	
	

	- External
	-
	13,368
	3,903
	-
	17,271

	- Inter-segment sales
	-
	1,118
	1
	(1,119)
	-

	
	-
	14,486
	3,904
	(1,119)
	17,271

	
	
	
	
	
	

	RESULT
	
	
	
	
	

	Segment result
	7
	961
	203
	-
	1,171

	Finance costs 
	(3)
	(75)
	(1)
	-
	(79)

	Share of loss in an associated company
	(23)
	-
	-
	-
	(23)

	Share of profit in a jointly controlled entity
	67
	-
	-
	-
	67

	Profit before tax 
	48
	886
	202
	-
	1,136

	Tax expense
	(4)
	(222)
	12
	-
	(214)

	Net profit after tax
	44
	664
	214
	-
	922

	
	
	
	
	
	

	Consolidated Balance Sheets
	
	
	
	
	

	Segment assets
	25,236
	36,396
	7,296
	(21,958)
	46,970

	Segment liabilities
	754
	20,140
	3,661
	(11,833)
	12,722


The segmental result of the Group for the cumulative financial year to-date under review are set out below:


	
	Investment Holding
	Manufacturing of Polymeric product
	Manufacturing of Oleochemical product
	Elimination
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	REVENUE
	
	
	
	
	

	- External
	-
	48,028
	12,197
	-
	60,225

	- Inter-segment sales
	-
	3,497
	2
	(3,499)
	-

	
	-
	51,525
	12,199
	(3,499)
	60,225

	
	
	
	
	
	

	RESULT
	
	
	
	
	

	Segment result
	48
	4,111
	600
	-
	4,759

	Finance costs 
	(14)
	(336)
	(95)
	-
	(445)

	Share of profit in an associated company
	83
	-
	-
	-
	83

	Share of loss in a jointly controlled entity
	(62)
	-
	-
	-
	(62)

	Profit before tax 
	55
	3,775
	505
	-
	4,335

	Tax expense
	(27)
	(735)
	(26)
	-
	(788)

	Net profit after tax
	28
	3,040
	479
	-
	3,547

	
	
	
	
	
	

	Consolidated Balance Sheets
	
	
	
	
	

	Segment assets
	25,236
	36,396
	7,296
	(21,958)
	46,970

	Segment liabilities
	754
	20,140
	3,661
	(11,833)
	12,722


10.
Valuation of Property, Plant and Equipment

The Group did not revalue any of its property, plant and equipment during the current financial quarter under review. Therefore, the valuation of property, plant and equipment has been brought forward without amendment from the previous annual financial statements.

11.
Material Events Subsequent to the End of the Current Financial Quarter

There were no material events which have occurred from 1 January 2008 to the date of this announcement.

12.
Changes in the Composition of the Group

There were no changes in the composition of the Group during the current financial quarter under review.

13.
Contingent Liabilities and Contingent Assets

There were no material contingent liabilities or contingent assets for the current financial quarter under review.

14.
Review of Performance for Current Financial Quarter

For the twelve (12) months financial year ended 31 December 2007, the Group achieved a revenue and profit before tax of RM60.23 million and RM4.34 million respectively. The revenue of RM60.23 million was contributed mainly by the higher sales volume for the polymeric products. The improvement in operational efficiency has contributed to the profit before tax of RM4.34 million. 
No comparative figures are presented as the Group had changed its financial year end from 31 March to 31 December. The results for the twelve (12) months financial year ended 31 December 2007 represent the fourth quarterly report for the current financial year ended 31 December 2007 while the nine (9) months financial period ended 31 December 2006 represented the third quarterly results for the financial period ended 31 December 2006.
15.
Material Changes in PBT Compared with the Immediate Preceding Quarter 

The Group’s revenue for the 4th quarter ended 31 December 2007 increased by approximately 9% as compared to the immediate preceding quarter ended 30 September 2007. This was contributed mainly by the increased in sales volume for the oleochemical products.
The Group’s PBT at RM1.14 million, was comparable to the immediate preceding quarter of RM1.15 million. 
16.
Future Prospects 

The Board is optimistic that the Group’s performance will continue to be satisfactory for the coming financial year ending 31 December 2008.

17.
Variance of Profit Forecast and Shortfall in Profit Guarantee
The Group has not issued any profit forecast nor profit guarantee for the current financial quarter and financial year-to-date.

18.
Tax Expense


The tax expense charged for the current financial quarter under review and current financial year-to-date includes the following:

	
	
	Current Quarter 31.12.2007
	
	Financial Year to-date 

31.12.2007

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	
	Estimated current tax expense
	145
	
	719

	
	Under estimation of tax in prior years
	    -
	
	    -

	
	Over estimation of tax in previous quarter
	    -
	
	    -

	
	Deferred tax liability
	  69
	
	  69

	
	
	214
	
	788


The Group’s effective tax rate is lower than the statutory tax rate of 27% due mainly to the utilisation of reinvestment allowance to set off against statutory business income and the tax savings arising from the lower corporate tax rate of 20% on the chargeable income of up to RM0.5 million for the subsidiary companies with paid up capital of RM2.5 million and below.

19.
Profit on Sale of Unquoted Investments and/or Properties


There was no disposal of unquoted investments and/or properties by the Group during the current financial quarter and current financial year to-date under review. 

20.
Purchase and Disposal of Quoted Securities

There was no purchase or disposal of quoted securities by the Group during the current financial quarter and current financial year to-date under review.

KIB does not have any material investment in quoted securities as at the reporting date.

21.
(i) Status of Corporate Proposals 

	Date of Announcement
	Subject
	Status


	18 September 2006

	Proposed joint venture between Karyon Ventures Sdn Bhd and Southern Aluminium Product Co., Ltd to form a joint venture company, Karyon (Jinhua) Industries Co., Ltd (“KJI”) in the PRC.


	· KJI has been successfully incorporated in the PRC on 1 December 2006 under the name, Karyon (Jinhua) Advanced Materials Co., Ltd (“KJAM”) instead of KJI due to the regulatory requirements.

· KJAM has commenced its production operations on 18 April 2007.

· On 22 May 2007, the Company announced that KJAM has commenced to generate revenue from its business operations.



21.
(i) Status of Corporate Proposals (cont’d)
	Date of Announcement
	Subject
	Status

	17 January 2008


	Proposed Private Placement of up to 18,000,000 new ordinary shares of RM0.10 each in KIB, representing up to ten percent (10%) of the total issued and paid-up share capital of KIB at an issue price to be determined and announced later.

	· On 13 February, the Company announced that the Securities Commission (“SC”) and the Foreign Investment Committee (“FIC”) through the SC has approved the Proposed Private Placement.

· Pending approval from the following :

(a) Bursa Securities for the listing of and quotation for the Placement Shares on the Mesdaq Market of Bursa Securities; and
(b) Other relevant authorities, if required.




(ii) Status of utilisation of proceeds

Proceeds from Rights Issue of Warrant
The renounceable rights issue of 89,826,812 warrants, which was completed on 6 April 2007, raising a total gross proceeds of approximately RM4.49 million.

As at 31 December 2007, KIB has utilised 84% of the total gross proceeds as follows:
	Purpose
	1st Revised Proposed Utilisation

RM’000
	Actual

Utilisation

RM’000
	Deviation
	Expected timeframe for utilisation
	Explanation

	
	
	
	Amount

RM’ 000
	%
	
	

	Expansion of the KIB Group’s polymeric division
	600 1
	563
	37
	6.17
	5 April 2008
	Note 3

	Part financing for the construction costs of a new factory on a piece of land to be acquired
	700
	-
	700
	100.00
	5 April 2008
	NA

	Working capital for the KIB Group
	2,751 1
	2,794
	(43)
	-1.56
	5 October 2008
	Note  2

	Defrayment of the expenses incidental to the Rights Issue
	440
	434
	6
	1.36
	5 July 2007
	Note 2 

	TOTAL 
	4,491
	3,791
	700
	15.59
	
	


21.
(ii) Status of utilisation of proceeds (cont’d)
Notes :

1. On 3 May 2007, the Company announced that the Company proposed to vary the proposed utilisation of proceeds raised. This proposed variation is not subject to any regulatory approval and/or Company’s shareholders approval. However in view of the significant variation of the proposed utilisation of proceeds, the Board had vide its letter dated 30 April 2007, notified the Securities Commission on the proposed variation. The proposed variation involved the allocation of RM400,000 from expansion of the KIB Group’s polymeric division to working capital for the KIB Group.

2. The surplus fund of approximately RM6,000 allocated for the expenses of the Rights Issue of Warrants has been utilised for the working capital of the Group.

3. The surplus fund of approximately RM37,000 allocated for the expansion of the KIB Group’s polymeric division has been utilised for the working capital of the Group.

22.
Group Borrowings and Debt Securities

             The Group’s borrowings, which are all denominated in Ringgit Malaysia, as at 31 December 2007 are shown below:

	
	Secured

RM’000
	
	Unsecured

RM’000
	
	Total

RM’000

	Short Term Borrowings
	
	
	
	
	

	Bank overdraft
	5
	
	-
	
	5

	Hire Purchase Creditors
	178
	
	-
	
	178

	Bankers’ Acceptance
	310
	
	-
	
	310

	Trust Receipts
	-
	
	-
	
	-

	Term Loans
	749
	
	-
	
	749

	
	1,242
	
	-
	
	1,242

	
	
	
	
	
	

	Long Term Borrowings
	
	
	
	
	

	Hire Purchase Creditors
	290
	
	-
	
	290

	Term Loans
	3,543
	
	-
	
	3,543

	
	3,833
	
	-
	
	3,833

	
	
	
	
	
	

	Total
	5,075
	
	-
	
	5,075


23.
Off Balance Sheet Financial Instruments

The Group does not have any off balance sheet financial instruments.

24.
Material Litigation

The Group is not engaged in any material litigation either as plaintiff or defendant and the Directors do not have any knowledge of any proceedings pending or threatened against the Group as at the date of this report. 

25.
Dividend


No interim/final dividend was declared or paid during the current financial quarter under review.

26.
Earnings Per Share (“EPS”)


Basic

The calculation of the basic EPS is based on the net profit for the current financial quarter under review and the twelve (12) months financial year divided by the weighted average number of ordinary shares of RM0.10 each in issue during the current financial quarter and the twelve (12) months financial year.
	
	
	4th Quarter ended 

31.12.2007
	Preceding corresponding quarter
	
	12 months ended

31.12.2007
	Preceding corresponding period

	
	
	
	
	
	
	

	Net profit for the financial period (RM’000)
	
	922
	N/A
	
	3,547
	N/A

	
	
	
	
	
	
	

	Weighted average number of ordinary shares in issue (’000)
	
	179,846
	N/A
	
	179,996
	N/A

	
	
	
	
	
	
	

	Basic EPS (sen)
	
	0.51
	N/A
	
	1.97
	N/A



Diluted

The calculation of the diluted EPS is based on the net profit for the current financial quarter and the twelve (12) months financial year, divided by the adjusted weighted average number of ordinary shares of RM0.10 each in issue and issuable under the exercise of share options granted under the ESOS and warrant exercise.
The warrants are not included in the calculation of diluted earnings per share as they are not dilutive.
	
	
	4th Quarter ended 

31.12.2007
	Preceding corresponding quarter
	
	12 months ended

31.12.2007
	Preceding corresponding period

	
	
	
	
	
	
	

	Weighted average number of ordinary shares in issue (’000)
	
	179,846
	N/A
	
	179,966
	N/A

	
	
	
	
	
	
	

	Effect of ESOS (‘000)
	
	385
	N/A
	
	385
	N/A

	
	
	
	
	
	
	

	Adjusted weighted average number of ordinary shares in issue and issuable (‘000)
	
	180,231
	N/A
	
	180,381
	N/A

	
	
	
	
	
	
	

	Diluted EPS (sen)
	
	0.51
	N/A
	
	1.97
	N/A


Remark:

No comparative figures are presented as the Group had changed its financial year end from 31 March to 31 December. The results for the twelve (12) months financial year ended 31 December 2007 represent the fourth quarterly report for the current financial year ended 31 December 2007 while the nine (9) months financial period ended 31 December 2006 represented the third quarterly results for the financial year ended 31 December 2006.
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