GUNUNG CAPITAL BERHAD

Company no. 330171-P

(Incorporated in Malaysia)

INTERIM REPORT FOR PERIOD ENDED 30 JUNE 2005

Notes to the Interim Financial Report (In accordance with MASB 26)

A1.
Accounting Policies

This interim report is unaudited and has been prepared in accordance with Financial Reporting Standard (FRS) 134 (formerly known as MASB 26), Interim Financial Reporting, and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Bhd (“BMSB”) and should be read in conjunction with the Group's audited financial statements for the year ended 31 December 2004.

The accounting policies and methods of computation adopted in the condensed financial statements are consistent with those adopted for the annual financial statements for the year ended 31 December 2004.

A2.
Annual Audit Report 

The audit report of the latest audited annual financial statements for the financial year ended 31 December 2004 was not subject to any qualification.

A3.
Seasonal or Cyclical Factors

The Group’s operations are generally not affected by any seasonal or cyclical factors, except for its travel & tours division and express bus division, which may generate better revenue during festive seasons and long school holidays.

A4.
Unusual Items Affecting Financial Statements

There was no unusual item affecting the assets, liabilities, equity, net income or cash flows of the Group in neither the current financial quarter nor the six months ended 30 June 2005.

A5.
Change in Accounting Estimates

There was no material change in estimates of amounts used in the preparation of the financial statements in the current financial quarter as compared with the preceding financial quarter of 2005 as well as prior financial year.

A6.
Debt and Equity Securities

There was no issuance, cancellation, repurchase, resale nor repayment of equity securities or debt securities during the current financial quarter nor for the six months ended 30 June 2005.

A7.
Dividend Paid

No dividend was paid in the current financial quarter nor for the six months ended 30 June 2005.

A8.
Segmental Information


Analysis by business for the 6 months ended 30 June 2005: 

	Business
	Turnover

RM'000
	Net Profit (loss) before tax

RM'000

	Coach fabrication
	2,905
	(601)

	Travel & tours
	6,189
	(589)

	Express bus
	2,995
	146

	Others
	-
	10

	Total
	12,089
	(1,034)


A9.
Valuations of Property, Plant and Equipment

The valuations of property, plant and equipment have been brought forward without amendment from the latest annual audited financial statements.

A10.
Subsequent Events
There was no material subsequent event occurring from 30 June 2005 until to-date.

A11.
Changes in the Composition of the Group

The changes in the composition of the Group since 31 December 2004 is as follows:

· The Company had on 18 April 2005 acquired additional 20,000 ordinary shares of RM1.00 each in Prominent Console Sdn Bhd (‘PC’), representing 20% of its issued and paid-up capital from the minority shareholders at a total cash consideration of RM20,000. Thus, PC becomes a wholly owned subsidiary of the Company. PC is a dormant company incorporated in Malaysia and is intended to engage in the business of providing express bus service.

· On 18 April 2005, Gunung Raya Ekspres Sdn Bhd (‘GRE’) issued 900,000 ordinary shares of RM1.00 each to the Company and the consideration is satisfied by capitalizing RM900,000 from the amount due to the Company by GRE. With the new issues, the Company increased its shareholding in the equity of GRE from 80% to 98%. GRE has a paid-up capital of 1,000,000 ordinary shares of RM1.00 each.  The principal activity of GRE is provision of express bus services.

A12.
Changes in Contingent Liabilities or Contingent Assets

There are no changes in the contingent liabilities since 31 December 2004.  

A13.
Capital Commitments 

As at 30 June 2005, the Group does not have any capital commitments which are not provided for in the financial statements.

Notes to the Interim Financial Report (In accordance with Listing Requirements of BMSB)

B1. 
Review of the Performance of the Company and Its Principal Subsidiaries

The Group posted revenue of RM5.372 million and pre-tax loss of RM510,000 for the second quarter of year 2005 compared to RM10.108 million and RM614,000 respectively in the corresponding quarter of the preceding year. The decrease in revenue is mainly from the lower sales generated from the travel and tour division. The incidences arising from the natural disasters (earthquake and tsunami) in end of December 2004 and the on-going civil unrest in southern Thailand have dampened the sentiments of travelers.  The negative sentiments have also affect the performance of the coach fabrication division as bus operators have either defer or cancel their plans for acquiring or replacing their fleet of buses due to the poor demands.

B2.
Material Changes in the Quarterly Results 

The Group’s total revenue for this quarter declined to RM5.372 million compared to the preceding quarter of RM6.717 million due to the tough business environment. The Group pre-tax loss this quarter is RM510,000 compared to RM524,000 in the preceding quarter.

B3.
Current Year Prospects 

The business environment is expected to remain difficult and competitive.  The Group is looking into a business rationalization and possible diversification. 

B4.
Profit Forecast / Profit Guarantee


The Group did not issue any profit forecast or profit guarantee.

B5.
Taxation

No taxation provision is required for the six months ended 30 June 2005.

B6.
Profit/ (Loss) on the Sale of Unquoted Investments and/or Properties

There was no sale of unquoted investments or properties for the current financial quarter.

B7.
Quoted Securities

There was no sale of quoted investment or properties for the current financial quarter.

B8.
Status of Corporate Proposals Announced But Not Completed 

There is no corporate proposals previously announced that were not completed as at the date of this announcement. 

1. Gunung Coach Sdn Bhd (formerly known as Taiping Super Coach Builder Sdn Bhd) (“GCSB”), a wholly owned subsidiary of the Company had on 17 August 2004 entered into a conditional Sale and Purchase Agreement with Seal Polymer Industries Bhd (“SPIB”) for the proposed disposal of two pieces of leasehold land held under Lot 5911 & Lot 19789, Mukim of Asam Kumbang, District of Larut and Matang, Perak at a cash consideration of RM9.28 million.

The Proposed Disposal is conditional upon the following approvals being obtained from:

· Shareholders of the Company 

· The Menteri Besar of Perak

On 8 November 2004, SPIB via their lawyer issued notice of termination claiming refund of deposits claiming failure by GCSB to comply the Majlis Bandaraya Taiping’s ByeLaw in relation to the building plan at Block B Lot 5911. Therefore, the Menteri Besar’s consent obtained by GCSB is deemed invalid. 

On 22 November 2004, GCSB via the lawyer rejected their notice of termination as invalid, as the properties were sold on “as is where is basis” under clause 10 of the Agreements, and GCSB has executed all documentations in respect of the transfer of the properties on 12 October 2004. Therefore, the deposits are forfeited basing on clause 12 of the Agreements. GCSB’s lawyer currently handles the matter.  

B9.
Borrowings 

The Group’s borrowings as at 30 June 2005 are as follows:

	
	Secured
	Unsecured
	Total
	
	
	

	
	RM'000
	RM'000
	RM'000
	
	Payable
	RM'000

	Bank overdraft
	761
	70
	831
	
	Within 12 months
	1,738

	Revolving credit
	-
	-
	-
	
	After 12 months
	1,338

	Hire purchase
	-
	1,218
	1,218
	
	
	

	Term loan
	1,027
	-
	1,027
	
	
	

	
	1,788
	1,288
	3,076
	
	
	3,076

	
	
	
	
	
	
	


B10.
Off Balance Sheet Financial Instruments

Save as disclosed below, there was no material off balance sheet financial instruments for the period under review:

· 15,999,200 unexercised Warrants 2003/2013, which were issued pursuant to the Rights Issue with Warrants; and

· 1,141,000 unexercised Employees' Shares Options Scheme which will expire on 16 September 2008. 

B11.
Material Litigation

Save as disclosed below, the Group is not involved in any other material litigation.

(a) A suit was filed on 17 June 2005 by Soho Collection Pte Ltd (“Soho”) in the Subordinate Courts of the Republic of Singapore (Case No. DC1912/2005/C) against Gunung Raya Travel (Pte) Ltd (“GRT”), a wholly owned subsidiary of the Company, claiming for damages, losses, interest and costs in the sum of SGD165,086.74. The claim arises for the allegedly for the loss of rental and related costs by virtue of GRT breach of Tenancy Agreement and failing to pay any rent due for the unconsumed period of the lease extension.  The Company is of the opinion that there is a reasonably good chance of defeating the claim.

(b)
A suit was filed on 23 June 2005 by Adcom (S) (Pte) Ltd (“Adcom”) in the Subordinate Courts of the Republic of Singapore (Case No. DC2052/2005/Y) against GRT, claiming for the outstanding sum of SGD79,930.15 inclusive of interest at the rate of 1.5% per month arising from advertising services rendered by Adcom to GRT. The Company is of the opinion that there is a reasonably good chance of defeating the claim.

B12.
Dividend


No dividend has been recommended.

B13.
Earnings Per Share 


Basic Earnings Per Share 

	
	Current

Quarter ended

30/06/2005

RM’000
	Current 

6 months ended

30/06/2005

RM’000

	Net Profit /(Loss) after Minority Interest
	(510)
	(1,034)

	
	
	

	Weighted average no. of ordinary shares in issue
	‘000
	‘000

	
	50,354
	50,354

	
	
	

	Basis Earnings / (Loss) Per Share (sen)
	(1.01)
	(2.05)



Diluted Earnings Per Share

Not presented due to the anti-dilutive nature of the potential ordinary shares in issue. 

By Order of the Board

CHEONG WEI LING 

Company Secretary

Kuala Lumpur

30 August 2005
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