GUNUNG CAPITAL BERHAD

Company no. 330171-P

(Incorporated in Malaysia)

INTERIM REPORT FOR 2ND QUARTER ENDED 30 JUNE 2006

Notes to the Interim Financial Report 

A1.
Accounting Policies

This interim report is unaudited and has been prepared in accordance with Financial Reporting Standard (FRS) 134, 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 2005.

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 2005.

A2.
Annual Audit Report 

The audit report of the latest audited annual financial statements for the financial year ended 31 December 2005 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 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 during the current financial quarter.

A5.
Change in Accounting Estimates

There was no material change in estimates that have a material effect in the current quarter results. 

A6.
Debt and Equity Securities

There was no issuance, cancellation, repurchase, resale nor repayment of equity securities or debt securities, share buy back during the current financial quarter.

A7.
Dividend Paid

No dividend was paid in the current financial quarter.

A8.
Segmental Information


Analysis by business for the 2nd quarter ended 30 June 2006: 

	Business
	Turnover

RM'000
	Net Profit (loss) before tax

RM'000

	Coach fabrication
	-
	(143)

	Express bus
	2,022
	(29)

	Others
	-
	1

	Total
	2,022
	(171)


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 2006 until to-date.

A11.
Changes in the Composition of the Group

· Gunung Raya Travel Pte Ltd had ceased as a subsidiary of the Company following the disposal of 480,000 ordinary shares of SGD1.00 each representing 100% equity interest in Gunung Raya Travel Pte Ltd for a cash consideration of SGD240,000 on 6 April 2006.

· The Company had on 16 June 2006 disposed of 378,890 ordinary shares of RM1.00 each representing 30% equity interest in its associated company TS Sales & Services Sdn Bhd for a cash consideration of RM1.00.

· The Company had on 29 June 2006 subscribed 636,143 ordinary shares of RM1.00 each in its 100% owned subsidiary, namely Gunung Biofuel Sdn Bhd (“GBSB”) (formerly known as Worldsem Industries Sdn Bhd), currently, the Company held 3,000,000 ordinary shares of RM1.00 each, representing 100% of the paid-up capital of GBSB.

A12.
Changes in Contingent Liabilities 

The Company has provided a corporate guarantee in July 2006 for a RM9.5 million banking facilities granted to a wholly owned subsidiary.

A13.
Capital Commitments 

The Group does not have any capital commitments which are not provided for in the interim financial statements as at 30 June 2006.

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

For the 2nd quarter ended 30 June 2006, the Group posted revenue of RM2.022 million and pre-tax loss of RM0.171 million. The drop from the preceding year’s corresponding quarter revenue of RM5.371 million and loss of RM0.510 million was mainly due to the ceasing of operation of the travel and tour division in the last quarter of 2005 and the discontinuity of business in the coach fabrication division in this quarter. The loss of RM0.171 million was mainly due to losses from the coach fabrication division.

B2.
Material Changes in the Quarterly Results 

The Group’s total revenue for this quarter increased to RM2.022 million compared to the preceding quarter of RM1.841 million was accounted for by increased sales following the increased of fleet of buses from 22 to 25. The Group pre-tax loss for this quarter is RM0.171 million compared to pre-tax profit RM0.426 million profit in the preceding quarter was due to the loss contributed by the coach fabrication division which has ceased trading and is shown separately as discontinued operation.

B3.
Current Year Prospects 

The group is looking into new business ventures that can contribute positively to the group’s earning in light of the difficulties in the business of express bus services due to escalating diesel cost.

B4.
Profit Forecast / Profit Guarantee


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

B5.
Taxation

There was no provision for tax in for the quarter ended 30 June 2006.

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


There was no sale of unquoted investment and/or properties for the current financial quarter.

B7.
Quoted Securities

There was no sale of quoted investment 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. 

B9.
Borrowings 

The Group’s borrowings as at 30 June 2006 are as follows:

	
	Secured
	Unsecured
	Total
	
	
	

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

	Bank overdraft
	-
	-
	-
	
	Within 12 months
	234

	Revolving credit
	-
	-
	-
	
	After 12 months
	362

	Hire purchase
	-
	596
	596
	
	
	

	Term loan
	-
	-
	-
	
	
	

	
	-
	596
	596
	
	
	596

	
	
	
	
	
	
	


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

· 657,000 unexercised Employees' Shares Options Scheme which will expire on 16 September 2008. 

B11.
Material Litigation

The Group does not involved in material litigation.

B12.
Dividend


No dividend has been recommended.

B13.
Earnings Per Share 


Basic Earnings Per Share 

	
	Current

Quarter ended

30/06/2006

RM’000
	Current 

YTD ended

30/06/2006

RM’000

	Net Profit /(Loss) after Minority Interest
	(171)
	256

	
	
	

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

	
	50,354
	50,354

	
	
	

	Basis Earnings / (Loss) Per Share (sen)
	(0.34)
	0.51



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

16 August 2006
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