GUNUNG CAPITAL BERHAD

Company no. 330171-P

(Incorporated in Malaysia)

INTERIM REPORT FOR THE FIRST QUARTER ENDED 31 MARCH 2007
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 2006.

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 2006.

A2.
Annual Audit Report 

The audit report of the latest audited annual financial statements for the financial year ended 31 December 2006 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.

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.
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.

A9.
Events Subsequent to the Balance Sheet Date
There was no material events subsequent to the end of the current quarter ended 31 March 2007 that have not been reflected in the interim financial statement.



A10.
Changes in the Composition of the Group

The Company had on 31 January 2007 disposed 980,000 ordinary shares of RM1.00 each in Gunung  Raya Ekspres Sdn Bhd (“GRE”), representing 98% of GRE issued and paid-up capital at a cash consideration of RM1.00 with the purchaser’s undertaking to settle in full the inter-company debts amounting to RM5,150,000 due from GRE to the Group. The principal activity of GRE is provision of express bus services.

A11.
Changes in Contingent Liabilities 


There are no changes in the contingent liabilities since 31 December 2006.
A12.
Capital Commitments 

The Group does not have any capital commitments which are not provided for in the interim financial statements as at 31 December 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 quarter ended 31 March 2007, the Group posted revenue of RM 21.453  million and pre-tax profit  of RM 0.250 million as compared to a revenue of RM 1.841 million and a profit of RM0.426 million during the same quarter last year, the profit for the same quarter last year was derived from adjustment of retained reserve and goodwill of a subsidiary deconsolidated.
The group turnover achieved this quarter was higher mainly due to turnover contributed by the latex concentrate trading business, as it has fully ceased the express bus and coach building activity.
B2.
Material Changes in the Quarterly Results 

The Group’s total revenue for this quarter increased to RM 21.453 million compared to the preceding quarter of RM 14.458 million mainly due to trading of latex concentrate. The Group had reported a profit this quarter due to profit derived from latex concentrate trading.
B3.
Current Year Prospects 

The group has moved into new business of trading in latex concentrate from 26 August 2006 which will contribute positively to the group’s earnings. Upon rationalization of the Group’s non profitable business, the Group is embarked on identifying new profitable business to enhance the future earnings of the Group.
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 31 March 2007.

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 31 March 2007 are as follows:

	
	Secured
	Unsecured
	Total
	
	
	

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

	Short term borrowing 
	7,966     
	-
	7966  
	
	Within 12 months
	8,120

	Hire purchase 
	-
	154
	   154
	
	After 12 months
	

	
	
	
	
	
	
	

	
	7,966      
	154
	8,120
	
	
	8,120

	
	
	
	
	
	
	


Secured borrowings are collateralized by the following:-

· Legal charge over the subsidiary company’s leasehold property; and

· Corporate guarantee of the Company

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

· 629,000 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.

(i) Gunung Resources Sdn Bhd (“GRSB”), a wholly owned subsidiary of the Company, served with a Summons and Statement of Claim on 19 September 2006 by Seal Polymer Industries Berhad (“Plaintiff”) claim against GRSB for allegedly failing to refund the sum of deposits of RM928,000 paid by Plaintiff to GRSB together with interest of 8% pursuant to the Sales & Purchase Agreements dated 17 August 2004 that has lapsed. The Company has instructed its solicitor to enter an appearance and to file a defence against the suit. The case which had been fixed for hearing on 12 April 2007 had been adjourned for hearing on 28 June 2007. 
B12.
Dividend


No dividend has been recommended.

B13.
Earnings Per Share 


Basic Earnings Per Share 

	
	Current

Quarter ended

31/3/2007
RM’000
	Current 

YTD ended

31/3/2007
RM’000

	Net Profit /(Loss) after Minority Interest
	250
	250

	
	
	

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

	
	50,354
	50,354

	
	
	

	Basis Earnings / (Loss) Per Share (sen)
	0.5
	0.5



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 May 2007
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