GUNUNG CAPITAL BERHAD (Company no. 330171-P)
INTERIM REPORT FOR THE FINANCIAL PERIOD ENDED
31 DECEMBER 2010
PART A – Explanatory Notes pursuant to FRS 134

A1.  Accounting Policies
   This interim report is unaudited and has been prepared in accordance with the   Financial Reporting Standard (FRS) 134, Interim Financial Reporting and paragraph 9.22 of the Listing Requirement  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 2009.

The accounting policies and methods of computation adopted in the condensed financial statement are consistent with those adopted for the annual financial statement for the year ended 31 December 2009.
A2.  Change in Accounting Policies
      The significant accounting policies and methods of computation adopted by the group in this interim financial report are consistent with those of the audited financial statement for the year ended 31 December 2009.
A3.  Seasonal or Cyclical Factors
      Except for a 51% owned subsidiary, GPB Corporation Sdn Bhd whereby the National Service training camps were closed in the 4th quarter in 2010, the rest of the group’s other operations are generally not affected by any seasonal or cyclical factors.

A4.  Unusual items affecting Financial Statement

      There were no unusual items affecting the assets, liabilities, equity, net income or cash   flows of the group during the current financial quarter.
      A5.  Change in Accounting Estimates
      There were no changes in estimates that have a material affect on the current quarter results.

A6.  Debts and Equity Securities

The were no issuance, cancellations, repurchases, resale nor repayment of equity securities or debt securities, share buy back during the financial quarter except that a one for one Rights Issue with Warrants was completed in the 4th quarter where a Warrant was issued for every two Rights subscribed.
A7.  Dividend Paid

      No dividend was paid in the current financial quarter.
A8.  Segmental Information
      Segment information is presented in respect of the Group’s business segment
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A9.  Valuation of Property, Plant and Equipment
      The valuation of property, plant and equipment has been brought forward without amendment from the latest annual audited financial statements.

A10. Events Subsequent to the Balance Sheet Date

      There were no materials events subsequent to the end of the current quarter ended 31 December 2010 that have not been reflected in the interim financial statements.

A11. Changes in the Composition of the Group

      The group assumed control of GPB Corporation Sdn. Bhd., (“GPB”) with the purchase of 51% equity effective 1 July 2010. GPB purchased 75% of Bus Rakyat Sdn Bhd in the 4th quarter. GPB also disposed of its 10% shareholding in an unquoted investment in the 4th quarter. Apart from the above, there is no other change in the composition of the group. 

A12. Changes in Contingent Liabilities
      There were no changes in the contingent liabilities since 31 December 2010.

A13. Capital Commitments
      The group does not have any capital commitments which are not provided for in the interim financial statements as at 31 December 2010.

A14. Significant Related Party Transaction
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 RM’000

      Sales of latex concentrate to related company

       - Latexx Manufacturing Sdn Bhd


             63,299
      Mr Low Bok Tek is deemed to have substantial shareholding in Latexx Manufacturing Sdn Bhd.
      Mr Low Bok Tek is a director of Latexx Manufacturing Sdn bhd.

All the above transactions were carried out on terms and conditions not materially different from those obtainable in transactions with unrelated parties and in the ordinary course of business of the group.

A15. Unrealized Profits.

An unrealized profit of RM 90 K has been included into other income of RM 1.534 million.
PART B – Explanatory notes pursuant to appendix 9B of the listing requirements of    
                   Bursa Malaysia Securities Berhad

B1.  Review of the performance of the company and its principal subsidiaries
	
	3 months ended
	
	12 months ended

	
	4Q10
	4Q09
	Variance
	2010
	2009
	Variance

	
	RM’000
	RM’000
	%
	RM’000
	RM’000
	%

	Revenue
	23,289
	10,888
	113.9
	87,879
	37,272
	135.8

	PBT/(LOSS)
	616
	31
	1,887.1
	6,118
	(67)
	6,118

	PAT/(LOSS)
	633
	31
	1,941.9
	4,686
	(67)
	4,686


For the quarter ended 31st December 2010, the group posted revenue of RM 23,289   million and the pre-tax profit of RM 616,000.
The group’s year to date turnover was RM 89.879 million as compared to RM 37.272
 million last year. The increase in revenue is mainly due to the consolidation of results 

 from a newly acquired subsidiary. As of year to date the recorded pre-tax profit was RM 6.118 million as compared to a pre-tax loss of RM 67,000 last year.

B2.  Material Changes in the Quarter Results
The planned annual break for the year 2010 at all 84 National Service camps took place in the 4th quarter which resulted in decreased revenue and profit for the Group. However, from 2011 onwards, the planned break for the National Service camps would be 3 months on with one month off. This would even out the quarterly revenue and cash flow.

The total revenue for this quarter decreased to RM 23.2899 million compared to the preceding quarter of RM 35.858 million. The recorded profit before tax was 
RM 616,000 for this quarter compared to a profit of RM 5.351 million in the preceding quarter.
B3.  Commentary on Prospect
The Board has decided to discontinue with the trading of latex concentrate due to the all time high costs of latex concentrate recorded in the 4th quarter with no prospect of costs decrease in an industry where world demand for latex concentrate outstrips production and thus impacting on the already thin margins achieved.

      However, the revenue and profits arising from the contract with the Ministry of Defense of Malaysia for the provision of transportation services at the National Service camps by way of buses, vans and utility vehicles coupled with the provision of local bus services in the Manjung area arising from an agreement with the State Government of Perak, the Board is optimistic that the results in the year 2011and beyond would improve on 2010. 
B4.  Profit Forecast / Profit Guarantee
      The Group has not issued any profit forecast or profit guarantee.
B5.  Tax Expense
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                                                                                           31.12.2010             31.12.2010
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      RM’000

      Provision for taxation based on current years
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            (17)                        1,432
                                                                                                (17)                        1,432
      The effective tax rate of the group is more than the statutory income tax rate   

      due to deferred taxation liability expected to realize this year for a subsidiary 
      company.

B6.  Profit / (loss) on the sale of unquoted investment and/or properties
A subsidiary disposed off unquoted investment during the financial quarter and made a gain of RM 1.367 million. This gain is shown as Other Income in the segmental report in B9 below.
B7.  Quoted Securities

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

B8.  Status of Corporate Proposals Announced

      The group announced the following proposals on 20 January 2010.
I. Proposed acquisition of 51% equity interest in GPB Corporation Sdn. Bhd.
II. Proposed Capital Reduction.
III. Proposed Right Issue with new warrant.
Proposals (I) & (II) were completed in the 3rd quarter and proposal (III) was completed in mid October 2010.

B9.  Borrowings and Debts Securities

      The group’s borrowing as at 31 December 2010, all of which were dominated in 

      Ringgit Malaysia is as follows:

	 RM’000
	Short term
	Long term
	Total



	Banker acceptance
	  6,784
	
	  6,784

	HP Creditor
	14,890
	51,540
	66,430

	
	21,674
	51,540
	73,214


      Bank borrowing is secured by the following:-
· Legal charge over the subsidiary company’s leasehold property; 

· Corporate guarantee of the company;
· Specific charge over buses; and
· Director’s guarantee at a newly acquired subsidiary company.
B10. Off Balance Sheet Financial Instruments
      There is no off balance sheet financial instruments.
B11. Material Litigation
      Save as disclosed below, the group is not involved in any other material litigation.

      Seal Polymer Industries Berhad (“Plaintiff”) vs. Gunung Resources Sdn Bhd (“Defendant”)

(i) Gunung Resources Sdn Bhd (“GRSB”), a wholly owned subsidiary of the company, was served with a summons and statement of claim on 19 September 2006 by Seal Polymer Industries Berhad (“Plaintiff) for allegedly failing to refund a sum of deposits of RM 928,000.00 paid by the Plaintiff to GRSB together with the interest pursuant to the Sales & Purchases Agreement dated 17 August 2004 for an intended purchase of one of GRSB’s leasehold property that has lapsed.

On 25 October 2007, the High Court in Taiping allowed the Plaintiff’s application for summary judgement for the refund of the 10% deposit paid by the Plaintiff to the Defendant together with interest/damages/costs. The company’s solicitors had filed an appeal to the Court Of Appeal against the decision and application for stay of execution of the summary judgement on grounds that there appears to have many triable issues.

GRSB had on 16 November 2007 received a notice pursuant to Section 218 of the Companies Act, 1965 (“the notice”) from the Plaintiff’s solicitors. The company’s solicitors had obtain an interim stay of execution of the Court Order dated 25 October 2007 given against GRSB as ordered by the Judge in the Taiping High Court on 6 December 2007 until the hearing of the stay of execution application which was fixed on 21 January 2008.

On 21 January 2008, the company’s solicitors have obtained a stay of all proceeding or execution by the Plaintiff against GRSB on the summary judgment dated 25 October 2007 until the decision of GRSB’s appeal at the Court of appeal. GRSB has instructed its solicitors to apply to court to strike out the Notice for abuse of process as it is highly improper, irregular, void of merits and oppressive in nature and seek damages and losses suffered by GRSB from the Plaintiff in relation to the issuance of the Notice.

On 23 June 2008, the Plaintiff has applied to the High Court Judge for the order for stay of Execution granted on 21 January 2008 to be set aside. On 11 December 2008 GRSB’s application for stay of execution against summary judgement order dated 25 October 2007 was dismissed by the High Court Judge. As the appeal in the Court of Appeal is still pending, GRSB has instructed its solicitors to apply to the Court of Appeal for stay of execution by way of Notice of Motion. On 21 January 2009, the Court of Appeal has ordered that any winding-up proceeding by the Plaintiff  pursuant to the Taiping High Court Order dated 25/10/2007 will be stayed with immediate effect until the disposal of the Appeal before the Court of Appeal.

The Honorable Court of Appeal has also ordered that sum of RM 928,000.00 to be deposited into a joint account with the Respondents’ solicitors until the outcome of the Appeal before the Court of Appeal.
On 14 October 2009 the Honorable Court of Appeal has set aside the Summary Judgment entered by the High Court of Taiping and instructed for the case to be reverted to the High Court of Taiping for full hearing and ordered that the deposits of  RM 928,000.00 to be refunded  to GRSB.
The full hearing is scheduled for 24th and 25th February 2011 at the Taiping High Court.

B12. Dividend

      No dividend has been recommended.

B13. Earning Per Share
(a) Basic earning Per share are calculated by dividing the net profit for the 

      period by the weighted average number of ordinary share in issue during the 

      period

	
	Quarter ended

31.12.2010
RM’000
	YTD

31.12.2010

RM’000

	Net profit/ (loss) attributable to equity holders of the parent
	143
	2,220

	Weighted average no. of ordinary shares in issue
	95,235

	61,666


	Basic earnings per  share (sen)
	0.15
	3.60

	Diluted earnings per share

(sen)
	0.12

	2.70


