SIME DARBY BERHAD

(Company No: 41759-M)


Unaudited Condensed Consolidated Balance Sheet


Note
30th June
30th June


2003
2002


RM Million
RM Million

SHARE CAPITAL

1,163.1
 1,163.0
RESERVES

6,806.1
 6,279.1


SHAREHOLDERS’ FUNDS

7,969.2
 7,442.1

MINORITY INTERESTS

1,243.2
 1,187.7




9,212.4
 8,629.8

NON CURRENT LIABILITIES



Loans
B9

1,799.4

 652.4

Deferred tax liabilities

294.4

 304.4




2,093.8

 956.8




11,306.2

 9,586.6


CURRENT ASSETS

Inventories

  3,112.4
 2,762.9

Trade and other receivables

 2,156.2
  1,877.0

Short term investment
 298.0
 –

Cash held under Housing Development Accounts
 137.4
 69.3

Bank balances, deposits and cash
 2,240.6
 1,535.6



 7,944.6
 6,244.8


CURRENT LIABILITIES

Trade and other payables

 2,783.1
 2,450.8

Provisions
95.1
 128.7

Short term borrowings
B9
385.9
 460.3

Current taxation
168.3
 171.0



3,432.4
 3,210.8


NET CURRENT ASSETS
 4,512.2
 3,034.0

NON CURRENT ASSETS

Trade and other receivables
 373.9
  253.1

Deferred tax assets
 320.1
 332.4

Investments
 653.2
 1,078.7

Associated companies
 496.0
 259.6

Jointly controlled entity
3.9
–


Real property assets
    234.3
 125.9

Property, plant and equipment
A9
 4,675.3
 4,502.9

Intangibles
37.3
 –



 6,794.0
 6,552.6



11,306.2
 9,586.6

 


Sen

Sen

NET TANGIBLE ASSETS PER SHARE
341
320


The unaudited Condensed Consolidated Balance Sheet should be read in conjunction with the annual financial statements for the year ended 30th June 2002.

Unaudited  Condensed  Consolidated  Statement  Of  Changes In  Equity  for  the  year  ended  30th  June  2003


____________________Non-distributable_________________
Distributable


  Share
     Share
Revaluation
    Capital
Exchange
Retained


capital
premium
     reserves
 reserves
  reserves
profits
Total


RM Million
RM Million
RM Million
RM Million
RM Million
RM Million
RM Million

At 1st July 2002

· as previously reported
1,163.0
2,383.8
112.7
224.1
 419.3
 2,885.5
 7,188.4

· prior year adjustment
 –
 –
(33.7)
 –
 –
 287.4
 253.7


· as restated
1,163.0
2,383.8
79.0
224.1
 419.3
 3,172.9
 7,442.1


Translation of opening

  reserves
 –
 –
 –
 –
 149.5

 –
 149.5

Translation differences
 –
 –
 –
 –
9.4
 –
9.4
Transfer within reserves 

   on realisation
 –
 –
 (0.8)
 (14.9)
 –
15.7
 –

Goodwill written off
 –
 –
 –
 –
 –
 (45.7)
 (45.7)

Net gains/(losses) not 

  recognised in income

  statement
 –
 –
(0.8)
 (14.9)
 158.9
 (30.0)
 113.2

Net profit for the year ended
 –
 –
 –
 –
 –
    809.7
 809.7 
Dividends for year ended

 - Final (30th June 2002)
 –
 –
 –
 –
 –
(312.6)
  (312.6)

 - Interim (30th June 2003) 
 –
 –
 –
 –
 –
(83.7)
 (83.7)

Issue of shares
0.1
0.4
 – 
 –
 –
–
0.5

At 30th June 2003
1,163.1
2,384.2
   78.2
 209.2
578.2
3,556.3
 7,969.2

At 1st July 2001

· as previously reported
 1,163.0
 2,383.3
 114.7
 280.3
 356.9
 2,473.7
    6,771.9

· prior year adjustment
 –
 –
    (33.7)
 –
 –
 315.7
  282.0


· as restated
 1,163.0
 2,383.3
81.0
 280.3
 356.9
 2,789.4
    7,053.9

Translation of opening

  reserves
 –
 –
 –
 –
45.1

 –
 45.1

Translation differences
 –
 –
 – 
 –
17.3
 –
17.3
Transfers within reserves

  on realisation
 –
 –
 (2.0)
 (56.2)
 –
   58.2
–

Goodwill written off
 –
 –
 –
 –
 –
 (19.9)
    (19.9)

Net gains/(losses) not 

  recognised in income

  statement
 –
 –
(2.0)
    (56.2)
62.4
 38.3
42.5

Net profit for the year ended
 –
 –
 –
 –
 –
 742.9
 742.9 
Dividends for year ended

 - Final (30th June 2001)
 –
 –
 –
 –
 –
(314.0)
  (314.0)

 - Interim (30th June 2002) 
 –
 –
 –
 –
 –
 (83.7)
    (83.7)

Issue of shares
 –
0.5
 –
 –
 –
 –
0.5

At 30th June 2002
 1,163.0
 2,383.8
79.0
 224.1
 419.3
 3,172.9
 7,442.1

The unaudited Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the annual financial statements for the year ended 30th June 2002.

Unaudited  Condensed  Consolidated  Cash  Flow  Statement  for  the  year  ended  30th  June  2003


 2003


   2002


RM Million
 RM Million
RM Million
 RM Million

Profit after taxation
 944.6

 896.1
Adjustments for :
Unusual items
(12.6)

   50.0

Share of profits less losses of associated companies
(40.2)

(3.5)

Surplus on sale of machinery, equipment & vehicles
 (32.2)

(9.2)

Depreciation 
 343.7

 332.1

Interest income
(45.4)

 (44.4)

Interest expense
70.3

45.6

Investment income
(40.8)

 (65.3)

Taxation
 339.5

 252.0

Others
0.2

(1.7)



 1,527.1
 1,451.7
(Increase)/Decrease in working capital
Inventories
(156.2)
(238.5)

Trade and other receivables
(414.1)
(451.5)

Cash held under Housing Development Accounts
(68.1)
(25.1)

Trade and other payables and provisions
217.5
  109.6 



 1,106.2

 846.2

Cash generated from operations
Taxation paid
(346.6)
(342.7)

Interest received
44.5
44.4

Interest paid
(61.1)
    (46.8)

Investment income received
100.4

68.1

Dividend received from associated companies

15.4

33.3


Net cash inflow from operating activities
 858.8

 602.5
Investing activities
 

Purchase of investments 
(727.7)

  (420.7)


Purchase of subsidiary companies
(96.0)

 (10.2)


Purchase of associated companies
(12.7)

 (91.0)


Purchase of property, plant and equipment
(500.7)
(334.9)

Purchase of intangibles
(33.7)

 –


Purchase of real property assets
(18.0)

(1.1)

Proceeds from sale of investments
 899.7

    242.1

Proceeds from sale of subsidiary companies
 –

0.9

Proceeds from sale of property, plant and equipment
 144.4

 125.2

Proceeds from shares issued to minority interest
5.4

 –


Proceeds from sale of real property assets
4.8

 –


Net cash outflow from investing activities

  (334.5)

(489.7)

Unaudited  Condensed  Consolidated  Cash  Flow  Statement  for  the  year  ended  30th  June  2003 (cont’d)


  2003


   2002


RM Million
 RM Million
RM Million
 RM Million

Financing activities

Proceeds from shares issued under Sime Darby  

  Employees’ Share Option Scheme
0.5

0.5


Proceeds from term loan raised
 1,386.0
 
 211.5

Short term borrowings raised/(repaid)
 (95.6)

 278.1

Term loan repaid
(482.2)

(161.4)

Dividends paid
(487.0)

(514.4)



Net cash inflow/(outflow) from financing activities
321.7

(185.7) 

Net increase/(decrease) in cash and cash equivalents
    846.0

 (72.9)

Foreign exchange differences
   70.9

   44.0

Cash and cash equivalents at beginning of the year
 1,496.0

 1,524.9

Cash and cash equivalents at end of the year
 2,412.9

1,496.0

For the purpose of the cash flow statement, the cash and cash equivalents comprised the following : 

   Bank balances, deposits and cash
 2,240.6

 1,535.6

   Investment in money market instruments
 209.8

 –

   Bank overdrafts – secured
 (5.9)

 –

                             – unsecured
 (31.6)
 
 (39.6)





  2,412.9

1,496.0


The unaudited Condensed Consolidated Cash Flow Statement should be read in conjunction with the annual financial statements for the year ended 30th June 2002.

Notes on the quarterly report – 30th June 2003

Amounts in RM million unless otherwise stated

A. EXPLANATORY NOTES AS PER MASB 26

A1. Basis of preparation

These interim financial statements are prepared in accordance with the Malaysian Accounting Standards Board (‘MASB’) Standard No. 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements and should be read in conjunction with the Group’s annual financial statements for the year ended 30th June 2002.  

The accounting policies and presentation adopted for the interim financial statements are consistent with those adopted for the last annual financial statements except for the adoption of the new MASB No. 23 “Impairment of Assets” which has been applied prospectively from 1st July 2002 and the new MASB No. 25 on “Income Taxes”.  

The change in accounting policy with respect to the recognition of deferred tax assets and liabilities in compliance with MASB No. 25 has been accounted for retrospectively and has the effect of increasing the consolidated retained profits for the year ended 30th June 2002 by RM287.4 million of which RM244.6 million was the result of recognising deferred tax assets arising from transfer of assets between group companies.

Group:

Effect of 

   As previously
  change in 


        reported
        policy
As restated
At 1st July 2002 

· retained profits
 2,885.5
 287.4
 3,172.9

· revaluation reserves
 112.7
(33.7)
79.0     

- 
minority interests
 1,177.2
10.5
    1,187.7

-
deferred tax liabilities
 238.4
66.0
     304.4

-
deferred tax assets
 –
 (332.4)
  (332.4)

- 
current taxation
 168.8
2.2
    171.0

Year ended 30th June 2002 

-  taxation
 217.5
31.6
 249.1

-  minority interest
 156.5
(3.3)
 153.2
-  net profit for the year ended
    771.2
 (28.3)
 742.9

A2. Audit report

There were no audit qualifications on the annual financial statements for the year ended 30th June 2002. 

A3. Seasonal or cyclical factors

The Group’s results were not materially affected by any major seasonal or cyclical factors except as indicated in Notes B1 and B2.

A4. Unusual items


       Quarter ended
  
Year ended


  30th June
   31st March
   30th June
  30th June 



   2003
   2003
2002
2003
   2002

Operating profits include the following:

Gain/(loss) on disposal of investments
(3.9)
 –
(1.1)
29.1
16.6

Gain on disposal of subsidiaries
1.3
 –
 –
0.5
 –

Surplus on disposal of properties
13.2
12.7
     0.5
31.0
22.1

(Provision for)/writeback of reorganisation

   expenses and severance cost
(0.4)
(1.0)
10.2
(2.7)
7.0

Writeback of/(allowance for) diminution in 

   value of investment
  3.7
 –
(9.1)
3.7
(15.1)

Impairment losses on property, plant  

    and equipment
    (46.2) 
 (10.7)
 (56.4)
 (57.1)
 (78.2)

Others
  7.9
  0.5
(0.2)
 8.1 
 (2.4)


     



 (24.4)
  1.5
 (56.1)
12.6
 (50.0)


Notes on the quarterly report – 30th June 2003

Amounts in RM million unless otherwise stated
A5. Changes in estimates

There were no changes in estimates of amounts reported in the previous quarter of the current financial year or changes in estimates of amounts reported in the previous financial year that have a material effect on results for the current quarter under review.

A6. Issuances and repayments of debt and equity securities

During the year ended 30th June 2003, options over 23,537,000 (2002 – 68,380,000) unissued ordinary shares in the Company have been granted to eligible employees and Executive Directors of the Company and its subsidiaries pursuant to the Sime Darby Employees’ Share Option Scheme.  As at 30th June 2003, 220,000 new shares have been issued pursuant to the exercise of the options under this scheme and options over 85,937,000 unissued ordinary shares remain outstanding.

On 6th February 2003, Sime Darby Berhad issued RM500 million 7-year Al Murabahah Medium Term Notes, under the RM1,500 million Al Murabahah Commercial Paper and Medium Term Note Programme, at par with a profit rate of 4.38% per annum.

A7. Dividend paid

The final dividend of 14.5 sen gross per share less Malaysian tax at 28% and 3.0 sen per share tax exempt for the financial year ended 30th June 2002 was paid on 20th December 2002.

The interim gross dividend of 5.0 sen per share less Malaysian tax at 28% for the financial year ended 30th June 2003 was paid on 23rd May 2003.

A8. Segmental reporting

	Primary reporting format 

– Business segments
	Year ended 

30th June 2003
	         Year ended 

         30th June 2002

	
	Revenue
	
	     Profit

    before

 taxation
	
	
	 Revenue
	
	       Profit

      before              

   taxation

	
	
	
	
	
	
	
	
	

	Plantations
	1,414.9
	
	    292.9
	
	
	963.1
	
	         78.1

	Tyre Manufacturing
	827.1
	
	      61.7
	
	
	775.3
	
	         51.6

	Property
	717.8
	
	    266.7
	
	
	562.8
	
	       246.6

	Heavy Equipment Distribution
	2,911.1
	
	    249.2
	
	
	2,412.5
	
	       231.8

	Motor Vehicle Distribution
	4,640.4
	
	    255.1
	
	
	4,008.5
	
	       293.9

	Energy
	726.0
	
	    170.7
	
	
	629.6
	
	       164.3

	General Trading, Services and Others
	2,480.5
	
	     (28.1)
	
	
	2,701.3
	
	         17.7

	
	13,717.8
	
	 1,268.2
	
	
	12,053.1
	
	    1,084.0

	Investment income
	
	
	      40.8
	
	
	
	
	         65.3

	Finance cost (net)
	
	
	     (24.9)
	
	
	
	
	          (1.2)

	
	
	
	 1,284.1
	
	
	
	
	    1,148.1


The loss before taxation of General Trading, Services and Others Division for the year ended 30th June 2003 is net of the gain on disposal of investments of RM29.1 million (See Note A4).

A9. Property, plant and equipment

Valuation of property, plant and equipment has been brought forward without amendments from the annual financial statements for the year ended 30th June 2002.
Notes on the quarterly report – 30th June 2003
Amounts in RM million unless otherwise stated

A10.   Capital commitments


Authorised capital expenditure for property, plant and equipment not provided for in the financial statements:



  As at 
As at



     30th June 

30th June 



2003

2002


Contracted

 119.1
51.1


Not contracted

 207.3
257.7


A11.
Significant post balance sheet event

Auto Bavaria Sdn Bhd, a wholly owned subsidiary of Tractors Malaysia Holdings Berhad, and BMW Holdings BV, a wholly owned subsidiary of Bayerische Motoren Werke Aktiengesellschaft, had on 15th July 2003 entered into a joint-venture agreement to set up a joint-venture company to undertake on a sole and exclusive basis the wholesale functions of BMW Group products (excluding Rolls Royce passenger cars)  in the Malaysian market.  The joint-venture company, BMW Malaysia Sdn Bhd is 51% and 49% owned by BMW Holdings BV and Auto Bavaria Sdn Bhd respectively.

The transaction will not have any material impact on the earnings and net tangible assets of the Group for the financial year ending 30th June 2004.  

None of the directors or substantial shareholders of the Company, or persons connected to them, has any interest, direct or indirect, in the said transaction.

A12.
Changes in the composition of the Group

On 10th October 2002, Servitel Development Sdn. Bhd. disposed of 23,738,316 ordinary shares representing 11.77% of the equity interest in Palmco Holdings Berhad (‘PHB’) to IOI Corporation Berhad, reducing its equity interest in PHB from 33.77% to 22.00%. 

On 14th October 2002, Sime Malaysia Region Berhad acquired an additional 31,569 ordinary shares in Century Automotive Products Sdn. Bhd. (‘CAP’), thereby increasing its equity interest in CAP to 81.29%.

On 21st October 2002, Yunnan Dekai Bow Ma Motors Technology & Service Co. Ltd. was incorporated in the People’s Republic of China.  The Group’s equity interest of 65% is held by Bow Ma Motors (South China) Limited and the balance 35% held by Yunnan Kai Cheng Economic and Trading Company Limited. It is principally involved in the operation of a motor vehicle service centre and the provision of consulting and management services.

On 24th October 2002, FG Wilson Asia Pte. Ltd. (‘FGWA’) issued 9,999,998 new ordinary shares to Tractors Singapore Limited, Tractors Malaysia (1982) Sdn. Bhd., Metro Machinery Company Limited and PT Trakindo Utama, resulting in the said parties holding an equal stake of 25% each in FGWA.  The Group’s effective interest in FGWA is 42.94%.

On 1st November 2002, SD Holdings Berhad disposed of its entire 100% equity interest in Vintage Jaya Sdn. Bhd.

On 21st November 2002, Sime Malaysia Region Berhad disposed of its entire equity interests in Sime Seaport Duty Free Sdn. Bhd., Labuan Duty Free (M) Sdn. Bhd. and Sime Darby Duty Free Sdn. Bhd. (‘SDDF’) including SDDF’s wholly-owned subsidiary, Langkawi Duty Free (M) Sdn. Bhd.

On 21st November 2002, Shantou Dehong Bow Ma Motors Company Limited was incorporated in the People’s Republic of China.  The Group’s equity interest of 60% is held by Bow Ma Motors (South China) Limited and the balance 40% held by Shantou Hongshi Automobile Sell Co. Ltd.  It is principally involved in the display, maintenance and repair of vehicles and the provision of consulting and management services.

Notes on the quarterly report – 30th June 2003
Amounts in RM million unless otherwise stated

A12.
Changes in the composition of the Group (cont’d)

On 4th December 2002, Sime Confectionery Sdn. Bhd. (‘SCSB’) issued 11,499,998 new ordinary shares to SD Holdings Berhad (‘SDHB’) and Petra Foods Pte. Ltd. (‘Petra’) resulting in SDHB and Petra holding 40% and 60% of the equity interest of SCSB respectively. As a result of the reduction in the Group’s interest to 40%, SCSB ceased to be a subsidiary company.

On 13th December 2002, Beijing SimeWinner Consulting Services Company Limited was incorporated in the People’s Republic of China as a wholly-owned subsidiary of Sime Winner Holdings Limited.  It is principally involved in the provision of management and consulting services.

On 30th December 2002, Sime Darby Eastern Limited acquired 100% of the equity of Laem Chabang Power Co. Ltd., which owns and operates a power plant in Thailand for USD 30.4 million.

On 30th December 2002, Sime Darby Motor Group (HK) Limited acquired 40% of the equity interest in DCS AsiaPac Limited, which is involved in the marketing, distribution, sale of software and hardware and the provision of consultancy and training services in relation to the motor vehicle industry.

Sime Darby (Thailand) Limited’s equity interest in AAPICO Hitech Public Company Limited was reduced from 25% to 18.29% following its listing on the Bangkok Stock Exchange.

On 23rd January 2003, Xiamen Sime Darby CEL Machinery Co. Ltd. acquired the remaining 5% of the equity interest in Shunde CEL Machinery Company Ltd., thereby increasing the Group’s equity interest in Shunde CEL Machinery Company Ltd. to 100%.

On 27th January 2003, Consolidated Plantations Berhad disposed of its entire 70% equity interest in Sime Gardentech Sdn. Bhd.

On 19th March 2003, SDHB acquired one additional ordinary share in SIRIM-Sime Technologies Sdn. Bhd. resulting in SDHB holding 50% plus 1 share in the equity of SIRIM-Sime Technologies Sdn. Bhd.

On 28th March 2003, Tractors Malaysia (1982) Sdn. Bhd. subscribed for 5,700,000 ordinary shares, representing 55% of the share capital of TMA-Joy Industries Asia Pacific Sdn. Bhd. (‘TMA-Joy Industries’).  The Group’s effective interest in TMA-Joy Industries is 39.46%.

On 31st March 2003, Tennamaram Biomass Sdn. Bhd. (‘TBSB’) issued 1,399,998 ordinary shares to Consolidated Plantations Berhad (‘CPB’) and 600,000 ordinary shares to SembCorp Environmental Management Pte. Ltd. (‘SEM’), resulting in the Group’s interest held through CPB to be 70% and the remaining 30% held by SEM.

On 31st March 2003, Sime Singapore Limited disposed of its entire 49% equity interest in Banfora Pte. Ltd.

On 21st May 2003, Yunnan Sime Winner Motor Services Co. Limited was incorporated in the People’s Republic of China as a joint venture for the operation of motor vehicle service centres.  The Group’s equity interest of 90% is held by Sime Darby Motors (Nissan China) Holdings Limited and the balance 10% held by Yunnan Kai Cheng Economic and Trading Company Limited.

The above changes in the composition of the Group had no material impact on the earnings and net tangible assets of the Group.

A13.
Contingent liabilities - unsecured



As at    
As at



   22nd August 

30th June 



2003

2002


Trade and performance guarantees
    1,632.419.5
1,016.9
Claims pending against subsidiaries
   19.9
25.8




 1,652.3
1,042.7


The above contingent liabilities exclude a performance guarantee of RM1.788 billion that was issued on 22nd 
Notes on the quarterly report – 30th June 2003
Amounts in RM million unless otherwise stated

B.
ADDITIONAL INFORMATION REQUIRED BY THE KUALA LUMPUR STOCK EXCHANGE LISTING  REQUIREMENTS

B1. Review of results for the year ended 30th June 2003



Quarter ended
 Year ended



 30th June
   30th June



2003
   2002
  2003
   2002

Plantations
81.0
   18.8
 283.7
   73.2


Tyre Manufacturing
15.3
36.1
60.1
 84.4


Property
83.6
63.6
 255.4
 245.8


Heavy Equipment Distribution
72.8
63.9
248.9
 230.3


Motor Vehicle Distribution
72.5
98.0
257.8
 293.2


Energy
52.3
54.8
170.7
 164.3


General Trading, Services and Others
8.5
 (0.3)
(21.0)
   42.8




 386.0
 334.9
 1,255.6.
 1,134.0

Unusual items  (Note A4)
 (24.4)
 (56.1)
12.6
 (50.0)



Profit before interest
 361.6
    278.8
 1,268.2
    1,084.0


The strong palm products prices during the year coupled with increased fresh fruit bunches production at lower cost contributed to the Plantations Division recording a more than three fold jump in profit over the previous year.  Average selling prices of crude palm oil and palm kernel for the year were RM1,458 per tonne (2002-RM1,058 per tonne) and RM728 per tonne (2002-RM520 per tonne) respectively.

Severe price war triggered by the implementation of AFTA for tyre products on 1st January 2003, soaring cost of natural and synthetic rubber arising from the conflict in the Middle East as well as the influx of cheap imports, all combined to erode margins and profit of the Tyre Manufacturing Division for the year ended 30th June 2003.

Although the Malaysian property market was generally soft, landed residential properties developed by the Property Division continued to enjoy reasonable demand.  Included in the result of the year was a compensation of RM16.0 million in respect of Sime UEP’s land acquired by the Petaling District Land Administrator. 

The Hastings Deering group contributed strongly to the Heavy Equipment Distribution business.  Its Australian operations performed particularly well with solid business from the coal and underground gold mining industry.  Tractors Malaysia benefited from strong acceptance of its ports and turbine products while the operations in Singapore continued to perform well in the Republic’s buoyant ship building and marine sectors.

The Motor Vehicle Distribution business continued to be adversely affected in the year under review by declining profits caused by a multitude of factors. The strengthening of the Euro, the introduction of a First Registration Tax on motor vehicles in Hong Kong and the intense competition especially among mid-range marques all served to sap demand and erode margins.  The rapidly expanding automobile market in China however, holds much promise for growth and the Group remains poised to capitalise on any opportunities arising therefrom.  

The Energy Division’s higher profit reported for the year was mainly on account of the maiden contribution from Laem Chabang Power Co. Ltd, a wholly-owned subsidiary company acquired during the year.

The outbreak of the Iraq war, the SARS outbreak, the onset of AFTA and terrorist attacks at civilian locations in the region, impacted the Group’s various businesses operating under General Trading, Services and Others during the year, and this is reflected in the losses reported by the division.

Notes on the quarterly report – 30th  June 2003
Amounts in RM million unless otherwise stated

B2. Material changes in the quarterly results as compared to the results of the preceding quarter




   Preceding



Quarter ended
      quarter ended



30th June 2003
  31st March 2003




   %

  %


Plantations
81.0
21.0
68.0
26.1


Tyre Manufacturing
15.3
4.0
11.5
4.4


Property
83.6
21.6
52.3
20.0


Heavy Equipment Distribution
72.8
18.9
52.6
20.2


Motor Vehicle Distribution
72.5
18.8
48.6
18.6


Energy
52.3
13.5
50.8
19.5
General Trading, Services and Others
8.5
2.2
(22.9)
(8.8)




386.0
100.0
260.9
100.0



Unusual items  (Note A4)
(24.4)



1.5



Profit before interest
361.6



262.4

 
The Group recorded higher profits for the quarter ended 30th June 2003 with strong contributions from all sectors of businesses that it operates in.

Lower palm product prices for the quarter were compensated by increased production at lower cost, enabling the Plantations Division to maintain its high profitability.  Average selling prices of palm oil and kernel for the quarter were RM1,472 per tonne and RM703 per tonne respectively compared to RM1,560 per tonne and RM803 per tonne respectively for the preceding quarter.

The dissipating SARS outbreak worldwide and the conclusion of the Iraq war made better deliveries of tyres to the export market possible and this is reflected in the improved performance of the Tyre Manufacturing Division for the quarter.  Competitively priced Japanese Dunlop premium tyres brought into the domestic market by the Division also helped cushion the impact of competition from imported premium brands.

Property Division’s operating profits grew by 60% quarter on quarter as it continued to enjoy favourable response to its various property launches.  The market continues to be receptive to the Division’s reliable and competitively priced residential properties at the right location.

The Heavy Equipment Distribution business benefited from niche sectors of the Malaysian economy that are performing well, with good acceptance of its ports equipment while its turbine products remained a leader in the nation’s cogeneration activities.  Singapore achieved increased market share in both the construction equipment and engine sectors riding on the back of the buoyant marine industry.

BMW remained the backbone of the Group’s Motor Vehicle Distribution business performing well in the Malaysian market with its innovative financing schemes to anchor the sector’s higher contribution this quarter.

The Energy Division’s profitability was stable for the quarter to June 2003 with its power generation assets in Malaysia and Thailand providing a consistent income stream.

Notes on the quarterly report – 30th  June 2003
Amounts in RM million unless otherwise stated

B3. Current year prospects

The Malaysian economy is forecast to remain favourable in the new financial year despite the uncertainty affecting the major developed economies and the impact of the implementation of the ASEAN Free Trade Area.  The Board is optimistic that, based on the measures taken to strengthen the Group’s businesses, the results for the new financial year will remain satisfactory.

B4. Variance of actual profit from profit forecast or profit guarantee


Not applicable as there was no profit forecast or profit guarantee.

B5. Taxation



Quarter  ended
  Year ended



   30th June
30th June



  2003
  2002
  2003
  2002


In respect of the current period :


- Income tax
75.7
59.9
 321.0
 257.8


- Deferred tax
12.1
15.9
  8.6
   21.8




87.8
75.8
 329.6
 279.6


In respect of prior years :


- Income tax
(5.5)
(28.2)                0.1
(30.5)



82.3
47.6
329.7
249.1

The effective tax rates for the current quarter and year ended 30th June 2003 of 23.3% and 26.4% respectively were lower than the statutory tax rate of 28% mainly because of the effects of tax exempt income from investments and the lower income tax rates of overseas subsidiaries. 
B6. Profit/(losses) on sale of unquoted investments and properties


There were no profit on sale of unquoted investments during the quarter and year ended 30th June 2003.  Profit on disposal of properties is set out in Note A4.
B7. Quoted  and marketable securities


Details of investments in quoted and marketable securities held by the Group are as follows:


Movement during: 

Quarter ended
Year ended


30th June 
30th June



2003
 2003

- Total purchases
 296.8
 899.3



- Total disposals

 452.1


869.4



- Total (loss)/gain on disposal

(3.9)


29.1
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B7. Quoted  and marketable securities (cont’d)


Balances:


As at





   30th June






2003
- Cost

 830.5


- Carrying value

 811.0

- Market value

 845.7


The market value at 30th June 2003 of these investments approximated the fair value.

B8. Status of corporate proposals

On 21st June 2002, Alliance Merchant Bank Berhad (‘Alliance’), on behalf of Sime Darby Berhad (‘SDB’), announced that SDB had entered into a Reorganisation Agreement with DMIB Berhad (‘DMIB’), Sime Engineering Services Berhad (formerly known as CMF Technology Sdn Bhd) (‘SES’) and SDC Tyre Sdn Bhd (formerly known as Merit Manufacturing Sdn Bhd) (‘SDC’) relating to a proposed re-organisation of the corporate structure and businesses of DMIB which would involve the privatisation of DMIB and the transfer of its listing status to SES (‘the Scheme’).  The Scheme, which was sanctioned by the High Court of Malaya at Kuala Lumpur on 9th July 2003, became effective on 15th August 2003 and all transactions contemplated under the Scheme were completed on 15th August 2003.  SES was listed on the Main Board of the Kuala Lumpur Stock Exchange on 28th August 2003.

B9. Group borrowings


Short term borrowings

Unsecured borrowings denominated in Ringgit Malaysia
 308.0


Borrowings denominated in foreign currencies

  - Secured
  5.9

  - Unsecured
54.4
60.3


Term loans repayable within one year

     included under short term borrowings

  - Secured
0.8



  - Unsecured
16.8
17.6




385.9

Term loans


Al Murabahah Medium Term Notes

500.0


Unsecured loans denominated in Ringgit Malaysia

134.9


Borrowings denominated in foreign currencies



  - Secured
22.920.9


  - Unsecured
 1,159.2
 1,182.1

Less:


Amount repayable within one year

     included under short term borrowings

  - Secured
(0.8)

  - Unsecured
 (16.8)
(17.6)


 
 1,799.4
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B9. Group borrowings (cont’d)


The breakdown of foreign currency denominated borrowings of the Group’s foreign subsidiaries analysed by currency is as follows:

Analysis by currency:
Short term
 Term loans


 borrowings

Australian dollar
 –
203.2

Hong Kong dollar
16.9
–

Singapore dollar
5.0
–

Thai baht
8.1
70.9

Chinese renminbi
11.4
 –

New Zealand dollar
5.9 
22.9

Pound sterling
13.0
 –

US dollar
 –
885.1


60.3
1,182.1


The secured short term borrowings and term loans were secured by land and buildings of a subsidiary company with net book value of RM27.1 million and market value of RM32.9 million.

The average interest rates applicable to short term borrowings and term loans outstanding at 30th June 2003 were 3.8% and 3.4% respectively per annum.

The RM500 million 7-year Al Murabahah Medium Term Notes, under the RM1,500 million Al Murabahah Commercial Paper and Medium Term Note Programme were issued at par with a profit rate of 4.38% per annum.

B10. Off balance sheet financial instruments

Forward foreign exchange contracts

Forward foreign exchange contracts were entered into by subsidiaries in currencies other than their functional currency to manage exposure to fluctuations in foreign currency exchange rates on specific transactions.  Under the Group accounting policies, the transactions in foreign currencies which are hedged by forward foreign exchange contracts are booked in at the contracted rates.

As at 22nd August 2003, the notional amounts of forward foreign exchange contracts that were entered into as hedges for purchases and sales were RM544.7 million and RM248.9 million respectively. These amounts represent the future cash flows under contracts to purchase and sell the foreign currencies. The settlement periods of these forward contracts range between 1 and 13 months.

Interest rate swaps

Included in Note B9 are:

a) RM125.4 million equivalent of a US dollar term loan that represents borrowings in a subsidiary in Thailand. The amount is partially hedged by US dollar/Thai baht Cross Currency Interest Rate Swaps. These swaps mature on 28th May 2004.

b) RM25.0 million of Ringgit Malaysia term loans that represent borrowings in a subsidiary in Malaysia. The amount is hedged by interest rate swaps which mature within 2 to 3 years.

c) RM203.2 million equivalent of an Australian dollar term loan that represents borrowings in a subsidiary in Australia.  The amount is hedged by interest rate cap and floor swaps that mature on 9th March 2005.

The Group has no significant concentrations of credit risk and market risk in relation to the above off balance sheet financial instruments because of low risk of non-performance by counterparties and the large number of customers and suppliers comprising the Group’s base and their dispersion across different businesses and geographical areas. 
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B11. Material litigation

Certain minority shareholders of Sime Bank Berhad (‘Sime Bank’) had taken legal action against Sime Darby Berhad (‘Sime Darby’) for failing to make a general offer to the rest of the shareholders when 60.35% of the equity of Sime Bank was acquired.  As the plaintiffs’ shares in Sime Bank have since been acquired by RHB Bank Berhad, the plaintiffs have dropped their claim for the declaration of the said mandatory general offer to acquire the plaintiffs’ shares and confined their claim to unspecified damages instead.  On 31st March 2003, the High Court had decided in favour of the minority shareholders.  However, the quantum of damages and costs to be awarded to the plaintiffs have yet to be assessed, and will be the subject matter of further hearings.

The Board of Directors of Sime Darby had resolved to appeal against the decision of the High Court, and notices of appeal were filed on 24th April 2003, with the Court of Appeals.

B12. Dividend

a) A final gross dividend of 16.0 sen per share less Malaysian tax at 28% and 4.0 sen per share tax exempt has been recommended and, subject to the approval of members at the forthcoming Annual General Meeting of the Company, will be paid on 12th December 2003.  The final gross dividend declared for the previous year was 14.5 sen per share less Malaysian tax at 28% and 3.0 sen per share, tax exempt.  The entitlement date for the dividend payment is 14th November 2003.

A depositor shall qualify for entitlement to the dividend only in respect of:

 i) shares transferred into the depositor’s securities account before 4.00 p.m. on 14th November 2003 in respect of transfers; 

 ii) shares deposited into the depositor’s securities account before 12.30 p.m. on 12th November 2003 in respect of shares which are exempted from mandatory deposit; and

 iii) shares bought on the Kuala Lumpur Stock Exchange on a cum entitlement basis according to the Rules of the Kuala Lumpur Stock Exchange.

No dividend was declared in the preceding quarter.

b) An interim gross dividend of 5.0 sen per share less Malaysian tax at 28% was paid on 23rd May 2003.  No dividend was paid in the preceding quarter.

c) The total annual dividend is 25.0 sen comprising 21.0 sen less Malaysian tax at 28% and 4.0 sen tax exempt (2002 – 19.5 sen less Malaysian tax at 28% and 3.0 sen tax exempt).

d) The total annual dividend net of tax is RM444.7 million (2002 – RM396.3 million).
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B13. Earnings per share


  Quarter ended
   Year ended



30th June
  30th June


  2003
  2002
  2003
2002

Basic earnings per share


Net profit for the period (RM million)
 241.0
 187.2
 809.7
  742.9


Weighted average number  


 of ordinary shares in issue (million)
    2,326.2
 2,326.0
 2,326.2
 2,326.0


Basic earnings per share (sen)
10.4
8.0
34.8
31.9



Diluted earnings per share


Net profit for the period (RM million)
 241.0
 187.2
    809.7
742.9


Weighted average number


 of ordinary shares in issue (million)
 2,326.2
 2,326.0
 2,326.2
 2,326.0


Adjustment for share options (million)
2.1
4.2
2.0
1.7


Weighted average number


 of ordinary shares for diluted
            earnings per share (million)
 2,328.3
 2,330.2
 2,328.2
 2,327.7



Diluted earnings per share (sen)6.4
10.4
8.0
34.8
31.9


B14. Provision of financial assistance in the ordinary course of business

Sime Engineering Sdn Bhd, a wholly owned subsidiary of Sime Darby Berhad issued a Performance Bond of RM3.129 million and an Advance Payment Bond of RM7 million to Sarawak Hidro Sdn Bhd on behalf of Edward & Sons (EM) Sdn Bhd, another member of the Malaysia-China Hydro Joint Venture (‘MCHJV’), in relation to the CW2 Package for the Bakun Hydroelectric project.

The financial assistance had no material impact on the earnings and net tangible assets of the Group.


By Order of the Board


Kuala Lumpur
YEOH POH YEW, NANCY

29th August 2003
Group Secretary
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