SIME DARBY BERHAD

(Company No: 41759-M)


Unaudited Condensed Consolidated Balance Sheet

	
	
	
	Unaudited
	
	Audited

	
	
	
	30th September 2004
	
	30th June 2004

	
	Note
	
	RM Million
	
	RM Million


	SHARE CAPITAL
	
	
	1,179.7
	
	1,177.9

	RESERVES
	
	
	7,195.8
	
	7,246.8

	SHAREHOLDERS’ FUNDS
	
	
	8,375.5
	
	8,424.7

	MINORITY INTERESTS
	
	
	1,139.2
	
	1,209.9

	
	
	
	9,514.7
	
	9,634.6

	NON-CURRENT LIABILITIES
	
	
	
	
	

	Loans and financing
	B10
	
	1,696.9
	
	1,733.2


	Deferred taxation liabilities
	
	
	238.0
	
	243.7

	
	
	
	1,934.9
	
	1,976.9

	
	
	
	
	
	

	
	
	
	11,449.6
	
	11,611.5

	
	
	
	
	
	

	CURRENT ASSETS
	
	
	
	
	

	Inventories
	
	
	3,205.5
	
	3,161.3

	Trade and other receivables
	
	
	2,694.0
	
	2,591.8

	Cash held under Housing Development Accounts
	
	
	347.2
	
	288.8

	Bank balances, deposits and cash
	
	
	2,294.0
	
	2,574.1

	
	
	
	8,540.7
	
	8,616.0

	
	
	
	
	
	

	CURRENT LIABILITIES
	
	
	
	
	

	Trade and other payables
	
	
	2,691.9
	
	2,959.7

	Provisions
	
	
	171.3
	
	153.9

	Short term borrowings
	B10
	
	923.9
	
	637.6

	Current taxation
	
	
	206.4
	
	172.6

	
	
	
	3,993.5
	
	3,923.8

	
	
	
	
	
	

	NET CURRENT ASSETS
	
	
	4,547.2
	
	4,692.2


	
	
	
	
	
	

	NON-CURRENT ASSETS
	
	
	
	
	

	Trade and other receivables
	
	
	507.1
	
	417.4

	Deferred taxation assets
	
	
	333.4
	
	331.0

	Investments
	
	
	576.6
	
	886.3

	Associated companies
	
	
	747.9
	
	615.3

	Jointly controlled entities
	
	
	4.7
	
	4.5

	Real property assets
	
	
	300.9
	
	251.5

	Property, plant and equipment
	A9
	
	4,362.4
	
	4,343.4

	Intangible assets
	
	
	69.4
	
	69.9

	
	
	
	6,902.4
	
	6,919.3

	
	
	
	
	
	

	
	
	
	11,449.6
	
	11,611.5


	
	
	
	Sen
	
	Sen

	
	
	
	
	
	

	NET TANGIBLE ASSETS PER SHARE
	
	
	352
	
	355


The unaudited Condensed Consolidated Balance Sheet should be read in conjunction with the annual financial statements for the year ended 30th June 2004.

Unaudited Condensed Consolidated Statement of Changes In Equity for the quarter ended 30th September 2004

	
	<----------------------------------------Non Distributable--------------------------------------(
	Distributable
	

	
	Share capital
	Share premium
	Revaluation Reserves
	Capital reserves
	Exchange reserves
	retained profits
	Total

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

	
	
	
	
	
	
	
	

	At 1st July 2004
	1,177.9
	2,515.4
	76.0
	209.2
	620.6
	3,825.6
	8,424.7

	Currency translation differences
	-
	-
	-
	-
	50.2
	-
	50.2

	Goodwill written off
	-
	-
	-
	-
	-
	(379.4)
	(379.4)

	Net loss not recognised in income statement
	-
	-
	-
	-
	50.2
	(379.4)
	(329.2)

	Net profit for the quarter
	-
	-
	-
	-
	-
	261.8
	261.8

	Issue of shares
	1.8
	16.4
	-
	-
	-
	-
	18.2

	At 30th September 2004
	1,179.7
	2,531.8
	76.0
	209.2
	670.8
	3,708.0
	8,375.5


	At 1st July 2003
	1,163.1
	2,384.2
	78.2
	209.2
	578.2
	3,556.3
	7,969.2

	Currency translation differences
	-
	-
	-
	-
	31.9
	-
	31.9

	Goodwill written off
	-
	-
	-
	-
	-
	(20.8)
	(20.8)

	Net gain not recognised in income statement
	-
	-
	-
	-
	31.9
	(20.8)
	11.1

	Net profit for the quarter
	-
	-
	-
	-
	-
	252.5
	252.5

	Issue of shares
	-
	0.3
	-
	-
	-
	-
	0.3

	At 30th September 2003
	1,163.1
	2,384.5
	78.2
	209.2
	610.1
	3,788.0
	8,233.1


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 2004.

Unaudited Condensed Consolidated Cash Flow Statement for the quarter ended 30th September 2004

	
	
	Quarter ended 30th September 2004
	
	Quarter ended 30th September 2003

	
	Note
	RM Million
	
	RM Million


	Profit after taxation
	
	
	285.9
	
	
	284.8

	Adjustments for :
	
	
	
	
	
	

	Unusual items
	A4
	
	(29.5)
	
	
	(51.7)

	Share of results of associated companies and jointly controlled entities
	
	
	(10.7)
	
	
	(13.2)

	Depreciation and amortisation
	
	
	84.7
	
	
	90.6

	Taxation
	
	
	105.7
	
	
	83.5

	Others
	
	
	(0.1)
	
	
	(18.1)

	
	
	
	436.0
	
	
	375.9

	(Increase)/Decrease in working capital
	
	
	
	
	
	

	Inventories
	
	
	(44.2)
	
	
	276.1

	Trade and other receivables
	
	
	(192.2)
	
	
	(243.2)

	Cash held under Housing Development Accounts
	
	
	(58.4)
	
	
	(20.3)

	Trade and other payables and provisions
	
	
	(229.1)
	
	
	(209.9)

	Cash (utilised in)/ generated from operations
	
	
	(87.9)
	
	
	178.6

	Taxation paid
	
	
	(71.3)
	
	
	(87.1)

	Dividends from associated companies
	
	
	4.7
	
	
	8.8

	Net cash (outflow)/ inflow from operating activities
	
	
	(154.5)
	
	
	100.3

	
	
	
	
	
	
	

	Investing activities
	
	
	
	
	
	

	Purchase of investments
	
	(5.5)
	
	
	(433.3)
	

	Purchase of associated and subsidiary companies
	
	(583.0)
	
	
	(207.8)
	

	Capital distribution to minority interests in a subsidiary company
	
	-
	
	
	(38.8)
	

	Capital repayment by an associated company
	
	3.6
	
	
	-
	

	Purchase of property, plant and equipment
	
	(110.7)
	
	
	(140.6)
	

	Proceeds from sale of investments
	
	362.9
	
	
	60.7
	

	Proceeds from sale of associated and subsidiary companies
	
	-
	
	
	298.9
	

	Proceeds from sale of property, plant and equipment
	
	24.7
	
	
	66.1
	

	Purchase of real property assets
	
	(49.4)
	
	
	-
	

	Net cash outflow from investing activities
	
	
	(357.4)
	
	
	(394.8)

	
	
	
	
	
	
	

	Financing activities
	
	
	
	
	
	

	Proceeds from shares issued under Sime Darby Berhad Employees’ Share Option Scheme 
	
	18.2
	
	
	0.3
	

	Net borrowings raised
	
	198.1
	
	
	146.1
	

	Dividends paid to minority interests in subsidiary companies
	
	(32.4)
	
	
	(23.5)
	

	Net cash inflow from financing activities
	
	
	183.9
	
	
	122.9

	
	
	
	
	
	
	

	Decrease in cash and cash equivalents
	
	
	(328.0)
	
	
	(171.6)

	Cash and cash equivalents at beginning of the quarter
	
	
	2,542.0
	
	
	2,412.9

	Foreign exchange differences
	
	
	6.0
	
	
	9.8

	Cash and cash equivalents at end of the quarter
	
	
	2,220.0
	
	
	2,251.1

	
	
	
	
	
	
	


Unaudited Condensed Consolidated Cash Flow Statement for the quarter ended 30th September 2004 (cont’d)

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

	
	
	Quarter ended 30th September 2004
	
	Quarter ended 30th September  2003

	
	Note
	RM Million
	
	RM Million


	
	
	
	
	
	

	Bank balances, deposits and cash
	
	
	2,294.0
	
	2,323.7

	Bank overdrafts 
	
	
	
	
	

	– secured
	
	
	(0.1)
	
	(3.9)

	– unsecured
	
	
	(73.9)
	
	(68.7)

	
	
	
	2,220.0
	
	2,251.1


The unaudited Condensed Consolidated Cash Flow Statement should be read in conjunction with the annual financial statements for the year ended 30th June 2004.

Notes on the quarterly report – 30th September 2004

Amounts in RM million unless otherwise stated

A. EXPLANATORY NOTES AS PER MASB STANDARD NO. 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 Bursa Malaysia Securities Berhad’s Listing Requirements and should be read in conjunction with the Group’s annual financial statements for the year ended 30th June 2004.  

The accounting policies and presentation adopted for the interim financial statements are consistent with those adopted for the annual financial statements for the year ended 30th June 2004 except for the adoption of the following new MASB standards: 

· MASB Standard No. 31 “Accounting for Government Grants and Disclosure of Government Assistance”

· MASB Standard No. 32 “Property Development Activities”

The adoption of MASB Standards No. 31 and 32 has no material impact on the earnings and net tangible assets of the Group. 

A2. Audit report

There were no audit qualifications on the annual financial statements for the year ended 30th June 2004. 

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---------------------(

	
	30th September 2004
	30th June 

2004
	30th September 2003

	Operating profit includes the following:
	
	
	
	
	
	

	
	
	
	
	
	
	

	Gain on disposal of investments
	
	34.8
	
	6.9
	
	-

	Gain on disposal of associated and subsidiary companies
	
	-
	
	21.2
	
	70.3

	Surplus on disposal of properties held as property, plant and equipment
	
	0.8
	
	39.9
	
	2.9

	Provision for reorganisation expenses and severance cost
	
	-
	
	(0.5)
	
	(1.4)

	(Provision for)/Writeback of diminution in value of investment
	
	(0.3)
	
	1.8
	
	-

	Impairment losses on property, plant and equipment
	
	(5.8)
	
	(1.3)
	
	(0.1)

	Provision for claim 
	
	-
	
	-
	
	(20.0)

	Provision for foreseeable contract losses 
	
	-
	
	(77.1)
	
	-

	Others
	
	-
	
	1.8
	
	-

	
	
	29.5
	
	(7.3)
	
	51.7


Notes on the quarterly report – 30th September 2004

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

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

A6. Debt and equity securities

During the quarter ended 30th September 2004, the following new ordinary shares of RM0.50 each were issued pursuant to the exercise of the options under the Sime Darby Employees’ Share Option Scheme:

	Option Price

RM
	No of ordinary shares of RM0.50 each

	
	
	

	4.90
	
	2,715,000

	5.08
	
	801,000

	5.09
	
	128,000

	5.47
	
	37,000

	
	
	3,681,000

	
	
	


As at 30th September 2004, options over 70,426,000 unissued ordinary shares remained outstanding.  

Other than the above, there was no cancellation, repurchase, resale or repayment of debt and equity securities during the quarter under review.

A7. Dividend

No dividend has been paid during the quarter ended 30th September 2004.

A8. Segmental reporting

	Primary reporting format

-Business segments
	Quarter ended 30th September 2004
	Quarter ended 30th September 2003

	
	Revenue
	
	 Profit before taxation
	
	
	Revenue
	
	Profit/ (loss) before taxation

	
	
	
	
	
	
	
	
	

	Plantations
	407.7
	
	91.8
	
	
	385.0
	
	152.6

	Property
	219.9
	
	59.7
	
	
	172.5
	
	75.9

	Heavy Equipment Distribution
	1,111.7
	
	110.8
	
	
	779.5
	
	48.0

	Motor Vehicle Distribution
	1,532.6
	
	92.6
	
	
	1,203.4
	
	47.7

	Energy
	259.2
	
	41.0
	
	
	165.4
	
	53.1

	General Trading, Services and Others
	754.7
	
	6.4
	
	
	878.6
	
	(0.7)

	
	4,285.8
	
	402.3
	
	
	3,584.4
	
	376.6

	Unallocated corporate expenses
	
	
	(5.2)
	
	
	
	
	(4.5)

	Investment income
	
	
	3.9
	
	
	
	
	6.0

	Finance costs (net)
	
	
	(9.4)
	
	
	
	
	(9.8)

	
	
	
	391.6
	
	
	
	
	368.3


A9. Property, plant and equipment

Valuation of property, plant and equipment has been brought forward without amendments from the annual financial statements for the financial year ended 30th June 2004.
Notes on the quarterly report – 30th September 2004
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 is as follows:

	
	
	As at 

30th September 2004
	
	As at 

30th June 2004


	
	
	
	
	

	Contracted
	
	585.2
	
	156.3

	
	
	
	
	

	Not contracted
	
	846.1
	
	110.8


A11.
Significant post balance sheet event

There was no item, transaction or event of a material or unusual nature during the period from the end of the quarter under review to 23rd November 2004.

A12.
Changes in the composition of the Group

The changes in the composition of the Group during the quarter under review were as follows:

1. On 15th September 2004, Sime Darby Berhad (“SDB”) completed the acquisition of 29.9% equity interest in Jaya Holdings Limited through its wholly-owned subsidiary, Sime Darby Eastern Limited for a cash consideration of S$223,019,640.

2. On 30th July 2004, SDB completed the acquisition of additional equity interest of 15% in Port Dickson Power Berhad and additional equity interest of 20% in JanaUrus PDP Sdn. Bhd., resulting in SDB holding 75% and 100% equity interest in Port Dickson Power Berhad and JanaUrus PDP Sdn. Bhd. respectively.

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

A13.
Contingent liabilities – unsecured 

	
	
	As at 

23rd November 2004
	
	As at 

30th June 2004


	Trade and performance guarantees
	
	1,761.4
	
	1,794.9


	Claims pending against subsidiary companies
	
	41.5
	
	20.6

	
	
	1,802.9
	
	1,815.5

	
	
	
	
	


Notes on the quarterly report – 30th September 2004
Amounts in RM million unless otherwise stated

B.

EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

B1. Review of results for the quarter ended 30th September 2004

	
	
	       Quarter ended

        30th September


	
	
	
2004
	
	
2003

	Profit before unusual items and interest
	
	
	
	

	- Plantation
	
	91.0
	
	82.0

	- Property
	
	59.7
	
	75.9

	- Heavy Equipment Distribution
	
	111.1
	
	45.7

	- Motor Vehicle Distribution
	
	57.8
	
	47.9

	- Energy
	
	41.0
	
	53.1

	- General Trading, Services and Others
	
	12.2
	
	20.3

	
	
	372.8
	
	324.9

	Unusual items  (Note A4)
	
	29.5
	
	51.7

	Unallocated corporate expenses
	
	(5.2)
	
	(4.5)

	Profit before interest
	
	397.1
	
	372.1

	
	
	
	
	


The Plantation Division recorded better performance as compared to the previous corresponding quarter on the back of stronger palm products prices. The selling price of crude palm oil and palm kernel averaged RM1,550 per tonne (30th September 2003 : RM1,448 per tonne) and RM1,028 per tonne (30th September 2003: RM657 per tonne) respectively. 

In the absence of gain from sales of land and building held as property, plant and equipment, the Property Division reported lower profit during the current quarter. Included in the results of the previous corresponding quarter was a RM15.1 million gain on disposal of land held as property, plant and equipment.

The Heavy Equipment Distribution Division recorded an impressive performance with higher contributions from the Division’s operations in Australia, China and Singapore. Operations in Australia through Hastings Deering continued to perform exceptionally well amidst the buoyant coal mining industry. Operations in China registered higher profit in the current quarter compared to the previous corresponding quarter with continued demand for power generator sets due to power supply shortages in most provinces. The heavy equipment operation in Singapore also improved significantly against a backdrop of buoyant marine and petroleum sectors, and the supply of heavy equipment to government infrastructure projects. 

The higher profit registered by the Motor Vehicle Distribution Division was attributed to improved results by the BMW franchise in Singapore and the maiden profit contribution from the recently acquired truck sales and servicing businesses in New Zealand. 

After adjusting for the one-off unrealised exchange gain of approximately RM6.0 million recorded in the previous corresponding quarter, the power generation businesses of the Energy Division continued to report stable profit for the quarter.  However, the oil and gas operations recorded lower profitability due to the additional costs incurred on certain projects.

The results of General Trading, Services and Others were affected by the rise in raw material prices and competitive environment, especially in the industrial products and packaging businesses. 

Notes on the quarterly report – 30th September 2004
Amounts in RM million unless otherwise stated

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

	Quarter ended

30th September 2004
	
	Preceding quarter ended

30th June 2004

	
	
	%
	
	
	
	%


	Profit before unusual items and interest
	
	
	
	
	
	
	

	- Plantation
	91.0
	
	24.4
	
	  69.2
	
	18.9

	- Property
	59.7
	
	16.0
	
	120.8
	
	33.0

	- Heavy Equipment Distribution
	111.1
	
	29.8
	
	85.2
	
	23.3

	- Motor Vehicle Distribution
	57.8
	
	15.5
	
	38.2
	
	10.5

	- Energy
	41.0
	
	11.0
	
	42.2
	
	11.5


	- General Trading, Services and Others
	12.2
	
	3.3
	
	10.1
	
	2.8


	
	372.8
	
	100.0
	
	365.7
	
	100.0

	Unusual items  (Note A4)
	29.5
	
	
	
	(7.3)
	
	

	Unallocated corporate expenses
	(5.2)
	
	
	
	(7.6)
	
	

	Profit before interest
	397.1
	
	
	
	350.8
	
	

	
	
	
	
	
	
	
	


Despite the lower average selling price of crude palm oil of approximately RM1,550 per tonne for the quarter ended 30th September 2004 (30th June 2004 : RM1,776 per tonne), the Plantation Division recorded higher profit for the quarter mainly due to higher crop production.

The Property Division reported lower profit for the quarter due to the absence of gain from sales of land and building held as property, plant and equipment. The results of the preceding quarter ended 30th June 2004 included the gain on disposal of properties held as property, plant and equipment amounting to RM47.0 million (30th September 2004 : Nil). 

Increased demand from the robust mining sector of Hastings Deering’s Australian operations for the quarter contributed to the higher profit generated by the Heavy Equipment Distribution Division.

The Motor Vehicle Distribution Division reported higher profit due mainly to the profit contribution from the recently acquired truck sales and servicing businesses in New Zealand.  Sales in the PRC slowed down as demand softened in response to measures initiated by the Chinese Government to cool down the overheated economy. 

The Energy Division reported lower profit mainly due to the additional costs incurred on certain projects undertaken by the oil and gas operations.

The General Trading, Services and Others Division continues to operate under challenging environment amidst escalating raw material prices and stiff competition.  The travel business contributed to the higher profit with renewed interest in worldwide tourism.  

B3. Current year prospects

Barring unforeseen circumstances that may adversely affect the Malaysian economy and global economic conditions, the Board expects that the results of the Group 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.

Notes on the quarterly report – 30th September 2004
Amounts in RM million unless otherwise stated
B5. Taxation

	
	
	           Quarter ended

           30th September


	
	
	
2004
	
	2003

	
	
	
	
	

	In respect of the current period:
	
	
	
	

	- Income tax
	
	110.0
	
	82.1

	- Deferred tax
	
	(6.9)
	
	0.7

	
	
	103.1
	
	82.8

	In respect of prior years:
	
	
	
	

	- Income tax
	
	-
	
	(0.6)

	
	
	103.1
	
	82.2

	Share of taxation of associated companies
	
	2.6
	
	1.3

	
	
	105.7
	
	83.5


The effective tax rate for the current quarter of 27% was lower than the statutory tax rate of 28% mainly due to the effect of lower rates of income tax applicable to certain overseas subsidiary companies.
B6. Profit/(losses) on sale of unquoted investments and properties


There was no profit on sale of unquoted investments during the quarter ended 30th September 2004. 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 30th September

	
	
	
	
	2004

	
	
	
	
	

	- Total purchases
	
	
	
	-

	- Total disposals
	
	
	
	328.1

	- Total gain on disposal

	
	
	
	34.8


	Balances:
	
	As at 30th September

	
	
	
	
	2004

	
	
	
	
	

	- Cost
	
	
	
	438.0

	- Carrying value
	
	
	
	432.6

	- Market value
	
	
	
	566.7


The market values of these investments as at 30th September 2004 approximated their fair values.

Notes on the quarterly report – 30th September 2004
Amounts in RM million unless otherwise stated

B8. Status of corporate proposals

1. 
On 2nd April 2004, AmMerchant Bank Berhad, on behalf of Sime Darby Berhad (‘SDB’), announced that SDB’s wholly-owned subsidiary, Space Tracks Sdn Bhd (“STSB”), proposes to acquire from Berjaya Group Berhad (“BGroup”) and several others to be procured by BGroup, the following securities:

i.
92,208,000 ordinary shares, representing 51% equity interest in Hyundai-Berjaya Corporation Berhad (“HBCorp”), and 34,578,000 warrants, comprising 51% of the total warrants issued by HBCorp for an aggregate cash consideration of RM488,702,400 or RM4.10 per share and RM3.20 per warrant;

ii.
3,060,000 ordinary shares, representing 51% equity interest in Hyumal Motors Sdn Bhd for a cash consideration of RM76,500,000 or RM25.00 per share;

iii.
51,000,000 ordinary shares, representing 51% equity interest in Inokom Corporation Sdn Bhd for a cash consideration of RM76,500,000 or RM1.50 per share;


(“collectively referred to as “the Acquisition”).  The Acquisition is subject to, inter alia, the following:

a.
the execution of separate sale and purchase agreements based on terms to be mutually agreed upon between the parties; and

b.
the approval of the relevant regulatory authorities.



On 17th June 2004, SDB made a revised offer to BGroup which had been accepted by BGroup on 18th June 2004 to acquire the securities specified in item (i) above for an aggregate cash consideration of RM421,851,600 or RM3.60 per share and RM2.60 per warrant.  The prices for the securities specified in items (ii) and (iii) above remain unchanged.  Separate conditional sale and purchase agreements were executed between the parties.


On 7th October 2004, STSB agreed to waive the fulfillment of the condition precedent of obtaining approval of the Securities Commission to exempt STSB from making a mandatory offer to acquire the remaining shares in Hyumal.  STSB will undertake a mandatory take-over offer to acquire the remaining shares in Hyumal upon completion of the Acquisition, in accordance with the Malaysian Code on Take-Over and Mergers, 1998.


The Ministry of International Trade and Industry and the Equity Compliance Unit of the Securities Commission had via their letters dated 24th August 2004, and 8th and 13th October 2004 respectively approved the Acquisition.  They had also approved the proposed take-over offers to acquire the remaining shares and warrants in HBCorp and the remaining shares in Hyumal.


The parties had on 30th October 2004 agreed to extend the completion date for the Acquisition to 31st December 2004, as certain conditions precedent have not been fulfilled.

2.


 On 19th October 2004, SDB announced that its wholly-owned subsidiary, Pesida Equipment Sdn Bhd (“Pesida”) had entered into a Share Purchase Agreement with SembCorp Utilities Pte Ltd (“SCU”) for the acquisition of 12 million ordinary shares of RM1.00 each, representing 30% of the issued share capital of Sime SembCorp Engineering Sdn Bhd (“SSE”), from SCU for a total cash consideration of RM65 million.  The acquisition is conditional upon the approvals of the Foreign Investment Committee and the Ministry of International Trade and Industry. To-date, none of the approvals have been obtained.
B9. Status of utilisation of proceeds raised from any corporate proposal

As at 23rd November 2004, the proceeds of the Al Murabahah Medium Term Notes had been utilised to fund capital expenditure and investments of the Group. 

Notes on the quarterly report – 30th September 2004
Amounts in RM million unless otherwise stated

B10. Group borrowings

	
	
	As at

30th September


	
	
	
	
	2004

	
	
	
	
	

	Loans and financing - Non-current
	
	
	
	

	Term loans (secured)
	
	
	
	12.7

	Term loans (unsecured)
	
	
	
	1,184.2

	Al Murabahah Medium Term Notes (unsecured)
	
	
	
	500.0

	
	
	
	
	1,696.9

	
	
	
	
	

	
Short term borrowings - Current
	
	
	
	

	Bank overdrafts
	
	
	
	

	  - secured
	
	
	
	0.1

	
  - unsecured
	
	
	
	73.9

	Portion of term loans due within one year
	
	
	
	

	  - secured
	
	
	
	23.2

	  - unsecured
	
	
	
	13.6

	Other unsecured short term borrowings
	
	
	
	813.1

	
	
	
	
	923.9

	
	
	
	
	


The Group borrowings analysed by currency are as follows:
	
	Loans and financing
	Short term borrowings

	

	
	
	
	

	Ringgit Malaysia
	
	523.8
	
	544.1

	Australian dollar
	
	217.6
	
	58.5

	Hong Kong dollar
	
	-
	
	200.4

	Thai bath
	
	66.7
	
	-

	Chinese renminbi
	
	-
	
	68.7

	New Zealand dollar
	
	12.7
	
	23.3

	Pound sterling
	
	-
	
	17.5

	US dollar
	
	876.1
	
	11.4

	
	
	1,696.9
	
	923.9


The secured bank overdrafts and term loans are secured by a charge on the property, plant and equipment of a subsidiary company with net book value of RM46.8 million at the balance sheet date.

The average effective interest rates applicable to short term borrowings and term loans outstanding at 30th September 2003 were 3.8% and 3.5% 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.

Notes on the quarterly report – 30th September 2004
Amounts in RM million unless otherwise stated

B11. Off balance sheet financial instruments

Forward foreign exchange contracts

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

As at 23rd November 2004, the notional amounts of forward foreign exchange contracts that were entered into as hedges for purchases and sales were RM1,100.3 million and RM400.9 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

Interest rate swap contracts were entered into by subsidiary companies which entitled them to receive interest at floating rates on notional principal amounts and obliged them to pay interest at fixed rates on the same amounts.  The differences between fixed rate and floating rate interest amounts calculated by reference to the agreed notional principal amounts were exchanged at periodic intervals.  Included in one of the swap contracts was a contract with interest rate cap and floor terms.

The remaining terms and notional principal amounts of the outstanding interest rate swap contracts of the Group at the balance sheet date, which are denominated in Ringgit Malaysia and Australian dollars were as follows:

Later than 1 year and not later than 5 years
RM1,117.6 million

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.

The Group’s accounting policies on off balance sheet financial instruments are set out in Note 35 on page 83 of the annual financial statements for the year ended 30th June 2004.

B12. 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 it acquired 60.35% of the equity of Sime Bank.  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.

Sime Darby filed notices of appeal against the decision of the High Court on 24th April 2003. Meanwhile, two other former shareholders of Sime Bank have filed actions of a similar nature against Sime Darby.

B13. Dividend

At the Annual General Meeting held on 4th November 2004, the shareholders of Sime Darby Berhad approved a final dividend of 16.0 sen gross per share less Malaysian tax at 28% and 5.0 sen per share tax exempt for the financial year ended 30th June 2004. The dividend will be paid on 17th December 2004. The final dividend declared for the previous year was 16.0 sen gross per share less Malaysian tax at 28% and 4.0 sen per share, tax exempt.  No dividend has been declared for the quarter under review.  

Notes on the quarterly report – 30th September 2004
Amounts in RM million unless otherwise stated

B14. Earnings per share

	
	
	     Quarter ended

     30th September


	
	
	2004
	
	  2003

	
	
	
	
	

	Basic earnings per share
	
	
	
	

	
	
	
	
	

	Net profit for the quarter (RM million)
	
	261.8
	
	252.5

	
	
	
	
	

	Weighted average number of ordinary shares in issue (million)
	
	2,357.3
	
	2,326.2

	
	
	
	
	

	Basic earnings per share (sen)
	
	11.1
	
	10.9

	
	
	
	
	

	
	
	
	
	

	Diluted earnings per share
	
	
	
	

	
	
	
	
	

	Net profit for the quarter (RM million)
	
	261.8
	
	252.5

	
	
	
	
	

	Weighted average number of ordinary shares in issue (million)
	
	2,357.3
	
	2,326.2

	
	
	
	
	

	Adjustment for share options (million)
	
	11.0
	
	2.7

	
	
	
	
	

	Weighted average number of ordinary shares for diluted earnings per share (million)
	
	2,368.3
	
	2,328.9

	
	
	
	
	

	Diluted earnings per share (sen)6
	
	11.0
	
	10.8

	
	
	
	
	



By Order of the Board

Kuala Lumpur
YEOH POH YEW, NANCY

30th November 2004
Group Secretary
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