SIME DARBY BERHAD (formerly known as Synergy Drive Bhd)


(Company No: 752404-U)




Unaudited Condensed Consolidated Balance Sheet




As at
As at




31st March 2008
30th June 2007
Amounts in RM million
Note

ASSETS

Non-current assets
Property, plant and equipment 

8,113.6
7,670.9
Investment properties
216.9
159.1
Biological assets
3,169.9
3,318.9
Land held for property development
690.2
652.1
Interests in jointly controlled entities
2.7
7.7
Investment in associates 
924.1
890.4
Investments
276.0
389.2
Goodwill on consolidation
7.1
3.9
Intangible assets 
60.9
67.9
Prepaid lease rentals
1,482.2
1,490.8
Deferred tax assets 
680.5
718.7
Trade and other receivables
287.2
106.1
Long term fixed deposit
 –
18.8 

15,911.3
15,494.5
Current assets

Inventories

4,504.0
4,519.8
Property development costs

1,375.1
1,165.3
Trade and other receivables

6,146.4
4,898.9
Prepayments

281.0
137.1
Tax recoverable

136.9
148.0
Cash held under housing development accounts
414.7
425.9

Bank balances, deposits and cash
5,205.9
5,647.2

18,064.0
16,942.2
Assets held for sale (note 1)

 –
785.5
Total assets
33,975.3
33,222.2

EQUITY AND LIABILITIES

Share capital

3,004.7
2,722.7
Reserves 

17,079.5
14,290.1
Total equity attributable to ordinary equity holders 
   of the Company

20,084.2
17,012.8
Minority interests 

474.9
2,199.8
Total equity

20,559.1
19,212.6

Non-current liabilities

Loans and financing
B10

3,812.2

3,706.8
Provisions


18.4

23.6
Deferred income

142.4

147.1
Retirement benefits

88.3

91.6
Deferred tax liabilities

855.1

921.6


4,916.4

4,890.7






Current liabilities




Trade and other payables 

6,485.8
5,946.9
Provisions 
217.8
163.4
Short term borrowings 
B10
1,002.3
2,399.3
Deferred income


 –
1.6
Current tax
571.6
330.3
Dividend payable

222.3
98.7

8,499.8
8,940.2
Unaudited Condensed Consolidated Balance Sheet (continued)




As at
As at




31st March 2008
30th June 2007
Amounts in RM million
Note

Liabilities directly associated with assets held for sale (note 2)
 –
178.7
Total liabilities
13,416.2
14,009.6
Total equity and liabilities
33,975.3
33,222.2

 
  Sen
  Sen
NET ASSETS PER SHARE ATTRIBUTABLE TO ORDINARY 

   EQUITY HOLDERS OF THE COMPANY
334

     312

Notes:

1. 
Assets held for sale

Disposal group held for sale:


   Concession asset


 –
582.9


   Investment in associates


 –
4.7

   Other non-current assets


 –
25.0

   Current assets
 –
170.7


 –
783.3

Other non-current assets held for sale:


   Investment properties
 –
2.0

   Land held for property development
 –
0.2



 –
785.5

2.
Liabilities directly associated with assets held for sale


Disposal group held for sale:

   Non-current liabilities
 –
2.7

   Current liabilities
 –
176.0


 –
178.7

The unaudited Condensed Consolidated Balance Sheet should be read in conjunction with the accompanying explanatory notes.

Unaudited Condensed Consolidated Statement of Changes in Equity for the three quarters ended 31st March 2008





Total equity 








attributable 


                                Non-distributable 

Distributable
to ordinary

Ordinary   
Preference   
     Share
Share option
Revaluation
    Capital
Exchange
Retained
equity holders
Minority
Total

Amounts in RM million                
 shares
shares
 premium
reserves 
     reserves
 reserves
  reserves
profits
of the Company
interests
equity

At 1st July 2007
2,720.1
2.6
 –
5.3
72.2
5,105.5
839.7
8,267.4
17,012.8
2,199.8
19,212.6

Currency translation differences
 –
 –
 –
 –
 –
 –
(423.9)
 –
(423.9)
(21.0)
(444.9)
Transfer between reserves
 –
 –
 –
(12.9)
 –
12.9
–
 –
–
 –
 –


Net gains/(losses) not recognised
  in income statement
 –
 –
 –
(12.9)
 –
12.9
(423.9)
 –
(423.9)
(21.0)
(444.9) 
Profit for the period
 –
 –
 –
 –
 –
 –
 –
2,490.8
2,490.8
163.8
2,654.6
Total recognised income and 

   expenses for the period 
 –
 –
 –
(12.9)
 –
12.9
(423.9)
2,490.8
2,066.9
142.8
2,209.7
Acquisition of the remaining equity

   interest in the Merged Entities
251.0
 –
 –
 –
 –
1,358.8
 –
 –
1,609.8
(1,669.3)
(59.5)
Acquisition of additional interest 

  from minority shareholders
 5.7
 –
99.5
 –
 –
(31.3)
 –
 –
73.9
(121.7)
(47.8)
Disposal of subsidiaries
–
 –
 –
 –
 –
 –
 –
 –
 –
(10.8)
(10.8) 
Conversion of redeemable

  convertible preference shares
25.0
(2.6)
1.1
 –
 –
 –
 –
 –
23.5
 –
23.5
Share options exercised
2.9
 –
 –
 –
 –
22.3
 –
 –
25.2
            – 
25.2
Issue of shares
–
 –
 –
 –
 –
 –
 –
 –
 –
     1.6
1.6
Share options granted
–
 –
 –
7.6
 –
 –
 –
 –
7.6
 –
7.6
Dividends paid
–
 –
 –
 –
 –
 –
 –
(513.2)
(513.2)
(67.5)
(580.7)
Dividends payable
–
 –
 –
 –
 –
 –
 –
(222.3)
(222.3)
 –
(222.3)

At 31st March 2008 
3,004.7
 –
100.6
 –
72.2
6,468.2
415.8
10,022.7
20,084.2
474.9
20,559.1

Unaudited Condensed Consolidated Statement of Changes in Equity for the three quarters ended 31st March 2008 (continued)






Total equity 








attributable 



                               Non-distributable 

Distributable
to ordinary


Ordinary   
Preference   
     Share
Share option
Revaluation
    Capital
Exchange
Retained
equity holders 
Minority
  Total 
Amounts in RM million                
 shares
shares
 premium
reserves 
     reserves
 reserves
  reserves
profits
of the Company
interests
equity

At 1st July 2006
2,634.8
–
 –
0.4
72.2
4,493.6
726.0
7,130.2
15,057.2
2,208.6
17,265.8

Currency translation differences
 –
 –
 –
 –
 –
 –
(24.8)
 –
(24.8)
(15.7)
(40.5)
Transfer between reserves
 –
 –
 –
(2.4)
 –
(6.0)
 –
8.4
 –
 –
 –
Effect of dilution of interest in

   an associate
 –
 –
 –
 –
 –
2.2
 –
(0.5)
1.7
 –
1.7

Net gains/(losses) not recognised 

   in income statement
 –
 –
 –
(2.4)
 –
(3.8)
(24.8)
7.9
(23.1)
(15.7)
(38.8)
Profit for the period
 –
 –
 –
 –
 –
 –
 –
1,749.3
1,749.3
180.5
1,929.8
Total recognised income and 

   expenses for the period
 –
 –
 –
(2.4)
 –
(3.8)
(24.8)
1,757.2
1,726.2
164.8
1,891.0
Acquisition of additional interest

   from minority shareholders
 –
 –
 –
 –
 –
 –
 –
(82.9)
(82.9)
(19.4)
(102.3) 
Liquidation of subsidiary
–
 –
 –
 –
 –
 –
 –
 – 
– 
(9.8)
(9.8)
Share options exercised
66.9
 –
 –
 –
 –
 438.7
 –
 –
505.6
 –
505.6
Issue of shares
 –
2.6
 –
 –
 –
 –
 –
 –
2.6
9.1
11.7 
Share options granted 
 –
 –
 –
7.2 
 –
 –
 –
 –
7.2
 –
7.2
Dividends paid
 –
 –
 –
 –
 –
 –
 –
(801.3)
(801.3)
(103.3)
(904.6)
Dividend payable
 –
 –
 –
 –
 –
 –
 –
(177.8)
(177.8)
 –
(177.8)

At 31st March 2007
2,701.7
2.6
 –
5.2
72.2
4,928.5
701.2
7,825.4
16,236.8
2,250.0
18,486.8

The unaudited Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the accompanying explanatory notes.

Unaudited Condensed Consolidated Cash Flow Statement for the three quarters ended 31st March 2008

Three quarters ended 31st March
Amounts in RM million

  2008
     2007
Profit after taxation
2,654.6

1,929.8
Adjustments for:
Unusual items (Note A3) 
(26.6)

(490.5)
Share of results of jointly controlled entities

  and associates
(60.2)


(80.5)
Investment income
(24.8)


(22.7)
Interest income
(161.9)


(122.2)
Finance costs
216.6


239.1
Depreciation and amortisation
563.5


549.2
Amortisation of prepaid lease rentals
19.5


16.8
Taxation
1,098.1


554.9
Others
(19.0)


1.0


4,259.8

2,574.9
(Increase)/decrease in working capital

Inventories
(32.5)

(87.6)
Property development costs
(174.5)

(47.9)
Trade and other receivables
(1,730.8)

(826.3)
Bank balances under Housing Development Accounts
11.2

7.6
Trade and other payables and provisions
388.3

697.0


2,721.5


2,317.7
Cash generated from operations

Taxation paid
(844.3)


(637.3)
Dividends from associates
24.0

18.0


Net cash inflow from operating activities
1,901.2


1,698.4
Investing activities

Investment income received
21.6


 22.0
Interest income received
159.1


 130.6
Purchase of investments
(0.1)

(19.6)
Purchase of subsidiaries, associates and a jointly controlled 

   entity
(13.6)

(24.1)
Purchase of additional interest in existing subsidiaries 
(107.3) 

(102.3)
Subscription of shares in jointly controlled entities
 –

(2.0)
Purchase of intangible assets
 –

(5.0)
Purchase of property, plant and equipment
(1,228.2)

(904.1)
Purchase of prepaid lease rentals
(13.9)

(2.2)
Purchase of/costs incurred on land held for property
  development
(19.5)

(69.3)
Costs incurred on biological assets
(45.9)

(58.4)
Cost incurred on construction of concession assets
–

(8.7)
Proceeds from sale of investments
150.5

54.2
Proceeds from sale of subsidiaries and associates
480.6

717.0
Proceeds from sale of property, plant and equipment
145.5

310.9
Proceeds from sale of prepaid lease rentals
 –

3.8
Proceeds from sale of investments property
 –

35.0
Proceeds from sale of biological assets
0.6

 –
Proceeds from sale of land held for property development
13.0

 –

Net cash (outflow)/inflow from investing activities

(457.6)

77.8
Unaudited Condensed Consolidated Cash Flow Statement for the three quarters ended 31st March 2008 (continued)  

      Three quarters ended 31st March 

2008

     2007
Amounts in RM million
Financing activities

Proceeds from issuance of shares
 –

25.0
Proceeds from shares issued under subsidiaries’ employees’
  share option schemes 
25.2

505.6
Proceeds from shares issued to minority shareholders 

  of subsidiaries
1.6


9.1
Finance costs paid
(196.3)

(235.2)
Net borrowings repaid
(1,092.6)

(291.9)
Dividends paid





(580.7)

(904.6)

Net cash outflow from financing activities
(1,842.8)


(892.0)

(Decrease)/Increase in cash and cash equivalents
(399.2)


884.2
Cash and cash equivalents at beginning of the period
5,625.2


3,903.9
Foreign exchange differences
(45.2)


(60.0)

Cash and cash equivalents at end of the period
5,180.8

4,728.1

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

   Bank balances, deposits and cash
5,205.9

4,747.5
   Bank overdrafts (Note B10)

(25.1)

(19.4)


5,180.8

4,728.1

The unaudited Condensed Consolidated Cash Flow Statement should be read in conjunction with the accompanying explanatory notes.

Notes on the quarterly report – 31st March 2008
Amounts in RM million unless otherwise stated

EXPLANATORY NOTES
This interim financial report is prepared in accordance with paragraph 9.22 of Bursa Malaysia Securities Berhad’s Listing Requirements and complies with the Financial Reporting Standards (“FRS”) No. 134 – Interim Financial Reporting. It should be read in conjunction with the basis of preparation in Note A1 below.

A. EXPLANATORY NOTES PURSUANT TO FRS 134

A1.
Basis of preparation

1. During the current financial year, the Company acquired the entire businesses and undertakings, including all assets and liabilities of Golden Hope Plantations Berhad, Kumpulan Guthrie Berhad, Kumpulan Sime Darby Berhad (formerly known as Sime Darby Berhad) (“KSDB”), Sime UEP Properties Berhad, Sime Engineering Services Berhad, Guthrie Ropel Berhad, Highlands and Lowlands Berhad and Mentakab Rubber Company (Malaya) Berhad (collectively referred to as the “Merged Entities”). 

The Merged Entities are under common control and are consolidated using the predecessor method of merger accounting. Although the merger took place on 1st October 2007 (the date when all relevant approvals were obtained on the merger), under the predecessor method of merger accounting, the results of the Merged Entities are presented as if the merger had been effected since the date when common control was determined. Accordingly, the pre-merger results and comparatives in this interim financial report have been presented as if the merger has been effected from the earliest date presented.

Purchase consideration is eliminated against the carrying amounts of the Merged Entities from the controlling shareholders’ perspective, and the differences are taken to Capital Reserve. Expenditure incurred in connection with the merger is recognised as an expense in the income statement.

2. The Group adopted the accounting policies and presentation of KSDB as presented in KSDB’s latest audited financial statements for the year ended 30th June 2007. If a member of the Group uses accounting policies other than those adopted for like transactions and events in similar circumstances, appropriate adjustments are made to its financial statements in preparing this interim financial report.

3.
The following are revised FRS, Amendments to FRS and IC Interpretations adopted with effect from 1st July 2007.

· Amendments to  
Employee Benefits – Actuarial Gains and Losses, Group Plans and Disclosures 


   FRS 119
   (in relation to option of an alternative recognition approach for actuarial gains and  

                                  
   losses)

· FRS 107      
Cash Flow Statements

· FRS 111               
Construction Contracts

· FRS 112               
Income Taxes

· FRS 118               
Revenue

· FRS 120
Accounting for Government Grants and Disclosure of Government Assistance

· FRS 134               
Interim Financial Reporting


· FRS 137               
Provisions, Contingent Liabilities and Contingent Assets

· IC Interpretation 1
Changes in Existing Decommissioning, Restoration and Similar Liabilities

· IC Interpretation 8 
Scope of FRS 2 Share-based Payment
The main changes introduced by FRS 112 are:

a) the removal of explanation with regards to deferred tax arising from revaluation of non-depreciable property and temporary differences from the re-investment and other allowances; and 
b) the requirement to recognise deferred tax on temporary differences between the carrying amount of investments in subsidiaries, associates and jointly controlled entities and the tax base. Such differences include undistributed profits and changes in foreign exchange rates. 

The adoption of the above revised FRS, Amendments to FRS and IC Interpretations have no significant impact to the financial results.

Notes on the quarterly report – 31st March 2008
Amounts in RM million unless otherwise stated

A2. 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.

A3. Unusual items
                                                                                                Quarter ended                Three quarters ended

                         31st March
     31st March


  2008
 2007
 2008
          2007
Operating profit includes the following:

Gain on disposal of subsidiaries, associates

  and investments (Note A10.2)
1.8
3.2
77.7
409.5
Gain on disposal of properties (Note B7)
1.5
5.0
2.4
83.6
Gain on disposal of prepaid lease rentals (Note B7)
 –
 –
 –
3.6
Loss on disposal of investment properties
 –
(0.9)
 –
(0.9)
Reversal of impairment of investments
 –
2.4
 –
5.9
Impairment of property, plant and equipment
(2.1)
(2.7)
(9.2)
(8.1)
Impairment of biological assets
 –
 –
 –
(4.9)
Impairment of prepaid lease rentals
(2.0)
 –
(2.0)
(0.4)
Impairment of intangibles 
(2.6)
 –
(2.6)
 –
Impairment of other investments 
 –
(0.7)
(10.0)
(0.7)
Provision for reorganisation expenses
(0.4)
–
(32.3)
–
Others
3.9
(0.6)
2.6
2.9


0.1
5.7
26.6
490.5

A4. Changes in estimates

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

Notes on the quarterly report – 31st March 2008
Amounts in RM million unless otherwise stated

A5. Debt and equity securities

During the three quarters ended 31st March 2008, the following new ordinary shares of RM0.50 each were issued:








 
    Number of ordinary shares









         
              of RM0.50 each

Issuance on conversion of Series B Redeemable Convertible Preference Shares                         50,000,000

Issuance as part consideration for the acquisition of the Merged Entities:
-  equity interest in Golden Hope Plantations Berhad, Kumpulan Guthrie Berhad

   and Kumpulan Sime Darby Berhad (formerly known as Sime Darby Berhad)                         5,446,025,287
-  remaining equity interest in Sime UEP Properties Berhad, Sime Engineering 
   Services Berhad, Guthrie Ropel Berhad, Highlands and Lowlands Berhad 
   and Mentakab Rubber Company (Malaya) Berhad                                                                    501,962,661
Issuance as consideration for the acquisition of additional interest in 

    Negara Properties (M) Berhad pursuant to: 
· a Mandatory General Offer                                                                                                           11,221,797
· a Compulsory Acquisition                                                                                                                  253,886

                                                                                                                                                    6,009,463,631

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

A6. Dividends paid

The interim gross dividend of 5.0 sen per share (less Malaysian tax at 26%) amounting to RM 222.3 million for the financial year ending 30th June 2008, which was declared on 27th February 2008, was paid on 16th May 2008.

A7. Segmental reporting

	Primary reporting format 

– business segments
	      Three quarters ended
          31st March 2008
	             Three quarters ended
                 31st March 2007 

	
	Revenue
	
	          Profit 

         before

      taxation
	
	 Revenue
	
	       Profit

      before              

    taxation

	
	
	
	
	
	
	
	

	Plantation
	9,439.9
	
	2,808.7
	
	5,638.6
	
	1,209.9

	Property
	876.0
	
	243.8
	
	1,211.4
	
	314.2

	Industrial
	5,432.5
	
	491.3
	
	5,168.3
	
	491.6

	Motors 
	5,991.0
	
	137.0
	
	5,074.8
	
	21.4

	Energy and Utilities
	2,301.1
	
	145.9
	
	1,512.8
	
	615.0

	General Trading, Services and Others
	882.5
	
	106.5
	
	1,787.8
	
	24.1

	
	24,923.0
	
	3,933.2
	
	20,393.7
	
	2,676.2

	Unallocated corporate expenses and income
	
	
	(150.6)
	
	
	
	(97.3)

	Investment and interest income
	
	
	186.7
	
	
	
	144.9

	Finance costs
	
	
	(216.6)
	
	
	
	(239.1)

	
	
	
	3,752.7
	
	
	
	2,484.7


Notes on the quarterly report – 31st March 2008
Amounts in RM million unless otherwise stated

A8.     Capital commitments


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



  As at 
   As at



     31st March 2008
30th June 2007

Property, plant and equipment




– Contracted

780.1                          603.2

– Not contracted

1,293.2                       1,691.3



2,073.3                       2,294.5

A9.
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 21st May 2008.
A10.
Effect of significant changes in the composition of the Group during the period, including business combinations, acquisitions or disposals of subsidiaries, associates and long-term investments, restructurings and discontinued operations

1. Merger exercise

The Group was formed through the acquisition by the Company of the entire businesses and undertakings, including the assets and liabilities, carried on by each of the following companies:

Golden Hope Plantations Berhad
Kumpulan Guthrie Berhad 
Kumpulan Sime Darby Berhad (formerly known as Sime Darby Berhad)

Sime UEP Properties Berhad

Sime Engineering Services Berhad

Guthrie Ropel Berhad

Highlands and Lowlands Berhad

Mentakab Rubber Company (Malaya) Berhad

The considerations were satisfied by payment of RM401.0 million cash and the issuance of 5,947,987,948 new Sime Darby Berhad (formerly known as Synergy Drive Bhd) ordinary shares of RM0.50 each. 
The results before and after 1st October 2007, the date of merger, were as follows:

Three quarters ended 31st March 2008

Pre-merger
Post-merger
Total

Results
Revenue
8,180.6
16,742.4
24,923.0

Profit for the period attributable to ordinary equity

  holders of the Company
601.3
1,889.5
2,490.8

Earnings per share-basic (sen)

11.04
31.54
42.58

Notes on the quarterly report – 31st March 2008
Amounts in RM million unless otherwise stated

A10.
Effect of significant changes in the composition of the Group during the period, including business combinations, acquisitions or disposals of subsidiaries, associates and long-term investments, restructurings and discontinued operations (continued)
2. The effect of disposals on the results was as follows:

                                                                                               Quarter ended              Three quarters ended


                        31st March
      31st March
 

 2008
 2007             2008
        2007
Gains/(losses) on disposal of:

 Unquoted

  - subsidiaries (Note B7)
1.8
1.6
28.6
(18.5)
  - associate (Note B7)
 –
 –
(1.4)
 –
  - other investment (Note B7)
 –
 –
50.0
 –
 Quoted

  - associate
 –
 –
 –
424.0
  - other investments (Note B8)
 –
1.6
0.5
4.0



1.8

3.2
77.7
409.5

Subsidiaries and associate disposed include:

a) On 23rd July 2007, Kumpulan Guthrie Berhad completed the disposal of its entire equity interest in Guthrie Corridor Expressway Sdn. Bhd. (“GCESB”). The disposal price and the amount owing by GCESB were satisfied by cash payment of RM436.0 million and issuance of RM500.0 million nominal value of Redeemable Loan Stock by GCESB.
b) On 23rd October 2007, Sime Travel Holdings Limited completed the disposal of its entire equity interest in Westminster Travel Limited to Wealthy Aim Investments Limited for HK$160.0 million.
c) On 16th November 2007, Golden Hope International Investments disposed its 25% equity interest in Savola Morocco S.A. to AFIA International Company for USD2.7 million. 
d) On 30th November 2007, Sime Darby Singapore Limited completed the disposal of its 66.6% equity interest in Sime Rengo Packaging Singapore Limited to Thai Containers Group Company Limited.
e) On 18th January 2008, Kumpulan Guthrie Berhad completed the disposal of its entire equity interest in Guthrie Technologies Sdn. Berhad to Dibena Enterprise Sdn. Bhd.
Net cash inflow arising from the disposal of subsidiaries and associates are analysed as follows:

   Three quarters ended

  31st March 2008
Non-current assets

611.2
Non-current liabilities

(2.8)
Net current assets

63.3

Net assets disposed

671.7
Gain on disposal of subsidiaries

28.6

Proceeds from disposal of subsidiaries

700.3
Less : Fair value of debts instruments received as consideration

(166.0)
Less : Cash and cash equivalents in subsidiaries disposed

(63.0)
Net cash inflow on disposal of subsidiaries

471.3
Proceeds from disposal of associate

9.3

Net cash inflow on disposal

480.6


Notes on the quarterly report – 31st March 2008
Amounts in RM million unless otherwise stated
A10.
Effect of significant changes in the composition of the Group during the period, including business combinations, acquisitions or disposals of subsidiaries, associates and long-term investments, restructurings and discontinued operations (continued)
3. The profit for the period relating to subsidiaries acquired during the three quarters ended 31st March 2008 included in the consolidated income statement amounted to RM1.8 million. 
Subsidiaries acquired include:

a) On 9th July 2007, Sime Consulting Sdn. Bhd. (“SCSB”) acquired 2 ordinary shares of RM1.00 each representing the entire equity interest in Eminent Platform Sdn. Bhd. and Sincere Outlook Sdn. Bhd. respectively, for cash at par. These companies are intended to undertake future projects of the Group.

b) On 9th August 2007, SCSB acquired 2 ordinary shares of RM1.00 each representing the entire equity interest in Sime Darby Foods Marketing Sdn. Bhd. (formerly known as Modern Corner Sdn. Bhd.) (“SDFM”) for cash at par. SDFM’s intended principal activity is the marketing of food and agri-business products. 

c) On 28th September 2007, Sime Darby Engineering Sdn. Bhd. (“SDE”) acquired 2 ordinary shares of RM1.00 each representing the entire equity interest in Formula Ocean Sdn. Bhd. The name of Formula Ocean Sdn. Bhd. was changed to Sime Darby T & I Sdn. Bhd. (“SDT&I”) on 2nd October 2007. Further to an issuance of new shares by SDT&I to SDE and two other parties on 21st December 2007, SDE’s shareholding in SDT&I was reduced to 51%. SDT&I’s intended principal activity is the provision of offshore transportation and installation services to domestic and international customers.

d) On 14th November 2007, B.M.W. Concessionaires (H.K.) Limited acquired the entire registered capital in Shantou Bow Yue Vehicle Trading Company Limited for RMB10 million. Its principal activities are sales of BMW and Brilliance Automotive branded vehicles and related spare parts, sales of motorcycles and its related spare parts, electric equipment and machinery.
e) On 7th January 2008, The China Engineers Limited acquired 1,000,000 shares of HK$1.00 each representing the entire equity interest in Elco Power Systems Ltd (“Elco”) for HK$43.0 million. Elco is principally involved in the distribution of Perkins brand engine products.
f) On 5th February 2008, Sime Darby Energy Sdn. Bhd. (formerly known as Sime Darby Oil & Gas Sdn. Bhd.) acquired 2 ordinary shares of RM1.00 each in Sime Darby Power Link Sdn. Bhd.
Assets and liabilities acquired and the net cash outflow arising from the acquisition of subsidiaries are analysed as follows :










Book Value/










Fair Value

Non-current assets
0.2

Net current assets
19.6

Net assets acquired
19.8
Goodwill retained in balance sheet
3.2

Purchase consideration including direct costs relating to the acquisition                                  23.0
                                                  
                  Less : cash and cash equivalents in subsidiaries acquired  
(11.3)


Net cash outflow on acquisition
11.7
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A10.
Effect of significant changes in the composition of the Group during the period, including business combinations, acquisitions or disposals of subsidiaries, associates and long-term investments, restructurings and discontinued operations (continued)

4. The minority interests acquired and the cash outflow arising from the acquisition of additional interest in subsidiaries are analysed as follows: 


 
Three quarters ended

31st March 2008
Minority interests acquired
121.7
Premium paid
31.3


Purchase consideration including direct costs relating to the acquisition
153.0
Shares issued as consideration
 (105.2)

Net cash outflow
47.8

Minority interests acquired include:

a) On 9th July 2007, Sime Travel Holdings Limited acquired the remaining 30% equity interest in Westminster Travel Limited (“WTL”) for HK$86.9 million pursuant to the exercise of a put option by the minority shareholder of WTL.
b) On 16th November 2007, Golden Hope International Investments acquired 40% equity interest in Golden Hope Investments (Asia Pacific) for USD2.7 million.

c) On 3rd December 2007, the Company acquired 36.5% equity interest in Negara Properties (M) Berhad pursuant to a Mandatory General Offer. The consideration was satisfied by issuance of 11,221,797 new Sime Darby Berhad (formerly known as Synergy Drive Bhd) ordinary shares of RM0.50 each.

d) On 30th January 2008, the Company acquired the remaining 0.9% equity interest in Negara Properties (Malaysia) Berhad not held by the Group pursuant to a Compulsory Acquisition. The consideration was satisfied by payment of RM0.2 million cash and the issuance of 253,886 new Sime Darby Berhad (formerly known as Synergy Drive Bhd) ordinary shares of RM0.50 each.
5. Subsidiaries and associates incorporated include:

a) On 12th July 2007, Chengdu Bow Yue Company Limited (“CBYU”) was incorporated as a wholly owned subsidiary of BMW Concessionaires (HK) Limited. The principal activities of CBYU will be the provision of indoor vehicles after-sales services.
b) On 3rd August 2007, Shenzhen Xin Chuang Motor Trading Company Limited (“SXCM”) was incorporated as a wholly owned subsidiary of Sime Darby Motor Group (HK) Limited. The principal activities of SXCM will be retail of motor vehicles and related spare parts, retail of motorcycles and parts, and the provision of vehicles consultancy services.

c) On 29th August 2007, SD Properties Holdings (HK) Limited (formerly known as Sime Darby Brunsfield Holdings Limited) subscribed for and was allotted one share of USD1.00, representing 50% of equity interest of Sime Darby Brunsfield International Limited (formerly known as Homme Properties Limited).

d) On 7th September 2007, Sime Darby Brunsfield Properties Australia Pty. Ltd. was incorporated in Australia as a wholly-owned subsidiary of Sime Darby Brunsfield International Limited (formerly known as Homme Properties Limited).
e) On 7th March 2008, Hangzhou Xin Biao Xian Motors Technology & Services Company Limited (“HXBX”) was incorporated as a wholly owned subsidiary of Shanghai Xin Biao Xian Motor Commerce Company Limited. The intended principal activities are display of motor vehicles, after sales consultancy and management services.
f) On 13th March 2008, Jining Sime Darby Port Co. Ltd  (“JNSD”) was incorporated as a wholly owned subsidiary of Sime Darby Overseas (HK) Limited. The principal activity of JNSD will be the provision of port facilities.
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A11.
Contingent liabilities – unsecured



 As at    
As at



      21st May 2008

30th June 2007


Claims pending against subsidiaries

18.9
58.5

In the ordinary course of business, the Group may obtain surety bonds and letters of credit, which the Group provides to customers to secure advance payment, performance under contracts or in lieu of retention being withheld on contracts. A liability would only arise in the event the Group fails to fulfill its contractual obligations. As at 21st May 2008, the Group had provided performance guarantees and advance payment guarantees amounting to RM5,713.9 million and RM294.6 million, respectively. 
In cases where the Group is required to issue surety bonds or letters of credit for the entire contract despite holding partial interest in a venture, the Group will seek counter-indemnity from the other venture partners. As at 21st May 2008, the Group received counter-indemnities amounting to RM1,869.7 million.
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B.
EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD.

B1. Review of results for the quarter and three quarters ended 31st March 2008


   Quarter ended              Three quarters ended

                                                                                                              31st March
                         31st March 


2008
2007
    2008           2007  



Profit before unusual items and interest


Plantation
1,258.3
373.0
2,802.5
1,132.0

Property
98.3
119.6
238.9
306.3

Industrial
132.3
185.4
491.3
490.9

Motors
55.6
22.9
182.1
20.6


Energy and Utilities
18.9
62.7
145.9
191.0


General Trading, Services and Others
20.6
24.7
45.9
44.9



1,584.0
788.3
3,906.6
2,185.7

Unusual items (Note A3)
0.1
5.7


26.6
490.5

Unallocated corporate expenses and income
(20.3)
(32.5)


(150.6)
(97.3)
 

Profit before interest and taxation

1,563.8
761.5
3,782.6
2,578.9

The increases in Plantation Division’s profit for the quarter as well as the three quarters were mainly due to the higher average crude palm oil (“CPO”) price of RM3,101 (2007: RM1,816) per tonne for the quarter and RM2,744 (2007: RM1,608) per tonne for the three quarters ended 31st March 2008.

Property Division recorded a lower profit for the quarter and three quarters ended 31st March 2008 mainly due to the decrease in sales of industrial land, partly offset by the higher progress in construction completion and write back of provision for common costs.

Industrial Division recorded a lower profit for the quarter mainly due to the slowdown in the Malaysian logging industry and the negative impact of the severe flooding in north Queensland, Australia. Profit for the three quarters however remained in line with the previous year due to the contribution from strong equipment sales to marine and oil and gas sectors.

Motors Division’s higher profit for the quarter as well as the three quarters was mainly due to the strong sales in Malaysia, China, Singapore and New Zealand.

Energy and Utilities Division recorded a lower profit for the quarter and three quarters ended 31st March 2008, mainly due to start up costs and loss of contribution from Jaya Holdings Limited following its divestment in November 2006.

The results of the General Trading, Services and Others Division remained at approximately the same level as in the corresponding periods as business continued to be satisfactory.
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B2. Material changes in the quarterly results as compared to the results of the preceding quarter



  Quarter ended
 Quarter ended


      31st March 2008
31st December 2007


             %                        
          %


Profit before unusual items and interest


Plantation
1,258.3
79.4
845.7
69.7

Property
98.3
6.2
49.3
4.1

Industrial
132.3
8.4
177.8
14.6

Motors
55.6
3.5
61.1
5.0


Energy and Utilities
18.9
1.2
65.3
5.4


General Trading, Services and Others
20.6
1.3
14.3
1.2



1,584.0
100.0
1,213.5
100.0


Unusual items (Note A3)
0.1



67.7

Unallocated corporate expenses and income
(20.3)



(95.2)


 Profit before interest and taxation

1,563.8
1,186.0

The increase in Plantation Division’s profit for the current quarter compared to the preceding quarter was mainly due to higher average crude palm oil (“CPO”) price of RM3,101 (31st December 2007: RM2,625) per tonne. 

Property Division’s higher profit for the current quarter was mainly attributable to the higher progress in construction completion, write back of provision for common costs and sales of vacant commercial land. 

The decline in results of Industrial Division was mainly due to the slowdown in the Malaysian logging industry and the negative impact of the severe flooding in north Queensland, Australia.
Energy and Utilities Division’s profit decreased mainly due to the start up costs and the lower margin from port operations in China.
The results of the Motors and General Trading, Services and Others Divisions remained at approximately the same level as in the corresponding periods as business continued to be satisfactory.
B3. Prospects

Barring any unforeseen circumstances, the Board is optimistic that the results for this financial year will remain satisfactory.

There are no announced revenue or profit estimate, forecast, projection or internal targets for the current financial year.
B4.
Statement by Board of Directors on revenue or profit estimate, forecast, projection or internal targets 
Not applicable as there are no announced revenue or profit estimate, forecast, projection or internal targets for the current financial year.
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B5. Variance of actual profit from profit forecast or profit guarantee


There was no profit forecast or profit guarantee issued.
B6. Taxation


                                                                         
Quarter ended                 Three quarters ended
                                                                                                       31st March                             31st March


2008               2007        
2008
2007

In respect of the current period:


- income tax
473.5
199.8
1,100.5
559.3

- deferred tax
(0.9)
1.4

4.2
(5.0)





472.6
201.2
1,104.7
554.3

In respect of prior years:


- income tax
(7.0)
1.5
(6.6)
3.1

- deferred tax
 –
1.0
 –
(2.5)



465.6
203.7
1,098.1
554.9

The effective tax rates for the quarter and three quarters ended 31st March 2008 were higher than the Malaysian tax rate mainly due to certain expenses being disallowed for tax purposes and higher tax rates in certain foreign countries.
B7. Profit/(loss) on sale of unquoted investments and properties

The profit/(loss) on sale of unquoted investments and properties including prepaid lease rentals during the quarter and three quarters ended 31st March 2008 are set out in Notes A3 and A10.2.
B8. Quoted and marketable securities


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


Movement during: 
                                                                  Quarter ended                Three quarters ended
                                                                                                31st March 2008                          31st March 2008

- Total purchases
–
0.1

 

- Total sale proceeds

–

0.5


- Total gain on disposals

–
0.5

Balances:

                   As at  



                      31st March 2008
- Cost

41.4

- Carrying value

7.6

- Market value

14.6
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B9. Status of corporate proposals

1. Corporate proposal announced but not completed as at 21st May 2008

In November 2007, the Group received letters of intention from the Government of Malaysia approving, in principle, the Group’s acquisition of a 60% equity interest in Sarawak Hidro Sdn. Bhd. and the subscription of a 60% equity interest in a company to be set up which will be responsible for the laying of undersea cables for the transmission of electricity from the Bakun Hydroelectric project to Peninsular Malaysia, subject to terms and conditions to be negotiated and agreed. A memorandum of understanding was signed on 11th February 2008.
2. Corporate proposal completed after 31st March 2008

On 16th September 2003, Aseambankers Malaysia Berhad, on behalf of the Board of Directors of Golden Hope Plantations Berhad (“GHPB”) announced a Rationalisation Exercise with Island & Peninsular Berhad.

The Rationalisation Exercise was completed on 14th September 2005 except for the change of Express Conditions for Lot 509, Mukim of Burau, District of Jerantut, Pahang (“Lot 509”) which was pending the approval of Pejabat Tanah Jerantut and the State Exco.
The conversion of land use for Lot 509 has since been completed and as such the conditions imposed by the Securities Commission on certain properties of GHPB pursuant to the Rationalisation Exercise have been fully complied with.
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B10. Group borrowings





                As at 31st March 2008

Loans and financing - Non-current

 Secured
    Unsecured
Total
Term loan
258.8
2,116.0
2,374.8
 
Cumulative subordinated unconvertible redeemable unsecured 



  loan stocks (“loan stocks”)
–
37.4
37.4
Murabahah Medium Term Notes
–
1,400.0
1,400.0

258.8
3,553.4
3,812.2




Short term borrowings - Current
Bank overdrafts
14.0 
11.1
25.1
Al-Bai Bithaman Ajil
 –
33.3
33.3
Murabahah Commercial Papers
 –
100.0
100.0
Portion of term loans due within one year 
44.4
30.0
74.4
Other short term borrowings
134.4
635.1
769.5
                                              


192.8
809.5
1,002.3

The Group borrowings in RM equivalent analysed by currencies in which the borrowings are denominated were as follows:


  Loans and
 Short term


 financing
borrowings

Ringgit Malaysia
1,570.8
467.0
Australian dollar
318.9
 –
Chinese renminbi
 –
353.5
Euro
 –
2.5
Indonesian rupiah
3.8
9.7
New Zealand dollar
 –
71.1
Singapore dollar
7.1
21.9
Thai baht

22.4
27.5
United States dollar

1,889.2
49.1
Total borrowings
3,812.2
1,002.3



The secured term loans and short term borrowings are secured by property, plant and equipment, property development projects and current assets of certain subsidiaries.
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B10. Group borrowings (continued)

The loan stocks issued by a subsidiary bear interest at 12% per annum and are redeemable at par at any date determined by the subsidiary’s Board up to 31st December 2023.

Murabahah Medium Term Notes (“MMTN”) consist of:

1. RM500 million 7 years and RM500 million 4 years MMTN under the RM1,500 million Al Murabahah Commercial Paper and MMTN Programme issued at par with profit rates of 4.38% and 4.30% per annum, respectively; and

2. RM100 million 7 years and RM300 million 3 years MMTN issued at par with profit rates of 6.20% and 5.98% per annum, respectively.

Al-Bai Bithaman Ajil is subject to a profit rate of 4.25% while the Murabahah Commercial Papers are subject to profit rates of between 3.63% to 3.73% per annum.

The average effective interest rates applicable to the other short term borrowings and term loans outstanding as at 31st March 2008 were between 5.59% and 5.93% (after interest rate swap) per annum, respectively
B11. 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. 

All exchange gains and losses relating to hedge investments are recognised in the income statement in the same period the forward foreign exchange contract is settled.

As at 21st May 2008, the notional amounts of forward foreign exchange contracts that were entered into as hedges for purchases and sales were RM1,278.2 million and RM1,426.1 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 19 months.

Interest rate contracts

Interest rate swap contracts were entered into by subsidiaries 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. 

Any differential to be paid or received on an interest rate and currency swap contract is recognised as a component of interest income or expense over the period of the contract. Gains and losses on early termination of interest rate and currency swap contracts or repayment of the borrowings are taken to the income statement.

The notional principal amounts of the outstanding interest rate swap contract of the Group as at 21st May 2008, which are denominated in United States dollar for later than 1 year but less than 5 years are RM1,272.2 million.
On 2nd July 2007, a subsidiary entered into a 3-year interest rate collar arrangement for its AUD80.0 million term loan with a ceiling rate of 9.5% and a floor rate of 3.5% per annum.

The Group has no significant concentrations of credit risk and market risk in relation to the above off balance sheet financial instruments.
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B12. Material litigation
1. PT Adhiyasa Saranamas (“PTAS”) commenced a legal suit on 17th September 2003 against Kumpulan Guthrie Berhad (“KGB”) and 6 of its Indonesian subsidiaries for an alleged breach of contract with regards to the provision of consultancy services in connection with the acquisition of subsidiaries in Indonesia.

PTAS’ claim was dismissed by the District Court of South Jakarta. PTAS appealed to the High Court and subsequently the Supreme Court, and was unsuccessful in both appeals. On 21st June 2007, PTAS submitted an application to the Supreme Court for further review of a court decision. 

On 4th March 2008, KGB received a notification regarding the decision of the further review (“Decision on Further Review”) which had annulled the decision of the Supreme Court which had rejected the appeal of PTAS in favour of KGB. In summary, the Decision on Further Review partially approved the claim of PTAS against KGB for breach of contract and ordered KGB to pay PTAS the amount of USD25.76 million together with interest at the rate of 6% per year thereon as of the date of the registration of PTAS’ claim at the District Court until full payment. KGB was also ordered to pay the court charges.

On 19th March 2008, KGB was served with a copy of the Writ of Summons and Statement of Claim dated 11th March 2008 where PTAS commenced legal proceedings in Malaysia against KGB to enforce the Decision on Further Review obtained in Indonesia. On 18th April 2008, PTAS filed an application in court for leave to enter Summary Judgment against KGB. This application has been presently fixed for hearing on 29th May 2008. KGB will defend the said enforcement proceedings.
2. Berkeley Sdn. Bhd. (“BSB”) commenced a legal suit against Consolidated Plantations Berhad (“CPB”) for breach of a sale and purchase agreement and seeks damages amounting to RM54 million (or alternatively RM34 million) on the basis that CPB had failed to deliver a subdivided title in respect of 85 acres of land purchased by BSB.

BSB’s claim for damages was dismissed with costs by the High Court on 9th March 2002 and BSB had appealed to the Court of Appeal on 27th March 2002. 
The Appeal came up for hearing on 7th May 2007 and was adjourned to 8th January 2008. On the said date, the hearing was adjourned by the court to a date to be fixed. To date, the court has not assigned a hearing date of the appeal.

3. Sime Winner Holdings Limited (“Sime Winner”), a subsidiary of Sime Darby Hong Kong Limited, had filed legal proceedings in Hong Kong against CM2 Limited (“CM2”), a company incorporated in Hong Kong, for an account and return of monies owing to it up to approximately HK$107 million arising from an agency arrangement.

On 4th May 2005, Sime Winner obtained a mareva injunction against CM2 to prevent CM2 from disposing its assets and to disclose all its assets in Hong Kong up to HK$107million. The hearing for the case is fixed on 16th February 2009.
4. Inokom Corporation Sdn. Bhd. and Quasar Carriage Sdn. Bhd., (collectively hereinafter known as the “Plaintiffs”) are claiming against Renault SA for breach of contract, breach of fiduciary duties and/or fraudulent misrepresentation. The Plaintiffs are also claiming against Renault SA, Tan Chong Motors Holdings Bhd (“TCMH”) and TC Euro Cars Sdn. Bhd. (“TCEC”) for conspiring to injure.

The Court dismissed Renault SA’s application for stay of proceedings pending arbitration (“Dismissal”) and they subsequently filed an appeal. The Court of Appeal has granted a stay of proceedings to Renault SA pending their appeal against the Dismissal.

TCMH and TCEC’s applications to strikeout the Plaintiffs’ suit were dismissed and their appeals to the Court of Appeal against the decisions are currently pending. The Court of Appeal has fixed for hearing the Defendant’s appeal on 20th October 2008.
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B13. Dividend


No dividend has been declared for the current quarter under review.
B14. Earnings per share


    Quarter ended                         Three quarters ended


          31st March                                      31st March

   2008                    2007                    2008                  2007

Basic earnings per share

Profit for the period attributable to ordinary 


   equity holders of the Company
1,089.6
477.4
2,490.8
1,749.3

Weighted average number 


   of ordinary shares in issue (million)

6,009.4
5,368.4
5,849.7
5,312.8

Basic earnings per share (sen)
18.13
8.89
42.58
32.93


Diluted earnings per share


Profit for the period attributable to ordinary 


   equity holders of the Company
1,089.6
477.4
2,490.8
1,749.3

Redeemable convertible preference shares 
              interest 
 –
0.3
 –
0.4

Adjusted profit for the period attributable to 


   ordinary equity holders of the Company
1,089.6
477.7
2,490.8
1,749.7


Weighted average number 


   of ordinary shares in issue (million)
6,009.4
5,368.4
5,849.7
5,312.8

Adjustment for:


- redeemable convertible preference shares (million)
 –
50.0
 –
23.3

- subsidiaries’ employees’ share options (million)
 –
12.3
 –
10.2


Adjusted weighted average number 


   of ordinary shares (million)
6,009.4
5,430.7
5,849.7
5,346.3


Diluted earnings per share (sen)
18.13
8.80
42.58
32.73


By Order of the Board

Kuala Lumpur
Norzilah Megawati Abdul Rahman
28th May 2008
Group Secretary
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