SIME DARBY BERHAD
  


(Company No: 752404-U)



Unaudited Condensed Consolidated Balance Sheets



Unaudited
Audited




As at
As at




31 March 2009
30 June 2008
Amounts in RM million
Note

Non-current assets


Property, plant and equipment 

8,784.9
8,372.1
Biological assets
2,125.3
2,245.0
Prepaid lease rentals
2,355.9
2,459.2
Investment properties
299.0
220.1
Land held for property development
474.5
624.0
Jointly controlled entities
501.4
2.1
Associates 
656.3
1,109.0
Investments
223.1
316.8
Intangible assets 
112.1
81.0
Deferred tax assets 
725.0
712.0
Trade and other receivables
200.2
251.7 

16,457.7
16,393.0
Current assets

Inventories

5,839.0
5,065.7
Property development costs

1,944.0
1,666.1
Trade and other receivables

5,758.8
5,833.4
Prepayments

350.9
255.8
Tax recoverable

268.1
264.4
Cash held under Housing Development Accounts
353.1
479.5
Bank balances, deposits and cash
3,012.0
5,994.2

17,525.9
19,559.1
Non-current assets held for sale (note 1)

98.4
20.6
Total assets
34,082.0
35,972.7

Equity
Share capital

3,004.7
3,004.7
Reserves
17,014.0
18,663.9
Attributable to equity holders of the Company

20,018.7
21,668.6
Minority interests 

533.8
536.3
Total equity

20,552.5
22,204.9

Non-current liabilities

Long-term borrowings
B10

2,508.2

3,189.1
Provisions


27.3

74.7

Retirement benefits

152.6

125.7
Deferred income

152.8

139.0
Deferred tax liabilities

802.1

931.8


3,643.0

4,460.3





Current liabilities




Trade and other payables   

5,944.2
7,038.7
Short-term borrowings 
B10
3,209.4
1,639.9
Tax payable
313.2
465.7
Provisions
177.2
163.2

Dividend payable
225.4
–


9,869.4
9,307.5

Liabilities directly associated with asset held for sale  (note 2)
17.1
–
Total liabilities
13,529.5
13,767.8
Total equity and liabilities
34,082.0
35,972.7
 
      RM
  RM
Net assets per share attributable to ordinary 

equity holders of the Company
3.33
     3.61
Unaudited Condensed Consolidated Balance Sheets (continued)




Unaudited
Audited




As at
As at




31 March 2009
30 June 2008
Amounts in RM million
 
Note:

1.
Non-current assets held for sale

Disposal group
39.4
–

Property, plant and equipment
9.8
8.8
Biological assets
1.7
–

Prepaid lease rentals
35.3
6.1


Investment properties
0.4
0.4 
Land held for property development
6.5
–
Current assets
5.3
5.3





98.4
20.6

2.
Liabilities directly associated with asset held for sale

Disposal group
17.1
–

Included in the above are two subsidiaries and an estate land with biological assets, pending completion of disposals.
The unaudited Condensed Consolidated Balance Sheets should be read in conjunction with the audited financial statements for the year ended 30 June 2008 and the accompanying explanatory notes attached to the interim financial statements.
Unaudited Condensed Consolidated Statements of Changes in Equity for the three quarters ended 31 March 2009




  
Attributable



                               

to equity 

Ordinary   
  Share

Revaluation
    Capital
Exchange
Retained
holders of
Minority
Total

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

At 1 July 2008
3,004.7
100.6

72.2
6,796.6
978.9

10,715.6
21,668.6
536.3
22,204.9
Currency translation differences
–
–
–
–
(625.9)
–
(625.9)
(50.1)
(676.0)
 
Profit for the period
–
–
–
–
–
1,296.1
1,296.1
35.4
1,331.5

Issue of shares in subsidiaries
–
–
–
–
–
–
–
57.9
57.9
Acquisition of a subsidiary
–
–
–
–
–
–
–
3.1
3.1
Acquisition of additional interest from

    minority shareholders
–
–
–
(21.4)
–
–
(21.4)
(1.6)
(23.0)
Dividend paid
–
–
–
–
–
(2,073.3)
(2,073.3)
(47.2)
(2,120.5)
Dividend Payable
–
–
–
–
–
(225.4)
(225.4)
–
(225.4)

At 31 March 2009 
3,004.7
100.6
72.2
6,775.2

353.0

9,713.0
20,018.7
533.8
20,552.5

Unaudited Condensed Consolidated Statements of Changes in Equity for the three quarters ended 31 March 2009 (continued)






Attributable 




                          


to equity 

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

At 1 July 2007
2,752.6
2.5
0.1
5.3
72.2
5,414.5
839.7
8,267.4
17,354.3
2,199.8
19,554.1
Currency translation differences
–
–
–
–
– 
–
(423.9)
–
(423.9)
(21.0)
(444.9)

Transfer between reserves
–
–
–
(12.9)
–
12.9
–
–
–
–
–
Profit for the period
–
–
–
–
–
–
–
2,490.8
2,490.8
163.8
2,654.6
Share options granted
–

–
–
7.6
–
–
–
–
7.6
–
7.6
Share options exercised
2.9
–
–
–
–
22.3
–
–
25.2
–
25.2

Issue of shares in subsidiaries
–

–
–
–
–
–
–
–
–
1.6
1.6
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
(2.5)
1.0
–
–
–
–
–
23.5
–
23.5

Capital adjustment
(32.5)
–

   –
–
–
(309.0)
–
(222.3)
(563.8)
–
(563.8)

Dividends paid
–
–
–
–
–
–
–
(513.2)
(513.2)
(67.5)
(580.7)

At 31 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


The unaudited Condensed Consolidated Statements of Changes in Equity should be read in conjunction with the audited financial statements for the year ended 30 June 2008 and the accompanying explanatory notes attached to the interim financial statement.

Unaudited Condensed Consolidated Cash Flow Statements for the three quarters ended 31 March 2009 

   Three quarters ended 31 March
Amounts in RM million
 2009
   2008
Profit for the period
1,331.5
 2,654.6



Adjustments for:

Gain on disposal of subsidiaries, associates and investments
(54.5)
(77.7)
Gain on disposal of properties
(32.9)
(2.4)
Share of results of jointly controlled entities and associates
25.9


(60.2)
Investment income
(64.1)
(24.8)
Finance income
(122.1)
(161.9)
Finance costs
195.6
216.6
Depreciation and amortisation
590.1
532.6
Amortisation of prepaid lease rentals
50.5
50.4
Tax expense
632.4
1,098.1
Other non-cash items
277.2
34.5



2,829.6
      4,259.8
(Increase)/decrease in working capital

Inventories
(1,204.1)
(32.5)
Property development costs
(310.0)
(174.5)
Trade and other receivables and prepayments
(132.0)
(1,662.3)
Cash held under Housing Development Accounts
126.4
11.2
Trade and other payables and provisions
(859.5)
388.3

Cash generated from operations
450.4
2,790.0
Tax paid
(820.4)
(844.3)
Dividends from associates
23.0
24.0

Net cash (outflow)/inflow from operating activities
(347.0)
1,969.7

Investing activities

Finance income
124.9
159.1
Investment income
52.6
21.6  

Purchase of additional interest in existing subsidiaries
(23.0)
(107.3)

Purchase of subsidiaries
(97.7)
(11.7)
Purchase of property, plant and equipment
(1,057.6)
(1,228.2)
Subscription of shares in jointly controlled entities
(106.0)
–

Proceed from sale of subsidiaries
26.0
471.4
Others
29.4
237.5


Net cash outflow from investing activities
(1,051.4)
(457.6)

Unaudited Condensed Consolidated Cash Flow Statements for the three quarters ended 31 March 2009 (continued)  
 
  Three quarters ended 31 March
Amounts in RM million
2009
   2008
Financing activities

Proceeds from shares issued under Merged Entities’
  share option schemes 
–
25.2

Proceeds from shares issued to minority shareholders
57.9
1.6
Deposits in designated accounts
158.9
(68.5)
Finance costs
(204.2)
(196.3)
Net borrowings raised/(repaid) 
742.5
(1,092.6)
Dividends paid
(2,120.5)
(580.7)



Net cash outflow from financing activities
(1,365.4)
(1,911.3)
Net decrease in cash and cash equivalents
(2,763.8)
(399.2)
Foreign exchange differences
(81.2)
(45.2)
Cash and cash equivalents at beginning of the period
5,809.2
5,625.2
Cash and cash equivalents at end of the period
2,964.2
5,180.8

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

Bank balances, deposits and cash
  3,012.0
5,293.2
Less:

Deposits in designated accounts
(3.4)
(87.3)
Bank overdrafts (Note B10)
(44.4)
(25.1)



2,964.2
5,180.8

The unaudited Condensed Consolidated Cash Flow Statements should be read in conjunction with the audited financial statements for the year ended 30 June 2008 and the accompanying explanatory notes attached to the interim financial statements.
Explanatory Notes On The Quarterly Report – 31 March 2009
Amounts in RM million unless otherwise stated

EXPLANATORY NOTES
This interim financial report is unaudited and is prepared in accordance with the Financial Reporting Standards (“FRS”) No. 134 – Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. It should be read in conjunction with the Group’s annual financial statements for the year ended 30 June 2008.
A. EXPLANATORY NOTES PURSUANT TO FRS 134

A1.
Basis of Preparation

The accounting policies and presentation adopted for this interim financial report is consistent with those adopted for the annual financial statements for the year ended 30 June 2008.
Malaysian Accounting Standards Board has announced the effective dates of the following standards and interpretations:

	
	Effective for annual periods beginning on or after



	Amendment to FRS 1 – First Time Adoption of Financial Reporting 

                                      Standards and FRS 127 – Consolidated and 
                                      Separate Financial Statements: Cost of an 
                                      Investment in a Subsidiary, Jointly Controlled Entity 
                                      or Associate
	1 January 2010

	Amendment to FRS 2 – Share Based Payment: Vesting Conditions and   

                                      Cancellations
	1 January 2010

	FRS 4 – Insurance Contracts
	1 January 2010

	FRS 7 – Financial Instruments : Disclosures
	1 January 2010

	FRS 8 – Operating Segments
	              1 July 2009

	FRS 123 – Borrowing Costs
	1 January 2010

	FRS 139 – Financial Instruments : Recognition and Measurement
	1 January 2010

	IC Interpretation 9 – Reassessment of Embedded Derivatives
	1 January 2010

	IC Interpretation 10 – Interim Financial Reporting and Impairment
	1 January 2010

	IC Interpretation 11 – FRS 2 – Group and Treasury Share Transactions
	1 January 2010

	IC Interpretation 13 – Customer Loyalty Programmes
	1 January 2010

	IC Interpretation 14 – FRS 119 – The Limit on a Defined Benefit Asset,

                                   Minimum Funding Requirements and their Interaction
	1 January 2010



 The Group will adopt the above standards and interpretations on their respective applicable dates.
A2. Seasonal or Cyclical Factors

The Group’s results for the three quarters under review were not materially affected by any major seasonal or cyclical factors.

A3. Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows


There were no material unusual items affecting the Group’s assets, liabilities, equity, net income or cash flows during the three quarters under review.

A4. Material 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 years that have a material effect on the results for the current quarter under review.

Explanatory Notes On The Quarterly Report – 31 March 2009

Amounts in RM million unless otherwise stated

A5. Debt and Equity Securities


The Group’s Al-Murabahah Medium Term Notes of RM300.0 million with a profit of 5.98% was repaid on 19 March 2009.

Other than the above, there were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the three quarters under review.

A6. Dividends Paid

The final gross dividend of 34.0 sen per share less Malaysian income tax at 25%, and special gross dividends of 4.0 sen per share less Malaysian income tax at 25% and 6.0 sen per share Malaysian tax exempt for the financial year ended 30 June 2008, were paid on 5 December 2008.

An interim gross dividend of 5.0 sen per share less Malaysian income tax at 25% for the financial year ending 30 June 2009, which was declared on 26 February 2009, was paid on 15 May 2009.
Explanatory Notes On The Quarterly Report – 31 March 2009
Amounts in RM million unless otherwise stated

A7. Segmental Reporting


Primary reporting format – business segments







     General Trading,





     Energy &    Healthcare and



Plantation
  Property
 Industrial
Motors
    Utilities
          Others
 Total


Three quarters ended 

31 March 2009

Revenue
8,495.2
893.1
5,918.9
5,321.9
2,325.9
523.9
23,478.9


Segment results
1,251.1
187.7
623.7
135.7
83.8
11.1
2,293.1






Unallocated corporate


 expenses and income







(229.8)


Operating profit






2,063.3

Share of results of jointly 


  controlled entities and 


  associates
(75.2)
33.5
10.3
0.1
12.3
(6.9)
(25.9)





Profit before interest and tax






  2,037.4


Three quarters ended

31 March 2008

Revenue
                                9,439.9
876.0
5,432.5
5,991.0
2,301.1
882.5
24,923.0


Segment results
      2,808.6
210.7
483.1
139.3
142.8
108.2
3,892.7






Unallocated corporate 


  expenses and income







(145.5)








Operating profit                                                                                                                                                             3,747.2



Share of results of jointly 


  controlled entities and 


  associates
7.6
33.2
8.2
(2.3)
3.1
10.4
60.2


Profit before interest and tax






3,807.4









Included in unallocated corporate expenses and income for the three quarters ended 31 March 2009 is unrealised foreign exchange loss of RM111.1 million (2008: gain of RM35.0 million).
Explanatory Notes On The Quarterly Report – 31 March 2009
Amounts in RM million unless otherwise stated

A8.     Capital Commitments


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



  As at 
   As at



     31 March 2009
30 June 2008

Property, plant and equipment
:

– contracted

1,097.1

455.3


– not contracted

1,108.1
1,182.5




2,205.2
1,637.8


A9.
Material Events Subsequent to the End of the Financial Period
Material events subsequent to the end of the financial period to 18 May 2009, being a date not earlier than 7 days from the date of issue of the quarterly report were as follows:
a) On 11 March 2009, Sime Malaysia Region Berhad (SMRB) entered into a Share Sale Agreement with MIK Industries Ltd (MIK) for the disposal of its entire 100% equity interest in Harvik Rubber Industries Sdn Bhd, to MIK for an aggregate cash consideration of RM10.5 million. The disposal was completed on 8 April 2009.
b) On 20 March 2009, SMRB entered into a Sale and Purchase Agreement with Super Deals Travel & Tours Sdn Bhd (SDTT) for the disposal of its entire 100% equity interest in Sime Darby Travel Sdn Bhd (SDT), to SDTT for an aggregate cash consideration of RM12.8 million. The disposal was completed on 13 May 2009.
A10.
Effect of Significant Changes in the Composition of the Group
1. Disposals 

Disposals during the three quarters under review include the following:

a) On 29 August 2008, Sime Darby Pilipinas, Inc completed the disposal of its entire 100% equity interest in Silvertown Property Development Corporation to Aphaland Corporation for PHP400 million. 

b) On 17 October 2008, Dunlopillo (Singapore) Pte Ltd completed the disposal of its entire 70% equity interest in PT Sime Dunlopillo Indonesia to PT Dunlopillo Indonesia for USD0.2 million. 

c) On 18 December 2008, Sime Malaysian Region Berhad completed the disposal of its entire 30% equity interest in Dongwha GH International Sdn Bhd to Loyal Crest investments Limited for RM28 million.

Explanatory Notes On The Quarterly Report – 31 March 2009
Amounts in RM million unless otherwise stated

A10.
Effect of Significant Changes in the Composition of the Group (continued)

1.
Disposals (continued)
The effect of the disposals on the results of the Group was as follows:


  Quarter ended
   Three quarters ended

   31 March   
     31 March


2009
    2008
 2009              2008

 
Gain/(loss) on disposal of:


Unquoted 




- subsidiaries (Note B7)

–
1.8
26.5
28.6


- associates (Note B7)

–
–
28.0
(1.4)

- other investments (Note B7)

–
–    
–*
50.0


Quoted investments (Note B8)

–
–
–
0.5

* The Group disposed its investment in Malaysian Government Securities at its carrying amount of RM1.0 million and, accordingly no gain or loss was recorded.


Net cash inflow arising from the disposal of the subsidiaries are analysed as follows:

 


   Three quarters ended


       


        31 March 2009
Non-current assets
0.1
Net current liabilities
(0.3)

Net liabilities disposed
(0.2)
Gain on disposal of subsidiaries
26.5

Proceeds from disposal of subsidiaries
26.3
Less: Cash and cash equivalents in subsidiaries disposed
(0.3)


  

Net cash inflow from disposal
26.0

2. Acquisitions 



Acquisitions during the three quarters under review include the following:
a) On 22 July 2008, Sime Darby Property Berhad acquired 2 ordinary shares of RM1.00 each representing the entire equity interest in SD Bandar Gemilang Development Sdn Bhd (SDBGD) at par for cash. The principal activity of SDBGD is to undertake the development of the Group's "Bandar Gemilang" project.
b) On 22 July 2008, Sime Darby Brunsfield Holding Sdn Bhd acquired 2 ordinary shares of RM1.00 each representing the entire equity interest in Subang Jaya City Centre Sdn Bhd (SJCC) at par for cash. The principal activity of SJCC is to undertake the development of the Group's "Subang Jaya City Centre" project. 
c) On 11 September 2008, Sime Darby Water Resources Sdn Bhd acquired an additional 27% equity interest in Sime Darby Water Resources (Perak) Sdn Bhd (SDWR(P)) for RM13.5 million, thereby increasing its total equity interest in SDWR(P) from 48% to 75%.
d) On 17 October 2008, Sime Darby Holdings Berhad acquired 2 ordinary shares of RM1.00 each representing the entire equity interest in Sime Darby Healthcare Sdn Bhd (SDH) for RM2. The principal activity of SDH is investment holding and the provision of healthcare management services and consultancy.
e) On 29 October 2008, B.M.W. Concessionaires (H.K.) Limited acquired the entire equity interest in Guangzhou Bow Yue Vehicle Trading Company Limited (GBYV) for RMB11.0 million. The principal activities of GBYV are retail of BMW Brilliance vehicles and imported BMW and MINI brand vehicles; retail of related spare parts and electrical equipment and import and export of related parts, tools and vehicles related material.
Explanatory Notes On The Quarterly Report – 31 March 2009
Amounts in RM million unless otherwise stated

A10.
Effect of Significant Changes in the Composition of the Group (continued)

2. Acquisitions (continued)
f) On 28 November 2008, Sime Darby Plantation Sdn Bhd acquired 200,000 ordinary shares of RM1.00 each representing the entire equity interest in Vertical Drive Sdn Bhd (VDSB), a company with rights to develop 48,199 hectares of oil palm plantation land in Sarawak, for RM85.0 million. The principal activities of VDSB are oil palm cultivation and palm oil production.
g) On 25 March 2009, Edible Products Limited acquired 1 ordinary share of SGD 1.00 representing the entire equity interest in Sime Darby Plantation Investment (Liberia) Private Limited (SDPIL). The principal activity of SDPIL is that of investment holding.
The results relating to subsidiaries acquired during the three quarters ended 31 March 2009, included in the consolidated income statement was a loss of RM4.4million. If the acquisitions were effective on 1 July 2008, the Group’s revenue and profit attributable to ordinary equity holders of the Company for the three quarters ended 31 March 2009 would have been RM23,663.6 million and RM1,296.0 million respectively as compared to RM23,478.9 million and RM1,296.1 million respectively.

Assets and liabilities acquired and the net cash outflow arising from the acquisition of subsidiaries are analysed as follows:








 Fair Value
Non-current assets
0.9
Net current assets
102.3
Minority interest
(3.1)


Net assets acquired
100.1
Less: Net assets equity accounted previously
(16.6)
Goodwill  
20.2

Purchase consideration including direct costs relating to the acquisition           
103.7
Less: Cash and cash equivalents in subsidiaries acquired  
(6.0)

Net cash outflow on acquisition
97.7

3. Establishment of new companies

Companies established during the three quarters under review include the following:
a) On 2 July 2008, Sime Darby Marine (Hong Kong) Private Limited subscribed to 10,000,000 ordinary shares of USD1.00 each representing 50% of the equity interest in Halani Sime Offshore (L) Inc. (HSOL), a jointly controlled entity. The principal activity of HSOL is investment holding.
b) On 16 July 2008, Sime Darby CEL Machinery (Jiangxi) Company Limited (SDCMJ) was incorporated as a wholly-owned subsidiary of The China Engineers (South China) Limited. The principal activities of SDCMJ are manufacturing, processing, selling and renting of new and used engineering and agricultural machinery and electricity generator sets as well as the provision of after sales service and sale of spare parts.
c) On 21 August 2008, Sime Darby Marine Puteri Offshore I (L) Inc, Sime Darby Marine Puteri Offshore II (L) Inc and Sime Darby Marine Puteri Offshore III (L) Inc (collectively referred to herein as SDMPO companies) were incorporated as wholly-owned subsidiaries of Sime Darby Marine (Hong Kong) Private Limited. The principal activities of SDMPO companies are to invest in, and supply and lease, all kinds of ships, vessels, barges and other marine related vehicles.
Subsequently, on 17 November 2008, Sime Darby Marine (Hong Kong) Private Limited’s interests in each of the SDMPO companies were diluted to 50% following the admission of a joint venture partner. SDMPO companies are treated as jointly controlled entities with effect from 17 November 2008.
Explanatory Notes On The Quarterly Report – 31 March 2009
Amounts in RM million unless otherwise stated

A10.
Effect of Significant Changes in the Composition of the Group (continued)

3.
Establishment of new companies (continued)
d) On 29 August 2008, Sime Darby Elco Power Equipment (Shenzhen) Limited (SDEPE) was incorporated as a wholly-owned subsidiary of The China Engineers (South China) Limited. The principal activities of SDEPE are wholesale, import and export of diesel generator sets and all related spare parts as well as a commission agent. 

e) On 12 September 2008, Changsha Bow Yue Vehicle Services Company Limited (CBYV) was incorporated as a wholly-owned subsidiary of Chengdu Bow Yue Vehicle Company Limited. The principal activities of CBYV are display of cars, provision of after sales services and management consultancy services.

f) On 22 September 2008, Sime Darby Industrial Sdn Bhd subscribed for 700 ordinary shares of USD100.00 each representing 70% of the equity interest in PT T Energy at par. PT T Energy is involved in the business of developing and supplying Compressed Natural Gas (CNG) Compressors/Stations to the Indonesian Government and/or any other CNG/Natural Gas Vehicle refuelling stations.
g) On 28 November 2008, Sime Darby Motors Group (Australia) Pty Limited (SDMGA) was incorporated as a wholly-owned subsidiary of Sime Singapore Limited. The principal activity of SDMGA is the provision of management services.

h) On 28 November 2008, Sime Darby Overseas (HK) Limited subscribed for and was allotted 70% equity interest in Jining Sime Darby Longgong Port Co. Ltd. (JSDLP).  The principal activities of JSDLP are operation of dock and port facilities, handling of coal, bulk cargo and chemical products, lighterage and warehousing of goods within port areas. 
i) On 3 December 2008, Sime Darby Overseas (HK) Limited subscribed for and was allotted 70% equity interest in Jining Sime Darby Guozhuang Port Co. Ltd. (JSDGP). The principal activities of JSDGP are operation of dock and port facilities, loading, unloading and warehousing of goods within port areas.

j) On 17 December 2008, Rizhao Sime Darby Oils & Fats Co., Ltd (RSDOF) was incorporated as a wholly-owned subsidiary of Sime Darby China Oils & Fats Company Limited. The principal activities of RSDOF are the refining, storage and marketing of palm oil and related products. 
k) On 6 January 2009, Sime Darby Engineering Sdn Bhd subscribed for and was allotted 49% equity interest in Sime Darby Almana W.L.L (SDA). The principal activities of SDA are the establishment, investment and management of commercial enterprise and trading activities in plantation, property development, heavy equipment, motors, energy and utilities, and other ancillary sectors. 

l) On 15 January 2009, Sime Darby Overseas (HK) Limited, Weifang Sime Darby Water Co., Ltd and  Weifang Sime Darby Port Co., Ltd subscribed for and were allotted 100% equity interest in Weifang Sime Darby Property Co., Ltd. (WSDP) and Weifang Sime Darby Real Estate Co., Ltd. (WSDRE). The principal activity of WSDP and WSDRE is property development.
m) On 27 March 2009, Sime Darby Plantation (Liberia) Inc (SDPLI) was incorporated as a wholly-owned subsidiary of Sime Darby Plantation Investment (Liberia) Limited. The principal activities of SDPLI are to carry on the business of cultivation and processing of rubber and oil palm. 
Explanatory Notes On The Quarterly Report – 31 March 2009
Amounts in RM million unless otherwise stated

A10.
Effect of Significant Changes in the Composition of the Group (continued)


4.
Acquisition of minority interests
 
a)
On 6 January 2009, Sime Darby Brunsfield Australia Pte Ltd acquired the remaining 30% equity interest in Oyster Cove International Pty Ltd for a consideration of AUD9.1 million. 
 
b)
On 31 March 2009, Sime Darby Tractors Enterprise Sdn Bhd (SDTE) acquired additional 16.2% and 25% equity interests in Otofin Sdn Bhd (OSB) and Otofin Industries Sdn Bhd (OISB) respectively, for a total consideration of RM1.4 million. SDTE interests in OSB and OISB now stand at 91.2% and 100% respectively.
The minority interests acquired and the cash outflow arising from the acquisition of additional interests in subsidiaries are analysed as follows:


              Three quarters ended 


                           31 March 2009

Minority interests acquired
1.6
Premium paid
21.4



  
Net cash outflow
23.0

5.
Other changes

On 23 July 2008, Sime Darby Plantation Sdn Bhd entered into a joint venture agreement with PTT Chemical International Private Limited, the new 50% shareholder of Cognis Oleochemicals (M) Sdn Bhd (Cognis). Following the change in shareholder and management agreement, Cognis which was previously recognised as an associate, is now treated as a jointly controlled entity.
A11.
Contingent Liabilities – unsecured



 As at    
As at



      18 May 2009

30 June 2008

Claims pending against subsidiaries

54.9
47.8

These claims include disputed taxes, supply of goods and services and compensation.

In addition to the above, 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 18 May 2009, the Group had provided performance guarantees and advance payment guarantees amounting to RM6,750.4 million and RM9.7 million, respectively. 

In cases where the Group is required to issue a surety bond or letter 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 18 May 2009, the Group received counter-indemnities amounting to RM1,661.2 million.
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B.
EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD.

B1. Review of Group Performance 




 Three quarters ended                   


                                                                                                       
                          
     31 March   
%



            2009
      2008
 +/-
Plantation

1,251.1
2,808.6
-55
Property

187.7
210.7
-11
Industrial

623.7
483.1
+29
Motors

135.7
139.3
-3
Energy & Utilities

83.8
142.8
-41
General Trading, Healthcare and Others

11.1
108.2 
-90

Segment results

2,293.1
3,892.7

Unallocated corporate expenses and income

(229.8)
(145.5)
   
Operating profit

2,063.3
3,747.2
-45   
Share of results of jointly controlled entities and associates

(25.9)
60.2



Profit before interest and tax

2,037.4
3,807.4
-46
Finance income

122.1
161.9
Finance costs

(195.6)
(216.6)
Profit before tax 

1,963.9
3,752.7
-48
For the three quarters ended 31 March 2009, the Group registered a pre-tax profit at RM1,963.9 million, a decline of 48% compared to RM3,752.7 million in the corresponding period of the preceding year. The results of the current period is inclusive of an unrealised foreign exchange loss of RM111.1 million (2008: gain of RM35.0 million) shown under unallocated corporate expenses and income. Excluding the unrealised foreign exchange loss and gain from both periods, pre-tax profit of the Group for the nine months ended 31 March 2009 is RM2,075.0 million or 44% lower than that of the previous year.

Correspondingly, earnings of the Group was lower by 48%, from RM2,490.8 million to RM1,296.1 million resulting in a lower earnings per share at 21.6 sen from 42.6 sen previously.

Contribution from Plantation fell by 55% mainly due to the lower average CPO price realised of RM2,127 per tonne compared to RM2,744 per tonne for the corresponding period. This was further aggravated by the higher unit costs as a result of lower FFB yield of 15.4 tonnes per mature hectare as compared to 16.6 tonnes in the previous year.
Property’s revenue was higher by 2% due to the higher sales of residential properties arising from the success of the “Parade of Homes” campaign. However, profit margins of residential properties were lower than the previous corresponding period due to higher construction costs and, marketing and promotional expenditure.
The Industrial segment achieved a 29% increase in profit primarily on account of the higher sales coupled with better margins generated in Australia and higher demand for engines by the marine sector in Singapore. 
Motors posted a marginal reduction of profit by 3% amidst the economic slowdown mainly due to the off-setting impact of the dividend received during the period under review.

Energy & Utilities recorded a 41% drop in profit largely attributable to Port Dickson Power Berhad’s “One-Off Contribution” for windfall tax and the higher costs incurred for certain projects.
Earnings of General Trading, Healthcare and Others declined by 90% due primarily to the lower gain of RM28.6 million arising from the disposal of non-core businesses (2008: gain of RM77.2 million) in addition to the lower operational profits and provision for impairment of investment.  
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B2. Material Changes in Profit Before Tax of the Current Quarter as Compared to the Results of the Preceding Quarter



         Quarter ended
 


      31 March 
     31 December
 %


                           2009                      2008

+/-
Plantation
143.2
139.7
+3    
Property
83.2

46.4
+79 
Industrial
187.3

189.1
-1   
Motors
23.2
75.7
-69 
Energy & Utilities
35.2
19.3
+82  
General Trading, Healthcare and Others
(10.5)
20.8
-150


           
Segment results
461.6
491.0

Unallocated corporate expenses and income
(34.8)

(96.3)


Operating profit
426.8
394.7  
+8 
Share of results of jointly controlled entities and associates
(66.5)
19.1


Profit before interest and tax
360.3
413.8  
-13 
Finance income
23.0
46.5
Finance costs
(67.8)
(64.8)


Profit before tax
315.5
395.5
-20 
Pre-tax profit of the Group for the current quarter at RM315.5 million, registered a decrease of 20% from RM395.5 million in the preceding quarter ended 31 December 2008 mainly due to the lower profits from Motors and General Trading, Healthcare and Others and higher share of loss by the jointly controlled entities and associates.
Plantation posted a marginal increase of 3% in profit largely on account of the improved results of its downstream operations due to lower feedstock cost. CPO price for the quarter was RM1,771 per tonne as compared to RM1,657 per tonne in the previous quarter.
Property registered an improved profit by 79% primarily due to the continuing success of the “Parade of Homes” campaign with its attractive sales package.
Profit from Industrial segment remained at approximately the same level as that compared to the preceding quarter.

Excluding the dividend income received in the previous quarter, the results for Motors for the current quarter was comparable with that of the previous quarter, largely due to the sustained good performance in China.  

Energy & Utilities recorded an 82% jump in profitability due particularly to the inclusion of the “One-off Contribution” for windfall tax in the preceding quarter levied on Port Dickson Power Berhad and, despite the higher operational costs for oil and gas during the current quarter.

General Trading, Healthcare and Others’ results recorded a decline of 150%, primarily due to the gain of RM28.0 million recorded in previous quarter following the divestment of Dongwha GH International Sdn Bhd and the lower profit from operations.
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B3. Prospects
The current global economic slowdown which has resulted in lower world demand for all commodities has generally adversely affected all business segments of the Group.

The lower CPO and palm kernel prices, as compared to the record high prices for the previous year, coupled with the expected lower FFB production on account of lower yield, will affect the Plantation performance whilst the uncertain market condition has undoubtedly affected the other businesses. The Group has embarked on various cost reduction measures and is driving initiatives for cost efficiency and productivity enhancement.

Against the challenges of the business environment, the Group’s performance for the current financial year will be lower than that of the previous year but satisfactory under the current market condition. 
B4.
Statement by Board of Directors on Internal Targets 
The Board of Directors has on 28 November 2008 announced the revised key performance indicators (KPI) for the financial year ending 30 June 2009 of:

a) Profit attributable to ordinary equity holders of the Company of RM1.9 billion
b)    Return on average shareholders’ equity of 8.8%



For the nine months ended 31 March 2009, the Group has achieved a profit attributable to ordinary equity holders of RM1.3 billion and a return on average shareholders’ equity of 6.2%.
The economic and market condition has not improved significantly since the KPI was announced. The Group will strive to achieve the announced KPI.
B5. Variance of Actual Profit from Profit Forecast or Profit Guarantee


Not applicable as there was no profit forecast or profit guarantee issued.
B6. Tax Expense

                                        
Quarter ended
    Three quarters ended
                                                                                                 
    31 March 
   31 March


2009
2008
  2009
    2008

In respect of the current period:


- income tax
181.0
473.5
709.3
1,100.5

- deferred tax
(31.4)
(0.9)
(79.4)
4.2



149.6
472.6
629.9
1,104.7

In respect of prior years:


- income tax
0.2
(7.0)
2.5
(6.6)



149.8
465.6
632.4
1,098.1

The effective tax rates for the current quarter and the three quarters ended 31 March 2009 were higher than the Malaysian income tax rate of 25% mainly due to certain expenses being disallowed for tax purposes and higher tax rates on income generated in certain foreign countries.
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B7. Gains/(losses) on Disposal of Unquoted Investments and Properties

The gains/(losses) on disposal of unquoted investments and properties including prepaid lease rentals are as follows:


                                                                        
         

Quarter ended
Three quarters ended

                                                                                                              
    31 March
     31 March 


2009
2008
     2009
2008

Gains/(losses) on disposal of: 

-
subsidiaries (Note A10.1)
–   
1.8 
26.5
28.6

-
associates (Note A10.1)
–
–
28.0
(1.4)


-
other investments (Note A10.1)
–
–
–
50.0


-
properties   
31.1
1.5
32.9
2.4




31.1
3.3
87.4
79.6



B8. Quoted and Marketable Securities


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

Movements:
There was no purchase and disposal of quoted and marketable securities during the three quarters ended 31 March 2009.

Balances:

                      As at  



        
       31 March 2009
Cost

88.1

Carrying value

35.8

Market value

39.3

B9. Status of Corporate Proposal

The status of corporate proposal announced but not completed as at 18 May 2009 were as follows:

a) On 30 April 2009, Hyumal Motors Sdn Bhd entered into a conditional Share Purchase Agreement (SPA) with Oriental Holdings Sdn Bhd and Lim Tiong Boon to acquire the remaining 60% equity interest in Oriental-Hyundai Sdn Bhd, for a consideration of RM19.8 million. 
Completion of the acquisition is scheduled to take place on 31 May 2009 following the fulfilment of the conditions precedent contained in the SPA
b) On 7 May 2009, Ramunia Holdings Berhad (RAHB) accepted the offer made by Sime Darby Engineering Sdn Bhd (SDE), to acquire the business and undertaking including the assets and liabilities of RAHB, for a total provisional purchase consideration of RM232.0 million.
SDE and RAHB are entering into a definitive Sale and Purchase Agreement on mutually agreed terms to be executed on or before 4 June 2009.
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B10.    Group Borrowings 












As at 31 March 2009

Long-term borrowings

 Secured
    Unsecured
Total
Term loans
72.6
2,298.2
2,370.8
 
Cumulative subordinated unconvertible redeemable  




  loan stocks
–
37.4
37.4
Murabahah Medium Term Notes
–
100.0
100.0

72.6
2,435.6
2,508.2
Short-term borrowings
Bank overdrafts 
–

44.4
44.4
Murabahah Medium Term Notes
–

1,000.0
1,000.0
Murabahah Commercial Papers
–
150.0
150.0
Portion of long-term borrowings due within one year 
7.4
29.6
37.0
Other short-term borrowings
389.5
1,588.5
1,978.0
                                             









396.9
2,812.5
3,209.4
                                        

Total borrowings
469.5
5,248.1
5,717.6

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

  Long-term
     Short-term


 borrowings
    borrowings

Ringgit Malaysia
187.4
2,335.0
Australian dollar
274.6
228.0
Chinese renminbi
–
280.6
Hong Kong dollar
–
224.0
European Union euro
       –
3.1
New Zealand dollar
–
84.5
Singapore dollar 
–
12.6       
Thailand baht

 11.4
7.9
United States dollar

2,034.8
33.5
Pacific franc
–
0.2
Total borrowings
2,508.2
3,209.4



The secured term loans and short-term borrowings are secured on property, plant and equipment and current assets of certain subsidiaries.
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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 instruments are recognised in the income statement in the same period the forward foreign exchange contract is settled. 
As at 18 May 2009, the notional amounts of forward foreign exchange contracts that were entered into as hedges for purchases and sales were RM1,143.9 million and RM1,013.8 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.

There is minimal credit risk as the above contracts are executed with creditworthy financial institutions.  
Commodity future contracts

Commodity future contracts were entered into by subsidiaries to manage exposure to adverse movements in vegetable oil prices. These contracts were entered into and continue to be held for the purpose of the receipt or delivery of the physical commodity in accordance with the Group’s expected purchase, sale or usage requirements.

Gains or losses arising from these contracts are deferred and included in the measurement of the purchase or sale transactions only upon the recognition of the anticipated transactions. 
As at 18 May 2009, there were no contracts entered into and outstanding which were held for the purpose of trading.
Interest rate swap contracts

The Group has entered into interest rate swap contracts to convert floating rate liabilities to fixed rate liabilities and vice versa to reduce the Group’s exposure from adverse fluctuations in interest rates on underlying debt instruments. The differences between the rates calculated by reference to the agreed notional principal amounts were exchanged at periodic intervals. The interest rate swap contracts as at 18 May 2009 are as follows: 

	Interest Rate Swap
	 Notional
	Effective
	Weighted Average

	 
	 Amount
	Period
	Rate per annum

	 LIBOR Range Accrual 
	USD183.75 million
	28 February 2009 to 
	4.70% - 4.80%

	
	
	29 February 2012
	

	 Plain Vanilla 
	USD131.25 million
	28 February 2009 to 
	3.20% - 3.38%

	
	
	29 February 2012
	

	 Plain Vanilla
	THB111.15 million
	7 June 2006 to
	6.38%

	
	
	25 November 2009
	

	 Plain Vanilla
	RM40 million
	19 March 2004 to
	6 month KLIBOR + 

	
	
	18 March 2011
	1.80%

	 Plain Vanilla
	USD200 million
	27 June 2009 (yet to commence) to
	4.46%

	
	
	27 December 2012
	

	 Collar arrangement
	AUD80 million
	2 July 2007 to

1 July 2010
	Floor rate 3.5%
Ceiling rate 9.5%


All off balance sheet instruments are executed with creditworthy financial institutions with a view to limit the credit risk exposure of the Group.
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B12. Material Litigation 
1. PT Adhiyasa Saranamas (PTAS) commenced a legal suit on 17 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 Court of Appeal of Jakarta and subsequently the Supreme Court (by way of cassation), and was unsuccessful in both appeals. 

On 4 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.

Through the Indonesian Embassy in Kuala Lumpur, an "aanmaning" (Dutch) dated 27 March 2009 was served on KGB to appear at the District Court in South Jakarta on 27 May 2009 in respect of the Decision on Further Review.
On 19 March 2008, KGB was served with a copy of the Writ of Summons and Statement of Claim dated 11 March 2008 where PTAS commenced legal proceedings in Malaysia against KGB to enforce the Decision on Further Review obtained in Indonesia. Trial dates will be fixed on the next case management date on 24 June 2009.
2. Berkeley Sdn Bhd (BSB) commenced a legal suit against Consolidated Plantations Berhad (CPB) for breach of a sale and purchase agreement seeking 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 9 March 2002 and BSB had appealed to the Court of Appeal on 27 March 2002. 

The Appeal came up for hearing on 7 May 2007 and was adjourned to 8 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 of up to approximately HK$107 million arising from an agency arrangement.

On 4 May 2005, Sime Winner obtained a Mareva injunction against CM2 to prevent CM2 from disposing its assets until the trial is concluded and to disclose all its assets in Hong Kong up to HK$107million. The case was fixed for trial on 16 February 2009 to 6 March 2009.
On 17 April 2009, the Court delivered its judgment in favour of Sime Winner.
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B12. Material Litigation (continued)
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 they filed appeals to the Court of Appeal against the decisions. On 20 October 2008, the Court of Appeal allowed Renault SA, TCMH and TCEC respective appeals, ie:

i)   The Court of Appeal stayed the court proceedings against Renault SA so as to refer the claim to arbitration.
ii)  The Plaintiffs’ claim against TCMH and TCEC were struck out.

On 20 November 2008, the Plaintiffs’ solicitors filed an application for leave to appeal to the Federal Court against the Court of Appeal’s decision. The application for leave to appeal has been fixed for hearing on 15 June 2009.
B13. Dividend


No dividend has been declared for the current quarter under review.
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B14. Earnings Per Share


  Quarter ended
 Three quarters ended

   31 March 
     31 March

2009
2008
2009 
2008


Basic earnings Per Share


Profit for the period attributable to ordinary 


   equity holders of the Company
150.6
1,089.6
1,296.1
2,490.8

Weighted average number 


   of ordinary shares in issue (million)

6,009.4
6,009.4
6,009.4
5,849.7

Basic earnings per share (sen)
2.51
 18.13
  21.57
 42.58




Diluted earnings per share

Profit for the period attributable to ordinary 


   equity holders of the Company
150.6
1,089.6
1,296.1
2,490.8

Interest on series B redeemable convertible


   preference shares

–
–
–
 0.3   


Adjusted profit for the period attributable to


   ordinary equity holders of the Company
150.6
1,089.6
1,296.1
2,491.1


Weighted average number 


   of ordinary shares in issue (million)

6,009.4
6,009.4
6,009.4
5,849.7

Adjustment  for dilutive effect of series B


   redeemable convertible preference share (million)
–
–
–
12.5


Adjusted weighted average number 

   of ordinary shares (million)
6,009.4
6,009.4
6,009.4
5,862.2


Diluted earnings per share (sen)
  2.51
    18.13
   21.57
   42.49


By Order of the Board

Kuala Lumpur
Norzilah Megawati Abdul Rahman
25 May 2009
Group Secretary






PAGE  
3

