SIME DARBY DELIVERS PRE-TAX PROFIT OF RM1,717 MILLION FOR THE NINE-MONTH PERIOD ENDED 31 MARCH 2010  

Kuala Lumpur, Thursday, 27 May 2010:

Sime Darby Berhad reported a pre-tax profit of RM1,717 million for the nine-month period ended 31 March 2010, a decline of 13% over the same period in the previous financial year.  For the third quarter of FY2010, Sime Darby Berhad recorded a net loss of RM309 million. All core divisions of the group delivered better results but losses in the third quarter were posted in the Energy & Utilities division. The losses were a direct result of the provisions made in the division.  

PROVISIONS OF RM964 MILLION IN THE ENERGY & UTILITIES DIVISION

The Energy & Utilities division had reported an operating loss of RM1,019 million in the first nine months of the year.  This was after recording provisions for the oil & gas and engineering sub-segment in 3QFY2010 amounting to RM964 million that was announced on 13 May 2010. 

The breakdown in the provisions totaling RM964 million is as follows:

a)
RM200 million for the Qatar Petroleum (QP) project; 

b)
RM159 million for the Maersk Oil Qatar (MOQ) project; 

c)
RM155 million for the Marine project; 

d)
RM450 million for the Bakun project;

Inclusive of the above provisions, the total provision for the four projects at the end of the third quarter amounted to RM1.3 billion. These provisions are based on the current best judgment of the forecast cost to completion of each of the projects. The QP project was completed and handed over in August 2009. The MOQ project is expected to be completed by the end of the year. Negotiations on cost recovery in all four projects are ongoing.
Despite the negative impact from the Oil & Gas and Engineering sub-segment, the power and utilities sub-segments continued to perform well, registering operating profits of RM149 million in the first three quarters of FY2010 due to better operational results from the power plants in Thailand.  
CONTINUED COMMITMENT TO THE ENERGY & UTILITIES DIVISION 

Commenting on the Energy & Utilities Division, Acting Group Chief Executive Dato’ Azhar Abdul Hamid stressed that Sime Darby remains committed to the oil and gas business. He added: “Current shortcomings in the division are being actively addressed and will be overcome. All efforts are being put in place to fulfill the objective of turning this division around.”

STRONGER PERFORMANCE IN OTHER DIVISIONS

Commenting on the overall performance of the Group, Dato’ Azhar said, “Despite the issues facing the Energy & Utilities Division, Sime Darby’s other core businesses have continued to perform strongly in the nine month period ending 31 March 2010.”

The Plantation Division registered an operating profit of RM1,706 million, an increase of 45% for the first three quarters of FY2010 compared to the same period the previous year. This was principally driven by continuous improvement from Indonesian operations and higher average CPO prices realised for the first three quarters of FY2010 of RM2,277/MT compared to RM2,177/MT for the same period in the previous year. During that period, downstream operations registered a profit of RM141 million marking a swing from loss-making to profits, as it improved its performance by 222% year-on-year.

In the three quarter period under review, the Property Division continued to perform strongly with operating profit increasing by 69% to RM375 million from the same period the previous year, boosted by higher residential and commercial township sales and gain from disposal of a subsidiary.

The Industrial Division reported an operating profit of RM537 million during the period under review.  The decline of 15% year-on-year was largely attributed to lower equipment sales in Australia as customers deferred their capital expenditure during the global financial crisis in FY2009.

Continuing its sterling performance, the Motors Division registered an operating profit of RM233 million in the first three quarters of FY2010, a 71% increase over the same period in the previous year, driven by strong BMW sales in Singapore and China.
MOVING FORWARD

Dato’ Azhar confirmed that following the reviews of the internal controls and processes in the E&U Division with respect to the four projects mentioned above, steps are being taken to address deficiencies and to implement improvements not only in the Energy & Utilities Division but also across the Group. 
He also emphasised that the management believes strongly in creating value for the Group via a strong portfolio of winning businesses within a conglomerate structure.  The Group will remain focused on its five core businesses and strive to achieve operational excellence in all.

