 Sime Darby Posts Pre-Tax Profit of RM941 Million for 1Q FY2010/2011 

Energy & Utilities division returns to the black after two consecutive quarterly losses

KUALA LUMPUR, 26 November 2010 - Sime Darby Berhad today announced that it posted a pre-tax profit of RM941 million for the first quarter ended 30 September 2010, a decline of 4 percent over the same quarter in the previous year. The Group also announced its Headline Key Performance Indicators (KPIs) for the financial year ending 30 June 2011, wherein a target net profit after tax and minority interests of RM2.5 billion and a Return on Average Shareholders’ Funds of 11.5 percent have been set.
.  

At the press conference to announce its first quarter results today, the Group also disclosed that  the current Sime Darby Acting President and Group Chief Executive, Dato' Mohd Bakke Salleh, will be appointed President and Group Chief Executive with effect from 27 November 2010. 

DIVISIONAL PERFORMANCE 

The Plantation Division registered an operating profit of RM492 million, a decline of 22 percent compared to the same quarter in FY2009/2010, arising from lower production of fresh fruit bunches (FFB) despite the higher average Crude Palm Oil (CPO) price realised for the quarter of RM2,511 per MT compared to the same quarter in the previous year (RM2,245 per MT). FFB production, yield and oil extraction rate (OER) were lower due to the prolonged and unusually high rainfall affecting pollination processes, as well as harvesting and crop evacuation activities.  

The Motors Division, however, recorded a sterling performance for the quarter, registering an operating profit of RM151 million, a 137 percent increase over the same quarter in the previous year driven by higher sales growth in China, Malaysia, Thailand, Australia and New Zealand.

The Industrial Division reported an increase of 23 percent in operating profit to RM232 million compared to the same quarter in the previous year as a result of stronger demand for heavy equipment in Australia, Malaysia and China.
The Property Division generated operating profit of RM59 million, comparable to the same quarter in the previous year. Profit contribution from property development increased by 35% to RM56 million, from RM 41 million reported in the same period last year. However, this was offset against lower contribution from the asset management and hospitality business as previous year's result was boosted by gains from disposal of investment by an associate.  
The Energy and Utilities Division, meanwhile, returned to profitability for the quarter. It registered an operating profit of RM33 million mainly due to stronger performances from its Thailand power plant and the port operations in China. The Oil & Gas and Engineering Unit, however, registered a RM23 million loss in the quarter under review due to overhead costs. As such, this resulted in the decrease of operating profit by 50 percent compared to the same quarter last year.

Commenting on the overall results, Mohd Bakke said, “This quarter has been challenging as we have worked with great effort to restore our stakeholders’ trust and strengthen performance in all divisions. We are particularly pleased with the strong performances by the Industrial and Motors Divisions and the same can be achieved in all our businesses if we focus on the key levers.” 

On the Plantation Division’s performance, Mohd Bakke emphasised that the Group will continue to place efforts in improving operational efficiency to achieve the full potential of all the businesses. Initiatives are in place to enhance yields and to lower the cost of production in line with one of the key thrusts of the Group to maximise potential across all core businesses. 
Mohd Bakke reported that the turnaround plan for the Energy & Utilities division is on track.  Several new appointments have been made and the Division is currently on course in its  efforts to enhance project management competencies. Tighter financial and legal controls have also been put in place. 

As part of the Group’s effort to strengthen governance, it targets to implement the two-tier Board structure by 1 January 2011. The two-tier Board structure will enable a broader and deeper assessment of the Group’s main business lines as well as promote greater accountability without unduly compromising business responsiveness. “We are currently finalising the details, such as the terms of reference and members of the flagship subsidiary boards. Each subsidiary board will consist of members from the main board, senior management and industry professionals who will lend their expertise in their respective fields,” said Mohd Bakke.

He stressed that the year ahead will be crucial for the Group to deliver not just on performance targets but to win back the trust of the stakeholders. “We have noted the concerns raised by our shareholders in the recently concluded Annual General Meeting. Rest assured that the Board, senior management and I are committed in ensuring that we deliver on our shareholders’ expectations. We are only at the beginning of our journey to transform the Group. We have to remind ourselves that the only reason we exist as a company is to make profits. How we achieve it is a measure of the type of people we are. If we keep this profit agenda in mind, there is no reason why we will not be able to succeed, as long as we stay true to ourselves and the values the company upholds,” he noted.
