SIME DARBY BERHAD
  



(Company No: 752404-U) 

Unaudited Condensed Consolidated Statement of Financial Position

Amounts in RM million
	
	Note
	Unaudited
As at 
31 March 2011
	
	Audited
As at 

30 June 2010

	
	
	
	
	
	(restated -
refer note 1)

	Non-current assets
	
	
	
	
	

	Property, plant and equipment
	
	
	12,726.0
	
	12,130.2

	Biological assets
	
	
	2,406.7
	
	2,417.5

	Prepaid lease rentals
	
	
	1,228.2
	
	1,290.0

	Investment properties
	
	
	468.4
	
	412.1

	Land held for property development
	
	
	825.8
	
	674.1

	Jointly controlled entities
	
	
	236.9
	
	215.9

	Associates
	
	
	723.6
	
	625.5

	Available-for-sale investments
	
	
	185.9
	
	155.1

	Intangible assets
	
	
	135.6
	
	108.9

	Deferred tax assets
	
	
	597.9
	
	613.7

	Derivatives 
	
	
	3.6
	
	–

	Trade and other receivables
	
	
	327.1
	
	314.7

	
	
	
	19,865.7
	
	18,957.7

	Current assets
	
	
	
	
	

	Inventories
	
	
	6,567.9
	
	5,216.5

	Property development costs
	
	
	2,426.7
	
	2,138.3

	Trade and other receivables
	
	
	5,779.3
	
	5,087.1

	Prepayments
	
	
	723.1
	
	581.6

	Tax recoverable
	
	
	536.0
	
	552.6

	Derivatives 
	
	
	178.5
	
	–

	Cash held under Housing Development Accounts
	
	
	576.7
	
	542.1

	Bank balances, deposits and cash
	
	
	4,165.3
	
	4,491.2

	
	
	
	20,953.5
	
	18,609.4

	Non-current assets held for sale (note 2)
	
	
	14.0
	
	10.5

	Total assets
	A7
	
	40,833.2
	
	37,577.6

	
	
	
	
	
	

	Equity
	
	
	
	
	

	Share capital
	
	
	3,004.7
	
	3,004.7

	Reserves
	
	
	19,467.1
	
	17,445.4

	Attributable to owners of the Company
	
	
	22,471.8
	
	20,450.1

	Non-controlling interests 
	
	
	726.5
	
	680.8

	Total equity
	
	
	23,198.3
	
	21,130.9

	
	
	
	
	
	

	Non-current liabilities
	
	
	
	
	

	Long-term borrowings
	B10
	
	3,939.5
	
	4,287.3

	Provisions
	
	
	38.8
	
	51.2

	Retirement benefits
	
	
	114.9
	
	113.1

	Deferred income
	
	
	165.0
	
	159.7

	Deferred tax liabilities
	
	
	471.4
	
	495.1

	Derivatives 
	
	
	34.8
	
	–

	
	
	
	4,764.4
	
	5,106.4

	Current liabilities
	
	
	
	
	

	Trade and other payables
	
	
	8,041.3
	
	7,123.4

	Deferred income
	
	
	66.5
	
	63.4

	Short-term borrowings
	B10
	
	3,154.3
	
	3,302.3

	Tax payable
	
	
	543.5
	
	331.4

	Provisions
	
	
	475.2
	
	519.8

	Dividend payable
	
	
	480.7
	
	–

	Derivatives 
	
	
	109.0
	
	–

	
	
	
	12,870.5
	
	11,340.3

	Total liabilities
	
	
	17,634.9
	
	16,446.7

	Total equity and liabilities
	
	
	40,833.2
	
	37,577.6


Unaudited Condensed Consolidated Statement of Financial Position (continued)
Amounts in RM million
	
	Note
	Unaudited

As at 

31 March 2011
	
	Audited 
As at 

30 June 2010

	
	
	
	
	
	(restated - refer note 1)

	
	
	
	
	
	

	Net assets per share attributable to 
	
	
	
	
	

	owners of the Company
	
	
	3.74
	
	3.40

	
	
	
	
	
	


	Note:
	
	
	
	
	

	1. The audited condensed consolidated statement of financial position as at 30 June 2010 was restated in accordance with the transitional provisions in the Amendments to FRS 117 – Leases, see Note A1.1(a)(iii) for  details.

	
	
	
	
	
	

	2. Non-current assets held for sale
	
	
	
	
	

	
	
	Unaudited

As at 

31 March 2011
	
	Audited 

As at 

30 June 2010

	
	
	
	
	
	(restated - refer note 1)

	
	
	
	
	
	

	Non-current assets
	
	
	
	
	

	Property, plant and equipment
	
	
	3.2
	
	4.8

	Prepaid lease rentals
	
	
	0.7
	
	0.8

	Investment properties
	
	
	3.0
	
	4.9

	Disposal group
	
	
	7.1
	
	–

	
	
	
	14.0
	
	10.5

	
	
	
	
	
	


As at the date of this report, the disposal of non-current assets and the disposal group which consists of PT T Energy (refer Note B9) are pending completion.
The unaudited Condensed Consolidated Statement of Financial Position should be read in conjunction with the accompanying explanatory notes attached to the interim financial statements and the audited financial statements for the year ended 30 June 2010. 

Unaudited Condensed Consolidated Statement of Changes in Equity
Amounts in RM million

	
	Ordinary shares
	Share premium
	Revaluation reserve
	Capital
reserve
	Legal

reserve
	Hedging reserve
	Available- for-sale reserve
	Exchange reserve
	Retained profits
	Attributable

 to owners of

 the Company
	Non-

controlling interests
	Total 
equity

	
	
	
	
	
	
	
	
	
	
	
	
	

	Three quarters ended 
31 March 2011
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	At 1 July 2010
	3,004.7
	100.6
	67.9
	6,736.3
	65.8
	–
	–
	414.5
	10,060.3
	20,450.1
	680.8
	21,130.9

	Effects of adopting FRS 139 [Note A1.1(a)(v)]
	–
	–
	–
	–
	–
	(8.8)
	68.4
	–
	(139.1)
	(79.5)
	–
	(79.5)

	At 1 July 2010 (restated)
	3,004.7
	100.6
	67.9
	6,736.3
	65.8
	(8.8)
	68.4
	414.5
	9,921.2
	20,370.6
	680.8
	21,051.4

	Total comprehensive  income for the period 
	–
	–
	–
	4.8
	–
	72.8
	6.7
	326.0
	2,351.9
	2,762.2
	98.5
	2,860.7

	Transfer between reserves
	–
	–
	–
	9.1
	1.6
	–
	–
	–
	(10.7)
	–
	–
	–

	Disposal of subsidiaries
	–
	–
	–
	–
	–
	–
	–
	–
	–
	–
	(7.3)
	(7.3)

	Dividends paid
	–
	–
	–
	–
	–
	–
	–
	–
	(180.3)
	(180.3)
	(45.5)
	(225.8)

	Dividend payable
	–
	–
	–
	–
	–
	–
	–
	–
	(480.7)
	(480.7)
	–
	(480.7)

	At 31 March 2011
	3,004.7
	100.6
	67.9
	6,750.2
	67.4
	64.0
	75.1
	740.5
	11,601.4
	22,471.8
	726.5
	23,198.3

	
	
	
	
	
	
	
	
	
	
	
	
	

	Three quarters ended 

31 March 2010
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	At 1 July 2009
	3,004.7
	100.6
	72.2
	6,744.8
	51.3
	–
	–
	728.6
	10,682.6
	21,384.8
	621.0
	22,005.8

	Total comprehensive income for the period
	–
	–
	–
	–
	–
	–
	–
	135.9
	804.2
	940.1
	108.4
	1,048.5

	Issue of shares in   subsidiaries
	–
	–
	–
	–
	–
	–
	–
	–
	–
	–
	26.0
	26.0

	Acquisition of additional  interest from owners of non-controlling interests
	–
	–
	–
	(8.0)
	–
	–
	–
	–
	–
	(8.0)
	(23.5)
	(31.5)

	Dividends paid
	–
	–
	–
	–
	–
	–
	–
	–
	(919.4)
	(919.4)
	(43.1)
	(962.5)

	Dividend payable
	–
	–
	–
	–
	–
	–
	–
	–
	(420.7)
	(420.7)
	–
	(420.7)

	At 31 March 2010
	3,004.7
	100.6
	72.2
	6,736.8
	51.3
	–
	–
	864.5
	10,146.7
	20,976.8
	688.8
	21,665.6


The unaudited Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the accompanying explanatory notes attached to the interim financial statements and the audited financial statements for the year ended 30 June 2010.
Unaudited Condensed Consolidated Statement of Cash Flows   
Amounts in RM million
	
	
	           Three quarters ended
           31 March

	
	
	2011
	
	2010

	
	
	
	
	(restated)

	
	
	
	
	

	Profit after tax
	
	2,467.9
	
	908.1

	
	
	
	
	

	Adjustments for:
	
	
	
	

	Gain on disposal of subsidiaries, a jointly controlled entity, 
an associate and other investments
	
	(14.8)
	
	(41.5)

	Gain on disposal of properties
	
	(10.6)
	
	(80.4)

	Share of results of jointly controlled entities and associates
	
	(80.5)
	
	394.3

	Finance income
	
	(108.8)
	
	(75.6)

	Finance costs
	
	248.1
	
	205.9

	Depreciation and amortisation
	
	771.1
	
	662.9

	Amortisation of prepaid lease rentals
	
	32.9
	
	37.0

	Tax expense
	
	980.0
	
	808.4

	Other non-cash items
	
	168.5
	
	110.7

	
	
	4,453.8
	
	2,929.8

	Changes in working capital:
	
	
	
	

	Inventories
	
	(1,510.5)
	
	423.9

	Property development costs
	
	(280.2)
	
	(143.4)

	Trade and other receivables and prepayments
	
	 (866.6)
	
	(67.5)

	Cash held under Housing Development Accounts
	
	(34.6)
	
	(124.5)

	Trade and other payables and provisions
	
	838.0
	
	(282.0)

	Cash generated from operations
	
	2,599.9
	
	2,736.3

	
	
	
	
	

	Tax paid
	
	(744.7)
	
	(673.1)

	Dividends from jointly controlled entities and associates 
	
	38.6
	
	43.4

	Dividends from other investments
	
	5.3
	
	35.8

	Net cash inflow from operating activities
	
	1,899.1
	
	2,142.4

	
	
	
	
	

	Investing activities
	
	
	
	

	Finance income received
	
	96.7
	
	64.7

	Purchase of property, plant and equipment
	
	(1,208.0)
	
	(1,260.9)

	Purchase of subsidiaries
	
	 (48.5)
	
	(16.8)

	Purchase/subscription of shares in associates
	
	(48.7)
	
	(12.8)

	Costs incurred on land held for property development
	
	(223.4)
	
	(25.7)

	Proceeds from sale of subsidiaries
	
	0.2
	
	84.1

	Proceeds from sale of a jointly controlled entity and an associate 
	
	9.5
	
	41.9

	Proceeds from sale of investments
	
	7.3
	
	0.1

	Proceeds from sale of property, plant and equipment
	
	68.9
	
	218.8

	Others
	
	(66.3)
	
	(38.2)

	Net cash outflow from investing activities
	
	(1,412.3)
	
	(944.8)

	
	
	
	
	

	Financing activities
	
	
	
	

	Purchase of additional interest in existing subsidiaries
	
	–
	
	(31.5)

	Proceeds from shares issued to owners of non-controlling interests
	
	–
	
	26.0

	Finance costs paid
	
	(183.4)
	
	(172.3)

	Net borrowings (repaid)/raised
	
	(364.0)
	
	1,726.8

	Dividends paid
	
	(225.8)
	
	(962.5)

	Net cash (outflow)/inflow from financing activities
	
	(773.2)
	
	586.5

	
	
	
	
	

	Net (decrease)/increase in cash and cash equivalents
	
	(286.4)
	
	1,784.1

	
	
	
	
	

	Foreign exchange differences
	
	(31.8)
	
	(79.9)

	Cash and cash equivalents at beginning of the period
	
	4,440.7
	
	3,264.7

	Cash and cash equivalents at end of the period
	
	4,122.5
	
	4,968.9

	
	
	
	
	


Unaudited Condensed Consolidated Statement of Cash Flows (continued) 
Amounts in RM million
	
	
	         Three quarters ended
                         31 March

	
	
	2011
	
	2010

	
	
	
	
	(restated)

	
	
	
	
	

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

	
	
	
	
	

	Bank balances, deposits and cash
	
	4,165.3
	
	5,012.8

	Less:
	
	
	
	

	Bank overdrafts (Note B10)
	
	(42.8)
	
	(43.9)

	
	
	4,122.5
	
	4,968.9

	
	
	
	
	


The unaudited Condensed Consolidated Statement of Cash Flows should be read in conjunction with the accompanying explanatory notes attached to the interim financial statements and the audited financial statements for the year ended 30 June 2010. 

Explanatory Notes on the Quarterly Report – 31 March 2011
Amounts in RM million unless otherwise stated
EXPLANATORY NOTES
This interim financial report is prepared in accordance with the requirements of paragraph 9.22 of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad and complies with the requirements of the Financial Reporting Standard (FRS) No. 134 – Interim Financial Reporting and other FRS issued by the Malaysian Accounting Standards Board. The interim financial report is unaudited and should be read in conjunction with the Group’s annual financial statements for the year ended 30 June 2010.

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 2010, other than as disclosed below:

1. Accounting standards and interpretations adopted in preparing this interim financial report:
a) New, revised and amendments to standards and interpretations that are effective:

	●
	FRS 3
	–
	Business Combinations

	●
	FRS 4
	–
	Insurance Contracts

	●
	FRS 7
	–
	Financial Instruments: Disclosures

	●
	FRS 101
	–
	Presentation of Financial Statements (revised)

	●
	FRS 127
	–
	Consolidated and Separate Financial Statements

	●
	FRS 139
	–
	Financial Instruments: Recognition and Measurement

	●
	IC Interpretation 9
	–
	Reassessment of Embedded Derivatives

	●
	IC Interpretation 12
	–
	Service Concession Arrangements

	●
	IC Interpretation 13
	–
	Customer Loyalty Programmes

	●
	IC Interpretation 16
	–
	Hedges of a Net Investment in a Foreign Operation

	●
	IC Interpretation 17
	–
	Distributions of Non-cash Assets to Owners

	●
	Amendments to FRS 7
	–
	Financial Instruments: Disclosures

	●
	Amendments to FRS 107
	–
	Statement of Cash Flows

	●
	Amendments to FRS 116
	–
	Property, Plant and Equipment

	●
	Amendments to FRS 117
	–
	Leases

	●
	Amendments to FRS 120
	–
	Accounting for Government Grants and Disclosure of 

   Government Assistance

	●
	Amendments to FRS 128
	–
	Investments in Associates

	●
	Amendments to FRS 131
	–
	Interests in Joint Ventures

	●
	Amendments to FRS 132
	–
	Financial Instruments: Presentation

	●
	Amendments to FRS 138
	–
	Intangible Assets

	●
	Amendments to FRS 139
	–
	Financial Instruments: Recognition and Measurement

	●
	Amendments to FRS 140
	–
	Investment Property

	●
	Amendments to IC Interpretation 9
	–
	Reassessment of Embedded Derivatives


The adoption of the above did not result in any changes to the Group’s accounting policies, results and financial position except as set out below:

i) FRS  3 – Business Combinations
The revised FRS 3 requires all acquisition related costs to be recognised as expenses as opposed to capitalising as part of the consideration for business combinations. This change in accounting policy is applied prospectively from 1 July 2010 in accordance with the transitional provisions of FRS 3.
Following the adoption of FRS 3, the acquisition related costs recognised as expenses in the three quarters under review amounted to RM1.0 million.
Explanatory Notes on the Quarterly Report – 31 March 2011

Amounts in RM million unless otherwise stated

A1.
Basis of Preparation (continued)


1. Accounting standards and interpretations adopted in preparing this interim financial report: (continued)
a)
New, revised and amendments to standards and interpretations that are effective: (continued)

ii) FRS 101 – Presentation of Financial Statements (revised)

The revised standard introduces Statement of Comprehensive Income and change the terms “Balance Sheet” and “Cash Flow Statement” to “Statement of Financial Position” and “Statement of Cash Flows”, respectively. All non-owner changes in equity are shown in a Statement of Comprehensive Income. The Group presents separately the components of profit or loss in the Statement of Profit or Loss before aggregating with other comprehensive income in the Statement of Comprehensive Income.
Other than the changes in presentation, the revised standard does not change the recognition and measurement of specific transactions and have no impact on the Group’s results and financial position.

iii) Amendments to FRS 117 – Leases
Amendments to FRS 117 remove the requirement to classify leasehold land as operating leases.  Leasehold land is classified as a finance lease if the Group bears substantially all the risks and rewards incidental to the ownership of asset. Following the amendments to the standard, the Group has reclassified certain leasehold land to property, plant and equipment and investment properties.

Comparatives are restated as follows:

	
	As previously

reported
	
	Effects of

adoption of

amendments to FRS 117
	
	As
Restated

	Balance as at 30 June 2010
	
	
	
	
	

	
	
	
	
	
	

	Non-current assets
	
	
	
	
	

	Property, plant and equipment

	10,772.7
	
	1,357.5
	
	12,130.2

	Prepaid lease rentals

	2,644.8
	
	(1,354.8)
	
	1,290.0

	Investment properties

	395.2
	
	16.9
	
	412.1

	

	
	
	
	
	

	Current assets

	
	
	
	
	

	Prepayments
	601.2
	
	(19.6)
	
	581.6


iv) FRS  127 – Consolidated and Separate Financial Statements

The revised FRS 127 introduces non-controlling interests and requires total comprehensive income to be allocated to owners of the Company and owners of non-controlling interests even if it results in non-controlling interests having a deficit balance. In accordance with the transitional provision, this change in accounting policy is applied prospectively. Past losses in excess of non-controlling interests which were absorbed by the Group up until 30 June 2010 will remain as such until the disposal of the subsidiary.

Following the adoption of FRS 127, the losses attributed to the owners of the non-controlling interests, despite being in a deficit position, amounted to RM22.9 million for the three quarters under review.
Explanatory Notes on the Quarterly Report – 31 March 2011

Amounts in RM million unless otherwise stated

A1.
Basis of Preparation (continued)

1. Accounting standards and interpretations adopted in preparing this interim financial report: (continued)
a)
New, revised and amendments to standards and interpretations that are effective: (continued)

v) FRS  139 – Financial Instruments: Recognition and Measurement

FRS 139 establishes the principles for the recognition and measurement of the Group’s financial instruments. The main changes to the recognition and measurement are as follows:

Derivatives

The Group's forward foreign exchange contracts, interest rate swap contracts and currency swap contracts were not recognised in the financial statements until settlement occurs. With the adoption of FRS 139, these derivatives are recorded in the financial statements at fair value. Gain or loss arising from changes to the fair value of the derivative is recognised in other comprehensive income unless it does not meet the conditions for the application of hedge accounting, in which case, the changes to the fair value of the derivative will be taken to profit or loss. 

Available-for-sale financial assets

Investments were stated at cost less accumulated impairment losses. With the adoption of FRS 139, investments which are not intended to be held till maturity are stated at fair value. Gains or losses arising from changes in the fair value of the available-for-sale investments are recognised in other comprehensive income. The cumulative gains or losses of an investment are transferred to profit or loss upon the disposal of the investment or when the investment is impaired. 

Investments which are intended to be held till maturity, if any, will be stated at amortised cost using the effective interest method.

Financial guarantee contracts
Financial guarantee contracts were not recognised in the financial statements unless there is high probability that the liabilities will crystalise. With the adoption of FRS 139, financial guarantee contracts are recognised at fair value adjusted for transaction costs that are directly attributable to the issuance of the guarantee. Subsequently, the financial guarantee contracts are measured at the higher of the best estimate of the expenditure required to settle the obligation at the reporting date and the amount recognised less cumulative amortisation.

Explanatory Notes on the Quarterly Report – 31 March 2011

Amounts in RM million unless otherwise stated

A1.
Basis of Preparation (continued)

1. Accounting standards and interpretations adopted in preparing this interim financial report: (continued)
a)
New, revised and amendments to standards and interpretations that are effective: (continued)

v) FRS  139 – Financial Instruments: Recognition and Measurement (continued)

In accordance with the transitional provisions, the effects of adoption of FRS 139 are adjusted against the opening balances as at 1 July 2010. Comparatives are not restated. Below are the adjustments made on 1 July 2010:

	
	Opening
balances
as at
1 July 2010
	
	Effects of
adoption of
FRS 139
	
	Opening balances
as restated

	
	
	
	
	
	

	Non-current assets
	
	
	
	
	

	   Associates
	625.5
	
	
15.8
	
	641.3

	   Available-for-sale investments 
	155.1
	
	
52.1 
	
	207.2

	   Deferred tax assets
	613.7
	
	
7.4
	
	621.1

	   Derivatives 
	–
	
	
16.9
	
	16.9

	   Trade and other receivables
	314.7
	
	(9.9)
	
	304.8

	
	
	
	
	
	

	Current assets
	
	
	
	
	

	   Trade and other receivables
	5,087.1
	
	(2.1)
	
	5,085.0

	   Derivatives 
	–
	
	
31.5
	
	31.5

	
	
	
	
	
	

	Equity

	
	
	
	
	

	   Hedging reserve
	–
	
	(8.8)
	
	(8.8)

	   Available-for-sale reserve
	–
	
	68.4
	
	68.4

	   Retained profits
	10,060.3
	
	(139.1)
	
	9,921.2

	
	
	
	
	
	

	Non-current liabilities
	
	
	
	
	

	   Deferred tax liabilities
	495.1
	
	0.1
	
	495.2

	   Derivatives 
	–
	
	
77.2
	
	77.2

	

	
	
	
	
	

	Current liabilities

	
	
	
	
	

	   Trade and other payables
	7,123.4
	
	(1.6)
	
	7,121.8

	   Derivatives 
	–
	
	115.5
	
	115.5

	
	
	
	
	
	


The fair value changes on derivatives taken directly to profit or loss for the current quarter and for the three quarters ended 31 March 2011 amounted to gains of RM50.3 million and RM91.3 million, respectively.
Explanatory Notes on the Quarterly Report – 31 March 2011

Amounts in RM million unless otherwise stated

A1.
Basis of Preparation (continued)

1. Accounting standards and interpretations adopted in preparing this interim financial report: (continued)
b) 
Amendments to standards and new interpretations that will be effective for annual period beginning on or after 1 January 2011 that has been early adopted in preparing this interim financial report:

	●
	Amendments to FRS 3
	–
	Business Combinations

	●
	Amendments to FRS 7
	–
	Financial Instruments: Disclosures 

	●
	Amendments to FRS 101
	–
	Presentation of Financial Statements

	●
	Amendments to FRS 121
	–
	The Effects of Changes in Foreign Exchange Rates

	●
	Amendments to FRS 128
	–
	Investments in Associates

	●
	Amendments to FRS 131
	–
	Interests in Joint Ventures

	●
	Amendments to FRS 132
	–
	Financial Instruments: Presentation

	●
	Amendments to FRS 134
	–
	Interim Financial Reporting

	●
	Amendments to FRS 139
	–
	Financial Instruments: Recognition and Measurements

	●
	IC Interpretation 4
	–
	Determining whether an Arrangement contains a Lease

	●
	IC Interpretation 18
	–
	Transfers of Assets from Customers

	●
	Amendments to IC Interpretations 13
	–
	Customer Loyalty Programmes


IC Interpretation 18 will be applied prospectively to transfers of assets from customers received on or after 1 January 2011.

The adoption of the above did not result in any changes to the Group’s accounting policies, results and financial position.

c)
New and amendments to interpretations that will be effective for annual period beginning on or after 1 July 2011 that has been early adopted in preparing this interim financial report:

	 ●
	IC Interpretation 19
	–
	Extinguishing Financial Liabilities with Equity

   Instruments 

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

   Minimum Funding Requirements and their 

   Interaction


The adoption of the above did not result in any changes to the Group’s accounting policies, results and financial position.

2. Accounting standard and interpretation that have yet to be adopted in preparing this interim financial report:
Revised standard and new interpretation that will be effective for annual period beginning on or after 1 January 2012:

	●
	FRS 124
	–
	Related Party Disclosures

	●
	IC Interpretation 15
	–
	Agreements for the Construction of Real Estate (replaces FRS 201 – Property Development Activities)


FRS 124 simplifies the definition of related party and provides partial exemption from disclosures for government-related entities instead of full exemption.
IC Interpretation 15 addresses the accounting for revenue and associated expenses by entities that undertake the construction of real estate. Percentage of completion method is used in revenue recognition if the buyer is able to specify the major structural elements of the design of real estate and the Group merely provides construction services, or control and significant risks and rewards of ownership is transferred as work progresses. Otherwise, completed contract method is to be used. 

Currently, the Group adopts the percentage of completion method in revenue recognition. The deliberations on the implementation of IC Interpretation 15 are currently ongoing. Pending the conclusion of the deliberations, the Group is not in a position to disclose the effect of the adoption of IC Interpretation 15 on its financial statements.
Explanatory Notes on the Quarterly Report – 31 March 2011

Amounts in RM million unless otherwise stated

A2. Seasonal or Cyclical Factors
The Group’s operations are not materially affected by seasonal or cyclical factors except for the production of fresh fruit bunches in the Plantation Division which may be affected by the vagaries of weather.
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, save as that disclosed in Notes B1(e) and B2(e), that have a material effect on the results for the current quarter under review. 
A5. Debt and Equity Securities
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 single tier dividend of 3.0 sen per share for the financial year ended 30 June 2010 amounting to RM180.3 million was paid on 15 December 2010.

An interim single tier dividend of 8.0 sen per share for the financial year ending 30 June 2011 amounting to RM480.7 million was paid on 11 May 2011.
Explanatory Notes on the Quarterly Report – 31 March 2011
Amounts in RM million unless otherwise stated
A7. Segment Information
The Group has six reportable segments, which are the Group’s strategic business units. The strategic business units offer different products and services, and are managed separately. For each of the strategic business units, the Group Chief Executive Officer reviews the internal management reports on a monthly basis.

	
	
	Plantation 
	Property
	Industrial
	Motors
	Energy & Utilities
	Healthcare & Others
	Corporate expense
	Elimination
	Total

	
	
	
	
	
	
	
	
	

	Three quarters ended 31 March 2011
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Segment revenue:
	
	
	
	
	
	
	
	
	
	

	External 
	
	9,143.6
	1,233.5
	6,987.0
	10,237.3
	1,667.3
	395.3
	–
	–
	29,664.0

	Inter-segment 
	
	1.0
	25.0
	40.1
	23.6
	6.3
	11.8
	–
	(107.8)
	–

	
	
	9,144.6
	1,258.5
	7,027.1
	10,260.9
	1,673.6
	407.1
	–
	(107.8)
	29,664.0

	
	
	
	
	
	
	
	
	

	Segment results:
	
	
	
	
	
	
	
	
	
	

	Operating profit
	
	1,994.2
	185.5
	682.8
	433.9
	215.1
	19.5
	(24.3)
	–
	3,506.7

	Share of results of jointly controlled entities and associates
	
	15.9
	24.5
	16.5
	7.5
	4.4
	11.7
	–
	–
	80.5

	Profit before interest and tax
	
	2,010.1
	210.0
	699.3
	441.4
	219.5
	31.2
	(24.3)
	–
	3,587.2

	
	
	
	
	
	
	
	
	


	Three quarters ended 31 March 2010
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Segment revenue:
	
	
	
	
	
	
	
	
	
	

	External 
	
	7,981.5
	1,196.3
	5,960.3
	7,069.4
	1,156.8
	375.5
	–
	–
	23,739.8

	Inter-segment 
	
	2.5
	25.8
	34.1
	22.7
	6.8
	11.2
	–
	(103.1)
	–

	
	
	7,984.0
	1,222.1
	5,994.4
	7,092.1
	1,163.6
	386.7
	–
	(103.1)
	23,739.8

	
	
	
	
	
	
	
	
	
	
	

	Segment result:
	
	
	
	
	
	
	
	
	
	

	Operating profit/(loss)
	
	1,706.9
	340.0
	531.4
	224.8
	(569.8)
	71.6
	(63.8)
	–
	2,241.1

	Share of results of jointly controlled entities and associates
	
	(1.4)
	34.8
	5.3
	7.8
	(449.5)
	8.7
	–
	–
	(394.3)

	Profit/(loss) before interest and tax
	
	1,705.5
	374.8
	536.7
	232.6
	(1,019.3)
	80.3
	(63.8)
	–
	1,846.8

	
	
	
	
	
	
	Note 1
	
	
	
	


Note:
1. The loss in the previous year was mainly due to losses in the fabrication and engineering projects, see Note B1(e).
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A7. Segment Information (continued)

	
	
	Plantation 
	Property
	Industrial
	Motors
	Energy & Utilities
	Healthcare & Others
	Corporate 
	Elimination
	Total

	
	
	
	
	
	
	
	
	
	
	

	As at 31 March 2011
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Segment assets
	
	
	
	
	
	
	
	
	
	

	Operating assets
	
	13,836.5
	6,773.5
	7,101.3
	5,368.7
	3,651.7
	729.2
	1,309.2
	(45.3)
	38,724.8

	Jointly controlled entities and associates
	
	468.2
	406.0
	112.1
	61.0
	(132.6)
	45.8
	–
	–
	960.5

	Non-current assets held for sale
	
	–
	3.0
	7.8
	–
	–
	3.2
	–
	–
	14.0

	
	
	14,304.7
	7,182.5
	7,221.2
	5,429.7
	3,519.1
	778.2
	1,309.2
	(45.3)
	39,699.3

	Tax assets
	
	
	
	
	
	
	
	
	
	1,133.9

	Total assets
	
	
	
	
	
	
	
	
	
	40,833.2

	
	
	
	
	
	
	
	
	
	
	

	As at 30 June 2010
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Segment assets
	
	
	
	
	
	
	
	
	
	

	Operating assets
	
	12,871.4
	6,622.5
	5,580.4
	4,469.2
	3,311.2
	725.1
	2,015.1
	(35.5)
	35,559.4

	Jointly controlled entities and associates
	
	446.6
	390.2
	59.8
	61.6
	(146.2)
	29.4
	–
	–
	841.4

	Non-current assets held for sale
	
	–
	4.9
	–
	2.4
	–
	3.2
	–
	–
	10.5

	
	
	13,318.0
	7,017.6
	5,640.2
	4,533.2
	3,165.0
	757.7
	2,015.1
	(35.5)
	36,411.3

	Tax assets
	
	
	
	
	
	
	
	
	
	1,166.3

	Total assets
	
	
	
	
	
	
	
	
	
	37,577.6
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A8.     Capital Commitments

Authorised capital expenditure not provided for in the interim financial report are as follows:

	
	As at
31 March 2011
	As at

30 June 2010

	
	
	
	
	

	Property, plant and equipment
:
	
	
	
	

	− contracted
	
	698.1
	
	632.6

	− not contracted

	
	1,319.6
	
	3,113.7

	
	
	2,017.7
	
	3,746.3

	Business combination and others
	
	
	
	

	− not contracted
	
	132.3
	
	1,563.8

	
	
	2,150.0
	
	5,310.1


A9.
Significant Related Party Transactions

Recurrent related party transactions conducted during the three quarters ended 31 March 2011 pursuant to a shareholders’ mandate obtained at the last Annual General Meeting are as follows:

	
	
	Three quarters ended

	
	
	31 March

	
	
	2011
	
	2010

	
	
	
	
	

	Purchase of chemicals and fertilisers from Chemical Company of Malaysia Berhad and its subsidiaries (CCM group)
	
	51.9
	
	54.6


The substantial shareholders of the Company, namely Permodalan Nasional Berhad and Amanah Raya Nominees Tempatan Sdn Bhd – Skim Amanah Saham Bumiputera, are substantial shareholders of CCM group.

Other significant related party transactions are as follows:

	
	
	Three quarters ended

	
	
	31 March

	
	
	2011
	
	2010

	a. Transaction with jointly controlled entity
	
	
	
	

	Tolling fees and sales to Emery Oleochemicals (M) Sdn Bhd and its related companies
	
	6.6
	
	7.2

	
	
	
	
	

	b. Transactions with associates
	
	
	
	

	Forwarding services from KN Sime Logistics Sdn Bhd
	
	5.5
	
	-

	Purchase of natural latex from Muang Mai Guthrie Co Ltd
	
	1.2
	
	-

	Rental of land from Seriemas Development Sdn Bhd
	
	10.7
	
	9.6

	
	
	
	
	

	c. Transactions between subsidiaries and their significant owners of non-controlling interests
	
	
	
	

	Turnkey works rendered by Brunsfield Engineering Sdn Bhd to Sime Darby Brunsfield Holding Sdn Bhd and its subsidiaries, companies in which Dato’ Dr Ir Gan Thian Leong and Encik Mohamad Hassan Zakaria have equity interests
	
	485.4
	
	212.5
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A9.
Significant Related Party Transactions (continued)

Other significant related party transactions are as follows: (continued)

	
	
	Three quarters ended

	
	
	31 March

	
	
	2011
	
	2010

	
	
	
	
	

	c. Transactions between subsidiaries and their significant owners of non-controlling interests (continued)
	
	
	
	

	Sales of goods and performance of services to Gunnebo Holdings APS and its related companies, a shareholder of Chubb Malaysia Sendirian Berhad
	
	7.3
	
	8.0

	Royalty payment to and procurement of Completely Knocked-Down packs, Completely Built-Up cars and ancillary services from Hyundai Motor Company and its related companies, a shareholder of Inokom Corporation Sdn Bhd
	
	63.3
	
	27.8

	Purchase of used vehicle from Mr Tan Kok Peng, a close family member of a shareholder of Performance Premium Selection Limited
	
	2.3
	
	-

	
	
	
	
	

	d. Transaction with director
	
	
	
	

	Sale of residential property to a director who has since retired on 16 November 2010
	
	4.3
	
	0.1


A10.
Material Events Subsequent to the End of the Financial Period

There was no material event subsequent to the end of the current quarter under review to 19 May 2011, being a date not earlier than 7 days from the date of issue of the quarterly report.

A11.
Effect of Significant Changes in the Composition of the Group

1. Disposals
Disposals during the three quarters under review include the following:

a) On 30 September 2010, Sime Darby International Investments Limited completed the disposal of its entire 40% equity interest in Leverian Holdings Pte Ltd (LHPL) for a total consideration of USD3.0 million. LHPL is an investment holding company with 100% equity interest in both Bangladesh Edible Oil Ltd and Intertrade (Bangladesh) Pte Ltd.

b) On 1 November 2010, Sime Darby Energy Sdn Bhd completed the disposal of its 60% equity interest in Sime Darby Brunsfield Engineering Sdn Bhd for a total consideration of RM60.

c) On 1 November 2010, Sime Darby Utilities Sdn Bhd completed the disposal of its 51% equity interest in both Sime Darby Nautical Sdn Bhd and Sime Darby EcoSystems Sdn Bhd for a total consideration of RM102.

d) On 1 November 2010, Sime Darby Water Resources Sdn Bhd completed the disposal of its 50% equity interest in IWS Management Sdn Bhd for a total consideration of RM3,318.

e) On 16 February 2011, Weifang Sime Darby Port Co Ltd (WSDP) completed the disposal of 2% of its equity interest in both Weifang Sime Darby Tugboat Services Co Ltd (WSDT) and Weifang Sime Darby Dredging Project Co Ltd (WSDDP) for a total consideration of RMB630,000. The disposals have resulted in the reduction of WSDP’s equity interest in both WSDT and WSDDP from 51% to 49%.
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A11.
Effect of Significant Changes in the Composition of the Group (continued)
1. Disposals (continued)
The effect of disposals of the above and quoted investments on the results of the Group is as follows:

	
	Quarter ended
	
	Three quarters ended

	
	31 March
	
	31 March

	
	2011
	
	2010
	
	2011
	
	2010

	Gain on disposal of:
	
	
	
	
	
	
	

	Unquoted subsidiaries (Note B7)
	–
	
	–
	
	*
	
	37.7

	Unquoted jointly controlled entity (Note B7)
	–
	
	–
	
	*
	
	–

	Unquoted associate (Note B7)
	–
	
	–
	
	9.3
	
	3.8

	Quoted investments (Note B8)
	–
	
	–
	
	5.5
	
	–

	
	–
	
	–
	
	14.8
	
	41.5


* The gain on disposal of unquoted subsidiaries and jointly controlled entity as stated in Note A11.1(b) to 1(d) above are less than RM0.1 million.

2. Acquisitions

Acquisitions during the three quarters under review include the following:

a) On 1 July 2010, Hastings Deering (Australia) Ltd acquired 30.6% and 29.4% of the issued shares of Sitech Construction Systems Pty Ltd (SCSPL) and Ultimate Positioning Group Pty Ltd (UPGPL) for AUD5.2 million and AUD7.7 million respectively. The principal activities of SCSPL are sale and servicing of Trimble Technology construction products and the principal activities of UPGPL are sales, hire, service and repair of Trimble surveying equipment to the construction, mapping and geographic information system and surveying sectors.

b) On 13 November 2010, Sime Darby Energy Sdn Bhd acquired 40% of the issued shares of Mustang Sime Darby Sdn Bhd (MSD) for RM4. The principal activities of MSD are provision of project management, construction management and engineering services to the oil and gas industry.

c) On 18 March 2011, Sime Darby Eastern Investments Private Limited acquired 100% of the issued shares of Haynes Mechanical Pty Ltd (HM), AC Haynes Investments Pty Ltd (ACHI) and DG Nominees Pty Ltd (DGN) for a consideration of up to AUD19.6 million. The principal activities of HM, ACHI and DGN are labour hire/contracting, mining machinery parts service and repair as well as crane hire businesses, with labour hire being the largest revenue contributor.
3. Establishment of new companies

Companies established during the three quarters under review include the following:

a) On 15 October 2010, Guangzhou Sime Darby SITECH Dealers Company Limited (GZSDSD) was established with a registered capital of RMB1.0 million wholly held by The China Engineers (South China) Limited. The principal activities of GZSDSD will be wholesale, import and export, installation, rental and provision of related technical and maintenance services of project management systems, machine control, instruments and meters and mapping products.

b) On 15 October 2010, SCI Sime Darby Invest NC (SCI) was established with a paid up share capital of 100,000 Francs XPF divided into 10,000 shares of 10 Francs XPF each, of which 9,999 shares are held by Caltrac SAS and 1 share is held by Mr Scott William Cameron. The principal activities of SCI will be the acquiring and holding of a block of land to support future planned growth in New Caledonia.
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A11.
Effect of Significant Changes in the Composition of the Group (continued)

3. Establishment of new companies (continued)

c) On 1 December 2010, Sime Darby CEL Machinery (Hunan) Company Limited (SDCMH) was established with a registered capital of USD0.75 million wholly held by The China Engineers (South China) Limited. The principal activities of SDCMH will be the manufacturing and processing of mining and construction equipment, electricity generator sets, agricultural machinery, special transportation machinery and related parts; the wholesale, retail and import and export sales, the provision of after-sale maintenance, consultancy and rental services of the above named products.

d) On 16 March 2011, Sime Darby Property (Weifang) Limited (SDPWL) was incorporated with a paid-up share capital of HKD100 wholly held by Sime Darby Property Berhad. The principal activity of SDPWL will be investment holding.
A12.
Contingent Liabilities – unsecured


a)
Guarantees

In the ordinary course of business, the Group may issue 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 fulfil its contractual obligations. 

The performance guarantees and financial guarantees are as follows:

	
	As at 

19 May 2011 
	
	As at 

30 June 2010

	Performance guarantees and advance payment

  guarantees to customers of:
	
	
	

	- a jointly controlled entity
	1,860.6
	
	1,860.6

	- the Group
	
	7,194.4   
	
	8,128.2

	Guarantees in respect of credit facilities granted to:
	
	
	

	- certain associates
	
	47.4        
	
	14.5

	- plasma stakeholders
	
	133.4      
	
	135.0

	
	
	9,235.8   
	
	10,138.3


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 19 May 2011, the Group received counter-indemnities amounting to RM1,870.1 million (30 June 2010: RM1,863.3 million).

b)
Claims

	
	As at 

19 May 2011
	As at 

  30 June 2010

	
	
	
	
	

	Claims pending against subsidiaries
	
	41.0  
	
	19.9


The claims include disputed taxes, supply of goods and services and compensation for dispute over land and breach of contracts.
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B.
EXPLANATORY NOTES PURSUANT TO PARAGRAPH 9.22 OF THE MAIN MARKET LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

B1. Review of Group Performance 

	
	
	       Three quarters ended

           31 March
	    %

	
	
	2011
	
	2010
	    +/(-)

	
	
	
	
	
	

	Plantation 
	
	2,010.1
	
	1,705.5
	17.9

	Property
	
	210.0
	
	374.8
	(44.0)

	Industrial
	
	699.3
	
	536.7
	30.3

	Motors
	
	441.4
	
	232.6
	89.8

	Energy & Utilities
	
	219.5
	
	(1,019.3)
	121.5

	Healthcare 
	
	19.1
	
	15.7
	21.7

	Others
	
	12.1
	
	64.6
	(81.3)

	Segment results
	
	3,611.5
	
	1,910.6
	89.0

	Exchange gain:
	
	
	
	
	

	Unrealised 
	
	41.2
	
	11.4
	

	Realised 
	
	2.7
	
	2.0
	

	Corporate expense
	
	(68.2)
	
	(77.2)
	

	Profit before interest and tax
	
	3,587.2
	
	1,846.8
	94.2

	Finance income
	
	108.8
	
	75.6
	

	Finance costs
	
	(248.1)
	
	(205.9)
	

	Profit before tax
	
	3,447.9
	
	1,716.5
	100.9

	Tax expense
	
	(980.0)
	
	(808.4)
	

	Profit for the period
	
	2,467.9
	
	908.1
	171.8

	Non-controlling interests
	
	(116.0)
	
	(103.9)
	

	Profit after tax and non-controlling interests
	
	2,351.9
	
	804.2
	192.5


The pre-tax profit of the Group for the three quarters ended 31 March 2011 increased by more than twofold, to RM3,447.9 million against RM1,716.5 million registered in the corresponding period of the previous year. The profit after tax and non-controlling interests at RM2,351.9 million rose by 192.5% from that of the previous year. 
All Divisions except Property posted improved performance.
a) Plantation

Contribution from Plantation improved by 18% due primarily to the higher average crude palm oil (CPO) price realised of RM2,828 per tonne as compared to RM2,277 per tonne in the corresponding period of the previous year. The higher CPO price realised mitigated the effects of lower fresh fruit bunches (FFB) production and lower oil extraction rate (OER).
Changing cropping pattern and high rainfall were the main underlying factors for the decline in the Group’s FFB production and OER of 2.4% and 2.7%, respectively.
The downstream operations registered a loss of RM47.1 million due to a provision for impairment of RM96.1 million in respect of the biodiesel and bioganic assets. The operations is also affected by smaller refining margins as a result of higher feedstock costs and narrowing price spread between CPO and refined products. Excluding the provision for impairment, downstream operations registered a profit of RM49.0 million as compared to the previous year’s profit of RM83.5 million.
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B1. Review of Group Performance (continued)

b) Property

Contribution from Property declined by 44% due mainly to the lower sales of high margin products and the write off of costs incurred of RM33.0 million on a development project. Included in the results of the previous year was the gain on disposal of a subsidiary of RM37.5 million.
c) Industrial

Profit from Industrial posted a 30% improvement largely on account of strong sales in Australia/Pacific Islands and Malaysia and better price realisations in all regions.
d) Motors
Motors continued its sterling performance with a 90% increase in profits from that of the previous year, attributable to the robust demand in all regions, largely generated by new models produced by BMW, Hyundai and Ford.

e) Energy & Utilities
Energy & Utilities registered a profit of RM219.5 million against the loss of RM1,019.3 million recorded in the previous year. The performance for the current period was mainly due to the write back of RM98.5 million of provision following the signing of the Close-Out Agreement with Maersk Oil Qatar. Earnings from the Power sector has remained consistent whilst better returns were reported from the Port operations in China. The results of the previous year included a loss of about RM1.3 billion in four projects in the Oil & Gas sector.
f) Healthcare & Others
Healthcare’s results continued to grow with the increase in outpatient visits and higher contribution from the education sector. For the other businesses, profit declined by 81% due to the impairment provision of RM24.3 million on an investment in the current period against a reversal of impairment on an associate of RM17.0 million and dividend income of RM12.0 million in the previous corresponding period.
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B2. Material Changes in Profit for the Current Quarter as Compared to the Results of the Preceding Quarter
	
	
	Quarter ended
	

	
	31 March
	31 December 
	%

	
	
	2011
	
	2010
	+/(-)

	
	
	
	
	
	

	Plantation 
	
	682.6
	
	835.5
	(18.3)

	Property
	
	77.9
	
	73.4
	6.1

	Industrial
	
	243.5
	
	223.5
	8.9

	Motors
	
	164.6
	
	125.6
	31.1

	Energy & Utilities
	
	146.7
	
	39.7
	269.5

	Healthcare
	
	6.2
	
	5.6
	10.7

	Others
	
	18.4
	
	(7.6)
	342.1

	Segment results
	
	1,339.9
	
	1,295.7
	3.4

	Exchange gain/(loss):
	
	
	
	
	

	Unrealised 
	
	(2.2)
	
	12.6
	

	Realised 
	
	2.7
	
	-
	

	Corporate expense
	
	(27.2)
	
	(20.4)
	

	Profit before interest and tax
	
	1,313.2
	
	1,287.9
	2.0

	Finance income
	
	36.9
	
	37.3
	

	Finance costs
	
	(83.8)
	
	(84.2)
	

	Profit before tax
	
	1,266.3
	
	1,241.0
	2.0

	Tax expense
	
	(409.2)
	
	(318.1)
	

	Profit for the period
	
	857.1
	
	922.9
	(7.1)

	Non-controlling interests
	
	(37.0)
	
	(45.8)
	

	Profit after tax and non-controlling interests
	
	820.1
	
	877.1
	(6.5)


For the current quarter under review, the Group achieved a higher profit before tax of RM1,266.3 million as against RM1,241.0 million in the preceding quarter due primarily to the higher contribution from all divisions except Plantation. Profit after tax and non-controlling interests was however lower by 6.5% on account of the higher tax expense.
a) Plantation

Plantation reported an 18% decline in profit due to lower FFB production, lower OER and an impairment for biodiesel and bioganic assets of RM73.9 million. The CPO price realised for the quarter was RM3,142 per tonne as compared to RM2,835 per tonne in the preceding quarter. Compared to that of the previous quarter, overall FFB production fell by 14%, Malaysia by 12% and Indonesia by 17%.
b) Property

Contribution from Property was up by 6% due to the higher progress billings in the Group’s residential and commercial townships as compared to that of the preceding quarter.

c) Industrial

Contribution from Industrial registered a 9% improvement due to the higher sales in equipment and product services in Australia and China. The division’s operations in Australia posted a very strong recovery boosted by delivery of equipments deferred following the severe Queensland floods during December 2010 to January 2011.

d) Motors
For the current quarter, Motors posted a higher profit by 31% largely due to the better performance in China driven by the buoyant demand in its automotive market.
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B2. Material Changes in Profit for the Current Quarter as Compared to the Results of the Preceding Quarter (continued)

e) Energy & Utilities

Energy & Utilities’ profit for the current quarter was higher by 270% principally on account of the write back of RM98.5 million of provision following the signing of the Close-Out Agreement with Maersk Oil Qatar in March 2011.
f) Healthcare & Others

Healthcare’s profit improved marginally while Others registered a profit of RM18.4 million as compared to a loss of RM7.6 million in the preceding quarter. The turnaround in the latter’s results was mainly due to the higher share of profits from associates in the current quarter and the inclusion of an impairment provision of RM21.2 million on an investment in the preceding quarter.

B3. Prospects
For the remaining period of the current financial year, the Plantation division is expected to record higher earnings as CPO prices have continued to remain favourable and FFB production has improved as compared to that in January and February 2011.
Despite the severe Queensland floods during December 2010 to January 2011, the Industrial division is expected to achieve improved results as operations in Australia have recovered swiftly and have been further boosted by the continued strong demand in China and Malaysia. The Motors division’s performance is expected to continue to benefit from the robust growth in all regions of its operations. 
Property division results are expected to improve in the last quarter due to the new launches in the various townships.
In the Energy & Utilities division, the Oil & Gas sector continued to remain challenging whilst the Power and Port sectors will continue to generate positive contribution.

The Healthcare division is expected to maintain its steady performance.

Overall, barring unforeseen circumstances, the directors are optimistic that the Group’s results for the current financial year would improve significantly over that of the previous year.
B4.
Statement by Board of Directors on Internal Targets 


The Group’s key performance indicators (KPI) for the financial year ending 30 June 2011 as approved by the Board of Directors on 26 November 2010 and the results of the Group for the three quarters ended 31 March 2011 are as follows:

	
	Target 

Year ending 

30 June 2011
	Actual
 Three quarters ended

31 March 2011

	
	
	
	

	Profit attributable to owners of the Company (RM million)
	2,500.0
	
	2,351.9

	Return on average shareholders' equity (%)
	11.5
	
	11.0


For the nine months ended 31 March 2011, the profit attributable to owners of the Company and the return on average shareholders’ equity achieved by the Group are approximately 94.1% and 95.7% respectively of its targets.

The Board of Directors is confident of the Group surpassing both targets for the financial year ending 30 June 2011 underpinned by the higher CPO prices realised and the strong demand for the products of the Industrial and Motors Divisions.
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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

	
	2011
	
	2010
	
	2011
	
	2010

	In respect of the current period:
	
	
	
	
	
	
	

	- current tax
	350.0
	
	229.3
	
	943.8
	
	774.0

	- deferred tax
	3.9
	
	(9.7)
	
	(21.1)
	
	21.0

	
	353.9
	
	219.6
	
	922.7
	
	795.0

	In respect of prior years:
	
	
	
	
	
	
	

	- current tax
	20.9
	
	2.3
	
	22.8
	
	(0.2)

	- deferred tax
	34.4
	
	6.7
	
	34.5
	
	13.6

	
	409.2
	
	228.6
	
	980.0
	
	808.4


The effective tax rates for the current quarter and the three quarters ended 31 March 2011 are higher than the Malaysian income tax rate of 25% due mainly to certain expenses being disallowed for tax purposes and the underprovision of tax in prior years.
B7. Gains on Disposal of Unquoted Investments and Properties

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

	
	Quarter ended
	
	Three quarters ended

	
	31 March
	
	31 March

	
	2011
	
	2010
	
	2011
	
	2010

	
	
	
	
	
	
	
	

	Gains on disposal of: 
	
	
	
	
	
	
	

	- subsidiaries
	–
	
	–
	
	*
	
	37.7

	- jointly controlled entity
	–
	
	–
	
	*
	
	–

	- associate
	–
	
	–
	
	9.3
	
	3.8

	- unquoted investment
	–
	
	–
	
	–
	
	*

	- properties   
	5.9
	
	22.7
	
	10.6
	
	80.4

	
	5.9
	
	22.7
	
	19.9
	
	121.9


* The gain on disposal of unquoted subsidiaries and a jointly controlled entity is less than RM0.1 million. The unquoted investment was disposed at its carrying amount, accordingly no gain or loss was recorded.
B8. Quoted and Marketable Securities


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

Movements during:
	
	
	Quarter ended

31 March 2011
	Three quarters ended 

31 March 2011

	Total purchases
	
	
	–
	
	
	–

	Total sale proceeds
	
	
	–
	
	
	7.3

	Total gain on disposals
	
	
	–
	
	
	5.5
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B8.
Quoted and Marketable Securities (continued)

Balances:
	
	
	
	
	As at

31 March 2011

	Cost
	
	
	
	
	86.1

	Carrying value / market value
	
	
	48.2


B9. Status of Corporate Proposal
The corporate proposal announced but not completed as at 19 May 2011, being a date not earlier than 7 days from the date of issue of the quarterly report is as follow:
On 11 March 2011, Sime Darby Industrial Sdn Bhd (SDI) entered into a Shares Sale and Purchase Agreement for the disposal of its entire 70% equity interest in PT T Energy (PTTE) for a total consideration of RM250,000 and the settlement of an inter-company balance of RM3.15 million by the Purchaser on behalf of PTTE. The completion of the disposal is conditional upon inter alia, the commissioning of a particular compressor by SDI in favour of PTTE and the settlement by the Purchaser of the sale consideration and inter-company balance.

B10. 
Group Borrowings 








	
	
	As at 31 March 2011

	Long-term borrowings
	
	Secured
	
	Unsecured
	
	Total

	
	
	
	
	
	
	

	Term loans
	
	123.9
	
	1,815.6
	
	1,939.5

	Islamic Medium Term Notes
	
	–
	
	2,000.0
	
	2,000.0

	
	
	123.9
	
	3,815.6
	
	3,939.5

	
	
	
	
	
	
	

	Short-term borrowings
	
	
	
	
	
	

	
	
	
	
	
	
	

	Bank overdrafts
	
	–
	
	42.8
	
	42.8

	Portion of term loans due within one year
	
	–
	
	413.8
	
	413.8

	Unconvertible redeemable loan stocks due within one year
	
	–
	
	12.4
	
	12.4

	Revolving credits, trade facilities and other short-term borrowings
	
	610.2
	
	2,075.1
	
	2,685.3

	
	
	610.2
	
	2,544.1
	
	3,154.3

	Total borrowings
	
	734.1
	
	6,359.7
	
	7,093.8


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

	
	
	Long-term
	
	Short-term
	
	

	
	
	borrowings
	
	borrowings
	
	Total

	
	
	
	
	
	
	

	Ringgit Malaysia
	
	2,110.0
	
	2,105.0
	
	4,215.0

	Australian dollar
	
	168.1
	
	206.7
	
	374.8

	Chinese renminbi
	
	–
	
	339.5
	
	339.5

	European Union euro
	
	–
	
	21.6
	
	21.6

	New Zealand dollar
	
	–
	
	77.5
	
	77.5

	Pacific Franc
	
	8.0
	
	–
	
	8.0

	Singapore dollar 
	
	–
	
	14.6
	
	14.6

	Thailand baht
	
	24.0
	
	33.0
	
	57.0

	United States dollar
	
	1,629.4
	
	356.4
	
	1,985.8

	Total borrowings
	
	3,939.5
	
	3,154.3
	
	7,093.8
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B10.
Group Borrowings (continued)

The borrowings are secured by fixed and floating charges over investment property, property development projects and other assets of certain subsidiaries.
B11. Financial Instruments and Realised and Unrealised Profits or Losses
a)
Derivative Financial Instruments

The Group uses forward foreign exchange contracts, interest rate swap contracts and currency swap contracts to manage its exposure to various financial risks. The fair values of these derivatives as at 31 March 2011 are as follows:

	
	Classification in Statement of Financial Position 
	
	

	
	Assets
	
	Liabilities
	
	Net Fair
Value

	
	Non-current
	Current
	
	Non-current
	Current
	
	

	
	
	
	
	
	
	
	

	Forward foreign exchange contracts
	3.6
	178.5
	
	–
	(56.3)
	
	125.8

	Interest rate swap contracts
	–
	–
	
	(34.8)
	(52.7)
	
	(87.5)

	
	3.6
	178.5
	
	(34.8)
	(109.0)
	
	38.3


There is no change to the type of derivative financial contracts entered into, cash requirements of the derivatives, risk associated with the derivatives and the risk management objectives and policies to mitigate these risks since the last financial year ended 30 June 2010. The changes to the accounting policies following the adoption of the FRS 139 are described in Note A1.1(a)(v).

The description, notional amount and maturity profile of each derivative are shown below:

Forward foreign exchange contracts

Forward foreign exchange contracts were entered into by subsidiaries in currencies other than their functional currency in order to manage exposure to fluctuations in foreign currency exchange rates on specific transactions. 

The forward foreign currency contracts are stated at fair value, using the prevailing market rates. All changes in fair value of the forward foreign currency contracts are recognised in the other comprehensive income statement unless it does not meet the conditions for the application of hedge accounting, in which case, the changes to the fair value of the derivatives are taken to profit or loss. 

As at 31 March 2011, the notional amount, fair value and maturity periods of the forward foreign exchange contracts are as follows:

	
	Notional Amount
	
	Fair Value Assets

	
	
	
	

	- less than 1 year
	4,198.3
	
	122.2

	- 1 year to 3 years
	45.6
	
	3.6

	
	4,243.9
	
	125.8
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B11. Financial Instruments and Realised and Unrealised Profits or Losses (continued)
a)
Derivative Financial Instruments (continued)

Interest rate swap contracts

The Group has entered into interest rate swap contracts to convert floating rate liabilities to fixed rate liabilities 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. All changes in fair value during the period are recognised in the other comprehensive income statement unless it does not meet the conditions for the application of hedge accounting, in which case, the changes to the fair value of the derivatives are taken to profit or loss.

The interest rate swap contracts as at 31 March 2011 are as follows: 

	
	Notional
	
	Weighted Average

	Interest Rate Swap
	Amount
	Expiry Date
	Rate per annum

	LIBOR Range Accrual 
	USD78.8 million
	29 August 2012
	4.70% - 4.80%

	Plain Vanilla 
	USD536.3 million
	up to 27 December 2012
	3.20% - 4.72%



As at 31 March 2011, the notional amount, fair value and maturity periods of the interest rate swap contracts are as follows:

	
	
	Notional 

Amount
	
	Fair Value

Liabilities

	
	
	
	
	

	-  less than 1 year
	
	272.1
	
	52.7

	-  1 year to 3 years
	
	1,587.4
	
	34.8

	 
	
	1,859.5
	
	87.5


Cross currency swap contract

The Group has entered into a cross currency swap contract to exchange the principal payments of a foreign currency denominated loan into another currency to reduce the Group’s exposure from adverse fluctuations in foreign currency exchange rate. All changes in fair value during the period are recognised in the other comprehensive income statement unless it does not meet the conditions for the application of hedge accounting, in which case, the changes to the fair value of the derivatives are taken to profit or loss.

As at 31 March 2011, there was no outstanding cross currency swap contract as it has expired during the second quarter.

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 receipt or delivery of the physical commodity in accordance with the Group’s expected purchase, sale and usage requirements.

As at 31 March 2011, there were no contracts entered into and outstanding which were held for the purpose of trading. 
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B11. Financial Instruments and Realised and Unrealised Profits or Losses (continued)
b)
Fair Value Changes of Financial Liabilities

Other than derivatives which are classified as liabilities only when they are at fair value loss position as at the end of the reporting period, the Group does not remeasure its financial liabilities at fair value after the initial recognition.
c)
Realised and Unrealised Profits or Losses


The breakdowns of realised and unrealised retained profits of the Group are as follows:

	As at 

31 March 2011
	As at 

31 December 2010

	Total retained profits of the Company and its subsidiaries
	
	
	

	- realised
	20,286.0
	
	20,177.1

	- unrealised
	(165.9)
	
	(217.5)

	
	20,120.1
	
	19,959.6

	Total share of retained profits from jointly controlled entities
	
	
	

	- realised
	8.8
	
	10.4

	- unrealised
	(3.1)
	
	(11.4)

	
	5.7
	
	(1.0)

	Total share of retained profits from associates
	
	
	

	- realised
	166.2
	
	104.8

	- unrealised
	(6.4)
	
	14.4

	
	159.8
	
	119.2

	Less: consolidation adjustments
	(8,684.2)
	
	(8,815.8)

	Total retained profits of the Group
	11,601.4
	
	11,262.0


The unrealised profits are determined in accordance with the Guidance on Special Matter No. 1 (GSM1) issued by the Malaysian Institute of Accountants. In arriving at the unrealised profits, we have also included the following which are deemed in the GSM1 as unrealised:
i) Credits or charges relating to the recognition of deferred tax,

ii) Cumulative net gains (but not net losses) from the remeasurement of assets or liabilities at fair value through profit or loss,

iii) Provision of liabilities in respect of present obligations where resources are only consumed upon settlement of the obligation, and

iv) Translation gains or losses of monetary items denominated in a currency other than the functional currency.

Certain assumptions and cut-off procedures have been applied in establishing the unrealised retained profit as the matching of each foreign entities’ unrealised credits or charges to the respective years’ exchange rate and the retrieval of the historical transaction dates will not be possible without incurring significant time and resources.
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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. 

On 4 March 2008, the Decision on Further Review partially approved PTAS’ claim and ordered KGB to pay 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 of South Jakarta until full payment. 

On 27 May 2009, KGB requested the postponement of the implementation of the said decision until corresponding legal proceedings in Malaysia are concluded. KGB’s request was however rejected and on 10 June 2009, the District Court of South Jakarta issued an order of execution against four land titles (assets) of PT Aneka Intipersada (PTAI), PT Kridatama Lancar (PTKL), PT Teguh Sempurna (PTTS) and PT Ladangrumpun Suburabadi (PTLS), 4 subsidiaries of the Group in Indonesia and requested for assistance from the relevant/respective district courts in which jurisdiction the assets are located to effect the order of execution (SJ District Court Order).

PTKL, PTTS and PTLS have successfully defended the execution proceedings over their respective assets at the relevant district courts and PTAS has appealed against the court decisions given in favour of PTKL and PTTS. To-date, PTKL and PTTS have not received any notification on the status of PTAS’s appeal whilst PTLS has not received any notification that PTAS has filed an appeal.

The District Court of Siak Sri Indrapura had on 10 January 2011 issued a Stipulation on Sita Eksekusi against PTAI to execute the SJ District Court Order. PTAI had on 27 January 2011 filed a rebuttal (Perlawanan) at the District Court of Siak Sri Indrapura to oppose the execution order over PTAI’s assets. Hearing of PTAI’s Rebuttal application is now fixed on 31 May 2011 to allow for submission of response (Jawaban) from the respondent (ie PTAS) and other co-respondents towards the rebuttal (Perlawanan) from PTAI. 
In Malaysia, PTAS commenced legal proceedings against KGB to enforce the Decision on Further Review on 11 March 2008. On 2 December 2009, KGB’s Striking Out Application was allowed by the High Court and on 28 December 2009, PTAS/the Appellant filed an appeal to the Court of Appeal. At the hearing of the appeal on 16 March 2011, the Court of Appeal allowed the Appellant’s appeal. The matter is now fixed for case management at the High Court on 31 May 2011.
2.
On 23 December 2010, Sime Darby Berhad, Sime Darby Engineering Sdn Bhd, Sime Darby Energy Sdn Bhd, Sime Darby Marine Sdn Bhd and Sime Darby (Hong Kong) Pte. Ltd (Plaintiffs) filed a civil suit in the High Court of Malaya at Kuala Lumpur (Civil Suit No. D – 22NCC – 2379 – 2010) against Dato’ Seri Ahmad Zubair @ Ahmad Zubir bin Hj Murshid, Dato’ Mohamad Shukri bin Baharom, Abdul Rahim bin Ismail, Abdul Kadir Alias and Mohd Zaki bin Othman (Defendants) in claiming, inter alia, damages in connection with the aforementioned Defendants’ negligence and breaches of duty in relation to the Qatar Petroleum Project (QP Project), the Maersk Oil Qatar Project (MOQ Project) and the project relating to the construction of marine vessels known as the Marine Project.

The Writ of Summons and Statement of Claim have been served on all the Defendants. All the Defendants have filed their respective Statements of Defence.

At the case management on 26 April 2011, the Judge enquired whether any of the parties had considered the applicability of Order 14A of the Rules of the High Court which deals with the disposal of the case by way of affidavits and written submissions. Given that this issue had not been raised by either the Judge or any of the parties prior to 26 April 2011, counsels for the parties were not in a position to respond to the Judge’s enquiries. The Judge then fixed 13 June 2011 for the parties to return to Court.

Dato’ Mohamad Shukri bin Baharom, the 2nd Defendant, has filed an application dated 25 January 2011, to strike out the Writ of Summons and Statement of Claim on the grounds that the Plaintiffs’ claim is scandalous, frivolous, vexatious and/or is an abuse of the process of the Court (Striking Out Application). 

On 6 April 2011, the 2nd Defendant withdrew the Striking Out Application.
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B12.
Material Litigation (continued)

Dato’ Seri Ahmad Zubair, the 1st Defendant, has filed a third party notice dated 8 March 2011 against 22 individuals (Third Party Notice). These 22 individuals comprise some current members of the board of Sime Darby Berhad. The Plaintiffs are informed that pursuant to the Third Party Notice, the 1st Defendant is seeking for indemnity and/or contribution from the 22 individuals in the event the 1st Defendant is found liable to the Plaintiffs.

Plaintiffs are given to understand that solicitors have been engaged to defend the 22 individuals in the third party action.

3.
On 24 December 2010, Sime Darby Berhad, Sime Engineering Sdn Bhd, Sime Darby Holdings Berhad and Sime Darby Energy Sdn Bhd (Plaintiffs) filed a civil suit in the High Court of Malaya at Kuala Lumpur (Civil Suit No. D – 22NCC – 2391 – 2010) against Dato’ Seri Ahmad Zubair @ Ahmad Zubir bin Hj Murshid, Dato’ Mohamad Shukri bin Baharom and Abdul Rahim bin Ismail (Defendants) in claiming, inter alia, damages in connection with the aforementioned Defendants’ negligence and breaches of duty in relation to the Package CW2-Main Civil Works for the Bakun Hydroelectric Project (Bakun Project) and in respect of the Receipt, Discharge and Indemnity Agreement dated 12 January 2010 (Indemnity Agreement) given to Dato’ Mohamad Shukri bin Baharom. 

The Writ of Summons and Statement of Claim have been served on all the Defendants. All the Defendants have filed their respective Statements of Defence.

At the case management on 26 April 2011, the Judge enquired whether any of the parties had considered the applicability of Order 14A of the Rules of the High Court which deals with the disposal of the case by way of affidavits and written submissions. Given that this issue had not been raised by either the Judge or any of the parties prior to 26 April 2011, counsels for the parties were not in a position to respond to the Judge’s enquiries. The Judge then fixed 13 June 2011 for the parties to return to Court.

Dato’ Mohamad Shukri bin Baharom, the 2nd Defendant, has filed an application dated 25 January 2011, to strike out the Writ of Summons and Statement of Claim on the grounds that the Plaintiffs’ claim is scandalous, frivolous, vexatious and/or is an abuse of the process of the Court (Striking Out Application).

On 6 April 2011, the 2nd Defendant withdrew the Striking Out Application.

Dato’ Seri Ahmad Zubair, the 1st Defendant, has filed a third party notice dated 8 March 2011 against 22 individuals (Third Party Notice). These 22 individuals comprise some current members of the board of Sime Darby Berhad. The Plaintiffs are informed that pursuant to the Third Party Notice, the 1st Defendant is seeking for indemnity and/or contribution from the 22 individuals in the event the 1st Defendant is found liable to the Plaintiffs.


Plaintiffs are given to understand that solicitors have been engaged to defend the 22 individuals in the third party action.
4.
Emirates International Energy Services (EMAS) had, on 13 January 2011, filed a suit in the Plenary Commercial Court in Abu Dhabi against Sime Darby Engineering Sdn Bhd (SDE) claiming payment of  USD178.2 million. This amount comprises a payment of USD128.2 million (equivalent to AED471,776,000) and USD50.0 million (equivalent to AED184,000,000) for commissions and “morale compensation” respectively. SDE has appointed a local counsel in Abu Dhabi to represent it and defend the suit accordingly. The Statement of Defence will be filed by SDE (through its local counsel) upon receiving all the documents filed by EMAS related to this suit from the Plenary Commercial Court in Abu Dhabi. The local counsel is currently in the process of extracting the documents from the said Court. Hearing of the case has been fixed on 5 July 2011.
B13. Dividend

No dividend has been declared for the current quarter under review.
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B14. Earnings/(Loss) Per Share
Basic earnings/(loss) per share are computed as follows:
	
	Quarter ended

31 March
	
	Three quarters ended 

31 December 

	
	2011
	
	2010
	
	2011
	
	2010

	.
	
	
	
	
	
	
	

	Profit/(loss) for the period attributable to owners of the Company
	820.1
	
	(308.6)
	
	2,351.9
	
	804.2

	
	
	
	
	
	
	
	

	Weighted average number 

of ordinary shares in issue (million)
	6,009.5
	
	6,009.5
	
	6,009.5
	
	6,009.5

	
	
	
	
	
	
	
	

	Basic earnings/(loss) per share (sen)
	13.65
	
	(5.14)
	
	39.14
	
	13.38

	
	
	
	
	
	
	
	


Diluted earnings per share are not applicable for the Company as there are no potential dilutive ordinary shares.
B15.
Comparative Figures

Following the amendments to FRS117 – Leases, the Group has reclassified certain leasehold land to property, plant and equipment and investment properties and the comparatives are restated as disclosed in Note A1.1.(a)(iii).


In accordance with the transitional provisions, the effects of adoption of FRS 139 are adjusted against the opening balances as at 1 July 2010 (see Note A1.1(a)(v)). Comparatives are not restated. As a result, the comparatives may not be comparable with the current period’s results and financial position. 











By Order of the Board

Kuala Lumpur
Norzilah Megawati Abdul Rahman
26 May 2011
Group Secretary
PAGE  
31

