SIME DARBY BERHAD
  



(Company No: 752404-U) 

Unaudited Condensed Consolidated Statement of Financial Position

Amounts in RM million
	
	Note
	Unaudited
As at 
30 September 2011
	
	Audited
As at 

30 June 2011

	Non-current assets
	
	
	
	
	

	Property, plant and equipment
	
	
	12,862.0
	
	12,656.1

	Biological assets
	
	
	2,439.9
	
	2,429.7

	Prepaid lease rentals
	
	
	1,069.7
	
	1,044.1

	Investment properties
	
	
	402.3
	
	407.2

	Land held for property development
	
	
	842.0
	
	893.7

	Jointly controlled entities
	
	
	302.7
	
	295.5

	Associates
	
	
	1,472.9
	
	685.8

	Available-for-sale investments
	
	
	150.3
	
	125.5

	Intangible assets
	
	
	84.2
	
	86.0

	Deferred tax assets
	
	
	669.5
	
	632.2

	Trade and other receivables
	
	
	381.1
	
	375.4

	
	
	
	20,676.6
	
	19,631.2

	Current assets
	
	
	
	
	

	Inventories
	
	
	7,631.0
	
	7,355.4

	Property development costs
	
	
	2,108.8
	
	2,022.5

	Trade and other receivables
	
	
	4,822.9
	
	4,930.1

	Accrued billings and prepayments
	
	
	2,070.7
	
	2,047.4

	Tax recoverable
	
	
	413.6
	
	390.0

	Derivatives 
	
	
	98.6
	
	175.9

	Cash held under Housing Development Accounts
	
	
	649.8
	
	616.4

	Bank balances, deposits and cash
	
	
	4,600.7
	
	4,911.3

	
	
	
	22,396.1
	
	22,449.0

	Non-current assets held for sale (note 1)
	
	
	761.4
	
	786.0

	Total assets
	A7
	
	43,834.1
	
	42,866.2

	
	
	
	
	
	

	Equity
	
	
	
	
	

	Share capital
	
	
	3,004.7
	
	3,004.7

	Reserves
	
	
	22,070.7
	
	21,025.6

	Attributable to owners of the Company
	
	
	25,075.4
	
	24,030.3

	Non-controlling interests 
	
	
	829.9
	
	787.2

	Total equity
	
	
	25,905.3
	
	24,817.5

	
	
	
	
	
	

	Non-current liabilities
	
	
	
	
	

	Long-term borrowings
	B9
	
	3,911.0
	
	4,007.5

	Provisions
	
	
	66.4
	
	69.0

	Retirement benefits
	
	
	106.6
	
	93.4

	Deferred income
	
	
	176.3
	
	173.5

	Deferred tax liabilities
	
	
	486.5
	
	492.2

	Derivatives 
	
	
	13.9
	
	22.1

	
	
	
	4,760.7
	
	4,857.7

	Current liabilities
	
	
	
	
	

	Trade and other payables
	
	
	8,151.8
	
	8,572.8

	Progress billings and others
	
	
	45.8
	
	74.7

	Short-term borrowings
	B9
	
	3,383.9
	
	3,054.9

	Provisions
	
	
	647.3
	
	617.0

	Deferred income
	
	
	55.9
	
	77.6

	Tax payable
	
	
	719.2
	
	694.5

	Derivatives 
	
	
	145.4
	
	77.2

	
	
	
	13,149.3
	
	13,168.7

	Liabilities associated with assets held for sale (note 1)
	
	
	18.8
	
	22.3

	Total liabilities
	
	
	17,928.8
	
	18,048.7

	Total equity and liabilities
	
	
	43,834.1
	
	42,866.2


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

As at 

30 September 2011
	
	Audited 
As at 

30 June 2011

	
	
	
	
	
	

	Net assets per share attributable to 
	
	
	
	
	

	owners of the Company
	
	
	4.17
	
	4.00

	
	
	
	
	
	


	Note:
	
	
	
	
	

	1. Non-current assets held for sale
	
	
	
	
	

	
	
	Unaudited

As at 

30 September 2011
	
	Audited 

As at 

30 June 2011

	
	
	
	
	
	

	Property, plant and equipment
	
	
	0.5
	
	2.1

	Investment properties
	
	
	18.2
	
	20.2

	Associates
	
	
	23.6
	
	25.0

	Disposal groups
	
	
	719.1
	
	738.7

	
	
	
	761.4
	
	786.0

	
	
	
	
	
	


	Liabilities associated with assets held for sale
	
	
	
	
	

	
	
	
	
	
	

	Disposal groups
	
	
	18.8
	
	22.3

	
	
	
	
	
	


The disposal groups comprise the Teluk Ramunia and Pasir Gudang fabrication yards and Dunlopillo Holdings Sdn Bhd.
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 2011. 

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

	
	Share capital
	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

	
	
	
	
	
	
	
	
	
	
	
	
	

	Quarter ended 
30 September 2011
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	At 1 July 2011
	3,004.7
	100.6
	67.9
	6,742.5
	72.5
	79.9
	47.4
	984.9
	12,929.9
	24,030.3
	787.2
	24,817.5

	Total comprehensive
income for the period
	–
	–
	–
	(0.6)
	–
	(54.5)
	15.8
	10.7
	1,073.7
	1,045.1
	55.2
	1,100.3

	Dividends paid
	–
	–
	–
	–
	–
	–
	–
	–
	–
	–
	(12.5)
	(12.5)

	At 30 September 2011
	3,004.7
	100.6
	67.9
	6,741.9
	72.5
	25.4
	63.2
	995.6
	14,003.6
	25,075.4
	829.9
	25,905.3

	
	
	
	
	
	
	
	
	
	
	
	
	

	Quarter ended 

30 September 2010
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	At 1 July 2010 
	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
	–
	–
	–
	5.7
	–
	62.4
	10.0
	33.1
	654.7
	765.9
	21.6
	787.5

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

	Dividends paid
	–
	–
	–
	–
	–
	–
	–
	–
	–
	–
	(17.1)
	(17.1)

	At 30 September 2010
	3,004.7
	100.6
	67.9
	6,751.1
	67.4
	53.6
	78.4
	447.6
	10,565.2
	21,136.5
	685.3
	21,821.8


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 2011.
Unaudited Condensed Consolidated Statement of Cash Flows   
Amounts in RM million
	
	
	         Quarter ended
          30 September

	
	
	2011
	
	2010

	
	
	
	
	

	Profit after tax
	
	1,094.3
	
	687.9

	
	
	
	
	

	Adjustments for:
	
	
	
	

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

	Gain on disposal of properties
	
	(26.7)
	
	(2.0)

	Share of results of jointly controlled entities and associates
	
	(15.5)
	
	(6.2)

	Finance income
	
	(40.9)
	
	(34.6)

	Finance costs
	
	71.3
	
	80.1

	Depreciation and amortisation
	
	278.7
	
	253.4

	Amortisation of prepaid lease rentals
	
	11.8
	
	12.4

	Tax expense
	
	364.5
	
	252.7

	Other non-cash items
	
	27.7
	
	(60.6)

	
	
	1,765.2
	
	1,168.3

	Changes in working capital:
	
	
	
	

	Inventories and rental assets
	
	(367.7)
	
	244.4

	Property development costs
	
	(34.8)
	
	(187.1)

	Land held for property development
	
	(0.2)
	
	(173.5)

	Trade and other receivables and prepayments
	
	151.3
	
	(128.6)

	Cash held under Housing Development Accounts
	
	(33.4)
	
	53.3

	Trade and other payables and provisions
	
	(388.8)
	
	(284.1)

	Cash generated from operations
	
	1,091.6
	
	692.7

	
	
	
	
	

	Tax paid
	
	(398.0)
	
	(175.1)

	Dividends received from jointly controlled entities and associates 
	
	2.3
	
	2.1

	Income received from available-for-sale investments
	
	8.5
	
	5.3

	Net cash from operating activities
	
	704.4
	
	525.0

	
	
	
	
	

	Investing activities
	
	
	
	

	Finance income received
	
	36.8
	
	30.9

	Purchase of property, plant and equipment
	
	(376.5)
	
	(480.6)

	Purchase/subscription of shares in a jointly controlled entity and associates
	
	(783.7)
	
	(35.9)

	Cost incurred on biological assets
	
	(90.2)
	
	(27.5)

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

	Proceeds from sale of available-for-sale investments
	
	–
	
	7.3

	Proceeds from sale of property, plant and equipment
	
	42.1
	
	34.8

	Others
	
	48.6
	
	10.1

	Net cash used in investing activities
	
	(1,122.9)
	
	(451.4)

	
	
	
	
	

	Financing activities
	
	
	
	

	Deposits in designated accounts
	
	–
	
	(2.9)

	Finance costs paid
	
	(41.7)
	
	(37.1)

	Long-term borrowings raised
	
	18.1
	
	–

	Repayments of long-term borrowings
	
	(192.3)
	
	–

	Revolving credits, trade facilities and other short-term borrowings (net)
	
	283.5
	
	111.6

	Dividends paid
	
	(12.5)
	
	(17.1)

	Net cash from financing activities
	
	55.1
	
	54.5

	
	
	
	
	


Unaudited Condensed Consolidated Statement of Cash Flows (continued) 
Amounts in RM million
	
	
	         Quarter ended

          30 September

	
	
	2011
	
	2010

	
	
	
	
	

	Net (decrease)/increase in cash and cash equivalents
	
	(363.4)
	
	128.1

	
	
	
	
	

	Foreign exchange differences
	
	30.6
	
	(51.9)

	Cash and cash equivalents at beginning of the period
	
	4,900.2
	
	4,440.7

	Cash and cash equivalents at end of the period
	
	4,567.4
	
	4,516.9

	
	
	
	
	

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

	
	
	
	
	

	Bank balances, deposits and cash
	
	4,600.7
	
	4,579.6

	Less:
	
	
	
	

	Deposits in designated accounts
	
	–
	
	(2.9)

	Bank overdrafts (Note B9)
	
	(33.3)
	
	(59.8)

	
	
	4,567.4
	
	4,516.9

	
	
	
	
	


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 2011. 

Explanatory Notes on the Quarterly Report – 30 September 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 2011.

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 2011. The following revised standard and new interpretation that will be effective for annual period beginning on or after 1 January 2012 have yet to be adopted in preparing this interim financial report:
	●
	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.
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 financial period under review.
A4. Material Changes in Estimates
There were no material changes in the estimates of amounts reported in the prior interim periods of the previous financial years that have a material effect on the results for the current quarter under review. 
Explanatory Notes on the Quarterly Report – 30 September 2011

Amounts in RM million unless otherwise stated

A5. Debt and Equity Securities
There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the financial period under review.

A6. Dividends Paid

No dividend has been paid during the quarter ended 30 September 2011.
Explanatory Notes on the Quarterly Report – 30 September 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 President and Group Chief Executive Officer reviews the internal management reports on a monthly basis and conducts performance dialogues with the business units on a regular basis.
	
	Continuing operations
	
	

	
	Plantation 
	Property
	Industrial
	Motors
	Energy & Utilities
	Health-care
	Others
	Corporate expense and elimination
	Total
	Dis-continuing operations
	Total

	
	
	
	
	
	
	
	
	
	
	
	

	Quarter ended 

  30 September 2011
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Segment revenue:
	
	
	
	
	
	
	
	
	
	
	

	External 
	3,212.5
	418.9
	3,160.7
	3,885.0
	256.5
	84.3
	45.7
	–
	11,063.6
	260.6
	11,324.2

	Inter-segment 
	0.3
	8.7
	13.2
	9.1
	3.9
	2.4
	1.4
	(39.0)
	–
	–
	–

	
	3,212.8
	427.6
	3,173.9
	3,894.1
	260.4
	86.7
	47.1
	(39.0)
	11,063.6
	260.6
	11,324.2

	
	
	
	
	
	
	
	
	
	

	Segment results:
	
	
	
	
	
	
	
	
	
	
	

	Operating profit/(loss)
	938.3
	53.2
	324.2
	153.6
	46.8
	6.8
	(1.0)
	(42.1)
	1,479.8
	(6.1)
	1,473.7

	Share of results of jointly controlled entities and associates
	(5.3)
	7.3
	5.8
	1.1
	0.5
	–
	6.1
	–
	15.5
	–
	15.5

	Profit/(loss) before interest and tax
	933.0
	60.5
	330.0
	154.7
	47.3
	6.8
	5.1
	(42.1)
	1,495.3
	(6.1)
	1,489.2

	
	
	
	
	
	
	
	
	
	
	Note 1
	


Explanatory Notes on the Quarterly Report – 30 September 2011

Amounts in RM million unless otherwise stated

A7. Segment Information (continued)

	
	Continuing operations

	
	Plantation 
	Property
	Industrial
	Motors
	Energy & Utilities
	Health-care
	Others
	Corporate expense and elimination
	Total
	Dis-continuing operations
	Total

	
	
	
	
	
	
	
	
	
	
	
	

	Quarter ended 

30 September 2010
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Segment revenue:
	
	
	
	
	
	
	
	
	
	
	

	External 
	2,538.0
	321.6
	2,354.5
	3,084.6
	250.6
	76.2
	49.7
	–
	8,675.2
	107.7
	8,782.9

	Inter-segment 
	0.4
	7.4
	13.7
	7.3
	1.8
	1.8
	0.8
	(33.2)
	–
	–
	–

	
	2,538.4
	329.0
	2,368.2
	3,091.9
	252.4
	78.0
	50.5
	(33.2)
	8,675.2
	107.7
	8,782.9

	
	
	
	
	
	
	
	
	
	
	
	

	Segment result:
	
	
	
	
	
	
	
	
	
	
	

	Operating profit/(loss)
	492.7
	54.3
	227.3
	148.8
	49.1
	7.3
	7.4
	10.2
	997.1
	(17.2)
	979.9

	Share of results of jointly controlled entities and associates
	(0.7)
	4.4
	5.0
	2.4
	1.2
	–
	(6.1)
	–
	6.2
	–
	6.2

	Profit/(loss) before interest and tax
	492.0
	58.7
	232.3
	151.2
	50.3
	7.3
	1.3
	10.2
	1,003.3
	(17.2)
	986.1

	
	
	
	
	
	
	
	
	
	Note 1
	


Explanatory Notes on the Quarterly Report – 30 September 2011

Amounts in RM million unless otherwise stated
A7. Segment Information (continued)

	
	Continuing operations
	
	

	
	Plantation
	Property
	Industrial
	Motors
	Energy & Utilities
	Health-care
	Others
	Corporate  and elimination
	Total
	Dis-continuing operations
	Total

	
	
	
	
	
	
	
	
	
	
	
	

	As at 30 September 2011
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Segment assets
	
	
	
	
	
	
	
	
	
	
	

	Operating assets
	15,090.4
	6,947.6
	7,694.3
	5,547.3
	3,306.3
	434.1
	136.7
	1,057.3
	40,214.0
	–
	40,214.0

	Jointly controlled entities and associates
	484.7
	1,170.7
	120.5
	67.4
	(116.8)
	–
	49.1
	–
	1,775.6
	–
	1,775.6

	Non-current assets held for sale
	–
	43.1
	0.5
	–
	–
	–
	72.7
	–
	116.3
	645.1
	761.4

	
	15,575.1
	8,161.4
	7,815.3
	5,614.7
	3,189.5
	434.1
	258.5
	1,057.3
	42,105.9
	645.1
	42,751.0

	Tax assets
	
	Note 2
	
	
	
	
	
	
	
	Note 1
	1,083.1

	Total assets
	
	
	
	
	
	
	
	
	
	
	43,834.1


Explanatory Notes on the Quarterly Report – 30 September 2011

Amounts in RM million unless otherwise stated

A7. Segment Information (continued)


	
	Continuing operations
	
	

	
	Plantation
	Property
	Industrial
	Motors
	Energy & Utilities
	Health-care
	Others
	Corporate  and elimination
	Total
	Dis-continuing operations
	Total

	
	
	
	
	
	
	
	
	
	
	
	

	As at 30     

June 2011
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Segment assets
	
	
	
	
	
	
	
	
	
	
	

	Operating assets
	14,729.2
	7,124.3
	7,593.5
	5,473.0
	3,127.5
	436.4
	119.6
	1,473.2
	40,076.7
	–
	40,076.7

	Jointly controlled entities and associates
	488.4
	392.8
	118.7
	66.8
	(128.9)
	–
	43.5
	–
	981.3
	–
	981.3

	Non-current assets held for sale
	–
	44.9
	1.2
	0.9
	–
	–
	98.7
	–
	145.7
	640.3
	786.0

	
	15,217.6
	7,562.0
	7,713.4
	5,540.7
	2,998.6
	436.4
	261.8
	1,473.2
	41,203.7
	640.3
	41,844.0

	Tax assets
	
	
	
	
	
	
	
	
	
	Note 1
	1,022.2

	Total assets
	
	
	
	
	
	
	
	
	
	
	42,866.2


Note:

1. The discontinuing operations is in relation to the oil and gas operations under the Energy & Utilities Division, following the planned disposal of the Teluk Ramunia and Pasir Gudang fabrication yards, see Note B8 for details.

2. The increase in jointly controlled entities and associates is mainly due to the acquisition of shares and irredeemable convertible secured loan stocks in Eastern & Oriental Berhad, see Note A11 for details.


Explanatory Notes on the Quarterly Report – 30 September 2011

Amounts in RM million unless otherwise stated
A8.     Capital Commitments

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

	
	As at
30 September 2011
	As at

30 June 2011

	
	
	
	
	

	Property, plant and equipment
:
	
	
	
	

	− contracted
	
	927.0
	
	691.6

	− not contracted

	
	2,452.7
	
	2,426.9

	
	
	3,379.7
	
	3,118.5

	Other capital expenditure
	
	
	
	

	− not contracted
	
	110.3
	
	110.7

	
	
	3,490.0
	
	3,229.2


A9.
Significant Related Party Transactions

Recurrent related party transactions conducted during the first quarter ended 30 September 2011 pursuant to a shareholders’ mandate obtained at the last Annual General Meeting are as follows:

	
	
	     Quarter ended

	
	
	     30 September 

	
	
	2011
	
	2010

	
	
	
	
	

	Purchase of chemicals and fertilisers from Chemical Company of Malaysia Berhad and its subsidiaries (CCM group) *
	
	21.5
	
	14.1


* The substantial shareholder of the Company, namely Permodalan Nasional Berhad is a substantial shareholder of CCM group.

Other significant related party transactions are as follows:

	
	
	     Quarter ended

	
	
	     30 September

	
	
	2011
	
	2010

	a. Transactions with jointly controlled entities
	
	
	
	

	Tolling fees and sales to Emery Oleochemicals (M) Sdn Bhd and its related companies
	
	5.6
	
	2.1

	Sales and services to Terberg Tractors Malaysia Sdn Bhd
	
	0.3
	
	–

	
	
	
	
	

	b. Transactions with associates
	
	
	
	

	Forwarding services by KN Sime Logistics Sdn Bhd
	
	1.6
	
	0.9

	Purchase of natural latex from Muang Mai Guthrie Co Ltd
	
	–
	
	2.0

	Rental of land from Seriemas Development Sdn Bhd
	
	–
	
	3.4

	
	
	
	
	


Explanatory Notes on the Quarterly Report – 30 September 2011

Amounts in RM million unless otherwise stated

A9.
Significant Related Party Transactions (continued)

	
	
	     Quarter ended

	
	
	     30 September

	
	
	2011
	
	2010

	
	
	
	
	

	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
	
	29.2
	
	130.2

	Sales of goods and provision of services to Gunnebo Holdings APS and its related companies, a shareholder of Chubb Malaysia Sendirian Berhad
	
	2.1
	
	2.5

	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
	
	20.0
	
	15.1

	Purchase of used vehicles from Mr Tan Kok Peng, a close family member of a shareholder of Performance Premium Selection Limited
	
	–
	
	0.8

	Purchase of agricultural tractors, engines and parts from Kubota Corporation, a shareholder of Sime Kubota Sdn Bhd
	
	14.4
	
	–

	Sale of motor vehicle to Jaseri Automotive Group Sdn Bhd, a subsidiary of Mahawarga Holdings Sdn Bhd, a shareholder of Sime Darby Auto Performance Sdn Bhd
	
	0.9
	
	–

	Contract assembly service provided to Bermaz Motor Sdn Bhd and Berjaya Brilliance Auto Sdn Bhd, subsidiaries of Berjaya Corporation Berhad, a shareholder of Inokom Corporation Sdn Bhd
	
	2.1
	
	0.3

	
	
	
	
	

	d.
Transaction between a subsidiary and a firm in which a director of the Company is a partner
	
	
	
	

	Provision of legal service by Kadir, Andri & Partners, a firm in which Mr Sreesanthan Eliathamby is a partner
	
	0.4
	
	–

	
	
	
	
	

	e.
Transaction with director
	
	
	
	

	Sale of residential property 
	
	–
	
	4.3

	
	
	
	
	


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 17 November 2011, being a date not earlier than 7 days from the date of issue of the quarterly report.

Explanatory Notes on the Quarterly Report – 30 September 2011

Amounts in RM million unless otherwise stated

A11.
Effect of Significant Changes in the Composition of the Group 
1. Acquisition
On 9 September 2011, Sime Darby Nominees Sendirian Berhad acquired 273.0 million ordinary shares of RM1 each and 60.0 million 8% Irredeemable Convertible Secured Loan Stocks of RM0.65 each in Eastern & Oriental Berhad (E&O) representing 30% of the fully diluted equity interest in E&O for RM765.9 million and a further 5.1 million ordinary shares of RM1 each for RM8.0 million on the open market. The principal activities of E&O and its subsidiaries include investment holding, hotel ownership and management, property development, property investment and cafe and restaurant operations.
2. Establishment of new companies
Companies established during the first quarter under review include the following:

a)
On 2 August 2011, Weifang Sime Darby Property Management Co. Ltd (WSDPM) was established in the People’s Republic of China. The entire registered share capital of WSDPM of RMB3 million is held by Weifang Sime Darby Property Co. Ltd. The principal activity of WSDPM is property management services.

b)
On 22 September 2011, Foshan Sime Darby Elco Power Equipment Limited (FSDEPEL) was established in the People’s Republic of China with a registered capital of RMB5 million wholly held by The China Engineers (South China) Limited. The principal activities of FSDEPEL will be the wholesale of diesel generators and spare parts, import & export and commission agent, provision of after-sales services, maintenance services and consulting services.

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 from the performance guarantees 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 

17 November 2011 
	
	As at 

30 June 2011

	Performance guarantees and advance payment

  guarantees to customers of:
	
	
	

	- a jointly controlled entity
	2,788.0
	
	2,788.0

	- the Group
	
	7,252.4
	
	6,841.5

	Guarantees in respect of credit facilities granted to:
	
	
	

	- certain associates and a jointly controlled entity
	
	53.5
	
	49.1

	- plasma stakeholders
	
	103.1
	
	104.2

	
	
	10,197.0
	
	9,782.8


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 17 September 2011, the Group received counter-indemnities amounting to RM1,603.7 million (30 June 2011: RM1,603.7 million).
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A12.
Contingent Liabilities – unsecured (continued)

b)
Claims

	
	As at 

17 November 2011
	As at 

  30 June 2011

	
	
	
	
	

	Claims pending against the Group
	
	154.5
	
	180.0


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 

	
	
	     Quarter ended

         30 September 
	    %

	
	
	2011
	
	2010
	    +/(-)

	
	
	
	
	
	

	Plantation 
	
	933.0
	
	492.0
	89.6

	Property
	
	60.5
	
	58.7
	3.1

	Industrial
	
	330.0
	
	232.3
	42.1

	Motors
	
	154.7
	
	151.2
	2.3

	Energy & Utilities
	
	47.3
	
	50.3
	(6.0)

	Healthcare 
	
	6.8
	
	7.3
	(6.8)

	Others
	
	5.1
	
	1.3
	292.3

	Segment results
	
	1,537.4
	
	993.1
	54.8

	Exchange gain/(loss):
	
	
	
	
	

	Unrealised 
	
	(26.1)
	
	30.8
	

	Corporate expense and elimination
	
	(16.0)
	
	(20.6)
	

	Profit before interest and tax
	
	1,495.3
	
	1,003.3
	49.0

	Finance income
	
	40.7
	
	34.3
	

	Finance costs
	
	(70.3)
	
	(77.9)
	

	Profit before tax
	
	1,465.7
	
	959.7
	52.7

	Tax expense
	
	(356.2)
	
	(252.1)
	

	Profit from continuing operations
	
	1,109.5
	
	707.6
	56.8

	Loss from discontinued operations
	
	(15.2)
	
	(19.7)
	

	Profit for the period
	
	1,094.3
	
	687.9
	59.1

	Non-controlling interests
	
	(20.6)
	
	(33.2)
	

	Profit after tax and non-controlling interests
	
	1,073.7
	
	654.7
	64.0


The Group achieved a pre-tax profit of RM1,465.7 million for the quarter ended 30 September 2011, an increase of 52.7% as against the previous year’s profit of RM959.7 million. The improved performance is on the back of higher revenue which rose by 27.5% to RM11.1 billion compared to RM8.7 billion in the previous year. All divisions registered higher contributions, except for Energy & Utilities and Healthcare which are marginally lower. Net earnings of the Group jumped to RM1,073.7 million, a 64.0% increase over that of the previous year.

a) Plantation

Plantation posted a 89.6% increase in contribution on account of the higher average crude palm oil (CPO) price realised of RM2,946 per tonne as against RM2,511 per tonne in the previous corresponding period and also coupled with improvement in productivity. 
Fresh fruit bunches (FFB) production is higher by 8.2%, driven by both Malaysia and Indonesia of 7.3% and 10.1% respectively. Oil extraction rate (OER) is also higher at 21.9% as compared to 21.2% a year ago. 

The midstream and downstream operations registered a loss of RM38.2 million from a profit of RM4.1 million previously principally due to negative operating margins as a result of fluctuating CPO prices.

b) Property

Profit from Property registered a slight increase of 3.1% mainly from higher percentage of property development works completed and sales in the Group’s property development townships at USJ Heights and Denai Alam offset by lower gain from land sales.
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B1. Review of Group Performance (continued)

c) Industrial

Industrial chalked up higher profit by 42.1% for the quarter under review attributable particularly to the ongoing strong demand for heavy equipment in Australasia and Malaysia as well as the strengthening of the Australian currency. Results for Australasia and Malaysia are up by 54.4% and 44.4% respectively largely boosted by the strong mining sector in Australia and the logging and construction sectors in Malaysia. The performance of the China/Hong Kong sector is lower due to the slowdown in the construction sector resulting from the tightening of credits by banks and local government policies.

d) Motors

Motors division delivered a marginal increase of 2.3% in its first quarter performance. Excluding the loss of RM36.0 million on fair valuation of forward foreign exchange contracts for the current year and the gain of RM37.0 million from the changes in fair value of the derivatives in the previous year, Motors would have recorded a 67.0% increase in operating results. This is mainly due to the strong demand for all marques and the receipt of a RM8.3 million dividend from the investment in BMW Malaysia.
e) Energy & Utilities

Energy & Utilities registered a lower profit by 6.0% due to lower returns from Engineering Services, Power and Port sectors. Engineering Services was down mainly because of the weak sales from Mecomb group. The Power operations registered lower profit attributable to downtime of one of the power plants in Thailand. The Port operations in China recorded marginally lower profit by RM1.0 million. 

f) Healthcare
Healthcare division registered a 6.8% slide in profit of RM0.5 million mainly on higher overheads in preparation for the opening of the new hospital in Ara Damansara.
g) Others

Other businesses generated a profit of RM5.1 million as compared to RM1.3 million in the previous year’s quarter due particularly to the higher profit from Tesco of RM6.2 million and offset by the lower earnings from the Bedding group and the Insurance sector.
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B2. Material Changes in Profit for the Current Quarter as Compared to the Results of the Preceding Quarter
	
	
	Quarter ended
	

	
	30 September
	30 June 
	%

	
	
	2011
	
	2011
	+/(-)

	
	
	
	
	
	

	Plantation 
	
	933.0
	
	1,270.1
	(26.5)

	Property
	
	60.5
	
	246.0
	(75.4)

	Industrial
	
	330.0
	
	368.7
	(10.5)

	Motors
	
	154.7
	
	191.8
	(19.3)

	Energy & Utilities
	
	47.3
	
	74.5
	(36.5)

	Healthcare
	
	6.8
	
	6.9
	(1.4)

	Others
	
	5.1
	
	(54.1)
	109.4

	Segment results
	
	1,537.4
	
	2,103.9
	(26.9)

	Exchange gain/(loss):
	
	
	
	
	

	Unrealised 
	
	(26.1)
	
	(2.1)
	

	Realised 
	
	–
	
	9.0
	

	Corporate expense and elimination
	
	(16.0)
	
	(48.0)
	

	Profit before interest and tax
	
	1,495.3
	
	2,062.8
	(27.5)

	Finance income
	
	40.7
	
	47.8
	

	Finance costs
	
	(70.3)
	
	(66.0)
	

	Profit before tax
	
	1,465.7
	
	2,044.6
	(28.3)

	Tax expense
	
	(356.2)
	
	(643.1)
	

	Profit from continuing operations
	
	1,109.5
	
	1,401.5
	(20.8)

	Loss from discontinued operations
	
	(15.2)
	
	(21.5)
	

	Profit for the period
	
	1,094.3
	
	1,380.0
	(20.7)

	Non-controlling interests
	
	(20.6)
	
	(67.4)
	

	Profit after tax and non-controlling interests
	
	1,073.7
	
	1,312.6
	(18.2)


For the first quarter ended 30 September 2011, the Group posted a profit before tax of RM1,465.7 million, a decline of 28.3% from that of the preceding quarter. Generally, all Divisions registered lower earnings, except Others. Correspondingly, net earnings is lower by 18.2%. 
a) Plantation
Profit from Plantation dropped by 26.5% mainly due to the lower average CPO price realised of RM2,946 per tonne as compared to RM3,114 per tonne in the preceding quarter. In addition, the midstream and downstream activities registered a higher loss of RM38.2 million as compared to RM27.5 million in the preceding quarter.
b) Property

Contribution from Property for the quarter under review fell by 75.4% largely because of the lower sales of residential and commercial properties and percentage of property development works completed.  

c) Industrial

Industrial division registered a 10.5% decline in profit due particularly to the slowdown in the China/Hong Kong markets and timing of deliveries in Singapore.
d) Motors

Earnings from Motors was lower by 19.3% mainly due to the unfavourable exchange rate movement which resulted in an unrealised loss of RM36.0 million on the fair valuation of forward foreign exchange contracts compared to a loss of RM5.9 million in the preceding quarter. Excluding the effects of the fair valuation, the results of Motors would have dropped marginally by 3.5%.
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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

Contribution by Energy & Utilities was down by 36.5% mainly due to the lower profits from both the Engineering Services and Power sectors. Engineering Services was down mainly because of weak sales from Mecomb group whilst the Power operations registered lower profit attributable to downtime of one of the power plants in Thailand.
f) Healthcare
Profit from Healthcare is marginally lower by 1.4% primarily on account of higher overheads incurred in preparation for the new hospital opening in Ara Damansara.
g) Others

Others recorded a profit of RM5.1 million as compared to a loss of RM54.1 million in the preceding quarter due primarily to the impairment on an available-for-sale investment and assets amounting to RM50.0 million made in the preceding quarter.
B3. Prospects
The prevailing global economic uncertainty arising from the deteriorating Eurozone debt crisis and the weakening growth in many economies has increased downside risk. Whilst the general economic environment in which the Group operates still appears positive, the slowdown in certain market segments as a result of credit tightening by banks and local government policies may unfavourably affect the performance of the Group. 

The outlook for Plantation is positive in view of the crude palm oil prices remaining steady and the higher anticipated FFB production. The demand for both the Industrial and Motors products and services continues to remain robust albeit slightly softening in certain countries. The demand for property products is expected to be sustained and the Group will continue with its planned product launches. 

Following the planned disposal of the fabrication yards which is expected to be completed before the end of the financial year, the Energy & Utilities division is focused on completing the outstanding Oil & Gas project and to enhance its capacity for the Power business. The additional berth capacity for the Port activities in Shandong, China is expected to be completed by December 2011 and this would increase the throughput and handling capacity. 

The Healthcare division is expected to expand its services with the target opening of its new hospital in Ara Damansara in early 2012.  

In summary, barring unforeseen circumstances, the Board is of the opinion that notwithstanding the uncertainties of the global economy, the Group’s performance in the current financial year is expected to be satisfactory.   

B4.
Statement by Board of Directors on Internal Targets 


The Board of Directors wish to announce the following key performance indicators (KPI) for the financial year ending 30 June 2012:
	
	
	Target

	
	
	
	

	Profit attributable to owners of the Company (RM million)
	
	
	3,300

	Return on average shareholders' equity (%)
	
	
	13.3%
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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.
Operating Profit and Finance Costs
	
	
	       Quarter ended

	
	
	      30 September 

	
	
	2011
	
	2010

	
	
	
	
	

	Included in operating profit are:
	
	
	
	

	
	
	
	
	

	Depreciation and amortisation
	
	(278.7)
	
	(253.4)

	Amortisation of prepaid lease rentals
	
	(11.8)
	
	(12.4)

	Reversal of impairment/(impairment) of
	
	
	
	

	- property, plant and equipment
	
	(4.7)
	
	(7.3)

	· investment properties
	
	(0.7)
	
	                  –

	- available-for-sale investments
	
	                  –
	
	(3.1)

	- receivables
	
	44.1
	
	16.8

	(Write down)/reversal of write down of inventories
	
	(1.0)
	
	9.9

	Gain/(loss) on disposal of
	
	
	
	

	· an associate
	
	–
	
	9.3

	· quoted investment
	
	                  –
	
	 5.5 

	- properties
	
	26.7
	
	 2.0 

	Foreign exchange gain/(loss)
	
	10.0
	
	25.8

	(Loss)/gain on forward foreign exchange contracts
	
	(39.1)
	
	48.0   

	
	
	
	
	

	Included in finance costs is:
	
	
	
	

	
	
	
	
	

	Gain on interest rate swap contracts 
	
	13.0
	
	9.4


B7.
Tax Expense

	
	
	
	      Quarter ended

	
	
	
	       30 September

	
	
	
	
	
	2011
	
	2010

	Continuing operations
	
	
	
	
	
	
	

	In respect of the current period:
	
	
	
	
	
	
	

	- current tax
	
	
	
	
	410.7
	
	231.1

	- deferred tax
	
	
	
	
	(35.8)
	
	5.2

	
	
	
	
	
	374.9
	
	236.3

	In respect of prior years:
	
	
	
	
	
	
	

	- current tax
	
	
	
	
	(18.6)
	
	15.7

	- deferred tax
	
	
	
	
	(0.1)
	
	0.1

	
	
	
	
	
	356.2
	
	252.1

	Discontinuing operations
	
	
	
	
	8.3
	
	0.6

	
	
	
	
	
	364.5
	
	252.7


The effective tax rate for the current quarter ended 30 September 2011 is lower than the Malaysian income tax rate of 25% due mainly to the lower tax rates in certain jurisdictions where the Group operates and the over provision of tax in prior years.
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B8. Status of Corporate Proposal
The corporate proposal announced but not completed as at 17 November 2011, being a date not earlier than 7 days from the date of issue of the quarterly report is as follow:
On 27 May 2011, Sime Darby Engineering Sdn Bhd entered into Memoranda of Understanding for the proposed disposal of Teluk Ramunia and Pasir Gudang fabrication yards. On 25 August 2011, conditional sale and purchase agreements for a total provisional disposal price of RM689.5 million were signed with Petronas Assets Sdn Bhd and Malaysia Marine and Heavy Engineering Sdn Bhd. The proposed disposals are subject to fulfilment of certain conditions precedent on or before 16 March 2012. 
B9. 
Group Borrowings 








	
	
	As at 30 September 2011

	Long-term borrowings
	
	Secured
	
	Unsecured
	
	Total

	
	
	
	
	
	
	

	Term loans
	
	120.9
	
	1,790.1
	
	1,911.0

	Islamic Medium Term Notes
	
	                  –
	
	2,000.0
	
	2,000.0

	
	
	120.9
	
	3,790.1
	
	3,911.0

	
	
	
	
	
	
	

	Short-term borrowings
	
	
	
	
	
	

	
	
	
	
	
	
	

	Bank overdrafts
	
	                  –
	
	33.3
	
	33.3

	Portion of term loans due within one year
	
	                  –
	
	393.6
	
	393.6

	Unconvertible redeemable loan stocks due within one year
	
	                  –
	
	12.4
	
	12.4

	Revolving credits, trade facilities and other short-term borrowings
	
	601.4
	
	2,343.2
	
	2,944.6

	
	
	601.4
	
	2,782.5
	
	3,383.9

	Total borrowings
	
	722.3
	
	6,572.6
	
	7,294.9


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
	
	2,201.7
	
	2,146.5
	
	4,348.2

	Australian dollar
	
	167.0
	
	308.6
	
	475.6

	Chinese renminbi
	
	                  –
	
	316.5
	
	316.5

	Hong Kong dollar
	
	                  –
	
	155.8
	
	155.8

	European Union euro
	
	                  –
	
	2.6
	
	2.6

	New Zealand dollar
	
	                  –
	
	34.0
	
	34.0

	Pacific franc
	
	7.6
	
	–
	
	7.6

	Singapore dollar 
	
	                  –
	
	12.2
	
	12.2

	Thailand baht
	
	8.3
	
	31.3
	
	39.6

	United States dollar
	
	1,526.4
	
	376.4
	
	1,902.8

	Total borrowings
	
	3,911.0
	
	3,383.9
	
	7,294.9


The borrowings are secured by fixed and floating charges over property, plant and equipment, investment property, property development projects and other assets of certain subsidiaries.
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B10.
Financial Instruments and Realised and Unrealised Profits or Losses
a)
Derivative Financial Instruments

The Group uses forward foreign exchange contracts, interest rate swap contracts, currency swap contracts and commodity contracts to manage its exposure to various financial risks. The fair values of these derivatives as at 30 September 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
	–
	98.6
	
	(1.1)
	(91.5)
	
	6.0

	Interest rate swap contracts
	–
	–
	
	(12.8)
	(53.9)
	
	(66.7)

	
	–
	98.6
	
	(13.9)
	(145.4)
	
	(60.7)


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 2011. 

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 30 September 2011, the notional amount, fair value and maturity periods of the forward foreign exchange contracts are as follows:

	
	Notional Amount
	
	Fair Value Assets/ (Liabilities)

	
	
	
	

	- less than 1 year
	4,063.1
	
	7.1

	- 1 year to 2 years
	21.8
	
	(1.1)

	
	4,084.9
	
	6.0
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B10.
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 outstanding interest rate swap contracts as at 30 September 2011 are as follows: 

	
	Notional
	
	Weighted Average 

	Interest Rate Swap
	Amount
	Expiry Date
	Swap Rate

	LIBOR Range Accrual 
	USD52.5 million
	29 August 2012
	4.70% - 4.80%

	Plain Vanilla 
	USD517.5 million
	up to 27 December 2012
	3.20% - 4.72%



As at 30 September 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
	
	1,176.6
	
	(53.9)

	- 1 year to 3 years
	
	636.0
	
	(12.8)

	 
	
	1,812.6
	
	(66.7)


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. Accordingly, such contracts are deemed not to be financial instruments.
As at 30 September 2011, there were no contracts entered into and outstanding which were held for the purpose of trading. 
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B10.
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 

30 September 2011

	Total retained profits of the Company and its subsidiaries
	
	
	

	- realised
	
	
	21,774.9

	- unrealised
	
	
	(431.5)

	
	
	
	21,343.4

	Total share of retained profits from jointly controlled entities
	
	
	

	- realised
	
	
	32.9

	- unrealised
	
	
	(13.6)

	
	
	
	19.3

	Total share of retained profits from associates
	
	
	

	- realised
	
	
	190.7

	- unrealised
	
	
	(9.2)

	
	
	
	181.5

	Less: consolidation adjustments
	
	
	(7,540.6)

	Total retained profits of the Group
	
	
	14,003.6


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 entity’s 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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B11.
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 District Court of Sampit and the District Court of Kotabaru (District Court Decisions) and PTAS has appealed against the District Court Decisions given in favour of PTKL, PTTS and PTLS. PTKL and PTTS have on 13 June 2011 been served with PTAS’s memorandums of appeal in relation to PTAS’s appeals at the High Court of Central Kalimantan and counter-memorandums of appeal have been filed by PTKL and PTTS to the High Court of Central Kalimantan through the District Court of Sampit on 14 June 2011.

PTLS has received a letter from the High Court of South Kalimantan informing it that the appeal by PTAS has been registered on 27 May 2011 and PTAS's memorandum of appeal has been served on PTLS on 23 June 2011. A counter-memorandum of appeal has been filed by PTLS to the High Court of South Kalimantan through the District Court of Kotabaru on 30 June 2011. On 16 August 2011, PTAS’s appeal was dismissed by the High Court of South Kalimantan.

The District Court of Siak Sri Indrapura had on 10 January 2011 issued a Stipulation on Executorial Attachment and the Minutes of Executorial Attachment No. 01/DEL/PDT.EKS/2011/PN.Siak against PTAI to execute the SJ District Court Order (Siak Sri Indrapura Executorial Attachment). PTAI had on 27 January 2011 filed a Rebuttal (Perlawanan) at the District Court of Siak Sri Indrapura registered under Case No. 01/Pdt.Ver/2011/PN.Siak to oppose the Siak Sri Indrapura Executorial Attachment order over PTAI’s assets. On 10 November 2011, PTAI’s Rebuttal application was dismissed by the District Court of Siak Sri Indrapura (Siak DC Decision). PTAI has 14 days from 10 November 2011 to file an appeal against the said Siak DC Decision.
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 15 February 2012 and parties have been directed to file their list of witnesses and witness statements prior to 15 February 2012.

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 Marine (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) 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 Defences.
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B11.
Material Litigation (continued)

Dato’ Seri Ahmad Zubair, the 1st Defendant, thereafter filed third party notices dated 8 March 2011 against 22 individuals (Zubir’s Third Party Notices). These 22 individuals include some current members of the board of Sime Darby Berhad. Pursuant to Zubir’s Third Party Notices, 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.

Dato’ Mohamad Shukri, the 2nd Defendant, also filed similar third party notices dated 20 April 2011 against 12 individuals and Sime Darby Holdings Berhad (Shukri’s Third Party Notices). These 12 individuals comprise former management and former members of the board of Sime Darby Berhad, its subsidiaries and Kumpulan Sime Darby Berhad and former members of the audit and supervisory committee of Sime Darby Berhad’s Energy & Utilities Division. Pursuant to Shukri’s Third Party Notices, the 2nd Defendant is seeking an indemnity and/or contribution from the third parties in the event the 2nd Defendant is found liable to the Plaintiffs.

Solicitors have been engaged to defend all the third parties in the 1st and 2nd Defendants’ third party proceedings.

The 1st Defendant had on 2 June 2011 and 8 June 2011 discontinued its third party proceedings against 5 individuals out of the 22 it had originally named.

All the remaining third parties have applied to strike out third party proceedings instituted against them by the 1st and the 2nd Defendants. These applications are fixed for hearing on 30 November 2011

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) 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 Defences.

Dato’ Seri Ahmad Zubair, the 1st Defendant, therefore filed third party notices dated 8 March 2011 against 22 individuals (Zubir’s Third Party Notices). These 22 individuals include some current members of the board of Sime Darby Berhad. Pursuant to Zubir’s Third Party Notices, the 1st Defendant is seeking an indemnity and/or contribution from the 22 individuals in the event the 1st Defendant is found liable to the Plaintiffs.
Dato’ Mohamad Shukri, the 2nd Defendant, also filed similar third party notices dated 20 April 2011 against 11 individuals, Sime Engineering Sdn Bhd and Sime Darby Holdings Berhad (Shukri’s Third Party Notices). These 11 individuals comprise former members of the board of Sime Darby Berhad, its subsidiaries and Kumpulan Sime Darby Berhad and former members of the audit and supervisory committee of Sime Darby Berhad’s Energy & Utilities Division. Pursuant to Shukri’s Third Party Notices, the 2nd Defendant is seeking an indemnity and/or contribution from the third parties in the event the 2nd Defendant is found liable to the Plaintiffs.

Solicitors have been engaged to defend all the third parties in the 1st and 2nd Defendants’ third party proceedings.

The 1st Defendant had on 2 June 2011 and 8 June 2011 discontinued its third party proceedings against 5 individuals out of the 22 it had originally named.

All the remaining third parties have applied to strike out third party proceedings instituted against them by the 1st and 2nd Defendants. These applications are fixed for hearing on 30 November 2011.

Explanatory Notes on the Quarterly Report – 30 September 2011

Amounts in RM million unless otherwise stated

B11.
Material Litigation (continued)

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 and USD50.0 million for commissions and “morale compensation” respectively. SDE has appointed a local counsel in Abu Dhabi to represent it and defend the suit accordingly. At the case management on 14 August 2011, SDE (through its local counsel) filed its Statement of Defence and Counter Claim against EMAS for the sum of AED100 million.

On 22 August 2011, the Court dismissed EMAS's claim based on SDE's request for the matter to be referred to arbitration, as contained in SDE’s Statement of Defence. The solicitors have informed SDE that EMAS has until 21 September 2011 to file an appeal against the Court’s decision. As at 21 September 2011, SDE’s solicitors have not received any notification of an appeal by EMAS and accordingly this case is considered closed.

B12.
Dividend

No dividend has been declared or paid for the quarter under review.

The Board has recommended a final single tier dividend of 22.0 sen per share in respect of the financial year ended 30 June 2011 which is not taxable in the hands of the shareholders pursuant to paragraph 12B of Schedule 6 of the Income Tax Act 1967. The proposed final dividend was approved by members at the Fifth Annual General Meeting held on 10 November 2011 and will be paid on 15 December 2011.

B13.
Basic Earnings/(Loss) Per Share
	
	
	
	      Quarter ended 

       30 September

	
	
	
	
	
	2011
	
	2010

	
	
	
	
	
	
	
	

	Basic earnings/(loss) per share are computed as follows:
	
	
	
	

	.
	
	
	
	
	
	
	

	Profit/(loss) for the period attributable to owners of the Company
	
	
	
	
	
	
	

	 - from continuing operations
	
	
	
	
	1,088.9
	
	674.4

	   - from discontinuing operations
	
	
	
	
	(15.2)
	
	(19.7)

	
	
	
	
	
	1,073.7
	
	654.7

	
	
	
	
	
	
	
	

	Weighted average number 

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

	
	
	
	
	
	
	
	

	Basic earnings/(loss) per share (sen)
	
	
	
	
	
	
	

	 - from continuing operations
	
	
	
	
	18.12
	
	11.22  

	   - from discontinuing operations
	
	
	
	
	(0.25)
	
	(0.33)

	
	
	
	
	
	17.87
	
	10.89

	
	
	
	
	
	
	
	













By Order of the Board

Kuala Lumpur
Norzilah Megawati Abdul Rahman
24 November 2011
Group Secretary
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