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1. Company Description

Sime Darby Berhad is a Malaysia-based investment
holding company. The company through its
subsidiaries is involved in plantation, property,
industrial equipment, motors, and energy and
utility sectors. Sime Darby Berhad operates in five
segments. Its plantation segment is engaged in
production and marketing of fresh fruit bunches,
crude palm oil, palm kernel, rubber and refining
and marketing of palm oil related products. Its
property
segment
develops
and
markets
residential, commercial and industrial properties
and development land and management and
provision of golf and other recreational facilities
and services. Industrial segment is engaged in
sales, rental and servicing of heavy equipment.
Motors
segment
provides
assembly
and
distribution of vehicles and the provision of aftersale services. Its Energy & Utilities is engaged in
engineering, power generation and supply of
treated water, and ownership management of port
facilities.
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Company Peers:
Company Name

Ticker

The Siam Cement PCL

SCC TH

Toray Industries Inc

3402 JP

Mitsubishi Heavy Industries Ltd

7011 JP

Ayala Corporation

AC PH

Grupo Carso S.A. de C.V.

GCARSOA1
MX
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Industry Drivers
Given the vast variety of activities in which industrial conglomerates are usually
involved, it’s expected to have high effect on various environmental aspects.
Specifically speaking, raw materials are of important usage for industrial conglomerates
and used in huge numbers, in addition to its effect on the climate change through its
emissions and the way it manages its waste and water. On the social level, industrial
conglomerates should be focused on its human capital; especially that it is seeking very
good calibers to run their operations. In addition to this diversity is an important aspect
on both human capital level and its supply chain. Referring to the latter, the companies
in his field handle vast supply chains on which they should set rules and regulations to
be handled in the most efficient way. Moreover, the role of industrial conglomerates
towards the community is quite important, given its expected size and potential benefit
it can give back to the society. Taking into consideration the expected involvement of
these companies in various countries, governance aspects should be very clear in terms
of business ethics especially corruption, competition and transparency.

Sector Related ESG Aspects: Industrial Conglomerate
Environment

Air Emissions
Habitat Protection
Management
Waste Management
Water Resource Management

Social

Human Capital
Supply Chain
Community

Governance

Accountability
Anti-Corruption
Anti-Trust
Reporting and Transparency
Business Ethics & Fraud
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Business Involvement: The company is subject to review in all
business involvement aspects, due to being an industrial
conglomerate which makes it prone to dealing in several sectors.
Countries of Concern

IdealRatings reviewed the most recent released reports and credible news sources
for Sime Darby Berhad

Overall Comment Rating
Sime Darby Plantation has took the initiative of issuing its first standalone sustainability report,
to cover its sustainability performance and initiatives, in addition to complementing the Group’s
relevant performance. The company is lacking various important numerical data in the
environmental aspect, concerning waste and water management. Socially, the company’s score
was quite similar to the environmental facet, as it missed key required data especially on the
suppliers’ level. As for the Governance the company has fared better than the first two aspects
by succeeding in reporting the main required data. It is highly recommended that the company
ties its executives’ compensations with the ESG goals and objectives. This would encourage
more involvement from the senior management to induce such plans.
The Group has taken some milestones in various sustainability aspects, yet to be supported by
transparency about the numbers to support such progress.

Environment

Score: 60

v Management
The company has a clear environmental policy upon which it has set its action plans, stating:
“The preservation of the environment goes hand in hand with the long term viability of our
business. Depleting natural resources and climate change continue to pose a risk to our business
sustainability and we are focused on tackling these issues and operating in an environmentally
responsible manner.” It has a sustainability committee that oversees environmental, health and
safety guidelines set by the company and how they are implemented.
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Not all of the company’s subsidiaries have the ISO 14000 certificate; mainly Sime Darby Kempas
Sdn Bhd. has stated it explicitly on its website. Stakeholders’ engagement is recognized as an
integral part of the company’s sustainability strategy. Among the discussed topics were
deforestation, biodiversity and carbon emissions.
The company does not report the results of its environmental auditing process, the expenses on
the environmental improvement, and environmental grievance mechanisms.

v Air Emissions
The company has recognized that global warming can negatively affect their business, and has
such taken actions in terms of its carbon and air emissions management. Among these were the
use of hybrid vehicles that offers cleaner technology, in addition to piloting the design and
commercialization of green buildings. The company was transparent in announcing its
greenhouse gas emissions by business unit and by source. It however does not disclose any other
types of air emissions.

Sime Darby has been using alternate energy sources; using
Biomass as a green energy source. 85% of the company’s
energy usage is from combustion of oil palm waste. It has
also been using biogas as a main driver to reduce carbon
emissions. The company now operates four composting
plants that are registered under the UN’s Clean
Development Mechanism (CDM), jointly developed with
Denmark.
The company is a signatory of the Carbon Disclosure Project
(CDP) since 2015 after it has been previously declining to
participate in the project. The company has scored 80 and
lies within a performance band ‘C’.
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v Habitat Protection
Sime Darby’s main production locations for palm oil are Malaysia and Indonesia, which are
recognized for their high rates of biodiversity. The company has been a founding member of the
‘Roundtable for Sustainable Palm Oil’ (RRPO) and received its first award certificate. The RSPO
guarantees the sustainability of palm oil through certain rules and guidelines, upon which it
monitor its member companies. Sime Darby has been involved in several philanthropic events to
support biodiversity such as; the restoration of wild rhino population in Sabah, contribution to
Bornean Sun Bear Conservation Centre, restoration of 5,400 hectares of degraded forest area in
the northern Ulu Segama Malua area, and other relevant activities.

v Water Resource Management
Details about water management is not found in the company’s sustainability report, it is mainly
focused on the treatment of wastewater. As per their website, it is mentioned that water
management is a key aspect their sustainability and that some divisions have started collecting
data and monitoring water consumption.

v Waste Management
Aside from the previous biomass plans, some of the company’s divisions have initiated waste
monitoring and collection management. Sime Darby has also started waste management
inventory. As a mean to effectively manage the agricultural waste, the company’s plantation
division introduced co-composting of empty fruit bunches (EFB) and palm oil mill effluent
(POME). As for the property division, it has set a target of 20% reduction of general waste in all
townships and business units.
As for hazardous waste minimal information has been disclosed. As per the 2015 CDP report,
the company is developing a palm oil manufacturing process that requires less energy, does not
generate hazardous chemical waste and does not require chemical catalysts. The company does
not disclose numerical data regarding non-hazardous and hazardous wastes.

Aside from the above detailed aspects, it is worth noting that the company did not mentioned
any details about recycling whether for its output or for the used raw materials. Moreover, in
October 2015, Sime Darby Plantation Company has been under investigation by a joint
Ministerial Investigation committee for an explosion in Bomi County. The company is expected
to face fines due to violations of the Health and Safety Standards and Environmental Protection
and Management Law of Liberia
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Social

Score: 65

v Human capital
The company has committed itself to the UN Global compact principles, which entail antidiscrimination policy. In terms of female representation, the company’s board of directors has 3
females constituting 25% of the board’s management. Moreover females constitute 22% of its
employees count. No figures on disabled employees have been announced. As for the working
conditions, the company has created a talent development and learning program for its
employees to enhance its employees’ performance and prepare them for further leadership
positions. It has announced its average training hours provided in its 2013 report whereas these
figures where missed in its 2014 report. Also employees’ compensation policy, turnover rates
and medical coverage, were not disclosed.
Despite setting Health and safety as integral
aspect for employees, and adopting external
certification schemes, such as OHSAS, the
company has faced the afore-mentioned
explosion in Liberia that affected several
workers. The company was transparent in
announcing its accident rates. Safety
induction programs take place in the Group’s
divisions.

The company gives its employees the right to join trade unions. The numbers of employees
covered under collective bargaining schemes have increased from 67.5 thousands in 2012/2013
to 71.3 thousands in 2013/2014. It also monitors the human rights through its code of ethics.
Despite such efforts the company didn’t declare its support to the Universal Declaration of
Human Rights (UDHR) or the International Labor Organization (ILO).
Taking into consideration the importance of both sides, Sime Darby measures its customers’
and employees’ satisfaction through an annual survey.

v Supply Chain
The company has extended its regulatory procedures beyond its organization to reach its
vendors, including its suppliers, partners, consultants, contractors, and service providers. It has
thus created a detailed code of conduct for responsible procurement and vendor governance.
Sime Darby conducts inspections to ensure the abidance by the code of conduct. It however
fails to state privacy regulations or communicate its auditing results numerically.
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v Community Involvement
As a mean of giving back to the society the company has created several philanthropic
initiatives in eradication of extreme poverty and hunger, education, health access,
empowerment of women, and environment. It also stated that it provides over 2700
volunteering hours.

Governance

Score: 82.5

v Accountability
The company’s corruption policies are audited through its governance and audit committee. It
also has procedures for bribery related investigations. It also has whistleblowing procedures to
report any suspected wrongdoings observed in the group. Reporting can be done through an eform, email, toll free lines, letters and faxes.

v Anti-Corruption
Aside from being a UN Global Compact Signatory, where corruption is among its principles, the
group takes zero tolerance approach towards bribery and any other form of corruption. Any
breach of these policies will induce imprisonment for individuals, termination, and unlimited
fines, in addition to damages to the group’s reputation. The company provides anti-corruption
training to ensure its employees have total understanding.

v Anti-Trust
The group is committed to competing ethically in the marketplace. Details and examples of antitrust practices have been detailed in the company’s code of conduct such as price fixing and
division of markets.

v Reporting and Transparency
Sime Darby has a remuneration and nomination committee and disseminates directors'
remuneration details on an annual basis. No details are stated about the directors and executives
stock ownership. Moreover, the roles of the Chairman and CEO are separate to enhance the
overall integrity of the company. Also the company’s chairman is independent. It’s however
noted that only half of its board members are independent and half of its audit and risk
committee members have the relevant financial expertise.
The company states its accounting policies in its annual reports. In November 2011, the MASB
issued the Malaysian Financial Reporting Standards Framework (MFRS Framework) to replace
the FRS Framework. MFRS Framework is a fully IFRS-compliant framework which is applicable
for all non-private entities for annual periods beginning on or after 1 January 2012, other than
the Transitioning Entities (TEs), which may defer adoption by three years in view of imminent
Copyright 2006-2016 IdealRatings, Inc. No part of this material may be (i) copied, photocopied or duplicated in any
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changes which may change current accounting treatments.
As a mean of transparency, the company’s CSR report is partially externally audited, specifically
talking certain aspects of occupational health and safety and carbon emissions.

v Business Ethics
The company has a detailed formal corporate governance policy, which highlights the
appropriate checks and balances between the divisions and the group, in addition to the relation
between the board and its executives to ensure transparency. In its code of ethics, Sime Darby
has detailed policies on insider information, securities trading, public disclosure policy, and
political parties dealing.

Exclusion Criteria:
v Business Involvement:
The company is involved in both ‘Alcohol’ and ‘Entertainment’ but with quite minimal levels
that does not exceed the total 5% from total revenue threshold. As for the former, it accounts for
0.10% from the company’s total revenue with a value of $2.44m, whereas the entertainment’s
involvement is worth $12.24m with 0.50% share in the total revenue.
The company has also been found involved in dealing with GMO products being the first
company in the world to fully sequence, assemble and annotate the oil palm genome using new
technology. In addition to this it has a patent for ‘Methods for obtaining a genetically modified
plant or microbe and for increasing oil yield’.

v Countries of Concern:
Sime Darby is involved in three countries of concern; Burma, North Korea and Russia. The
company has a subsidiary in Burma ‘Sime Darby Yangon Limited’. Whereas it has a port
‘Weifang Sime Darby Port’ that serves as a domestic shipping route for ports located in various
countries including Russia and North Korea.
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ESG Screening:
IdealRatings ESG rulebook has set a
score out of 100 for each category;
Environment, Social, and Governance.
Based on the screening, scoring and
rating is assigned to the company as
per the below scoring system.
Moreover exclusion criteria are applied
on business involvements of companies
in the following controversial activities
that include: fossil fuel, nuclear power,
controversial weapons, Genetically
Modified Organisms (GMO), alcohol,
tobacco, firearms, pork…etc.

IdealRatings Scoring System
Rating
Score
AAA

270-300

AA

240-270

A

210-240

BBB

180-210

BB

150-180

B

120-150

CCC

90-120

CC

0-90
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Disclaimer
This research is for our clients only. This research is based on current public
information that we consider reliable, but we do not represent it is accurate or
complete, and it should not be relied on as such. The research reports are published
at irregular intervals based on clients’ request or as appropriate in our analysts’
judgment.
This research is not an offer to sell or the solicitation of an offer to buy any
security in any jurisdiction especially where such an offer or solicitation would be
illegal. It does not constitute a personal recommendation or take into account the
particular investment objectives, financial situations, or needs of individual clients.
Clients should consider whether any advice or recommendation in this research is
suitable for their particular circumstances and, if appropriate, seek professional
advice, including tax advice. The price and value of investments referred to in this
research and the income from them may fluctuate. Past performance is not a guide
to future performance, future returns are not guaranteed, and a loss of original
capital may occur. Fluctuations in exchange rates could have adverse effects on the
value or price of, or income derived from, certain investments.
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