
MALAYSIA BRITISH ASSURANCE BERHAD (12428-W)

UNAUDITED 3RD QUARTER REPORT ON THE CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 31 MARCH 2000

NOTES

1) The quarterly financial statements have been prepared using the same accounting policies and methods of computation as compared with the most recent annual financial statement.

2) There was no exceptional item in the quarterly financial statement under review.

3) There was no extraordinary item in the quarterly financial statement under review.

4) The tax figures do not contain any deferred taxation or adjustment for under or over provision in respect of prior years.

5) There were no pre-acquisition profits included in the results for the third quarter ended 31 March 2000.

6) There were no profits on the sale of investments and/or properties for the current financial year to date.

7) The particulars of purchases or disposal of quoted securities by insurance companies are exempted for disclosure by the Exchange.

8) There were no changes in the composition of the Company for the quarter ended 31 March 2000 including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.

9)
Status of Corporate Proposal

On 25 October 1999, the Company announced the proposed bonus issue of up to 13,730,650 new ordinary shares of RM1.00 each credited as fully paid-up on the basis of one (1) new ordinary share for every three (3) existing ordinary shares.

Commerce International Merchant Bankers Berhad was appointed to act in respect of the corporate proposal.

Shareholders’ approval was obtained on 18 February 2000.

The bonus shares amounting to 13,341,361 new ordinary shares of RM1.00 each was allotted on 29 March 2000.

10)
Our principal business operations are not significantly affected by seasonality or cyclicality factors.

11) There were no issuances and repayment of debts and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the financial period ended 31 March 2000 except for the bonus issue of 13,341,361 ordinary shares and 448,000 ordinary shares arising from Employees' Share Option Scheme.

12) There were no group borrowings and debt securities as at 31 March 2000.

13)
As of 31 March 2000, the bank guarantee and other credit facilities of the Group have been utilised up to about RM234 million.  The bank guarantees utilised are mainly in respect of the company's performance bond business which, as a matter of business practice, are substantially reinsured with international reinsurers.

14) As at the date of this announcement, there were no financial instruments with off balance sheet risk.

15)
Material Litigation
Save as disclosed as below, neither the Company nor its subsidiaries is engaged in any material litigation (other than litigation arising from the ordinary course of insurance business), either as plaintiff or defendant, and the Directors of the Company have no knowledge of any proceedings pending or threatened against the Company and its subsidiaries or of any facts likely to give rise to any proceeding which may materially affect the position and business of the Company and its subsidiaries:-

(i) In Kuala Lumpur Industrial Court Case No.3/4-543/97, the former Principal Officer of MBA Life Assurance Berhad (“MBA Life”) , a wholly-owned subsidiary of the Company, Kendall Nicholas Gaze, had instituted legal action against MBA Life for alleged wrongful dismissal on 23 December 1997.  In defence, MBA Life maintained that the claimant's dismissal was with just cause and excuse.  This case has been amicably settled out of court subsequent to the financial quarter.
(ii) In Kuala Lumpur Industrial Court Case No.4/4-671/97, the former Assistant General Manager of MBA Life, Tan Cheng Kok, had instituted legal action against MBA Life for alleged wrongful dismissal on 16 March 1998.  In defence, MBA Life maintained that the claimant's dismissal was with just cause and excuse.  This case has been amicably settled out of court subsequent to the financial quarter.
(iii) Pursuant to the unconditional mandatory general offer (the “General Offer”) undertaken by Langkah Bahagia Sdn. Bhd. (“LBSB”) for the remaining 9,862,440 ordinary shares of RM1.00 each in International Bank Malaysia Bhd. (formerly known as Hock Hua Bank (Sabah) Berhad) (the “Bank”) not already owned by LBSB at a cash offer price of RM17.92 per share, LBSB had rejected the Company’s acceptance of the General Offer in respect of 3,000,000 shares in the Bank owned by the Company (the “Said Shares”) on the grounds that the Company had failed to obtain prior written approval under Section 45 of the Banking and Financial Institution Act, 1989 (“BAFIA”) for the sale of the Said Shares (“BAFIA Approval”).


The Company had been advised by its solicitors that it was under no legal obligation to obtain the BAFIA Approval and that there was a concluded contract (the “Said Contract”) between the Company and LBSB to acquire from the Company the Said Shares for a total cash consideration of RM53,760,000.


The Company filed a suit (No. D2-24-37-1997) at the Kuala Lumpur High Court on 16 December 1997 and is seeking declarations from the Court that the acceptance by the Company of the General Offer is a valid and enforceable contract, and that the purported rejection by LBSB of the Company’s acceptance of the General Offer is invalid and of no effect.  The hearing date has been fixed on 19 September 2000.  The Directors are presently working closely with the solicitors on the case and at this juncture, it is premature to deduce the outcome of the case.

16) The segmental reporting for the Group was as follows:-
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The Group operates predominantly in Malaysia and, accordingly, the Directors are of the opinion that financial information by geographical segments of the Group's operations is not necessary to be presented.

17) For the third quarter ended 31 March 2000, the Group incurred a loss before taxation of RM5.8 million as compared to RM8.5 million profit for the previous quarter ended 31 December 1999.  The loss incurred was mainly due to the disposal of certain quoted shares in the Company during the current quarter.  As a result of this rationalisation exercise, the unrealised gain in the shares portfolio of the Company as at 31 March 2000 was RM19.5 million (unrealised loss of RM11.6 million as at 30 June 1999).

The underwriting result was affected by an abnormal increase in the number of motor theft claims.

18)
Review of Results

The Group continued to perform satisfactory with turnover increased by 7% to RM303.3 million for the nine months ended 31 March 2000.  The Group move into writing personal line products and larger industrial risks have begun to show results with premium growth of 92% and 100% respectively over the same period last year.


As explained in note 17, the results for the nine months were affected by the rationalisation of the shares portfolio and the abnormal increase in the number of motor theft claims.


The profit for the nine months excludes any surplus to be transferred from the Life Fund to the Shareholder's Fund.  The surplus from the Life Fund will be determined at the financial year end after the statutory valuation of the Life Fund's actuarial liabilities has been carried out by the actuary.  As at 31 March 2000, it is estimated that the surplus to be transferred from the Life Fund to the Shareholder's Fund is RM1.5 million.

19)
Prospects
The Group has moved successfully into writing personal lines and large industrial risks products.  With the Malaysian economy recovering, the Directors expect the gross written premium to grow further in the next quarter.

20) There is no explanatory notes for variance of actual profit from profit forecast due to :-

a) the above explanatory notes to be disclosed applies only to the final quarter as required by the Exchange ; and

b) there is no profit forecast being submitted to the Exchange for the period.

21) The directors do not recommend the payment of any dividend for the financial quarter ended 31 March 2000.
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