MAA HOLDINGS BERHAD




NOTES TO THE QUARTERLY REPORTS ON CONSOLIDATED RESULTS FOR THE FINANCIAL YEAR/QUARTER ENDED 31 DECEMBER 1999




1
Accounting Policies




The same accounting policies and methods of computation are followed in the quarterly financial statements as compared with the most recent annual financial statements.



2
Exceptional Items




There were no exceptional items for the financial period or year under review.



3
Extraordinary Items




There were no extraordinary items for the financial period or year under review.



4
Taxation




The taxation charge is in relation to taxation deducted at source on dividend income received and deferred taxation charge.  No additional income taxes were provided as 1999 is a tax-waiver year.  The taxation charge for the year includes deferred tax.



5
Pre-acquisition Profits




There were no pre-acquisition profits for the current financial period or year.  



6
Investment Income 




The investment income comprises interest and dividend incomes of the Group's insurance operations.  

7
Quoted Securities and Profit on Sale of Investments and/or Properties




There were no purchases or disposal of quoted securities by the Group for the year ended 31 December 1999 other than by the insurance subsidiary which is exempted from disclosure of this information.  Included in other income is net profit from sale of investments and changes in provision for diminution in value of investments for the current financial year amounting to a total of RM63.8 million.



8
Changes in Composition of the Group




In June 1999, the Group completed the Scheme of Arrangement between Malaysian Assurance Alliance Berhad ("MAA"), its shareholders and MAA Holdings Berhad ("MAAH").  Under the Scheme, the shareholders of MAA were allotted one share in MAAH in exchange for surrendering one MAA share, and MAAH shares were listed on the Kuala Lumpur Stock Exchange ("KLSE") in place of MAA shares that were delisted from the KLSE.  At the same time, all existing subsidiary and associated companies of MAA, other than Maacorp Sdn Bhd ("Maacorp"), became subsidiary and associated companies of Maacorp.




In November 1999, MAAH subscribed for 13 million new ordinary shares of RM1 each in Maacorp at par.  Following the new issue of shares, Maacorp became a direct subsidiary of MAAH and ceased to be a subsidiary of MAA.  In December 1999, MAAH purchased the remaining 12 million ordinary shares of RM1 each in Maacorp from MAA for a cash consideration of RM12 million.  Following the purchase, Maacorp becomes a wholly owned subsidiary of MAAH. Maacorp has changed its name to MAA Corporation Sdn Bhd effective from 18 February 2000.

9
Status of Corporate Proposals




(i)
The following corporate proposals, which are part of the restructuring scheme described in item 8 above, have yet to be implemented:





(a)
Private placement of up to 11 million ordinary shares of RM1 each;  the deadline for carrying out this private placement is June 2000.  The private placement has not been carried out yet as the directors are of the view that prevailing market prices of MAAH shares are too low and does not reflect the intrinsic value of the Group.  The directors are of the view that it would be to the benefits of the Group if the new shares are placed out at prices closer to the intrinsic value of the Group; and




(b)
Transfer of MAA's investment in Maacorp preference shares to MAAH for a cash consideration of approximately RM57.4 million.  The consideration is to be paid for by MAAH arising from the proceeds of the above mentioned private placement of new MAAH shares.



(ii)
In October 1999, the Company announced that subject to approval by the Company's shareholders at a general meeting, the Group will participate in Tajo Berhad's proposed Scheme of Arrangement with its creditors ("Tajo Scheme").  Tajo Scheme involves debt to equity conversion and is subject to approval by the creditors at a court convened meeting.  The Group shall participate in Tajo Scheme as one of many secured and unsecured creditors.  MAA is the only fully secured creditor.  Upon completion of Tajo Scheme, the Group will initially own approximately 28% of the enlarged issued and fully paid-up capital of Tajo.  As announced earlier, the Group's intention is to dispose of the block of Tajo shares at the earliest possible opportunity as the Group shall remain focused in the insurance and financial services industry.  The Group does not expect to record any loss from disposal of Tajo shares.



10
Seasonal or Cyclical Factors




The Group's business operations are not significantly affected by any seasonal or cyclical factors.



11
Equity Structure




777,000 shares were issued under the Group's Employee Share Option Scheme during the financial year ended 31 December 1999.



12
Group Borrowings




Total Group borrowings as at 31 December 1999 amounted to RM68.51 million, all of which are unsecured and short term in nature. All borrowings are denominated in Ringgit Malaysia.



13 Commitments and Contingencies


There were no contingent liabilities as at 25 February 2000 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).



14
Financial Instruments with Off Balance Sheet Risks




There were no financial instruments with off-balance sheet risk as at 25 February 2000 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).



15
Material Litigation




There were no material litigations as at 25 February 2000 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).



16 Segmental Reporting



Turnover
Profit/(loss)
Gross Assets


Before taxation
Employed


As at
As at




1999
1998

1999
1998
31.12.99
31.12.98






RM'000
RM'000

RM'000
RM'000
RM'000
RM'000


















Insurance
       886,836 
       807,363 

       106,695 
         50,417 
    1,979,733 
1,449,022





Hire purchase, leasing and other credit activities
            6,750 
            5,144 

            2,797 
               895 
         87,204 
49,935





Property Development &

  Management
         25,207 
         22,863 

         (7,974)
              280 
              215   
17,112





Other Activities
              155   
           1,085   

            (193) 
              872
         24,629 
12,113





Total
       918,948 
       836,455 

       101,325 
         52,464 
    2,091,781 
1,528,182



















Turnover of the Group represents gross premiums written during the year in respect of life and general insurance businesses, gross interest income from hire purchase, leasing and other credit activities and the recognition of income from sale of uncompleted properties in proportion to the stage of completion.



17 Review on Quarterly Performance

The Company recorded a turnover of  RM327.5 million for the fourth financial quarter ended 31 December 1999.  Profit before taxation for the fourth financial quarter ended 31 December 1999 amounted to RM71.8 million, of which profit from the life insurance business contributed RM52.5 million.  

18 Review of Group's Results

As the year 1999 unfolded, the signs of economic revival began to show. In tandem with such improved economic and business environment, the Group has successfully recorded strong growth in both profit and turnover for the year ended 31 December 1999. 

The Group's profit before tax escalated by 92.5% to RM101.3 million as compared to RM52.2 million recorded in the preceding year. The Life Insurance Division continues with its strong performance by posting a profit before tax of RM52.5 million (1998 - RM33.3 million), an increase of 57.7%. Subsequent to the transfer to Shareholders' Fund, the surplus carried forward in the Life Insurance Fund grew significantly by 166.3% to RM237.7 million as at 31 December 1999.

Despite the difficult and challenging market conditions, the General Insurance Division's profit before tax ballooned by 5161.9% to RM55.1 million (1998 -RM1.0 million). This impressive performance was achieved on the back of the successful implementation of various effective underwriting, claims, cost containment and management expenses reduction measures during the year coupled with improved investment income.

On the contrary, the Shareholders' Fund and the other non-insurance group companies suffered a loss of RM6.0 million. This was attributed to the loss of RM7.8 million recorded by Saraintan Developments Sdn Bhd ("Saraintan"), the property development subsidiary. Saraintan was disposed in December 1999.

During the period under review, the turnover of the Group recorded a commendable growth of 9.9% to RM918.9 million (1998 -RM836.5 million), spearheaded by the Life Insurance Division that recorded a robust growth of 22.5% to RM589.0 million (1998 -RM480.7 million). In terms of annualised new business premiums for individual life business, the Division chalked up a phenomenal increase of 94.0% to RM261.4 million (1998 - RM134.7 million) that successfully places MAA as the second largest life insurer in Malaysia. This rapid growth was achieved following the introduction of several new products during the year.

Conversely, the General Insurance Division recorded a drop of 8.8% in its total gross premiums to RM297.8 million (1998 - RM326.6 million). This consolidation was a result of the implementation of more stringent underwriting strategies emphasizing business quality and profitability. 

19
Prospects for the Current Financial Year




The Malaysian economy is expected to maintain its growth momentum in the year 2000. This augurs well for the Malaysian insurance industry in general and the Group in particular. The Group will continue with its proven business strategies that emphasize on qualitative and sustainable growth in both turnover and profit.



20
Explanatory Notes on Variance of Actual Profit from Profit Forecast which is only applicable for the Final Quarter




This note is not applicable.



21
Dividends




The Board of Directors has recommended a first and final dividend payment of 5% tax-exempt for the year ended 31 December 1999. The proposed dividend is subject to the approval of the shareholders at the forthcoming Annual General Meeting to be held on a date to be announced later.



By Order of the Board
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