MAA HOLDINGS BERHAD




NOTES TO THE REPORT FOR THE FINANCIAL QUARTER ENDED 31 MARCH 2000

1
Accounting Policies




The accounting policies and methods of computation applied in the quarterly report are consistent with those applied for the annual financial statements.  There have been no significant changes to these policies.



2
Exceptional Items




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



3
Extraordinary Items




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



4
Taxation




The provision made for taxation does not contain any deferred taxation charge or adjustment for under or over provision for taxation in respect of prior years.

5
Pre-acquisition Profits




There were no pre-acquisition profits for the current financial period to date.  



6
Investment Income




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

7 Profit on Sale of Investments and/or Properties


Included in other income is net profit from sale of investments and changes in provision for diminution in value of investments for the financial quarter.  


The profit on sale of investments for the financial quarter amounted to RM22.6 million.

8 Quoted Securities


There were no purchases or disposal of quoted securities by the Group for the financial quarter other than by the insurance subsidiary, which is exempted from disclosure of this information.  

9
Changes in Composition of the Group




There is no change in the composition of the Group during the financial quarter.

10
Status of Corporate Proposals




(i)
The following corporate proposals that form part of the restructuring scheme have yet to be implemented:



(a) The private placement of up to 11 million ordinary shares of RM1.00 each has yet to be carried out as the Directors were of the view that the prevailing market price of MAA Holdings Berhad (MAAH) shares does not truly reflect the intrinsic value of the Group.  The deadline for carrying out this private placement is June 2000.   With the recent volatility and weakness in the domestic stock market, the Group has applied to the relevant authorities for extension of time to carry out the private placement of the new shares; and



(b)
The transfer of the investment in MAA Corporation Sdn Bhd (formerly known as Maacorp Sdn Bhd) preference shares by Malaysian Assurance Alliance Berhad (MAA) to MAAH for a cash consideration of approximately RM57.4 million.  The consideration is to be paid for by MAAH 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.



11
Seasonal or Cyclical Factors




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



12 Equity Structure


221,700 shares were issued under the Group's Employee Share Option Scheme during the financial quarter ended 31 March 2000.



13
Group Borrowings




The Group borrowings as at 31 March 2000 include short term borrowings amounting to RM26.4 million and long term borrowings amounting to RM42.6 million.  Both the short term and long term borrowings are unsecured and denominated in Ringgit Malaysia.



9 Commitments and Contingencies


There were no contingent liabilities as at 26 May 2000 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).



15
Financial Instruments with Off Balance Sheet Risks




There were no financial instruments with off-balance sheet risk as at 26 May 2000 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).



16
Material Litigation




There were no material litigations as at 26 May 2000 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).



10 Segmental Reporting



Turnover
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N/A 

       16,678 
        N/A 
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Leasing
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            N/A 
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N/A
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N/A
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              N/A
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Total
       188,324 
       N/A 

       16,974
         N/A 
    2,221,586 
2,101,560



















Turnover of the Group represents gross premiums written in respect of life and general insurance businesses, gross interest income from hire purchase, leasing and other credit activities.


11 Comparison With The Preceding Quarter’s Results 


The Group’s profit before tax for the quarter under review was RM17.0 million, which was lower than that of the preceding quarter of RM 73.7 million. This differential in profit was primarily due to the Group’s policy of transferring life business profit to the shareholders’ fund only at the end of the financial year.

12 Review of Performance

The Group recorded strong growth in both turnover and profits for the quarter ended 31 March 2000.  Turnover of the Group for the quarter registered a growth of 13.8% to RM188.3 million (1999 – RM165.5 million).  The growth was attributable to improved domestic economy and continuing strong demand for traditional life products and increasing acceptance of new life products.  Consequently, the Life Insurance Division chalked up an impressive growth of 35.4% in terms of total gross premiums.  In regard to annualised new business premiums for individual life, the Division has again outperformed the industry by achieving excellent growth of 246.4%, against the industry growth rate of 84.7% in the quarter.

The total gross premiums of the General Insurance Division contracted marginally by 0.3% to RM62.7 million (1999 – RM62.9 million) due mainly to the continuing focus on business quality and profitability.


The Group’s profit before tax for the quarter increased substantially to RM17.0 million as compared to RM1.6 million recorded during the corresponding period last year. The General Insurance Division contributed RM16.5 million while non-insurance business contributed the balance of RM0.5 million.  Consistent with the practice last year, no profit was transferred from the Life Insurance Fund for the quarter as the transfer of life business profit is only done at financial year end.  The unallocated surplus carried forward in the Life Insurance Fund expanded by RM38.2 million to RM285.4 million during the quarter.

20
Prospects




The domestic economy has rebounded strongly over the last twelve months.  The impressive growth of 11.7% recorded in the first quarter of 2000 has further proved that the recovery is firmly on track. In tandem with the strong performance of the economy,  the insurance industry is expected to perform well in 2000.  Barring any unforeseen circumstances, the Group is optimistic of recording a set of satisfactory results for the current financial year.

21
Explanatory Notes on Variance of Actual Profit from Profit Forecast which is only applicable for the Final Quarter




This note is not applicable.



22
Dividends




The Directors do not recommend the payment of any interim dividend for the current financial quarter (31.03.1999 – Nil).

23 Proposed Bonus Issue of Shares

Subject to the approvals of the shareholders and the relevant authorities, the directors propose a Bonus Issue of one (1) new ordinary share for every three (3) existing ordinary shares held. The Proposed Bonus Issue will be capitalised from the retained profits of the Company as at 31 December 1999. The new ordinary shares to be issued under the Proposed Bonus Issue shall, upon issue and allotment, rank pari passu in all respects with the existing ordinary shares of the Company except that they shall not be entitled to any dividend which has been or may be declared before the issue of the bonus shares.

The proposed increase in the capital base of the Company via the Proposed Bonus Issue will put the Company in a much stronger position to confront the many challenges ahead.  It reflects management’s confidence in the ability of the Group to continue to add value to the businesses of the Group.  At the same time, it will also increase the marketability of the Company shares, both in terms of liquidity and affordability. 

By Order of the Board
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