04 MAY 1998

Al G GETS FI VE YEARS' GRACE ON EQUITY RULI NG

KUALA LUMPUR, May 4 (Bernamm) -- Prinme Mnister Dr Mahat hir Mohanad
said Arerican International Goup Inc (AlG has been given a defernent of
five years to conply with the governnent's ruling to sell down its stake in
American International Assurance Co Ltd (Al A Malaysia) to 51 percent.

"W will give themfive years to continue the deferment until such tine
when we are ready," he said after witnessing a joint venture agreenent
signi ng betwen Al G and Mal aysia's Software | nternational Corporation (M
Sdn Bhd (SI).

AlGand SI will forma Mlaysian joint venture conpany to engage in
i nformati on technol ogy business in the Multi Media Super Corridor (MC)
Anong others, it would involve investnent for MSC s snmart card
apllications.

The prinme mnister said other insurance conpani es woul d al so be given
five years' defernent to conmply with the 51 percent ruling but Al G was
considered first.

Dr Mahathir said the governnent coul d not discrininate other foreign
insurers but in the case of AIG the decision for the defernent was a very
strong case.

At the Wrld Trade Organisation (WO 's talk |ast year, Ml aysia has
decided to place a 51 percent ceiling on foreign insurance stake in |oca
units.

Al G has a 100 percent interest in its Kuala Lunmpur-based Al A Mal aysi a.

Mal aysi a had since the WO s tal ks insisted that Al G divest part of its
stake in Al A Mal aysi a.

On the joint venture, the Prime Mnister said Al G woul d provide an
initial capital of US$10 nmillion, which "I amquite sure is just a
begi nni ng. "

He al so commended Al G for having a reputation as a good foreign
corporate citizen that kept its earnings in the country.

He al so hoped that other conpanies would follow AIG s footsteps in
their investment plans for Ml aysia.

"In particular, foreign conmpanies should follow AIGin its investnent
in the MSC, which Malaysia is aggressively pronoting and al so prom sed very
good investnents for every conpani es,” he said.

"I hope this cerenmony marks the beginning of a very active foreign
direct investnent fromthe US into Mal aysia, which of course, will help us
recover fromour present difficulties,"” he added.

To a question, Al G chairman Maurice R Greenberg said for the tine
bei ng, the joint venture software conmpany woul d not require nmuch capital to
start.

"As business grows, we will make available the capital," he said.

As to the amount that Al G woul d set aside for the investnent, he said
it would depend on the business but he declined to el aborate.

He al so said there was a need for software skills, especially with the
m | | enni um bug problemand the shortage of skilled progranmrers, data
processi ng engi neers and systemengineers to deal with the Y2K probl em

As the smart card business grew, AlA itself would also be investing in
the card, he added.

Greenberg al so expressed confidence in Ml aysia's growh prospects and
that of the region

Greenberg expl ai ned that Al G was now wor ki ng towards creating a



recovery fund for the region.
"We have been reinvesting all our reserves in the country and as a good

corporate citizen we will continue to do that,"” he said. Al G has been
operating in Mal aysia for 50 years and currently enpl oys 4, 000 workers
nati onwi de. -- BERNAMA
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