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Letter to the shareholders

Setting the course

for continued success.

Dear Shareholders,

The previous year—the 1998 fiscal year—was again highly suc-
cessful for MLP.In all important key figures, your and our com-
pany was able to record considerable increases —in some ca-
ses of up to 50%. MLP continued to grow unabated and the
unique dynamism and stability of its development was de-
monstrated once again. Overall Group consolidated revenues
rose by over 37.8 percent, while net income increased by no

less than 42.3 percent.

We are, of course, delighted that we are able to look back on
our best fiscal year to date. As in previous years, our sharehol-
ders will also receive a reasonable portion of the profits in the
form of a more than 30% higher dividend. However, the figu-
res alone do not tell the whole story. 1998 was an extremely
important year for MLP for strategic reasons above all. We
took important decisions which will shape the future course
of the Group.

In the past year, MLP completed the conversion of its custo-
mer advisory services and operational organisation to the
MLP financial management system. This is one of the most
far-reaching structural changes in the history of MLP and af-
fects consultants, office staff and the management of the
company. MLP is now able to develop individual solutions at
the lowest possible cost for customers. We can provide all cu-

stomers with a customised financial plan.

There is a further decisive competitive edge which gives us
such a strong position — and will continue to do so in the fu-
ture. We now have the most efficient and - in terms of capa-
bilities — most intelligent IT support system. MLP’s specific
combination of consultants and IT systems will again consi-

derably enhance the value of the advice provided by MLP —



and thus MLP as a whole. We have defined the “MLP class” in
the financial services sector.

Independent experts estimate that MLP is about ten years

ahead of its competitors with its strategy. This applies even

more so now that MLP has linked its advisory services to sup-

porting IT technology. In particular MLP’s own “production The members of the Board of Managing Directors
companies” are sharpening its competitive edge and beco- of MLP AG:
ming increasingly important as product developers. Manfred Lautenschldger and Dr. Bernhard Termiihlen

In 1998, the price of the MLP stock again doubled despite
turmoil on the international stock markets. The stock markets
appreciate the value of the company’s strategies for the fu-
ture.We are committed to increasing the value of MLP shares

on a sustainable basis.

1998 was the last full year in which Manfred Lautenschlager
served as chairman of the Board of Managing Directors. At
the end of the annual shareholders’ meeting on May 19,1999,
he will step down and join the Supervisory Board. Dr.Bernhard
Termuhlen, who has been on the MLP Board of Managing
Directors since 1988 and has shaped the development of the
company during these years, will then formally take over the
management of MLP.This is also a furtherimportant step into
the future of your and our company, MLP AG.

Sincerely

din ot

MANFRED LAUTENSCHLAGER DR. BERNHARD TERMUHLEN
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Corporate principles

© MLPis the financial services company for a particular class of private clients.

© Ourgoal is to be market leader in whatever we do.

© Openness, credibility and clarity characterise the way we deal with our customers.

© Asanindependent broker, we arrange insurance policies, investments and
financing. We provide our customers with comprehensive advice on all business

matters and give them lifelong service.

© Asanindependent partner, we cooperate with banks, insurance and investment
companies and — to optimise our range of services — we also develop our own

products when the market is unable to offer those we require.

© One of our major goals is to continuously enhance profitability. This strengthens
our independence and enables us to provide a state-of-the-art service to our

customers.

© Mutual respect and the awareness that we are responsible for each other
determine the relationship of the company to its employees as well as among the

employees themselves.

© The employees are the backbone of the company, and we place great importance

upon their careful selection and intensive initial and ongoing training.

© Staff compensation is performance-related. This benefits all employees who show

commitment and contribute to the company’s success.

© Wedo not let success lead to complacency. Even after 25 years, we remain

committed to providing ever better services — for the benefit of our customers.



With the introduction of its financial management system,
MLP has further extended its competitive edge.

This also represents an evolutionary change in our culture:
We are no longer just a pure brokerage company, but also

a problem solver for our customers.
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Investor relations

Performance of MLP ordinary

and preference share vs. M-DAX.

Performance of the MLP stock in 1998
Adjusted for capital increases, dividends reinvested
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Good MLP stock performance

The MLP preference share (symbol: MLP3) continued the good
trend set in previous years and on July 21,1998 rose to an all-
time high at DM 1,200. At year-end, the price stood at DM 940.
Thus, within one year the price of the MLP preference share
rose by DM 500 or more than 108 percent. This makes the
stock one of the outstanding performers on the German
stock market. The stock demonstrated its particular qualities
during the sharp sell-off on the world capital markets in
September and October. While the DAX plummeted nearly
40 percent and the M-DAX — the index for the 70 largest
stocks by trading volume and capitalisation after the 30 DAX
stocks —declined by more than 35 percent and recovered only
slowly, the MLP stock quickly bounced back from its lows, and
in December had again risen to a very good level.

“Best European stock”

MLP has not only created short-term value for its sharehol-
ders — as the long-term performance of the stock illustrates.
Investors who acquired DM 10,000 worth of MLP preference
shares in 1988, the year in which MLP went public, saw the
value of their holding rise to about DM 750,000 on Decem-
ber 30,1998. And during that period they also received divi-
dends. According to the magazine “Finanzen”, the MLP stock

is the best-performing European share in the last ten years.



The “Deutsche Schutzvereinigung fiir Wertpapierbesitz e.V.”
(DSW) rates the MLP stock as the number three among the

ten best shares worldwide in the last five years.

The company’s market capitalisation is about DM 6.5 billion.
The price-earnings ratio of the MLP stock, while nominally
high, is in line with the normal high valuations put on corpo-
rations with especially good prospects, a special market posi-
tion and excellent future expectations —characteristics which
apply in full to the MLP stock. The stock is hence reasonably
valued. Of the companies in the M-DAX, MLP has one of the
highest market capitalisations.

The MLP ordinary share, two-thirds of which are not available
on the market, also performed well. They rose to a high of DM
1,180 and at year-end stood at DM 958. Accordingly, the in-
crease in the price of the ordinary share was similar to that of

the preference.

Most of the leading analysts at the German and Anglo-Saxon
financial institutions continue to rate MLP as a stock with hig-
her than average potential. Their estimation is based mainly
on the following factors:

o Unique strategy with high growth potential

© Management quality

© Particularly high-class academic target group

o Cost leadership

© Market leadership

© Expansion

© Quality of the consultants

© Unique IT platform covering all lines of business

© Management participation in the commercial risk.

High price reflects good

prospects, the company’s special

position in the market and

excellent future expectations.
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Investor relations i The last point mentioned is often highlighted by American
and British analysts in particular. For investors in those coun-
intensified —analysts tries, a high level of management participation is considered
: a sign of quality.
positive for MLP.

There are a number of comprehensive analyses conducted on
MLP in 1998. They are obtainable from the Investor Relations

department at MLP AG.

At the end of 1998, most of the MLP preferred shares were
held by leading investment companies, including nearly all
the major European fund companies and important Ameri-
can houses.The large German investment funds are investing
increasingly in MLP. As a result, MLP preferred shares are wi-
dely held; there is no dominant shareholder. Together, the ten
largest shareholders own just about 13 percent of the MLP

preferred stock.

DVFA results per share . o . -
at MLP AG MLP engages in intensive dialogue with existing and poten-

in DM tial investors. In the past year, several analysts’ meetings were
held at the invitation of MLP.The Board of Managing Directors

310 |

1994 1995 1996 1997 1998




communicated with analysts at a host of investor events,
most of which took place in other European countries and the
U.S. At MLP, investor relations are handled at board level. This
will remain the case even in the future despite — or precisely
because of — MLP’s continuing strong growth. We worked
more closely with the business media in order to intensify
communications with investors; the scope and frequency of
business information releases to the media increased, while
analysts and the press were provided with much more detai-
led information.The company will continue to pursue and de-

velop this policy of transparency and openness.

For the tenth year in succession, MLP is raising the distribu-
tion.The dividend is DM 5.30 per preferred stock and DM 5.20
per common stock — 31 percent higher than the payment in
the preceding year. The total amount paid out as dividends
will rise from DM 26.4 million in 1997 to DM 34.65 million.

Address
Investor Relations

Jutta Funck

MLP AG, Forum 7,
69126 Heidelberg

Telephone:
06221/308-330

E-mail:
jutta.funck@mlp-ag.com

ISIN No. MLP preferred stock:
DE 0006569932

Security code number for
MLP preferred stock: 656 993

Symbol: MLP3

Internet: www.mlp.de

Common | Preferred | Change

stock stock in%"
Number of shares of DM 5.00 33 33 =
DVFA earnings per share 7.51 7.51 32.7
Subscribed capital™ 16.5 16.5 —
Dividend 5.20 5.30 31
Dividend total* 17.16 17.49 313
Price-cash flow ratio 153 15.1 64.2
Cash flow per share 9.5 9.5 30.1
Market capitalisation at Dec.31*** 3.16 3.1 108
Trading volume™* 2.32 8.24? =
Total trading volume* 3.032 10.162 =

Y based on AG result
2 Total trading volume on all German stock exchanges
*in millions ** in DM millions *** in DM billions







Management Report
The MLP Group and the MLP AG

The value of the MLP shares has more than doubled —
largely due to the high-quality advice it provides its customers.

The stock market appreciates the value of MLP.
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Lagebericht MLP-Konzern und MLP AG

Profit (before taxes) : Strong netincome growth
The MLP Group —with MLP AG as the listed holding company
just under the heading the Group —recorded considerable increases in all key
: figures.

DM 100 million mark. Net income in the Group amounted to DM 46.4 million after
{ DM 32.6 million in 1997, which represents a 42.3 percent in-

i crease. The Group consolidated revenues reached DM 714.8
Net incomes in the Group : mjjlion - 37.8 percent higher than the sales in 1997 of DM
n oM millions . 5188 million.
164

Profit before taxes on income rose strongly to DM 96 million

i inthe AG (previous year: DM 74.8 million) and just missed the
. DM 100 million mark. This is a plus of 28.3 percent. In the AG
= . netincome for the year rose to DM 49.6 million — DM 12.2 mil-

s 200 lion or 32.7% higher than the comparable figure for 1997.
Increase in number of branch offices
MLP continued on its successful course of penetrating the

market and establishing a close presence to its customers. In

i Germany, MLP opened 25 new offices and so extended its
1994 1995 1996 1997 1998 |arge office network from 78 to103.As a result, the company is

represented locally even closer to its customers, and it can

. continue to raise the quality of its advisory services and also
Group consolidated

revenues
in DM millions

further exploit the market potential.

e MLP continued its highly successful policy of cautious expan-

sion abroad. MLP’s operations in Austria, which only began a
few years ago, were extremely successful. After four years of
o establishing itself in the market place, MLP now has a market
368 position in terms of market share and penetration compara-
. ble to that in 1993 in Germany. MLP is represented in Austria
08 through six offices. In Switzerland, MLP started operations

054
- with its first office in Zurich.

1994 1995 1996 1997 1998




Key figures 1998 1997

Return on equity 20.1% 151%
Equity ratio 83.0% 83.7%
Cash flow MLP AG in DM millions 52.5 40.2
Cash flow MLP Group in DM millions 62.2 479

The DVFA result was DM 7.51 per share in the AG —32.7 percent
or DM 1.85 higher than in the previous year. In the Group,
this figure was DM 6.81. As a consequence, the company also
further improved its return on equity. In 1998, after taxes
this key figure amounted to 20.1 percent in the Group com-
pared to just 151 percent in the previous year. MLP thus once
again fully achieved its return targets in 1998. Equity in the
AG and the Group was DM 238.4 million and 230.8 million
respectively, representing an increase of DM 14.7 million and
DM 15.1 million respectively. In the AG, the equity ratio reached
83.0 percent compared to 27.2 percent in the Group. The
decline in this ratio in the Group is largely attributable to the
strong growth of MLP Lebensversicherung AG. The life assu-
rance premiums paid by the customers are invested in fund
shares (investment stock), which are held by a trustee. On the
liabilities side, provisions are set up to the same amount.
Since income and any losses are attributed directly to the
policyholders, these balance sheet items are neutral for the
Group.

Net interest income positive

Cash flow in the Group and the AG amounted to DM 62.2 mil-
lion and DM 52.5 million respectively. The high cash flow en-
sures that MLP enjoys a high level of independence. Once
again, the entire company growth and all investments were
financed entirely from cash flow in 1998. The MLP AG is net

creditor. Net interest income was positive at DM 8.2 million.

Net income for the year

MLP AG

in DM millions

93

0
189

374

496

1994 1995 1996

1997

1998
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MLP also shows high

growth rates in the

creation of new jobs.

The balance sheet total was DM 883.8 million and DM 321.9
million in the Group and the AG respectively (previous year:
DM 635.7 million and DM 293.3 million). The net income
shown in the balance sheet is DM 49.6 million in the AG and
DM 50.9 millionin the Group.The proposal will be made at the
annual shareholders’ meeting on May 19,1999 that an increa-
sed dividend of DM 5.30 per preferred share (1997: DM 4.05)
and DM 5.20 (1997: DM 3.95) be paid out of the net income on
the shares entitled to dividends.

Adding value

In 1998, MLP’s market capitalisation continued to grow stron-
gly. At year-end, market capitalisation totalled about DM 6.5
billion or over 100 percent more than in the previous year. De-
spite the turmoil on the international equity markets, the
company created substantial value for its shareholders. This
performance makes MLP one of the top shares in the M-DAX
of Deutsche Borse AG.

In 1998, MLP again created many new quality jobs. While em-
ployment markets were tight generally, MLP was one of the
companies with a high rate of new job creation. The total
number of employees rose by 18.6 percent from 1,697 at De-
cember 31,1997 to 2,014 at the end of 1998. Following strict
selection procedures, some 287 young people were chosen
from a total of over 3,000 candidates and given the opportu-
nity of becoming MLP consultants. The level of education of
MLP employees, who show commitment way above the aver-
age, is exceptionally high: 95 percent of the sales force and 40
percent of those working in offices are university graduates.
The average age of field employees is 32 — which is also the

average age of the customers.



Summary Group

Financial Statements 1998 1997
in DM millions

Property, plant and equipment 75.3 65.6
Total financial investments 429.7 280.5
of which investments of

investment stock of unit-linked

life insurance 416.4 269.3
Trade accounts receivable 1234 60.9
Other assets 68.6 56.4
Liquid fuﬁds and securities 147.0 138.5
Equity* 230.8 215.7
Provisionrs 50.0 37.2
Technicai reserves

and deposit liabilities 427.6 276.4
Liabilities 140.7 80.0
Profit and loss statement Sales 384.0 313.5
Insurancé premiums o 186.7 120.3
Cost of rﬁaterials 7 214.8 7 166.0
Personnel expenses 78.1 65.7
Depreciafion and amc;rtigation 16.1 15.4
Other opéraiing expeﬁseg 97.5 73.7
Expense§ frém the o

increase in technical reserves 147.9 111.9
Result of ordinary operations 91.6 68.2
Taxesr - - 45.1 35.6
Net profit for the year 46.4 32.6

*adjusted for the distribution
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All MLP companies in

excellent shape - positive

development in all lines.

Young companies successful

The most important contributions to the good result of the
MLP Group came from MLP Finanzdienstleistungen AG, MLP
Lebensversicherung AG and MLP Vermogensverwaltung AG.
The young MLP companies, which have only been operatingin
their markets for a short time, also performed outstandingly

well.

MLP Finanzdienstleistungen AG

MLP Finanzdienstleistungen AG, which is a broker and the
most significant company in the MLP Group, achieved sub-
stantial growth rates in all areas. The profit transferred to the
holding company soared 27 percent to DM 95.4 million. The
number of new customers rose to 43,000. The overall number
of customers exceeded 250,000. This makes MLP Finanz-
dienstleistungen AG the largest independent financial ser-
vices broker for a particular class of private customer in
Europe and market leader — both in terms of quality and
productivity and, as a consequence, in quantity too. Pure new
business in the life assurance line rose by 23 percent in terms
of premium income to DM 5.6 billion against DM 4.6 billion
in the previous year. In addition, the index-linked policies
amounted to DM 635 million after DM 937 million in the pre-
vious year. Pure new business in medical insurance increased
by 31 percent to an annual premium income of DM 78.7 mil-
lion. MLP Finanzdienstleistungen AG also showed substantial
growth in providing financing — in particular for real estate.
Volume rose by 55 percent to DM 1.1 billion. The average age of
the customers is 32. The fact alone that the customers’ in-
come is expected to grow considerable, indicates a high level
of potential for MLP both in this area in particular and also in

other lines.



Inflows into investment funds continued to be positive. De-
spite the volatile markets, DM 935 million were received by
the funds compared to DM 869 million in 1997. In property,
liability, accident, motor and legal expenses insurance, MLP
achieved a 30% increase in the portfolio from DM 89.3 million
to DM 116.5 million in annual premiums. In connection with
the direct service plan for auto insurance — MLP Car - the
number of contracts rose from 25,000 to 44,000.

MLP Lebensversicherung AG

MLP Lebensversicherung AG’s portfolio increased by over 100
percent to a total sum insured of DM 9.2 billion. Premium
income reached DM 186 million, a rise of 55 percent or DM
66 million. MLP Lebensversicherung AG is thus one of the
strongest growing companies in the German life assurance
market. The contracts concluded with customers almost all
involve the payment of regular premiums over a period of
25 years or longer. Net income more than doubled to DM

1,43 million.

Growth in new business was especially strong at MLP-Lebens-
versicherung AG—Austria. More than twice as many contracts
were concluded as in the previous year.The sum insured total-
led ATS 1.67 billion (DM 237.4 million) after ATS 713.8 million
(DM 101.3 million) in the preceding year. The figures for the
Austrian company are not included in the MLP Lebensversi-
cherung AG premium income, since it is a joint venture with
the BARC insurance group and is thus not fully consolidated.
Premium income more than doubled from ATS 151.6 million
(DM 21.5 million) to ATS 390 million (DM 55.4 million).

MLP Lebensversicherung AG -

one of the fastest growing

companies in the sector.
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Internal service companies

provide high-quality

support to help give the Group

its competitive edge.

MLP Vermdgensverwaltung AG

In the fifth year of its existence, MLP Vermogensverwaltung
AG exceeded the DM one billion mark of assets under mana-
gement for the first time. The company grew by about 55 per-
cent. Assets under management totalled DM 1.18 billion after
DM 766.7 million in 1997. In the second half of 1998, MLP
arranged for funds to be set up by leading investment com-
panies exclusively for its customers. These take even more
account of customised investments in the MLP capital appre-
ciation plan. These funds have now been approved by the
Federal Office for the Banking Sector. Net income rose by far

more than 100 percent to DM 1.1 million.

MLP Bank AG

In its first full fiscal year, MLP Bank AG recorded a successful
start.The balance sheet total immediately reached about DM
100 million.16,000 MLP customers used the bank.In founding
MLP Bank AG, the Group has taken a further logical step as
part of its strategy of fully covering all the financial needs
of its customers. Start-up losses amounted to DM 1.7 million.
In future, as a result of changes in statutory regulations, MLP
Bank AG will acquire some of the operations of MLP Vermo-

gensverwaltung AG.

MLP Consult GmbH

MLP Consult GmbH (formerly MLP Dignos Software GmbH)
is principally engaged in providing IT services mainly within
the Group. It achieved overall sales of DM 35.2 million. After
a net loss of DM 0.46 million in 1997, the company — which
has a wealth of information processing know-how — made a
net profit of DM 0.41 million. In future, the company will pro-

vide services exclusively to the MLP Group.



MLP Service GmbH, MLP Assekuranzmakler GmbH,

MLP Media GmbH

The MLP Service GmbH business developed very well. The

company quadrupled its sales to DM 10.7 million. However, as

a result of investments to extend the business to all property

insurance lines, it posted a net loss of DM 0.45 million. 1998,

MLP Assekuranzmakler GmbH reached break-even point; it
achieved net income of DM 0.34 million after a loss of DM 0.23
million in the preceding year. MLP Media GmbH, which provi-

des services solely to MLP companies, reduced its loss to DM

0.145 million.
At a glance DM millions | 1998 1997 1996 1995 1994
MLP Group
Group consolidated revenues 714.8 518.8 386.8 280.6 2254
Net profit for the year 46.4 32.6 26.5 20.0 17.5
Equity 230.8 215.7 206.1 81.6 72.9
Cash flow 62.2 47.9 41.0 33.2 27.8
DVFA result per share in DM 6.81 4.85 4.14 3.29 2.88
MLP AG
Result of ordinary operations 96.0 76.5 56.7 40.9 35.7
Net profit for the year 49.6 37.4 293 21.2 18.9
Equity 238.4 223.7 2125 86.0 78.3
DVFA result per share in DM 7.51 5.66 4.44 3.48 3.10




24 | MANAGEMENT REPORT

Continuing stable growth -

optimistic forecast

for1999 and beyond.

Outlook

At the beginning of 1999, the excellent development of MLP
continued with growth remaining high. MLP assumes that all
relevant key figures will be able to match the growth rates of
the previous years.In 1999, the company will again be able to
finance its growth from current cash flow. The dividend policy
will remain shareholder-friendly and will be geared to the

development of earnings.

By mid-1999, MLP will have switched over most of its account-
ing system to the euro. The company does not expect any ap-
preciable Y2K problems to arise on the forthcoming IT system
change-over to the year 2000. MLP has taken steps to deal
with these issues in good time and is on schedule. The costs of
the year 2000 change-over will amount to some DM 2 million

throughout the Group.

A few key figures already demonstrate that the forecast for
positive development has been reliable. Forexample, in life as-
surance MLP currently manages a portfolio of in-force busin-
ess totalling DM 32 billion. This corresponds to an average of
DM 130,000.00 per customer. Of this amount, DM 80,000 is
forold-age pensions after deduction of premiums for occupa-
tional disability and the risk of death. When the customers
reach retirement age, generally 65, they will indeed require
DM one million on average. Thus, the existing customer base
alone will result in a more than tenfold increase in business

potential over the next 25 years.

In the future, MLP will focus on the following strategic points:
o It will continue to develop its technological expertise and
broaden its uniform platform to support the MLP customer
consultants. Focusing on this area in particular will further
consolidate its market leadership over any competitors
attempting to copy its formula. This technological experti-

se allows MLP to provide tailor-made overall solutions to



customers based on individual modules purchased from
banks, insurers and investment companies. MLP will con-
tinue to develop this competence, which is a major factor
in securing its unique position in the market.

© The extensive network of offices will be enlarged further.

© MLP will continue to expand abroad and develop additio-
nal markets.

© MLP will focus on quality: in its advice, in its products and
in its selection of partners. This will also mean even more
emphasis on training, especially for the MLP consultants.

© MLP will establish new business areas and set up compa-
nies to satisfy the demand of MLP customers for additional
financial solutions. This demand will grow as they become
older, develop personally and their incomes rise.

© The MLP consultants will specialise further in customer

groups.

In addition, MLP will step up its efforts to establish business
relations with graduates who can already look back on the
first years of their professional lives and who did not become
MLP customers at the start of their careers. In recent years, an
increasing number of people who, although members of the
MLP target groups, were not reached by MLP when their
careers started have since become MLP customers. These
customers normally came to MLP on recommendation. In
future, MLP will target its efforts on exploiting this consider-
able potential to provide a further boost to growth.

,_....!
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Litigation

On July 13,1998, the “Schutzgemeinschaft der Kleinaktionare
eV” (SdK), an association representing the interests of small
investors, filed suit against Marschollek, Lautenschlager &
Partner Aktiengesellschaft (MLP AG) and applied that the re-
solutions of the annual shareholders’ meeting on June 15,
1998 on items 3 (resolution on the discharge of the Board of
Managing Directors for the 1997 fiscal year) and 4 (resolution
on the discharge of the Supervisory Board for the 1997 fiscal
year) of the agenda be declared null and void. In the suit it is
argued, first, that MLP AG is a corporation controlled by the
members of the Board of Managing Directors, Manfred Lau-
tenschlager and Dr.Bernhard Termiihlen, but, despite the said
dependency, does not prepare a dependency report in accor-
dance with the meaning of Sect. 312 ff. of the German Joint
Stock Corporation Act (AKtG) and does not have such a report
audited. Furthermore, it is claimed that the Group accounting
is inadequate because the share in earnings attributable to
other shareholders, in particular majority shareholders, mem-
bers of boards of managing directors and their families, in

subsidiaries are in breach of the by-laws.

Ajudgement dated December 1st,1998, by the Regional Court
of Heidelberg declared that the resolutions passed by the an-
nual shareholders’ meeting on items 3 and 4 of the agenda
were void. The reasons given by the court for its judgement
were that, in the 1997 fiscal year, MLP AG was a company
which was dependent on the chairman of its Board of Mana-
ging Directors, Mr. Lautenschlager, within the meaning of Sec-
tions 17 and 311 AktG. Pursuant to Sect. 312 (1) AktG, the Board
should have prepared a dependency report and had it audi-
ted. The declaration which the Board was required to make in
accordance with Sect. 312 (3) sentence 1 AktG should have
been included in the management report and the declaration
of the Supervisory Board on the dependency report should
have been included in the report to the annual shareholders’

meeting. According to the court, the majority shareholder and



chairman of the Board of Managing Directors had considera-
ble influence over the subsidiaries of MLP AG. He exercises a
managerial function both at MLP AG and at some sub-
sidiaries. This, argued the court, is business activity, and not
just mere asset management.The court dismissed the claims
inthe suit on the inadequate accounting and actions contrary
to the by-laws in full as being without merit. The judgement
is not yet final, because MLP AG has lodged an appeal.

Neither the result nor the reasoning of the judgment of the
Regional Court of Heidelberg are convincing.

1. The judgment contains a discrepancy between the state-
ment of facts and the reasons

for the decision, which may be of relevance for the decision. In
the statement of facts, it is correctly stated that the chairman
of the Board of Managing Directors, Mr. Lautenschlager, holds
53.2 percent of the ordinary shares. In its reasons, the court
states that the Board chairman has 53.2 percent of the shares
and is majority shareholder and must be deemed to be a con-
trolling enterprise. Since Mr. Lautenschlager in fact holds 26.6
percent of the shares, the reasons of the court with regard to
this point can be challenged.

2. The judgement of the Regional Court of Heidelberg consi-
ders that Mr. Lautenschldger is a “controlling enterprise”. This
isincorrect. According to the Federal Supreme Court (BGH),an
individual can only be deemed to be a controlling enterprise
for the purposes of the Joint Stock Corporation Act if he is
either himself a sole businessman or in other words operates
a commercial business, or has a controlling interest (i.e.a ma-
jority interest) in another business. Only then, namely, does
the danger exist that the majority shareholder can enforce his

will in one company to the detriment of the other company.

Since Mr.Lautenschlager has no controlling interest (i.e. majo-
rity) in another company and does not sit on the board of ma-
naging directors or work in the management in any of the
subsidiaries of MLP AG, there is, contrary to the opinion of the
Regional Court, no obligation to prepare a dependency report
on MLP AG.







Corporate strategy

No other company is currently able
to match the quality
of service offered by MLP.
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Introduction of the MLP Financial
Management System completed

Major decisions

have been taken to secure

the company’s future.

In recent years, the MLP Group has consistently pursued its

strategy and consolidated and strengthened its unrivalled po-

sition in the market.The principal elements of the strategy in-

clude:

© Concentration on the graduate target group

© High-quality advice

© Consultants with a high degree of expertise and
responsibility

© Independence

© Outstanding IT platform

On this basis MLP took some important strategic steps to lay

the foundation for the company’s future development.

Completion of the switch-over to the

MLP Financial Management System

In 1998, MLP concluded the conversion of its operational orga-
nisation and IT platform to the MLP Financial Management
System.This represents one of the most far-reaching structu-
ral changes that has taken place at MLP — with significant re-
percussions for the consultants, office staff and management

of the company.

As arule,customers served by MLP have complex problems re-
garding protection, provision for the future or financing. To
provide solutions, MLP has now introduced a new level of
high-quality advice and customer benefit following the im-
plementation of its Financial Management System.The prin-
cipal change is that, on the basis of the customer’s require-
ments as determined with the consultant, the products
offered by the MLP “suppliers” are analysed, identified and fi-
nally “taken apart”. The individual disassembled components
are then combined to create an individual solution —a pro-
duct tailored solely to the needs of the MLP customer in

question.



This procedure offers customers extensive benefits and also
poses new challenges for MLP. The consultants present the
customers with a result which is as unique as a fingerprint:
their personal financial and protection plan tailored exclusi-
vely to their requirements. They receive the plan at a low cost,
since MLP, thanks to its good customer structure and high-
quality advice, can buy the products from its “suppliers” at
correspondingly low prices. And the customers obtain top-
quality products, because MLP applies strict quality criteria in
selecting its partners and “suppliers” and then creates an

effective customised solution.

The demands placed by this management system on MLP, its
employees and consultants are high. They require a special
training and the willingness to focus even more strongly on
the needs of the customers and also develop new creative
approaches to solving their problems. This also involves a
“cultural”leap forward —the change from being a pure broker

to a problem solver for the customers.

This financial management strategy is reinforcing MLP’s uni-
que competitive position. No other player is currently able to
match the excellence of its advice. This also protects MLP’s
lead against those who may try to copy its formula. Experts
currently reckon that MLP has a lead of over ten years, even
if competitors are already copying MLP’s own product de-

scriptions.

Efficient IT system assists the consultants

The second major strategic step in 1998 was also the high-
point — at least for the time being — in MLP’s long-term IT
investment program. MLP has upgraded its IT system to
enable the consultants to exploit the unique efficiency of

its electronic “back office”.

The quality of advice

offered by MLP has given

it a competitive

lead of about ten years.
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In Austria,

MLP is already market leader

inits segment.

Ultimately, the platform enables MLP to record the determi-
ned customer needs, define and configure the suitable “parts”
to be supplied.

Further strategic decisions

Expansion outside Germany is becoming an increasingly im-
portant part of MLP’s strategy. In Austria, MLP is already mar-
ket leader in its segment. There, MLP has grown faster than it
did during its start-up phase in Germany. In Switzerland, MLP
has successfully established itself with an office in Zurich.
We will be taking further steps to enter and develop foreign

markets in the coming years.

MLP is continuing to diversify. While it was a pure broker for
higher-class customers just a few years ago, MLP is now an in-
vestment adviser, financier, bank, service provider,etc.and has
a network of recognised “suppliers” at its disposal. Its strategy
aims at covering all its customers’ requirements for financing
and protection and completing all the related complex work

for the customer.

In the coming years, MLP will tap a further strategically im-
portant target group besides that of the graduates starting
their professional careers. This new group comprises those
with several years of job experience whom MLP was unable to
acquire as customers when they had just graduated. In the
last few years, we have already noted that increasingly more
customers from this target group have become MLP custo-
mers—above all on recommendation. Exploiting this potential
should give a strong boost to growth.

MLP will also concentrate more on turning its customers into
shareholders. The customers will then benefit in two ways
from their relationship to MLP. And MLP will strengthen its
ties to the customers. This is also an important element in

MLP’s investor relations strategy.



vall

4

Employee participation
An essential feature of MLP’s strategy and corporate culture is
employee participation. Virtually every staff member now

owns shares in the company.

The MLP management also owns a large stake in the com-
pany. This testifies to its willingness to bear the commercial
risks. This is viewed as a sign of quality in particular by the
analysts of the major American fund companies which hold
or acquire MLP stock. MLP also gives employees the opportu-
nity of acquiring shares in the company. Performance, rather
than length of service, is what counts. Each year, salaried MLP
office staff can acquire shares — for example in MLP Lebens-
versicherung AG —for up to one third of a monthly salary.Sales
staff can acquire shares individually according to perfor-
mance. Some 15 percent of the shares of this unlisted com-
pany are currently held by staff. In 1998, employees acquired
about 150,000 shares in MLP Lebensversicherung AG. Thus,
each employee participates directly and significantly in the
further development of MLP through capital growth.

Turning customers into

shareholders —an important

element in our

investor relations strategy.
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The highlights

Innovations

In 1998, MLP developed a number of innovations for its custo-
mers. For example, it launched funds which have been set up
by leading investment companies exclusively for MLP custo-
mers. Theses funds have now been approved by the Federal

= Supervisory Office for the Banking Sector and have been very

i well received in the market. Customers are responding positi-
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hly successful.16,000 customers already use the bank and the
balance sheet total nearly topped the DM 100 million mark

immediately.

After just three months, 10,000 customers are using the new
MLP credit card with the corresponding accounts and credit
offerings by MLP Bank.

In establishing its own pension fund independently of in-
surance companies, MLP also took a new approach in its com-

pany pension products.

However,the most significant innovation was the completion
of the financial management system for the customers. MLP’s
advisory services are now supported by a totally new plat-
form.The system allows MLP consultants to customise indivi-

dual solutions for their customers with the aid of the efficient

IT system.




Cross-border

MLP’s expansion in other countries was also highly successful.
We opened our sixth office in Austria. MLP is now growing
there considerably faster than it did during its start-up phase
in Germany. In Austria, MLP is already the major financial ser-
vice provider for young graduates. In Switzerland, MLP has be-
gun to establish a presence in the market. The first office in
Zurich is operating successfully. Further activities abroad will

be cautiously initiated in the coming years.

Change at the top

In December, the founder of MLP, Manfred Lautenschlager,an-
nounced that he would hand over his position in the Board of
Managing Directors at the end of the annual shareholders’
meeting on May 19,1999 and take a seat on the Supervisory
Board. Manfred Lautenschlager announced his decision on
the occasion of his 60th birthday. He will be succeeded by Dr.
Bernhard Termuhlen, who has been a member of the Board of
Managing Directors of MLP AG since 1988 and in this period
already assumed the management of the company and took

the major strategic decisions for the future.

Recognition

For the fifth time, MLP has been named company of the year
by “manager magazin”, a leading German business magazine.
The “Deutsche Schutzvereinigung fiir Wertpapierbesitz e.V.”
rates MLP the third best stock in the last five years worldwide.







Employees

In 1998, 3,000 candidates underwent the strict
selection procedures of MLP.
287 were given the chance to assume responsibility

for the customers as MLP consultants.
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MLP employees stand for quality,
excellence and responsibility

MLP demands high standards

from its employees. The depth

and breadth of their

training is correspondingly high.

MLP sees itself as a company which is supremely well equip-
ped to solve problems relating to protection as well as finan-
cial and business planning for its special customer group. In
this regard, quality, responsibility and excellence are core va-
lues for MLP.

These principles are applied when we recruit new employees.
For example, in 1998, some 3,000 young people underwent
the strict selection procedures to become MLP consultants.
287 of them earned the opportunity to become MLP consul-

tants and assume responsibility for the customers.

Unrivalled intensity of employee training

To secure and raise standards, all employees — in particular
the consultants — initially undergo intensive training and re-
ceive comprehensive on-going training on a regular basis. In
1998, there were no fewer than 23 central training days per
consultant. Overall, almost 35,000 training days took place in
the MLP headquarters. Together with the further training
sessions in the branch offices the number of training days
amounted to some 70,000. MLP is increasingly using electro-
nic media for further training — for example to offer online
contents especially developed for MLP employees. The num-
ber of training days for the new staff members is much hig-
her; they receive 40 training days in the head office in their
first year; in addition in 1998 the young consultants attended
almost 60 days of comprehensive training sessions in the
branch offices. Thus, the rigorous training received by MLP
staffis unrivalled in the industry.

At December 31, 1998, the number of employees was 2,104
—an increase of just under 20%. Accordingly, MLP was once
againone of the companies with the highest recruitment rate
of graduates in particular in Europe in 1998. As already men-
tioned, no fewer than 287 new consultants started work at

MLP. About 95 percent of the MLP consultants have university



degrees. Among the office staff, this figure is 40 percent.
Above all, the office employees have trained in the fields of in-
surance or banking, mathematics, information science and

business engineering.

Intensive customer care

In 1998, personnel costs in the Group totalled DM 67.06 mil-
lion — up 19 percent on the previous year’s figure of DM 53.6
million.

The average age of the MLP consultants is 32. By comparison,
the average age of the MLP customers is also 32. This is deli-
berate. MLP consultants understand their customers and live

and work in a comparable environment.

In 1998, MLP consultants served more than 250,000 custo-
mers. Statistically, this means an average of some 200 custo-
mers per consultant. This figure is very low in the industry and

reflects the depth of advice provided to the customers.

Number of employees continues to grow

MLP assumes that the number of staff will continue to grow
strongly. We expect the number of employees to double. As a
consequence of the strong increase in the number of consul-
tants, the number of office employees is expected to rise con-
siderably in three years. This is one of the reasons why the
company intends to build a totally new administration centre
in Wiesloch near Heidelberg to meet the requirements of
state-of-the-art IT technology. According to current plans, in
the first stage, about 350 new workplaces will be created to
meet the needs of the employees. In the final construction
phase, up to 1,800 staff will have modern and secure workpla-

ces in Wiesloch.

i Average age of
MLP consultants is the same

as that of the customers.







Providing top-quality advice — more than

1,200 consultants undergo the most rigorous

initial and on-going training in the industry.
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MLP Finanzdienstleistungen AG

MLP Finanzdienst- Change
leistungen 1998 1997 | in%
Sales* 361.9 301.6 20.0
Profit transferred
to MLP AG* 95.4 75.1 27.0
New business (total premiums)
Life assurance®* 5.6 4.6 22
Index-linked increases* 635 937 32
Total** 6.3 5.5 14.5

Health insurance
including nursing
insurance® (annual premium) 78.7 60.2 31
Mutual funds
contributions* 9349 869.1 7.6

Financing™ 11 0.73 55

Property, liability, accident,
motor and legal expenses

insurance * (annual premium) 116.5 83.3 39.9
New customers 43,053 37,664 14.3
MLP consultants 1,232 1,029 19.7
MLP salaried employees 782 668 17.1
Total employees 2,014 1,697 18.7
Offices 103 78 32.1

"in DM millions " in DM billions

All segments contribute Development
In 1998, MLP Finanzdienstleistungen AG recorded consider-
to growth. Pre-tax profit up able growth rates in all segments. As the most important
single company within the MLP Group, it increased sales by
by 27 percent. more than 20 percent with all segments contributing to the
: growth. Profit before taxes on income rose by just under 27
percent to DM 96 million. Of this amount, DM 95.4 million
was transferred to the MLP AG. This growth was achieved

even though a large portion of the business was converted



from individual payments to payments spread over several

years.

The company’s market shares in all the major customer
groups — engineers, economists, lawyers and physicians —
continued torisetoas much as 30 percent across all customer
groups. In the relatively small group of physicians and at
some locations, market share already exceeds 60 percent.
However, despite its high market penetration, MLP still has
enormous potential, which it continued to tap successfully in
1998. Over 43,000 new MLP customers with professional ex-
perience were acquired — more than 30 percent of whom
came primarily via recommendations. As a result, the total
number of customers rose to more than 250,000 - an in-
crease of some 20 percent. The average age of the customers
is 32, which illustrates the growth that can be expected as
their need for financial services rises in line with their steadily

increasing incomes.

In the case of financing business — in particular real estate —
the company achieved strong growth. The volume of newly

agreed contracts rose by 55 percent to DM 1.1 billion.

MLP Finanzdienstleistungen AG again considerably strengt-
hened its market presence raising the number of branch offi-
ces from 78 to 103. The number of consultants rose by nearly
200t01,232.In Austria, MLP has no fewer than six offices after
only recently entering the market. It is the fastest growing
financial services provider for particular customers and al-
ready market leader. With the opening of an office in Zurich,
the foundation has also been laid for rapid expansion in Swit-
zerland.

43,000 new customers came

to MLP — at the end 0f 1998,

total number of customers was

over 250,000.




44 | CORPORATE DIVISIONS

New business

Life insurance
in DM billions

D Index-linked increases
D Pure new business

D Total 63

0937

0.635

1997 1998

Portfolio Non-life
insurances

Property, liability, accident, motor
and legal expenses insurance
Annual premium income

in DM millions
16.5

)

1997 1998

Life assurance

New business in life assurance continued the strong upward
trend of the last ten years. It rose to DM 6.3 billion compared
to premium income of DM 5.5 billion in the previous year. This
is all the more remarkable given that the index-linked adjust-
ments fell by about DM 300 million to DM 635 million as a
result of factors relating to the statutory pension insurance

system. MLP is unable to influence these factors.

The unit-linked life assurance business again grew substanti-
ally — up nearly 50 percent to DM 2.5 billion. As the regular
payments are spread over twelve years, MLP is shifting a great

deal of revenue to the future.

Non-life insurance

New business in the health insurance segment rose by more
than 30 percent to annual premium income of DM 69 million
comparedto DM 52 millionin1997. In addition, DM 9.7 million
came from nursing insurance, so that total new business
amounted to DM 78.7 million.

Property, liability, accident, motor and legal expenses
insurance

Once again, this area developed extremely satisfactorily. The
risk management plan is increasingly bearing fruit. The port-
folio of in-force business rose by 30 percent. At year-end
annual premiums totalled DM 116.5 million or some DM 33
million more than the annual premiums of DM 89.3 million in
1997.



MLP opened 25 new branch offices in 1998.
In the first quarter of 1999, no fewer than 20

were added.
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MLP has created pooled funds

for its customers.

Mutual funds
contributions

into investment funds
in DM millions

869.1

1997 1998

Investment funds

In the year under review, contributions into MLP’s mutual
funds nearly reached DM one billion. Despite — or perhaps
precisely because of —the turmoil on the world equity mar-
kets, inflows rose from DM 869.1 million to DM 934.9 million.
It is also worth noting that these inflows are mainly attri-
butable to very young MLP customers. So the potential for
the future is not merely theoretical; it also clearly existsin the

form of every individual customer.

The share of new investments between short-dated, money
market and near-money-market funds on the one hand and
equity and bond funds on the other was roughly equal - DM
456.7 million against DM 478.2 million.

In the second half of 1998, in conjunction with leading
investment companies, including Flemings, ABN AMRO,
Schroders, DWS, Sal. Oppenheim and Frankfurt Trust, MLP
developed a number of mutual funds exclusively for its
customers. These funds have now been approved by the au-

thorities.



MLP customers

In 1998, MLP continued to gain new business. More than
250,000 mainly young graduates were served by MLP consul-
tants by the end of the year. The number of new customers
grew to more than 43,000. Economics and engineering gra-
duates are the largest group at 96,000, followed by physici-
ans (66,000), lawyers (11,700) and dentists (9,000). A further
68,000 customers come from other faculties and occupations

or were recommended.

Some 80,000 of the customers are under 30 and just embar-
king on their professional careers. A further 138,000 custo-
mers are between 30 and 44, at the stage of career develop-
ment, house building and investing. 31,000 customers are 45

or older, when they require asset management services.

MLP has a high market penetration rate. Market share is ap-
proaching 70 percent among doctors of medicine; among the
othertarget groups, itis as high as 30 percent. It is possible to
achieve a market penetration of 50 percent and more in all
locations and among all customer groups. Increasingly, we
have also been gaining graduates who have been working for
several years and did not become MLP customers immedia-
tely on graduation. This offers a further excellent source of
growth.

Age structure of MLP customers
80,000

70,000
60,000
50,000
40,000
30,000
20,000

10,000

<25 25-29 30-34 35-39 40-44 45-49 50-54 >54

Customer groups

Economists
and engineers

Physicians
Lawyers

Dentists

Other faculties/
recommendations

Total

96,000
66,000
11,700

9,000

68,000

250,000
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MLP consultants —the most : MLP consultants
In the year under review, the number of consultants rose by
highly qualified in the more than 200 or 20 percent. This is a consequence of the
strong growth at MLP and the increased exploitation of the
financial services industry. market potential. And it is also a precondition for growth.
: Furthermore, it ensures that we provide a high level of advice
and service. On average, each consultant serves just over 200
customers —a very low figure in the industry as a whole. The
productivity of our consultants, supported by a rigorous focus
on top-quality advice, is the unrivalled benchmark in the

market.

In1998, some 3,000 young people underwent the strict selec-
tion procedures to become MLP consultants. These were
mainly graduates; a high percentage came from the faculties

which provide the core target groups of the company.

Like the average age of the customers, that of the MLP con-
Number of

MLP consultants sultants—also 32 —is very low. Most of them have fewer than

four years experience as MLP consultants and are growing
e with their customers whom they support — also in terms of
- productivity. 74 percent of the consultants have a university
— : degree, while 20 percent have a degree from a higher tech-
: nical college. Thus, the MLP team of consultants is the most
highly qualified in the entire financial sector. The consultants

hold a large stake in MLP.

1997 1998




95 percent of MLP consultants
are graduates and speak the

language of their customers.
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MLP Lebensversicherung AG

Portfolio doubled — earnings up

almost 100 percent.

MLP Lebens- Change
versicherung AG 1998 1997 |in%
Premium income* 186.7 120.3 55
Sales™ 2444 178.8 37
Earnings before

taxes on income* 3.1 1.56 99
Net income* 1.43 0.69 107
New polices issued™* 4.8 2.5 92
Portfolio™ 9.2 4.5 104

"in DM millions " Sum insured
in DM billions

Sales

in DM millions

1788

2444

1997

1998

Development

MLP Lebensversicherung continued to grow strongly in the
year under review. Its portfolio more than doubled from DM
4.5 billion to 9.2 billion. Sales rose by some DM 65 million to
DM 244.4 million. Netincome also doubled to DM 1.43 million.
Issued new policies also rose by nearly 100 percent from DM
2.5 billion to 4.8 billion.

This makes MLP Lebensversicherung AG one of the most suc-
cessful new insurance companies —if not the most successful
- of the 1990s. After not quite seven years, the company is
already among the leaders in its sector. This is primarily attri-
butable to the success of the financial innovation of unit-lin-
ked life assurance. MLP implemented this idea itself working
in conjunction with the leading investment companies. In
1998, MLP customers acquired more unit-linked life assu-
rance policies than classical kinds of life insurance; for the
first time since the introduction of unit-linked life assurance,
the lines of development of the two policies crossed. In the co-
ming years, the company is also aiming for sustained strong

growth.



MLP unit-linked policy

New business (issued policies) in the case of unit-linked life
assurance, including the index-linked policies, reached a sum
insured of DM 1.9 billion after DM 1.3 billion in the previous
year. The number of contracts rose by 22,800 to 62,150.

Term life assurance

Once again, MLP Lebensversicherung AG achieved considera-
ble growth in this young line. The number of contracts rose by
2,800 t0 5,100.

Flexible occupational disability insurance

MLP achieved very high growth rates with its flexible occupa-
tional disability insurance. New business almost tripled from
a sum insured of DM 811 million (12 times annual pension) to
DM 2.3 billion. It should be borne in mind that this product
has only been on offer since the beginning of 1997.

New policies issued

(sum insured)

in DM billions
48
25
097
03 %
1994 1995 1996 1997 1998
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MLP Vermogensverwaltung AG

Volume of assets under

management exceeds

DM one billion for the first time.

MLP Vermogens- Change
verwaltung AG 1998 1997 |in%
Sales* 14.3 109 31.2
Earnings before

taxes on income* 2.6 1.9 136
Net income* 1.1 0.49 124.5

Assets under
management” 1,188 766.7 55

" in DM millions

Dynamic growth

In 1998, MLP Vermogensverwaltung AG, which provides pro-
fessional asset management services within the MLP Group,
once again recorded strong growth. Founded just five years
ago, the company increased assets under its management
to more than DM one billion for the first time —a rise of about
60 percent. This also affected sales as well as pre-tax profit
and netincome, both of which rose by far more than 100 per-
cent. Thanks to the MLP Group strategy of focusing on young
graduates in precisely defined student groups, the MLP custo-
mers are among the nearly 14 percent of the population with
net monthly incomes exceeding DM 4,000. After the basic
needs for protection and financial planning in the first few
years after education and training, these customers soon
require asset management services. A tailor-made plan is
developed to satisfy the specific needs of each customer. Cu-
stomers also regularly receive personal reports of their finan-

cial position and changes.

In the coming years, the company will develop into one of the

most important asset managers.



MLP Bank AG

Al

Successful start —
MLP Bank AG 1998
Balance sheet total* 100 { balance sheet total already
Result before Taxes on income* -1.7
Customers 16,000 DM 100 million.
*in DM millions

Good first year of operations

In its first effective year, MLP Bank AG enjoyed an exceptio-
nally successful start. The balance sheet total immediately
rose to about DM 100 million. The number of customers using
the bank was about 16,000. The MLP card, a new credit card
product in the range of services offered to MLP customers,
was used by 10,000 customers. As the electronic hub and
operating platform for the banks, mortgage banks (Bauspar-
kassen) and insurers cooperating with MLP in financing bu-
siness, MLP Bank was able to coordinate and process a con-
siderable portion of the financing arranged by MLP. MLP Bank
AG is a wholly owned subsidiary of MLP Vermogensverwal-
tung AG. It operates securities accounts for the assets under
management.Infuture, asaresult of changesin the statutory
regulations, the company will assume some of the respon-
sibilities of MLP Vermogensverwaltung AG.

The company posted a net loss of DM 1.7 million in 1998 as a

result of start-up investments.







Advising customers is teamwork — the MLP
consultant is in the forefront, backed up by efficient

and intelligent IT systems.
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MLP Service GmbH

Technological lead

in systems

development is extended.

Change
MLP Service GmbH 1998 1997 in%
Sales* 8.95 2.0 448
Loss before taxes
on income* -0.90 -0.76 18
Net loss* -0.45 -0.37 22
Managed contracts™ 85,000 25,000 340
" in DM millions ™ number

Higher investments

In its second year of operations, MLP Service GmbH further in-
creased its technological lead in developing systems to com-
bine property insurance contracts of different insurers into
customised overall solutions. The company already manages
85,000 contracts — which reflects the exceptional growth. In
1997, it managed just 25,000 contracts. The number of con-
tracts for MLP Car — the direct service plan for motor insu-
rance — soared from 25,000 to 44,000. On its platform, the

company also manages contracts of MLP suppliers.

In 1998, MLP Service GmbH invested heavily in long-term IT
systems. In view of the service start-up costs and expansion of
its operations, the company’s profit and loss statement

shows a loss of DM 0.45 million.

The company focuses primarily on managing its customers’
non-life risks. In doing so, MLP uses its position in the market
and its clients’ the particularly favourable risk structure to de-
velop attractive products with its partners and make these

available to MLP customers.



MLP Assekuranzmakler GmbH

MLP Assekuranz- Change
makler GmbH 1998 1997 in %
Sales* 3.65 2.10 74
Profit/loss before taxes

on income* 0.40 -0.27 -148
Net income/

loss* 0.34 -0.23 -148

*in DM millions

Solid performance

Formed in 1994, the company reached break-even in fiscal
year 1998 and recorded a clear profit for the first time. This is
duein partto the declining effect of the start-up investments
and the company’s improving position in the market. Sales

rose nearly 80 percent to DM 3.65 million.

MLP uses MLP Assekuranzmakler GmbH to handle the com-
mercial insurance business and advise companies on corpo-
rate retirement plans. Above all, it caters to the needs of those
customers who have reached senior positions in their compa-
nies and increasingly want to use the MLP services in this area
as well. In this field alone, 31 collective agreements have been
concluded with MLP to offer company pension plans on an

exclusive basis.

Sales rose almost

80 percent

to DM 3.65 million.
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MLP Consult GmbH

Change
MLP Consult GmbH 1998 1997 in%
Sales* 35.2 24.2 451
Profit before taxes
on income* 0.93 -0.9 203.4
Net income* 0.41 -0.46 189.4

" in DM millions

Introduction of financial Total sales 45.1 percent higher
i MLP Consult GmbH (formerly MLP Dignos Software GmbH) is
management system principally engaged in providing IT services to MLP, mainly as

i aninternal service provider. In 1998, its total sales rose by 45.1
successfully completed. percent to DM 35.2 million. After a net loss of DM 0.46 in the

: previous year, the company achieved a profit of DM 0.41 mil-
Company posts a profit. lion as planned.

The highly successful and smooth introduction of the MLP
financial management system is mainly thanks to this com-
pany’s work.




MLP Media GmbH

Change

MLP Media GmbH 1998 1997 |in%

Sales® 6.8 53 28

Profit before taxes

on income™ -0.15 -0.28 87

Net income* -0.14 -0.28 87

" in DM millions
Communications instruments Internal service provider
MLP Media GmbH is a wholly owned subsidiary of MLP
Finanzdienstleistungen AG. Accordingly, the results of MLP and in-house agency

Media are consolidated with those of that company.
for communications
MLP Media provides communications services on behalf of
the business such as investor relations IR etc. and makes the
necessary instruments available. The company is an internal
service provider and MLP in-house agency. In addition, it advi-
ses the MLP companies on communications issues. It does

not serve any non-group companies.







Annual
financial statements

The growth of the previous years
continued unabated.

The prospects for the future remain positive.
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Consolidated balance sheet
at December 31,1998

ASSETS DEC. 31,1998 DEC. 31,1997
DM DM
A EXPENSES FOR THE START-UP
AND EXPANSION OF OPERATIONS 2,400,000.00 1,200,000.00
B FIXED ASSETS
Intangible assets
1. Concessions, trademarks and similar rights and assets
and licenses in such rights and assets 9,866,309.91 8,622,903.47
2. Advance payments 558,677.52 169,406.13
10,424,987.43 8,792,309.60
Il Tangible assets
1.Lland, equivalent rights and buildings,
including buildings on third-party land 47,478,490.76 41,143,720.75
26,349,267.50 23,859,883.84
1,475,261.68 597,335.85
75,303,019.94 65,600,940.44

5. Investments of investment stock
of unit-linked life insurance

416,449,520.44
429,696,447.93

269,264,579.56
280,522,773.16

1. Trade accounts receivable 123,361,017.80 60,889,182.88
—of which falling due after more than one year: DM 0.00
2.Receivables due from companies 652,958.59 573,330.38
in which a participating interest is held
—of which falling due after more than one year: DM 0.00
3. Other assets 68,566,723.66 56,388,556.47
—of which falling due after more than one year: DM 18,866,928.65
192,580,700.05 117,851,069.73
IIl. Securities
Other securities 84,317,761.68 65,976,121.84
IV. Cashon hand, postal giro balances, balances at credit institutions 62,663,100.87 72,490,650.04
D PREPAID EXPENSES 10,339,510.91 6,692,069.63
E DEFERRED TAXES 16,017,000.00 11,385,000.00
883,765,279.81 635,666,851.29




LIABILITIES DEC. 31,1998 DEC. 31,1997
DM DM

16,500,000.00 16,500,000.00
33,000,000.00 33,000,000.00

3. Adjustment item from elimination of inter-company results -16,909,996.97 -11.381,084.17
........................................................................................................................... 37.495.536.80 28,485 18187
IV.  Adjustment item for shares of other shareholders 992061639 9307,818.76
V. Consolidated netearnings 50,914,541.50 37,184,413.07
........................................................................................................................... 765.453.744.69 392.100.413.70

9,882,118,00 8,734,916.00
36,940,019.15 25,547,181.00
3,216,225.00 2,954,843.92
50,038,362.15 37,236,940.92
C. TECHNICAL RESERVES
AND DEPOSIT LIABILITIES
1.Technical reserves for unit-linked
life assurance insofar as they have to be covered
by investment stock 225,352,080.44 144,659,547.56
2. Deposit liabilities resulting from the outward reinsurance business
insofar as they have to be covered by the investment stock 191,097,440.00 124,605,032.00

4. Other deposit liabilities
resulting from the outward reinsurance business 1,954,164.70 476,205.88

427,579,923.40 276,367,595.42

1. Payments on account 9,902,262.79 13,173,977.42
—of which with a remaining term of up to one year: DM 9,902,262.79;
1997: DM 9,880,483.10

2. Amounts due to credit institutions 2,932,143.20 0.00
—of which with a remaining term of up to one year: DM 2,932,143.20;
1997: DM 0.00

3. Trade accounts receivable 106,056,369.71 44,253,502.89
—of which falling due within one year: DM 106,056,369.71;
1997: DM 44,253,502.89

4. Amounts due to companies in which a 91,376.01 5,515.56
participating interest is held
—of which falling due within one year: DM 91,376.01;
1997:DM 5,

5. Other liabilities 21,710,477.86 22,528,285.38
—of which taxes: DM 1,546,509.79; 1997: DM 7,463,787.25
—of which social security:: DM 1,488,208.21; 1997: DM 549,384.00
—of which falling due within one year: DM 21,040,077.83;
1997: DM 22,159,066.53

140,692,629.57 79,961,281.25

E. ACCRUALS AND DEFERRED INCOME 620.00 620.00

883,765,279.81 635,666,851.29
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Consolidated profit and loss statement

January 1-December 31,1998

1998 1997
DM DM
1. Group consolidated revenues 383,966,465.45 313,516,278.57
2 in process 82 035,562.13)
3. Other capitalised own work 1,500,000.00 0.00
4. Insurance premiums 186,724,030.55 120,264,892.07
5. Income from outward reinsurance business 110,825,944.49 73,090,999.09
6. Otheroperating income 36,903,400.13 13,981,862.85
7. Cost of materials 214,819,087.49 165,976,099.69
Expenses for purchased services
8. Personnel expenses
a) Wages and salaries 56,280,259.94
b) Social contributions and expenses
for old age pensions and benefits 9,452,450.11
—of which for pensions: DM 1,319,461.64; 1997: DM 1,327,448.89
9. 15,386,606.47
73,738,904.90
11. 111,862,262.56
12. 56,619,996.30
13. 0.00
14. Income from other securities and loans held
as financial assets 34,006,067.27

15. Otherinterest and similarincome »8,180,204.87 5,952,104.42




1998 1997
DM DM
16. Depreciation on financial assets and
securities held as current assets 38,544.65 343,352.17
17. Interest and similar expenses 7,244,693.49 4,719,736.99
18. Unrealised gains from investments 18,820,651.05 15,491,946.89
19. Unrealised losses from investments 7,953,844.02 11,706,696.71
20.  Profit from ordinary operations 91,555,003.52 68,182,223.19
21. Taxesonincome 45,058,502.57 33,740,964.26
22. Othertaxes 81,143.06 1,873,026.34
23.  Netincome for the year 46,415,357.89 32,568,232.59
24. Result carried forward
—Net income from previous year 37,184,413.07 29,299,321.06
—Dividend distribution MLP AG —26,400,000.00 -19,800,000.00
- Dividend distribution MLP Lebensversicherung AG -170,349.00 0.00
—Adjustment entries in connection with
capital consolidation 313,603.07 0.00
10,927,667.14 9,499,321.06
25.  Withdrawals from revenue reserves
—Increase in adjustment item from elimination
of inter-compa ny results 5,528,912.82 4,616,801.14
26. Transfers to revenue reserves
a)to statutory reserve 59,505.56 55,755.52
b) to other reserves 11,000,000.00 9,400,000.00
27. Shares of other shareholders in results for the year
a) Profit shares 1,988,911.43 665,090.01
b) Loss shares 1,091,020.64 620,903.81
28. CONSOLIDATED NET EARNINGS 50,914,541.50 37,184,413.07







h

Each year the MLP consultants spend at

least five weeks “at school” — another
reason why MLP has a unique position in

the market.



68 | mLP GrROUP

Notes to the consolidated

financial statements

First consolidation and consolidation methods

The company prepared annual financial state-
ments according to the provisions of the German
Commercial Code (HGB) for the first time for the
year ended December 31,1992. The capital consoli-
dation was effected at the date on which the subsi-
diaries were first included in the Group annual fi-

nancial statements (Sec.301(2) sentence 1HGB).

All companies included in the Group annual finan-
cial statements were initially consolidated in accor-
dance with the book value method under Sec.301(1)
no.1HGB insofar as such companies had to be in-
cluded on the basis of the principles of full consoli-

dation.

The differences arising from the initial capital con-
solidations were openly set off against the reserves

in accordance with Sec.309 (1) sentence 3 HGB.

The interests held in associated companies are con-
solidated in accordance with the book value me-
thod under Sec. 312 (1) sentence 1no.1HGB. The dif-
ferences arising from the respective book value of

the interest and the proportionate equity at the
date on which the associated companies were first
included in the Group annual financial statements

were offset against the Group’s revenue reserves.

In the years following initial consolidation, the
value of the interests held in associated companies
is adjusted in such a way that any change in the
equity of the associated company is added to, or de-
ducted from, the stated valuation proportionately
to the amount of the direct percentage interest in
the associated company. The share in the profits of
other shareholders arising from the indirect sha-
reholding is taken into account in the correspon-
ding item in the profit and loss statement after the

net income for the year.

In fiscal year 1998, the Group accounting system
was converted to the Group module “FILC Version
3.1i" of SAP.Since all cut-off dates with regard to the
capital consolidation since the first preparation of
the 1992 Group financial statements had to be
recreated for technical reasons, inaccuracies arising
from previous years have been adjusted in the 1998
consolidated financial statements. These inaccura-
cies are, however, immaterial with regard to the ef-
fects on the true and fair view. In addition, accoun-
ting and consolidation methods, in particular regar-
ding the creation of additional transparency, were

revised in this context.



The effects of the adjustments are set out below:

1. Interests held in associated companies

a) MLP-Lebensversicherung AG — Austria, Vienna.

The interest in MLP-Lebensversicherung AG —
Austria, Vienna, was consolidated for the first
time as at December 31,1997.

In the Group, this is of indirect interest, since the
shares in the company are shown in the balance
sheet of MLP Lebensversicherung AG, Heidel-
berg.

The presentation in the 1997 Group financial sta-
tements according to the adding method was
changed in the 1998 Group financial statements.
The investment is now stated according to the
multiplying method, which takes account of the
fact that the indirect percentage holding of the
Group differs from that shown in the financial
statements of MLP Lebensversicherung AG, Hei-

delberg.

For the form of presentation selected for the 1997

financial statements, this gives rise to the following

effects, which were taken into account in the 1998

financial statements:

DM
Book value of MLP Lebens-
versicherung AG, Heidelberg,
at December 31,1997 4,271,055.88
Proportionate equity in MLP-Lebens-
versicherung AG — Austria, Vienna,
at December 31,1997 3,275,423.55
Difference offset
against the revenue reserves 995,632.33
Adjustment in the amount
of the share of other shareholders
attributable thereto -551,160.15
Remaining difference offset against
the revenue reserves 444 .472.18
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b) DIGNOS EDV GmbH
At December 31,1998, as a result of changes in
the shareholdings, DIGNOS EDV GmbH ceased to
be consolidated and was accounted for at equity
for the first time.

The development of the valuation of the DIGNOS
EDV GmbH in the balance sheet of MLP Consult
GmbH in 1998 is as follows:

DM Interest
%
Book value 5,500,000.00 100.00
Sale of shares 3,300,000.00 60.00
2,200,000.00 40.00
Proportionate equity

in DIGNOS EDV GmbH 272,562.04 40.00

DIFFERENCE 1,927,437.96

Since Marschollek, Lautenschlager & Partner AG
holds only an indirect interest (25.12 %) in this com-

pany, the difference was set off as follows:

DM
Revenue reserves -1,210,431.04
Shares of other shareholders -717,006.92
TOTAL -1,927,437.96

2. Adjustment from the elimination of unrealised
results of inter-company transactions
In the 1998 Group financial statements an adjust-
ment item relating to the elimination of unrealised
results of inter-company transactions is shown for
the first time under the revenue reserves. The item
contains all the unrealised profits or losses elimina-
ted since the first preparation of consolidated fi-
nancial statements for the 1992 fiscal year.
One of the purposes of this new consolidation ad-
justmentitem is toenhance transparency.Since the
elimination of inter-company results relates almost
solely to software produced in the Group and its
amortisation , this item also serves to indicate the
extent of the development work carried out by the
MLP Group in this area.
As a consequence of the creation of the adjustment
item in the balance sheet at December 31,1998, the
inter-company results set off against the revenue
reserves up to December 31, 1996 to adjust the
Group profit to the unappropriated retained
earnings in the annual financial statements of
Marschollek, Lautenschlager & Partner AG, Heidel-
berg, had to be added back to these reserves.



—
| a—

The increase in the adjustment item with regard to
the inter-company results of the 1997 fiscal year is

effected through the consolidated net earnings.

In the Group balance sheet at December 31,1998,
the corresponding figures of the previous year were

adjusted for comparative purposes.

The creation of the adjustment item from the elimi-
nation of inter- company results has the following

accounting effect:

Dec.31,1998 Dec. 31,1997

DM DM
Adjustment item
from elimination of
inter-company results
1992-1996 6,764,283.03  6,764,283.03
1997 4,616,801.14  4,616,801.14
1998 5,528,912.82 0.00

16,909,996.99 11,381,084.17

Other revenue reserves
atthe balance sheet
date priortointroduction

of adjustment item 46,891,043.52 32,376,508.49
Inter-company results
1992-1996 6,764,283.03  6,764,283.03

53,655,326.55 39,140,791.52

Increase in adjustment

item from elimination

of inter-company

results (profit and

loss statement) 4.616.801.14

Group consolidated
net earnings prior to

increase of adjustment
item 32,567,611.93
Inter-company result

1997 4,616,801.14

TOTAL 37,184,413.07

3. Commissions of MLP Lebensversicherung AG
The commission paid by MLP Lebensversicherung
AG, Heidelberg, to MLP Finanzdienstleistungen AG
for concluding and supporting unit-linked life in-
surance policies were not included in the consoli-
dation of expenses and revenues.

The reason is that in the past years these amounts
were only of secondary importance in giving a true
and fair view of the net worth, financial and earn-
ings position of the Group. Since the business of
MLP Lebensversicherung AG has risen considerably
in the last two years and the commissions paid to
MLP Finanzdienstleistungen AG have increased
accordingly, these commissions which were not
consolidated will be consolidated in the 1999 Group
financial statements.

For the 1998 fiscal year, these commissions amount
to DM 64,242,000 (1997: DM 36,372,000).

The income-neutral expense or revenue consolida-
tion of this amount would be reflected in the profit
and loss statement by a corresponding reduction in

the sales and cost of materials.
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Related companies

COMPANY Jan 1,1998 Addition Disposal Dec. 31,1998
DM DM DM DM

MLP Finanzdienstleistungen 20,000,000.00 —— —— 20,000,000.00

Aktiengesellschaft

Heidelberg

MLP Lebensversicherung 2,790,137.50 —= 78,086.25 2,712,051.25

Aktiengesellschaft

Heidelberg

MLP Vermogensverwaltung 2,500,500.00 —= - 2,500,500.00

Aktiengesellschaft

Heidelberg

MLP Bank 12,000,000.00 -= -= 12,000,000.00

Aktiengesellschaft

Heidelberg

MLP Assekuranzmakler GmbH 378,000.00 —= —— 378,000.00

Heidelberg

MLP Service GmbH 2,217,600.00 -= -= 2,217,600.00

Heidelberg

MLP Consult GmbH 1,008,000.00 2,512,000.00 - 3,520,000.00

Heidelberg

MLP Media GmbH 50,000.00 -= -= 50,000.00

Publishing and advertising company
Heidelberg

Total of related companies

Associated companies

MLP-Lebensversicherung 3,275,423.55 516,449.20 - 3,791,872.75
Aktiengesellschaft —

Austria,

Vienna

DIGNOS EDV GmbH 5,500,000.00 -— 5,227,437.96 272,562.04

Morfelden-Walldorf

Total associated companies

Total




Subscribed Shares Net income/loss  Profit attributable Loss attributable
capital for the year to other share- to other share-
=) holders’ interests holders’ interests
DM DM DM DM
10,000,000.00 100% - - -
25,000,000.00 a) Common shares 1,429,853.22 809,399.59 -
of which 50% + 20 shares
paid up b) non-voting preference
6,250,000.00 shares: 33.48105 %
5,000,000.00 50.01% 1,138,959.80 569,366.00 -
10,000,000.00 50.01% -1,738,580.20 - -869,116.24
500,000.00 50.40% 335,636.48 166,475.69 -
1,000,000.00 50.40% —-447,387.91 - -221,904.40
4,000,000.00 62.80% 406,781.77 151,322.82 —
50,000.00 100.00% - - -
1,696,564.10 -1,091,020.64
12,773,700.00 21.69641% 1,032,898.39 292,347.33 -
(90,000,000.00 ATS) (7,266,767.90 ATS)
of which paid up
8,515,800.00
(60,000,000.00 ATS)
400,000.00 2512 % -39,447.49Y - -
of which paid up
250,000.00
292,347.33 -
1,988,911.43 -1,091,020.64

Y Provisional result for the year
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Accounting, valuation and conversion methods

The classification and description of individual
items in the Group balance sheet and profit and
loss statement were altered to take account of the

special features of the MLP Group.

These are items which have to be reported in the
annual financial statements of MLP Lebensver-
sicherung AG Heidelberg, in accordance with the

accounting regulations for insurance companies.

The assets and liabilities of MLP Lebensversiche-
rung AG and MLP Bank AG are valued in accordance
with the principles applicable to insurance compa-

nies and banks.

The reserves earned by the subsidiaries subsequent
to the date of their first consolidation are transfer-
red to the reserves of the Group insofar as they are
attributable to shares of the Group.

Receivables and liabilities between consolidated
companies are netted. The revenues from inter-
company sales and otherincome are set off against

the corresponding expenses.

Receivables and liabilities in foreign currencies are
valued on the basis of the exchange rate on the
date of their creation or the more unfavourable

exchange rate prevailing on the balance sheet date.

Details of accounting and valuation methods for
individual balance sheet items

The depreciable fixed assets were valued at cost of
acquisition or production less scheduled deprecia-

tion.

The costs of acquisition or production contain the
part of the invoiced value added tax which related
to the additions and which cannot be deducted as
input tax. The scheduled depreciation is deducted
on the basis of the following probable useful lives in
accordance with the straight-line method of depre-

ciation:

Expenses for start-up and

expansion of operations 4 years
Concessions, trademarks and
similar rights and assets and
licenses in such rights and assets 5years
Administration building 25 years
External facilities 15 years

Fixturesandfittings .. >~10years
Computerhardware >-10years
Office furnitureand equipment >~10years
Cars 5years




Low-value assets (acquisition costs of up to DM
800.— net) are written off completely in the year of

purchase and recorded as disposals.

In the case of non-real-estate fixed assets, the addi-
tions in the first half of the year are depreciated at
the full annual rate, while the additions in the

second half are depreciated at half the annual rate.

The investments held as fixed assets shown under

financial investments are valued at cost.

The other long-term loans are stated at the nomi-

nal value less any necessary write-downs.

The investments (in this case fund shares) which
are required to cover the commitments from the
(unit -linked) life insurance are transferred to the in-
vestments of the investment stock of the unit -lin-
ked life insurance. The investment stock is stated at

current market value.

The technical reserves for life insurance policies and
the deposit liabilities resulting from the outward
reinsurance business, in both cases insofar as the
investment risk is borne by the policyholder, which
are shown on the liabilities side, are equal to the
total of the individual premium reserves. The pre-
mium reserve is made up of fund shares in the in-
vestment stock which are valued at current market

value on the balance sheet date.

Receivables are stated at nominal value less any

necessary individual value adjustment.

The deferred tax item arises from netted eliminati-
ons of inter-company results affecting income and
relating mainly to software produced within the
Group. An average tax rate of 50 percent was assu-

med with regard to this item.

For obligations arising from the company old-age
pension system, pension provisions are made in the
amount of the actuarially determined value (Teil-
wert) pursuant to Sec. 6a of the German Income Tax
Act and on the basis of an assumed interest rate of
6 percent and the tables of Dr. Klaus Heubeck. For
reasons of materiality, the 1998 tables were not

used.

For contingent liabilities, provisions are made in
such an amount as is deemed necessary on the ba-

sis of sound commercial judgement.

Liabilities are stated at their repayment amount.

Notes to the balance sheet and profit and loss
statement

The development of the fixed assets and deprecia-
tion and write-offs in 1998 is set out in the fixed as-
set schedule on pages 76/77 of the notes to the

Group financial statements.
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Development of expenses for the start-up and expansion

of operations and of fixed assets in 1998

Acquisition costs

Description Balance of Additions Disposals Transfers Balance at
Jan. 1,1998 Dec. 31,1998
DM DM DM DM DM
A. EXPENSES FOR
START-UP AND
EXPANSION
OF OPERATIONS 1,200,000.00 1,500,000.00 0.00 0.00 2,700,000.00
B. FIXED ASSETS
l. INTANGIBLE
ASSETS
1. Concessions, trademarks
and similar rights
and assets and licenses
in such rights
and assets 23,533,968.55 4,579,783.98 243,516.44 174,526.13 28,044,762.22
2. Payments on account 169,406.13 558,677.52 0.00 -169,406.13 558,677.52
23,703,374.68 5,138,461.50 243,516.44 5.120.00 28,603,439.74
Il.  TANGIBLE ASSETS
1.land, equivalent rights
and buildings,
including buildings
on third-party land 54,354,793.41 4,632,692.73 116,583.54 5,060,746.04  63,931,648.64
2.Other plant, office and
plantequipment 57,112,028.93 12,107,047.85 2,791,749.35 193,050.98 66.620,378.41
3. Payments on account
and plant in construction 597,335.85 6,136,842.85 0.00  -5,258,917.02 1,475,261.68
112,064,158.19 22,876,583.43 2,908,332.89 -5,120.00 132,027,288.73
I1l. FINANCIAL ASSETS
1. Participating interests 32,000.00 0.00 32,000.00 0.00 0.00
2.Interests in associated
companies 3,275,423.55 789,011.24 0.00 0.00 4,064,434.79
3. Securities held
as fixed assets 6,906,525.00 3,035,302.04 1,704,250.00 0.00 8,237,577.04
4. Other loans 1,044,245.05 0.00 99,329.39 0.00 944,915.66
5.Investments of
investment stock 269,264,579.56 715,950,275.86  579,632,142.01 0.00 405,582,713.41
280,522,773.16  719,774,589.14 581,467,721.40 0.00 418,829,640.90
TOTAL 416,290,306.03 747,789,634.07 584.619.570,73 0.00 579,460,369.37




Depreciations/appreciations

Book values

Balance at Additions Disposals Appreciations Balance at Balance at Balance at

Jan. 1,1998 Dec. 31,1998 Dec. 31,1998 Dec. 31,1997

DM DM DM DM DM DM DM

0.00 300,000.00 0.00 0.00 300,000.00 2,400,000.00 1,200,000.00

14,911,065.08 3,333,467.61 66,080.38 0.00 18,178,452.31 9,866,309.91 8,622,903.47

0.00 0.00 0.00 0.00 0.00 558,677.52 169,406.13

14,911,065.08 3,333,467.61 66,080.38 0.00  18,178,452.31 10,424,987.43 8,792,309.60

13,211,072.66 3,337,555.73 95,470.51 0.00 16,453,157.88 47,478,490.76 41,143,720.75

33,252,145.09 9,164,023.34 2,145,057.52 0.00 40,271,110.91 26,349,267.50 23,859,883.84

0.00 0.00 0.00 0.00 0.00 1,475,261.68 597,335.85

46,463,217.75 12,501,579.07 2,240,528.03 0.00  56,724,268.79 75,303,019.94 65,600,940.44
SRR S T oo .. SRR . 200000

0.00 0.00 0.00 0.00 0.00 4,064,434.79 3,275,423.55

0.00 0.00 0.00 0.00 0.00 8,237,577.04 6,906,525.00

0.00 0.00 0.00 0.00 0.00 944,915.66 1,044,245.05

0.00 7,953,844.02 0.00 18,820,651.05  -10,866,807.03 416,449,520.44 269,264,579.56

0.00 7,953,844.02 0.00 18,820,651.05 -10,866,807.03 429,696,447.93  280,522,773.16

61,374,282.83 23,788,890.70 2,306,608.41 18,820,651.05 64,035,914.07 515,424,455.30 354,916,023.20
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Revenue reserves

The development of revenue reserves is set out as follows:

Jan.1,1998

Change resulting from
consolidation measures

Statutory reserve Other revenue reserves Total
DM DM DM

725,474.52 39,140,791.52 39,866,266.04

0.00 11,000,000.00 11,000,000.00

59,505.56 0.00 59,505.56
—34,722.86 3,514,535.03 3,479,812.17
750,257.22 53,655,326.55 54,405,583.77

The change in other revenue

reserves in

connection with consolidation measures is

mainly made up as follows:

DM
Deconsolidation
DIGNOS EDV GmbH 4,541,020.21
Adjustment reflecting other interests
in MLP-Lebensversicherung AG -
Austria, Vienna 551,160.15
Difference from first
equity consolidation of
DIGNOS EDV GmbH -1,210,431.04
Increase in amount of holding
in MLP Consult GmbH -250,829.67
Other consolidation -
measures -151,107.48
TOTAL 3,479,812.17

Other provisions

The other provisions cover residual vacation en-
titlements of salaried employees for 1998 (DM
1,247,000), audit and tax consulting fees (DM
872,000), annual audit fees (DM 320,000), contri-
butions to employers’ occupational accident
insurance scheme, fees for Supervisory Board mem-
bers, severely disabled levy, litigation risks and out-

standing invoices.

Payments received on account

This item contains mainly liabilities of MLP Lebens-
versicherung AG from insurance policies concluded
by itself to policyholders in the amount of DM
9,790,000.



Sales

Sales are broken down as follows:

1998 1997

DM 1000 DM 1000
Uifeinsurance 248822 213525
Healthinsurance ... = ... 39415
Propertyinsurance ... . 18554
INVESTMENTS | e, R daboom 23769
Otherrevenues ... m 23.298 16253
TOTAL 383.966 313516

Insurance premiums

The insurance premiums comprise the

(DM 61,519,000) are for the first time shown under
cost of materials. In 1997, these expenses (DM
35,517,000) were shown under other operating ex-
penses. For comparative purposes, the previous
year's figures have been adjusted for the respective

items in the profit and loss statement.

Other operating expenses

The item comprises the following:

1998 1997
DM 1000 DM 1000
Office space expenses 17,955 15,218
Other technical expenses | 10874 6443
Communications expenses AN ] 6,798
IT costs 8,220 2,545
Losses from reallocating
investments of
MLP Lebensversicherung AG = - 1,950
Trainingand seminars 6876 . %286
Officesupplies . 0607 ... >306
Others e 26m 20193
TOTAL 97,544 73,739

following:
1998 1997

DM 1000 DM 1000
Booked gross premiums 186,357 120,321
Change in gross premium
carry forwards -1,665 -1,384
Premiums from the gross
provision for premium refunds 2,032 1,328
TOTAL 186,724 120,265
Cost of materials

In the 1998 consolidated financial statements the
commission expenses of MLP Lebensversicherung

AG for the conclusion of life insurance contracts

Financial position

To describe the financial position, the flow of funds
analysis, which proceeds from the net financial as-
sets as financing fund, is set out below (see pages
78/79).



80 | mLpP GrOUP

Flow of funds analysis
for the 1998 fiscal year

1998 1997
DM 1000 DM 1000

CHANGE IN NET FINANCIAL ASSETS
FR

Plus (less) expenses (income) which do not reduce
(increase) the net financial assets

— Capitalised expenses for start-up

and expansion of operations -1,500.0 -1,200.0
—Amomsatlonofmtangmle S 33335 ...................... 29660 ........
—Depreaatlonoftanglbleassets ................................................................ 8 25016 ..................... 124207 ........
e B e L R e
—Depreaatlonofcapltallsed startup ..............................................................................................................

and expansion expenses 300.0 0.0
—Transfertopensmnprovmons ................................................................... 11472 ...................... 10547 ........
................................................................................................................... T 52729

Plus (less) reductions (increases) in short-term
asset items except for liquid funds

— Amounts due from companies
in which participating interests are held

Plus (less) increases (reductions)
in short-term liability items

— Provisions for taxes 11,392.8 2,240.7
—Otherprovmons ............................................................................................ L e P
—Othertechmcalprowsmns ........................................................................ s Siss
—Recelvedpaymentsonaccount ................................................................. o
—Tradeaccountspaya o | 1
—Amountsduetocompames ..............................................................................................................................

in which participating interests are held 85.9 5.5

Increase in net financial assets
from current operations 57,802.8 15,982.6

CHANGE IN NET FINANCIAL ASSETS
FROM INVESTMENT ACTIVITY

Decrease in net financial assets from investments -28,369.7 -21,820.9




1998 1997
DM 1000 DM 1000

CHANGE IN NET CASH FLOW FROM SPECIAL FEATURES
OF CURRENT INSURANCE BUSINESS

Expenses (income) which do not reduce (increase)
the net financial assets

Increase in net financial assets
from insurance operations 136,318.1 107,290.8

CHANGE IN NET FINANCIAL ASSETS

Decrease in net financial assets
from insurance investments -136,318.1 -107,290.8

CHANGE IN NET FINANCIAL ASSETS
FROM FINANCING ACTIVITIES

— Elncrease in adjustment item
for outside shareholders 612.8 4,260.1

— Withdrawals from revenue reserves

for consolidation purposes 313.6 0.0
- Increase in adjusting item from
elimination of inter-company results 5,528.9 4,616.8
— Transfers to the adjustment items
of other shareholders -897.9 -44.2

Decrease/Increase in net cash flow
from financing activities -23,062.1 -16,408.6

CHANGE IN NET FINANCIAL ASSETS
FROM CONSOLIDATION TRANSACTIONS

— Increase/decrease in investments

in associated companies -789.0 995.6
Decrease/Increase in net financial assets 5,582.0 -21,251.3
L|qu|dfundsatyearend ................................................................................................. 626631 724907 ........
Short-term securities at year-end 84,317.8 65,976.1
Short-term liabilities due to credit institutions
atyear-end -2,932.1 0.0

Short-term liabilities due to credit institutions

at beginning of year 0.0 0.0

5,582.0 -21,251.3
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Other information

The number of employees — determined in accor-
dance with Sec. 267 (5) of the German Commercial
Code — was 791 in 1998. Of these, 713 were in full-
time, and 78 in part-time employment. On average,
33 were trainees.

The total compensation paid to members of the
management (Sec. 314 (1) no. 6a Commercial Code)
for 1998 were DM 9,976,160.10.

In 1998, the fees of the Supervisory Board totalled
DM 39,681.20.

Heidelberg, March 19,1999

The Board of Managing Directors

it

MANFRED LAUTENSCHLAGER

SN A W

DR. BERNHARD TERMUHLEN

Auditor’s opinion

According to our audit, performed in conformity
with our professional duties, the Group financial
statements comply with the legal requirements.
The Group financial statements present a true and
fair view of the net worth as well as the financial
and earnings position of the Group with regard to
generally accepted accountings standards. The
Group management report is consistent with the

Group financial statements.
Dusseldorf, March 19,1999

A& TROIfs - Blihler & Partner AG
Wirtschaftsprifungsgesellschaft

. ot

GEORG VAN HALL
WIRTSCHAFTSPRUFER

THOMAS BUDDE
WIRTSCHAFTSPRUFER



On average every consultant
serves about 200 customers.
This ensures that customers

receive high-quality,

comprehensive advice.
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Balance sheet at December 31,1998

ASSETS DEC. 31,1998 DEC. 31,1997
DM DM

A. FIXED ASSETS

Concessions, trademarks
and similar rights and assets
and licenses in such rights and assets 2.00 2,045.00

1. Lland, equivalent land and buildings,
including buildings on third-party land

292,366.92
43,526,835.01

944,915.66 1,044,24505
34,773,066.91 30,938,482.55

1. Receivables from related companies 158,651,552.83 110,109,185.30
- of which falling due after more
than one year: DM 0.00; 1997: DM 0.00

2. Otherassets 5,535,317.18 1,617,225.22
-of which falling due after more
than one year: DM 4,128,494.47;1997: DM 451,414.07

164,186,870.0 111,726,410.52

24,533,722.07 58,719,452.86

243,555,592.08  225,280,863.38

C. PREPAID EXPENSES 0.0 10,219.83

321,855,496.00 293,270,605.76




LIABILITIES DEC. 31,1998 DEC. 31,1997

A. EQUIT

Nonvoting preferred stock 16,500,000.00 16,500,000.00
.......................................................................................................................... 33,000,00000 33,000,00000
R ap|ta| e 13 412300000 - 3412300000 .....
e
........ 15tatutoryreserve 66001900 66001900
........ b 55600000004460000000
.......................................................................................................................... 56.260,019.00 45.260.019.00
IV. Unappropriated retained earnings 4963721037 37,461799.22

273,020,229.37 249,844,818.22

. PROVISIONS
1. Provisions for pensions

3. Other provisions 549,450.00 591,050.00

41,578,780.40 31,627,761.00

1. Trade accounts receivable 549,764.35 619,588.03
- of which falling due within one year:
DM 549,764.35;1997: DM 619,588.03

2. Other liabilities 6,706,721.88 11,178,438.51
—of which taxes: DM 48,988.27;
1997: DM 6,066,154.87
—of which social security:
DM 8,126.62; 1997: DM 8,296.07
—of which falling due within one year:
DM 6,706,721.88; 1997: DM 11,178,438.51

7,256,486.23 11,798,026.54

321,855,496.00 293,270,605.76
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Profit and loss statement

January 1to December 31,1998

1998 1997
DM DM
Other operating income 5,369,514.32 5,479,832.08

b) Social security contributions

and expenses relating to pensions and benefits 623,350.64 553,502.53
—of which for pensions: DM 589,792.23;
1997: DM 526,312.80
8,483,622.64 6,816,974.21

. Income from other investments and long-term loans
—of which from related companies: DM 126,410.38,;
1997: DM 341,499.99

8. Otherinterest and similarincome
—of which from related companies: DM 3,559,885.38;
1997: DM 1,496,451.30

10. Interest and similarincome 74,522.81 143,242.17

—of which to related companies: DM 0.00;

1997: DM 0.00

11. Profit from ordinary operations 96,047,074.02 76,492,355.87
12. Taxesonincome 46,407,311.96 37,401,860.43
13. Othertaxes 64,350.91 1,728,017.28
.i 4Net mco meforthe y e a r ......................................................................... 49 5 7 541115 ............ 3 736247816 .....
15. Profit carried forward from previous year

- Unappropriated retained profit from previous year 37,461,799.22 29,299,321.06

— Dividend distribution 26,400,000.00 19,800,000.00
16. Transfer to other revenue reserves 11,000,000.00 9,400,000.00
17. UNAPPROPRIATED RETAINED EARNINGS 49,637,210.37 37,461,799.22




MLP continues to extend ompetitive edge
by using information technology to enhance its

advisory services.
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Notes to the annual

financial statements of MLP AG

General information

The annual financial statements of Marschollek,
Lautenschlager und Partner Aktiengesellschaft for
the year ended December 31,1998 are prepared af-

ter appropriation of the result for the year.

On September 5,1992, Marschollek, Lautenschlager
und Partner Aktiengesellschaft and MLP Finanz-
dienstleistungen Aktiengesellschaft concluded a
control and profit and loss transfer agreement pur-
suant to Sect. 291 of the German Joint Stock Corpo-
ration Act (AktG). The annual shareholders’ meet-
ings of Marschollek, Lautenschlager und Partner
Aktiengesellschaft and MLP Finanzdienstleistun-
gen Aktiengesellschaft approved the agreement on
June 17,1993. The agreement was entered in the
Commercial Register responsible for MLP Finanz-
dienstleistungen Aktiengesellschaft on December

15,1993.

The profit and loss statement is prepared in accor-
dance with the total cost form of presentation un-
der Sect. 275 (2) of the German Commercial Code
(HGB).

Corporate income tax is computed on the basis of

the proposal on the appropriation of the result.

Accounting and valuation methods
The assets and liabilities are stated in accordance
with general valuation principles set outin Sections

252 et. seq. of the Commercial Code.

Intangible and tangible fixed assets are stated at
cost of acquisition less scheduled depreciation and

amortisation.

The costs of acquisition or production contain the
portion of the value added tax charged which is
attributable to the additions and which cannot be

deducted as input tax.

Scheduled depreciation is provided on a straight-
line basis in accordance with the following prob-

able useful lives:

Concessions, trademarks and similar
rights and assets and licenses

insuchrightsandassets  >years
Administration building 25 years
Bdtemnalfacilities 15 years
Fixtures in third-party buildings Term of

respective
........................................................................ lease
Fixturesandfittings . 10years
Computer hardware/cables >-10years
Office furniture and equipment 5-10years

5 years




In the case of non-real-estate fixed assets, the addi-
tions in the first half of the year are depreciated at
the full annual rate, while additions in the second
half of the year are depreciated at half the annual

rate.

Low-value assets (acquisition cost up to DM 800.—
net) are written off completely in the year of acqui-

sition and recorded as disposals.

The shares in related companies reported under
financial investments are valued at the cost of ac-
quisition.The loans to related companies and other
loans are stated at their nominal value less any

required write-downs.

Receivables are stated at nominal value less any

necessary individual value adjustment.

The other current assets are valued at cost of ac-
quisition unless in a specific case a lower value is
required under Sect. 253 (3) sentences Tand 2 of the

Commercial Code.

For the commitments arising from the company
old-age pension plan, pension provisions are for-
med in the amount of the actuarially determined
value (Teilwert) pursuant to Sect. 6a EStG (German
Income Tax Act) on the basis of an interest rate

of 6 percent and the mortality tables of Dr. Klaus

Heubeck. The new mortality tables from 1998
have not been used for accounting purposes

for reasons of materiality.

For contingent liabilities provisions are made
to such extent as is required by sound com-

mercial judgement.

The liabilities are stated at their repayment

amount.

Explanatory notes to the balance sheet
The schedule shown on pages 90/91 sets out
the development of fixed assets and amorti-

sation/depreciation in the 1998 fiscal year.




90 | MLP AG

The fixed assets and amortisation/depreciation in the 1988 fiscal year developed as follows:

Costs of acquisition

Description Jan.1,1998 Additions Disposals Dec. 31, 1998
DM DM DM DM
I INTANGIBLE FIXED ASSETS
Concessions, trademarks
and similar rights
and assets and licenses
in such rights and assets 42,964.00 0.00 0.00 42,964.00
42,964.00 0.00 0.00 42,964.00
1 TANGIBLE FIXED ASSETS
1. Lland, equivalent rights
and buildings
including buildings
on third-party land 42,267,240.64 7,217,128.23 0.00 49,484,368.87
2. Other plantand equipment 5,822,021.85 1,487,480.11 374,654.74 6,934,847.22
3. Advance payments and
construction in progress 0.00 292,366.92 0.00 292,366.92
48,089,262.49 8,996,975.26 374,654.74 56,711,583.01

2. Long-term loans
to related companies

3. Otherloans 1,044,245.05 0.00 99,329.39
30,938,482.55 4,012,000.00 177,415.64 34,773,066.91
TOTAL 79,070,709.04 13,008,975.26 552,070.38 91,527,613.92




Depreciation and amortisation

Bookvalues

Jan.1,1998 Zugdnge Abginge Dec. 31,1998 Dec. 31,1998 Dec. 31,1997
DM DM DM DM DM DM

40,919.00 2,043.00 0.00 42,962.00 2.00 2,045.00
40,919.00 2,043.00 0.00 42,962.00 2.00 2,045.00
8,753,666.64 1,784,945.14 0.00 10,538,611.78 38,945,757.09 33,513,574.00
2,296,600.85 538,510.71 188,975.34 2,646,136.22 4,288,711.00 3,525,421.00
0.00 0.00 0.00 0.00 292,366.92 0.00
11,050,267.49 2,323,455.85 188,975.34 13,184,748.00 43,526,835.01 37,038,995.00

. . . : 1,044,245.05
0.00 0.00 0.00 0.00 34,773,066.91 30,938,482.55
11,091,186.49 2,325,498.85 188,975.34 13,227,710.00 78,299,903.92 67,979,522.55
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Shareholdings

The sharholdings at December 31,1998

were as follows:

COMPANY Dec. 31, 1998 Addition
Equity DM DM
The capital stock of the company has been statedas ~ pp
subscribed capital in accordance with Sect.152 (1) of ~ Finanzdienst-

leistungen 20,000,000.00 -
the German Joint Stock Corporation Act. Aktiengesellschaft
At December 31,1998, it consists of the following: Heidelberg

MLP

DM Lebensversicherung 2,790,137.50 -

3,300,000 common shares 16,500,00000  Aktiengesellschaft
......................................................................................... Heidelberg
3,300,000 preferred shares 16,500,000.00

MLP

Vermégens-

verwaltung 2,500,500.00 -
Other provisions Aktiengesellschaft

Heidelber,
The other provisions cover the costs of auditing the 8
annual financial statements (DM 300,000) audit ~ MLP

Assekuranzmakler
and tax consultancy fees (DM 202,000), litigation GmbH 378 000.00 _—
costs (DM 25,000), fees for the members of the Su- Heidelberg
pervisory Board, residual vacation entitlement for 5
the salaried employees for 1998 and contributions ~ Consult GmbH 1,008,000.00 2,512,000.00

. . . Heidelb

to the employer occupational accident insurance elaeibere
scheme. MLP

Service GmbH 2,217,600.00 -

Heidelberg

U Of the outstanding contributions in respect of MLP Lebens-
versicherung AG , DM 8,136,153.75 are due from the com-

pany.




Disposal Dec. 31,1998 Subscribed Shares Net
capital income/loss
)
DM DM DM DM
-= 20,000,000.00 10,000,000.00 100% —=
Common shares
78,086.25 2.712.051,25 25,000,000.00Y 50% + 20 shares 1,429,853.22
of which Non-voting
paid up preferred shares:
6,250,000.00 33.48105%
-= 2,500,500.00 5,000,000.00 50.01% 1,138,959.80
-= 378,000.00 500,000.00 50.40 % 335,636.48
-= 3,520,000.00 4,000,000.00? 62.80% 406,781.77
2,217,600.00 1,000,000.00 50.40% —447,387.91

2 In the 1998 fiscal year, the subscribed capital was raised from DM 1 million to DM 4 million. The capital increase had not been

registered in the Commercial Register by December 31,1998.
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Notes to the profit and loss statement

Other operating income

The “Other operating income” relates mainly to ren-
tal income from the leasing of the administration
building in Heidelberg to MLP Finanzdienstleistun-
gen Aktiengesellschaft, MLP Lebensversicherung
Aktiengesellschaft, MLP Vermdgensverwaltung Ak-
tiengesellschaft, MLP Consult GmbH and MLP Bank
Aktiengesellschaft.

Taxes on income

For corporate income and trade tax purposes, MLP
AG and MLP Finanzdienstleistungen form a single
fiscal entity (Organschaft). Accordingly, the tax
expense of the company includes the corporate
income tax and trade tax for both companies. The
taxes were not passed on proportionately to MLP
Finanzdienstleistungen because of the existing

profit and loss transfer agreement.

Marschollek, Lautenschlager und Partner Aktienge-
sellschaft and its other subsidiaries form a single
fiscal entity for trade tax purposes. The settlement
of the trade tax with the subsidiaries is effected by

an inter- company charge.

Other information
In 1998, the company had three employees — as
determined by way of analogy to Sect. 267 (5) of the

Commercial Code.

The members of the Supervisory Board are:

Gerd Schmitz-Morkramer, banker, Munich,
chairman

Gerhard Struch, business graduate, Schlangenbad,
deputy chairman,

Christa Fahnrich, secretary, Offenburg-zZW
(UntilJune 15,1998)

Norbert Kohler, departmental head, Oftersheim
(As from June 15,1998)

The members of the Board of Managing Directors

are:

Manfred Lautenschladger, assessor, Gaiberg,
Chairman

Dr.Bernhard Termiihlen, Dipl.-Ing./Dipl.-Wirt.-Ing.,
Gaiberg

In the 1998 fiscal year, the payments to the mem-
bers of the Board of Managing Directors totalled
DM 7,442,099.10.

In the 1998 fiscal year, the total remuneration of
the members of the Supervisory Board was DM
33,900.00.



Proposal on appropriation of profit

The Board of Managing Directors proposes pur-
suant to Sect. 170 (2) of the Joint Stock Corporation
Act that the retained earnings of DM 49,637,210.37
shown inthe balance sheet at December 31,1998 be

appropriated as follows:

DM
Distribution to the shareholders 34,650,000.00
Transfer to other
T s _14,300,000.00
Profit carried forward 87,210.37

UNAPPROPRIATED

RETAINED EARNINGS 49,637,210.37

Heidelberg, March 19,1999
The Board of Managing Directors

it

MANFRED LAUTENSCHLAGER

SN AN O

DR. BERNHARD TERMUHLEN

Auditor’s opinion

According to our audit, performed in conformity
with our professional duties, the accounting and
annual financial statements comply with the legal
requirements. The annual financial statements pre-
sent a true and fair view of the net worth as well as
the financial and earnings position of the company.
The management report is consistent with the an-

nual financial statements.
Dusseldorf, March 19,1999

A& TROlfs « Blihler & Partner AG
Wirtschaftspriifungsgesellschaft

. ot

GEORG VAN HALL
WIRTSCHAFTSPRUFER

THOMAS BUDDE
WIRTSCHAFTSPRUFER
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Supervisory board report

The Supervisory Board was kept regularly and fully
informed of the business and financial position as
well as the current development of business at MLP
AG in four meetings held on April 24, June 15, Octo-
ber 9, and November 26, 1998 and using written
and oral reports as well as individual discussions
with the Board of Managing Directors.The Supervi-
sory Board discussed general issues with the Board
of Managing Directors regarding the MLP AG busin-
ess policy as a strategic holding company. Through-
out the year, the Board of Managing Directors was
able to obtain advice from the Supervisory Board. In
addition, the Supervisory Board discussed issues of
strategic corporate planning, in particular regar-
ding investments in related companies. When mea-
sures required approval from the Supervisory Board,
the Supervisory Board approved such measures af-
ter reviewing and discussing them in detail with

the Board of Managing Directors .

The annual financial statements/consolidated fi-

nancial statements of MLP AG and the MLP Group,

which were submitted by the Board of Managing
Directors, were audited by A & T Rolfs « Buhler &
Partner AG Wirtschaftspriufungsgesellschaft, Dus-
seldorf, together with the accounting records, and
approved with an unqualified auditor’s opinion.The
Supervisory Board has reviewed and approved the
MLP AG and the MLP Group annual financial state-
ments after raising no objections thereto. The pro-
posal of the Board of Managing Directors regarding
the appropriation of profits was approved and thus

established.

As of June 15,1998, Ms. Christa Fahnrich retired from
the Supervisory Board after ten years of service. On
behalf of the Supervisory Board, | would like to
thank her for her work on the Board during this long
period. At the same time, Mr. Norbert Kohler was
appointed member of the Supervisory Board as re-

presentative of the employees.

The Supervisory Board would like to express its
thanks to the Board of Managing Directors and em-
ployees of the MLP Group and its companies for

their committed and successful work during 1998.

Heidelberg, April 1999
The Supervisory Board

food ol ol

GERD SCHMITZ-MORKRAMER
VORSITZENDER



