19 JUL 2000
HONDA JV
THREE PARTI ES SI GN MOA TO FORM DRB- ORI ENTAL- HONDA

PUTRAJAYA, July 19 (Bernama) -- Honda Mdtor Co Ltd of Japan, DRB-H COM
Bhd and Oriental Hol di ngs Bhd today signed a menorandum of agreenent (MA)
to manufacture and di stri bute Honda aut onobil es. spare parts, accessories
and conponents.

Under the terns of the MbA, they will forma newentity,

DRB- Ori ent al - Honda Sdn Bhd, which will be incorporated begi nning next year
with an authorised capital of RV600 million (US$130 nillion).

DRB-H COMwi Il hold 36 percent in the joint venture, Oriental 15
percent and Honda 49 percent.

This joint venture is seen as a najor boost to Malaysia's autonotive
i ndustry.

It is alsoinline with Honda's regional strategy of increasing its
conpetitiveness in Ml aysia and Asean to neet the chall enges of narket
liberalisation under the Asean Free Trade Area.

At the signing cerenpony which was witnessed Prime M nister Datuk Seri
Dr Mahat hir Mohanad, DRB-H COM was represented its executive chairman, Tan
Sri Mohamed Sal eh Sulong, Oriental by its chairman, Datuk Loh Cheng Ean
and Honda by its president and chi ef executive officer, H royuki Yoshino.

The production of Honda autonobiles would take place at a facility to
be determ ned and woul d be equi pped with Honda's worl d-class flexible
manuf act uri ng systenms to maxi m se efficiency.

In the meantine, a study to utilise Oriental Assenblers Sdn Bhd as a
maj or conponent supplier to DRB-Oriental Honda Sdn Bhd, woul d be conduct ed.

Al so secured under the MOAis Oriental Holdings's |ong-term
rel ati onship wi th Honda.

Apart fromits equity stake in the new joint venture conpany, its
rel ated conpany, Kah Motor Co Sdn Bhd, would continue to retail Honda
aut onobi |l es through its existing deal er networKk.

Speaki ng at the signing, DRB-H COM chai rman Mohd Sal eh Sul ong said, "W
are excited with the prospects of this new venture as it offers a transfer
of technology to Malaysia fromone of the world' s | eadi ng autonotive
manuf acturers.”

"Honda's reputation in engineering excellence and hi ghl y-accl ai ned
manuf acturi ng systens woul d greatly benefit Ml aysi ans and correspondi ngly,
we believe that our experience in notor-vehicle manufacturing and
distribution in this part of the world would in turn benefit our partners,”
he sai d.

This smart partnership between DRB HCOM Oiental and Honda woul d
certainly enhance opportunities for the Ml aysi an autonotive vendors, in
terms of nore business volunes and their benefiting fromthe technica
know how t o be acquired

Mohd Sal eh Sul ong al so said the new joint venture was in line with DRB
H COM s overall strategy of maintaining its key position in the Ml aysi an
aut onoti ve i ndustry.

DRB- H COM has devel oped core conpetencies in vehicle assenbly and
manuf act uri ng through good infrastructural support and strategic alliances.

Honda Motor Co's Yoshino said Honda's decision to nake a mgj or
investnent in the autonbile industry in Mal aysia and Asean as a whol e was a
reflection of the strength of the econony in the region and the inportance
whi ch Honda attached to in preparing for AFTA's market |iberalisation.

"We nust apply the strategy not only for each individual country but



al so take into consideration the entire Asean regi on to strengthen our
conmpetitiveness in all aspects of our business if we are to upgrade our
presence in all Asean markets and maintain our corporate goal of being the
worl d's nost custoner-oriented autonotive nmanufacturer,” he said.

Oiental Holding' s Loh also welconmed the joint venture as a long-term
strategically beneficial investnment for Oriental Hol di ngs' sharehol ders.

"The signing of the MOA heral ds a new bond with Honda Mtor Co and
fully endorses our strong 33-year old relationship,” she said.

I nstead of just focusing on the local market as a distributor, Oiental
Hol di ngs now has the opportunity to be a partner in a manufacturing conpany
capabl e of conpeting in the Asean market, she added.

Future market |iberalisation and the intensely conpetitive forces of
gl obal i sati on neant that only the nbst custoner-oriented producers with
i nternational conpetitiveness would survive, Loh said.

Mohd Sal eh said the tie-up is not new as the three parties are no
strangers to each other in engi ne manufacturing.

The three parties have been col |l aborating for the past 15 years in
manuf act uri ng engi nes for Honda notorcycles in Sungei Petani, Kedah.

In addition, he said DRB-H COM al so has on-going rel ati onships with
conpanies in the Oriental Holdings Goup for the manufacture of autonotive
parts and conponents.

Mohd Sal eh said the partnership anong the three parties endorsed
t hrough the MOA woul d further strengthen and bond their activities as well
as enhance their synergies devel oped over the past 15 years.

The MOA al so enhances DRB-HI COM s invol eviment as a nmj or autonotive
pl ayer as a result of it having been chosen by Honda Mdttor, the world' a
| argest engi ne manufacturer as a partner in this potentially huge venture.

Yoshi no said Honda woul d gain by the opportunities that m ght be
derived fromthe MOA and the potential of its new joint venture partnership
i n Mal aysi a.

He said Honda with its vast resources in | eadi ng edge technol ogi es
woul d try to nake the necessary significant contributions not only to
expandi ng the Mal aysi an autonotive industry but also to the broader |evel
of Asean's industrial devel opnent.

To achi eve these demandi ng goals, he said Honda woul d introduce its
| at est technol ogi es and products in terns of design engi neering and
flexi bl e manufacturing systens to satisfy the diverse needs of an expandi ng
cust orer base

"Furthernore, Oriental Assenblers, the assenbling unit of Oriental
Hol di ngs currenly assenbl i ng Honda aut onobi |l es, is conti nuously being
utilised as a supportive plant for the region,” he said.

In reiterating Honda's chall enging spirit and commitnent to
nmot orsports, he said the conpany al so shared the sane passi on as Ml aysi a
whi ch has enmerged as the centre of notorsports in Southeast Asia with its
"wonderful new F1 circuit (in Sepang) which opened | ast year."

Yoshi no sai d Honda- powered F1 nmachi nes were al ready conpeting agai nst
Petronas's sponsored F1 racing cars and this underlined the achi evenents of
Mal aysi a's rapid i ndustrial devel opnent.

Later at a press conference, Mhd Sal eh said the joint venture partners
have yet to determne the investnent needed to set up a plant to assenble
Honda vehi cl es under the DRB-Oriental -Honda entity.

The feasibility study is currently being conducted to deterrm ne the
requi rements needed for the investnent.

He said the new entity has two options: whether to use existing plants
owned by DRB-HICOM or to set up a totally new pl ant.

However, Mohd Sal eh did not exclude the possibility of using DRB s
pl ant in Pekan.



Based on initial plans, the plant woul d comrence operations by early
next year, he said.

Dr Mahathir, who was al so present at the press conference, said the
joint venture marked a nore i ndepth involvenment by auto makers in the
Mal aysi an autonotive nmarket, which is expected to be nore conpetitive than
Now.

Asked to conment on a newsreport that NTT has called off talks to buy a
stake in Tel ekom Mal aysia, he said: "I do not know. "

"I al so read newspapers like you all,"” he said.

Asked why DRB-H COM nade a deal with Honda in the autonotive business
after having talks to sell Proton, Mhd Sal eh said the autonotive sector
sector was still one of the group's core businesses besides property and
financi al services.

"However, the divestnent of our interest in Proton is a strategic
withdrawal ," he said but did not el abnorate.

Dr Mahat hir, when asked why there was no progress to the Proton-Edaran
O onmobi | Nasional Bhd (EON)tal ks, said: "When there is a difference, you
have to water down your own denmands and reach sonme agreenent."

Mohd Sal eh, who was al so asked to conment on the Proton-EON stal ermate,
said, "But that does not nean we have wal ked away officially fromthe
tabl e, " he said.

Honda' s Yoshino al so said Mal aysia might be the first centre in South
East Asia for Honda to develop its hybrid petrol-electric autonobile. --
BERNANMA
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