
THE PROTON SAGA 

Former Prime Minis ter Tun Dr Maha th i r 
M o h a m a d and former Proton chief executive 
officer Tengku Tan Sri Mahalee l Tengku Arif f 
have on recent occasions crit icised Proton 
Holdings Bhd for sel l ing motorcycle maker MV 
Agusta. Yesterday, Proton prov ided answers to 
questions raised by t h e m and others regard ing 
the sale. 

Azlan says Or Mahathir will continue as Proton adviser. 

Q: Why was MV Agusta sold? 

A : T h e a c q u i s i t i o n o f A g u s t a w a s u n l i k e l y 
t o de l i v e r on the o r i g i n a l jus t i f i c a t i ons 
p r e s e n t e d b y the m a n a g e m e n t . 

Q:What were some of the justifications 
put forth when buying Agusta? 

A : One w a s tha t i t w o u l d d ivers i fy the 
r e v e n u e s t r e a m a n d r e d u c e r e l i a n c e o n the 
i n c r e a s i n g l y compet i t i v e e a r m a r k e t . B u k i t 
d i d no t d i vers i f y t h e r e v e n u e s t r e a m a n d 
was u n l i k e l y t o do so. A g u s t a h a d los t 
a p p r o x i m a t e l y E u r o l l 8 m i l l i o n over the 
l a s t s i x y e a r s t o D e c 31 2 0 0 5 , a v e r a g i n g 
a b o u t E u r o 20 m i l l i o n a year . 

I t w a s s a i d tha t the p u r c h a s e o f A g u s t a 
w o u l d ach ieve o p e r a t i o n a l , e n g i n e e r i n g 
a n d t e c h n o l o g i c a l s yne rg i e s b e t w e e n 
A g u s t a a n d P r o t o n b u t th is d i d no t h a p p e n 
as P r o t o n m a n u f a c t u r e s c a r s for the m a s s -
e s w h i l e A g u s t a m a n u f a c t u r e s m o t o r c y -
c les . 

A n o t h e r r e a s o n w a s to ac t as a ca ta l ys t 
a n d acce l e ra t e P ro t on ' s o w n m o t o r c y c l e 
m a n u f a c t u r i n g p r o g r a m m e b u t P r o t o n 
does n o t have any s u c h p r o g r a m m e . 

Q: Could Proton not have turned Agusta 
around? 

A : I t w o u l d have r e q u i r e d s u b s t a n t i a l 
b a c k i n g f r o m P r o t o n over a n e x t e nde d 
p e r i o d . T h e r e w a s the r e a l poss ib i l i t y tha t 
A g u s t a w o u l d f a l l i n to b a n k r u p t c y . I n the 
event A g u s t a f e l l i n to b a n k r u p t c y , P r o t o n 
w o u l d have b e e n sub j ec t ed to a c on t ingen t 
l i ab i l i t y for an a m o u n t up t o E u r o 2 0 2 
m i l l i o n ( R M 9 2 3 . 1 m i l l i o n ) . 

A f t e r d u e c o n s i d e r a t i o n a n d p ro f e s ss i on -
a l adv i c e , g i v e n the l i m i t e d op t i ons a v a i l -
ab l e , i t w a s c l e a r tha t the m o s t o p t i m a l 
r ou t e for P r o t o n w a s t o ex i t A g u s t a c o m -
p le t e l y v i a a d i s p o s a l o f i ts equ i t y in t e r es t . 

T h e p r i m a r y c o n s i d e r a t i o n w a s t o m i n -
i m i s e fu ture p o t e n t i a l losses to the g r o u p . 

Q: Did the sale have an adverse impact on 
Proton? 

A : " T h e d i s p o s a l i t s e l f d i d no t have a n 
adve rse i m p a c t on the a c coun t s o r the 
f i n a n c i a l s t a n d i n g o f the G r o u p . T h e l osses 
w e r e in fact r e c o g n i s e d a t the t ime o f the 
p u r c h a s e . 

W h e n we b o u g h t the c o m p a n y for ap -
p r o x i m a t e l y 7 0 m i l l i o n euros , th is c o m -
p a n y w a s i n a net l i a b i l i t y s i t u a t i o n . T h e r e -
fore the en t i r e c o n s i d e r a t i o n o f 70 m i l l i o n 
eu ros w a s r e c o g n i s e d a s g o o d w i l l a n d the 
m a n a g e m e n t a t tha t t ime t h e n t r ea t ed i t a s 
g o o d w i l l a n d w r o t e i t of f i n the a c coun t s i n 
the i m m e d i a t e y ea r . T h e r e f o r e , r ea l l y , the 
c a r r y i n g va lue o f th i s i n ves tmen t h a d a l -
r e a d y b e e n r e d u c e d t o one r i ngg i t . 

Q: So the sale did not result in the loss? 

A : D u r i n g the o w n e r s h i p p e r i o d , P r o t o n 
m a d e f u r t h e r advances t o A g u s t a a n d th i s 
i s w h a t r e s u l t e d i n u s h a v i n g t o m a k e the 
a d d i t i o n a l p r o v i s i ons d u r i n g the f i n a n c i a l 
y e a r e n d e d M a r c h 2 0 0 6 . A g a i n tha t w o u l d 
p rove c l e a r l y tha t the sa le o r d i s p o s a l that 
w e s i g n e d u p i n December-200.5 a n d c o m -
p l e t e d i n M a r c h 2 0 0 6 i s no t the a c t i o n tha t 
r e s u l t e d i n the loss . T h e loss r e a l l y w a s 
a l r e a d y r e c o g n i s e d a t the t ime o f the p u r -
chase a n d on the p r o v i s i o n i n g a n d ad -
vances a l r e a d y m a d e e a r l i e r be fore any 
d e c i s i o n to se l l . 

Q: Why were provisions made? 

A : B e c a u s e the advances w e r e u n s e c u r e d 
a n d w e r e g i v en a s c l e a n advances o r d i r e c t 
advance o f m o n e y o r ass i s tance i n p u r -
chases . T h a t w a s a t o t a l l oss o f abou t 5 0 0 
m i l l i o n r i n gg i t . I t i s e d u c a t i o n a l t o a c tua l l y 
g o b a c k t o e x a m i n e w h y w a s i t p u r c h a s e d 
i n the f i r s t p l ace t h e n , s ince t h a t w a s w h a t 
c a u s e d the loss . 

Q:Is Proton saying it was a bad buy? 

A : F i r s t l y , th i s i s a v e r y s p e c i a l i s e d b u s i -
n e s s , n u m b e r t w o i t w a s p r o d u c i n g mo-
t o r b i k e s tha t a r e o f r e l a t i v e l y h i g h v a l u e , 
a g a i n no t a m a s s m a r k e t . 

N u m b e r th r e e th i s is a loss making com-
p a n y w i t h a t r a c k r e c o r d o f l osses a n d i t 
c o n t i n u e d t o lose money . N u m b e r f ou r i t 
h a d a h u g e deb t b u r d e n a n d i f the deb t 
b u r d e n w a s n ' t b a d e n o u g h t h e r e w a s a 
con t ingen t l i a b i l i t y a t t a c h e d to i t . 

The r e f o r e y o u c a n i m a g i n e no t m a n y 
peop l e w o u l d be i n t e r e s t e d t o b u y th i s 
c ompany . 

I n fact , i n v a r i a b l y , i n these c i r c u m -
s tances one w o u l d a lmos t expec t t o have to 
pay peop l e m o n e y t o t a k e th i s c o m p a n y off 
y o u r h a n d s . 

Thes e s h a r e s that w e h a d w e r e the m a -
j o r i t y , b u t the s t r u c t u r e i n w h i c h the s h a r e s 
w e r e a l l t i e d u p w i t h the m i n o r i t i e s gave u s 
v e r y l i t t le f l e x ib i l i t y . 

Q: But why sell it for one Euro? 

A: W h e n we w e n t to the b a n k s , the b a n k s 
tha t k n e w th is c o m p a n y v e r y w e l l , the m a i n 
f i n a n c i e r t o the c ompany , the b a n k sa i d the 
s h a r e s w e r e w o r t h l e s s . A n d t h e n the o ther 
p a r t n e r w e h a d , w h o s o l d the c o m p a n y t o 
u s , he a lso r e c k o n e d that the s h a r e s that we 
he ld w e r e w o r t h not m o r e t h a n one euro . 

B y tha t t ime w e h a d a l r e a d y b e e n i n 
d i s c u s s i o n w i t h a n i n v e s t m e n t b a n k w i t h a 
g l o b a l n e t w o r k a n d they s a i d th is w a s 
g o i n g to be e x t r e m e l y d i f f i cu l t as i t w a s 
f i r s t l y s o s p e c i a l i s e d , a n d two , the f i n a n c i a l 
s i t u a t i o n o f the c o m p a n y w a s s o b a d . 

Q: How did Proton get the buyer? 

A: W o r d had gone a r o u n d a n d these peop l e 
a p p r o a c h e d us . T h e y w e r e r e l a t e d t o some 
b a n k i n I ta ly a n d they felt tha t they w a n t e d 
to g ive it a go. 

Q: Why sel l it to them? 

A : F i r s t l y there w a s no t m u c h cho ice . N u m -
b e r two, w h o e v e r i t w a s tha t w a s go ing t o 
b u y th is c o m p a n y h a d t o mee t seve ra l c o n -
d i t ions . T h e y h a d t o be f i nanc i a l l y s o u n d , 
they h a d to be comi t t ed to see i t t h r o u g h 
over a p e r i o d o f t ime they h a d to p u t up a 
c red ib l e p l a n acceptab le to b a n k e r s and t ins 
c red ib l e p l a n h a d t o mee t w i t h the a c -
ceptance o f the l o c a l au thor i t i e s . 

Y o u m u s t r e m e m b e r tha t th i s c o m p a n y 
h a d j u s t c ome out o f c o n t r o l l e d a d m i n -
i s t r a t i o n . T h i s i s s i m i l a r t o o u r s e c t i o n 176 
o r c h a p t e r 1 1 i n the A m e r i c a n con tex t . S o 
w h e n y o u c o m e out o f i t t he r e a r e s t i l l 
c e r t a i n cond i t i ons . T h i s c o m p a n y w a s p r e -
p a r e d t o p u t i n money , m a k e a va i l ab l e 
a d d i t i o n a l l i n e s a n d w a s ab l e t o conv ince 
e x i s i t i n g b a n k e r s a n d p u t up a p l a n tha t 
w a s a c cep t ed b y the l o c a l au tho r i t i e s . 

Q :Why did Proton not ask for a higher 
price? 

A : O f c o u r s e we sough t a h i g h e r f i gure . We 
w a n t e d t o t r y a n d r e c o v e r o u r en t i r e i n -
ves tment , b u t that w a s no t t o be . We t r i ed 
e v e r y t h i n g poss ib l e . We h a d five m o n t h s o f 
i n t ens i v e d i s cuss i ons a n d eva lua t i ons . T h e 
b o a r d ' s d i r e c t o r s h a d access t o adv i se f r o m 
o u r p r o f e s s i o n a l adv i s e r s , i nves tment 
b a n k e r s a n d l awye r s a n d the l i ke . We w e r e 
g o i n g b a c k a n d f o r t h . 

I t w a s w i t h a v e r y h e a v y h e a r t tha t we 
h a d to c a l l i t a day. 

Q: Why wasn't the tenure of former chief 
executive officer Tengku Tan Sri Ma-
haleel Tengku Ar i f f not extended? 

A T h e b o a r d o f d i r e c t o r s a t i ts m e e t i n g on 
J u l y 2 5 , 2 0 0 5 r e s o l v e d n o t t o r e n e w h i s 
t e n u r e . T h i s w a s w e l l w i t h i n the a m b i t a n d 
a u t h o r i t y o f the c o m p a n y a n d the b o a r d o f 
d i r e c t o r s . 

Auto 
policy 
good for 
business 
P R O T O N Hold ings B e r h a d 
m a n a g i n g d i rec tor Syed 
Za ina l -Ab id in Syed M o h a m e d 
Tahir on the Na t i ona l A u t o m o -
tive Policy: 

Q: Has the NAP placed Pro-
ton at a disadvantage? 

A: I don't t h ink so. I th ink wha t 
the N A P prov ides is a very 
c l ear env i ronment in business 
fo r go ing f o rward . 

The suppor t o f the Gove rn -
m e n t i s very c lear a n d the out-
l ine i s very c lear in t e rms o f 
w h a t is r equ i r ed in go ing for-
w a r d — investment, a n d the 
level that is r equ i r ed to get the 
necessary incent ive . 

It doesn't m a k e a difference 
whe ther you are a na t i ona l car 
o r non-nat iona l car maker . 

To go f o rward , at least for 
the next f ive years , (the s i tua-
t ion) is very c lear . That is very 
impor tan t to us. 

N o w w e k n o w a n d c a n put 
our strategy in place to sup-
por t the Government i n m a k -
ing Ma lays i a an automotive 
hub . (This includes) the l oca l -
i s ing p r o g r a m m e that we have 
to do, the research a n d devel-
opment that we have to do and 
the export p r o g r a m m e s that 
we have to do. 

In that sense, we have been 
wa i t ing for the Government 
for m a n y years to come out 
w i t h the NAP. 

Now, the outl ine is very 
clear. 


