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Proton's reply to issues raised 
by Tun Dr Mahathir Mohamad 

On MV Agusta Motors SpA 
The disposal d id not have any 

adverse impact on the f inancial 
standing of the group. The loss-
es were in fact recognised at the 
t ime of purchase. 

The entire purchase consider-
ation of RM367.6mil was treat-
ed as goodwi l l and wr i t ten off 
immediate ly in the f inancia l 
year ended March 31, 2005. 

The additional provisions re-
lating to Agusta in the accounts 
of Proton Group for f inancial 
year ended M a r c h 31, 2006 
amounted to RM136.2mi l . This 
d id not have anything to do 
w i t h the disposal but was relat-
ed to the loans and advances 
extended to Agusta by the man -
agement. 

The disposal avo ided the 
need, for addi t ional f inancia l 
support f rom Proton group, 
preventing a further deteriora-
t ion of its financial standing. 

The objectives of acquir ing 
Agusta were not met and w o u l d 
not have been able to w i thout 
significant investment by Pro-
ton. 

Proton also refuted the six 
justifications given for the pur-
chase of Agusta by the previous 
management saying: 

• IT W A S unl ikely to diversi-
fy the revenue s t ream and 
reduce reliance on the increas-
ing competitive local car mar-
ket given the track record of 
losses over the last six years at 
app rox ima t e l y Eu ro20mi l 
(RM92mil) per year; 

• THE purchase did not assist 

•Proton achieve operat ional , 
engineering and technological 
synergies, as independent ly 
confirmed, as Proton manufac-
tures cars for the masses whi l e 
Agusta manufactures motorcy-
cles; 

• THE acquisit ion may have 
enabled Proton to add a motor-
cycle brand to its stable but as 
Proton was automotive related, 
it wou ld not have a positive 
impact on the core Proton 
brand; 

• PROTON did not have any 
motorcycle manufacturing pro-
gramme. As such, the purchase 
wou ld not accelerate proton's 
motorcycle programme; 

• AGUSTA was in the motor-
cycle industry, not motorcars. 
A n d so the argument that 
Proton wou ld gain access to 
Agusta's h igh qual i ty supply 
chain was irrelevant; and 

• AGUSTA did not have any 
technology and sty l ing pedi-
gree in the automotive sector. 
So it w o u l d not be able to 
enhance Proton's technology 
and styling capabilities. 

An international investment 
bank appointed to advise on 
Proton's process of re-evaluat-
ing its Agusta investments con-
cluded that: 

(1) Agusta's existing business 
model was neither operational 
nor financially sustainable. 

(2) Developing Agusta into an 
operat ing cashf low positive 
business w o u l d require sub-
stantial backing from Proton, 
over an extended period and 
involve considerable financial 
risk. 

(3) Integration of Agusta's 
operation w i t h those of Proton 
was unlikely to deliver signifi-
cant economies of scale or syn-

LOOKS GOOD: Abdul lah admir ing a Satria Neo after the launch of the new Proton car model in 
Petaling Jaya yesterday. W i th him is Proton chairman Datuk Azlan Hashim (left) and Proton 

managing director Syed Zainal Abidin Syed Mohamed Tahir. — Bernamapic 

ergies to the combined busi-
ness. 

(4) There was very real possi-
b i l i ty that Agusta w o u l d fall 
into bankruptcy, w i t h signifi-
cant commercial , financial and 
reputation risk to Proton. 

In the event Agusta goes 
bankrupt, Proton w o u l d have 
been subjected to a further con-
tingent l iabi l i ty for an amount 
o f up to Euro202 m i l 
(RM923 .1mi l ; at the rate of 
Euro1 =RM4.57) 

After due consideration of 
the professional advice, given 
the l imited options available, it 

was clear that the opt imal route 
for Proton was to exit Agusta 
completely via a disposal of its 

equity interest. 
Not many wanted to buy 

Agusta due to its huge debt bur-
den and contingent l iabi l i ty and 
in the c ircumstances Pro ton 
wou ld have to pay people to 
buy Agusta. 

The shares were said to be 
worthless and it was extremely 
difficult to sell Agusta. Proton 
was subsequently approached 
by Gevi SpA, w h i c h was related 
to an Italian bank. 

On Tengku Mahaleel's con-
tract 

M o h a m e d Az l an said the 
move was w e l l w i t h i n the 
ambit and authority o f the c om-
pany and board of directors. 

Proton is a national asset, an 
institution of sorts and not a 
private entity. 

Proton reflected the aspira-
tions of a nation in its drive to-
wards industrial isation. Hence, 
the board had to be proactive to 
ensure Proton was proper ly 
managed and prepared to face 

the challenges ahead. 
The board recognised the 

immense challenges facing the 
industry and had expressed its 
c o m m i t m e n t that i t w o u l d 
spare no efforts to p r o m p t 
and enable Proton to cont inu-
ously strengthen and improve 
itself. 

Thus, the management chan-
ges announced were not about 

individuals. It was about pro-
gressing Proton to face the 
changing realities of the ever-
changing and dynamic automo-
tive industry. 

Management renewals at 
corporate enterprises are a nor-
ma l occurrence. Proton is not a 
family company. 

The staff and the automotive 
industry had accepted the 
change. 

On crit ic isms on the non -
renewal, Mohamed Az lan said 
any changes made, even for the 
better, wou ld be accompanied 
by a drawback and taken w i t h 
reluctance by certain parties. 

He said Proton was not try-
ing to blame Tengku Mahalee l 
for buy ing Agusta but was 
merely laying d o w n the facts.' 

"Basically you came to that 
conclusion yourself. Those are 
facts for you to see for yourself," 
he said. 

On Dr Mahathir 
Mohamed Az lan said Proton 

had made many attempts to 
meet w i t h Dr Mahath i r but the 
former pr ime min is te r was 
always unavailable. 

"A meeting requires two con-
senting parties. He is very busy 
but he w i l l give us a t ime w h e n 
he is ready," he said. 

He added that Proton wou ld 
continue to seek his advice. 

"It never crossed our minds to 
replace or remove h im . He is 
our adviser and remains so," he 
said. 

On Dr Mahath i r not attend-
i ng the l aunch o f the n e w 
Pro ton mode l yesterday, he 
said the inv i tat ion to h i m was 
on short notice and he had 
informed them that he could 
not make it. 


