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Definitions

AGM

EPIC or Company

EGM

EPS

KLSE

NTA

Proposed Renewal of
Shareholders’ Mandate
RM and sen

Recurrent Transactions

Shares

Annual General Meeting

Eastern Pacific Industrial Corporation Berhad
(Company No. 66667-K)

Extraordinary General meeting

Earnings per share

Kuala Lumpur Stock Exchange

Net tangible assets

Proposed Renewal of Shareholders’ mandate obtained
from the Shareholders of the Company pursuant to
Chapter 10.09 of KLSE’s Listing Requirements

Ringgit Malaysia and sen respectively

The recurrent related party transactions (herein referred
to individually or collectively) with:

@) Drexel Bakti Oilfield Services Sdn Bhd
(ii1) Jasa Merin (Malaysia) Sdn Bhd
@iv) KFS Support Services Sdn Bhd

Ordinary Share(s) of RM1.00 each in the Company
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(Alternate to Y. Bhg. Tan Sri Dato’ Seri Mohd Saleh Sulong)

To: Shareholders of Eastern Pacific Industrial Corporation Berhad

Dear Sir/Madam,

PROPOSED RENEWAL OF SHAREHOLDERS’ MANDATE FOR RECURRENT
RELATED PARTY TRANSACTIONS OF A REVENUE OR TRADING NATURE

1. INTRODUCTION

1.1 At the EGM held on 17 January 2002, the Company had obtained a mandate
from its shareholders for the Company and/or its subsidiaries to enter into
recurrent related party transactions of a revenue or trading nature on arms
length basis and on normal commercial terms that are not more favourable to
the related parties than those generally available to the public. There are no
new recurrent transactions entered or to be entered into by EPIC and/or its
subsidiaries with related parties since obtaining the said mandate.

1.2 The mandate obtained on 17 January 2002 shall lapse at the forthcoming AGM
unless approval for its renewal is obtained from the shareholders at the
forthcoming AGM.

1.3 The Board of Directors had on 30 April 2002 announced to the KLSE of the
Proposed Renewal of Shareholders’ Mandate for recurrent related party
transactions of a revenue or trading nature.



1.4

The purpose of the Circular is to provide you with the relevant information on
the Proposed Renewal of Shareholders’ Mandate and to seek your approval for
the ordinary resolution to be tabled at the forthcoming AGM to be convened at
Mahkota 1 — BR Floor, Hotel Istana, 73 Jalan Raja Chulan, 50200 Kuala
Lumpur on 14 June 2002 at 10.00 a.m.

2. DETAILS OF THE RECURRENT RELATED PARTY TRANSACTIONS

2.1

22

Class of Related Parties

The Proposed Renewal of Shareholders’ Mandate would apply to transactions
with related parties comprising of Directors, Major Shareholders or persons
connected with such Directors or Major Shareholders of EPIC and includes any
person who is or was within the preceding 12 months of the date on which the
terms of the transactions were agreed upon, a Director or Major Shareholder of
EPIC or any other company which is a subsidiary of EPIC.

Nature of Recurrent Related Party Transactions

EPIC is primarily an investment holding company whose subsidiaries are
involved in the management of petroleum supply base, providing and
maintaining port services and facilities and sludge management.

a) Pangkalan Bekalan Kemaman Sdn Bhd, (“PBK”) a subsidiary of
EPIC, is a comprehensive petroleum supply base dedicated to provide
support services to the offshore petroleum and gas activities located at
the Kemaman Supply Base in Kemaman, Terengganu. Since its
commencement in 1982, PBK’s main business is the provision of
warehouses, office space, open yard storage, vessel berthing and cargo
handling facilities for the major oil companies, its production sharing
contractors, suppliers and other support service providers.

b) At present, there are 186 companies operating on a 130 hectares site
at District of Kemaman, Terengganu Darul Iman, providing essential
services such as fabrication and engineering works, manufacturing and
assembly, rigging, equipment testing and inspection, and supplies, etc.
Out of the 186 tenants and other business clients of PBK, there are
three companies deemed related to EPIC by virtue of the Directors
shareholdings or through the Substantial Shareholders interest as
explained below and summarised in Schedule 1 of this circular.

EPIC, through its 99.07% owned subsidiary, Pangkalan Bekalan Kemaman
Sdn Bhd (“PBK”), has entered into recurrent related party transactions. The
transactions entered into are in the form of tenancy agreements for the rental of
premise and provision of related services.

Related services include:

a) Cargo Handling Services (rental of forklift, crane, trailers, etc)

b) Dock & Vessel Services (berthage, wharfage, mooring gang, etc)

c) Supplies and other Services (water, fuel, hire of generator, garbage
removal, etc)
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The related parties that PBK has entered into agreements with are -

1) Drexel Bakti Oilfield Services Sdn Bhd (“DBO”) is a company
incorporated in Malaysia and its principal activities are repairing,

fabrications and servicing of oilfield equipment and tools.

(i1) Jasa Merin (Malaysia) Sdn Bhd (‘““JM”) is a company incorporated
in Malaysia and its principal activities are providing and operating
marine support service vessels.

(iii) KFS Support Services Sdn Bhd (“KFS”) is a company incorporated
in Malaysia and its principal activities are supply and operating Tug

boat support service vessels.

The details of the above transactions which are covered by the Proposed

Renewal of Shareholders’ Mandate are set out in Schedule 1.

Methods for Determining Transaction Prices

PBK charges for its facilities and services based on the prevailing published
Schedule of Rates and on terms as stated in the Schedule of Rates. The
Schedule of Rates specifies the charges for services provided by PBK. This
Schedule of Rates, terms and conditions and any amendment thereon are
determined by the Company based on market forces and approved by PBK

Board of Directors.

Name of Related Companies Basis For  Price
Determination

Drexel Bakti Qilfield Services Sdn Bhd Schedule of Rates

Jasa Merin (Malaysia) Sdn Bhd Schedule of Rates

KFS Support Services Sdn Bhd Schedule of Rates

The schedule of rate has not been changed since 1982

Frequency of Transaction

For rental and utility charges, KSB charged DBO, JM and KFS based on rented

space and utility usage on monthly basis.

For both services (Cargo Handling and Dock and Vessel Services), the
estimated frequency of transactions per month (based on average for the last

six months) are stated below:-

No. of Job | No. of Berth Occupancy Estimate No. of

Request Application Transactions per
month
DBO 12to 15 - 12to 15
M 12to 18 5to 10 17 to 28
KFS 4t08 3to8 7to 16
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2.6

Procedures for Recurrent Transactions

The Group has established the following procedures and guidelines to ensure
that recurrent related parties transactions are undertaken on arms length basis
and on normal commercial terms that are not more favourable to the related
party than those generally available to the public:

(a)

(b)

(©)

(d)

(e)

(2

(h)

®

@

A master list of all related parties are maintained and updated by the
Company Secretary.

The related parties and Directors who are deemed interested have been
advised of their responsibilities and obligations under Listing
Requirements, and the Group’s policy, guidelines and procedures for
recurrent transactions.

All companies within the Group have been and will be kept informed
of related parties and the procedures applicable to all recurrent
transactions with such related party;

Proper records of recurrent related party transactions will be
maintained for review;

The Internal Auditors shall incorporate a review of all recurrent related
party transactions which have been approved by shareholders and the
audit committee pursuant to the mandate from shareholders, in their
annual audit plan to ensure that all the relevant approvals have been
obtained and procedures properly adhered to;

The Audit Committee shall review and report to the Board the internal
audit reports to ensure that the recurrent transactions are properly
transacted and monitored;

The transaction prices, terms and conditions are based on the Schedule
of Rates which are determined by market forces.

Members of the Board who are deemed interested in the transaction
will abstain from participating in decisions pertaining to recurrent
related party transactions; and will ensure that they and any person(s)
connected to them will also abstain from voting on the resolution put
before them;

Disclosure will be made in the annual report of the breakdown of the
aggregate value of transactions conducted pursuant to the shareholders’
mandate during the financial year.

Audit Committee’s view

The audit committee is of the view that the procedures in Paragraph 2.4 above
are sufficient to ensure that recurrent related party transactions will be carried
out on normal commercial terms and not more favourable to the related parties
than those generally available to the public and are not detrimental to the
minority shareholders of the Company.



RATIONALE AND BENEFIT FOR THE PROPOSED RENEWAL OF
SHAREHOLDERS MANDATE

The Recurrent Transactions were entered into by PBK in the ordinary course of
business on normal commercial terms which are not more favourable than those
generally available to the public. The rental and services rates are based on published
rate approved by the Board of PBK.

The Proposed Renewal of Shareholders’ Mandate is intended to enhance the Group’s
ability to pursue business opportunities that are time sensitive in nature, and will
eliminate the need to announce, or to announce and convene separate general meetings
on each occasion to seek shareholders’ prior approval for the entry by the Group into
such transactions.

This will serve to reduce substantial administrative time and expenses associated with
the convening of general meetings, improve administrative efficacy considerably, and
allow manpower resources and time to be channeled toward attaining other corporate
objectives.

The benefit accruing from the Recurrent Transactions is that it will expand the existing
client base of PBK, thereby enhancing the earning capability and level of revenue of
PBK since the Recurrent Transactions were entered into at arms-length. As a result, the
strengthening of PBK’s position will directly improve the level of revenue of EPIC
since PBK is the major contributor to EPIC.

By not entering into the Recurrent Transactions, it would result in business
opportunities forgone leading to loss of revenue for PBK, and ultimately, for EPIC.
Moreover, as the activities of PBK are solely focused at providing services to
companies involved in the petroleum and gas related industry, it will not be able to
offer its rental and related services to other companies not in the said industry. As such,
it is imperative that PBK do not forgo any available business opportunities.

In addition, the Kemaman Supply base managed by PBK is the only port which is
capable of providing services to petroleum and gas companies offshore Peninsular
Malaysia including other support companies. As such, if PBK do not service the three
related companies namely DBO, JM, and KFS, they will be deprived of critical
services provided by the sole service provider, PBK.

FINANCIAL EFFECTS OF THE RECURRENT RELATED PARTY
TRANSACTIONS

As the Recurrent Transactions are carried out in the ordinary course of business and at
normal commercial terms which are not more favourable to the Related Party than
those generally available to the public, the effect of such transactions on the earnings
per share, share capital and Major Shareholders and their respective shareholdings in
EPIC Group is not expected to be different from similar transactions with non-related
party. Accordingly, the Proposed Renewal of Shareholders’ Mandate will not have any
effect on the earnings per share, net tangible assets per share, share capital and Major
Shareholders and their respective shareholdings in EPIC Group.



CONDITIONS OF THE PROPOSED RENEWAL OF SHAREHOLDERS’
MANDATE

The Proposed Renewal of Shareholders’ Mandate applies only to transactions entered
into in the ordinary course of business.

The Proposed Renewal of Shareholders’ Mandate is subject to and conditional upon
approval being obtained from the shareholders of EPIC at the forthcoming AGM to be
convened.

The Proposed Renewal of Shareholders’ Mandate if approved is subject to subsequent

renewals by the shareholders at each annual general meeting of the Company.

DIRECTORS’ AND MAJOR SHAREHOLDERS’ INTERESTS

The direct and indirect shareholdings of all the interested Directors and Major
Shareholders of EPIC as at 30 April 2002 are as follows:

Shareholdings

Nature of
Name Direct % Indirect %  Shareholdings
Wan Abd Muttalib @ Wan Nil - Nil - -
Musa Bin Embong
Tan Sri Dato’ Seri Mohd 13,481,000 16.72 Nil - -
Saleh Sulong
Dato’ Maznah Binti Abdul Nil - Nil - -
Jalil
Dr Syed Azman Bin Syed Nil - Nil - -
Ahmad Nawawi
Dato’ Tengku Hassan Bin Nil - Nil - -
Tengku Omar
Prof Dr Hamzah Bin Ismail Nil - Nil - -
Dato’ Abdul Rahman Bin Nil - Nil - -
Nasir
Wan Salleh Bin Mohd Nil - Nil - -
Datuk Abu Samah Bin
Bachik (Alt. to Tan Sri Nil - Nil - -
Dato’ Seri Mohd Salleh
Sulong)
Perbadanan Memajukan 32,260,000 40 Nil - -

Iktisad Negeri Terengganu



Save as disclosed above and in Schedule 1, none of the other Directors or major
shareholders of EPIC or persons connected to them have any interest, direct or indirect,
in the Recurrent Transactions.

Accordingly, Y. Bhg. Tan Sri Dato’ Seri Mohd Saleh Sulong, YB Haji Wan Abd.
Muttalib @ Wan Musa Embong, YB Dr. Syed Azman Syed Ahmad Nawawi and YM
Dato’ Tengku Hassan Tengku Omar have abstained and will continue to abstain from
deliberation and voting on the Recurrent Transactions at the relevant board meetings of
EPIC. The aforesaid Directors and major shareholder i.e. Perbadanan Memajukan
Iktisad Negeri Terengganu will also abstain from voting in respect of their direct and
indirect holdings, if any on the resolution at the forthcoming AGM.

In addition, the above interested Directors i.e. Y. Bhg. Tan Sri Dato’ Seri Mohd Saleh
Sulong, YB Haji Wan Abd. Muttalib @ Wan Musa Embong, YB Dr. Syed Azman
Syed Ahmad Nawawi and YM Dato’ Tengku Hassan Tengku Omar and Major
Shareholder i.e Perbadanan Memajukan Iktisad Negeri Terengganu have undertaken
that they shall ensure that no persons connected with them will vote on the resolution
approving the proposal at the forthcoming AGM.

DIRECTORS’ RECOMMENDATION

Your Directors are of the opinion that the Proposed Renewal of Shareholders’ Mandate
is in the best interest of the Company.

Accordingly, your Directors, save for Y. Bhg. Tan Sri Dato’ Seri Mohd Saleh Sulong,
Y. Bhg. Dato’ Maznah Abdul Jalil, YB Haji Wan Abd. Muttalib @ Wan Musa
Embong, YB Dr. Syed Azman Syed Ahmad Nawawi and YM Dato’ Tengku Hassan
Tengku Omar who have abstained as they are deemed interested, recommend that you
vote in favour of the ordinary resolution pertaining to the Proposed Renewal of
Shareholders’” Mandate to be tabled at the forthcoming AGM to give effect to the
Proposed Renewal of Shareholders” Mandate.

AGM

The Twenty-First AGM the notice of which is enclosed with the Annual Report
accompanying this Circular, will be held at Mahkota 1 — BR Floor, Hotel Istana, 73
Jalan Raja Chulan, 50200 Kuala Lumpur on 14 June 2002 at 10.00 a.m. to seek your
approval for the Proposed Renewal of Shareholders’ Mandate.

If you are unable to attend the AGM in person, you are urged to complete the enclosed
Form of Proxy and forward it to the Registered Office of EPIC at 20" Floor, East
Wing, Plaza Permata (formerly known as IGB Plaza), Jalan Kampar Off Jalan Tun
Razak, 50400 Kuala Lumpur so as to arrive not less than 48 hours before the appointed
time for holding the AGM or at any adjournment thereof. The Form of Proxy should be
completed strictly in accordance with the instructions contained therein. The
completion and return of the Form of Proxy will not preclude you from attending and
voting in person at the AGM should you subsequently wish to do so.



FURTHER INFORMATION

9.1

9.2

9.3
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Directors’ Responsibility Statement

This Circular has been seen and approved by the Directors and they
collectively and individually accept full responsibility for the accuracy of the
information given and confirm that after making all reasonable enquiries to the
best of their knowledge and belief there are no other facts the omission of
which would make any statement in the Circular misleading.

Material Contracts

There are no material contracts (not being contracts entered into in the ordinary
course of business) which have been entered into by EPIC and its subsidiaries
within the two (2) years immediately preceding the date of this Circular.

Material Litigation, Claims or Arbitration

On 10 October 1995, Elite Award Sdn Bhd, a wholly owned subsidiary of
EPIC, filed a suit against Boustead Trading (1985) Sdn Bhd for outstanding
debts amounting to RM577,736. Boustead on 8 November 1997 filed a counter
claim for the termination of distributorship agreement and consequent losses
suffered amounting to RM2,796,588. The Directors of EPIC, in consultation
with the Company’s solicitors, are of the view that there are no merits to the
counter claim. Elite Award Sdn Bhd is awaiting for full trial and court hearing
date has not been fixed.

On 23 January 1998, Mr. H. C. Chan brought joint claims amounting to
USD450,000 against EPIC and its wholly owned subsidiary, CCP Overseas
Sdn Bhd for the purported payment of subscription for shares in a former
subsidiary of EPIC. The directors and solicitors of EPIC are of the opinion that
the said claim is unlikely to succeed. EPIC has filed Notice of Appeal with the
Court of Appeal. Court hearing date has not been fixed.

Save as disclosed above, EPIC and its subsidiaries are not engaged in any
material litigation, claims and arbitration, either as plaintiff or defendant and
the directors of EPIC do not have any knowledge of any proceeding, pending
or threatened against EPIC and its subsidiaries or any facts likely to give rise to
any proceeding which might adversely and materially affect the position or
business of EPIC and its subsidiaries.

Documents For Inspection

Copies of the following documents will be made available for inspection at the
registered office of the company during normal office hours on Monday to
Friday (except public holidays) from the date of this Circular up to and
including the date of the AGM:

a) Audited Accounts of EPIC for the past two (2) financial years ended
31 December, 2000 and 31 December, 2001;

b) Unaudited first quarter results for the period ended 31 March, 2002;



c) Material Litigation, Claims or Arbitration referred to in paragraph 9.3
above; and

d) Memorandum and Articles of Association.

Yours faithfully
For and on behalf of the Board of Directors of
EASTERN PACIFIC INDUSTRIAL CORPORATION BERHAD

PROF. DR. HAMZAH BIN ISMAIL
Director



SCHEDULE 1

Estimated Transaction

Clj;nl;;?iis Related Parties Relgz(slsl(’);r ty Natl,;;zszifg:::ent Value for period 1 July
2002 to 30 June 2003.
Pangkalan Bekalan | Drexel Bakti DBO is 84.15% owned by Master- | Rental of premises located at the Kemaman RM 321,291
Kemaman Sdn Bhd | Oilfield Services Engineers (M) Sdn Bhd Supply Base in Kemaman, Terengganu and
(“PBK™), a99.07% | Sdn Bhd (“DBO”) | (“MESB”), which is 99.99% provision of related services. The rental
owned subsidiary owned by Master Carriage agreement expires on 30 November 2003. The
Malaysia Sdn Bhd (“MCM”). rental agreement is renewable for a period
determined by the tenant.
Tan Sri Dato’ Seri Mohd Saleh
Sulong is a director of EPIC. He is | The size of premises rented are as follows:
also a substantial shareholder
holding a direct interest of 16.72% | a. 114 sq m Office Space in Administrative
in EPIC, and deemed interest of Building C
20% in MCM.
b. 5,862.95 sq m Open Yard
c. 1,449.8 sq m Warehouse No.2 Door 1
Related services include:
a. Cargo Handling Services (rental of forklift,
crane, trailers, etc.)
b. Dock and Vessel Services (berthage,
wharfage, mooring gang, etc.)
c. Supplies and other Services (water, fuel,
hire of generator, garbage removal, etc.)
Pangkalan Bekalan | Jasa Merin Perbadanan Memajukan Iktisad Rental of premises located at the Kemaman RM 160,928
Kemaman Sdn Bhd | (Malaysia) Sdn Negeri Terengganu (“PMINT”), a | Supply Base in Kemaman, Terengganu and
Bhd (“JM”) major shareholder holding provision of related services. The rental

32,260,000 ordinary shares or
40% equity in EPIC, is also a
major shareholder of JM holding

agreement expires on 31 December 2002. The
rental agreement is renewable for a period
determined by the tenant.

-10 -




51% equity. PMINT is an
organisation incorporated under
Terengganu State Economic
Development Corporation
Enactment 3/1965.

YB. Hj. Wan Abd. Muttalib, YM
Dato’ Tengku Hassan and YB. Dr.
Syed Azman are directors of EPIC
appointed by the State. They do
not hold any shares in EPIC. Dr.
Syed Azman is also the Chairman
for JM.

The size of premises rented are as follows:

a. 26023 sq m  Office
Administrative Building B

Space in

b. 371.75 sq m Warehouse No. 7 Door 10
Related services include:

a. Cargo Handling Services (rental of forklift,
crane, trailers, etc.)

b. Dock and Vessel Services
wharfage, mooring gang, etc.)

(berthage,

c. Supplies and other Services (water, fuel,
hire of generator, garbage removal, etc.)

Pangkalan Bekalan
Kemaman Sdn Bhd

KFS Support
Services Sdn Bhd
(G‘KFS”)

PMINT, a major shareholder
holding 32,260,000 ordinary
shares or 40% equity in EPIC, is
also a major shareholder of KFS
holding a 62% equity interest.
PMINT is an organisation
incorporated under Terengganu
State Economic Development
Corporation Enactment 3/1965.

YB. Hj. Wan Abd. Muttalib, YM
Dato’ Tengku Hassan and YB. Dr.
Syed Azman are directors of EPIC
appointed by the State. They do
not hold any shares in EPIC.

Rental of premises located at the Kemaman
Supply Base in Kemaman, Terengganu and
provision of related services. The rental
agreement expires on 31 December 2002. The
rental agreement is renewable for a period
determined by the tenant.

The size of premises rented are as follows:

a. 111.52 sq m  Office
Administrative Building B

Space in

b. 185.87 sq m Warehouse No. 16 Door 3

RM 79,281
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Related services include:

a. Cargo Handling Services (rental of forklift,
crane, trailers, etc.)

b. Dock and Vessel Services (berthage,
wharfage, mooring gang, etc.)

c. Supplies and other Services (water, fuel,
hire of generator, garbage removal, etc.)

Total RM3561,500
Note :
1. The estimated transaction value for operations are based on monthly average of their activities for the last six months. The estimated transaction for

rental are based on current rental charge to the respective parties with further renewal option upon expiry of the agreement.

2. The breakdown of estimated transaction value for the period 1 July 2002 to 30 June 2003
DBO M KFS

Rental 282,321.00 112,953.84 51,656.40
Electricity 21,600.00 6,000.00 120.00
Water 120.00 120.00 -
Cargo Handling 17,250.00 41,854.17 27,504.17
and Dock & Vessel
Total 321,291.00 160,928.01 79,280.57
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