CHAIRMAN’S STATEMENT

On behalf of the Board of Directors, I am pleased to present
the Annual Report of Sersol Technologies Berhad (“Sersol”)
for the financial year ended 31 December 2004.

PRODUCT OVERVIEW
Plastic Coating
Plastic coating registered a dropped of 11% or RM1.6
million in proforma revenue. The setbacks were due to
the emergence of People’s Republic of China (PRC) as an
engine of growth in Asia. With its vast resources and huge
untapped markets, many local manufacturers are inevitable
to re-locate their plants and factories to the PRC. As such
the Group has lost its previous customers that have shifted
to PRC. In view of this, Sersol has tried to capitalise on the
drawbacks by the acquisition of a company in PRC in order
for the Group to penetrate and gain an entrance to the
PRC’s market.

PERFORMANCE REVIEW
Overall, 2004 has turned out to be a moderate year for
the Group. The Group’s proforma revenue dropped by
4% or RM1 million as it strive to remain competitive in
the industry by maintaining efficiency in its production
operations. The Group’s proforma revenue were lower
than last year due to the decrease in revenue of plastic
and wood coating which declined 8% and 4% or
equivalent to RM1million and RM82,000 respectively.
The only increase in revenue contribution came from the
chemical solvents and diluents coating products which
registered a growth of 1% or equivalent to RM121,000 as
compared with last year. There were no significant variance
in the Group’s proforma profit after tax as compared with
last year.

Wood Coating
Growth in the wood coatings segment is currently low
mainly because many of the local furniture manufacturers
face tough competition in their export markets.
Competition from PRC and Vietnam has been intensed
both from the area of price competition and innovative
design. This has resulted in less than robust growth for
the wood coatings segment in Malaysia. In addition,
Malaysia is also experiencing a shortage of low cost
manpower and a declining supply of timber which
inadvertently affects the furniture manufacturing industry.

Key contributing factors to the Group’s lower sales is the
global price increase and volatility of petrochemical related
products. This volatility has resulted in a number of Sersol’s
customers including MNCs adopting a business strategy
to reduce their inventories in order to ride out the current
period of high costs in expectation of later reduction of
raw material prices. In light of this, the production by and
demand from its customers were below the Group’s
expectations. Nevertheless, the Group expects that this
trend will not last as its customers eventually will need to
resume its normal production capacity once its inventories
are exhausted.

Solvent and Diluents
This product managed to maintain consistent revenue in
the market mainly due to its inherent strength in the
for mulation and sales of solvent and diluents. Its
production capacity for solvent and diluents is also large
enough for the Group to sell to third parties in addition to
its own usage.

All core products under their belt maintained their market
dominance despite the challenges of volatile raw materials
cost and market demand.

HUMAN RESOURCES
No major reshuffling of personnel was carried out in the
Group’s workforce apart from the implementation of
several new ideas to maximise the contribution of the
Group’s human capital. Among them includes the
successful right-sizing of the manufacturing workforce to
enhance labour productivity as well as the recruitment of
a Chief Operating Officer (COO) to overlook the business
operations of the Group as a whole.
INVESTMENT
During and subsequent to the financial year, acquisition
of plant and equipment were made in view of the Group’s
intention of achieving exponential growth. The acquisition
has shown great promise and the Group has predicted
significant volume growth in the future. Another major
initiative was the acquisition of research and development
equipment to strengthen its R & D capabilities and to
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In response to the competition and the market demands,
the Group will expand and diversify its product range by
creating more innovative and functionable products. It
also aims to r eview and constantly impr ove its
development plans and marketing strategy to stay ahead
of competition and sustain its profit growth in the next
financial year.
UTILISATION OF PROCEEDS
The status of the utilisation of the approximate RM7.12
million gross proceeds raised from the public issue of
22,732,500 new ordinary shares of RM0.10 each in SerSol
at an issue price of RM0.30 per share pursuant to the listing
of SerSol on the MESDAQ Market of Bursa Securities is as
follows:-

continuously develop innovative products to meet with
customers’ changing needs. Besides that, the Group is in
the midst of completing the acquisition of a company in
Zhuhai, PRC. The acquired company is principally involved
in the manufacturing and sales of coating, chemical solvent
and thinner for plastics, metal and wood products. The
new investment is expected to be completed soon and
will provide the opportunity for the Group to expand its
market into PRC. The acquisition is expected to contribute
positively to the future earnings of the Group in the long
term.
RESEARCH AND DEVELOPMENT
No significant changes in the research and development
team except the inclusion of additional new staff. The
Group intends to invest RM1.0 million from the proceeds
from public issue for its research and development
activities to further strengthen its products position in the
market. It will also continue to hire experienced and
qualified chemists and scientists from both local and
foreign countries in order to compliment its existing in
house talents and gear towards its new products
development plan.
PROSPECT
Barring unforeseen circumstances, the Group expects
better opportunities for the financial year ending 31
December 2005 as the management believes that the
electrical and electronics (E&E) products will continue to
be Malaysia’s leading export earner. The E&E customers
of the Group had requested for some new range of colours
for their 2005 models/series of products. Simultaneously,
the Group continues to develop new high value-added
plastics coatings. The development of ultra-violet curable
coating is close to completion and is pending customers’
acceptance of the said product. The Group also continues
to seek opportunities to expand overseas particularly to
China, Indonesia and Europe to widen its market.

Purpose
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Proceeds
raised
RM’000

Time frame
for proposed
utilisation of
Actual
proceeds
Proceeds
Financial Utilised up
year ending
to 31
31 December December
2004
2005
2004
RM’000 RM’000 RM’000

Repayment of Term Loans
Research & Development (R & D)
Working Capital
Repayment of Trade Facilities
Estimated Listing Expenses

1,500
1,000
1,000
2,220
1,400

–
1,000
1,000
2,220
1,400

1,500
–
–
–
–

1,500
267
1,000
2,220
1,208

TOTAL

7,120

5,620

1,500

6,195
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All proceeds raised were received by SerSol on 19 October
2004. The balance of listing expenses amounting to
RM192,000 will be utilised for working capital purposes.
The remaining balance of RM733,000 designated for R&D
purpose shall be utilized for the purchase of R&D
equipment and upgrading of existing R&D facilities. In
this respect, during and subsequent to the financial year,
SerSol had utilised the balance for the purchases of R&D
equipment.

PROFIT ESTIMATES, FORECASTS AND PROJECTIONS
The Company did not release any profit estimates,
forecasts or projections during the financial year.

DIVIDENDS
On 24 February 2005, the Board of Directors of the
Company has proposed a final dividend of approximately
0.2 sen per ordinary share of tax-exempt dividend
amounting to RM190,000 in respect of the financial year
ended 31 December 2004 subject to the approval of the
members at the forthcoming Annual General Meeting.

APPRECIATION
On behalf of the Board of Directors, I would like to thank
all the shareholders, customers and business associates
for their continued support and to our employees for their
hard work and dedication to the Group.
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