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ON BEHALF OF THE BOARD OF DIRECTORS OF SERSOL 
BERHAD, I AM PLEASED TO PRESENT THE ANNUAL REPORT 
OF THE COMPANY AND THE GROUP FOR THE FINANCIAL YEAR 
ENDED 31 DECEMBER 2014 (“FY2014”).

CHAIRMAN’S  
STaTEmENT

OPERATING ENvIRONMENT

The FY2014 was indeed a very challenging year for us as 
we encountered the lower demand of plastic and metal 
coatings from the Multi National Corporation (MNC) 
manufacturers in Electrical and Electronics industry in 
Malaysia, coupled with the political instability in Thailand 
in 2014. Although we have been successful in securing 
new businesses in this segment, we are however still 
unable to make up for the decrease in our sales to the 
existing customers. The decorative coatings segment 
showed some growth in tandem with the construction 
industry in Malaysia. We shall seek to continue to capture 
as much as possible from this market which is expected 
to grow in the near future.   

REvIEW OF THE COMPANY PERFORMANCE

For the FY2014, our group revenue was RM 16.924 
million which translates into a decrease of RM 230,305, 
and represented a decline of approximately 1.34 % as 
compared to the financial year ended 31 December 2013 
(“FY2013”). Our Group recorded a loss after taxation of 
RM 4.447 million for the  FY2014 as compared to the 
loss after taxation of RM 1.671 million for the FY2013. 
The slight decrease in revenue for FY 2014 was mainly 
due to the decrease in demand for plastic and metal 
coatings in Malaysia and Thailand, but it was mitigated 
by an increase in revenue from decorative coatings in 
Malaysia. The loss incurred is mainly from the provision 
of doubtful debts of RM2.103 million and the lower profit 
margin of revenue in decorative coatings.  

PROSPECTS FOR YEAR 2015

This year will be a very challenging year for the Malaysian 
economy due to the depreciation of Ringgit against US 
dollar and the sharp fall of the crude oil prices. Decorative 
coatings in Malaysia continue to be our main focus in 
view of the expected growth in turnover for this segment. 
 

Sersol shall take advantage of the current foreign 
exchange situation in view of the expected lower raw 
materials prices which will assists our coatings business 
which is targeted to be more export based.

We will continue to consolidate our coatings business 
revenue by diversifying into new areas, evaluating our 
products range and identifying new customers to help 
the Company to grow more profitable.  

ACKNOWLEDGEMENTS 

Despite it being an unfavourable year, I feel confident that 
with the consolidation of the operation and the expansion 
into the decorative coatings segment as implemented 
by the Management, the outlook for the year 2015 
will be promising. In this respect, I wish to record my 
appreciation to management led by Mr Bernard Tan and 
all the employees of the company for putting in their 
great effort and hard work to improve current situation 
for a better performance in year 2015.  

Last but not least, I also wish to thank all our valued 
customers, business partners, suppliers, shareholders, 
government authorities and all fellow Boards members 
for their continuous strong support to the Group.

Thank you. 

Dato’ Larry Seow Thiam Fatt
Chairman

10 April 2015

SERSOL BERHAD | annual report 201408



DIRECTORS’  
PrOfIlE

Dato’ Seow Thiam Fatt, also known as Dato’ Larry Seow, DIMP, was 
appointed as Independent Non-Executive Director of the company on 
25 June 2012 and re-designed as Chairman on 19 April 2013.

He is a Fellow of CPA Australia, Fellow of the institute of Chartered 
Secretaries and Administrators and past Fellow of the institute of 
Chartered Accountants in Australia. He is also a member of Malaysian 
Institute of Accountants and the Malaysian Institute of Certified Public 
Accountants (MICPA). He is a past President of MICPA and also served 
four years as a government appointed Independent Director of the 
previous Kuala Lumpur Commodities Exchange (KLSE). He is a past 
Council Member of the Malaysian Institute of Chartered Secretaries 
and Administrators (MAICSA) and is currently the Chairman of its Audit 
Committee.

He has more than 20 years’ professional experience as a former Partner 
in the accounting firms of Larry Seow & Co, Moores Rowland and Arthur 
Young. He diverted from professional practice in 1994 and thereafter 
held various senior positions in the private and public sectors including 
his position as General Manager of the Financial Reporting Surveillance 
and Compliance Department of the Securities Commission of Malaysia.

Dato’ Larry Seow is also an Independent Non-Executive Director of 
Tan Chong Motor Holdings Berhad, Warisan TC Holdings Berhad and 
AmMetLife Insurance Berhad (formerly known as Amlife Insurance 
Berhad). He was also an Independent Non-Executive Director of Affin 
Investment Bank Berhad from April 2004 to September 2011 and a past 
independent Non-Executive Director of INF Insurance Berhad and ING 
Funds Berhad.

He does not have any family relationship with any Director and/or 
substantial shareholder of the company, nor does he have any personal 
interest in any business arrangement involving the company. He has not 
been convicted of any offences within the past 10 years.

• Age 74, Malaysian 

• Independent Non-Executive  

Chairman

DATO’ SEOW THIAM FATT

• Age 49, Malaysian 

• Acting Managing Director

TAN FIE JEN

Mr Tan Fie Jen, was appointed to the Board on 1 September 2004 and re-
designated as Acting Managing Director on 14 April 2014. He graduated 
from the Tunku Abdul Rahman College with a Diploma in Building in 1989. 
He began his career as Sales Executive in various companies such as 
Hunter Products (M) Sdn Bhd, Supermax Enterprise and Lea Tat (M) 
Sdn Bhd. He joined the Group of the Company as Sales Executive in 
1992 and has been promoted as Assistant General Manager in 2001. He 
has 22 years of experience in the industrial coating industries. He was 
promoted to Chief Operating Officer in Multi Square Sdn Bhd in 2006 
and currently, he is working in SerSol as Marketing Director since 2008.

He is an Independent Non-Executive Director of AppAsia Berhad.

He does not have any family relationship with any director and/or major 
shareholder of the Company, nor any conflict of interest in any business 
arrangement involving the Company. He has not been convicted of any 
offence within the past 10 years.
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Mr Toh Hong Chye was appointed as an Executive Director on 1 March 
2012. Mr.Toh has a qualification from the Association of Chartered 
Certified Accountants (ACCA) in 2000, and has a Masters of Business 
Administration in Finance from the International Islamic University in 
Malaysia in 2006. He is a Chartered Accountant and a member of the 
Malaysian Institute of Accountants (MIA).

He is the founder of Messrs H.C. Toh & Co, involving in company 
secretary, accounting and business advisory of companies from various 
industries. His experience covers audit and assurance engagements, 
corporate reporting and compliance, taxation and wide ranging overseas 
exposures. He also sits on the Boards of AppAsia Berhad. He also sits 
on the boards of several private limited companies.

He is a chairman of Share Issuance Scheme Option Committee of SerSol.

He does not have any family relationship with any Director and/or major 
shareholder of the Company, nor any conflict of interest in any business 
arrangement involving the Company. He has not been convicted for any 
offence within the past 10 years.

• Age 39, Malaysian 

• Executive Director

TOH HONG CHYE 

• Age 52, Malaysian 

• Executive Director

ONG CHOOI LEE

Mr Ong Chooi Lee was appointed as an Independent Non-Executive 
Director of the Company on 30 April 2012 and re-designated as an 
Executive Director on 14 April 2014. He graduated from St. Xavier’s 
Institution of Penang in 1979. For his tertiary qualifications, he holds an 
Australian diploma of Management and a Diploma of Marketing. He has 
28 years of experience in property development, fast food and education. 
He began his career in 1984 as an Operation executive, coordinating 
the development projects for MBF Holdings Berhad (property division). 
He also held various positions in various division including overseeing 
projects out of countries such as Singapore, Thailand and Indonesia. 
During his working career, he was part of the team which brought in 
Grandy’s inc fast food chain in Asia Pacific. He ventures into various 
businesses such as property development, education, food & beverages 
and one of his successful projects is Suriamas development in Bandar 
Sunway of which he is the founder of the project. He initiated the 
conceptual of Rompin Swiftlet Eco Park from scratch and successfully 
obtained the approval from the Local Council Majlis Daerah Rompin, 
Pahang.

He is an Independent Non-Executive Director of HCK Capital Group 
Berhad

He does not have any family relationship with any Director and/or major 
shareholder of the Company, nor any conflict of interest in any business 
arrangement involving the Company. He has not been convicted for any 
offence within the past 10 years.

DIrECTOrS’
PrOfIlE (cont’d)
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Mr Low Kim Leng was appointed as an Independent Non-Executive 
Director of the Company on 30 April 2012. He graduated from 
Manchester Metropolitan University (UK) with the degree of Bachelor 
of Arts (Hons) (Law) in 1983 and as an Utter Barrister of the Honourable 
Society of Gray’s Inn, he was admitted to the English Bar in 1984. He 
was called to the Malaysian Bar and was admitted as an advocate and 
solicitor of the High Court of Malaya in 1985. 

He practises law under the name and style of Messrs Ringo Low & 
Associates of which he is now a principal partner. He is a registered 
Trade Mark Agent. He has been appointed a Notary Public to carry 
out notarial functions since 2004. He is also a legal advisor to various 
national organisations.

He is a Non-Independent Non-Executive Director of AppAsia Berhad.

He does not have any family relationship with any Director and/or major 
shareholder of the Company, nor any conflict of interest in any business 
arrangement involving the Company. He has not been convicted for any 
offence within the past 10 years.

• Age 52, Malaysian 

• Independent Non-Executive  

Director

LOW KIM LENG

Madam Yeong Siew Lee was appointed as an Independent Non-
Executive Director of the Company on 11 August 2014. She Graduated 
from University of Wales College (UK) with the degree of Bachelor of of 
Science (Honours) (Accounting and Finance) in 1999 and complete her 
Association of Chartered Certified Accountants (UK) in 2004.

She is a Chartered Accountant and also a member of the Malaysian 
Institute of Accountants (MIA). She began her career with GHL Systems 
Berhad (“GHL”), a company listed on the Main Market of Bursa Malaysia 
Securities Berhad, as an Assistant Accountant in 2003 and moved up the 
ranks and became Head/Assistant General manager of Finance in 2008 
to supervise the company’s local and overseas accounting teams. She 
left GHL in August 2009 to venture into business in the consumer industry 
and was working as a finance adviser for SMR HR Group Sdn Bhd.

She does not have any family relationship with any Director and/or major 
shareholder of the Company, nor any conflict of interest in any business 
arrangement involving the Company. She has not been convicted for 
any offence within the past 10 years.

• Age 36, Malaysian 

• Independent Non-Executive  

Director

YEONG SIEW LEE

DIrECTOrS’
PrOfIlE (cont’d)

annual report 2014 | SERSOL BERHAD 11



CORPORATE  
GOvErNaNCE STaTEmENT

The Board of Directors fully support the recommendations of the Malaysian Code on Corporate Governance 2012 
(Code) which set out the board principles and recommendations for good corporate governance and best practice 
for listed company. The company has in place a Board Charter that sorts out, amongst others, the responsibilities, 
authorities, procedures and policies. More information on the Board Charter can be found in the Company’s website 
at www.sersol.com.my.

The Board is guided by the Principles and Recommendations as promulgated by the Malaysian Code on Corporate 
Governance 2012 (the “MCCG 2012”) and the ACE Market Listing Requirements of Bursa Malaysia Securities 
Berhad (“Bursa Malaysia Listing Requirements”). 

This Statement sets out the key aspects of how the Company has applied the Principles and Recommendations 
of the MCCG 2012 during the financial year under review which includes commitment to excellence in governance 
standards. Where a specific Recommendation of the MCCG 2012 has not been observed during the financial year 
under review, the non-observance, including the reasons thereof, is included in this Statement.

ESTABLISH CLEAR ROLES AND RESPONSIBILITIES OF THE BOARD AND MANAGEMENT

1.1 Clear functions of the Board and Management

 The Group acknowledges the pivotal role played by the Board in the stewardship of its directions and 
operations, and ultimately the enhancement of long-term shareholders’ value. To fulfill this role, the Board is 
responsible for the overall corporate governance of the Group, including its strategic direction, establishing 
goals for management and monitoring the achievement of these goals.

 Beyond the matters reserved for the Board’s decision, the Board has delegated the authority to achieve the 
corporate objective to the Acting Managing Director who has assumed all the responsibilities of the Chief 
Executive Officer. The Acting Managing Director remains accountable to the Board for the authority that is 
delegated to him, and for the performance of the Group.

 The Board monitors the decisions and actions of the Acting Managing Director and the performance of the 
Group to gain assurance that progress is being made towards the corporate objectives.

1.2 Clear roles and responsibilities

 The Board of Directors has the primary responsibility for the governance and management of the Group and 
fiduciary responsibility for the financial health of the company. The Group acknowledges the importance of 
having an effective Board to lead and control the Group. The Board’s responsibilities include: 

a) Reviewing and adopting a strategic plan for the Group.
b) Overseeing the conduct of the Group’s businesses to evaluate whether the businesses are being properly 

managed.
c) Identifying principal risks and ensuring the implementation of appropriate systems to manage these 

risks.
d) Succession planning, including appointing, training, fixing the compensation of, and where appropriate, 

replacing key management.
e) Developing and implementing a Corporate Disclosure Policy (including an investor relations programme 

or shareholder communications policy) for the Group.
f) Reviewing the adequacy and the integrity of our Group’s internal control systems and management 

information systems, including systems for compliance with applicable laws, regulations, rules, directives 
and guidelines.

g) Monitoring and reviewing management processes aimed at ensuring the integrity of financial and other 
reporting.

h) Ensuring that the Company’s financial statements are true, fair and conform to the accounting standards.
i) Ensuring that the Company adheres to high standards of ethics and corporate behaviour.
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ESTABLISH CLEAR ROLES AND RESPONSIBILITIES OF THE BOARD AND MANAGEMENT (CONT’D)

1.3 Formalised ethical standards through Code of Ethics

Code of Ethics

 The Board has adopted a Code of Ethics for the Board. The Code of Ethics is intended to focus on the Board 
and each Director on areas of ethical risk, provide guidance to Directors to help them recognise and deal with 
ethical issues, provide mechanisms to report unethical conduct and help foster a culture of integrity, honesty 
and accountability. 

 The Group further has a Code of Conduct for Directors, management and employees of the Group. The Code 
of Conduct is established to promote the corporate culture which engenders ethical conduct that permeates 
throughout the Group. 

 The principle of the Code of Conduct is based on principles in relation to trust, integrity, responsibility, 
excellence, loyalty, commitment, dedication, discipline, diligence and professionalism. The Code of Conduct is 
reviewed and updated regularly by the Senior Management and the Board to meet Sersol’s needs to address 
the changing conditions where it works. 

 Copies of the Code of Ethics and Code of Conduct are available in the Company’s website.

 Whistle Blower Policy

 As part of the Company’s continuous effort to ensure that good corporate governance practices are being 
adopted, the Company has an established Whistle Blower Policy to provide a clear line of communication 
and reporting of concerns for employees at all levels.

 Managers, officers and employees in supervisory roles shall report directly to the Senior Independent Director 
on any allegations of suspected improper activities – whether received as a protected disclosure, including 
those relating to financial reporting, unethical or illegal conduct, can be verbal or in writing and forwarded 
in a sealed envelope, reported by their subordinates in the ordinary course of performing their duties, or 
discovered in the course of performing their own duties. 

 A summary of the Whistle Blower Policy is available in the Company’s website.

1.4 Strategies promoting sustainability

 The Group recognises the importance of sustainability and its increasing impact to the business. The Group 
is committed to understanding and implementing sustainable practices and to exploring the benefits to the 
business whilst attempting to achieve the right balance between the needs of the wider community, the 
requirements of shareholders and stakeholders and economic success. The Board has adopted a Sustainability 
Policy for the Group.

 The Company’s activities on sustainability agenda for the year under review are set out on page 32 of the 
annual report.

1.5 Access to information and advice

 All Board members are provided with documents and relevant information for them to review the agenda items 
prior to Board meetings. Senior Management and external advisors are invited to attend Board meetings as 
and when necessary to provide further details, clarifications on matters being tabled.

COrPOraTE
GOvErNaNCE STaTEmENT (cont’d)
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ESTABLISH CLEAR ROLES AND RESPONSIBILITIES OF THE BOARD AND MANAGEMENT (CONT’D)

1.6 Qualified and competent Company Secretaries

 The Board has access to information with regard to the activities within the Group and to the advice and 
services of the Company Secretary, who is responsible for ensuring the Board meeting procedures are adhered 
to. All matters discussed and resolutions passed at each Board Meeting are recorded in the minutes of the 
Board meeting. 

 The Board is regularly updated and advised by the Company Secretaries who are qualified, experienced and 
competent on new statutory and regulatory requirements, and the resultant implications to the Company and 
Directors in relation to their duties and responsibilities. The Company Secretaries, who oversee adherence with 
board policies and procedures, brief the Board on the proposed contents and timing of material announcements 
to be made to regulators. The Company Secretaries attend all Board and Board Committees meetings and 
ensure that meetings are properly convened, and that accurate and proper records of the proceedings and 
resolutions passed are taken and maintained accordingly.

1.7 Board Charter

 The Board Charter was adopted by the Board to achieve the objectives of transparency, accountability and 
effective performance for the Group and the enhancement of corporate governance standards with the aim 
of enshrining the concepts of good governance as promulgated in the MCCG 2012.

 The Board Charter established promotes high standards of corporate governance and is designed to provide 
guidance and clarity for Directors and Management with regard to the roles of the Board and its committees. 
The Board Charter is available in the Company’s website.

STRENGTHEN COMPOSITION OF THE BOARD

2.1 Nomination Committee

 The Nomination Committee consists exclusively three (3) Non-Executive Directors and meets as and when 
required. The composition, terms of reference, duties and responsibilities and other information of the 
Nomination Committee are set out on pages 27 to 29 in this Annual Report.

2.2 Develop, maintain and review criteria for recruitment processes and annual assessment of Directors

 The Nomination Committee is responsible for annual assessment of Board’s required mix of skills, experience, 
quality and core competencies of the Directors, annual assessment of the effectiveness of the Board as a 
whole and the contribution of each individual Director.

 The Nomination Committee is also responsible for assessing the nominees and making recommendations for 
new appointments to the Board considering the skills, knowledge, professionalism required by the Group. The 
actual decision as to who should be nominated will be the responsibility of the full Board after considering the 
recommendations of the Committee.  The Company Secretaries will ensure that all appointments are properly 
made; all the necessary information is obtained as well as all legal and regulatory obligations are met.

 Any appointment of a new Director to the Board or Board Committee is recommended by Nomination 
Committee for consideration and approval by the Board. In accordance with the Company’s Articles of 
Association, one-third of the Directors for the time being shall retire from office at each Annual General 
Meeting (“AGM”). A retiring director shall be eligible for re-election. The Articles of Association also provide 
that all directors shall retire at least once every three years.

COrPOraTE
GOvErNaNCE STaTEmENT (cont’d)
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STRENGTHEN COMPOSITION OF THE BOARD (CONT’D)

2.2 Develop, maintain and review criteria for recruitment processes and annual assessment of Directors 
(cont’d)

 Directors who are appointed by the Board during the financial year are subject to re-election by the shareholders 
at the next AGM held following their appointments. The Company complies with Section 129 (6) of the 
Company Act, 1965, which states that a Director who is over 70 years of age shall retire at every AGM and 
may offer himself for re-appointment to hold office until the Company’s next AGM. The Nomination Committee 
is responsible for recommending to the Board those Directors who are eligible for re-election/re-appointment.

 Diversity Policy

 The Board has adopted a Diversity Policy for the Board as well as the employees of the Group. The Board 
values, respects and leverages the unique contributions of people with diverse backgrounds, experiences, 
ethnicity, gender, age and perspectives to provide exceptional customer service to an equally diverse 
community.

 The Nomination Committee will assess the diversity-related objectives established by the Board and review 
the progress on an annual basis and report it assessment to the Board and make recommendations as 
appropriate.

2.3 Remuneration policies and procedures

 Its responsibilities include reviewing and recommending the remuneration structure and policy for Executive 
Directors and key management personnel based on individual performance and contribution. The remuneration 
packages should be sufficiently attractive and be able to retain the Executive Directors and key management 
personnel needed to run the Company successfully. The members of the Remuneration Committee met twice 
for year 2014 and the record of attendance are as follows:-

Members Designation Attendance

Low Kim Leng
(Chairman)

Independent Non-Executive Director 2/2

Dato’ Seow Thiam Fatt Independent Non-Executive Chairman 2/2

Toh Hong Chye Executive Director 2/2

Ong Chooi Lee
(Resigned as member on 14 April 2014)

Executive Director 2/2

 The Directors’ fees are subject to the approval of shareholders at the Company’s Annual General Meeting 
(AGM). The aggregate remuneration of Directors of the Company during the financial year are as follows:-

 

Company Subsidiary
Company 

and 
Subsidiary

Salaries 
& other 

Emoluments 
RM

Fees
RM

Total
RM

Salaries 
& other 

Emoluments 
RM

Total
RM

Executive Directors 470,246 – 470,246 346,451 816,697

Non-Executive Directors 12,000 157,568 169,568 – 169,568

Total 482,246 157,568 639,814 346,451 986,265

COrPOraTE
GOvErNaNCE STaTEmENT (cont’d)
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STRENGTHEN COMPOSITION OF THE BOARD (CONT’D)

2.3 Remuneration policies and procedures (cont’d)
 

Range of remuneration per annum
Number of Directors

Executive Non-Executive

Below RM50,000 – 1

RM  50,001- RM100,000 1 3

RM100,001- RM150,000 1 –

RM150,001- RM200,000 – –

RM200,001- RM250,000 1 –

RM250,001- RM300,000 – –

RM300,001- RM350,000 1 –

* Included resigned Directors

 The Board as a whole determines the remuneration of Non-Executive Directors.

REINFORCE OF INDEPENDENCE

3.1 Annual Assessment of Independence

 The Board has conducted an assessment on the Independent Directors and the Independent Director who 
exceeds cumulative term of nine years shall seek for shareholders’ approval in the Annual General Meeting 
for continuity in serving the Board.

 The Independent Directors play a crucial role in exercising independent judgment and objective participation 
in the proceedings and decision making process of the Board. The Board is satisfied that the current Board 
composition fairly reflects the interests of minority shareholders. 

3.2 Tenure of Independent Directors

 In line with the MCCG 2012, the tenure of an independent Director should not exceed a cumulative term of 
nine years. However, an independent Director may continue to serve on the Board subject to the Director’s 
re-designation as a non-independent Director. In exceptional cases and subject to assessment by the 
Nomination Committee, the Board may recommend for an independent Director who has served a consecutive 
or cumulative term of nine years to remain as an independent Director subject to shareholders’ approval.

3.3 Separation of positions of the Chairman and Managing Director

 There is a clear division of responsibilities at the head of the Group to ensure a balance of authority and 
power.  The Board is led by Dato’ Seow Thiam Fatt, an Independent Non-Executive Chairman. The executive 
management of the Group was led by Mr Tan Fie Jen, the Acting Managing Director who was re-designated 
on 14 April 2014.

3.4 Board Composition and Balance

 In year 2014, the Board of Directors comprises six (6) Members, of whom one (1) Managing Director, two (2) 
Executive Directors and three (3) Independent Non-Executive Directors.  A brief profile of each Director is 
presented in this Annual Report.

 There is also a balance in the Board with the presence of Independent Non-Executive Directors possessing 
the caliber necessary to assist in Board decisions.  The Board comprises professionals drawn from various 
backgrounds in business, finance, technical and legal which relevant to the direction and objectives of the 
Group.

COrPOraTE
GOvErNaNCE STaTEmENT (cont’d)
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FOSTER COMMITMENT

4.1 Time Commitment

 Five (5) Board meetings were held during the financial year ended 31 December 2014. Set out below is the 
record of attendance of the Board Member.

 

Directors Designation Attendance

Dato’ Seow Thiam Fatt
(Chairman)

Independent Non-Executive Chairman 5/5

Tan Fie Jen Acting Managing Director 5/5

Toh Hong Chye Executive Director 5/5

Ong Chooi Lee Executive Director 5/5

Low Kim Leng Independent Non-Executive Director 5/5

Yeong Siew Lee
(Appointed on 11 August 2014)

Independent Non-Executive Director 2/2

Mohamed Ridzuan Bin Nor MD
(Resigned on 24 March 2014)

Managing Director 1/1

Y.H. Dato’ Sri Dr. Erwan Bin Dato’ Haji Mohd Tahir
(Resigned on 15 May 2014)

Non-Independent Non-Executive Director 2/3

 The Board members are required to notify the Board’s Chairman prior to their acceptance of new directorships 
in other companies.

4.2 Directors’ training

 The directors are aware of their duties to undergo appropriate trainings from time to time so as to ensure 
that they are equipped to carry out their duties effectively.  The following Directors have attended various 
trainings as a continuous effort to enhance management skills.  Stated below is the list of courses attended 
for the financial year ended 31 December 2014:

 

Name of Directors Name of courses Date

Dato’ Seow
Thiam Fatt

•	 Enhancing	Internal	Audit	Practice
•	 Nominating	Committee	 Programme	 2:	 Effective	

Board Evaluation
•	 Revenue	 Recognition,	 Changes	 Under	 New	

Accounting Standard, Fraud Risk Management, 
Related Party Transactions and Corporate 
Disclosure Policy

•	 ASEAN	Corporate	Governance	Summit	2014
•	 Directors’	 Breakfast	 Series	 “Great	 Companies	

Deserve Great Boards”
•	 BDO	Tax	Seminar	2014	–	Preparing	For	Change
•	 MIA	International	Accountants	Conference	2014
•	 Goods	 and	 Service	 Tax	 Briefing	 for	 Board	 of	

Directors

13 August 2014
28 August 2014

20 September 2014

1 – 2 October 2014
10 October 2014

28 October 2014
4 – 5 November 2014

2 December 2014

 

COrPOraTE
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FOSTER COMMITMENT (CONT’D)

4.2 Directors’ training (cont’d)

Name of Directors Name of courses Date

Tan Fie Jen •	 Latihan	Kesedaran	Awam	Menghadapi	Kecemasan
•	 High	Effective	Productivity
•	 UHY	GST	Seminar
•	 Nominating	Committee	Programme	2	 :	 Effective	

Board Evaluation
•	 Highly	Effective	Organisation	Discipline
•	 Appreciation	&	Application	of	ASEAN	Corporate	

Governance Scorecard
•	 Risk	Management	&	Internal	Control	–	Workshops	

for Audit Committee Members 

06 April 2014
20 April 2014

26 August 2014
28 August 2014

13 – 14 September 2014
07 October 2014

13 October 2014

Toh Hong Chye •	 GST	(Intermediate	Level)	:	Peace	of	mind	for	Goods	
and Service Tax Registration and compliance

•	 UHY	GST	Seminar

25 April 2014

26 August 2014

Yeong Siew Lee •	 Practical	 Implementation	of	Goods	and	Services	
Tax (GST) – Part 1 and 2

•	 Presentation	of	Financial	Statements	and	Disclosure	
Requirements of IFRS/MFRS

•	 ASEAN	Corporate	Governance	Scorecard
•	 ACCA	Malaysia	Annual	Conference	2014
•	 2015	Budget	Seminar

05 August 2014

11 September 2014

07 October 2014
21 October 2014

19 November 2014

Low Kim Leng •	 Bursa	Corporate	Governance	Talk 13 August 2014

Ong Chooi Lee •	 Bursa	Malaysia	Enhancing	Internal	Practice
•	 UHY	GST	Seminar
•	 CIDB	Kursus	Intergriti	Kontraktor	Bil

13 August 2014
26 August 2014

16 October 2014

 The Company Secretaries circulate the relevant guidelines on statutory and regulatory requirements from 
time to time for the Board’s reference and brief the Board quarterly on these updates at Board meetings. 
The External Auditors also briefed the Board members on any changes to the Malaysian Financial Reporting 
Standards that affect the Group’s financial statements during the year. 

UPHOLD INTEGRITY IN FINANCIAL REPORTING

5.1 Compliance with applicable financial reporting standards

 The Board strives to provide and present a balanced and meaningful assessment of the Group’s financial 
performance and prospects for every financial year, primarily through the annual financial statements, quarterly 
announcements of results to shareholders, as well as the Chairman’s Statement and Business Operations 
Review in the annual report. The Board is assisted by the Audit and Risk Management Committee to oversee 
the Group’s financial reporting processes and the quality of its financial reporting.

COrPOraTE
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UPHOLD INTEGRITY IN FINANCIAL REPORTING (CONT’D)

5.2 Assessment of sustainability and independence of external auditors

 The Board ensures that there are formal and transparent arrangements for the achievement of objectives and 
maintenance of professional relationship with external auditors. The external auditors have full access to the 
books and records of the Group at all times. 

 From time to time, the external auditors highlight and update the Board and Audit and Risk Management 
Committee on matters that require their attention.

 The Group has in place the policies covering the provision of non-audit services, which are designed to ensure 
that such services do not impair the external auditors’ independence or objectivity. The external auditors 
provide mainly audit-related services to the Company. Due to the strong knowledge of the Company, the 
external auditors also undertake certain non-audit services such as interim reviews, regulatory reviews and 
reporting, and other services. 

RECOGNISE AND MANAGE RISKS

6.1 Sound framework to manage risks

 The Board has the ultimate responsibility for reviewing the Company’s risks, approving the risk management 
framework and policy and overseeing the Company’s strategic risk management and internal control framework.

 The Company has in place an on-going process for identifying, evaluating and managing significant risks that 
may affect the achievement of the business objectives of the Group. The Board through the Audit and Risk 
Management Committee reviews the key risks identified on a regular basis to ensure proper management of 
risks and that measures are taken to mitigate any weaknesses in the control environment.

 The Audit and Risk Management Committee consists majority of non-executive Directors and number at least 
three (3) in total. The Audit and Risk Management Committee works closely with the external and internal 
auditors and maintains a transparent professional relationship with them. The composition, terms of reference, 
duties and responsibilities and other information of Audit and Risk Management Committee are set out on 
pages 22 to 26 in this Annual Report.

 During the financial year under review, the amount of non-audit fees paid out or payable to the external 
auditors of the Group is RM14,741.37.

6.2 Internal audit function

 The Board has established an internal audit function within the Company, which is led by the in-house Internal 
Auditor who works together with an out-sourced Internal Auditor, SF Chang Corporate Services Sdn Bhd, 
who reports directly to the Audit and Risk Management Committee. 

 Details of the Company’s internal control system and framework as set out in the Statement on Risk 
Management and Internal Control together with Audit and Risk Management Committee Report of this annual 
report.

COrPOraTE
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ENSURE TIMELY AND HIGH QUALITY DISCLOSURE

7.1 Corporate Disclosure Policy

 Information Disclosure

 The Board has in place a policy to ensure disclosure of information is in accordance with the disclosure 
requirements under the Listing Requirements and other applicable laws.

7.2 Leverage on information technology for effective dissemination of information

 Investor Relations

 The Investor Relations Policy was reviewed and revised by the Board regularly and is designed to be both 
proactive and interactive and is driven by the following principles:-

•	 To	report	its	financial	results	and	material	developments	to	Bursa	Securities,	its	shareholders	and	other	
stakeholders;

•	 Communicate	only	through	its	designated	spokespersons;
•	 Use	its	website	as	an	additional	primary	communication	channel;
•	 Address	reports	and	rumours	(as	queried	by	Bursa	Securities)	so	as	to	avoid	unnecessary	speculations	

in its securities;
•	 Reasonable	access	to	analysts	and	the	media	to	help	them	have	informed	opinions	of	the	Company,	

but will not seek to influence those opinions;
•	 Endeavour	to	meet	with	its	major	shareholders	at	least	once	in	each	fiscal	year	as	part	of	its	on-going	

programme to inform and obtain feedback on the Company.

 While the Company endeavours to provide as much information as possible to its shareholders and 
stakeholders, it is also wary of the legal and regulatory framework governing the release of material and price-
sensitive information. The Company takes into account the prevailing legislative restrictions and requirements 
as well as the investors’ needs for timely release of price sensitive information such as financial performance 
results and statements, material acquisitions, significant corporate proposals as well as other significant 
corporate events when releasing such information.

 Shareholders and other interested parties may contact the Acting Managing Director, to address any concerns 
by writing or via telephone or facsimile as follows:-

Address : SerSol Berhad
   Unit A-3-2, Level 3, 157 Hampshire Business Suite
   Jalan Mayang Sari
   50450 Kuala Lumpur, Malaysia
Email  : ssms@sersoltech.com
Telephone : 03-2162 6388
Facsimile : 03-2163 6188

COrPOraTE
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STRENGTHEN RELATIONSHIP BETWEEN COMPANY AND SHAREHOLDERS

8.1 Encourage shareholder participation at general meetings

 It has also been the Company’s practice to send the Notice of the AGM and related papers to shareholders at 
least twenty-one (21) clear days before the meeting. The date, venue and time of these meetings are determined 
to provide the maximum opportunity for as many shareholders as possible to attend and participate either 
in person, by corporate representative or by proxy.

8.2 Effective Communication and Proactive Engagement

 The Annual General Meeting (AGM) is the principal forum for dialogue with individual shareholders and 
investors. Shareholders are given opportunity to seek clarification on any matter pertaining to the business 
activities and financial performance. 

 The Group recognises the importance of keeping shareholders and investors informed of the Group’s business 
and corporate developments. Such information is disseminated via the Group’s annual report, circulars to 
shareholders, quarterly financial results and the various announcements made from time to time. The Group’s 
website is www.sersol.com.my and shareholders as well as members of the public are invited to access for 
the latest information of the Group.

 The Group has established a Corporate Disclosure Policy to ensure clear, accurate and complete disclosures 
of material information to public investors.

COrPOraTE
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REPORT OF AUDIT
aND rISk maNaGEmENT COmmITTEE

MEMBER AND ATTENDANCE

The Audit and Risk Management Committee comprises the following members and details of attendance at meetings 
held during the financial year ended 31 December 2014 are as follows:-

Members Designation Attendance

Dato’ Seow Thiam Fatt
(Chairman)

Independent Non-Executive Chairman 5/5

Low Kim Leng Independent Non-Executive Director 5/5

Yeong Siew Lee
(Appointed on 11 August 2014)

Independent Non-Executive Director 2/2

Y.H. Dato’ Sri Dr. Erwan Bin Dato’ Haji Mohd Tahir
(Appointed on 14 April 2014 and resigned on 15 
May 2014)

Non-Independent Non-Executive Director 1/1

Ong Chooi Lee
(Resigned as member on 14 April 2014)

Executive Director 2/2

TERMS OF REFERENCE 

Composition

The Committee shall be appointed from amongst the Board and shall comprise at least three (3) members, all must 
be Non-Executive Directors with a majority of whom shall be Independent Directors.

At least one member of the audit and risk management committee:-

(i) must be a member of the Malaysian Institute of Accountants; or

(ii) if he/she is not a member of the Malaysia Institute of Accountants, he must have at least 3 years’ working 
experience and-

a. he/she must have passed the examinations specified in Part I of the First Schedule of the Accountants 
Act 1967; or

b. he/she must be a member of one of the associations of accountants specified in Part II of the First 
Schedule of the Accountants Act 1967; or

(iii) fulfils such other requirements as prescribed or approved by Bursa Malaysia Securities Berhad (“Bursa 
Securities”).

 No Alternate Director shall be appointed as a member of the Committee. In the event of any vacancy with the result 
that the number of members is reduced to below three, the vacancy must be filled within 3 months.

The Board of Directors must review the term of office and performance of the Audit and Risk Management Committee 
and each of its members at least once every 3 years to determine whether the Audit and Risk Management Committee 
and members have carried out their duties in accordance with the terms of reference.

Chairman of Audit and Risk Management Committee

The Chairman, who shall be elected by the Audit and Risk Management Committee, must be an Independent 
Non-Executive Director appointed by the Board. In the absence of the Chairman, the members present shall elect 
a Chairman for the meeting from amongst themselves.
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TERMS OF REFERENCE (CONT’D)

Secretary

The Company Secretary shall be the Secretary of the Committee and shall be responsible, in conjunction with the 
Chairman, for drawing up the agenda and circulating it prior to each meeting.

The Secretary shall also be responsible for keeping the minutes of meetings of the Committee and circulating them 
to the Committee Members.

Meeting

Meetings shall be held not less than four (4) times a year. The quorum for a meeting shall be two (2) members, 
provided that the majority of members present at the meeting shall be Independent Directors.

The Committee may conduct its meeting to include participation thereat by any member or invitee via video or 
teleconferencing or any other means of audio or audio – visual communications.

All resolutions of the Committee shall be adopted by a simple majority vote, each member having one vote. In case 
of equality of votes, the Chairman of the meeting shall have a second or casting vote.

The external auditors have the right to appear at any meeting of the Audit and Risk Management Committee and 
shall appear before the Committee when required to do so by the Committee. The external auditors may also request 
a meeting if they consider it necessary. However, at least twice a year, the Committee shall meet with the external 
and/or internal auditors without any Executive Board members and employees present.

A resolution in writing, signed by all the members of the Committee, shall be as effectual as if it has been passed 
at a meeting of the Committee duly convened and held. Any such resolution may consist of several documents in 
like form, each signed by one or more Committee members.

Rights

The Audit and Risk Management Committee shall:

a. have explicit authority to investigate any matter within its terms of reference;
b. have to resources which it needs to perform its duties;
c. have full and unrestricted access to any information which it requires in the course of performing its duties;
d. have unrestricted access to the chief executive officer and the chief financial officer;
e. have direct communication channels with the external auditors and internal auditors (if any);
f. be to obtain independent professional or other advice in the performance of its duties at the cost of the 

Company; and
g. be able to invite outsiders with relevant experience to attend its meetings if necessary.

Duties

The duties and responsibilities of the Audit and Risk Management Committee shall include the following:

Financial Reporting and Compliance

(1) Review Financial Statements:

(a) Monitor and review with appropriate officers of the Group and the external auditors, the annual, interim 
and any other related formal financial statements and announcements of the Group prior to approval 
of the Board and public release. 

(b) Discuss among the Committee members, without the presence of the Management or the external 
auditors if deemed necessary, the financial information obtained.

(c) Discuss the impact of any proposed changes in accounting principles on future financial statements.

rEPOrT Of auDIT
aND rISk maNaGEmENT COmmITTEE (cont’d)
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TERMS OF REFERENCE (CONT’D)

Duties (cont’d)

Financial Reporting and Compliance (cont’d)

(2) Review Other Accounting, Audit and Financial Matters: Review such other matters in relation to the accounting, 
auditing and financial reporting practices and procedures of the Group.

(3) Review Related Party Transactions, if any: Review material related party transaction and conflict of interest 
situations that may arise within the Group including transaction, procedure or cause of conduct that raises 
question of management integrity and recurrent related party transactions 

Risk Management and Internal Control

(4) Review Systems of Risk Management: Review the adequacy and effectiveness of the risk management 
process to identify key organisational risks and the systems or processes in place to monitor and manage 
these risks.

(5) Review Systems of Internal Controls: Review the effectiveness, adequacy and integrity of the Group’s internal 
controls including information technology security and control and to assist management in setting up the 
appropriate procedures and internal controls.

(6) Review Systems and/or Processes to manage fraud: Review the procedures in place by management to 
prevent and detect fraud including cyber fraud.

(7) Review Statement on Internal Control: Review with the external auditors, the Group’s Statement on Internal 
Control for inclusion in the Annual Report, where applicable.

Internal Audit

(8) Review of the Internal Audit Function: Review the internal audit department to ensure its activities are performed 
independently and due professional care.

(9) Review Internal Audit Plans: Review, evaluate and approve the plans for and adequacy of the scope of their 
audit activities/programmes including the adequacy of competency and resources to carry out its function 
and to monitor the implementation of the internal audit activities/programmes to ensure sufficient scope is 
covered during the audit.

(10) Review Internal Audit Reports: Review with members of senior management of the Group, any periodic reports 
of the audit activities, key findings and recommendations as well as the recommended course of actions to 
be taken by the management, management’s response to the recommendations and ensure that appropriate 
action is taken on their recommendations.

(11) Review Internal Audit Function: Monitor effectiveness and review the performance of members of the internal 
audit function and provide appraisals of their performance.

(12) Approve the appointment or termination of key personnel or senior Internal Audit members.

rEPOrT Of auDIT
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TERMS OF REFERENCE (CONT’D)

Duties (cont’d)

External Audit (cont’d)

(13) Nomination, Resignation and Dismissal of External Auditors: Recommend to the Board annually and at 
other appropriate times, and through the Chairman, to the shareholders for approval at the annual general 
meeting, the firm to be retained or re-appointed as the Group’s external auditors, the terms of engagement 
and remuneration.

(14) Review suitability and Independence of External Auditors: Review the information provided by management 
and the external auditors relating to the independence of such firm, including whether they are comply with 
Malaysian regulations and ethical guidance relating to rotation of audit partner, the level of fees that the Group 
pays in proportion to the overall fee income of the firm. Assure that representatives of the external audit firm 
have no family, financial, employment or any other business relationship with the Group.

(15) The Committee shall ensure that the provision of non-audit services by the external auditor comply with 
the policy on the provision of non-audit services by the external auditor to ensure that the objectivity and 
independence of the audit firm are not impaired.

(16) Review External Audit Plans: Review, in consultation with the external auditors their plans for, and the scope 
and cost effectiveness of their annual audit and other examinations, prior to the commencement of such 
activities.

(17) Conduct of External Audits: Review the assistance given by the Group and the Group’s employees to the 
external auditors and ensure co-ordination where more than one (1) audit firm is involved and between the 
external and internal auditors.

(18) Review the External Auditors’ representations on their Quality Control Procedures and steps taken by the 
auditor to respond to changes in regulatory and other requisite requirements.

(19) Review External Audit Results: Review with the external auditors, their findings and the report of their annual 
audit, or proposed report of their annual audit, the accompanying management letter and response, the 
report of their reviews of the Group’s interim financials, and the problems and reservations arising, including 
significant audit adjustments, if any. 

(20) Review Recommendations of External Audit: Review the recommendations made by the external auditors and 
such other matters including recommending the appropriate course of action to be taken by the management 
and monitoring the implementation of the course of action

Share Schemes

(21) Verify shares and/or share options allocated: Review the verification on the allocation of shares or share options 
to the Group’s eligible employees and eligible executives in accordance with allocation criteria established 
pursuant to the by-laws governing the relevant share scheme, on a quarterly basis, where applicable. 

Whistleblowing

(22) Review the procedures that the Group has implemented to address allegations made by whistleblowers, to 
ensure that there is proportionate and independent investigation of such allegations and that appropriate 
follow-up action is taken and brought to the attention of the Committee, where necessary. 

Coordination

(23) Ensure appropriate coordination between the audit plans of the Company’s external auditors and the scope 
of the Group’s internal audit programme.

rEPOrT Of auDIT
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TERMS OF REFERENCE (CONT’D)

Activities

During the financial year, the Audit and Risk Management Committee has conducted its activities in accordance 
with its existing Terms of Reference, which include:

a) Quarterly meetings to review the quarterly results.
b) Discussed with the management on the business performance.
c) Reviewed Risk Management reports and Internal Audit reports with Internal Auditors to assess the effectiveness 

of the system of internal controls in the areas audited.
d) Discussed the annual audited financial statements with the external auditors as well as their findings and 

recommendations.
e) Reviewed and considered any related party transaction that may or have arisen within the Group.
f) Verified the Options granted during the financial year under review.

Statement of verification on Allocation of Options pursuant to Share Issuance Scheme (“SIS”)

The Audit and Risk Management Committee has verified the allocation of options pursuant to the SIS for the 
financial year ended 31 December 2014 and noted its compliance with the criteria for the allocation of options in 
accordance with the By-Laws of the Group’s SIS.

rEPOrT Of auDIT
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REPORT OF 
NOmINaTION COmmITTEE

MEMBER AND ATTENDANCE

The Nomination Committee comprises the following members and details of attendance at meetings held during 
the financial year ended 31 December 2014 are as follows:-

Members Designation Attendance

Dato’ Seow Thiam Fatt
(Chairman)

Independent Non-Executive Chairman 2/2

Low Kim Leng Independent Non-Executive Director 2/2

Yeong Siew Lee
(Appointed on 11 August 2014)

Independent Non-Executive Director Not applicable

Y.H. Dato’ Sri Dr. Erwan Bin Dato’ Haji Mohd Tahir
(Appointed on 14 April 2014 and resigned on 15 
May 2014)

Non-Independent Non-Executive Director Not applicable

Ong Chooi Lee
(Resigned as member on 14 April 2014)

Executive Director 2/2

TERMS OF REFERENCE

Composition

The Board of Directors shall elect the Committee members from amongst themselves, comprising exclusively of 
Non-Executive Directors, a majority of whom are Independent and number at least 3 in total.

Chairman of Nomination Committee

The Chairman of the Committee shall be Senior Independent Non-Executive Director appointed by the Board. In the 
absence of the Chairman, the members present shall elect a Chairman for the meeting from amongst themselves.

Secretary

The Company Secretary shall be the Secretary of the Committee and shall be responsible, in conjunction with the 
Chairman, for drawing up the agenda and circulating it prior to each meeting.

The Secretary shall also be responsible for keeping the minutes of meetings of the Committee and circulating them 
to the Committee Members.

Meeting

The Committee may meet together for the despatch of business, adjourn and otherwise regulate the meetings at 
least once a year or more frequent as deemed necessary. The Chairman may call for additional meetings at any time 
at the Chairman’s discretion. The quorum for all meetings of the Committee shall not be less than two (2) members. 

The Committee may conduct its meeting to include participation thereat by any member or invitee via video or 
teleconferencing or any other means of audio or audio – visual communications.

All resolutions of the Committee shall be adopted by a simple majority vote, each member having one vote. In case 
of equality of votes, the Chairman of the meeting shall have a second or casting vote.

A resolution in writing, signed by all the members of the Committee, shall be as effectual as if it has been passed 
at a meeting of the Committee duly convened and held.  Any such resolution may consist of several documents in 
like form, each signed by one or more Committee members.
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TERMS OF REFERENCE (CONT’D)

Rights

The Nomination Committee in accordance with a procedure or process to be determined by the Board of Directors 
and at the expense of the Company:-

(i) shall annually review the required mix of skills and experience and other qualities, including core competencies 
which non-executive and executive directors should have;

(ii) shall assess on an annual basis, the effectiveness of the Board of Directors as a whole, the committees of 
the Board and for assessing the contribution of each individual director; and

(iii) shall be entitled to the services of the Company Secretary who must ensure that all appointments are properly 
made that all necessary information is obtained from the directors, both for the Company’s own records and 
for the purposes of meeting statutory obligations, as well as obligations arising from the ACE Market Listing 
Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) or other regulatory requirements.

The ultimate decision on the appointment of directors to the Board is the responsibility of the Board of Directors or 
the shareholders after due consideration of the recommendations of the Nomination Committee.

The Committee is authorised by the Board to seek appropriate professional advice inside and outside the Group 
as and when it considers this necessary, at the expense of the Company.

Duties

The duties and responsibilities of the Nomination Committee are as follows:-

(a) Identify and recommend to the Board, candidates for directorships of the Company to be filled by the 
shareholders or the Board and to review the Board’s policies for the selection of Board members.

(b) Develop, maintain and review the criteria to be used in the recruitment process and annual assessment of 
Directors. 

(c) Recommend to the Board, directors to fill the seats on Board Committees.

(d) Facilitate Board induction programme for newly appointed Directors.

(e) Ensure an appropriate framework and plan for Board succession for the Group.

(f) Review annually the required mix of skills and experience of the Board, including the core competencies 
which directors should bring to the Board.

(g) Evaluate the effectiveness of the Board and Board Committees (including its size and composition) and the 
contribution of each individual director including his time commitment, character, experience and integrity. 
All assessments and evaluations carried out by the Committee in the discharge of all its functions shall be 
properly documented.

(h) Assess annually the effectiveness and performance of the Executive Directors.

(i) Assess annually the independence of its independent directors. 

(j) Review the character, experience, integrity, competence and time to effectively discharge the roles of chief 
executive and chief financial officer.

(k) Recommend to Board the Company’s gender diversity policies, targets and discuss measures taken to meet 
those targets.

rEPOrT Of
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TERMS OF REFERENCE (CONT’D)

Duties (cont’d)

(l) Recommend to Board protocol for accepting new directorships.

(m) Determine appropriate training for Directors, review the fulfillment of such training, and disclose details in the 
annual report as appropriate, in accordance with Bursa Securities’s guidelines on Continuing Education.

(n) Consider and recommend the Directors for re-election/re-appointment at each Annual General Meeting.

(o) Review proposals for the appointment of the chief executive of the Company and make recommendations 
to the respective Board for approval.

(p) Require that the appointment of all key senior management personnel of the Group who will be reporting 
directly to the chief executive of the Company be notified to the Committee before such appointment(s) take 
place.

(q) Review the succession management plans of the Group to ensure smooth transitions. 

Activities 

During the financial year, the Nomination Committee has conducted its activities in accordance with its existing 
Terms of Reference, which include:  

a) Reviewed the required mix of skills and experience and other qualities, assessed the effectiveness of the 
Board of Directors as a whole, the committees of the Board, the contribution of each individual director and 
the independence of the independent directors.

b) Identified and recommended to the Board the candidates of Independent Non-Executive Directors appointed 
during the year.

c) Considered and recommended to the Board the Directors for re-election/re-appointment at forthcoming 
Annual General Meeting.

rEPOrT Of
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ADDITIONAL LISTING REQUIREMENTS 
COmPlIaNCE INfOrmaTION

To comply with the Listing Requirements of Bursa Securities, the following additional information is provided:

1) UTILISATION OF PROCEEDS

 Proposed Renounceable Rights Issue together with Free Detachable Warrants

 The Company has successfully undertaken the proposed Renounceable rights issue of up to 96,351,000 new 
ordinary shares of RM0.10 each in SerSol (“SerSol Shares” or “Shares”) (“Rights Shares”), together with up 
to 96,351,000 free detachable new warrants (“Warrants”) on the basis of one (1) Rights Share together with 
one (1) Warrant for every one (1) existing SerSol Share.

 The utilisation of proceeds raised from the above is as follows :-

     Proposed Actual
     Utilisation Utilisation
 Purpose    RM’000 RM’000

i) Research & development    900 900
ii) Purchase of plant and machinery   500 93
iii) Repayment of bank borrowings   2,500 2,500
iv) Working capital     5,235 5,235
iv) Defray estimated expenses   500 500

 Total    9,635 9,228

Proposed Private Placement

 On 5 September 2014, the Company announced a proposed private placement of up to 32,305,000 new 
ordinary shares of RM0.10 each, representing not more than ten percent (10%) of the issued and paid up 
share capital of the Company to independent third party investor(s).

 The proposal was submitted to Bursa Malaysia Securities Berhad and obtained its approval on 24 October 
2014. The Company had allotted 19,527,000 new ordinary shares of RM0.10 each in the Company and the 
shares were listed on the ACE Market of Bursa Malaysia Securities Berhad.

A total proceeds of RM4,881,750 was raised and the utilisation of proceeds raised is as follows:-

     Proposed Actual
     Utilisation Utilisation
 Purpose    RM’000 RM’000

i) Working capital     2,494  –
ii) Repayment of bank borrowings   2,000 –
iii) Setting up of new showrooms and sales offices  322 –
iv) Defray estimated expenses   66 66

 Total     4,882 66

2) SHARE BUYBACKS

 There were no share buy backs during the financial year ended 31 December 2014.
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aDDITIONal lISTING rEquIrEmENTS
COmPlIaNCE INfOrmaTION (cont’d)

3) OPTIONS, WARRANTS OR CONvERTIBLE SECURITIES EXERCISED

 Warrants

 Since the last financial year end, there was no warrants have been exercised and converted to ordinary share 
capital. Total 96,151,000 warrants remained unexercised as at 31 December 2014.

 Share Issuance Scheme (“SIS”)

 During the financial year end under review, the Company had granted 34,000,000 options pursuant to Share 
Issuance Scheme (“SIS”) on 24 July 2014. The SIS shall be in force for a period of five (5) years from the 
effective date on 13 May 2013. A detailed breakdown of the allocation of the options as at 31 December 2014 
are as follows:-

a) The total number of options granted, exercised and outstanding during the financial year under review:

  Number of Options 
     Grand Total Directors

Granted    34,000,000 17,000,000
Exercised    2,370,000 –
Lapsed    90,000 –

Outstanding    31,630,000 17,000,000

b) Percentage of options applicable to Directors and Senior Management under the SIS:

  Since the
  Commencement
  of Options up to
Directors and Senior Management   FYE2014 FYE2013

Aggregate maximum allocation   50% –
Actual percentage granted   50% –

c) The table below set out the Options granted to Non-Executive Directors:

  Number of Options as at FYE2014
    Granted Exercised Balance

Dato’ Seow Thiam Fatt   1,000,000 – 1,000,000
Low Kim Leng   1,000,000 – 1,000,000

 Save as disclosed above, the Company does not have any options or convertible securities in issue or 
exercisable during the financial year ended 31 December 2014.

4) DEPOSITORY RECEIPT PROGRAMME

 The Company did not sponsor any depository receipt programme during the financial year ended 31 December 
2014.

5) SANCTIONS AND/OR PENALTIES

 The Company and its subsidiaries, Directors and management have not been imposed with any sanctions 
and/or penalties by any regulatory bodies.
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6) NON-AUDIT FEES

 The total non-audit fees paid and payable to the Group’s external auditors during the financial year ended 
31 December 2014 amounted to RM14,741.37.

7) PROFIT ESTIMATE, FORECAST OR PROJECTION

 The Company did not release any profit estimate, forecast or projection for the financial year ended 31 
December 2014.

8) PROFIT GUARANTEE

 No profit guarantee was given by the Company in respect of the financial year ended 31 December 2014.

9) MATERIAL CONTRACTS

 There were no material contracts by the Company and its subsidiaries involving Directors’ and major 
shareholders’ interest.

10) CORPORATE SOCIAL RESPONSIBILITY

 SerSol have a clear responsibility to use their skills and resources for the betterment of the society within 
which they operate. Every individual of SerSol are committed to meeting the society needs around them. 

 SerSol is committed to communities they operate. SerSol’s passion through its Corporate Social Responsibility 
extends beyond mere financial assistance but aimed at inculcating a Corporate Social Responsibility mindset 
not only on the children but all that works in SerSol.

 In September 2014, SerSol sponsored interior and exterior paint in full for the school repainting project for 
Sekolah Menengah Kebangsaan Agama Tun Juhar Sandakan which is located at Sandakan, Sabah to aid in 
creating a more comfortable learning environment for the students.

aDDITIONal lISTING rEquIrEmENTS
COmPlIaNCE INfOrmaTION (cont’d)
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STATEMENT ON RISK MANAGEMENT 
aND INTErNal CONTrOl

INTRODUCTION

The Malaysian Code on Corporate Governance (“the Code”) requires that a listed company to maintain a sound risk 
management and internal control system to reasonably safeguard its shareholders’ investments and the Group’s 
assets. The Board is pleased to present the following Statement on Risk Management and Internal Control for the 
financial year ended 31 December 2014 pursuant to paragraph 15.26(b) of the ACE Market Listing Requirements 
of Bursa Malaysia Securities Berhad and in accordance with the ‘‘Statement on Risk Management and Internal 
Control: Guidelines for Directors of Listed Issuers’’.

BOARD RESPONSIBILITIES

The Board of Sersol Berhad (“SB”) acknowledges the importance of a sound system of internal controls and risk 
management framework and is dedicated to affirm its overall responsibility for the group’s system of internal controls. 
The Board’s responsibility includes the establishment of appropriate control environment and framework and at 
the same time conduct review on its adequacy, integrity and effectiveness of the Group’s internal control systems 
and management information systems, including systems for compliance with applicable laws, regulations, rules, 
directives and guidelines.

Nevertheless, the Board is aware that due to the limitations inherent in any such systems, the internal control 
established can only provide reasonable but not absolute assurance against material misstatement, operational 
failures, fraud or loss, as it is designed to manage rather than eliminate the risk of failure to achieve the Group’s 
business objective. The Board has established appropriate control structure and process for identifying, evaluating, 
monitoring, and managing significant risks that may affect the achievement of the Group’s business objectives. 
The control structure and process are updated and reviewed from time to time to suit the changes in the business 
environment. 

RISK MANAGEMENT FRAMEWORK

The Board is aware that an effective risk management system is an integral part of the daily operations of the 
Group to ensure success in its risk-taking activities. In this regards, the management of SB has embedded risk 
management as part of its business practice to ensure that the Group’s assets are well-protected and shareholders’ 
value enhanced. 

Risk Management Committee (RMC) will assist in the facilitation of the risk management workshop as a process 
of monitoring, identification and assessment of risk. The workshop also include the proposed and implementation 
of appropriate systems to manage risks.The RMC, with the assistance of head of department responsible of 
implementing and maintaining the appropriate risk management framework to achieve the following objectives:-

•	 Communicate	the	vision,	role,	direction	and	priorities	to	all	employees	and	key	stakeholders.
•	 Ensuring	that	key	risks	to	the	Group’s	business	are	identified	and	evaluated,	and	responses	are	developed	

to mitigate these risks.
•	 Create	a	risk-aware	culture	and	building	the	necessary	knowledge	for	 risk	management	at	every	 level	of	

management.

In order to achieve the above objectives, the Group has adopted a structured and systematic risk assessment, 
monitoring and reporting framework. The Group also fostered a culture of continuous improvement in risk 
management through risk review meetings.
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STaTEmENT ON rISk maNaGEmENT
aND INTErNal CONTrOl (cont’d)

INTERNAL AUDIT FUNCTION

The internal control environment and processes are periodically reviewed by internal audit function who report 
accordingly to the Audit Committee on a quarterly basis to ensure the adequacy and effectiveness of the internal 
control procedures throughout the Group. In addition, follow up review will be conducted to ensure that corrective 
actions have been implemented on a timely manner. 

The cost incurred in respect of risk management and internal audit functions for the financial year ended 31 December 
2014 amounted to RM83,151.91 which included staff salary and the relevant fees payable to the outsourced Internal 
Auditors, S F Chang Corporate Services Sdn Bhd.

OTHER KEY ELEMENTS OF INTERNAL CONTROL

The Board and Management have established a process of continuously enhancing the system of internal controls 
as and when there are changes to the business environment or regulatory guidelines. The following internal control 
components work together to assist the Board in maintaining an adequate control environment to support the 
achievement of the Group’s business objectives:

•	 Clearly	defined	lines	of	reporting,	responsibilities	and	delegation	of	authority	within	Group.
•	 Internal	control	policies,	manuals,	procedures	and	work	instruction	are	documented	based	on	the	guidelines	

of the International Organization for Standardization (“ISO”) accreditation programme. Furthermore, ISO audits 
are conducted internally by an in-house committee established and by external parties during the financial 
year.

•	 The	Board	of	Directors	and	Audit	Committee	meet	at	least	once	on	a	quarterly	basis	to	review	and	deliberate	
on quarterly financial reports, internal audit reports and etc.

•	 Regular	management	meetings	are	held	where	information	covering	operational	performances	is	reviewed.
•	 Regular	training	programs	are	being	attended	by	employees	with	the	objective	of	enhancing	their	knowledge	

and competency.

ASSURANCE FROM MANAGEMENT

The Board has also received reasonable assurance from the Chief Executive Officer (“CEO”) and the Chief Financial 
Officer (“CFO”) that the Group’s risk management and internal control system currently in place are operating 
adequately and effectively, in all material respects.

REvIEW OF THE STATEMENT BY EXTERNAL AUDITORS

The external auditors have reviewed this Statement on Risk Management and Internal Control for inclusion in this 
Annual Report and had reported to the Board that nothing has come to their attention that causes them to believe 
that the statement is inconsistent with their understanding of the process adopted by the Board in reviewing the 
adequacy and integrity of the system of internal control.

CONCLUSION

For the financial year under review and up to the date of approval of this statement, the Board is of the opinion 
that the risk management and internal control system currently in place is adequate and effective to safeguard the 
Group’s interests and assets. 

The Board is committed towards maintaining a sound system of internal controls throughout the Group. The Board 
recognizes the fact that the system of internal controls and risk management practice should evolve with the ever 
changing and challenging business environment in order to support the Group’s operation. The Board will put in 
place appropriate action plans to rectify potential weaknesses and improve the system of internal control as when 
is necessary.

This statement is made in accordance with a resolution of the Board dated 10 April 2015.
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STATEMENT OF 
DIrECTOrS’ rESPONSIbIlITy
IN rESPECT Of ThE auDITED fINaNCIal STaTEmENTS

Directors are legally required to prepare financial statements for each financial year which give a true and fair view 
of the state of affairs of the Group and of the Company at the end of the financial year and of the results of the 
Group and of the Company for the financial year then ended.

In preparing those financial statements, the Directors of the Company have:
•	 adopted	suitable	accounting	policies	and	then	applied	them	consistently;
•	 made	judgments	and	estimates	that	are	prudent	and	reasonable;
•	 ensured	applicable	accounting	standards	have	been	followed,	subject	to	any	material	departures	disclosed	

and explained in the financial statements; and
•	 prepared	the	financial	statement	on	the	going	concern	basis	unless	it	is	inappropriate	to	presume	that	the	

Group and the Company will continue in business.

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at 
any time the financial position of the Group and of the Company and to enable them to ensure that the financial 
statements comply with the Companies Act. 1965 and applicable approved accounting standards.  The Directors 
are also responsible for the assets of the Group and of the Company and, hence, for taking reasonable steps for 
the prevention and detection of fraud and other irregularities.
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DIRECTORS’
rEPOrT

The Directors hereby present their report together with the audited financial statements of the Group and of the 
Company for the financial year ended 31 December 2014.

PRINCIPAL ACTIvITIES

The principal activities of the Company consist of the provision of management services and investment holding. 
The principal activities of its subsidiary companies are disclosed in Note 5 to the financial statements.

There have been no significant changes in the nature of these activities during the financial year.

FINANCIAL RESULTS

    Group Company
    RM RM
   
Loss for the financial year     4,446,846   348,766 

Attributable to:   
Owners of the Company     4,444,476   348,766 
Non-controlling interests     2,370  –

     4,446,846   348,766 

RESERvES AND PROvISIONS

There were no material transfers to or from reserves or provisions during the financial year other than as disclosed 
in the financial statements.

DIvIDENDS

There were no dividends proposed, declared or paid by the Company since the end of the previous financial year. 
The Board of Directors does not recommend any dividend in respect of the current financial year.

ISSUE OF SHARES AND DEBENTURES

During the current financial year, the Company issued 2,370,000 new ordinary shares of RM0.10 for cash arising 
from the exercise of option under its Share Issuance Scheme (“SIS”) at an option price of RM0.29 per ordinary share.

The new ordinary shares issued during the current financial year ranked pari passu in all respects with the existing 
ordinary shares of the Company.

There was no issuance of debentures during the current financial year.

WARRANTS

The warrants were constituted under the Deed Poll dated 23 February 2013 as disclosed in Note 27 to the financial 
statements.

As at 31 December 2014, the total numbers of warrants that remain unexercised were 96,151,000.
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OPTIONS GRANTED OvER UNISSUED SHARES

No options were granted to any person to take up unissued shares of the Company during the current financial 
year apart from the issue of option pursuant to the Share Issuance Scheme (“SIS”).

On 23 February 2013, the Company’s shareholders approved the establishment of a SIS of not more than 30% of 
the issued and paid-up share capital of the Company (excluding treasury shares) at any point of time during the 
duration of the SIS to eligible Directors and employees of the Group.

The salient features and other terms of the SIS are disclosed in the Note 26 to the financial statements.

As at 31 December 2014, the options offered to take up unissued ordinary shares of RM0.10 each and the exercise 
prices are as follows:

 Number of options over ordinary shares of RM0.10 each
Date of Exercise At    At
offer price 1.1.2014 Granted Exercised Lapsed 31.12.2014

24.07.2014 0.29 – 34,000,000 – – 34,000,000
23.08.2014 0.29 – – – (90,000) (90,000)
04.09.2014 0.29 – – (1,250,000) – (1,250,000)
03.10.2014 0.29 – – (1,120,000) – (1,120,000)

  – 34,000,000 (2,370,000) (90,000) 31,540,000

Details of options granted to Directors are disclosed in the section of Directors’ Interests in this report.

The list of employees who have been granted option to subscribe for ordinary shares of RM0.10 each during the 
financial year are disclosed in the Note 26 to the financial statements.

DIRECTORS

The Directors in office since the date of the last report are:

Dato’ Seow Thiam Fatt 
Tan Fie Jen 
Toh Hong Chye 
Low Kim Leng 
Ong Chooi Lee 
Yeong Siew Lee (appointed on 11.08.2014)
Y.H. Dato’ Sri Haji Dr. Erwan
Bin Dato’ Haji Mohd Tahir @ Tahir (resigned on 15.05.2014)

DIrECTOrS’
rEPOrT (cont’d)
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DIRECTORS’ INTERESTS

The interests and deemed interests in the share capital of the Company or its related corporations by the Directors 
in office at the end of the financial year, according to the Register of Directors’ Shareholdings are as follows:

 Number of ordinary shares of RM0.10 each
  At   At 
  At 1.1.2014 Bought Sold 31.12.2014

Interests in the Company
Direct interests
Dato’ Seow Thiam Fatt   250,000  –  (80,000)  170,000 
Tan Fie Jen   745,648  – –  745,648 
Toh Hong Chye   1,349  – –  1,349 
Ong Chooi Lee   250,000  – –  250,000 

Indirect interests
Tan Fie Jen *   7,440,200  – –  7,440,200

 Number of Warrants
   At Granted/ Exercised/ At 
   At 1.1.2014 Bought Sold 31.12.2014
Interests in the Company
Direct interests
Dato’ Seow Thiam Fatt   250,000   60,000  –  310,000 
Tan Fie Jen   372,824  – –  372,824 
Toh Hong Chye   1,349  – –  1,349 
Ong Chooi Lee   250,000  – –  250,000 

Indirect interests
Tan Fie Jen *   4,136,800  – (1,654,700)  2,482,100 

 Number of Options over ordinary shares of RM0.10 each
   At Granted/ Exercised/ At 
   At 1.1.2014 Bought Sold 31.12.2014
Interests in the Company
Direct interests
Dato’ Seow Thiam Fatt  –  1,000,000  –  1,000,000 
Tan Fie Jen  –  5,000,000  –  5,000,000 
Toh Hong Chye  –  5,000,000  –  5,000,000 
Low Kim Leng  –  1,000,000  –  1,000,000 
Ong Chooi Lee  –  5,000,000  –  5,000,000 

* Deemed interest in shares and warrants held by Consolingrow Sdn. Bhd. pursuant to Section 6A of the 
Companies Act, 1965.

By virtue of their interests in the shares of the Company, Mr. Tan Fie Jen is also deemed interested in the shares of 
all the subsidiary companies during the financial year to the extent that the Company has an interest under Section 
6A of the Companies Act, 1965.

None of the other Directors in office at the end of the financial year had any interest in shares in the Company or 
its related corporations during the financial year.

DIrECTOrS’
rEPOrT (cont’d)
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DIRECTORS’ BENEFITS 

Since the end of the previous financial year, no Director of the Company has received or become entitled to receive 
a benefit (other than a benefit included in the aggregate amount of emoluments received or due and receivable by 
Directors as shown in the financial statements) by reason of a contract made by the Company or a related corporation 
with the Director or with a firm of which the Director is a member, or with a company in which the Director has a 
substantial financial interest.

Neither during nor at the end of the financial year, was the Company a party to any arrangement whose object was 
to enable the Directors to acquire benefits by means of the acquisition of shares in, or debentures of, the Company 
or any other body corporate.

OTHER STATUTORY INFORMATION

(a) Before the statements of financial position and statements of profit or loss and other comprehensive income 
of the Group and of the Company were made out, the Directors took reasonable steps:

(i) to ascertain that action had been taken in relation to the writing off of bad debts and the making of 
allowance for doubtful debts and satisfied themselves that adequate allowance had been made for 
doubtful debts and there were no bad debts to be written off; and

(ii) to ensure that any current assets which were unlikely to realise their values as shown in the accounting 
records in the ordinary course of business had been written down to an amount which they might be 
expected so to realise.

(b) At the date of this report, the Directors are not aware of any circumstances:

(i) which would render it necessary to write off any bad debts or the amount of the allowance for doubtful 
debts in the financial statements of the Group and of the Company inadequate to any substantial extent; 
or

(ii) which would render the values attributed to the current assets in the financial statements of the Group 
and of the Company misleading; or

(iii) not otherwise dealt with in this report or the financial statements of the Group and of the Company 
which would render any amount stated in the financial statements misleading; or

(iv) which have arisen which would render adherence to the existing method of valuation of assets or 
liabilities of the Group and of the Company misleading or inappropriate.

(c) At the date of this report, there does not exist:

(i) any charge on the assets of the Group and of the Company which has arisen since the end of the 
financial year which secures the liability of any other person; or

(ii) any contingent liability of the Group and of the Company which has arisen since the end of the financial 
year.

DIrECTOrS’
rEPOrT (cont’d)
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OTHER STATUTORY INFORMATION (CONT’D)

(d) In the opinion of the Directors:

(i) no contingent liability or other liability has become enforceable or is likely to become enforceable within 
the period of twelve months after the end of the financial year which will or may affect the ability of the 
Group and of the Company to meet their obligations as and when they fall due;

(ii) the results of the operations of the Group and of the Company during the financial year were not 
substantially affected by any item, transaction or event of a material and unusual nature, except as 
disclosed in the notes to the financial statements; and

(iii) there has not arisen in the interval between the end of the financial year and the date of this report any 
item, transaction or event of a material and unusual nature likely to affect substantially the results of 
the operations of the Group and of the Company for the financial year in which this report is made.

SIGNIFICANT AND SUBSEQUENT EvENTS

The significant and subsequent events are disclosed in Note 34 to the financial statements.

AUDITORS

The Auditors, Messrs UHY, have expressed their willingness to continue in office.

Signed on behalf of the Board of Directors in accordance with a resolution of the Directors dated 10 April 2015.

TOH HONG CHYE TAN FIE JEN

KUALA LUMPUR

DIrECTOrS’
rEPOrT (cont’d)
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We, the undersigned, being two of the Directors of the Company, do hereby state that, in the opinion of the Directors, 
the financial statements set out on pages 45 to 104 are drawn up in accordance with Malaysian Financial Reporting 
Standards, International Financial Reporting Standards and the requirements of the Companies Act, 1965 in Malaysia 
so as to give a true and fair view of the financial position of the Group and of the Company as of 31 December 2014 
and of their financial performance and cash flows for the financial year then ended.

The supplementary information set out in Note 38 to the financial statements on page 105 have been compiled in 
accordance with Guidance on Special Matter No.1, Determination of Realised and Unrealised Profits or Losses in 
the Context of Disclosures Pursuant to Bursa Malaysia Securities Berhad Listing Requirements, as issued by the 
Malaysian Institute of Accountants and the directive of Bursa Malaysia Securities Berhad.

Signed on behalf of the Board of Directors in accordance with a resolution of the Directors dated 10 April 2015.

TOH HONG CHYE TAN FIE JEN

KUALA LUMPUR

STATUTORY
DEClaraTION
PurSuaNT TO SECTION 169(16) Of ThE COmPaNIES aCT, 1965

I, TOH HONG CHYE, being the Director primarily responsible for the financial management of SERSOL BERHAD, 
do solemnly and sincerely declare that the best of my knowledge and belief, the financial statements set out in 
pages 45 to 104 are correct and I make this solemn declaration conscientiously believing the same to be true and 
by virtue of the provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly declared by the )
abovenamed at KUALA LUMPUR in the )
Federal Territory on 10 April 2015 )

 TOH HONG CHYE

Before me,

 COMMISSIONER FOR OATHS

 

STATEMENT
by DIrECTOrS
PurSuaNT TO SECTION 169(15) Of ThE COmPaNIES aCT, 1965
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INDEPENDENT
auDITOrS’ rEPOrT
TO ThE mEmbErS Of SErSOl bErhaD

REPORT ON THE FINANCIAL STATEMENTS

We have audited the financial statements of Sersol Berhad, which comprise the statements of financial position as 
at 31 December 2014 of the Group and of the Company, and statements of profit or loss and other comprehensive 
income, statements of changes in equity and statements of cash flows of the Group and of the Company for the 
financial year then ended, and a summary of significant accounting policies and other explanatory information, as 
set out on pages 45 to 104.

Directors’ Responsibility for the Financial Statements

The Directors of the Company are responsible for the preparation of financial statements so as to give a true and 
fair view in accordance with Malaysian Financial Reporting Standards, International Financial Reporting Standards 
and the requirements of the Companies Act, 1965 in Malaysia. The Directors are also responsible for such internal 
control as the Directors determine is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error.

Auditors’ Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our 
audit in accordance with approved standards on auditing in Malaysia. Those standards require that we comply with 
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on our judgement, including the assessment of risks of material 
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, we 
consider internal control relevant to the entity’s preparation of financial statements that give a true and fair view in 
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of accounting estimates made by the Directors, as well as 
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion.

Opinion 

In our opinion, the financial statements give a true and fair view of the financial position of the Group and of the 
Company as of 31 December 2014 and of their financial performance and cash flows for the financial year then 
ended in accordance with Malaysian Financial Reporting Standards, International Financial Reporting Standards 
and the requirements of the Companies Act, 1965 in Malaysia.
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

In accordance with the requirements of the Companies Act, 1965 in Malaysia, we also report the followings:

(a) In our opinion, the accounting and other records and the registers required by the Act to be kept by the 
Company and its subsidiary companies of which we have acted as auditors have been properly kept in 
accordance with the provisions of the Act.

(b) We have considered the financial statements and the auditors’ reports of the subsidiary company of which 
we have not acted as auditors, which are indicated in Note 5 to the financial statements. 

(c) We are satisfied that the financial statements of the subsidiary companies that have been consolidated with 
the Company’s financial statements are in form and content appropriate and proper for the purposes of 
the preparation of the financial statements of the Group and we have received satisfactory information and 
explanations required by us for those purposes.

(d) The audit reports on the financial statements of the subsidiary companies did not contain any qualification 
or any adverse comment made under Section 174(3) of the Act.

OTHER REPORTING RESPONSIBILITIES

The supplementary information set out in Note 38 on page 105 is disclosed to meet the requirement of Bursa Malaysia 
Securities Berhad and is not part of the financial statements. The Directors are responsible for the preparation of 
the supplementary information in accordance with Guidance on Special Matter No.1, Determination of Realised and 
Unrealised Profits or Losses in the Context of Disclosures Pursuant to Bursa Malaysia Securities Berhad Listing 
Requirements, as issued by the Malaysian Institute of Accountants (“MIA Guidance”) and the directive of Bursa 
Malaysia Securities Berhad. In our opinion, the supplementary information is prepared, in all material respects, in 
accordance with the MIA Guidance and the directive of Bursa Malaysia Securities Berhad.

OTHER MATTERS 

This report is made solely to the members of the Company, as a body, in accordance with Section 174 of the 
Companies Act, 1965 in Malaysia and for no other purpose. We do not assume responsibility to any other person 
for the content of this report.

UHY
Firm Number: AF 1411
Chartered Accountants

CHONG HOU NIAN
Approved Number: 3105/11/16 (J)
Chartered Accountant

KUALA LUMPUR

10 April 2015

INDEPENDENT
auDITOrS’ rEPOrT (cont’d)
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STATEMENTS OF
fINaNCIal POSITION
aS aT 31 DECEmbEr 2014

 Group Company
  2014 2013 2014 2013
 Note RM RM RM RM

ASSETS

Non-current assets
Property, plant and equipment 4  9,026,470   8,668,034  – –
Investments in subsidiary
 companies 5 – –  7,119,859   7,119,859 
Goodwill on consolidation 6 – – – –
Development expenditure 7 – – – –
 
   9,026,470   8,668,034   7,119,859   7,119,859

Current assets
Inventories 8  3,197,882  3,344,978  – –
Trade receivables 9  4,131,569   4,488,166  – –
Other receivables 10  226,903   275,451   66,468   53,633 
Amount owing by subsidiary
 companies 11 – –  7,870,028   2,767,504 
Tax recoverable   98,373   199,089  –  15,000 
Marketable securities 12 – – – – 
Cash and bank balances   4,096,672   8,807,431   2,283,186   7,191,010
 
   11,751,399   17,115,115   10,219,682   10,027,147 

Current assets classified 
 as held for sale 13 –  10,278  – –

Total Assets   20,777,869   25,793,427   17,339,541   17,147,006
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 Group Company
  2014 2013 2014 2013
 Note RM RM RM RM

EQUITY

Share capital 14  19,527,200   19,290,200   19,527,200   19,290,200 
Reserves 15  (5,617,008) (1,724,571)  (2,233,496)  (2,335,030)

Equity attributable to
 owners of the parent   13,910,192   17,565,629   17,293,704   16,955,170 
Non-controlling interests  –  (37,824) – –
 
   13,910,192   17,527,805   17,293,704   16,955,170 

LIABILITIES

Non-Current Liabilities
Finance lease liabilities 16  391,273   116,207  – –
Deferred tax liabilities 17  779,340   798,000  – –
 
   1,170,613   914,207  – –

Current Liabilities
Trade payables 18  3,646,361   2,764,495  – – 
Other payables 19  890,917   807,706   45,837   191,836 
Finance lease liabilities 16  295,792   94,269  – –
Loans and borrowings 20  863,994   3,684,945  – –
 
   5,697,064   7,351,415   45,837   191,836
 
Total Liabilities   6,867,677   8,265,622   45,837   191,836 

Total Equity and Liabilities   20,777,869   25,793,427   17,339,541   17,147,006

The accompanying notes form an integral part of the financial statements.

STaTEmENTS Of
fINaNCIal POSITION (cont’d)
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STATEMENTS OF PROFIT OR LOSS AND 
OThEr COmPrEhENSIvE INCOmE
fOr ThE fINaNCIal yEar ENDED 31 DECEmbEr 2014

 Group Company
  2014 2013 2014 2013
 Note RM RM RM RM

Revenue 21  16,926,416   17,154,857   1,496,544   671,584 

Cost of sales   (13,164,299)  (12,523,702) – –

Gross profit   3,762,117   4,631,155   1,496,544   671,584 

Other income   330,393   296,389   24,070  –
  
Administrative expenses   (3,448,043)  (3,808,650)  (1,868,755)  (1,908,688)

Selling and distribution expenses   (4,958,660)  (2,641,585) – –

Other expenses  –  (21,045) – –

Loss from operations   (4,314,193)  (1,543,736)  (348,141)  (1,237,104)

Finance costs 22  (142,717)  (220,601)  (625)  (876)

Loss before taxation 23  (4,456,910)  (1,764,337)  (348,766)  (1,237,980)

Taxation 24  10,064   93,438  – –

Loss for the financial year   (4,446,846)  (1,670,899)  (348,766)  (1,237,980)
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 Group Company
  2014 2013 2014 2013
 Note RM RM RM RM

Other comprehensive
 income
Items that will not be
 reclassified subsequently
 to profit or loss
Revaluation of land and
 buildings (net of tax)  –  – – –

Items that are or may be
 reclassified subsequently
 to profit or loss
Exchange translation
 differences   101,973   (7,077) – –
 
Other comprehensive
 income for the
 financial year   101,973   (7,077) – –

Total comprehensive
 income for the
 financial year   (4,344,873) (1,677,976)  (348,766)  (1,237,980)

Loss for the financial
 year attributable to:
Owners of the Company   (4,444,476)  (1,669,186)  (348,766)  (1,237,980)
Non-controlling interest   (2,370)  (1,713) – –
 
   (4,446,846)  (1,670,899)  (348,766)  (1,237,980)

Total comprehensive
 income attributable to:      
Owners of the Company   (4,342,737)  (1,771,069)  (348,766)  (1,237,980)
Non-controlling interests   (2,136)  (2,707) – –
 
   (4,344,873)  (1,773,776)  (348,766)  (1,237,980)

Loss per share
Basic loss per share (sen) 25(a)  (2.30)  (0.99)
Diluted loss per share (sen) 25(b)  (1.98)  (0.63)

STaTEmENTS Of PrOfIT Or lOSS aND
OThEr COmPrEhENSIvE INCOmE (cont’d)

The accompanying notes form an integral part of the financial statements.
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STATEMENTS OF
ChaNGES IN EquITy
fOr ThE fINaNCIal yEar ENDED 31 DECEmbEr 2014
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STaTEmENTS Of
ChaNGES IN EquITy (cont’d)
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STaTEmENTS Of
ChaNGES IN EquITy (cont’d)

The accompanying notes form an integral part of the financial statements.

 Non-distributable
  Share Share Accumulated Total
  Capital Premium Losses equity
 Note RM RM RM RM
Company

At 1 January 2013   9,635,100   3,751,387   (4,864,437)  8,522,050 

Loss for the financial year, 
 representing total
 comprehensive income
 for the financial year  – –  (1,237,980)  (1,237,980)

Transaction with owners:
 Issuance of shares 14  9,635,100  – –  9,635,100 
 Conversion of warrants 14, 15  20,000   16,000  –  36,000 

Total transaction with owners   9,655,100   16,000  –  9,671,100 

At 31 December 2013   19,290,200   3,767,387   (6,102,417)  16,955,170

At 1 January 2014   19,290,200   3,767,387   (6,102,417)  16,955,170

Loss for the financial year, 
 representing total
 comprehensive income
 for the financial year  – –  (348,766)  (348,766)

Issuance of shares,
 representing total
 transactions with owners  14, 15  237,000   450,300  –  687,300

At 31 December 2014   19,527,200   4,217,687   (6,451,183)  17,293,704
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STATEMENTS OF
CaSh flOWS
fOr ThE fINaNCIal yEar ENDED 31 DECEmbEr 2014

 Group Company
  2014 2013 2014 2013
  RM RM RM RM

Cash flows from operating
 activities     
Loss before taxation   (4,456,910)  (1,764,337)  (348,766)  (1,237,980)

Adjustments for:
Bad debts recovered   (8,050)  (6,940) – –
Deposit forfeited  –  1,625  – –
Depreciation of property, plant
 and equipment   457,052   557,641  – – 
Dividend income  –  (420) – – 
Fair value gain on marketable
 securities  –  (248) – – 
Loss/(Gain) on disposal of:
- Disposal of a subsidiary
 company   130,720  –  (1)  –
- Property, plant and equipment   (56,525)  (141,471) – – 
Inventories written down  –  1,166  – – 
Impairment loss on trade
 receivables   2,103,249  – – –
Interest expenses   110,135   187,074  – – 
Interest income   (35,442)  (16,006)  (126,546)  (111,584)
Reversal of inventories
 written down   (2,385) – – – 
Unrealised (gain)/loss on
 foreign exchange   (109,037)  20,142  – –
Written off of:
- Bad debts   – 30,903 – –
- Inventories   10,680  – – –
- Property, plant and equipment   92   –  – – 

Operating loss before working
 capital changes    (1,856,421)  (1,130,871)  (475,313)  (1,349,564)

Change in working capital:
 Inventories   138,801   (1,140,303) – – 
 Trade receivables   (1,629,565)  (1,398,697) – – 
 Other receivables   48,548   33,224   (12,835)  (40,295)
 Amount owing by subsidiary
  companies   – –  (5,102,524)  (1,362,527)
 Trade payables   881,866   680,374  – –
 Other payables   83,488   181,946   (145,999)  144,925
 
   (476,862)  (1,643,456)  (5,261,358)  (1,257,897)

Cash used in operations   (2,333,283)  (2,774,327)  (5,736,671)  (2,607,461)

 Interest paid   (110,135)  (187,074) – – 
 Tax refund   116,000  –  15,000   –
 Tax paid   (23,880)  (35,900) – –
 
   (18,015)  (222,974)  15,000  – 

Net cash used in operating activities   (2,351,298)  (2,997,301)  (5,721,671)  (2,607,461)
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STaTEmENTS Of
CaSh flOWS (cont’d)

 Group Company
  2014 2013 2014 2013
 Note RM RM RM RM

Cash flows from Investing
 Activities
Interest received   35,442   16,006   126,546   111,584 
Net cash outflows from
 disposal of a subsidiary
 company 5  (8,918) – – –
Purchase of property, plant 
 and equipment 4(c)  (180,727)  (134,810) – –
Proceeds from disposal of
 marketable securities  –  125,813  – –
Proceeds from disposal of
 investment in a subsidiary
 company  – –  1  – 
Proceeds from disposal of
 property, plant and equipment   56,525   294,620  – –

Net cash (used in)/from
 investing activities   (97,678)  301,629   126,547   111,584 

Cash flows from financing
 activities
Proceeds from issuance of
 shares 14, 15  687,300   9,671,100   687,300   9,671,100 
Withdrawal of fixed deposit
 pledged  –  191,000  – –
Repayment of bankers’ 
 acceptance   (692,000)  (730,000) – – 
Repayment of finance lease
 liabilities   (150,411)  (295,491) – – 
Repayment of term loans  –  (285,795) – – 

Net cash (used in)/from
 financing activities    (155,111)  8,550,814   687,300   9,671,100 

Net (decrease)/increase in
 cash and cash equivalents   (2,604,087)  5,855,142   (4,907,824)  7,175,223 
Cash and cash equivalents   
 at beginning of the
 financial year  5,828,470   (22,670)  7,191,010   15,787
Effect of changes in
 exchange rates   8,295   (4,002) – –

Cash and cash equivalents
 at end of the financial year  3,232,678   5,828,470   2,283,186   7,191,010

Cash and cash equivalents 
 at the end of the financial
 year comprise:
Cash and bank balances   4,096,672   8,807,431   2,283,186   7,191,010 
Bank overdraft 20  (863,994) (2,992,945) – – 
Current assets classified as
 held for sale 13 –  13,984  – –
 
   3,232,678   5,828,470   2,283,186   7,191,010 

The accompanying notes form an integral part of the financial statements.
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NOTES TO THE  
fINaNCIal STaTEmENTS

1. CORPORATE INFORMATION

 The Company is a public limited liability company, incorporated and domiciled in Malaysia was and is listed 
on the ACE Market of Bursa Malaysia Securities Berhad.

 The principal place of business of the Company is located at No. 28, Jalan Canggih 1, Taman Perindustrian 
Cemerlang, 81800 Ulu Tiram, Johor Bahru.

 The registered office of the Company is located at Lot 6.05 Level 6, KPMG Tower, 8 First Avenue, Bandar 
Utama, 47800 Petaling Jaya, Selangor.

 The principal activities of the Company consist of provision of management services and investment holding. 
The principal activities of the subsidiary companies are disclosed in Note 5. There have been no significant 
changes in the nature of these activities during the financial year.

2. BASIS OF PREPARATION 

(a) Statement of compliance

 The financial statements of the Group and of the Company have been prepared in accordance with 
Malaysian Financial Reporting Standards (“MFRSs”), International Financial Reporting Standards and 
the requirements of the Companies Act, 1965 in Malaysia.

 The financial statements of the Group and of the Company have been prepared under the historical 
cost convention, unless otherwise indicated in the significant accounting policies below.

 Adoption of new and amended standards and IC Interpretation

 During the financial year, the Group and the Company have adopted the following amendments to 
MFRSs and IC Interpretation issued by the Malaysian Accounting Standards Board (“MASB”) that are 
mandatory for current financial year:

Amendments to MFRS 10, Investment Entities
 MFRS 12 and MFRS 127 
Amendments to MFRS 132 Offsetting Financial Assets and Financial Liabilities
Amendments to MFRS 136 Recoverable Amount Disclosures for Non-Financial
   Assets 
Amendments to MFRS 139 Novation of Derivatives and Continuation of Hedge
   Accounting
IC Interpretation 21 Levies

 Adoption of above amendments to MFRSs and IC Interpretation did not have any significant impact 
on the financial statements of the Group and of the Company.
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NOTES TO ThE
fINaNCIal STaTEmENTS (cont’d)

2. BASIS OF PREPARATION (CONT’D)

(a) Statement of compliance (cont’d)

 Standards issued but not yet effective

 The Group and the Company have not applied the following new MFRSs and amendments to MFRSs 
that have been issued by the MASB but are not yet effective for the Group and the Company:

   Effective dates for
   financial periods
   beginning on or after

Amendments to MFRS 119 Defined Benefits Plans: 1 July 2014
    Employee Contributions 
Annual Improvements to MFRSs 2010 - 2012 Cycle 1 July 2014
Annual Improvements to MFRSs 2011 - 2013 Cycle 1 July 2014
MFRS 14 Regulatory Deferral Accounts 1 January 2016
Amendments to MFRS 11 Accounting for Acquisitions 1 January 2016
   of Interests in Joint
   Operations 
Amendments to MFRS 116 Clarification of Acceptable 1 January 2016
 and MFRS 138  Methods of Depreciation 
   and Amortisation 
Amendments to MFRS 116 Agriculture: Bearer Plants 1 January 2016
 and MFRS 141  
Amendments to MFRS 127 Equity Method in Separate 1 January 2016
    Financial Statements 
Amendments to MFRS 10 Sale or Contribution of 1 January 2016
 and MFRS 128  Assets between an Investor
   and its Associate or Joint
   Venture 
Annual Improvements to MFRSs 2012 - 2014 Cycle 1 January 2016
Amendments to MFRS 10, Investment Entities: Applying 1 January 2016
 MFRS 12 and MFRS 128  the Consolidation Exception 
MFRS 15  Revenue from Contracts with 1 January 2017
   Customers 
MFRS 9 Financial Instruments (IFRS 9 1 January 2018
   issued by IASB in July 2014)

 The Group and the Company intend to adopt the above MFRSs when they become effective.
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NOTES TO ThE
fINaNCIal STaTEmENTS (cont’d)

2. BASIS OF PREPARATION (CONT’D)

(a) Statement of compliance (cont’d)

 Standards issued but not yet effective (cont’d)

 The initial application of the abovementioned MFRSs are not expected to have any significant impacts 
on the financial statements of the Group and of the Company except as mentioned below:

 MFRS 9 Financial Instruments (IFRS 9 issued by IASB in July 2014)

 MFRS 9 (IFRS 9 issued by IASB in July 2014) replaces earlier versions of MFRS 9 and introduces a 
package of improvements which includes a classification and measurement model, a single forward 
looking ‘expected loss’ impairment model and a substantially reformed approach to hedge accounting. 
MFRS 9 when effective will replace MFRS 139 Financial Instruments: Recognition and Measurement.

 MFRS 9 retains but simplifies the mixed measurement model and establishes three primary measurement 
categories for financial assets: amortised cost, fair value through other comprehensive income and 
fair value through profit or loss. The basis of classification depends on the entity’s business model and 
the contractual cash flow characteristics of the financial asset. Investments in equity instruments are 
required to be measured at fair value through profit or loss with the irrevocable option at inception to 
present changes in fair value in other comprehensive income not recycling. There is now a new expected 
credit losses model that replaces the incurred loss impairment model used in MFRS 139. For financial 
liabilities there were no changes to classification and measurement except for the recognition of changes 
in own credit risk in other comprehensive income, for liabilities designated at fair value through profit 
or loss. MFRS 9 relaxes the requirements for hedge effectiveness by replacing the bright line hedge 
effectiveness tests. It requires an economic relationship between the hedged item and hedging instrument 
and for the ‘hedged ratio’ to be the same as the one management actually use for risk management 
purposes. Contemporaneous documentation is still required but is different to that currently prepared 
under MFRS 139.

 MFRS 15 Revenue from Contracts with Customers

 MFRS 15 deals with revenue recognition and establishes principles for reporting useful information to 
users of financial statements about the nature, amount, timing and uncertainty of revenue and cash 
flows arising from an entity’s contracts with customers. Revenue is recognised when a customer obtains 
control of a good or service and thus has the ability to direct the use and obtain the benefits from the 
good or service. The standard replaces MFRS 118 Revenue, MFRS 111 Construction Contracts and 
related IC Interpretations. The Group is in the process of assessing the impact of this Standard.

(b) Functional and presentation currency

 These financial statements are presented in Ringgit Malaysia (RM), which is the Company’s functional 
currency and all values have been rounded to the nearest RM except when otherwise stated.

SERSOL BERHAD | annual report 201456



NOTES TO ThE
fINaNCIal STaTEmENTS (cont’d)

2. BASIS OF PREPARATION (CONT’D)

(c) Significant accounting judgements, estimates and assumption

 The preparation of the Group’s financial statements requires management to make judgements, estimates 
and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and 
the disclosure of contingent liabilities at the end of the reporting period. However, uncertainty about 
these assumptions and estimates could result in outcomes that could require a material adjustment to 
the carrying amount of the asset or liability affected in the future.

 Key sources of estimation uncertainty

 The key assumptions concerning the future and other key sources of estimation uncertainty at the end 
of the reporting period, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next reporting period are set out below:

 Useful lives of property, plant and equipment (Note 4)

 The Group regularly review the estimated useful lives of property, plant and equipment based on factors 
such as business plan and strategies, expected level of usage and future technological developments. 
Future results of operations could be materially affected by changes in these estimates brought about 
by changes in the factors mentioned above. A reduction in the estimated useful lives of property, plant 
and equipment would increase the recorded depreciation and decrease the value of property, plant 
and equipment.

 Impairment of investment in subsidiary companies

 The Company has recognised impairment loss in respect of its investments in subsidiary companies. 
The Company carried out the impairment test based on the estimation of the higher of the value-in-use 
or the fair value less cost to sell of the cash-generating units to which the investments in subsidiary 
companies belong to. Estimating the recoverable amount requires the Company to make an estimate 
of the expected future cash flows from the cash-generating units and also to determine a suitable 
discount rate in order to calculate the present value of those cash flows.

 The carrying amount at the end of the reporting period for investments in subsidiary companies is 
disclosed in Note 5.

 Inventories valuation

 Inventories are measured at the lower of cost and net realisable value. The Group estimates the net 
realisable value of inventories based on an assessment of expected sales prices. Demand levels and 
pricing competition could change from time to time. If such factors result in an adverse effect on the 
Group’s products, the Group might be required to reduce the value of its inventories. Details of inventories 
are disclosed in Note 8.

 Impairment of loans and receivables

 The Group assesses at end of each reporting period whether there is any objective evidence that a 
receivable is impaired. To determine whether there is objective evidence of impairment, the Group 
considers factors such as the probability of insolvency or significant financial difficulties of the receivable 
and default or significant delay in payments.

 Where there is objective evidence of impairment, the amount and timing of future cash flows are 
estimated based on historical loss experience for assets with similar credit risk characteristics. The 
carrying amounts at the end of the reporting period for loans and receivables are disclosed in Notes 9, 
10 and 11 respectively.
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NOTES TO ThE
fINaNCIal STaTEmENTS (cont’d)

2. BASIS OF PREPARATION (CONT’D)

(c) Significant accounting judgements, estimates and assumption (cont’d)

 Income taxes

 Judgment is involved in determining the provision for income taxes. There are certain transactions 
and computations for which the ultimate tax determination is uncertain during the ordinary course of 
business.

 The Group recognises liabilities for expected tax issues based on estimates of whether additional taxes 
will be due. Where the final tax outcome of these matters is different from the amounts that were initially 
recognised, such differences will impact the income tax and deferred tax provisions in the period in 
which such determination is made. Details of income tax expense are disclosed in Note 24.

 Fair value of financial instruments

 Management uses valuation techniques in measuring the fair value of financial instruments where active 
market quotes are not available. Details of the assumptions used are given in the Note 31(c) regarding 
financial assets and liabilities. In applying the valuation techniques management makes maximum use 
of market inputs, and uses estimates and assumptions that are, as far as possible, consistent with 
observable data that market participants would use in pricing the instrument. Where applicable data 
is not observable, management uses its best estimate about the assumptions that market participants 
would make. These estimates may vary from the actual prices that would be achieved in an arm’s length 
transaction at the end of the reporting period.

3. SIGNIFICANT ACCOUNTING POLICIES

 The Group and the Company apply the significant accounting policies set out below, consistently throughout 
all periods presented in the financial statements unless otherwise stated. 

(a) Basis of consolidation

(i) Subsidiary companies

 Subsidiary companies are all entities (including structured entities) over which the Group has 
control. The Group controls an entity when the Group is exposed to, or has rights to, variable 
returns from its involvement with the entity and has the ability to affect those returns through its 
power over the entity. Subsidiary companies are fully consolidated from the date on which control 
is transferred to the Group. They are deconsolidated from the date that control ceases.

 Acquisition-related costs are expensed off in profit or loss as incurred.

 If the business combination is achieved in stages, previously held equity interest in the acquiree 
is re-measured at its acquisition date fair value and the resulting gain or loss is recognised in 
profit or loss.

 Any contingent consideration to be transferred by the Group is recognised at fair value at the 
acquisition date. Subsequent changes to the fair value of the contingent consideration that is 
deemed to be an asset or liability is recognised in accordance with MFRS 139 Financial Instruments: 
Recognition and Measurement either in profit or loss or other comprehensive income. Contingent 
consideration that is classified as equity is not re-measured, and its subsequent settlement is 
accounted for within equity.
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