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18. RELATED PARTY TRANSACTIONS 
 

On 1 July 2022, Aresys Ind (whereby Mr Pang is a Director and major shareholder) had sub-
contracted its remaining subsisting MES solutions orders (comprising 2 orders) to the Group with 
an aggregate contract value of RM0.5 million. This arrangement was made in accordance with 
Mr Pang’s undertaking letter dated 22 September 2022 (which superseded his undertaking letter 
dated 1 July 2022) whereby Mr Pang had undertaken not to carry on the trade and business in 
relation to MES and/or IoT related products and/or services which is in competition with the Group. 
For avoidance of doubt, such sub-contract arrangement will not apply for all future MES and/or 
IoT orders/contracts as these future orders/contracts will be undertaken directly by the Group. 
For information, the 2 orders sub-contracted by Aresys Ind had been completed in December 
2022. 
 
Save for the above, there is no other related party transaction and recurrent related party 
transaction, existing or proposed, entered or to be entered into by the Group which involve the 
interests, direct or indirect, of the Group’s Directors, major shareholders and/or persons 
connected with them for the FYE 30 June 2017, FYE 30 June 2018, 18-month FPE 31 December 
2019, FYE 31 December 2020, FYE 31 December 2021 and FYE 31 December 2022. 
 
For information, the table below sets out the advances made from Directors of the Company to 
the Group for the FYE 30 June 2017, FYE 30 June 2018, 18-month FPE 31 December 2019, 
FYE 31 December 2020, FYE 31 December 2021 and FYE 31 December 2022:- 
 
 Audited 
 

FYE 30 
June 2017 

FYE 30 
June 2018 

18-month 
FPE 31 

December 
2019 

FYE 31 
December 

2020 

FYE 31 
December 

2021 

FYE 31 
December 

2022 
 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 
       
Advances from 
Directors of the 
Company 

      

- Mr Pang - - - -  412 - 

- Dato’ Tan - - - - 762 - 
- Tan Ee Ern - - - - * - 
 
Note:- 
 
* Less than RM1,000. 
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18. RELATED PARTY TRANSACTIONS 
 

On 1 July 2022, Aresys Ind (whereby Mr Pang is a Director and major shareholder) had sub-
contracted its remaining subsisting MES solutions orders (comprising 2 orders) to the Group with 
an aggregate contract value of RM0.5 million. This arrangement was made in accordance with 
Mr Pang’s undertaking letter dated 22 September 2022 (which superseded his undertaking letter 
dated 1 July 2022) whereby Mr Pang had undertaken not to carry on the trade and business in 
relation to MES and/or IoT related products and/or services which is in competition with the Group. 
For avoidance of doubt, such sub-contract arrangement will not apply for all future MES and/or 
IoT orders/contracts as these future orders/contracts will be undertaken directly by the Group. 
For information, the 2 orders sub-contracted by Aresys Ind had been completed in December 
2022. 
 
Save for the above, there is no other related party transaction and recurrent related party 
transaction, existing or proposed, entered or to be entered into by the Group which involve the 
interests, direct or indirect, of the Group’s Directors, major shareholders and/or persons 
connected with them for the FYE 30 June 2017, FYE 30 June 2018, 18-month FPE 31 December 
2019, FYE 31 December 2020, FYE 31 December 2021 and FYE 31 December 2022. 
 
For information, the table below sets out the advances made from Directors of the Company to 
the Group for the FYE 30 June 2017, FYE 30 June 2018, 18-month FPE 31 December 2019, 
FYE 31 December 2020, FYE 31 December 2021 and FYE 31 December 2022:- 
 
 Audited 
 

FYE 30 
June 2017 

FYE 30 
June 2018 

18-month 
FPE 31 

December 
2019 

FYE 31 
December 

2020 

FYE 31 
December 

2021 

FYE 31 
December 

2022 
 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 
       
Advances from 
Directors of the 
Company 

      

- Mr Pang - - - -  412 - 

- Dato’ Tan - - - - 762 - 
- Tan Ee Ern - - - - * - 
 
Note:- 
 
* Less than RM1,000. 
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The salient terms below are reflected throughout all the Subscription Agreements.   
 
(i) Subscription Price 
 

Subject to the terms and conditions of the Subscription Agreement, the Company agrees to issue 
to Subscribers and the Subscribers agrees to subscribe for a total of 60,000,000 Subscription 
Shares at the subscription price of RM0.08 per Subscription Share as follows:- 

 
 

Subscriber 
Number of 

Subscription Shares 
Total sum 

subscribed 
   

(a) Tan Sri Syed Zainal 30,000,000 RM2,400,000.00 
   
(b) Mr Pang 16,000,000 RM1,280,000.00 
   
(c) Mr Low  14,000,000 RM1,120,000.00 

 60,000,000 RM4,800,000.00 

 
(ii) Conditions precedent 
 
 The allotment and issuance of the Subscription Shares is subject to the following conditions being 

fulfilled:- 
 

(a) the Company obtaining the approval of its shareholders for the issue and allotment of the 
Subscription Shares in accordance with the terms and conditions contained in the 
Subscription Agreement;   

 
(b) the Company obtaining the approval-in-principle of Bursa Securities for the listing and 

quotation of the Subscription Shares on the Main Market of Bursa Securities; and 
 

(c) the completion of the capital reduction exercise to be carried out by the Company 
pursuant to Section 116 of the Act to reduce the share capital of the Company.  

 The Conditions Precedent shall be satisfied on or before 14 October 2023 (“Cut-Off Date”). 
Thereafter, the parties may (before or on expiry of the Cut-Off Date) have an extension(s) of time 
as may be agreed between the parties to comply with the Conditions Precedent. If the Conditions 
Precedent has not been fulfilled on the expiry of the Cut-Off Date or such extension of time agreed 
between the parties, then the Subscription Agreement shall lapse and cease to have any further 
force or effect and none of the parties shall have any further rights against the other(s). 

 
 The Subscription Agreement shall become unconditional on the date of which the last of the 

Conditions Precedent is fulfilled or obtained (“Unconditional Date”).  
 
(iii) Completion and Payment 
 
 Within 5 business days of the Unconditional Date, the Subscriber shall:- 
 

(a) Deposit with the Malacca Securities as the placement agent (“Placement Agent”) the 
total Subscription Price (“Payment Date”) by way of telegraphic transfer to a bank 
account nominated by the Placement Agent and notified to the parties at least 5 business 
days prior to the Payment Date; and  
 

(b) Notify the Company in writing of the details of Subscriber’s stockbrokers and the 
particulars of the securities account into which the Subscription Shares are to be credited.  
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 Upon the Placement Agent receiving the total Subscription Price and within 5 business days from 
the Payment Date: 

 
(a) the Placement Agent shall confirm to the Company of such receipt;  

 
(b) the Company shall allot and issue the Subscription Shares to the Subscriber;  

 
(c) the Company shall deliver or caused to be delivered to Bursa Depository the share 

certificates for the Subscription Shares registered in the name of Bursa Depository;  
 

(d) the Company shall instruct and procure Bursa Depository to credit the securities account 
of the Subscriber with the Subscription Shares; and 
 

(e) the Company shall procure the listing of the Subscription Shares on the Main Market of 
Bursa Securities.  

 
 Completion of the subscription of the Subscription Shares for the Subscription Price will take 

place on the listing date of the Subscription Shares on the Main Market of Bursa Securities 
(“Completion”). On Completion, the Placement Agent shall be authorised by the parties release 
the Subscription Price to the Company. 

 
(iv) Default 
 
 In the event that the Subscriber shall for any reason fail or refuse to complete the subscription of 

the Subscription Shares under the terms of the Subscription Agreement or Subscriber fails to 
comply with all the obligations or stipulations contained or defaults in the Subscription Agreement 
and does not remedy the same to the satisfaction of the Company within 14 days from the date 
of receipt of written notice by the Company or such breach is not waived by the Company at its 
absolute discretion, the Company shall be entitled to, without prejudice to its other rights and 
remedies including its right to sue for specific performance of the Subscription Agreement or to 
terminate the Subscription Agreement and recover all amounts actually paid and expanded 
pursuant to or arising from the Subscription Agreement.  
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 Upon the Placement Agent receiving the total Subscription Price and within 5 business days from 
the Payment Date: 

 
(a) the Placement Agent shall confirm to the Company of such receipt;  

 
(b) the Company shall allot and issue the Subscription Shares to the Subscriber;  

 
(c) the Company shall deliver or caused to be delivered to Bursa Depository the share 

certificates for the Subscription Shares registered in the name of Bursa Depository;  
 

(d) the Company shall instruct and procure Bursa Depository to credit the securities account 
of the Subscriber with the Subscription Shares; and 
 

(e) the Company shall procure the listing of the Subscription Shares on the Main Market of 
Bursa Securities.  

 
 Completion of the subscription of the Subscription Shares for the Subscription Price will take 

place on the listing date of the Subscription Shares on the Main Market of Bursa Securities 
(“Completion”). On Completion, the Placement Agent shall be authorised by the parties release 
the Subscription Price to the Company. 

 
(iv) Default 
 
 In the event that the Subscriber shall for any reason fail or refuse to complete the subscription of 

the Subscription Shares under the terms of the Subscription Agreement or Subscriber fails to 
comply with all the obligations or stipulations contained or defaults in the Subscription Agreement 
and does not remedy the same to the satisfaction of the Company within 14 days from the date 
of receipt of written notice by the Company or such breach is not waived by the Company at its 
absolute discretion, the Company shall be entitled to, without prejudice to its other rights and 
remedies including its right to sue for specific performance of the Subscription Agreement or to 
terminate the Subscription Agreement and recover all amounts actually paid and expanded 
pursuant to or arising from the Subscription Agreement.  
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The salient terms of the Warrants are as follows:- 
 
Terms  Details 

 
Issue size : Up to 118,329,650 Warrants. 

 
Tenure : 5 years 

 
Form : The Warrants will be constituted by the Deed Poll to be executed by 

FSBM. 
 

Detachability : The Warrants are immediately detachable upon allotment and issue of 
the Rights Shares. The Warrants will be traded separately. 
 

Exercise Price : RM0.05, being the amount payable for every new FSBM Share to be 
subscribed pursuant to an exercise of a Rights Warrant.  
 
The Exercise Price and the number of outstanding Warrants shall 
however be subject to the adjustments in accordance with the terms and 
provisions of the Deed Poll during the Exercise Period. 
 

Exercise Period : The period commencing on and including the date of issuance of the 
Warrants and ending at the close of business at 5.00 p.m. in Kuala 
Lumpur, on the date preceding the 5th anniversary of the date of 
issuance, or if such is not a day on which the stock market of Bursa 
Securities is open for trading of securities (“Market Day”), then it shall 
be the Market Day immediately preceding the said non-Market Day 
(“Exercise Period”). 
 

Exercise Rights : The rights conferred on a Warrant holder to subscribe for 1 new FSBM 
Share for each Warrant at any time during the Exercise Period and at 
the Exercise Price subject to the Deed Poll. 
 

Board Lot : The Warrants are tradeable upon listing in board lots of 100 units 
carrying rights to subscribe for 100 new FSBM Shares at any time during 
the Exercise Period or such other number of units as may be prescribed 
by Bursa Securities. 
 

Ranking of Warrants : The Warrants shall as between the Warrant holders rank pari passu and 
rateably in all aspects amongst themselves. 
 

Ranking of new FSBM 
Shares to be issued 
pursuant to exercise of 
Warrants 

: The new FSBM Shares to be issued arising from the exercise of the 
Warrants shall, upon allotment and issuance, rank equally in all respects 
with the existing FSBM Shares, save and except that the new FSBM 
Shares to be issued arising from the exercise of the Warrants shall not 
be entitled to any dividends, rights, allotments and/or any other forms of 
distribution that may be declared, made or paid for which the entitlement 
date precedes the date of allotment and issuance of such new FSBM 
Shares. 
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Terms  Details 
 

Rights of the Warrant  
holders 

: The Warrants do not confer on their holders any voting rights or any right 
to participate in any form of distribution and/or offer of further securities 
in the Company until and unless such holders of Warrants exercise their 
Warrants for new Shares in accordance with the provisions of the Deed 
Poll and such new Shares have been allotted and issued to such 
holders. 
 

Rights of the Warrant 
holders in the event of 
winding up, liquidation, 
compromise and/or 
arrangement 
 

: Where a resolution has been passed for a members’ voluntary winding-
up of the Company, or where there is a compromise or arrangement, 
whether or not for the purpose of or in connection with a scheme for the 
reconstruction of the Company or the amalgamation of the Company 
with 1 or more companies, then:- 
 
(i) for the purposes of such winding-up, compromise or arrangement 

(other than a consolidation, amalgamation or merger in which the 
Company is the continuing corporation) to which the holders of 
the Warrants (or some other persons designated by them for such 
purpose by special resolution) shall be a party, the terms of such 
winding-up, compromise or arrangement shall be binding on all 
the holders of the Warrants; and 
 

(ii) in any other cases, every Warrant holder shall be entitled to 
exercise his/her Warrants at any time within 6 weeks after the 
passing of such resolution for a members’ voluntary winding up 
of the Company or within 6 weeks after the granting of the court 
order approving the winding-up, compromise or arrangement, 
whereupon the Company shall allot the relevant new Shares to 
the Warrant holder credited as fully paid subject to the prevailing 
laws, and such Warrant holder shall be entitled to receive out of 
the assets of the Company which would be available in liquidation 
if he/she had on such date been the holder of the new Shares to 
which he/she would have become entitled pursuant to such 
exercise and the liquidator of the Company shall give effect to 
such election accordingly. Upon the expiry of the above 6 weeks, 
all subscription rights of the Warrants shall lapse and cease to be 
valid for any purpose. 

 
Adjustments to the 
Exercise Price and/or 
the number of 
Warrants  
 

: Subject to the provisions of the Deed Poll, the Exercise Price and/or the 
number of unexercised Warrants in issue may be subject to adjustments 
by the Board in consultation with an approved adviser appointed by the 
Company or the auditors in the event of any alteration in the share 
capital of the Company at any time during the tenure of the Warrants, 
whether by way of, amongst others, rights issue, bonus issue, 
consolidation of shares, subdivision of shares or reduction of capital, in 
accordance with the provisions of the Deed Poll. 
 
Any adjustment to the exercise price and/or number of Warrants must 
be done in full compliance with Paragraph 6.54(3)(b) of the Listing 
Requirements, which states that a deed poll or trust deed must not 
include any provision for changes to the number of shares received for 
the exercise or conversion of each convertible security or changes to the 
pricing mechanism for the exercise or conversion price of the convertible 
security, except where these changes are adjustments following 
capitalisation issues, rights issue, bonus issue, consolidation or 
subdivision of shares or capital reduction exercises. 
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Terms  Details 
 

Rights of the Warrant  
holders 

: The Warrants do not confer on their holders any voting rights or any right 
to participate in any form of distribution and/or offer of further securities 
in the Company until and unless such holders of Warrants exercise their 
Warrants for new Shares in accordance with the provisions of the Deed 
Poll and such new Shares have been allotted and issued to such 
holders. 
 

Rights of the Warrant 
holders in the event of 
winding up, liquidation, 
compromise and/or 
arrangement 
 

: Where a resolution has been passed for a members’ voluntary winding-
up of the Company, or where there is a compromise or arrangement, 
whether or not for the purpose of or in connection with a scheme for the 
reconstruction of the Company or the amalgamation of the Company 
with 1 or more companies, then:- 
 
(i) for the purposes of such winding-up, compromise or arrangement 

(other than a consolidation, amalgamation or merger in which the 
Company is the continuing corporation) to which the holders of 
the Warrants (or some other persons designated by them for such 
purpose by special resolution) shall be a party, the terms of such 
winding-up, compromise or arrangement shall be binding on all 
the holders of the Warrants; and 
 

(ii) in any other cases, every Warrant holder shall be entitled to 
exercise his/her Warrants at any time within 6 weeks after the 
passing of such resolution for a members’ voluntary winding up 
of the Company or within 6 weeks after the granting of the court 
order approving the winding-up, compromise or arrangement, 
whereupon the Company shall allot the relevant new Shares to 
the Warrant holder credited as fully paid subject to the prevailing 
laws, and such Warrant holder shall be entitled to receive out of 
the assets of the Company which would be available in liquidation 
if he/she had on such date been the holder of the new Shares to 
which he/she would have become entitled pursuant to such 
exercise and the liquidator of the Company shall give effect to 
such election accordingly. Upon the expiry of the above 6 weeks, 
all subscription rights of the Warrants shall lapse and cease to be 
valid for any purpose. 

 
Adjustments to the 
Exercise Price and/or 
the number of 
Warrants  
 

: Subject to the provisions of the Deed Poll, the Exercise Price and/or the 
number of unexercised Warrants in issue may be subject to adjustments 
by the Board in consultation with an approved adviser appointed by the 
Company or the auditors in the event of any alteration in the share 
capital of the Company at any time during the tenure of the Warrants, 
whether by way of, amongst others, rights issue, bonus issue, 
consolidation of shares, subdivision of shares or reduction of capital, in 
accordance with the provisions of the Deed Poll. 
 
Any adjustment to the exercise price and/or number of Warrants must 
be done in full compliance with Paragraph 6.54(3)(b) of the Listing 
Requirements, which states that a deed poll or trust deed must not 
include any provision for changes to the number of shares received for 
the exercise or conversion of each convertible security or changes to the 
pricing mechanism for the exercise or conversion price of the convertible 
security, except where these changes are adjustments following 
capitalisation issues, rights issue, bonus issue, consolidation or 
subdivision of shares or capital reduction exercises. 
 
 

APPENDIX III – SALIENT TERMS OF THE WARRANTS (CONT’D) 

142 
 

Terms  Details 
 

Modification : The Company may, from time to time, subject to the terms and 
conditions of the Deed Poll, without the consent or sanction of the 
warrant holders, modify, amend or add to the Deed Poll, if such 
modification, amendment or addition made does not materially prejudice 
the interests of the Warrant holders or is made to correct a manifest error 
or to comply with the prevailing laws of Malaysia. 
 

Listing : The Warrants and new FSBM Shares to be issued from the exercise of 
the Warrants will be listed on the Main Market of Bursa Securities. 
 
Approval will be obtained from Bursa Securities for the admission of 
Warrants to the Official List of Bursa Securities and for the listing of and 
quotation for the Warrants and new FSBM Shares to be issued from the 
exercise of the Warrants on the Main Market of Bursa Securities. 
 

Governing Law : Laws of Malaysia 
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 b
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 c
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 c
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at
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 b
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 b
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FSBM HOLDINGS BERHAD 
603, Block A, Phileo Damansara 1 
No. 9, Jalan 16/11, Off Jalan Damansara  
46350 Petaling Jaya, Selangor, Malaysia 

 

Dear Sirs, 

INDUSTRY OVERVIEW ON THE INFORMATION TECHNOLOGY (“IT”) SERVICES INDUSTRY IN 
MALAYSIA IN RELATION TO THE PROPOSED REGULARISATION PLAN OF FSBM HOLDINGS 
BERHAD (“PROPOSED REGULARISATION PLAN”) 

PROVIDENCE STRATEGIC PARTNERS SDN BHD (“PROVIDENCE”) has prepared this Industry 
Overview on the IT Services Industry in relation to the Proposed Regularisation Plan. 

PROVIDENCE has taken prudent measures to ensure reporting accuracy and completeness by adopting 
an independent and objective view of these industries within the confines of secondary statistics, primary 
research and evolving industry dynamics. We believe that this IMR report presents a balanced view of 
the industries within the limitations of, among others, secondary statistics and primary research, and does 
not purport to be exhaustive. 

 

For and on behalf of PROVIDENCE: 

 

MELISSA LIM 
EXECUTIVE DIRECTOR 

 

About PROVIDENCE STRATEGIC PARTNERS SDN BHD: 

PROVIDENCE is an independent research and consulting firm based in Petaling Jaya, Selangor, 
Malaysia. Since our inception in 2017, PROVIDENCE has been involved in the preparation of independent 
market research reports for capital market exercises. Our reports aim to provide an independent 
assessment of industry dynamics, encompassing aspects such as industry performance, demand and 
supply conditions and competitive landscape. 

About MELISSA LIM: 

Melissa Lim is the Executive Director of PROVIDENCE. She has more than 10 years of experience in 
market research for capital market exercises. Melissa Lim holds a Bachelor of Commerce (Double major 
in Marketing and Management) from Murdoch University, Australia.
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1 IT SERVICES INDUSTRY IN MALAYSIA 
IT services refer to the provision of professional services supporting IT solutions, including design and 
development of IT solutions, maintenance services, refurbishment of IT equipment and managed IT 
services.  

The IT services industry in Malaysia, as measured by spending on IT services, grew from RM11.7 billion 
in 2015 to an estimated RM15.3 billion in 2022 at a CAGR of 3.9%. Moving forward, the IT services 
industry in Malaysia is forecast to grow by a further CAGR of 4.8%, from an estimated RM15.3 billion in 
2022 to RM16.8 billion in 2024. 

 

IT services industry size in Malaysia 

 
Note: (f) - Forecast 

Source: Gartner, PROVIDENCE 

 

The growth of the IT services industry in Malaysia is driven by: 

(i) The digitalisation of the economy, leading to demand for IT hardware 

The digitalisation of the economy is known as the “Digital Economy”, which refers to the increasing 
adoption and utilisation of IT solutions in carrying out day-to-day operational tasks across various 
economic sectors in order to improve efficiency and facilitate globalisation. The pervasive impact 
of the Digital Economy can be observed throughout various economic sectors including the banking 
sector (where cash-based transactions have shifted to online based transactions) and retail sector 
(where stores are no longer limited to physical outlets but also e-commerce platforms). In Malaysia, 
the contribution of the Digital Economy to the country’s gross domestic product (GDP) has grown 
from 18.2% in 2016 to 19.9% in 2019.1  

The Coronavirus disease (“COVID-19”) pandemic has also played a part in driving the Digital 
Economy. In order to curb the spread of COVID-19, national lockdown measures were imposed 
globally, including in Malaysia, and this forced corporations and organisations to adapt to work-
from-home arrangements. Thus, technological solutions such as file sharing, messaging platforms, 
video conferencing and project management tools became a necessity in facilitating collaboration.  

 
1 Source: Department of Statistics, Malaysia 
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The Digital Economy is expected to expand in the country and as such, the demand for IT platforms 
are expected to increase. As the demand for IT platforms increases, this will also lead to a greater 
need for IT services to design and develop these IT platforms.  

 

(ii) Growing e-commerce transactions will encourage a shift towards retailing products via e-
commerce  
 

E-commerce refers to the sale and purchase of products and services via the Internet. The e-
commerce market size in Malaysia, as depicted by e-commerce transaction values in the country, 
increased from RM195.1 billion in 2015 to an estimated RM454.7 billion in 2022 at CAGR of 12.8%.2 
The recent and on-going COVID-19 pandemic led to the implementation of national lockdown 
policies in Malaysia which restricted travel, movement and/or business activities. As a result, 
consumers have been spending more time on the Internet to purchase products, and this has led 
to higher number of e-commerce transactions in 2020 and 2021. 

The growth of the e-commerce market has been, and is expected to continue to be, driven by the 
growing broadband penetration, proliferation of mobile devices and increased acceptance of digital 
payments in the country. 

As the e-commerce market continue to grow, an increasing number of corporations and 
organisations are expected to adopt e-commerce as a means to retail their products and services. 
This is expected to increase the need for IT services to design and develop e-commerce platforms. 

 

(iii) Shift towards smart factories to fully automate operations  
 

Smart factories refer to production facility environments where machinery and equipment are 
interconnected using IoT technology. The interconnectivity of machinery and equipment enables 
automation of not only the manufacturing processes but also all other processes in the production 
facility, from the receipt of raw materials and supplies to the production and assembly of end-
products.  
 
Minimal human intervention is required to operate such a production facility, as workers can 
remotely supervise, monitor and control the operations of the entire production facility from a control 
room. Further, smart factory solutions also enable data to be shared throughout the organisation, 
enabling the organisation to make better business decisions, identify areas of concern or 
improvement as well as better utilisation of resources. 

The need for such level of automation was notable during the COVID-19 pandemic in 2020, and is 
still on-going, where many organisations were forced to adapt to remote working arrangements due 
to lockdowns imposed to curb the spread of virus, and reduce reliance on human resources.  

As the companies involved in manufacturing activities begin to digitalise their operations and shift 
towards smart factories, new smart manufacturing solutions are expected to be in demand to 
enable this shift. This is thus expected to lead to an increase in demand for IT services to design, 
develop and implement these solutions.  

 

(iv) The rapid pace of technological evolution 

The evolution of the ICT sector which has given rise to technological concepts such as big data, 
artificial intelligence and IoT is leading to a shift in the way businesses are operated today. Big data 
refers to the technology of managing and processing large data sets within a short time frame. 
Meanwhile, artificial intelligence describes technology that can turn data analysis into meaningful 

 
2 Source: Department of Statistics Malaysia (“DOSM”), PROVIDENCE analysis 
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solutions. The IoT refers to a network of devices and sensors that are able to communicate and 
transfer data between them and other parties in a seamless manner.  
 

Under the 11th Malaysia Plan, the Government of Malaysia (herein referred to as “the 
Government”) has announced several initiatives to grow these technologies within Malaysia. The 
National IoT Strategic Framework estimates that the market for IoT in Malaysia will reach RM9.8 
billion in 2020. Meanwhile, the Government intends to accelerate the adoption of big data through 
the National Big Data Analytics Framework which would spur demand for big data in all sectors, 
catalyse adoption of big data in the public sector and build the big data industry in Malaysia. This 
will be undertaken through data science programmes conducted by local and foreign universities 
and data science institutes, as well as upskilling talent in Malaysia in this area.  

With the use of IoT, big data and artificial intelligence in critical business operations, data recorded 
digitally is expected to grow accordingly. This illustrates a continuous need for corporations and 
organisations to obtain ICT solutions with larger capacities in order to keep up with the increasing 
volume of digital data, especially for storage of backup data. The adoption of these technologies 
in corporations and organisations will lead to an increase in demand for IT hardware with higher 
processing capabilities. In order to minimise capital expenditure on IT hardware, corporations and 
organisations are expected to acquire or rent or lease refurbished IT hardware. 

 

(v) Government initiatives to encourage digitalisation among businesses 

The Government of Malaysia launched the Industry Digitalisation Transformation Fund, offering 
RM3 billion worth of loans with an interest subsidy of 2% for all Malaysian companies interested to 
digitalise their businesses, in an effort to transform the country to a preferred location for high tech 
manufacturing. The fund aims to accelerate adoption of new technology including artificial 
intelligence, automation, big data and robotics among Malaysian companies. 

The National Fiberisation and Connectivity Plan 2019-2023 will provide a favourable environment 
for the digitalisation of businesses, as it aims to provide higher quality broadband at lower prices 
and improve connectivity throughout the country. This will have a positive impact on digitalisation, 
as high-quality digital connectivity is crucial to create and share digital data. 

Further, in an effort to cushion the headwinds arising from the COVID-19 pandemic, the 
Government also announced several initiatives including providing grants and loans to eligible 
enterprises under the SME Digitalisation Matching Grant totalling RM100 million, SME Technology 
Transformation Fund totalling RM500 million and Smart Automation Grant totalling RM100 million 
(capped at up to RM1 million per company). The Government also announced tax reliefs and 
exemptions to sustain work-from-home policies. 

Additionally in 2021, the Government of Malaysia introduced the Malaysia Digital Economy 
Blueprint which aims to make Malaysia the regional leader in digital economy as well as to achieve 
inclusive, responsible, and sustainable socioeconomic development. The Blueprint has been 
divided into three separate phases that focuses on different aspects of the Digital Economy. Phase 
1 begins in 2021 to 2022 and focuses on accelerating and strengthening the foundation of digital 
adoption. While Phase 2 begins from 2023 to 2025, which aims to drive the inclusivity of digital 
transformation. Phase 3 which starts in 2026 to 2030 will focus on strong and sustainable growth 
as well as positioning Malaysia to become a regional market player for digital products and digital 
solutions provider. The Government of Malaysia has allocated a total of RM21 billion through the 
National Digital Network (Jendela) as a method to boost the implementation of the initiative. 

These Government initiatives are expected to drive businesses to adopt digitalisation, which will 
also benefit the IT services industry. 
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26th April 2023 
 
 
FSBM HOLDINGS BERHAD 
A-2-6, Glomac Damansara, 
No. 699, Jalan Damansara, 
60000 Kuala Lumpur. 
 
 
Attention: Board of Directors 
 
Dear Sir/Madam, 
 
INTERNAL CONTROL AND RISK MANAGEMENT REVIEW PERTAINING TO 
THE REGULARISATION PLAN OF FSBM HOLDINGS BERHAD (“FSBM”) 
 
In accordance with Paragraph 5.6 of Practice Note 17 of the Main Market Listing Requirements of 
Bursa Malaysia Securities Berhad (“Bursa Securities”), FSBM and its principal adviser, Malacca 
Securities Sdn Bhd, must review the internal control and risk management system of FSBM and submit 
to Bursa Securities the results of such review together with its action plans to address the weaknesses 
identified. 

 
Based on the above requirement, we have undertaken an independent evaluation on the internal control 
and risk management system in FSBM and we hereby enclose our report summarizing our findings, 
recommendations for improvement and management comments. 

 

 

 

Thank you. 
 

Yours sincerely, 

For or on behalf of 

VAERSA ADVISORY SDN. BHD. 

 
 
 
Quincy Gan Hoong Huat 
Executive Director 
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SECTION 1 - EXECUTIVE SUMMARY 
 

1.1 GENERAL INFORMATION  
 
FSBM Holdings Berhad is a public limited company, incorporated and domiciled in Malaysia and listed 
on the Main Market of Bursa Malaysia Securities Berhad. 
 
The principal activities of FSBM Holdings Berhad and its subsidiaries consist of distribution of 
computers, computers related products, education related products, provision of related services and 
investment holding. The Group is optimistic for the coming years as they have managed to secure 
several IT Solutions contract or IT related contract covers trading contract and managed security 
services contract in platform design and development, IT hardware refurbishment services and these to 
be replicated across different types of businesses and industries which will enable the group to secure 
new projects.  
 
This report serves to provide a summary of the key objectives, observations, and outcome of the 
engagement. 
 

1.2 OBJECTIVES   
 
The objectives of our audit are as follows: 
 
(i) To study and review the internal control system of FSBM; 
(ii) To review, identify and assess the enterprise risks of FSBM and to ascertain the adequacy of risk 

management system; 
(iii) To discuss our audit findings and the associated recommendations with the Operating 

Management; and 
(iv) To report our audit findings together with the management response to the Board of Directors. 
 
The internal control review was conducted to assess the adequacy and effectiveness of FSBM systems 
of internal control and compliance with the Company’s policies and procedures.  
 
The review covered this activity for the period from (May 2022 – April 2023).  
 

1.3 OUR METHODLOGY  

1.3.1 Internal Control Review 
 
Our audit procedures were designed to identify various opportunities to enhance the existing systems of 
internal control and process efficiency at FSBM and thereon provide recommendations for 
improvement. 
 
We conducted our work by referring to a recognised framework for internal auditing such as the 
International Professional Practices Framework issued by the Institute of Internal Auditors. The 
followings briefly describe our approach to the review of internal control system: 
 
Interview Process 
 
We have interviewed the key process owners to enable us to gain an understanding of the processes; to 
identify risks associated with the processes; and to determine the existence of internal control and its 
effectiveness relative to the process / function / business unit’s objectives.  
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1.3 OUR METHODLOGY (CONT’D) 
 
1.3.1 Internal Control Review (Cont’d) 
 
Review of Information 
 
A large volume of documents was provided as part of the internal control review process. We performed 
testing on selected documentation, including but not limited to, reviewing the control objectives for 
those processes; written policies and procedures; applicable laws and regulations; and financial reports.  
We have also documented those processes through the use of process maps and process narratives; and 
identified and sourced the key risks and identified existing controls over those processes.  
 
Analysis of Results 
 
In reviewing the internal control, we summarised from the interview process and review of information 
furnished to us to enable us to evaluate whether the associated procedures, systems and controls are 
appropriately designed and functioning to achieve the process / function / business unit’s objectives. These 
include,  
(a) comparison of the controls in place against those that we expect to find; 
(b) review the adequacy of controls over those processes to the extent they exist; and 
(c) review the extent to which incompatible duties were segregated in the processes (e.g. custodian, 

recording and authorisation of transactions). 
 

i. Classification of findings 

 Inadequate System of 
Internal Control 

The issue noted indicates significant control weaknesses or absence of 
a control activity thereof, and the need for urgent remedial action by 
instituting new control procedures or modifying existing procedures. 
Where corrective action has not yet started, the current remedial action 
is not, at the time of the audit, sufficient or sufficiently progressing to 
address the severity of the control weaknesses identified. 

Process 
Improvement 

The areas highlighted represent opportunities for improvement in the 
effectiveness or efficiency of the business process under review. 

Implementation 
Lapses 

These findings represent weaknesses in the functioning or 
implementation of internal controls. Management should take action to 
address these findings by enforcing the proper execution of existing 
control procedures as well as the adherence to established policies and 
procedures. 

 
ii. Priority ratings 

The classifications of findings are categorized according to priority, as a further guide to 
management in addressing the issues in a timely manner. The following categories of priorities 
are used: 

High 

A high priority issue requires immediate management attention. This 
is a serious internal control or risk management issue that if not 
mitigated, may, with a high degree of certainty, lead to: 
• Substantial losses, possibly in conjunction with other weaknesses 

in the control framework or the process / function / business unit 
being audited 

• Serious violation of corporate strategies, policies, or values 
• Serious reputation damage, such as negative publicity in national 

or international media 
• Significant adverse regulatory impact, such as loss of operating 

licenses or material fines. 
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SECTION 1 - EXECUTIVE SUMMARY 
 

1.1 GENERAL INFORMATION  
 
FSBM Holdings Berhad is a public limited company, incorporated and domiciled in Malaysia and listed 
on the Main Market of Bursa Malaysia Securities Berhad. 
 
The principal activities of FSBM Holdings Berhad and its subsidiaries consist of distribution of 
computers, computers related products, education related products, provision of related services and 
investment holding. The Group is optimistic for the coming years as they have managed to secure 
several IT Solutions contract or IT related contract covers trading contract and managed security 
services contract in platform design and development, IT hardware refurbishment services and these to 
be replicated across different types of businesses and industries which will enable the group to secure 
new projects.  
 
This report serves to provide a summary of the key objectives, observations, and outcome of the 
engagement. 
 

1.2 OBJECTIVES   
 
The objectives of our audit are as follows: 
 
(i) To study and review the internal control system of FSBM; 
(ii) To review, identify and assess the enterprise risks of FSBM and to ascertain the adequacy of risk 

management system; 
(iii) To discuss our audit findings and the associated recommendations with the Operating 

Management; and 
(iv) To report our audit findings together with the management response to the Board of Directors. 
 
The internal control review was conducted to assess the adequacy and effectiveness of FSBM systems 
of internal control and compliance with the Company’s policies and procedures.  
 
The review covered this activity for the period from (May 2022 – April 2023).  
 

1.3 OUR METHODLOGY  

1.3.1 Internal Control Review 
 
Our audit procedures were designed to identify various opportunities to enhance the existing systems of 
internal control and process efficiency at FSBM and thereon provide recommendations for 
improvement. 
 
We conducted our work by referring to a recognised framework for internal auditing such as the 
International Professional Practices Framework issued by the Institute of Internal Auditors. The 
followings briefly describe our approach to the review of internal control system: 
 
Interview Process 
 
We have interviewed the key process owners to enable us to gain an understanding of the processes; to 
identify risks associated with the processes; and to determine the existence of internal control and its 
effectiveness relative to the process / function / business unit’s objectives.  
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1.3 OUR METHODLOGY (CONT’D) 
 
1.3.1 Internal Control Review (Cont’d) 
 
Review of Information 
 
A large volume of documents was provided as part of the internal control review process. We performed 
testing on selected documentation, including but not limited to, reviewing the control objectives for 
those processes; written policies and procedures; applicable laws and regulations; and financial reports.  
We have also documented those processes through the use of process maps and process narratives; and 
identified and sourced the key risks and identified existing controls over those processes.  
 
Analysis of Results 
 
In reviewing the internal control, we summarised from the interview process and review of information 
furnished to us to enable us to evaluate whether the associated procedures, systems and controls are 
appropriately designed and functioning to achieve the process / function / business unit’s objectives. These 
include,  
(a) comparison of the controls in place against those that we expect to find; 
(b) review the adequacy of controls over those processes to the extent they exist; and 
(c) review the extent to which incompatible duties were segregated in the processes (e.g. custodian, 

recording and authorisation of transactions). 
 

i. Classification of findings 

 Inadequate System of 
Internal Control 

The issue noted indicates significant control weaknesses or absence of 
a control activity thereof, and the need for urgent remedial action by 
instituting new control procedures or modifying existing procedures. 
Where corrective action has not yet started, the current remedial action 
is not, at the time of the audit, sufficient or sufficiently progressing to 
address the severity of the control weaknesses identified. 

Process 
Improvement 

The areas highlighted represent opportunities for improvement in the 
effectiveness or efficiency of the business process under review. 

Implementation 
Lapses 

These findings represent weaknesses in the functioning or 
implementation of internal controls. Management should take action to 
address these findings by enforcing the proper execution of existing 
control procedures as well as the adherence to established policies and 
procedures. 

 
ii. Priority ratings 

The classifications of findings are categorized according to priority, as a further guide to 
management in addressing the issues in a timely manner. The following categories of priorities 
are used: 

High 

A high priority issue requires immediate management attention. This 
is a serious internal control or risk management issue that if not 
mitigated, may, with a high degree of certainty, lead to: 
• Substantial losses, possibly in conjunction with other weaknesses 

in the control framework or the process / function / business unit 
being audited 

• Serious violation of corporate strategies, policies, or values 
• Serious reputation damage, such as negative publicity in national 

or international media 
• Significant adverse regulatory impact, such as loss of operating 

licenses or material fines. 
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1.3 OUR METHODLOGY (CONT’D)  
 
ii. Priority ratings (Cont’d) 

Medium 

A medium-priority issue requires timely management attention. This 
is an internal control or risk management issue could lead to: 
• Financial losses 
• Loss of controls within the process / function / business unit being 

audited 
• Reputation damage, such as negative publicity in local or regional 

media 
• Adverse regulatory impact, such as public sanctions or immaterial 

fines 
 

Low 

A low priority issue requires routine management attention. This is an 
internal control or risk management issue, the solution to which may 
lead to improvement in the quality and/or efficiency of the process / 
function / business unit being audited. Risks likelihood of happening 
is rare and impact is low. 
 

 
iii. Overall Opinion Grading 

Effective (E) 
Internal control processes were adequately established and functioning 
well. No issues were identified that would significantly affect the 
achievement of the objectives of the audited entity.  

Some Improvement 
Needed (SI) 

A few specific control weaknesses were noted; however, controls 
evaluated are adequate, appropriate, and effective to provide 
reasonable assurance that risks are being managed and objectives 
should be met.  

Major 
Improvement 
Needed (MI) 

Numerous specific control weaknesses were noted. Controls evaluated 
are unlikely to provide reasonable assurance that risks are being 
managed and objectives should be met.  

Weak (W) 

Key controls were either not being applied or were lacking. These 
weaknesses identified, taken together or individually, significantly 
impair the overall system of internal control. Prompt corrective action 
is recommended to improve implementation of key controls, which 
when carried out, would further reduce the residual risk of the 
processes to an acceptable level. 
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1.3 OUR METHODLOGY (CONT’D)  
 
ii. Priority ratings (Cont’d) 

Medium 

A medium-priority issue requires timely management attention. This 
is an internal control or risk management issue could lead to: 
• Financial losses 
• Loss of controls within the process / function / business unit being 

audited 
• Reputation damage, such as negative publicity in local or regional 

media 
• Adverse regulatory impact, such as public sanctions or immaterial 

fines 
 

Low 

A low priority issue requires routine management attention. This is an 
internal control or risk management issue, the solution to which may 
lead to improvement in the quality and/or efficiency of the process / 
function / business unit being audited. Risks likelihood of happening 
is rare and impact is low. 
 

 
iii. Overall Opinion Grading 

Effective (E) 
Internal control processes were adequately established and functioning 
well. No issues were identified that would significantly affect the 
achievement of the objectives of the audited entity.  

Some Improvement 
Needed (SI) 

A few specific control weaknesses were noted; however, controls 
evaluated are adequate, appropriate, and effective to provide 
reasonable assurance that risks are being managed and objectives 
should be met.  

Major 
Improvement 
Needed (MI) 

Numerous specific control weaknesses were noted. Controls evaluated 
are unlikely to provide reasonable assurance that risks are being 
managed and objectives should be met.  

Weak (W) 

Key controls were either not being applied or were lacking. These 
weaknesses identified, taken together or individually, significantly 
impair the overall system of internal control. Prompt corrective action 
is recommended to improve implementation of key controls, which 
when carried out, would further reduce the residual risk of the 
processes to an acceptable level. 
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1.3.2 Enterprise Risk Management Review 
 
The purpose of this Risk Management Report is to ensure transparency in the Group and to make 
available information on how the Group manages the risks it encounters.  
 
This Risk Management Report discusses various dimensions of our Enterprise Risk Management 
(“ERM”). The risk-related information outlined in this section may not be exhaustive. The discussion 
may contain statements that are forward-looking in nature. The Group business is subject to 
uncertainties that could cause actual results to differ materially from those reflected in the forward-
looking statements.  

 
A. Overview  
 
ERM framework encompasses practices relating to the identification, analysis, evaluation, treatment, 
mitigation and monitoring of the strategic, operational, and legal and compliance risks to achieving key 
business objectives. The Group’s ERM is to minimize the adverse impact of these risks, thus enabling 
the Group to leverage market opportunities effectively and enhance its long-term competitive 
advantage. 

 
Several risks can impact the achievement of a business objective. Similarly, a single risk can impact the 
achievement of several business objectives. The focus of risk management is to assess risks and deploy 
mitigation measures. This is done through periodic review meetings of the Risk Management 
Committee (“RMC”). FSBM’s overall risk management process is overseen by the Board through the 
Audit Committee as an element of solid corporate governance. 
 
Our risk management practices are: 

 
Risk identification, analysis, and evaluation 
Mechanisms for identification of risks include annual risk surveys across the Group, industry 
benchmarking, periodic assessments of the business environment, incident analysis, findings of internal 
audits, discussions with the risk council and the risk and strategy committee and analysis of the Group’s 
performance relative to the corporate scorecard goals. Risk analysis and evaluation are carried out using 
scenario-based assessments to decide the potential impact, likelihood of occurrence and in some cases, 
the detectability of the risk. Estimated risks are compared with established risk criteria and thresholds 
to determine the priority and method of risk treatment. 

 
Measuring the Level of Likelihood and Consequence  
Probability or likelihood estimations are established giving due consideration to the effectiveness of 
existing control measures. The Consequence defines the consequence criteria and assesses against 
potential financial loss, reputation impact, health and safety, legal and regulatory compliance and 
management time and effort.  
 
The impacts contained in this Consequence Rating are based on the management’s assessment of the 
Group’s ability to continue operation in the event of a risk being realised.  The setting of the limit is 
based on management’s assessment of the ability of the Group to support an unexpected loss of this 
magnitude whilst remaining solvent.   
 
The review covered this activity for the period from (May 2022 – April 2023).  
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1.3 OUR METHODLOGY (CONT’D)  
 
ii. Priority ratings (Cont’d) 

Medium 

A medium-priority issue requires timely management attention. This 
is an internal control or risk management issue could lead to: 
• Financial losses 
• Loss of controls within the process / function / business unit being 

audited 
• Reputation damage, such as negative publicity in local or regional 

media 
• Adverse regulatory impact, such as public sanctions or immaterial 

fines 
 

Low 

A low priority issue requires routine management attention. This is an 
internal control or risk management issue, the solution to which may 
lead to improvement in the quality and/or efficiency of the process / 
function / business unit being audited. Risks likelihood of happening 
is rare and impact is low. 
 

 
iii. Overall Opinion Grading 

Effective (E) 
Internal control processes were adequately established and functioning 
well. No issues were identified that would significantly affect the 
achievement of the objectives of the audited entity.  

Some Improvement 
Needed (SI) 

A few specific control weaknesses were noted; however, controls 
evaluated are adequate, appropriate, and effective to provide 
reasonable assurance that risks are being managed and objectives 
should be met.  

Major 
Improvement 
Needed (MI) 

Numerous specific control weaknesses were noted. Controls evaluated 
are unlikely to provide reasonable assurance that risks are being 
managed and objectives should be met.  

Weak (W) 

Key controls were either not being applied or were lacking. These 
weaknesses identified, taken together or individually, significantly 
impair the overall system of internal control. Prompt corrective action 
is recommended to improve implementation of key controls, which 
when carried out, would further reduce the residual risk of the 
processes to an acceptable level. 
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1.3.2 Enterprise Risk Management Review 
 
The purpose of this Risk Management Report is to ensure transparency in the Group and to make 
available information on how the Group manages the risks it encounters.  
 
This Risk Management Report discusses various dimensions of our Enterprise Risk Management 
(“ERM”). The risk-related information outlined in this section may not be exhaustive. The discussion 
may contain statements that are forward-looking in nature. The Group business is subject to 
uncertainties that could cause actual results to differ materially from those reflected in the forward-
looking statements.  

 
A. Overview  
 
ERM framework encompasses practices relating to the identification, analysis, evaluation, treatment, 
mitigation and monitoring of the strategic, operational, and legal and compliance risks to achieving key 
business objectives. The Group’s ERM is to minimize the adverse impact of these risks, thus enabling 
the Group to leverage market opportunities effectively and enhance its long-term competitive 
advantage. 

 
Several risks can impact the achievement of a business objective. Similarly, a single risk can impact the 
achievement of several business objectives. The focus of risk management is to assess risks and deploy 
mitigation measures. This is done through periodic review meetings of the Risk Management 
Committee (“RMC”). FSBM’s overall risk management process is overseen by the Board through the 
Audit Committee as an element of solid corporate governance. 
 
Our risk management practices are: 

 
Risk identification, analysis, and evaluation 
Mechanisms for identification of risks include annual risk surveys across the Group, industry 
benchmarking, periodic assessments of the business environment, incident analysis, findings of internal 
audits, discussions with the risk council and the risk and strategy committee and analysis of the Group’s 
performance relative to the corporate scorecard goals. Risk analysis and evaluation are carried out using 
scenario-based assessments to decide the potential impact, likelihood of occurrence and in some cases, 
the detectability of the risk. Estimated risks are compared with established risk criteria and thresholds 
to determine the priority and method of risk treatment. 

 
Measuring the Level of Likelihood and Consequence  
Probability or likelihood estimations are established giving due consideration to the effectiveness of 
existing control measures. The Consequence defines the consequence criteria and assesses against 
potential financial loss, reputation impact, health and safety, legal and regulatory compliance and 
management time and effort.  
 
The impacts contained in this Consequence Rating are based on the management’s assessment of the 
Group’s ability to continue operation in the event of a risk being realised.  The setting of the limit is 
based on management’s assessment of the ability of the Group to support an unexpected loss of this 
magnitude whilst remaining solvent.   
 
The review covered this activity for the period from (May 2022 – April 2023).  
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1.3.3 Enterprise Risk Management Framework (Cont’d) 
 
The risk management methodology employed is based on assessment of risks and evaluated in terms of 
the risk impact on the enterprise and probability of occurrence. The risks are then mapped accordingly 
for a holistic review. 
 
The matrix format ranking has been adopted for the Group in which potential risks are ranked as High, 
Moderately High, Moderate, Moderately Low or Low as follows:  

Likelihood 
Consequence 

Immaterial 
(“IM”) 

Minor 
(“Mi”) 

Moderate 
(“Mo”) 

Major 
(“Ma”) 

Drastic 
(“D”) 

Very Likely 
(“VL”) 

Moderate 
 

Moderately 
High 

Moderately 
High 

High 
 

High 
 

Likely (“L”) 
 

Moderately Low 
 

Moderate 
 

Moderately 
High 

Moderately 
High 

High 
 

Possible 
(“Ps”)  

Low 
 

Moderately 
Low 

Moderately 
High 

Moderately 
High 

High 
 

Unlikely 
(“UL”) 

Low 
 

Moderately 
Low 

Moderate 
 

Moderate 
 

Moderately 
High 

Rare (“R”) Low 
 

Low 
 

Moderate 
 

Moderate 
 

Moderately 
High 

 
Risk Rating What Should I DO 

High Immediate action required 
Moderately High Action plan required; senior management attention needed 
Moderate  Action plan required; management attention needed 

Moderately Low Specific monitoring or procedures required; management responsibility must 
be specified 

Low Manage through routine procedures. Unlikely need specific application of 
resources 

 
Risk Rating Criteria 

The risk ratings are on two main dimensions: 
1. Likelihood (“L”) 
2. The impact on the financials in the event of occurrence (“I”) 
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1.3.3 Enterprise Risk Management Framework (Cont’d) 
 
The risk management methodology employed is based on assessment of risks and evaluated in terms of 
the risk impact on the enterprise and probability of occurrence. The risks are then mapped accordingly 
for a holistic review. 
 
The matrix format ranking has been adopted for the Group in which potential risks are ranked as High, 
Moderately High, Moderate, Moderately Low or Low as follows:  

Likelihood 
Consequence 

Immaterial 
(“IM”) 

Minor 
(“Mi”) 

Moderate 
(“Mo”) 

Major 
(“Ma”) 

Drastic 
(“D”) 

Very Likely 
(“VL”) 

Moderate 
 

Moderately 
High 

Moderately 
High 

High 
 

High 
 

Likely (“L”) 
 

Moderately Low 
 

Moderate 
 

Moderately 
High 

Moderately 
High 

High 
 

Possible 
(“Ps”)  

Low 
 

Moderately 
Low 

Moderately 
High 

Moderately 
High 

High 
 

Unlikely 
(“UL”) 

Low 
 

Moderately 
Low 

Moderate 
 

Moderate 
 

Moderately 
High 

Rare (“R”) Low 
 

Low 
 

Moderate 
 

Moderate 
 

Moderately 
High 

 
Risk Rating What Should I DO 

High Immediate action required 
Moderately High Action plan required; senior management attention needed 
Moderate  Action plan required; management attention needed 

Moderately Low Specific monitoring or procedures required; management responsibility must 
be specified 

Low Manage through routine procedures. Unlikely need specific application of 
resources 

 
Risk Rating Criteria 

The risk ratings are on two main dimensions: 
1. Likelihood (“L”) 
2. The impact on the financials in the event of occurrence (“I”) 
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1.3.3 Enterprise Risk Management Framework (Cont’d) 
 
As a guide towards risk rating and assessment, the categorisations are listed below: 

Likelihood Rating 
The number of times within a specified period in which a risk may occur either because of business 
operations or through failure of operating systems, policies, or procedures. 
Rating Description Occurrence Probability 

Very 
likely 

The risk is expected to occur in most circumstances 
or at the frequency of at least once in a month. 

Multiple / 12 
months 

> 80% 

Likely The risk is expected to occur several times in a year. Once / 12 
months 

61 – 80 

Possible The risk is expected to occur at least once in the next 
12 months. 

Once / 12 
months – 3 

years 

41 – 60% 

Unlikely The risk is likely to occur less frequently but at least 
once in the next 3 years. 

Once / 3 – 5 
years 

21 – 40% 

Rare The risk may occur in exceptional circumstances and 
is unlikely to occur in the next 5 years 

Once / > 5 
years 

< 20% 

 
The outcome of an event expressed qualitatively or quantitatively, being a loss, injury, disadvantage, or 
gain.  There may be a range of possible outcomes associated with an event considering factors such as: 
 
• Quantitative and qualitative. 
• Potential consequences of each risk  
• Consequences in monetary terms, to enable better judgement in the decision-making process.  
 
Impact 
Major impact, e.g. >25% deviation in scope 
Significant impact, e.g. 10-25% deviation in scope  
Measurable impact, e.g. 5-10% deviation in scope 
Minor impact, e.g. <5% deviation in scope 
Insignificant impact, it is not possible to measure the impact as it is minimal 
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1.3.3 Enterprise Risk Management Framework (Cont’d) 
 
The risk management methodology employed is based on assessment of risks and evaluated in terms of 
the risk impact on the enterprise and probability of occurrence. The risks are then mapped accordingly 
for a holistic review. 
 
The matrix format ranking has been adopted for the Group in which potential risks are ranked as High, 
Moderately High, Moderate, Moderately Low or Low as follows:  

Likelihood 
Consequence 

Immaterial 
(“IM”) 

Minor 
(“Mi”) 

Moderate 
(“Mo”) 

Major 
(“Ma”) 

Drastic 
(“D”) 

Very Likely 
(“VL”) 

Moderate 
 

Moderately 
High 

Moderately 
High 

High 
 

High 
 

Likely (“L”) 
 

Moderately Low 
 

Moderate 
 

Moderately 
High 

Moderately 
High 

High 
 

Possible 
(“Ps”)  

Low 
 

Moderately 
Low 

Moderately 
High 

Moderately 
High 

High 
 

Unlikely 
(“UL”) 

Low 
 

Moderately 
Low 

Moderate 
 

Moderate 
 

Moderately 
High 

Rare (“R”) Low 
 

Low 
 

Moderate 
 

Moderate 
 

Moderately 
High 

 
Risk Rating What Should I DO 

High Immediate action required 
Moderately High Action plan required; senior management attention needed 
Moderate  Action plan required; management attention needed 

Moderately Low Specific monitoring or procedures required; management responsibility must 
be specified 

Low Manage through routine procedures. Unlikely need specific application of 
resources 

 
Risk Rating Criteria 

The risk ratings are on two main dimensions: 
1. Likelihood (“L”) 
2. The impact on the financials in the event of occurrence (“I”) 
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1.3.3 Enterprise Risk Management Framework (Cont’d) 
 
As a guide towards risk rating and assessment, the categorisations are listed below: 

Likelihood Rating 
The number of times within a specified period in which a risk may occur either because of business 
operations or through failure of operating systems, policies, or procedures. 
Rating Description Occurrence Probability 

Very 
likely 

The risk is expected to occur in most circumstances 
or at the frequency of at least once in a month. 

Multiple / 12 
months 

> 80% 

Likely The risk is expected to occur several times in a year. Once / 12 
months 

61 – 80 

Possible The risk is expected to occur at least once in the next 
12 months. 

Once / 12 
months – 3 

years 

41 – 60% 

Unlikely The risk is likely to occur less frequently but at least 
once in the next 3 years. 

Once / 3 – 5 
years 

21 – 40% 

Rare The risk may occur in exceptional circumstances and 
is unlikely to occur in the next 5 years 

Once / > 5 
years 

< 20% 

 
The outcome of an event expressed qualitatively or quantitatively, being a loss, injury, disadvantage, or 
gain.  There may be a range of possible outcomes associated with an event considering factors such as: 
 
• Quantitative and qualitative. 
• Potential consequences of each risk  
• Consequences in monetary terms, to enable better judgement in the decision-making process.  
 
Impact 
Major impact, e.g. >25% deviation in scope 
Significant impact, e.g. 10-25% deviation in scope  
Measurable impact, e.g. 5-10% deviation in scope 
Minor impact, e.g. <5% deviation in scope 
Insignificant impact, it is not possible to measure the impact as it is minimal 
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SECTION 1.4 : SUMMARY OF RISKS 
 
We have reviewed the main risks in the following main business areas: 
 
1. Strategic risks 
2. Human Resources risks 
3. Operational risks 
4. Financial risks 
5. IT risks 
 
We have identified 19 key risks and have accordingly drawn up a risk mapping and matrix. Generally, 
most of the main risks were in the acceptable zone.  
 

Review 
Period High Moderately 

High Moderate Moderately 
Low Low 

April 2023 - 1 3 15 - 
 
The risk review period have been covered from May 2022 – April 2023. 
 
There were no risks classified as high zone and only 1 risk classified as Moderately High zone. There is 
a need to implement and monitor risk mitigation efforts on this category of risks.  
 
Management has responded positively to the issues highlighted and are implementing/taking mitigation 
procedures on the risks. 
 
Summary of Risks are as follows: 

Risk 
No.  

Risk 
Categories Risk Main Risk Group 

Risk Rating 
2023 

1 
 
 

 
 

Strategic 
Risk 

 

Market risk 
 
 
 
 

Business is essentially project 
based and therefore, there must be 
always new projects coming on 
stream for sustainability. 

 
 
 
 
 
 

Moderately  
Low 

2 
 
 

Economic 
environmental risk 
 

Overall economic environment not 
favourable and challenging. 

3 
 

 
 

Long term growth 
risk 
 
 

The Group’s business is essentially 
concentrated on IT Service 
Segments. 

4 
 

Concentration risk 
 

Dependency on key customers. Moderate 
 

5 
 

Competition risk 
 

Competition from other players in 
the industry. 

Moderately  
High 

 
6 
 
 Human 

Resource 
Risk 

 

Continuity risk 
 
 

Loss of key personnel without 
succession planning in place. 

 
 
 

Moderately  
Low 

 

7 
 

Retention risk 
 

Loss of talent in key areas. 

8 
 

 

Knowledge / 
competency risks 
 

No update on latest technology / 
methodology in areas of 
production / services. 
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SECTION 1.4 : SUMMARY OF RISKS 
 
We have reviewed the main risks in the following main business areas: 
 
1. Strategic risks 
2. Human Resources risks 
3. Operational risks 
4. Financial risks 
5. IT risks 
 
We have identified 19 key risks and have accordingly drawn up a risk mapping and matrix. Generally, 
most of the main risks were in the acceptable zone.  
 

Review 
Period High Moderately 

High Moderate Moderately 
Low Low 

April 2023 - 1 3 15 - 
 
The risk review period have been covered from May 2022 – April 2023. 
 
There were no risks classified as high zone and only 1 risk classified as Moderately High zone. There is 
a need to implement and monitor risk mitigation efforts on this category of risks.  
 
Management has responded positively to the issues highlighted and are implementing/taking mitigation 
procedures on the risks. 
 
Summary of Risks are as follows: 

Risk 
No.  

Risk 
Categories Risk Main Risk Group 

Risk Rating 
2023 

1 
 
 

 
 

Strategic 
Risk 

 

Market risk 
 
 
 
 

Business is essentially project 
based and therefore, there must be 
always new projects coming on 
stream for sustainability. 

 
 
 
 
 
 

Moderately  
Low 

2 
 
 

Economic 
environmental risk 
 

Overall economic environment not 
favourable and challenging. 

3 
 

 
 

Long term growth 
risk 
 
 

The Group’s business is essentially 
concentrated on IT Service 
Segments. 

4 
 

Concentration risk 
 

Dependency on key customers. Moderate 
 

5 
 

Competition risk 
 

Competition from other players in 
the industry. 

Moderately  
High 

 
6 
 
 Human 

Resource 
Risk 

 

Continuity risk 
 
 

Loss of key personnel without 
succession planning in place. 

 
 
 

Moderately  
Low 

 

7 
 

Retention risk 
 

Loss of talent in key areas. 

8 
 

 

Knowledge / 
competency risks 
 

No update on latest technology / 
methodology in areas of 
production / services. 
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Risk 
No.  

Risk 
Categories Risk Main Risk Group 

Risk Rating 
2023 

9 
 
 

 

Monitoring risks Inadequate Project management 
leading to delays in completion of 
the project. 
 

Moderate  
 

10 
 
 
 
 

Fire hazard / 
Disruption of 
electricity / 
operational risks 
  

Inadequate procedures in place for 
evacuation, disruption of power 
leading to continuity of business 
operations and other emergencies. 

 
 

Moderately  
Low 

 
11 

 
 

Business continuity 
risk 
 

12 
 
 

Financial 
Risk 

Cost overrun risk 
 
 

Costs overrun due to inaccurate 
estimates of costs / man days. 

Moderate  
 

13 
 
 

Liquidity risk 
 
 

Inadequate capital / cash flow 
problems for operations. 

 
 
 
 
 
 
 
 

Moderately  
Low 

 

14 
 

Credit risks 
 
 

Default or very slow payment by 
Customers. 
 

15 
 
 
 

Financial  
regulatory risk 
 
 

Inability to comply with Bursa 
regulations leading to penalties / 
fines / PN 17 status. 

16 
 
 

 
IT Risk 

 
 

IT Security 
 
 

Loss of critical data leading to 
disruption in operations / business. 

17 
 

Loss of data risk 
 

Inadequate back-up of critical data.  

18 
 
 
 

Disaster recovery 
risk 
 
 

Disruption in event of disaster/ 
denial of access to 
premises/system. 
 

19 
 
 
 

IT Supplier 
Performance 
Monitoring 

Suppliers are not meeting the 
business requirements. 
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Risk 
No.  

Risk 
Categories Risk Main Risk Group 

Risk Rating 
2023 

9 
 
 

 

Monitoring risks Inadequate Project management 
leading to delays in completion of 
the project. 
 

Moderate  
 

10 
 
 
 
 

Fire hazard / 
Disruption of 
electricity / 
operational risks 
  

Inadequate procedures in place for 
evacuation, disruption of power 
leading to continuity of business 
operations and other emergencies. 

 
 

Moderately  
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11 

 
 

Business continuity 
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12 
 
 

Financial 
Risk 

Cost overrun risk 
 
 

Costs overrun due to inaccurate 
estimates of costs / man days. 

Moderate  
 

13 
 
 

Liquidity risk 
 
 

Inadequate capital / cash flow 
problems for operations. 

 
 
 
 
 
 
 
 

Moderately  
Low 

 

14 
 

Credit risks 
 
 

Default or very slow payment by 
Customers. 
 

15 
 
 
 

Financial  
regulatory risk 
 
 

Inability to comply with Bursa 
regulations leading to penalties / 
fines / PN 17 status. 

16 
 
 

 
IT Risk 

 
 

IT Security 
 
 

Loss of critical data leading to 
disruption in operations / business. 

17 
 

Loss of data risk 
 

Inadequate back-up of critical data.  

18 
 
 
 

Disaster recovery 
risk 
 
 

Disruption in event of disaster/ 
denial of access to 
premises/system. 
 

19 
 
 
 

IT Supplier 
Performance 
Monitoring 

Suppliers are not meeting the 
business requirements. 
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1.4  GROUP INFORMATION OF FSBM 

i. Statement of Financial Position FYE 2022 and 2021 

Financial Year End 31 December 
FYE 2022 
(RM’000) 

FYE 2021 
(RM’000) 

ASSETS   
Non-Current Assets   
Property, plant, and equipment 1,873  -  
Right-of-use assets 169 - 
Intangible assets 405 - 
Investment in subsidiaries -  -  
Other investments -                   360  
Deferred tax assets 268 - 
 2,715                   360  
Current Assets   
Trade Receivables 5,045               153  
Other Receivables 1,356  -  
Contract Assets 818                   123  
Marketable Securities 4                       7  
Tax recoverable -  -  
Cash and cash equivalents 4,503                   229  

 11,726                   512  
Total Assets 14,441                   872  

   
EQUITY AND LIABILITIES   
EQUITY   
Share capital 24,314              10,064  
Treasury shares (712) (712)  
Warrants reserve -                4,534  
Accumulated losses (11,109) (16,740)  
Equity attributable to Owners of the Company 12,493 (2,854)  
Non-controlling interests (2,062)  (2,093)  

 10,431 (4,947)  
LIABILITIES   
Non-Current liabilities   
Lease liabilities 77 - 
Deferred tax liabilities 166 - 
 243 - 
Current liabilities   
Trade payables 1,242                     76  
Other payables 2,238                5,743  
Lease liabilities 94 - 
Tax payables 193 - 
 3,767                5,819  
Total liabilities 4,010 5,819  
Total equity and liabilities 14,441 872 
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1.4  GROUP INFORMATION OF FSBM (CONT’D) 

ii. Statement of Comprehensive Income FYE 2022 and 2021 

Financial Year End 31 December 
FYE 2022 
(RM’000) 

FYE 2021 
(RM’000) 

Revenue 12,514 405 
Direct operating costs (6,303) (224) 
Gross profit 6,211 181 
Other income 1,436 2,394 
Administrative expenses (1,176) (48) 
Selling and marketing expenses (136) (4) 
Other expenses (1,490) (11,793) 
Profit/(Loss) from operations 4,845 (9,270) 
Finance cost (8) - 
Profit/(Loss) before tax 4,837 (9,270) 
Tax expense (391) - 
Loss net of tax, for the financial year representing total 

comprehensive income for the financial year 4,446  (9,270) 

   
Total comprehensive income attributable to:   
Owners of the Company 4,415 (9,326) 
Non-controlling interests 31 56 

 4,446 (9,270) 
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1.4 GROUP INFORMATION OF FSBM (CONT’D) 

iii. Corporate Structure 
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1.4 GROUP INFORMATION OF FSBM (CONT’D) 

iv. Organisational Chart 
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1.5 LIMITATION 
 
Our internal audit activities are intended for the benefit of the Board of Directors and will not be planned 
or conducted in contemplation of reliance by any other party.  Therefore, items of a possible interest to 
a third party may not be specifically addressed.   
 
In carrying out our audit assessments, we have designed our work to evaluate the effectiveness of 
management systems of internal control to manage risks.  However, our assessment does not constitute 
an audit in accordance with general acceptable auditing standard for expressing an opinion on financial 
statement and are subject to the information and representations provided to us.  Due to inherent nature 
of system of internal control, all systems of internal control could only provide reasonable but not 
absolute assurance. 
 
Due to the test nature of our internal audit work and together with the inherent limitations of system of 
internal control and characteristics of fraud especially involving concealment and falsification of 
information and documents and high-level stakeholders’ corroborations, our findings should not be 
relied on to provide absolute assurance and to detect fraud and non-compliance of laws even if these 
internal controls were evaluated satisfactory. 
 
1.6 ACKNOWLEDGEMENT  
 
We would like to express our gratitude to all employees involved in this engagement. Each person 
involved was accessible and provided useful information. 
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SECTION 2 - CONCLUSION    
 
We conclude that critical process risks have been identified and relevant control activities have also 
been implemented. Our overall opinion on the internal control of the following department of FSBM is 
as follows:    
 

FINANCE AND ACCOUNTING DEPARTMENT 
Ref# Work Scope Category of 

Findings 
Current 
Grading 

3.1.1 Review of Standard Operating Procedure  

Adequate Effective 

3.1.2 Budgeting and Budget Management 
3.1.3 Cash Flow Projection and Monitoring  
3.1.4 Petty Cash Management  
3.1.5 Monitoring of Accounts Receivables  
3.1.6 Monitoring of Accounts Payables  
3.1.7 Receipt Process 
3.1.8 Payment Process 
3.1.9 Bank Reconciliation 

 
HUMAN RESOURCES DEPARTMENT  
Ref# Work Scope Category of 

Findings 
Current 
Grading 

3.2.1 Review of Standard Operating Procedure 

Adequate Effective 

3.2.2 Headcount Budget 
3.2.3 Recruitment 
3.2.4 Resignation 
3.2.5 Payroll Processing 
3.2.6  Annual Performance Appraisal and Succession Planning 
3.2.7 Annual Training Plan and Training Program 
3.2.8 Staff Claim 
3.2.9 Leave monitoring 

 
PROCUREMENT AND SUPPLIES/VENDOR EVALUATION 
Ref# Work Scope Category of 

Findings 
Current 
Grading 

3.3.1 Review of Standard Operating Procedures 

Adequate Effective 3.3.2 Ordering and Sales Process 
3.3.3 Purchasing Process 
3.3.4 Supplier Assessment 

 
SALES AND MARKETING DEPARTMENT 
Ref# Work Scope Category of 

Findings 
Current 
Grading 

3.4.1 Review of Standard Operating Procedures 
Adequate Effective 3.4.2 Customer Complaint Management 

3.4.3 Credit Control and Credit Limit 
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Adequate Effective 3.4.2 Customer Complaint Management 

3.4.3 Credit Control and Credit Limit 
 
 
 

APPENDIX VI - INTERNAL CONTROL REVIEW AND RISK MANAGEMENT REPORT (CONT’D) 
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SECTION 2 - CONCLUSION (CONT’D) 
 
PROJECT DEPARTMENT 
Ref# Work Scope Category of 

Findings 
Current 
Grading 

3.5.1 Review of Standard Operating Procedures  

Adequate Effective  

3.5.2 Project Definition 
3.5.3 Project Management Planning  
3.5.4 Project Start-Up 
3.5.5 Project Monitoring 
3.5.6 Change Management 

 
The definition of control adequacy and effectiveness should be interpreted in conjunction with the scope 
of the audit and at the time of discussion, and observation of these control practices and in relation to 
transactions tested.  
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SECTION 2 - CONCLUSION (CONT’D) 
 
PROJECT DEPARTMENT 
Ref# Work Scope Category of 

Findings 
Current 
Grading 

3.5.1 Review of Standard Operating Procedures  

Adequate Effective  

3.5.2 Project Definition 
3.5.3 Project Management Planning  
3.5.4 Project Start-Up 
3.5.5 Project Monitoring 
3.5.6 Change Management 

 
The definition of control adequacy and effectiveness should be interpreted in conjunction with the scope 
of the audit and at the time of discussion, and observation of these control practices and in relation to 
transactions tested.  
 

18
5



186

 
 

 
 

 
 

 
 

 
 

   
 

 
  

FS
BM

 H
ol

di
ng

s B
er

ha
d 

(1
15

60
9-

U
) 

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

Pa
ge

 | 
16

 
In

te
rn

al
 C

on
tro

l R
ev

ie
w

 a
nd

 E
nt

er
pr

ise
 R

isk
 M

an
ag

em
en

t 
26

th
 A

pr
il 

20
23

 

 

SE
C

TI
O

N
 3

.1
 –

 F
IN

A
N

C
E 

D
EP

A
R

TM
EN

T
 

Fu
nc

tio
ns

 
A

ct
iv

iti
es

 
K

ey
 O

bs
er

va
tio

ns
 

Ef
fe

ct
iv

en
es

s o
f 

In
te

rn
al

 C
on

tr
ol

 
R

ec
om

m
en

da
tio

ns
 

M
an

ag
em

en
t 

R
es

po
ns

e 
E 

SI
 

M
I 

W
 

Fi
na

nc
ia

l 
M

an
ag

em
en

t 
3.

1.
1 

Re
vi

ew
 

of
 

St
an

da
rd

 
O

pe
ra

tin
g 

Pr
oc

ed
ur

e 
                    

Ba
se

d 
on

 o
ur

 re
vi

ew
 o

f t
he

 S
ta

nd
ar

d 
O

pe
ra

tin
g 

Pr
oc

ed
ur

e 
(“

SO
P”

) 
of

 F
SB

M
 f

or
 F

in
an

ci
al

 
Pr

oc
es

s a
re

: -
 

 a)
 B

ill
in

g 
b)

 R
ec

ei
pt

 M
an

ag
em

en
t 

c)
 P

ay
m

en
t P

ro
ce

du
re

 (I
nv

oi
ci

ng
) 

d)
 P

ay
m

en
t P

ro
ce

du
re

 (P
ay

m
en

t) 
e)

 B
an

k 
Re

co
nc

ili
at

io
n 

f) 
Pr

oj
ec

t F
in

an
ci

al
 A

na
ly

sis
 

g)
 A

nn
ua

l/Q
ua

rte
rly

 B
ud

ge
tin

g 
h)

 C
as

hf
lo

w
 M

on
ito

rin
g 

i) 
Cu

sto
m

er
’s

 C
re

di
t L

im
it 

an
d 

Cr
ed

it 
Te

rm
 

 Th
es

e S
O

Ps
 h

av
e b

ee
n 

pr
ep

ar
ed

 b
y 

th
e 

Fi
na

nc
e 

M
an

ag
er

, r
ev

ie
w

ed
 b

y 
Fi

na
nc

e 
D

ire
ct

or
, a

nd
 

ap
pr

ov
ed

 b
y 

th
e 

Bo
ar

d.
  

 In
 a

dd
iti

on
, t

he
 sa

id
 S

O
P 

w
as

 la
st

 re
vi

se
d 

sin
ce

 
ye

ar
 2

02
2.

  
 N

o 
iss

ue
s t

o 
be

 h
ig

hl
ig

ht
ed

.  

E 
 

 
 

-- 
-- 

 AP
PE

ND
IX

 V
I -

 IN
TE

R
N

A
L 

C
O

N
TR

O
L 

R
EV

IE
W

 A
N

D
 R

IS
K

 M
A

N
A

G
EM

EN
T 

R
EP

O
R

T 
(C
O
N
T’
D
) 

  

  
 

FSBM Holdings Berhad (115609-U)                                                                                              Page | 15 
Internal Control Review and Enterprise Risk Management 
26th April 2023 

 

SECTION 2 - CONCLUSION (CONT’D) 
 
PROJECT DEPARTMENT 
Ref# Work Scope Category of 

Findings 
Current 
Grading 

3.5.1 Review of Standard Operating Procedures  

Adequate Effective  

3.5.2 Project Definition 
3.5.3 Project Management Planning  
3.5.4 Project Start-Up 
3.5.5 Project Monitoring 
3.5.6 Change Management 

 
The definition of control adequacy and effectiveness should be interpreted in conjunction with the scope 
of the audit and at the time of discussion, and observation of these control practices and in relation to 
transactions tested.  
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APPENDIX VII - REPORT ON THE COMPILATION OF THE PROFORMA CONSOLIDATED 
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