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* Professional accountant from the Chartered Institute of Management Accountant in 1993,

* MBA from Oklahoma City University (USA) in 1995

* Doctorate in Philosophy (PhD) from University of Malaya in 2012 (Knowledge Management Process Capability And Organizational Effectiveness In
Auditing Firms In Malaysia: Role of Trust As Moderating Factor)

* A member of the Malaysian Institute of Accountants, Malaysian Institute of Taxation, Financial Planning Association of Malaysia and Malaysian
Institute of Directors.

* A fellow member of the Chartered Institute of Management Accountants (UK) and CPA (Australia).

* An associate member of the Institute of Internal Auditors Malaysia.

* Director of several private and listed companies in Malaysia and Australia.

* Co-founder of Cheng& Co

* Founder of Cheng & Co Foundation

* Adjunct Professor , UNITAR International University

* Datukship (D.I.M.P), Darjah Kebesaran Mahkota Pahang Yang Amat Mulia Peringkat Kedua Darjah Indera Mahkota Pahang.
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Professional Accountants

Accounting is defined by the American Institute of Certified Public Accountants (AICPA) as “The ART

of recording, classifying, and summarizing in a significant manner and in terms
of money, transactions and events which are, in part at least, of financial

character, and interpreting the results thereof."

ONE STOP PROFESSIONAL CENTRE @

. Malaysia . China . Taiwan . Hong Kong . Singapore . Australia

m“‘&.‘x —— -
© 2013 Cheng & Co. All rights reserved. Che C’O F@RWA“D ,
f the future e Cheng & Co Intemational Corporate Office s

U

he Firm of t



Cheng& Co

Sharing our experience:

Our journey towards

The Firm of the Future
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Milestone Towards Internationalization

-> By upholding 3 main strategles

I

Strategy 1:
Merger &

)
Strategy 2: ] b Strategy 3:
One Stop - F Professional

Acquisition Professional Centre Leadership Centre

« Expanding since 1993 by

merger & acquisition of e Establish a One_stop e Human Excellence
more than 10 professional center Development through
practitioner firms, to and providing more Professional Leadership
meet the ever increasing fessi 1 . Centre
demands of the public. proiessional Services )
to the public. * Talent Staff Gaps

« Globalization thru M&A * Professional Leadership

— Singapore/Australia Development Program.

* Cheng & Co Foundation
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Journey of M&A

A

2015

A‘ « Bell
2014 Management
«Singapore Services, Melaka
2013
Merger Pathway Saba y
Driving Towards 4 2012
3 * PSK & Co,
Business Growth 2011 elska
¢ Indah Group,
2010 Pandan Indah
* Su Lim & * LSM, Perth
Associates, Austrailia
Kuala
Terengganu ‘ 2006
‘ 2003 . rme::‘t:!er, Kuala
‘ = Konsultax Sdn
1993 Bhd, Ipoh
* Eric Chew& Co,
1993 -
« Birth of Cheng & = Cheng & Chua,

Co Batu Pahat
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Su Lim & Associates, Kuala Terengganu

. Cheng & Co set to become
largest local accounting firm

CHENG & Co said it is on track to
become the country’s largest local
accounting firm with the com-
pletion of its merger with Ter-
engganu-based Su Lim & Asso-
ciates.

The merger deal marks Cheng &
Co’s 11th
Its managing partner H.H. Chua
said the merger deal was sealed
within three months from initial
talks.

He said the short time needed to
seal the deal reflected the com-
pany’s vast experience in the mer-
ger and acquisition exercise as it
is its main growth strategy.

“Rather than wasting our re-
sources creali

ting a new branch
from scratch and penetrating the
local market ourselves, we offered
a win-win deal to an established

local company.™ he told reporters
after the signi

between Cheng
ASSOC
vesterday

ceremony

< in Kuala -Terengganu

He said the only way forward for
small accounting firms is to merge
to become more efficient and
competitive.

“Mergers are common practice
even in the international scene.
Malaysian firms, especially in the
service sector, need to become
strong to compete in the market,
especially with international gi-

ants,” Chua said

With branches in Singapore,
Shenzen. Guangzhou,
Kong and Perth, Cheng & Co has
tapped into the regional markets

by capitalising on its Malaysian
rools.

Hong

“Besides accounting, we offer
halal certification consulting
services to foreign companies
that want to invest in the food

industry here and in Indonesia,”
he said

Although detractors may scofl
at the idea of an accounting firm
offering halal certification con-
sulting, Chua said it gives Cheng &
Co an added advantage in provid-

ing one-stop consulting services
to customers.

“We have roped in halal-cer-

tification experts who could liaise
with Jakim in Malaysia and MUI'in
Indonesia on how to make our
clients” ses halal-compli-
ant. 1o their oper-
ations here and in other Muslim
countries,” he said.

Chua said the ability to be mul-
tilingual has also helped the com-
pany to clinch business deals

Cheng & Co’s next move is 1o
merge with accounting firms in
other major cities in the country
where it has have
branch.

“I cannot say for sure where we
will be next, but we will like to
have branches in Penang, Sabah
and Sarawak.” Chua said

busin
This is

yet to a
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2011

CS Ong Group, Pandan Indah
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: Alex (Human Resource & Admin Manger)
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Cheug & Co Siuo| apore Office Ogem'ng Ceremony

‘hengco Inteman‘onal PAC office
Was officialty launched last Ihursdav
(26% February 2015).  Tpe ribbon
Cutting Ceremony yag attended by the
Special inviteq guest from Usy Crowe
Howarg partner - Clajre, py Klampar -
Hong Kong associate partner. Mr James
Yap - Australia Mi
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CHENG & CO INTERNATIONAL
CORPORATE OFFICE
Corporate Communication

il M&A Press Release

fManoging Partner of Cheng & Co Group), witnessed

by lowyer Mr. Chee Kong Chi (Chee Siah Le Kee &

Portners), Mr Goh Hock Gin (Founder of Bel

Monogement Group) & Mr. (hong Ying Choy

(Manoging Partner of ¥. € (hong & Co, hortered
Firm)

Fatraciud from g (<64, Nareyamg Siamg Pam.
Mclals adition an 24* Javaary 2013
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What we are going to talk about?

SMP & Economy

CIET.
CEET
T

Internationalization Experience
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The Malaysian Scenario

Malaysia;

Compared to other Asian countries, faces a
larger risk of slowdown stemming from

institutions and macroeconomic factors.

ONE STOP PROFESSIONAL CENTRE

. Malaysia . China . Taiwan . Hong Kong . Singapore . Australia xsT
© 2013 Cheng & Co. All rights reserved. (“3 __




Challenges: Stuck in MIDDLE

Gross Domestic Product per Capita for Exporting Countries
(in nominal U.S. Dollars)

Singapore
Hong Kong

Taiwan

High- value-added exporters
Korea g " & epor

Mexico :
Malaysia _
Argentina |
Turkey -:
Brazil k_
—
—

South Africa

Colombia

China

J Low cost exporters
India 1

s 0 10,000 20,000 30,000 40,000 50,000 60,000

Source: IMF Database, 2011
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The Malaysian Scenario

Malaysia;

GNI (Gross National Income) per capita: MYR32,568
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Accounting Today

Companies Act:

.

Exempt Private Companies (EPCs) are not required o
have their accounts audited

Singapore - $5mil towards $10mil revenue

UK / Australia, etc
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Accounting Today; Malaysia

» In Malaysia, all companies are required to
have their accounts audited.

> When is our turn?

\‘

- ”
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Accounting Today; Malaysia

> The issue is whether audit
firms could survive if

VOLUNTARY AUDIT be

implemented
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How to Survive?

Consequences:

In 2012, a study in UPM found that nearly

half (44%) of the sample companies
would not continue to have their accounts

audited if not legally required to do so.
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Accounting, The Language of Business

Firm Revenues Employees Fiscal Year Headquarters
PwC United Kingdom
Deloitte United States
Ernst & Young United Kingdom
KPMG Netherlands
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ARE WE IN THE RIGHT INDUSTRY?
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The Way Forward

Mike Porter built his framework for business strategy around
three generic approaches:

- Overall Cost Leadership

e Scale, cost-reduction from experience, overhead control .
- Differentiation

e Something unique (brand, high-quality, dealer network,
durability, design)

- Focus

e On a buyer group, segment of product line or geographic
market
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Suitable Solutions

There is no right or wrong in business, it’s all about

the Suitable Strategy;
So

We suggest Different:’ T %n
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Differentiation

Differentiation Strateg

m Uniquely satisfy one or more widely valued
customer needs

additional costs incurred
premium price
BUT

m Remain cost competitive in providing basic
features
selectively add cost
choose differentiation features that yield a cost

.....................

advantage
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Differentiation

VWhat Differentiation Means

Recover Costs of
Gratuitous Services/ SR seaEl

Add Co=t to Plus a Premium
Differentiate

Cost Price

<“\D“M’w'r
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Operational Effectiveness vs.
Competitive Positioning

High

Differentiation

Low

—fTigh Relative Cost Position

Low



Strategy

| Which one coes first?

Strategy

Cllent;
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What is Strategy

MATC

Resources:
Human Assets
Financial
Brand
Network
IT (ERP)

WINNING IN MARKET
PLACE NO. 1

EXECUTION

Customers Focus

NEEDS

o¥ESSI
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How to Set the Strategy

Context

-Offerings

Customers

Capabilities

Strategic Sweet Point

-Companywide
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Suggested solutions to be DIFFERENT

1) One-Stop Professional Centre
2) Performance-based Evaluation
3) Client’s Satisfaction

4) Internal Process

5) Learning & Growth

6) Employee Satisfaction

7) Corporate Social Responsibility

ONE STOP PROFESSIONAL CENTRE

. Malaysia . China . Taiwan . Hong Kong . Singapore . Australia
¢ 2013 Cheng & Co. All rights reserved.



1) One-Stop Professional Centre

Audit

@ ) Management
/ Consultancy
Tax ¢ One-Stop

Tax Investigation
Professional| —> Halal

Tax Planning

Consultancy
L/ Centre \
Insolvency

ERP
ERP-Finance @ J

Increase No of your High-Income Professional Services
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How many “ONE” is One-Stop?
Real Case from Walt-Disney

Theme Parks

Studio
Entertainment InJuly 1995: [

i

M&A; Disney &CapCities/ABC
Resorts

ABC included the ABC Television
Media Networks ‘ Network and 10 television stations,

the ABC Radio Networks and 21
radio stations, cable networks such
as sport channels ESPN and ESPN2,
several newspapers, and over 100

periodicals.

Consumer
Products

ONE STOP PROFESSIONAL CENTRE 'C)
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How many “ONE” is One-Stop?

Real Case from Walt-Disney

Media Netwogks

A year after the merg ultural clash

between executives at £
After acquiring ABC, Disney g

In 1999 Disney bega
shopping mall play ce osed &
also began selling “non-! PIC’ assets su®
magazine subsidiary acqui¥ed in the ABC deal.

aey, a chain of
PN Stores. Disney
Hirchild Publication, a
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2) Reaching Performance Target

> Result-oriented .. ' _

»> KPI
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3) Client’s Satistaction

_ ’g Level of Customer )

* Fees

G

Create Value; Be Different

e Collection
 Co-operation A
e Readiness of B

Client’s account

J

Customer Classification:

Define Value for each level of customer
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Good News; Client’s Satisfaction

Academic findings:

»No significant difference of client satisfaction with the

overall performance between big 4 and non-big 4 audit

team members
»Clients do not differentiate audit performance of the big

4 and non-big 4 at both the firm and audit team level
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Why we are not there yet

» Client satisfaction over audit firm performance criteria:

Academic findings:

v'Prior experience with the client

v'Responsiveness

v'Demonstration of higher level of independency

v'Commitment to quality
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The Relationship Between Audit Client Satisfaction and Audit Quality Attributes

Table 4 Ranking of Audit Quality Arttributes by Big 4 and non-Big 4

Rank Audit Quality Attributes Mean AMean 1-test
(Big 4) (Non-Big 4) P
Audit Firm
1 Q1 — Audit firm experience with client 436 4.08 316
2 Q3 - Audit firm industry expertise 4.14 3.97 185
3 Q7 — Audit firm independence 4 .06 394 .380
4 Q10 — Audit firm commitment to quality 4.00 3.77 12
5 Q35 — Audit firm responsiveness to client needs® 3.76 3.86 040
Audit Team
1 Q6 — Auditteam competence with Approved 416 4.08 405
Accounting Std and Approved Auditing Std
2 Q12 — Audit team member conduct to audit field 3.96 3.86 894
work
3 Q9 — Audit team exercises due care 3.97 3.79 .181
4 Q8 — Audit team independence® 398 3.73 .023
5 Q11 — Audit firm executive involvement 1n the 3.88 3.78 -839
engagement
6 2 — Audit team experience 3.69 3.67 .390
7 Q4 — Audit team industry expertise 3.65 3.73 265
8 Q13 — Audit team interaction with audit commattee 373 343 .288
9 Q15 — Audit team maintain personnel sceptical 3.49 3.18 17
attitude
10 Q14 — Audit team ethical and knowledgeable in 341 3.27 .102

accounting and auditing

Note: *Significant difference between Big 5 and non-Big 5 at p< 05.




Client’s Satisfaction

Failure points: Relationship
Trust

ss»Experience with the client

*»Industry expertise _ _
s Professionalism

**Independency

“+Commitment to QUALITY N
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Client’s Satisfaction

Adjust level of your services with

the level of your CLIENTs...

Define the strategy based on

your client’s needs
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4) Internal Process

DU H¢ 'SNL‘.!!E Clierbgetem

Online

" f_ jﬁioﬁﬁm
1

>
é"‘*!

1eng & (
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5) Learning & Growth

Training

» Technical
Knowledge of Audit, Tax, ...

> Soft Skills
Problem Solving, Communication,....

Staff believes they need to improve their

71% —
O Communication Skills
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Learning & Growth

Sources allocated to Training:

»Financial
»HR (Trainee, Trainer)
»No of Hrs
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Learning & Growth, Case Study

Edward Jones; Brokerage Firm

»Founded in 1922

»The best place to work in America by Fortune Magazine, 2000
& 2001

» Forth-largest broker in U.S. by 2006

»No. 1 in JD Power’s Client Satisfaction Scores

» 17000 Financial Advisors by 2012
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Learning & Growth, Case Study

Edward Jones;
45% of 6.16 people will be

100people ESTABLISHED BROKERS:
2.77 People *~ 3 People
Hire Q
8 People -

Success rate: 77%: 6.16 reople

| 4months Training
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6) Employee Satisfaction

Recruitment
Define the criteria to know whom you should

recruit

For employers looking to recruit Generation Y:

New entrants have a different set of values to previous generations.

Companies need to ‘SELL their company to new recruits
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Employee Satisfaction

" Overall, how satisfied are you with your career choice in external audit?

Very Satisfied 5 - 7%

+ I ::

> |
2 |

Very Dissatisfied 1 [Jilij 2%

0% 10% 20% 30% 40%
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HR Matters!

Satisfaction 4— 5 O/O

Intend to LEAVE their role within 3

ars 490,

Wanted: More Communication

7 1 0 /O and Recognition
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HR Really Matters!

Keeping Mum mmmp 6 5 O/O

Partnership Py
X D

18%
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7) CSR; Corporate Social Responsibility

19 Jan, 2014. GST and Financial
Planning Talk in Triang, Pahang
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16 May, 2014. GST & ERP talk
with Muar Furniture Association
in Muar - Nanyang Press

RAGE RS RO R AT (H8) RRRBESLE
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15 May, 2014. GST & ERP talk
with Muar Furniture Association
in Muar - Sin Chew Daily
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Journey from a Vision & Mission through Performance
Measurements

VISION / MISSION / One Stop Professional Centre
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Critical Success Factors
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OUR FOOTSTEPS

CHENG & CO’S
INTERNATIONALIZATI
EXPERIENCES -
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AUSTRALIA PARTNER COLLABORATION

@ MOU Signing
Ceremony with
Lachlan Partners,
Melbourne.

@ Cheng & Co’s Perth
office opening
ceremony
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TAIWAN IPO

IPO TAIWAN

SIGNING CER
o i {\‘.-y .

IPO TAIWAN

Signing Ceremony with Techcential S/B, Sinopac Securities,
Moores Rowland CPAs, A Garanzia LLP and Alpha Corporate Services Pte
Ltd in The Gardens Hotel, KL
on 8t Aug 2012
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DIGIWIN TAIWAN ERP
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BSC IMPLEMENTATION IN MYANMAR

Strategic Management & BSC Implementation
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CHENG & CO INTERNATIONAL CORPORATE OFFICE

(CCiCO) 2015

PRO B CENTRE SDN BHD

Vertical I Bangsar South Office VERTIC AL
(completion in 2015) Bangtar Soum master pan s an
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