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AUDITOR’S 
INDEPENDENCE: THE 
SILENT GUARDIAN OF 
FINANCIAL INTEGRITY 

 
Syazliana Kasim 

 
Picture  this: you’re  scro lling  throug h the  ne ws on your p hone  and  
stumb le  up on a he ad line  ab out a comp any’s financial scand al — 
millions lost, inve stors shocke d , re p utations ruine d . You mig ht sig h 
and  move  on, b ut b e hind  such storie s ofte n lie s one  crucial 
q ue stion: Whe re  we re  the  aud itors? This simp le  q ue stion le ad s us 
to  one  of the  most imp ortant ye t o fte n ove rlooke d  conce p ts in the  
b usine ss world , that is the  aud itor’s ind e p e nd e nce . It’s the  q uie t 
g uard ian of financial trust, e nsuring  that the  information 
comp anie s share  with us, from small e nte rp rise s to  b ig -name  
corp orations, can actually b e  b e lie ve d . 
 
In simp le  te rms, aud itor ind e p e nd e nce  me ans that an aud itor must 
b e  fre e  from influe nce , b ias, o r conflict o f inte re st whe n e xamining  
a comp any’s financial state me nts. Whe the r it’s a larg e  aud it firm or 
a sing le  p ractitione r, the  aud itor’s job  is to  look at the  b ooks, 
q ue stion manag e me nt, and  p rovid e  an hone st op inion, without 
any fe ar or favour. Think of the  aud itor as a financial re fe re e . The ir 
ro le  isn’t to  p lay for any sid e , b ut to  make  sure  the  g ame  is fair, the  
rule s are  fo llowe d , and  the  score  (in this case , the  financial re sults) 
truly re fle cts what’s hap p e ning . 
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Why Auditor Independence Matters 
 

Public trust in financial reporting 
In Malaysia’s g rowing  e conomy, trust is e ve rything . Inve stors, b anks, and  e ve n the  
g e ne ral p ub lic re ly on financial re p orts to  make  d e cisions, from le nd ing  mone y to  
inve sting  in share s or ap p roving  g ove rnme nt allocations. Without ind e p e nd e nce , that 
trust crumb le s. If an aud itor is too  close  to  manag e me nt, the ir op inion can lose  
cre d ib ility. Ind e p e nd e nt aud iting  p rovid e s assurance  that the  comp any’s financial 
p osition is state d  truthfully, no t p ainte d  with cre ative  accounting  or hid d e n d e b ts. 
 
We ’ve  se e n what hap p e ns whe n ind e p e nd e nce  is comp romise d . The  1 Malaysia 
De ve lop me nt Be rhad  (1MDB) scand al, one  of the  most talke d -ab out financial 
controve rsie s in Malaysia, shook confid e nce  in b oth the  p ub lic and  p rivate  se ctors. 
While  the  issue  was comp le x, one  of the  le ssons it taug ht us was how vital ind e p e nd e nt 
aud iting  and  ove rsig ht are  in p re ve nting  manip ulation and  re storing  p ub lic faith in 
financial g ove rnance . 
 
Guarding Against Corporate Scandals 
Malaysia has had  its share  of accounting  scand als, from the  Transmile  Group  Be rhad  
case  in the  mid -2000s to  irre g ularitie s in smalle r liste d  comp anie s on Bursa Malaysia. 
Each time , q ue stions arose  ab out whe the r aud itors e xe rcise d  e noug h p rofe ssional 
sce p ticism or if familiarity and  p re ssure  d ulle d  the ir ind e p e nd e nce . The se  incid e nts 
we re  wake -up  calls. The y le d  re g ulators like  the  Aud it O ve rsig ht Board  (AO B), und e r 
the  Se curitie s Commission Malaysia (SC), to  tig hte n the ir monitoring  of aud it firms. The  
ob je ctive  o f the  AO B is to  d e ve lop  an e ffe ctive  aud it ove rsig ht frame work and  p romote  
confid e nce  in the  q uality and  re liab ility of aud ite d  financial state me nts in Malaysia. The  
AO B re g ularly insp e cts major and  mid -tie r firms to  e nsure  the y comp ly with the  
aud iting  stand ard s, ind e p e nd e nce  rule s, and  q uality contro l p ractice s. Such vig ilance  
e nsure s that Malaysia’s cap ital marke t re mains cred ib le  to  b oth local and  fore ig n 
inve stors b e cause  once  confid e nce  is lost, it take s ye ars to  re b uild . 
 
Independence Builds Stronger Corporate Governance 
Ind e p e nd e nt aud itors d on’t just che ck fig ure s b ut the y re inforce  the  e ntire  e cosyste m 
of corp orate  g ove rnance . A comp any with transp are nt, ind e p e nd e ntly aud ite d  
accounts sig nals re sp onsib ility and  accountab ility to  its share hold e rs. That’s why 
frame works like  the  Malaysian Cod e  on Corp orate  Gove rnance  (MCCG), issue d  b y the  
Se curitie s Commission, strong ly e mp hasise  aud itor ind e p e nd e nce . The  MCCG 
e ncourag e s aud it committe e s within comp anie s to  e nsure  that e xte rnal aud ito rs 
re main ob je ctive , ro tate  p e riod ically, and  d isclose  any re lationship s that mig ht imp air 
the ir jud g me nt. In short, ind e p e nd e nce  isn’t just a te chnical re q uire me nt. It’s a p illar o f 
g ood  g ove rnance . 
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Protecting Small Businesses and the Public Sector 
Aud itor ind e p e nd e nce  isn’t just a “b ig  comp any” issue . Eve n the  small and  me d ium-
size d  e nte rp rise s (SMEs), coop e rative s, and  g ove rnme nt-linke d  ag e ncie s ne e d  
ind e p e nd e nt aud its. Take  for instance  g ove rnme nt d e p artme nts and  statutory b od ie s 
aud ite d  b y the  National Aud it De p artme nt (NAD). The  Aud itor Ge ne ral’s Re p ort, tab le d  
annually in Parliame nt, hig hlig hts how p ub lic fund s are  sp e nt and  whe the r any 
irre g ularitie s occur. The  cre d ib ility of that re p ort re lie s e ntire ly on the  ind e p e nd e nce  
of the  aud iting  p roce ss and  Malaysians e xp e ct no thing  le ss. Similarly, for small and  
me d ium-size d  e nte rp rise s (SMEs), ind e p e nd e nt aud itors he lp  owne rs d e te ct 
we akne sse s in financial manag e me nt and  p re ve nt misuse  of fund s. Whe n b usine ss 
p artne rs, sup p lie rs, o r le nd e rs know that a comp any’s accounts are  re vie we d  
ind e p e nd e ntly, it stre ng the ns confid e nce  and  facilitate s smoothe r b usine ss 
re lationship s. 
 
Challenges to Auditor Independence in Malaysia 
O f course , staying  truly ind e p e nd e nt isn’t always e asy. In p ractice , Malaysian aud itors 
face  se ve ral challe ng e s. 
 
Familiarity threat – Many firms have  long -stand ing  re lationship s with the ir clie nts. 
O ve r time , the  aud itor may b e come  too  comfortab le , unconsciously ove rlooking  issue s. 
To  mitig ate  this, the  Malaysian Institute  of Accountants (MIA) mand ate s p artne r ro tation 
e ve ry fe w ye ars for p ub lic inte re st e ntitie s. 
 
Self-interest threat – If an aud itor d e p e nd s he avily on one  major clie nt for fe e s, 
ind e p e nd e nce  can b e  comp romise d . The  fe ar of losing  that clie nt mig ht influe nce  the  
aud itor’s jud g me nt. That’s why b oth the  MIA By-Laws and  the  AO B’s Ethical Stand ard s 
p lace  limits on non-aud it se rvice s p rovid e d  to  aud it clie nts. 
 
Intimidation threat – In some  case s, aud itors face  p re ssure  from comp any 
manag e me nt to  softe n find ing s or d e lay re p orts. Stand ing  firm in such situations 
re q uire s p rofe ssional courag e , e thical g round ing , and  re g ulatory sup p ort. 
 
Public perception – Ind e p e nd e nce  is no t only ab out re ality b ut also  ab out ap p e arance . 
Eve n if an aud itor acts ind e p e nd e ntly, p ub lic confid e nce  can still e rod e  if the re ’s a  
p e rce p tion of close ne ss to  manag e me nt. That’s why transp are ncy and  d isclosure  of 
aud itor re lationship s are  so  critical. 
 
Recent Developments: Strengthening Independence in Malaysia 
O ve r the  ye ars, Malaysia has take n so lid  ste p s to  safe g uard  aud itor ind e p e nd e nce . 
Aud it O ve rsig ht Board  (AO B) which is e stab lishe d  und e r the  Se curitie s Commission 
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Malaysia, insp e cts the  aud it firms that aud it p ub lic-liste d  comp anie s, e nsuring  
ad he re nce  to  ind e p e nd e nce  and  e thical stand ard s. The  Malaysian Institute  of 
Accountants (MIA) throug h its By-Laws (O n Profe ssional Ethics, Cond uct and  Practice ) 
outline  five  typ e s of thre ats to  ind e p e nd e nce  and  re q uire  aud itors to  imp le me nt 
safe g uard s ag ainst the m. In ad d ition, the  mand atory aud it p artne r ro tation among  the  
p ub lic inte re st e ntitie s (such as liste d  comp anie s) must ro tate  the  aud it e ng ag e me nt 
p artne r afte r a sp e cific p e riod  to  avoid  ove r-familiarity. The  Aud itor Ge ne ral’s O ffice  
also  e nsure  the  e nhance d  p ub lic accountab ility b y having  the  g ove rnme nt annual 
re p orts b e ing  re p orte d  to  e xp ose  any we akne sse s in g ove rnme nt sp e nd ing  and  
re inforce  the  me ssage  that ind e p e nd e nt aud iting  is crucial for transp are ncy in the  
p ub lic se ctor. 
 
Eve n if you’re  not an accountant, aud itor, o r inve stor, aud itor ind e p e nd e nce  still affe cts 
you. Whe n financial state me nts are  cre d ib le , inve stors fe e l safe r, job s re main stab le , 
taxe s are  b e tte r manag e d , and  the  ove rall e conomy g rows strong e r. Whe n 
ind e p e nd e nce  is lost, the  cost is b orne  b y e ve ryone , that is the  e mp loye e s, taxp aye rs, 
and  the  p ub lic at larg e . Financial co llap se s can me an job  losse s, re d uce d  p ub lic fund s, 
and  d amag e d  trust in institutions. In a country striving  for sustainab le  e conomic g rowth 
and  transp are nt g ove rnance , ind e p e nd e nt aud iting  is no t a luxury b ut it’s a ne ce ssity. 
 
In Malaysia’s journe y toward s g re ate r financial transp are ncy, aud itor ind e p e nd e nce  
stand s as a  q uie t b ut p owe rful safe g uard . It e nsure s that e ve ry ring g it re p orte d , e ve ry 
p rofit d e clare d , and  e ve ry e xp e nse  re cord e d  can b e  truste d . While  laws and  
frame works p lay the ir p art, true  ind e p e nd e nce  b e g ins with the  aud itor’s inte g rity, the  
inne r comp ass that g uid e s the m to  d o  what’s rig ht e ve n whe n it’s d ifficult. So , the  ne xt 
time  you he ar ab out an “aud ite d  financial state me nt,” re me mb e r, it’s no t just ab out 
che cking  numb e rs. It’s ab out p ro te cting  the  trust that ke e p s the  country’s e conomy, 
inve stors, and  citize ns confid e nt in the  syste m. 
 

 

 

 

 

 

 




