
ETHICS 
STANDARDS 

BOARD
Annual 
Report2012



Copyright© November 2013 by the Malaysian Institute of Accountants (MIA). All rights reserved. Permission is granted to make copies of this work provided that such copies are for 
use in academic classrooms or for personal use and are not sold or disseminated and provided that each copy bears the following credit line: 
“Copyright © (Month and Year) by the Malaysian Institute of Accountants (MIA). All rights reserved. Used with permission of MIA. Contact communications@mia.org.my for 
permission to reproduce, store or transmit this document.” 
Otherwise, written permission from MIA is required to reproduce, store or transmit, or to make other similar uses of, this document, except as  permitted by law. Contact 
communications@mia.org.my

Photo credits: 
Cover page - “Abstract Colorful Smoke Background Vector Art” from http://all-free-download.com/free-vector/vector-abstract/abstract_colorful_smoke_background_vector_
art_267451.html  
Page 2 - subscibed from iStock and / or Fotolia.



Contents

About the Ethics Standards Board (“ESB”)                            3

Report of the Chairperson                                           4

Highlights for 2012                                    5

Ethics Standards Board                                                                 7



2
Ethics Standards Board

Annual Report | 2012



3
Ethics Standards Board
Annual Report | 2012 

About the Ethics Standards Board
The Ethics Standards Board (“ESB”) is a standard setting body designed by and operating 
independently under auspices of the Council of the Malaysian Institute of Accountants (“the 
Institute” or “MIA”).  The objective of ESB is to promote adherence to high quality professional and 
ethics standards and convergence with international ethics standards.

The objective of the ESB, as outlined in its Terms of Reference, is to serve the public interest by 
setting high-quality ethics standards for professional accountants and by converging with 
international ethics standards.  This enhances the quality and consistency of services provided by 
professional accountants throughout Malaysia.  In addition, this strengthens public confidence in 
the accounting profession and in business as well as the capital market in Malaysia.

The ESB’s membership consists of eight (8) volunteer board members from the country.  The eight 
members comprise five (5) individuals who are not members or employees of an audit firm and 
three (3) practitioners.  Two (2) of the non-practitioners are regulators.  Members are appointed 
by the Institute, based on recommendations from the Institute’s Nominating Committee.

The structures and processes that support the operations of the ESB are facilitated and supported 
financially by the Institute.  The ESB is a component of the overall the Institute reporting entity.
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Report of the Chairperson

It is now 3 years since the ESB was established to 
provide the accounting profession in setting and 
adopting of professional and ethics standards in 
Malaysia.  I am pleased to report on our activities 
during the year.  The Institute’s By-Laws (On 
Professional Ethics, Conduct and Practice) set the 
ethics standards for professional accountants in 
view of the professional responsibilities and duties 
owed to their clients, employers, the authorities 
and the public.  In recognising the significant 
role played by the accountancy profession in 
society, the Institute’s By-Laws have been framed 
with the objective that members, as professional 
accountants, exhibit the highest ethical standards, 
professionalism and professional conduct are 
expected of the profession.

In 2012, the ESB continued its commitment to serve 
the public interest by converging high quality ethics 
standards for professional accountants.  As part 
of the ESB’s convergence efforts, ESB was geared 
towards strengthening the ethics standards by 
providing comments to the International Ethics 
Standards Board for Accountants (IESBA) on their 
exposure drafts and consultative papers throughout 
the year.

In January and March, the ESB submitted its 
comments on “Proposed Changes to the Code 
of Ethics for Professional Accountants, Related to 
Provision Addressing a Breach of a Requirement of 
the Code” and “Proposed Changes to the Code 
of Ethics for Professional Accountants, Addressing 
Conflicts of Interest” to the IESBA respectively.

In April and October, the ESB also responded the 
IESBA exposure draft entitled “Proposed Change to 
the Definition of Engagement Team” and “Proposed 
Change to the Definition of Those Charged with 
Governance”.

In December, the ESB had a long deliberation on 
the IESBA Exposure Draft, entitled “Responding 
to a Suspected Illegal Act”.  This is one of the 
most challenging discussions that the ESB has 
ever undertaken.  We believe there is a need for 

a robust system for professional accountants to 
deal with suspected illegal acts. However, there 
are challenges around liability exposure and 
potential adverse consequences for professional 
accountants who are whistle-blowers.  In this 
regard, the ESB had expressed our concerns about 
the IESBA’s proposals and advised the IESBA to re-
consider the proposals carefully.

To further facilitate effective implementation of 
the Institute’s By-Laws, the ESB also reviewed and 
adopted the IESBA’s staff questions and answers 
(Q&As) on implementing the Institute’s By-Laws.  
This can be accessed free of charge on the 
Institute’s website at www.mia.org.my.  In addition, 
the website also includes a feature for members to 
submit their enquiries.

Moving forward, the ESB will continue to provide 
the support toward a successful implementation of 
the Institute’s By-Laws.  I trust that our members and 
stakeholders will be able to contribute and support 
ESB in our quest to enhance the professional 
ethics in Malaysia in tandem with stakeholders’ 
expectations.  The ESB and the management team 
of the Institute certainly continue to build public 
trust in the accounting profession and are always 
keeping public interest uppermost in our mind when 
setting high quality ethics standards for professional 
accountants.

I would like to record my appreciation to all 
ESB members and observers, along with the ESB 
technical staff, for their unwavering commitment 
to the ESB’s works, enduring support and keenly 
participation.

ZAHRAH ABD WAHAB FENNER
Chair, Ethics Standards Board
19 November 2013
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Convergence Efforts
As part of the ESB’s convergence efforts, the ESB 
met up several times during the year in discussion 
about the IESBA exposure drafts.

Breach of a Requirement of the Code
The proposed changes to the Code of Ethics (“the 
Code”) relating to a breach of the Code include a 
requirement that a professional accountant would 
take whatever actions might be available as soon as 
possible to satisfactorily address the consequences 
of a breach of a provision of the Code.  The ESB 
agrees to the initiative of the exposure draft, as 
the ESB believes that the proposed requirement 
will reduce unscrupulous behaviour and potential 
abuse by professional accountants in complying 
with the Code and promoting responsible behaviour 
by professional accountants.

Conflict of Interest
The proposed changes to the Code relating 
to conflict of interest are to provide additional 
guidance to professional accountants in business 
and in public practice in identifying, evaluating 
and managing conflict of interest.  In particular, 
a more comprehensive description of a conflict 
of interest and examples of situation in which 
conflict of interest may arise. The proposed 
new requirements will stimulate professional 
accountants to think about whether they can 
remain objective in the circumstances and adhere 
to the other fundamental principles in the Code.  
The ESB supports the IESBA’s proposal to have a 
robust framework which provides guidance and 
clarity to professional accountants when identifying 
and evaluating any likelihood of conflict of interest.  
However, the main suggestions from the ESB to the 
IESBA include any resulting conclusions possibly 
from applying the ‘reason to believe’ threshold, be 
properly supported with empirical evidence and 
consent to be obtained from the client must be an 
informed written consent. 

Highlights for 2012

The definition of “Engagement Team”
The IESBA proposed a revision to the definition of 
engagement team because there is perceived 
inconsistency between the independence 
requirements for external auditors under the Code 
and the use of internal auditors to perform external 
audit procedures.  The ESB agrees with the proposed 
revision to the definition of “Engagement Team” to 
make it clear that internal auditor providing direct 
assistance to an external auditor are not considered 
part of the engagement team under the Code.

The definition of “Those Charged with 
Governance”
The ESB supports the proposed change to the 
definition of “Those Charged with Governance” to 
avoid any incompatibility between the Code and 
the revised International Standards on Auditing 
260 “Communication with Those Charged with 
Governance”.  The ESB is its view that the firm should 
be given flexibility in deciding the appropriate 
person(s) within the entity’s governance structure 
with whom to communicate governance matters, 
as those charged with governance in different 
entities may refer to different group of people.

Responding to a Suspected Illegal Act
In December, the ESB reviewed and provided 
comment on the IESBA exposure draft, entitled 
“Responding to a suspected illegal act”.  Among 
other matters, the proposals describe the 
circumstances in which a professional accountant 
would be required or expected to breach 
confidentiality, one of the five fundamental 
principles in the Code, and disclose the act to 
an appropriate authority.  The proposals set out 
the expected course of action for a professional 
accountant if management or those charged 
with governance do not respond to the issue 
appropriately.

The ESB supports the IESBA’s proposal to have a 
robust framework which provides clear guidance
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to professional accountants when reporting and disclosing a suspected illegal act.  Indeed, it is a legal requirement 
in Malaysia for auditors to report and disclose illicit acts, accompanied by whistle-blowers protection provisions.  
Whilst the ESB recognises that the proposed changes will be beneficial in aiding further understanding of the 
requirements expected of professional accountants, the ESB is of the view that all professional accountants 
irrespective of whether in business or in practice should be treated in the same manner.  In other words, the 
responsibilities of professional accountants in business and professional accountants who provide non-audit 
services, should not differ from the external auditors, with regard to the report and disclosure of a suspected 
illegal act.  However, the ESB recognises that it is disproportionate to establish the above-mentioned requirement 
to professional accountants in business and professional accountants who provide non-audit services, without 
providing them with adequate protective mechanisms. 

One of the outreach activities; presentation on “MIA By-Laws: Guidance on Professional Ethics, 
Conduct and Practice” held by MIA for students of Universiti of Sultan Zainal Abidin (UniSZA). 

Highlights for 2012 (continued)

Driven in part by the market 
expectation, universities’ and 
colleges’ students, who are 
in the field of accounting, 
expected to understand 
professional ethics to prepare 
them for future employment.  
The ESB staff continued in 
the tradition of promoting 
capacity building and had 
held sessions to share with 
universities’ and colleges’ 
students with regard to the 
Institute’s By-Laws in January, 
March and December 2012 
respectively. These sessions 
highlighted on the overview 
of the Institute’s By-Laws, 
fundamental principles of 
professional ethics, as well as 

Outreach Activities

real life examples of ethical issues in business and public practices.  These sessions were drawing the participation 
of students from Universiti Sultan Zainal Abidin, Kolej Uniti and Politeknik Kota Baharu.



7
Ethics Standards Board
Annual Report | 2012 

NAME ORGANISATION TERM ENDED 
/ ENDING

Board Members

Zahrah Abd Wahab Fenner, 
Chairperson Companies Commission Malaysia 2014

Dr. A Bakar Sarpon Institute Integrity Malaysia 2013

Eugene Wong Weng Soon Securities Commission Malaysia 2014

Loh Kam Hian KPMG 2015

Ravindran Navaratnam Minconsult Sdn Bhd 2015

Simon Kua Choo Kai Ernst & Young 2015

Stefanie Ng Federation of Public Listed Companies Bhd 2015

Tan Soo Yan Ernst & Young 2015

Observers

Ong Swee Leng Auditor General Department of Malaysia

Leong Wai Leng Audit Oversight Board

Selvarany Rasiah Bursa Malaysia Berhad

ESB Secretariat

Eddie Wong MIA Professional Standards and Practices

Chiam Pei Pei MIA Professional Standards and Practices

Suzana Mohd Hulaimi MIA Professional Standards and Practices

Ethics Standards Board 
(January 1, 2012 to December 31, 2012)
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Zahrah Abd 
Wahab Fenner, 

Chairperson

Loh Kam Hian

Ravindran Navaratnam Simon Kua Choo Kai Stefanie Ng

Dr. A. Bakar Sarpon Eugene Wong 
Weng Soon

Tan Soo Yan

*Not pictured:
ESB Observers - Leong Wai Leng and 
Ong Swee Leng

Selvarany Rasiah, 
Bursa Malaysia Berhad

ESB Members

ESB Observers

ESB Secretariat

Chiam Pei PeiEddie Wong Suzana Mohd Hulaimi



Chartered Accountants Malaysia and MIA

The Chartered Accountant Malaysia or “C.A.(M)” is a designation conferred by the Malaysian Institute of 
Accountants (“MIA”) to a professional in accountancy, business and finance with a recognised accountancy 
qualification and relevant work experience. C.A.(M) are the industry captain, corporate leaders and decision 
makers that play a significant part in nation building.

MIA was established under the Accountants Act 1967 as the statutory accountancy body that regulates, 
develops, supports and enhances the integrity and status of the profession while upholding the public interest. 

Working closely alongside strategic business partners and stakeholders, MIA connects its members to a wide 
range of continuous professional development programme, updates and networking opportunities. Presently, 
there are close to 30,382 members making their strides across all industries in Malaysia and around the 
world.

Vision

To be a globally recognised and renowned institute of accountants committed to nation building.

Mission

To develop, support and monitor quality and expertise consistent with global best practice in the accountancy 
profession for the interest of stakeholders.

Objectives

1. Develop and enhance the competency of accountancy professionals to meet market demand.

2. Advance and enhance the status of members and the accountancy profession in Malaysia.

3. Regulate the practice of the accountancy profession in Malaysia consistent with global standards and best 
practices.
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