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Abstract 
The aim of this study is to investigate the nature of risk information within Malaysia annual 
report and also to investigate potential determinants who influence the risk disclosure 
practice. Past accounting scandals and also the failure of financial system in 2007/2008 has 
triggered the need for sound corporate governance and also comprehensive risk 
management plan. A total of 167 companies based on a random sample were chosen from 
Bursa Malaysia from 2008 till 2017. This study also employed content analysis to measure the 
level of risk information. Based on the result, it is found that for the last 10 years, companies 
in Malaysia has increase their disclosure practice which this can be refer from the positive 
upward trend graph. This study found that all the selected corporate governance is positively 
and significantly influenced the risk disclosure practice among listed companies in Malaysia.  
Keyword: Risk Disclosure, Corporate Governance, Content Analysis, Malaysia 
 
Introduction 
In general, annual report is an important tool to convey useful information to stakeholder and 
potential investor as it comprises comprehensive information such as financial and non-
financial information (Azlan, Rosli & Hassan, 2009). However, due to unforeseen internal and 
external factors, company is exposed to a volatile business environment. Study reported by 
Ernst & Young (2014) and Gjerald & Lyngstad (2015) stated that, one of the factors who 
contributed to the volatile business environment faced by the company today is non-financial 
risk such as technical risk, operational risk and strategic risk. This is supported by Abdullah et 
al. (2015) who agreed that much of business downfall was caused by the inability of the 
management to properly manage their non-financial risk. Political unrest, a conflict among 
countries, uncertain government policy also viruses attack is some of the unforeseen risk that 
totally affects the company growth (Abdullah et al., 2015). 
Despite the potential effect that was caused by undisclosed non-financial risk information, 
the management however still opposed the idea of disclosing the information to the market 
and rather focus on disclosing more prominent risk information of financial risk information 
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(Lajili & Zéghal, 2005). Similar study also argued that by disclosing such vague non-financial 
risk information to the market, an inform decision may not be concluded by the investors. It 
was stated, before investor decided on the investment decision, usually they will observe 
company performance and their risk management plan (Cabedo & Tirado, 2004). It also stated 
that, in a situation whereby the investors make a poor investment decision (cannot assess the 
company risk information), they may decide to uphold their investment as the probability for 
severe loss is higher.  
After a series of discussions, it was agreed by researchers and standard setters that, high 
quality corporate reporting should contain significant amount of non-financial risk 
information together with financial risk information (ICAEW, 1999; CICA, 2009). Study by 
Solomon et al. (2000, 2011) confirmed that, with the disclosure of non-financial risk 
information from the company, this practice may assist investors to improve their decision 
making and reduce their concern (Orens & Lybaert, 2007). Therefore, to enhance their 
investment capability, investors especially has demanded richer information from the 
company as the disclosure practice in some countries are considered as optional (Financial 
Reporting Council (FRC), 2011). Past result study has showed that company may reluctant to 
disclose risk information as it may impair their competitive advantages upon the competitor 
(Ali, 2013; FRC, 2011). Arguably, the debate has continued whether it is necessary for the 
company to disclose information despite the probability of losing their competitive advantage 
in the market.  
In light of the increasing demand for high quality information, past studies has further 
investigated the potential factors that affect company disclosure level (Saggar & Singh, 2017). 
However, it is to note that there are some limitations that associated with previous studies 
which open for further investigation. It was found that most of the previous studies focus on 
the effect of company characteristics with risk disclosure (Azlan et al., 2009; Baroma, 2014; 
Oliveira et al., 2011; Madrigal et al., 2015) and less focus on the effect of corporate 
governance. By referring to this loophole, this study therefore interested to establish 
relationship between corporate governance and disclosure practice especially in developing 
context (Ntim, Lindop & Thomas, 2013; Said Mokhtar & Mellett, 2013; Saggar & Singh, 2017). 
This study is in general will enrich the current understanding on the risk disclosure and the 
factors who might affect it.  
Result on previous study also suggested that some of the corporate governance attributes 
were found to have positive and significant relationship with total disclosure level, however, 
interestingly in different studies, the same corporate governance is showing contradict result.  
In Malaysia, study on corporate governance and risk disclosure is still limited that tend to 
generate a mixed result (Zadeh, 2015). This fact alone has motivated the researchers to 
further examine the effect of corporate governance determinants to total disclosure level 
among companies in Malaysia.The purpose of this study is to measure the level of risk 
information being disclosed in the annual report of Malaysian companies and at the same 
time, identified potential factors who could influence higher disclosure of risk information in 
the annual report. To realise the research objective, this study indicatively performed content 
analysis into both sections of the annual report (financial section and non-financial section) 
to determine the level and type of risk information which listed companies in Malaysia 
disclose.  
This study was organise as follows. In the first section of this study, researcher will focus on 
discussing the introduction and background of corporate governance in Malaysia. In the next 
section, this study will explain the theoretical framework employed together with the 
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formation of hypotheses. Next, methodology apply will be discussed in the third section of 
this study followed by the analysis and result. Last section of this study will focus on analysis 
discussion and conclusion of the study.  
 
Research Objectives 
The following research objectives was formulated in order achieved the aim of this study: 

1. To determine the trend of risk disclosure and characteristics of risk information 
disclosed among listed companies in Malaysia from 2008-2017. 

2. To established the relationship between corporate governance determinants with 
total risk disclosure level in Malaysian companies.  

 
Corporate Governance and Risk Reporting Environment in Malaysia 
Enron, Parmalat and WorldCom are some of the perfect example of corporate governance 
failure in the past and these scandals have raised concern on the reliability of companies 
annual report as the primary source of information (Linsley & Shrives, 2000). On the bright 
side of these scandals, it allows the company to realise the importance to have sound 
governance and at the same encourage the company for higher disclosure to the market. In 
Malaysia, Transmile case back in 2006 is the perfect example of corporate governance failure 
where it was reported that, the total revenue of the company in the last three years was 
purposely fabricated (Abdullah Zaimee, 2007; Norwani, Mohamad & Chek, 2011). Transmile 
scandal arguably was due to poor monitoring from the board and the failure of governance 
to ensure the reliability of information discloses (Norwani et al., 2011).  
Ghazali (2004) and Zadeh (2015) argued that achieving sound governance is crucially 
important in order to retain the shareholder and ensuring the management is working at the 
best interest of shareholders where this could be realised through regulation implementation. 
Akhtaruddin et al. (2009) convinced that corporate governance could become an essential 
tool to improve internal control and reduce agency cost. Ho & Wong (2001) stated that, 
manager opportunistic behaviour could be reduced under comprehensive monitoring which 
as a result enhance corporate disclosure due to lower information asymmetry.  
In Malaysia, the risk disclosure standard was governed Malaysian Accounting Standard Board 
(MASB) where one of their objectives is to establish disclosure standard and ensure the 
standard govern is fulfilling international criteria. Before the establishment of MASB, 
Malaysian Institute of Accountant (MIA) and Malaysian Institute of Certified Public 
Accountants (MICPA) is the responsible bodies to set the accounting standard for Malaysian 
companies. All matters related to the accounting profession were governed under MIA while 
MICPA is responsible to professionally recognise the accounting profession in Malaysia 
(Susela, 1999). 
To ensure the governance system in Malaysia at the top notch, Malaysian Code of Corporate 
Governance (MCCG) is the responsible body to establish and approved regulation related to 
corporate governance in Malaysia. MCCG has been through a series of amendment since 2002 
until 2017 to ensure the corporate governance standard in Malaysia is update and align with 
international need (Akhtaruddin et al., 2009; MCCG, 2017). In addition, Bursa Malaysia also 
adapted their own listing requirement which compulsory to be abided by listed companies in 
Malaysia. These codes promote on the need of better transparency, accountability, internal 
control and board function among listed companies in Malaysia. Corporate governance was 
claimed as an important tool employed by the management to achieve their objectives while 
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disclosure was considered as a communication tool to deliver beneficial information to the 
public (Akhtaruddin et al., 2009). 
Previous researcher argued that information disclosure from a company is considered as their 
assurance to the market to reduce investor concern. It is to note that most of the previous 
literature focus on determining the effect of company characteristic to risk disclosure (Chen 
& Jaggi, 2000) which left the effect of corporate governance to be further study. Therefore, 
this study will focus on discussing the effect of corporate governance to company risk 
disclosure.  
 
Theoretical Development 
Agency Theory 
Following series of major corporate scandals, researcher has worked continuously to 
investigate the factors and attempt to explain the phenomena behind it by using a series of 
theories. Among the theories is agency theory studied by Fama & Jensen (1983) and Jensen 
& Meckling (1976). This theory probably is the best theory to explain the incurred agency cost 
and the disclosure phenomena. Agency theory, based on study conducted by Mallin (2007) is 
relationship whereby principals (market) entrust the management to the agent 
(management) with expectations that the agent may maximise the principals’ interest. 
Agency cost present when the probability of separation between ownership and management 
is higher (Jensen & Meckling, 1976).  
Latham & Jacobs (2000) explained that, in a situation whereby the shareholder and creditor 
monitoring mechanism are failure, the manager has the tendency to fully maximise their own 
interest by manipulating the information. In addition, agency cost also happened when the 
manager is having extra information than the shareholders, placing the shareholders in an 
unfavourable situation (Jensen & Meckling, 1976). Therefore, as a way of reducing the agency 
cost, the objective between the principals and agent should be aligned through the best 
possible contract (Healy & Palepu, 2001). Voluntary disclosure also is one of the possible 
initiatives that should be employed by the management to reduce agency cost (Barako, 
Hancock, & Izan, 2006) as it acting as a signal to the market (Watson, Shrives, & Marston, 
2002). Therefore, in order to improve information asymmetry, corporate governance function 
may act as the tool to encourage risk disclosure information.  
 
Signalling Theory 
To explain the market phenomena, Robert Jarvis in 1970 introduced the word ‘signal’ and the 
definition was keep updating from time to time to suit with the market condition. Throughout 
the study, it was recorded that, company who having excellent performance have the 
tendency to signal their prospective strategy in the annual report (Eccles et al. 2001). While, 
Spence (2002) described signal as a voluntary information disclosure by the agent to the 
market who usually contains company competitive advantages. In higher information 
asymmetry situation, it is normal to observe signalling activities from the managers to the 
markets (Morris, 1987). Signalling theory argued that, due to responsibility of the manager to 
disclose beneficial information in the market, they may include extra information in the 
presented annual report (Haniffa & Cooke, 2002).  
Zadeh (2015) stated that, in order for the company to signal their good performance, they 
might consider to disclose the information the annual report. The study also argued that, 
signalling information through an annual report is the best option considering the function of 
the annual report as the primary source of information for the market. It also found that, the 
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company may use the signal as a way of obtaining market share (Wallace et al. 1994; Wallace 
& Naser, 1995). However, it is to note that in actual business situation, the managers have 
the privilege either to disclose or withhold information (Ali, 2013). The manager also, in some 
situation, may purposely withhold information or send misleading signal in the market to 
secure their company value (Aryani, 2016). It also explained through past studies that, the 
true intention of the manager in disclosing the information is hardily assessed as the 
disclosure of information is subjective. Therefore, this study employs signalling theory in 
order to explain the risk phenomena in Malaysia.  
 
Hypothesis Development 
This study intends to examine the influence of corporate governance attributes (board 
independence, board size, board gender, auditor independence and audit tenure) to risk 
disclosure practice in Malaysia. Hypotheses developments are stated as following: 
 
Board Independence 
One of the functions of independent directors on the board is to encourage the disclosure of 
information among the company by becoming the independent party between the manager 
and shareholder. Weisbach & Hermalin (2000) agreed that the role of independent directors 
is crucial in improving the owner-manager disagreement. However, this only can be achieved 
if the independent director could properly play their role (Fama & Jensen, 1983). Akhtaruddin 
et al. (2009) in their study suggested the proportional of directors in the board arguably play 
a crucial role in influencing the effectiveness of corporate governance in reducing the 
information asymmetry. Elshandidy et al. (2013) is other studies also agreed that the degree 
of disclosure either voluntary or mandatory is heavily influenced by the number of external 
directors on the board. A study in the UK found that, the existence of an independent party 
on the board has influence the manager disclosure preference which this at the same time 
reduces the agency cost (Abraham & Cox, 2007). However, despite the positive upbringing 
cause by an independent director, it also argued the existence of an independent director on 
the board may contribute to poor disclosure decision due to complex board hierarchy (Gul & 
Leung, 2004). This may be due to unaligned objective sharing between the manager and 
independent director who leads to poor decision making (Demb & Neubauer, 1992).  
It also stated, board with a higher proportion of independent director may fail to effectively 
monitor the manager which leads to higher information asymmetry (Lin, Pope, & Young, 
2003). To enhance shareholder confident, the presence of higher independent director on the 
board may necessary as independent directors is synonym with the disclosure of higher 
information quality (Leftwich, Watts & Zimmerman, 1981; Chen & Jaggi, 2000; Akhtaruddin 
et al., 2009). A company was argued to experience a higher level of information disclosure in 
the presence of external directors. Therefore, the following hypothesis is stated: 
H1: There is a positive relationship between higher proportion of independent director on 
board and risk disclosure practice in Malaysian listed companies. 
 
Board Size 
The level of risk disclosure made by the company was identified as strategic decision by the 
management of the company. As the company getting bigger with a variety of business, the 
board of directors now is not only responsible to monitor the management of the company, 
but also at the same time established a functional policies for directors references 
(Akhtaruddin et al., 2009). Chen & Jaggi (2000) agreed that, with the presence of extra 
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members on the board will improve the information asymmetry. Companies with extra board 
members are found to improve their internal control and also promote higher disclosure 
among their management (Sheila, Hafiz Majdi, Akhyar, & Kameel, 2011). However, having 
large board may also bring negative impact to the company. Companies in UK for example, 
preferred to have ‘manageable’ board as it is found to be efficient (Guest, 2008). Zaluki & 
Hussin (2009) in the other way around also found no association between size of board and 
financial disclosure among companies in Malaysia.  
Corporate governance function through board size was claimed as the best tool to reduce 
agency cost due to extra monitoring from directors on the board (Ntim et al., 2013). For the 
board of director work properly, the member should stand about 7-8 people (Florackis & 
Ozkan, 2008; Jensen, 1993). Therefore, based on the argument stated, following hypothesis 
is posit:  
H2: There is a negative relationship between larger board size and risk disclosure practice in 
Malaysian listed companies.  
 
Board Gender 
Al-Shaer & Zaman (2016) in their sustainability study found that, company with mix gender 
board are excellent in promoting the quality of sustainability report. Higher quality of 
sustainability report may be due to personality and communications skills of the female 
directors who argued for higher disclosure report (Al-Shaer & Zaman, 2016; Liao, Luo, & Tang, 
2015). It also stated, implementation of risk mitigation among mix gender board is rather 
efficient due to a variety of directors’ experience. However, it is to aware that, despite the 
existence of female director on the board, size of the board itself was found playing an 
important role in determining the disclosure level of the company (Michelon & Parbonetti, 
2012). 
The presence of female directors on the board also said enhancing the quality of board 
meeting which in result affect the disclosure practice of the company (Al-Shaer & Zaman, 
2016). In addition, an issue who usually not significant in all gender board, was taken seriously 
in the mix gender board (Clarke, 2005; Huse & Solberg, 2006). Joy (2008) also agreed that 
communication among mix gender board is more effective which allowed large information 
exchange between the board and the management. Nonetheless, high conflict among 
director is also recorded in a company with mix gender board (Boone & Hendriks, 2009; 
Mannix & Neale, 2005). This was happening when the directors are standing from different 
personality and background which lead to conflict among themselves. Based on the 
argument, this study posit that the existence of mix gender board would be likely to influence 
higher disclosure.  
H3: There is a positive relationship between multi gender board and risk disclosure practice 
in Malaysian listed companies. 
 
Auditor Independence 
In ensuring only credible report is issued, the external auditor of the company is obligated to 
preserve their independence, free from internal and external intimidation. This is to ensure 
the annual report presented is free from manipulation, and expressing the real situation of 
the company (Bakar, Rahman & Rashid, 2005). It also stated that, most of the auditor 
independence variable were studied in other fields than disclosure and it was found that, 
auditor independence plays an exclusively role in improving the financial restatement. It also 
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found that Big 4 auditors due to their status and professional training are literally more 
independence than non-big 4 (Carcello & Nagy, 2004).  
Stanley & DeZoort (2007) highlighted that audit fee charged by the firm may determine the 
degree of auditor independence. In an effort to attract and retained new client, the audit firm 
may engage in low balling tactics, tactics whereby the audit firm charging lower audit fee in 
comparison to the other competitors (Sankaraguruswamy & Whisenant, 2003). It was argued 
that by participating in such tactics, the auditor independence will be impaired and affect the 
quality of the report. It also to note that, Big 4 firms usually charged slightly higher audit fee 
than non-big 4 firms due to their excellent audit output (Tang, Chen, & Lin, 2016). Thus, the 
presence of higher independent auditor will affect the company risk disclosure.  
H4: There is a positive relationship between auditor independence the level of risk disclosure 
practice in Malaysian listed companies.   
 
Auditor Tenure 
In relation to a case study in tea factories in Kenya, it was highlighted that the duration of 
auditor stay is definitely affecting the company disclosure level (Chepkorir, 2013). The study 
also found that, long association auditor is associated with higher independent auditor. This 
happened when the auditor is capable to prepare a comprehensive report due to their 
familiarity over the risk associated by the company (Bakar et al., 2005). In contrast, short 
auditor tenure was argued to have a higher probability in impairing their independence, 
affecting the audit and information quality (Chepkorir, 2013). However, at the same time, it 
also found that long tenure auditor was associated with flexible audit task and unsystematic 
audit procedure (Mautz & Sharaf, 1961). 
SEC in their AAERS (Accounting and Auditing Enforcement Release) report stated, the 
probability for fraud is higher in the first three years after the auditor appointment (Carcello 
& Nagy, 2004). Similar report also found that, longer tenure auditor contributed to company 
misleading action. However, in different study by Stanley & DeZoort (2007), it was highlighted 
as the period of auditor stay getting longer, the quality of financial report and audit task is 
increasing. Therefore, this study posits that longer tenure auditor contributed to high quality 
report which enhances the company disclosure.  
H5: There is a positive relationship between longer auditor tenure and risk disclosure practice 
in Malaysian listed companies.  
 
Methodology 
Content Analysis 
In particular, this study will be employed content analysis as a way of analysing the level of 
risk disclosure practice among listed companies in Malaysia. Krippendorff (2004) stated that 
content analysis is a method of answering the research question and objectives formulated 
by the study through replicable and acceptable deduction from the information extract. 
Mohammadi (2017) and Smith & Taffler (2000) highlighted that content analysis can be 
divided into two, ‘form oriented’ and ‘meaning oriented’. However, this study employed 
‘meaning oriented’ whereby potential themes are identified through the set of keyword in 
sentences (Bamber & McMeeking, 2010). In addition, this approach also includes the analysis 
of negative and positive phrases identifies from the sentences. This method of sentence 
analysis is arguably align with study conducted by (Azlan et al., 2009; Linsley, Shrives, & 
Crumpton, 2006; Zadeh, Zaleha, Rasid, & Basiruddin, 2016) as it was agreed that the extract 
data is rather precise, reliable and competence (Milne & Adler, 1999).  
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Automated Content Analysis Procedure 
This study employed automated content analysis in order to analyse the risk information as 
practiced by (Elshandidy, Fraser & Hussainey, 2013; Elshandidy & Neri, 2015). In addition, this 
study also employed sentences as unit of analysis, aligned with previous study of (Azlan et al., 
2009; Milne & Adler, 1999; Mohobbot, 2005). Contently, there are three steps involved in 
capturing risk information in the company. First, researchers compile a comprehensive list of 
keywords which they adopted from study (Oliveira, Rodrigues, & Craig, 2011).  The set bag of 
keywords that were adopted earlier was later divided into three categories, which are 
financial risk, non-financial risk and risk management framework, which are consistent with 
study the of (Oliveira et al., 2011). 
Next, researcher examines and records the relevant synonym for all the keywords that were 
identified earlier. Lastly, researcher may identify another relevant keyword out of the set bag 
of keyword when going through the respective annual reports. To let the researcher 
understand and familiar with risk sentences, few annual reports were taken and analysed 
manually where the researcher read the annual report line by line in order to understand the 
nature of the business and the risk that associated with the company. It also stated that, 
during the analysis, keywords that was appeared less than five times is eliminated for the final 
list of the set bag of keywords.  
Once the researcher is familiar with the risk sentences, this study adopted AntWordProfiler 
which is an automated software similar with Nvivo, to assist researcher in determining the 
keywords in the annual report, aligned with previous study of (Elshandidy & Neri, 2015).  
As the analysis of the annual report is finished, all the scores were checked thoroughly to 
ensure the reliability: such as a cross checked between total score attained by the researcher 
in the score sheet and the total score given by the AntWordProfiler.  
 
Sample Size 
This study intends to investigate all non-financial companies listed in Bursa Malaysia for 10 
years (2008-2017). However, this study purposely excludes companies who listed in financial, 
open and close fund and insurance industries. Financial industries were excluded from the 
sample as they employed special rule and regulation related to disclosure who governs by the 
Central Bank of Malaysia (Rahmat & Iskandar, 2004; Abd Aziz, Iskandar & Saleh, 2006). While, 
for open and close fund company, it was highlighted that these industries to have their own 
format set of annual report, incompatible with listed companies in Malaysia (Isa, 2006). A 
total of 940 companies are listed in Bursa Malaysia as in 2017. However, the researcher only 
examines the sample which fulfill the criteria as per study by Zadeh et al. (2016). After 
thorough filtration process, the final sample of 167 companies was analysed by using simple 
random sampling (Al-Arussi et al., 2009) in order to measure the level of risk information and 
established the relationship between corporate governance attributes and risk disclosure 
practiced among listed companies in Malaysia.  
 
Dependent Variable Measurement 
To study the risk information discloses by the companies in Malaysia, this study adopted a 
content analysis method to capture risk information in the annual report (Abraham & Cox, 
2007; Beretta & Bozzolan, 2004). Arguably, there are two main methods in content analysis, 
namely as manual method which is a known method adopted by previous study (Beretta & 
Bozzolan, 2004; Lajili & Zéghal, 2005; Linsley & Shrives, 2006; Mokhtar & Mellett, 2013) and 
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recent automated method (Elshandidy, Fraser & Hussainey, 2013; Elshandidy & Neri, 2015). 
Many of the past studies agreed that automated method is a better method of capturing risk 
information as the probability for lower error is higher.  
Both of the methods, can adopt the word, sentence or line as a unit of measurement. 
Mohobbot (2005), Linsley & Shrives (2006) and Azlan et al. (2009) have adopted sentences 
analysis as a unit of measurement. This is in conjunction with Milne & Adler (1999) who 
agreed that sentence analysis is rather produced robust analysis than sentences and word 
counting.  
It was stated that, degree relevance of information discloses was determined by examining 
how much other information being disclosed together (diluted) (Beretta & Bozzolan, 2004). 
From a user perspective, company with a lower degree of information disclosure is considered 
to be risky as the information was vague, making it difficult to assess the whole company 
system. While from the company perspective, communicating large mass of information in 
the annual report is considered as a strategy to hide their unfavourable information. This 
strategy allowed the company to abide with disclosure standards but at the same time makes 
the readers confuse with massive information disclosure, limiting the reader ability to 
understand the information discloses (Saggar & Singh, 2017). This study arguably employed 
automated content analysis method aligned with study of Elshandidy, Fraser & Hussainey 
(2013) and Elshandidy & Neri (2015) and also sentence analysis as practiced by Linsley & 
Shrives (2006), Azlan et al. (2009) and Oliveira et al. (2011) as unit of measurement to 
measure risk disclosure practice in Malaysia.  
 
Measuring the Independent Variables 
In order to determine the effect of corporate governance on risk disclosure practice in 
Malaysia, this study employed five attributes, namely as board independence, board size, 
board gender, auditor independence, and auditor tenure. The measurement for all attributed 
is discussed as following: 
 
Board independence (BID): Board independence is the degree of the independent directors 
on the board (Yunos, 2011). For the purpose of this study, the proportion of independent 
directors was manually calculated and collected from the respective annual reports. This 
method is aligned with a study conducted by Macchioni, Allini & Rossi (2014) and Allini, Manes 
Rossi & Hussainey (2016). 
 
Board size (BSze): Board size can be defined as the total number of directors who sits on the 
board (Ronnie Lo, 2010). Previous studies by Ahmed & Duellman (2007), Krishnan & 
Visvanathan (2008) and Lam & Lee (2008) was also employed a similar method in determining 
the board size as the researchers manually collected from the annual reports.  
 
Board Gender (BGdr): Board gender diversity is arguably capable to improve the company 
disclosure quality and enhance the company performance by enclosing rich information to 
users (Boone & Hendriks, 2009; Ray, 2005). Therefore, to measure board gender diversity, 
this study measure the total number of female director who present on the board, following 
previous study of Al-Shaer & Zaman (2016). 
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Auditor Independence (AUIND): To measure auditors’ independence, this study employed 
the audit fee as studied by Stanley & Todd DeZoort (2007) and Tang, Chen & Lin (2016), 
whereby the total audit fee received is divided with company total assets.  
Audit tenure (AUTNR): Audit firm-client relationship is measured through the number of 
years the audit firms have been working with clients in performing the audit task, consistent 
with study of Ball et al. (2015). 
 
Empirical Model 
The study is then progress to test the posited hypotheses. In respect to the hypotheses test 
step, it analyses the effect of corporate governance with the risk disclosure. Model 1 of this 
study is represented the potential effect of corporate governance attributes to risk disclosure 
practice in Malaysia.   
 
Model 1 

ToRDL = ᾱ1 + β0 + β1BIDi,t + β2BSZei,t + β3BGdri,t + β4AUINDi,t + β5AUTNRi,t + μi + μt + Ɛi,t 
 
The ᾱ1 in this model is referring to intercept, while BID is board independence, BSZe, board 
size, BGdr, board gender diversity, AUIND, auditor independence, AUTNR, auditor tenure, and 
error term was represented by Ɛ. To achieve a definite result, apart from OLS (ordinary least 
square), this study also employed fixed effect and random effect test. The fixed effect and 
random effect analysis was affirmed to be robust than OLS and was used in different studies 
such as (Milda, 2012; Saleem, 2018) to prove the relationship of the dependent variable.  
 
Result and Analysis 
Descriptive Statistic for level of Disclosure 
By referring to the result in the Table 1, it can be concluded that all of the risk categories 
either financial risk, non-financial risk and risk management framework is experiencing 
increasing trend in term of information disclosure. The result for financial risk indicated that, 
in average, disclosure for financial risk information is increasing every year for the last 10 
years. It is suggested that, based on the result of non-financial risk and risk management 
framework, it is showed that most of the listed companies in Malaysia prefer to disclose these 
two types of information, despite stationary trend between 2014 and 2015. By looking at the 
tabulate result, majority of the sample is preferred to disclose non-financial risk and risk 
management risk as compared to financial risk. This can be observed from Figure 1 who stated 
that the disclosure of non-financial risk information is leading the other two risk information. 
Despite the lower disclosure of financial risk and risk management information, in general, 
this lower disclosure did not significantly affect total disclosure information of the company 
as the overall trend indicate positive upward progress. 
 
Table 1  
Total mean for each risk categories 

 ∑FR + ∑NFR+ ∑RMFW 

Year N Financial Risk Non-Financial 

Risk 

Risk Management 

Framework 
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  Mean Mean Mean 

2008 167 11.693 12.998 6.1 

2009 167 12.014 13.367 6.435 

2010 167 13.952 14.364 8.114 

2011 167 15.683 15.317 10.667 

2012 167 16.183 16.626 12.442 

2013 167 17.023 18.973 14.235 

2014 167 16.969 18.920 14.175 

2015 167 17.526 20.180 15.252 

2016 167 18.023 21.590 16.101 

2017 167 19.187 24.141 19.136 

 

 
Figure 1 Graph for each risk categories 

 
Fixed Effect Analysis for Model 1 
This study arguably employed fixed effect and random effect analysis to the study model in 
order to generate robust analysis. Before selecting either to run fixed effect or random effect 
analysis for the model, it is necessary for the researcher to run Breusch-Pagan Lagrangian 
Multiplier (BP-LM) test to ensure either random effect analysis or OLS test should be 
employed for the study model. In addition, researcher also should run Hausman test post to 
BP-LM test, to ensure the model was analysis properly and produce a robust result.  
 
The analysis result of model 1 in Table 1 suggested that the selected corporate governance 
has a higher probability to influence risk disclosure practice. This can be confirmed from the 
F statistics and p-value result of (F=69.26) and (<0.000) which suggested the probability for 
company disclosure to be affected by corporate governance is higher. In other ways around, 
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the R-square model suggested that, only 20% of the study model were explained by total risk 
disclosure.  
While, the result of coefficient and p-value of the model 1 showed that, it was argued that all 
the attributes choose is influencing the company disclosure practice. This can be affirmed by 
referring to the result of coefficient and p-value of board independence (coefficient= 10.0485, 
p-value= 0.001), board size (coefficient= -3.9447, p-value= 0.043), board gender diversity 
(coefficient= 9.5648, p-value= 0.038), auditor independence (coefficient= 162.151, p-value= 
0.046) and auditor tenure (coefficient= 8.2883, p-value= 0.000). 
Based on the analysis result, corporate governance attributes such as board independence, 
board gender diversity, auditor independence and auditor tenure are positively influence the 
disclosure practice of the company while board size in different state, may reduce the total 
disclosure from the company based on the negative coefficient result.  
 

Model 1 

TRDL = ᾱ1 + β1BIDi,t + β2BSZei,t + β3BGdri,t + β4AUINDi,t + β5AUTNRi,t + β6ACINDi,t + β7ACEXPi,t 

+  

              βaOwCONi,t + βbATTDISi,t + δ1SIZEi,t + δ2LEVi,t + μi + μt + Ɛi,t 

 

R-Square 0.1999  

F-Statistics 69.26  

Prob (F- Statistics) 0.000  

 

Independent Variables Coefficients P-value 

BID 10.0485 0.001 

Bsze -3.9447 0.043 

ToFemDirec 9.5648 0.038 

AUDIND 162.151 0.046 

AUTRN1 8.2883 0.000 

 
Analysis Discussion 
Board Independence 
The result suggested that board independence is positively influencing the disclosure practice 
among listed companies in Malaysia. The outcome is attuned with the posit hypothesis who 
expected positive relationship between the degree of board independence and total 
disclosure.  
The result also revealed that company with higher independent director tends to urge the 
management to disclose higher information disclosure. This could happen when the 
independent director actively performs their role, stressing the need for higher quality among 
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the management (Zadeh, 2015) which later enhance the quality of financial report (Fama & 
Jensen, 1983). In addition, the result also confirming the proposed theory, who argued that, 
the presence of higher independent director will enhance management performance, 
especially in relation to disclosure practice (Donnelly & Mulcahy, 2008). Guay, Samuels & 
Taylor (2016) also agreed that, manager may enhance their transparency when being 
monitored by external directors. Zadeh (2015) at the same tune also confirmed that the 
management tends to stress the importance of information disclosure in the presence of an 
independent director. This may happen as the manager intended to show to the board of 
directors that they are working at the best interest of shareholder, by abiding with disclosure 
standards.  
 
Board Size 
Previous studies by Ntim et al., (2013) and Xie et al., (2003) agreed that the total number of 
directors sits on the board is playing a significant role in influencing listed companies 
disclosure practice (Elzahar & Hussainey, 2012). However, the result of this study is 
contradicted with the attained result of previous studies where the result suggested that an 
increase in total number directors on the board will lower the company transparency. The 
result however, is harmonised with previous studies of Guest (2008) and Jensen (1993) who 
documented that board size may not influence the disclosure practice among UK listed 
companies. They recorded that listed companies in the UK preferred small size board as it is 
rather more functional due its ability to fully maximise the role of directors (Guest, 2008). 
It is argued that board size is often associated with the ability of the company to monitor the 
manager behaviour (Karamanou & Vafeas, 2005). Their study recorded that the value of 
company risk management plan is increasing in the presence of greater board size. Despite 
that, it also contends that lower board flexibility and efficiency are often associated with large 
board size. Karamanou & Vafeas (2005) in the same study also found that the disclosure of 
management earning information is not affecting by the number of directors sits on the 
board. Besides, it also stated that large board often being related with poor disclosure 
decision making, thereby affecting the shareholder investment to the company. Therefore, it 
can be concluded that the presence of large board lowers the degree of transparency of the 
company.  
 
Board Gender 
Based on the significant value for the analysis of board gender, it can be confirmed that the 
existence of female directors on the board is influencing the total disclosure of the company. 
Therefore, H4 who stated that there is a positive and significant relationship between board 
gender and total disclosure is supported.  
 
This study finding arguably attuned with previous study of Al-Shaer & Zaman (2016) who 
found an association between female directors and level of disclosure of company. It was 
stated the variety of multi-gender director background is one of the crucial factors who 
influence the company disclosure practice. Their personality, expertise and education level 
may influence their decision against the company transparency (Al-Shaer & Zaman, 2016; Liao 
et al., 2015). In addition, Manetti & Toccafondi (2012) also confirmed that the presence of 
female director on the board improves the communication between stakeholder which at the 
same time strengthen the director role. It also stated that, higher disclosure by the company 
may be due to the personality of a female director who quite sensitive over social and ethical 
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issues (Hafsi & Turgut, 2013).  1MDB (1 Malaysian Development Berhad) and MISC (Malaysian 
International Shipping Comission) scandals may probably trigger the female director to 
enhance company disclosure practice.  
 
Auditor Independence 
From the analysis result, it can be observed that degree of auditor independence does affect 
the company disclosure level. Arguably, it was important for the auditor to secure their 
independence to allow them to issue high quality of the annual report, free from bias and 
manipulation. The analysis result is also aligned with proposing agency theory who stated that 
a higher degree of auditor independence will enhance the company financial reporting quality 
(Wahab, Gist, & Majid, 2014).  
Previous study suggested that auditor independence was measured through the audit fee 
charged (Stanley & Todd DeZoort, 2007) and it was found that, the audit firm may purposely 
charge below market price in order to attract and retain their client. This action afraid may 
impair auditor independence and affect the quality of the annual report. However, the result 
attained was contradicted with previous study result which suggested that, the audit fee 
charged by the audit firm is equivalent with their assigned task.  
 
Auditor Tenure 
Based on the analysis, it was recommended that the period of auditor stay is positively and 
significantly affect the company disclosure level. This can be observed from the significant p-
value which confirmed the H5 of this study is not rejected. It was argued that the relationship 
term between the auditor and the company is affecting the company disclosure practice. This 
is consistent with the result documented by Chepkorir (2013) who found that there is an 
association between long association auditor and degree of transparency practice in the 
company. Additionally, it also stated, long term auditor has a higher probability to produce a 
high-quality report.  
 
Similar study also found that, company with short tenure auditor, tend to have lower audit 
quality service and poor annual report (Chepkorir, 2013). This is however aligned with the 
study conducted by Mansi, Maxwell & Miller (2004) and Ghosh & Moon (2005) who found a 
linear relationship between long association auditor and financial report quality. Therefore, 
based on the notion of argument, it can be stated that the presence of long-term auditor 
enhances the quality and disclosure practice of the company.  
 
Conclusions 
The objective of this study is to examine the level and the factors who might influences 
disclosure practices among listed companies in Malaysia. To capture risk information, this 
study focuses to analyse the non-financial part of the annual report as it was argued that most 
of the risk information is embedded in the narrative section of the annual report. As 
confirmed by descriptive statistics, it was found that disclosure practice among listed 
companies in Malaysia is experiencing positive upward trend with non-financial risk 
information is the leading risk information disclose followed by financial risk and risk 
management. This is however, in accordance with the requirement of Bursa Malaysia that 
was stated earlier. The outcome of this study confirmed that board independence, board size, 
presence of female director, auditor independence and association of auditor are affecting 
disclosure practice of the company. As the company getting larger, the number of 
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shareholders is getting higher, and this pool of shareholder more than interested to keep 
updating with company performance.  
This study arguably has established relationship factors with total risk disclosure level among 
listed companies in Malaysia and it was expected that the outcome of this study will further 
extend the disclosure literature as the researchers arguably has tested determinants that 
found to be significant in developed countries may also significant in developing countries. 
Through the outcome of this study as well, the regulatory bodies able to focus on which 
corporate governance attributes that able to enhance total disclosure level of companies in 
Malaysia. Past Asian financial crisis 1997 and global economic crisis 2008 have inspired the 
company to strengthen their corporate governance and enhance their transparency.  
It also mentioned that regulator and other professional bodies are responsible to establish a 
comprehensive risk framework which allows the companies to further understand their own 
associated risk and at the same time, enhancing the investor’s decision value. In Malaysia, it 
was debated that sufficient information disclosure will speed the investment decision by the 
current and prospective investors. It was stated, the employed risk framework will allow the 
manager to evaluate their company risk appetite and determine the characteristics of the risk 
information.   
study outcome arguably beneficial especially to corporate disclosure researchers, standard 
setters and professional organisations as they able to identify type of information being 
disclosed and the factors (corporate governance) who influence the risk disclosure practice. 
Risk in the company ultimately will exist and effective mitigation tool is needed in order to 
improve the information asymmetry. This study it not frees from limitations. One of the 
constraints that were identified is this study ignoring the financial companies which this may 
affect the generalization result. Future researcher may interest to investigate different effect 
of factors that might affect the disclosure practice in the company. 
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