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Abstract

This study investigates the types of risk management committees (RMCs) established by non-financial
publicly listed companies in Malaysia, revealing diverse choices in RMC structures. The analysis shows
that most companies have established RMCs, with variations including standalone RMCs, combined RMCs
with Audit Committees, integration with other committees, and management-level RMCs. However, a
significant portion of companies have not adopted any form of RMC. The study underscores the significant
role of RMCs in enhancing risk management, financial performance, and compliance with corporate
governance standards. The research highlights gaps in compliance and effectiveness, suggesting future
research on the effectiveness of different RMC structures, the interconnectedness of RMC characteristics,
and the behavioral aspects of RMC members. These insights aim to enhance Malaysian public listed
companies' corporate governance and risk management practices.

Keywords
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1.0 Introduction
The current risk landscape, shaped by globalization, rapid technological changes, and growing

environmental and geopolitical uncertainties, demands robust risk management strategies to maintain
organizational stability (Pandey et al., 2021; Black et al., 2022). Effective risk management is crucial as it
involves identifying, analyzing, and mitigating threats, which enhances a company's financial performance
and stakeholder confidence (Taschner & Charifzadeh, 2020; Alsulami, 2023). The post-pandemic era has
further highlighted the need for businesses to adapt their risk management practices to address new
challenges (Blair, 2021). In this context, the Risk Management Committee (RMC) is essential, overseeing
the organization's risk management processes to ensure comprehensive risk evaluation and mitigation (Jia
& Bradbury, 2020; Ayuningtyas & Harymawan, 2022).

In Malaysia, RMCs, especially in publicly listed companies, are key to corporate governance. Although
establishing RMCs is voluntary for non-financial sectors, adoption varies across industries, with evidence
suggesting that firms with effective RMCs achieve better financial performance and risk management
(Ramlee & Ahmad, 2020; Malik et al., 2021). However, there is still a need for greater compliance and
adoption to ensure comprehensive risk oversight (Ishak & Yusof, 2020).
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This study examines the types of RMCs adopted by Malaysian public listed companies, focusing on the
extent of compliance with the Malaysian Code on Corporate Governance (MCCG) 2021. Previous research,
focusing on the top 50 Malaysian listed firms, indicates a growing trend towards standalone RMCs, yet
many companies still opt for combined committees or none at all (Awang et al., 2021). This study aims to
provide insights into RMC compliance and effectiveness across a broader range of companies, highlighting
potential gaps in corporate governance and suggesting future research directions.

2.0 Literature Review
Recent studies emphasize the critical role of Risk Management Committees (RMCs) in enhancing corporate

governance by improving risk identification, assessment, and mitigation (Fuller, Joe, & Luippold, 2021;
Nahar & Jahan, 2021). RMCs are linked to better financial performance and increased investor confidence
through effective risk management practices and disclosures (Jia & Bradbury, 2020; Harymawan &
Rahmawati, 2022). They also contribute to higher audit quality and reduced financial fraud, reinforcing
their importance in corporate governance (Pratama, Putri, & Innayah, 2020; Malahim, 2023).

In Malaysia, RMCs play a significant role in improving risk management and corporate governance. Their
presence positively influences non-financial risk disclosures, enhances firm value, and improves
transparency, all of which contribute to better firm performance (Jamil, Norman, & Saleh, 2022; Latif,
Mohd, & Kamardin, 2022). The Malaysian regulatory framework, including the Malaysian Financial
Reporting Standard (MFRS) 7 and the Companies Act 2016, mandates detailed risk disclosures, promoting
transparency and aligning with international standards. Bursa Malaysia Listing Requirements and MCCG
2021 further reinforce the need for effective risk management and independent RMCs to oversee these
processes.

A study by Awang et al. (2021) on the top 50 Malaysian listed firms found a 50% compliance rate with the
establishment of standalone RMCs, rising to 58% in 2019. Despite this trend, many firms still opt for
combined committees or lack standalone RMCs, raising concerns about their risk management practices.
This highlights the need for further investigation into RMC adoption and its impact on corporate governance
and risk management in Malaysia.

3.0 Methods
This study aims to identify the types of Risk Management Committees (RMCs) established by non-financial

public listed companies in Malaysia, excluding financial entities, Real Estate Investment Trusts, close-end
funds, and Special Purpose Acquisition Companies due to their distinct regulatory environments. The
analysis, focused on the 2022 annual reports obtained from Bursa Malaysia, involved manually extracting
data and reviewing corporate governance reports to verify the presence and type of RMC. Companies were
categorized into those with and without an RMC, and further analysis was conducted to classify RMC
structures, expanding on the categories defined by Awang et al. (2021), which included Standalone RMCs
and Combined RMCs. The expanded classification is presented in Table 1. For the year 2022, 738 non-
financial companies were identified, but with 8 missing data, the final analysis included 730 companies.
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Table 1: Classification of RMC Structures

Type of RMC Description

Standalone Separate board-level committee from other board committees

Combined with the Audit | Combined with the audit committee, commonly identified as the audit and risk

Committee management committee

Combined with Other | Combined with other board committees such as the investment committee,

Committees compliance committee, governance committee, or sustainability committee

Management Level Not a board level risk management committee, consisting of senior or key
managers or department heads

4.0 Results and Discussions

The analysis of 730 non-financial public listed companies in Malaysia reveals that 77% have established
RMCs, highlighting the importance of dedicated risk management structures. This widespread adoption
indicates that companies value the role of RMCs in enhancing governance, financial stability, and investor
confidence, reflecting compliance with regulations and guidelines. Studies confirm that RMCs significantly
improve firm performance, risk disclosure, and investor confidence (Harymawan & Rahmawati, 2022;
Jamil, Norman, & Saleh, 2022). The establishment of RMCs demonstrates Malaysian companies'
commitment to robust risk management practices and alignment with corporate governance best practices
(Fuller, Joe, & Luippold, 2021; Saad et al., 2023).

Table 2: Establishment of RMC in Malaysian Public Listed Companies

Establishment of RMC n %

Companies with RMC 562 7%
Companies without RMC 168 23%
Total 730 100%

Conversely, 23% of the companies did not establish RMCs, likely reflecting a traditional approach where
risk management is handled by the board and audit committees, as seen in earlier versions of the MCCG
(2000, 2007, 2012). Studies suggest that integrating risk management within the audit committee can
overburden these committees and create potential gaps in oversight (Awang et al., 2021; Abdullah et al.,
2017). The absence of standalone RMCs in these firms indicates a continued reliance on traditional
structures, despite the increasing complexity of modern business risks (Aldhamari et al., 2020; Ishak &
Mohamad Nor, 2017).

Further analysis revealed diverse approaches to the establishment of RMCs among non-financial public
listed companies in Malaysia. The breakdown of the types of RMCs is presented in Table 3.

Table 3: Types of RMCs in Malaysian Public Listed Companies

Type of RMC n %
Stand alone 225 31%
Combined with audit committee 206 28%
Combined with other committees 52 7%
Management level 79 11%
No RMC 168 23%
Total 730 100.00%
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4.1 Standalone RMCs
A total of 31% of non-financial companies have established standalone RMCs, in line with MCCG 2021

recommendations. These dedicated RMCs enhance risk oversight and financial reporting, contributing to
better financial performance and reduced financial distress (Jia & Bradbury, 2020). Standalone RMCs are
also associated with lower audit fees, improved governance practices, higher audit quality, and fewer
modified audit reports, reflecting stronger internal controls (Bhuiyan et al., 2020; Harymawan et al., 2021,
Ishak & Yusof, 2020). These benefits underscore the importance of standalone RMCs in corporate
governance and risk management.

4.2 RMC Combined with Audit Committee
Approximately 28% of companies combine the RMC with the audit committee, leveraging synergies

between auditing and risk management functions. Studies show that strong audit committees play a crucial
role in mitigating financial risks and enhancing risk disclosure (Ojeka et al., 2021; Almunawwaroh &
Setiawan, 2023). Audit committees with financial expertise improve risk assessment and management,
leading to better risk oversight (Zengin-Karaibrahimoglu et al., 2021; Puteri Zafira & Hermawan, 2023).
This combined structure also strengthens corporate governance and reduces risk-taking behaviors (Nguyen,
2022).

4.3 RMC Combined with Other Committees

Only 7% of companies have combined their RMCs with other committees, like the investment, compliance,
governance, or sustainability committees. While this structure broadens oversight, it may dilute the focus
on risk management. Directors with multiple roles can enhance governance by appointing experienced
directors and reducing financial restatements (Lee, 2020; Gai et al., 2021). However, multitasking may lead
to strategic decision-making challenges, potentially impacting firm outcomes and shareholder value (Kim,
2020).

4.4 Management Level RMCs

About 11% of companies have established RMCs at the management level, comprising senior managers or
department heads. Managers are crucial in risk management as they are closest to business risks and can
integrate risk management into core processes and decision-making (Zabalawi et al., 2021). Effective
manager-led risk practices can boost business performance by increasing profits, reducing costs, and
enhancing financial stability (Makkawi, 2021). Additionally, their involvement is vital for reducing supply
chain vulnerability and ensuring strong risk mitigation strategies (Taschner & Charifzadeh, 2020).

5.0 Suggestions for Future Research

This study has provided a descriptive analysis of the types of RMCs established by non-financial public
listed companies in Malaysia. The findings reveal diverse approaches to RMC adoption, with a significant
number of companies establishing standalone RMCs, combined RMCs with Audit Committees, and various
other committee structures. These results underscore the importance of continued efforts to enhance
corporate governance and risk management practices across Malaysian companies. However, the study also
highlights several areas that warrant further investigation.

5.1 Effectiveness of Different RMC Structures

Future research should investigate the effectiveness of various RMC structures, such as standalone RMCs,
combined committees, and management-level RMCs. Understanding how these different structures
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influence risk management outcomes, firm performance, and compliance with regulatory requirements can
provide insights into best practices for RMC establishment.

5.2 Interconnectedness of RMC Characteristics

Another critical area for future research is the interconnectedness of RMC characteristics and their
combined impact on risk management effectiveness. This approach enables a comprehensive evaluation by
taking multiple factors into account collectively, as proposed by Dezoort, Hermanson, and Archambeault
(2002). According to Ika and Mohd Ghazali (2012), a single characteristic assessment may not be sufficient,
highlighting the importance of a well-balanced combination of skills and experience as emphasized by
Madi et al. (2014). Bin-Ghanem and Ariff (2016) recommend applying a composite score to reflect the
interconnected nature of corporate governance. Salleh, Hashim, and Alodat (2022) also advocate for
examining overall characteristics. Thus, an index provides a robust tool for assessing the effectiveness of
the committee, taking into account its various dimensions and interdependencies within the corporate
governance system. Research should focus on how these attributes interact and whether certain
combinations lead to better risk management and firm performance. This approach can help identify the
most effective configurations of RMC characteristics and inform guidelines for RMC formation [(Dezoort,
Hermanson, & Archambeault, 2002); (Ika & Mohd Ghazali, 2012); (Madi et al., 2014); (Bin-Ghanem &
Ariff, 2016); (Salleh, Hashim, & Alodat, 2022)].

5.3 Behavioral Aspects of RMC Members

Understanding the behavioral aspects of RMC members is essential for enhancing the effectiveness of risk
management practices. Studies such as those by Malik et al. (2021) and Bartal and Ravid (2020) have
started to explore how traits like independence, expertise, and gender diversity influence RMC
performance. Future research should delve deeper into how individual and collective behaviors of RMC
members affect risk management outcomes and organizational governance. Investigating factors like
decision-making processes, communication patterns, and conflict resolution within RMCs can provide
valuable insights into optimizing RMC functionality [(Malik et al., 2021); (Bartal & Ravid, 2020)].

6.0 Conclusion

This study reveals the diverse RMC structures adopted by non-financial public listed companies in
Malaysia, including standalone RMCs, combined RMCs with Audit Committees, integration with other
committees, and management-level RMCs. The choice of RMC type reflects each company's governance
needs, regulatory compliance, and strategic objectives. Standalone RMCs offer focused oversight, while
combined structures leverage audit committee expertise.

The findings highlight the importance of RMCs in enhancing corporate governance and risk management
but also point to gaps in compliance, particularly in companies without standalone RMCs. Future research
should explore the effectiveness of different RMC structures, the interconnectedness of RMC
characteristics, and the behavioral aspects of RMC members to improve corporate governance practices.

The study's limitations include its focus on a single year (2022), exclusion of financial companies and
specialized entities, and reliance on quantitative data, which limits insights into the motivations and
challenges of different RMC structures. Despite these limitations, continued research and refinement of
RMC practices are essential for enhancing risk management and corporate stability in Malaysia.

567



Proceedings of the 2nd International Conference on Accounting and Business (ICAB2024)
Perak, Malaysia, September 18-19, 2024

References

Al-Dhamari, R., Nor, M., Boudiab, M., & Mas'ud, A. (2020). The impact of political connection and risk committee on corporate
financial performance: Evidence from financial firms in Malaysia. Corporate Governance, 20, 1281-1305.

Almunawwaroh, N., & Setiawan, J. (2023). Audit committee characteristics and risk disclosure in Indonesia. Asian Journal of
Accounting Research, 8(1), 45-59.

Alsulami, N. K. (2023). Risk Management in Health Management. Journal of Medical Science and Clinical Research.

Awang, N., Hussin, N. S., Razali, F. A, & Abu Talib, S. L. (2021). A Descriptive Study on Standalone Risk Management
Committee Adoption among the Top 50 Malaysian Firms. ESTEEM Journal of Social Sciences and Humanities, 5(2), 84-93.

Ayuningtyas, E. S., & Harymawan, I. (2022). Risk Management Committee and Textual Risk Disclosure. Journal of Contemporary
Accounting & Economics.

Bartal, A., & Ravid, G. (2020). Member behavior in dynamic online communities: Role affiliation frequency model. IEEE
Transactions on Knowledge and Data Engineering, 32, 1773-1784.

Bhuiyan, M. B. U., Rahman, M. L., & Draz, M. U. (2020). Reporting quality and audit fees of risk committees. Journal of
Contemporary Accounting & Economics, 16(3), 100234.

Bin-Ghanem, H., & Ariff, A. M. (2016). The impact of corporate governance on risk management disclosure: An empirical study
of listed companies in the United Arab Emirates. Journal of Risk and Financial Management, 9(1), 1-18.

Black, R., Bushy, J., Dabelko, G., de Coning, C., Maalim, H., McAllister, C. S., & others. (2022). Peace Security & Risk.

Blair, G. (2021). Risk Management in the Post-Pandemic Business Environment.

Boudiab, M., & Ishak, S. (2020). The influence of Risk Management Committee Attributes on Performance of Non-Financial
Listed Firms in Malaysia. Journal of Critical Reviews, 7(19), 9857-9865.

Dezoort, F. T., Hermanson, D. R., & Archambeault, D. S. (2002). Audit committee effectiveness: A synthesis of the empirical audit
committee literature. Journal of Accounting Literature, 21, 38-75.

Fuller, S. H., Joe, J. R., & Luippold, B. L. (2021). The Effect of Auditor Reporting Choice and Audit Committee Oversight on
Management Financial Disclosures. The Accounting Review.

Gai, H., Tang, C., & You, J. (2021). Board design and governance failures in peer firms. Journal of Financial and Quantitative
Analysis, 56(4), 1345-1372.

Harymawan, |., & Rahmawati, D. R. (2021). Risk management committee auditor choice and audit fees. Journal of Contemporary
Accounting & Economics, 17(2), 100266.

Harymawan, I., & Rahmawati, D. R. (2022). Effect of Voluntary Risk Management Disclosure and Risk Management Committee
on Firm Value. Jurnal Manajemen Teori dan Terapan Journal of Theory and Applied Management.

Ika, S. R., & Mohd Ghazali, N. A. (2012). Audit committee effectiveness and timeliness of reporting: Indonesian evidence.
Managerial Auditing Journal, 27(4), 403-424.

Ishak, S., & Mohamad Nor, M. N. (2017). The role of board of directors in the establishment of risk management committee. Paper
presented at the SHS Web of Conferences.

Ishak, S., & Yusof, M. (2020). The formation of separate risk management committee and the effect on modified audit report.
Journal of Risk and Financial Management, 13(4), 78-93.

Jamil, A., Norman, H., & Saleh, M. (2022). Institutional Investors Risk Management and Audit Committees Influence on Non-
Financial Risk Disclosure. Jurnal Pengurusan.

Jia, J., & Bradbury, M. (2020). Risk management committees and firm performance. Australian Journal of Management, 46(2),
369-388.

Karim, S., Vigne, S., Lucey, B., & Naeem, M. (2022). Discretionary impacts of the risk management committee attributes on firm
performance: Do board size matter? International Journal of Emerging Markets.

Kim, D. H. (2020). Directors' decision-making involvement and corporate boards' structure. Journal of Corporate Finance, 64,
101676.

Kulinich, T., Andrushko, R., Prosovych, O., Sternyuk, O., & Tymchyna, Y. (2023). Enterprise Risk Management in an Uncertain
Environment. Edelweiss Applied Science and Technology.

Latif, R. A., Mohd, K., & Kamardin, H. (2022). Risk Disclosure Corporate Governance and Firm Value in an Emerging Country.
Asian Economic and Financial Review.

Lee, J. (2020). Determinants and effects of board committees on firm performance. Corporate Governance: The International
Journal of Business in Society, 20(2), 273-291.

Madi, H. K., Ishak, Z., & Manaf, N. A. A. (2014). The impact of audit committee characteristics on corporate voluntary disclosure.
Procedia - Social and Behavioral Sciences, 164, 486-492.

Makkawi, B. (2021). The role of risk management in increasing business performance: Evidence from UAE. International Journal
of Financial Research, 12(2), 45-57.

Malahim, S. (2023). The Relationship Between the Risk Disclosure and Risk Management Committee on Banks Value: Empirical
Evidence from Jordan. International Journal of Professional Business Review.

Malik, M. F., Zaman, M., & Buckby, S. (2020). Enterprise Risk Management (ERM) and Firm Performance: The Role of the Risk
Management Committee. Journal of Contemporary Accounting & Economics.

Malik, M., Shafie, R., & Ku Ismail, K. N. I. (2021). Do risk management committee characteristics influence the market value of
firms? Risk Management, 23, 172-191.

568



Proceedings of the 2nd International Conference on Accounting and Business (ICAB2024)
Perak, Malaysia, September 18-19, 2024

Nahar, S., & Jahan, M. (2021). Do Risk Disclosures Matter for Bank Performance? A Moderating Effect of Risk Committee.
Accounting in Europe, 18, 378-406.

Nguyen, T. T. H. (2022). Audit committee effectiveness and bank efficiency: Evidence from ASEAN countries. Journal of
Financial Regulation and Compliance, 30(3), 402-418.

Ojeka, S. A., Kanu, C., & Mamman, S. O. (2021). Does audit committee characteristics promote risk management? Evidence from
the Nigerian banking sector. Journal of Financial Regulation and Compliance, 29(2), 215-230.

Pandey, S., Singh, R. K., & Gunasekaran, A. (2021). Supply chain risks in Industry 4.0 environment: A review and analysis.
Journal of Cleaner Production.

Pratama, B., Putri, I., & Innayah, M. (2020). The Effect of Enterprise Risk Management Disclosure Intellectual Capital Disclosure
Independent Board of Commissioners Board of Director and Audit Committee Towards Firm Value.

Puteri Zafira, N., & Hermawan, A. (2023). The role of audit committee in risk monitoring and firm performance. Journal of Risk
and Financial Management, 16(1), 67-80.

Ramlee, R., & Ahmad, N. (2020). Malaysian Risk Management Committees and Firms’ Financial Performance. Asia-Pacific
Management Accounting Journal.

Rimin, F., Bujang, I., Chu, A., & Said, J. (2021). The effect of a separate risk management committee (RMC) towards firms'
performances on consumer goods sector in Malaysia. Business Process Management Journal, 27, 1200-1216.

Saad, M. M., Ismail, R. F., Zam, Z. M., & Hasnan, S. (2023). Investigating the impact of effective risk management on the
performance of Malaysian publicly listed companies. Edelweiss Applied Science and Technology.

Saari, S., Mohd Suffian, M. T., Abd Ghafar, M. S., & Azhari, M. (2020). The relationship between audit committee effectiveness
and the level of corporate risk disclosure: The relevance of pre- and post-MCCG 2012.

Salleh, Z., Hashim, H. A., & Alodat, A. Y. (2022). Characteristics of audit committee and risk management committee in Malaysia.
Journal of Financial Reporting and Accounting, 20(3), 405-426.

Taschner, A., & Charifzadeh, M. (2020). Risk management in supply chains: A literature review. Supply Chain Management: An
International Journal, 25(1), 123-145.

Yulianto, A., Yanti, A. N. F., & Ali, S. (2021). Risk Management Disclosures: An Investigation Using Risk Management
Committee as a Moderating Variable. Jurnal Dinamika Akuntansi, 13, 93-105.

Zabalawi, A. K., Alabdullah, T. T. Y., & Ahmed, E. R. (2021). Risk management in banking: Systemic risk and bank performance.
Banks and Bank Systems, 16(4), 89-105.

Zafira, A. P., & Hermawan, A. (2023). The role of audit committee and risk monitoring committee on firm’s hedging practice. E-
Jurnal Akuntansi, 33(10), 150-170.

569



Pejabat Perpustakaan Universiti Teknologi MARA
I ibvarsan Offuce Cawangan Perak

Kampus Seri Iskandar UN[VERSIT[
32610 Bandar Baru Seri Iskandar, TEKNOLOGI

Perak Darul Ridzuan, MALAYSIA @
Tel: (4605) 374 2093/2453 Faks: (+605) 374 2299 MARA

Suratkami : 700-KPK (PRP.UP.1/20/1)
20 Januari 2023

Prof. Madya Dr. Nur Hisham Ibrahim
Rektor

Universiti Teknologi MARA
Cawangan Perak

Tuan,

PERMOHONAN KELULUSAN MEMUAT NAIK PENERBITAN UiTM CAWANGAN PERAK
MELALUI REPOSITORI INSTITUSI UiTM (IR)

Perkara di atas adalah dirujuk.

2. Adalah dimaklumkan bahawa pihak kami ingin memohon kelulusan tuan untuk mengimbas
(digitize) dan memuat naik semua jenis penerbitan di bawah UiTM Cawangan Perak melalui
Repositori Institusi UiTM, PTAR.

3. Tujuan permohonan ini adalah bagi membolehkan akses yang lebih meluas oleh pengguna
perpustakaan terhadap semua maklumat yang terkandung di dalam penerbitan melalui laman
Web PTAR UiTM Cawangan Perak.

Kelulusan daripada pihak tuan dalam perkara ini amat dihargai.

Sekian, terima kasih.

w'
“BERKHIDMAT UNTUK NEGARA” S

37-\- 320273

Saya yang menjalankan amanah,

PROF. MADYA DR. NUR HISHAM IBRAHIM

REKTOR
UNIVERSITI TEKNOLOGI MARA

CAWANGA!
KAMPUS SERI ISKANDAR

SITI BASRIYA AIK BAHARUDIN
TimbalamKetua Pustakawan

nar

Universiti Tebnotogs MrARA Canangan Peraks : Experiential Learning Tu A Green Envnonment @ Seré Tobandar

Powered by @ CamScanner


https://digital-camscanner.onelink.me/P3GL/w1r4frhy



