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Audit committee characteristics and corporate
governance disclosure: evidence from Vietham
listed companies

Hong Hanh Ha'*

Abstract: The study examines the association between audit committee charac-
teristics, namely audit committee independence, audit committee financial exper-
tise, audit committee gender diversity, size of audit committee and frequency of
audit committee meeting, and corporate governance disclosure (CGD). The paper
develops a comprehensive literature review using a bibliometric analysis with
Scopus database from 2004 to 2022 and offers insight into the relationship between
audit committee attributes as independent variables and level of corporate gov-
ernance disclosure as a dependent variable. The dependent variable is measured
basing on a scorecard of Vietnam-Listed Company Awards (VLCA). The set of
scorecard questionnaire is then Cronbach Alpha tested to assure the reliability and
consistency. The result contributes to extant literature a measurement of CGD in
Vietnam. The multiple regression is applied over a sample of 210 non-financial listed
companies in 2021. The findings show that audit committee independence and size
of audit committee are significantly associated with level of CGD. The empirical
evidence also reveals that firm size is statistically linked to CGD indicating the
capital demand of large companies. Overall, the study might be of interest to
professionals, policymakers and regulators regarding the establishment of regula-
tions concerning the audit committee structure.

Subjects: Economic Theory & Philosophy; Corporate Finance; Accounting; Auditing;
Financial Accounting; FinancialStatement Analysis; Research Methods in Management;
Corporate Governance

Keywords: Audit committee; audit committee characteristics; corporate governance
disclosure; corporate governance reports; Vietnam

1. Introduction

In recent years, corporate governance including issues of disclosure and transparency are impor-
tant instruments to protect investors’ interest and performance of the capital market (Cadbury
Committee, 1992; COSO, 2013; OECD, 2004). Vietnam, an emerging country where information
disclosures lacks of accountability and transparency, have witnessed devastating stock market
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manipulation scandals of FLC group, Tan Hoang Minh group in the 2nd quarter of 2022. The
corporate governance disclosure appears to be the biggest concern for the Government authorities
and market regulators when the economy has been recovering after the COVID pandemic. From
society’s perspectives, the increase in the number of corporate governance reports (CGR) that do
not achieve expected level of community trust have been raising concerns over the reliability and
credibility of corporate governance disclosure (CGD). In the context of Vietnam, the manipulated
information on CGR have caused serious damage to investors and affected operations of Vietnam’s
stock exchange. Current situations in emerging countries, typically in Vietnam, illustrates the need
for investigation factors that affect CGD.

Agency theory depicts the situation that companies with high agency theory will try to reduce
the costs of control mechanism and voluntary disclosure. The issue reflects information asymme-
try between firm and outside investors (Akhtaruddin & Haron, 2010; Li et al., 2012). Although there
are several methods for communicating important corporate information including official com-
pany website such as press releases (Healy & Palepu, 2001). However, the CGR remains the most
important channel for communicating with the principals and outsider investors. The corporate
governance report disclosure (CGRD) have been broadly analyzed in previous literature (Cheng &
Courtenay, 2006; Dwekat et al., 2020; Simnett et al., 2009). The main reason is that the CGRD is
subject to strict regulation and scrutinized by external regulators such as the State Securities
Exchange Commission.

Current situation and extant literature have addressed concerns over corporate governance
report disclosures, especially in the context of emerging countries.

The quality of corporate governance disclosure itself are affected by two underlying factors:
external factors (macroeconomics, Government regulation) and internal factors (corporate govern-
ance, internal control). However, it is unclear from extant literature whether and how these
underlying factors affect the level of corporate governance disclosure. Additionally, prior research
are interested in corporate governance disclosure of developed countries in the Europe and the
USA. Few evidences have come from developing economies such as Adelopo (2011), Appiah et al.
(2016), and Boateng et al. (2022) focused their studies on developing economies and have stated
that the enhanced disclosures can attract foreign investment, reduce political and regulation
intervention.

In the scope of the research, we choose audit committee characteristics as the setting for this
study for two following reasons. Firstly, theoretical framework generally stated that audit commit-
tee as a sub—component of control environment which is considered as the foundation for all
other components of internal control, and it has an influence on each of the three objectives and
over all unit and entity activities (COSO, 2013). From this perspective, it is agreed that audit
committee plays a key role in monitoring management disclosure and the effectiveness of internal
control (Bilal et al., 2018; Kao & Chen, 2019). The explained reason is that control environment of
internal control should begin with the board of directors and senior management, who establish
what has come to be known as management’s “tone of the top” for every enterprise. Secondly, the
extant literature on the relationship between CGD and audit committee characteristics (Haji, 2013;
Shamil et al., 2014; Ahmed & Nicholls, 1994; Hossain et al. (2017);; El-Bassiouny and El-Bassiouny
(2019); Hanen and Jamel (2021); Girella et al., 2019); Ananzeh et al., 2022) employs variety of
settings with mixed results.

In this study, we explore the relationship between corporate governance disclosure and features
of audit committee characteristics. Although the current literature has addressed the existing
inter-relationship between audit committee characteristics and CGD, this research is distinguished
and rationale by the number of research condition. First, as an emerging country in South East
Asia, Vietnam is plagued by low adherence to international benchmarks. The significant differ-
ences in financing, ownership and governance structures between developing and developed
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countries provides further rationale for this research. Two, we employ a scorecard for CGD based
on the Annual Vietnam-Listed Company Awards (VLCA), which is permanently organised by
Vietnam Investment Review (VIR) and the two biggest exchange stock markets are the Hanoi
Stock Exchange (HNX) and the Ho Chi Minh city Stock Exchange (HSX). The advantage of this
scorecard is that it provides objectively and regulated benchmark to evaluate the disclosure score.
By using R to apply Exploratory Factor Analysis (EFA) and Confirmatory Factor Analysis (CFA), we
aim to test whether the underlying structures of VLCA scorecard is consistent with collected
observations.

In doing so, the study makes several significant contributions to the current literature. First, it
develops and expands the current literature review by proposing a comprehensive understanding
of the literature of audit committee characteristics and corporate governance disclosure by utiliz-
ing the recently popularized methods of bibliometric analysis. Second, the study further examines
the reliability and structural equivalence of VLCA scorecard. The result test would be helpful to
policy makers, the government, specialist in Vietnam to have an insight overview in corporate
governance control mechanism. In addition, the governing parties may wish to improve their
guidance concerning CGD and CGR. It is also helpful for international researchers and regulators
in other emerging countries to acknowledge about corporate governance scorecard. Finally, the
study focuses on investigating the relationship between audit committee characteristics and
corporate governance disclosure with a sample of Vietnam-listed companies in 2021 that could
contribute some evidence from emerging economy.

To address these issues, the research is structured as follows. The literature review provides a
comprehensive and theoretical background explains the connection between CGD and audit
committee characteristics. The following part is methodology section to describe data collection,
variable measurement and empirical test model. The final section includes the empirical result and
some discussion on findings.

2. Literature review and hypothesis development

2.1. Corporate governance disclosure background

The corporate governance disclosure is mandatory for Vietnam-listed companies and often pub-
lished on an annual basis as a separate, standalone report containing nonfinancial information
about a firm’s policies and practices. In the context of rebuilding the economy after the wake of
the COVID-19 crisis, Vietnamese Government aims to maintain corporate governance as an
essential role to promote stronger, cleaner and fairer economics growth. It fosters an environment
of market confidence and business integrity that supports capital market development. Moreover,
Vietnamese firms rely heavily on external sources of finance outside the stock market, the
disclosure policy have been promoting via other channels apart from the traditional financial
reports to disclose additional information that meet the expectation and requirement of stake-
holders primarily outside of capital market (Gerayli et al., 2021; Nguyen et al., 2020; Tran & Tran
Quoc Trung, 2020). Several researchers suggest that when the financial reporting does not provide
relevant information, stakeholders should rely on nonfinancial disclosure (Allegrini & Greco, 2013;
Boateng et al, 2022). Especially in almost all developing economies, including Vietham have
experienced poor implementation or enforcement of laws and regulations as the bane of a
sound system of corporate governance, nonfinancial disclosure.

Corporate governance report is a form of nonfinancial disclosure. In the context of Vietnam, the
VLCA is annually organized with the effort to enhance the transparency of information disclosure,
improving corporate governance and sustainable development toward integration into regional
and international capital market. The scorecard of VLCA to evaluate level disclosure of corporate
governance reports include four main areas: Rights and fair treatment among shareholders, Role
of stakeholders, Disclosure and transparency, Responsibilities of Board of Directors. Some exam-
ples of content that might be in a CGR are: the reliance on corporate code of conducts, information
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Chart 1.1. The 20 articles that
are most global cited
documents.

Source: Authors assessment
based on Scopus databases

of shareholder’s structure, remuneration of board of directors and audit committee, disclosure of
risk control mechanism, independent members of board of directors, the number of accounting
and finance expertise in board of directors., The average score on CGR increased to 52.59 in
comparison to the score of 49.67 in 2020. In detail, group of large companies illustrates higher
score (64.89) on CGR than other groups of medium (57.30) and small companies (48.62). The result
of VLCA (2021) also indicates a connection between level of corporate governance disclosure and
score of corporate governance report. A company which is evaluated as good corporate govern-
ance disclosure, achieves high score of CGR. The same report also indicted audit committees for
their lack of effectiveness in terms of independence, expertise knowledge and experience etc to
function as expected.

2.2. Corporate governance disclosure and audit committee characteristics

In order to present a comprehensive understanding of the literature on corporate governance and
audit committee characteristics, the research utilizes the recently popularized methods of sys-
tematic literature review and bibliometric analysis. From the data of 112 publications sourced from
the Scopus database from 2004 to 2022, the bibliometric mapping and citation analyses are
graphically performed by R bibliometric.
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Most cited documents provided evidence that audit committee are important elements affecting
the quality of reporting process. Anderson et al. (2004) examined the impact of audit committee
characteristics on corporate yields spreads as audit committees are the direct mechanism that
board use to monitor the financial accounting process. They used a sample of 252 industrial firms
on the Lehman Brothers Fixed Income database and the S&P 500 and found that the committee
independence is associated with a lower cost of debt financing. The research based on the
creditors view audit committees and their characteristics as important elements in the financial
accounting process. Magena and Pike (2005) also tested the relationship between audit committee
characteristics including audit committee independence, audit committee size and audit commit-
tee financial expertise and the level of disclosure in interim reports of a sample of 262 UK listed
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companies. The result provided a significant positive association between interim disclosure and
audit committee expertise. There was also a significant negative association between sharehold-
ing of audit committee members (a proxy for audit committee independence) and interim dis-
closure. However, there was no significant relationship between audit committee size and the
extent of disclosure.

In addition, Barako et al. (2006) extended the literature by investigating the extent to which
corporate governance attributes and company characteristics influence disclosure practices in
developing countries, especially in Kenya. The study provided disclosure practices in annual reports
of listed companies in Kenya from 1992 to 2001 and found that the presence of an audit
committee is a significant factor associated with the level of voluntary disclosure, and the
proportion of non—executive directors is found to be significantly negatively associated with the
extent of voluntary disclosure.

Recently, legitimacy and political theories have been used to explain differences in the level of
corporate governance disclosure. According to the theory, companies must ensure a decision-
useful nonfinancial and financial disclosure strategy in alignment with stakeholders’ information
needs. CGR as a supplement to financial disclosure, could be the first step to achieve legitimacy.
In turn, organizations continually seek to ensure that they are perceived as operating within the
bounds and norms of their respective societies, that is, they attempt to ensure that their
activities are perceived by outside parties as being “legitimate”. In the context of accounting
literature, many researchers conclude that corporate report disclosures can be generally
employed by an organization to mitigate legitimacy threat and reduce the legitimacy gap
(Chen et al.,, 2016; Deegan et al., 2000). Thus, the internal governance structure (such as
board composition or audit committee) is likely to play a vital role in reducing legitimacy gap
through extended corporate governance reports disclosures. In the light of the legitimacy
theory perspective, firms have an implied social contract under the form of CGR with the
community in which it works (Kend, 2015; Jizi et al., 2014); and the significant role of internal
corporate governance enhance the CGR performance and disclosure (Dwekat et al., 2020; Alia &
Mardawi, 2021, Jizi et al,, 2014; Khan et al., 2013;). Martinez-Ferrero and Garcia-Sanchez (2017a)
and Martinez-Ferrero et al. (2017) indicate that size and the independence of the committee
increase the level of disclosure of CGR. Furthermore, according to Liao et al. (2018), gender
diversity, size and frequent board meetings increase the implementation of CGD. Other studies
reveal that gender diversity, especially a higher percentage of female members leads to better
CGD implementation (Thi Thuy Anh & Phan Nha Khanh, 2017).

Additional explanation for information disclosure in CGR is offered by the agency theory.
Corporate managers have incentives to withhold information to restrict the ability of the market
to effectively monitor or access their performance, therefore creating an “information gap”
between the principal and the agent. The problem between the principal and agent party which
can be seen as “disclosure agency problem” could be reduced by a good corporate governance
structure (Khan et al., 2013; Mustafa et al., 2018; Said et al., 2009). Pucheta Martinez and Garcia
Meca (2014) reveal that the principal agency conflict focuses on the expropriation of minority
shareholders’ wealth by controlling shareholders. The research result also confirms that institu-
tional audit committee members influence financial reporting quality. This result consistent with
other research of Abdul Rahman et al. (2006), Harris et al. (2019).

2.3. Hypothesis development

2.3.1. Audit committee Independence

Agency theory addressed the phenomenon of “disclosure agency problem” between the share-
holders, the principals and company executives, the agents. Therefore, the existence of corporate
governance control function including external auditors, internal auditors and audit committee is
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stated to effectively monitor management’s behavior and reduce the asymmetric information
situation. In order to enhance the quality of monitoring function, the audit committee is required
to be independent by law and regulation. Specifically, since asymmetric information plays an
important role to increase the share value of listed companies on stock exchange market, the
independence of audit committee would enhance the benefit of investors (Adegboye et al., 2019;
Holland, 2003; Li et al., 2012). The independence of the audit committee means that members of
the audit committee have no economic financial interest, employment position or personal
relationship with management. The threat of independence also could be eliminated if the non-
executives of the committee do not have share ownership of company.

The UK Code (2010) suggests that an audit committee should be comprised of at least three
members, who should be all be independent non-executive directors. In the case of Vietnam,
Vietnam Ministry of Finance (2017) requires members of an audit committee in listed companies
must not be executive directors, managers, accounting and finance staffs or members of external
audit team. Members of audit committee are compulsorily approved by general meeting of share-
holders. Several prior research in literature such as Cheng and Courtenay (2006), Patelli and
Prencipe (2007), Akhtaruddin and Haron (2010), Li et al. (2012), and Madi et al. (2014), and
Almaskati and Hamdan (2017) provide evidences that the presence of independent directors in
audit committee is associated with more voluntary disclosure. In this research of Vietnam-listed
companies, we expect independent audit committee to influence the level of corporate govern-
ance disclosure. The hypothesis is as following:

H1: There is a positive relationship between the level of corporate governance disclosure and the
independence of audit committee.

2.3.2. Audit committee gender diversity

Even though prior research found mixed results, gender diversity on audit committee has been
illustrated to enhance corporate productivity and the effectiveness of the committee (Aldamen et
al.,, 2018; Green & Homroy, 2018). Almost all studies agreed that female executives performed better
transformational leadership qualities than the male counterparts. Pathan and Faff (2013) showed
that female directorship tends to have high regards for their responsibilities by expending more effort
on their tasks. In addition, Ibrahim and Al Harasees (2019) confirmed that the conservative and
ethical qualities of feminine improve the corporate governance and reduce the inherent risks and
potential fraud risks. Din et al. (2021) analyzed 302 listed firm on the Pakistan Stock Exchange and
concluded that the female accounting expertise of audit committee enhance financial reporting
quality. The study also stated that the female members improve corporate governance mechanisms
and internal control. Thus, the second hypothesis is developed to assess the extent audit committee
gender diversity affect annual report disclosure quality. The hypothesis is as following:

H2: There is a positive relationship between the level of corporate governance disclosure and the
audit committee gender diversity.

2.3.3. Audit committee financial expertise

The requirement of financial expertises of an audit committee were not included in Vietnam regula-
tions. However, according to Circular 155/2015 of Ministry of Finance, the annual reports consist of five
main components namely: General corporate information, Operating and financial highlights, Letter
to the shareholders from the chief executive officer, Management’s discussion and analysis (MD & A),
Financial statements. Thus, the presence of financial expertises are expected to help the audit
committee and managers to understand the nature of annual reports including financial statements
and discern the substance of disagreement on daily accounting information process between man-
agement and external auditors (Bedard & Gendron, 2010; Bilal et al., 2018; Magena & Pike, 2005;
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Velte, 2018). In addition, in order to perform their role effectively, audit committee members should
have relevant knowledge and competence to fulfill their tasks. Li et al. (2012) confirmed the point that
members with financial expertise will improve the quality of reporting and reduce the asymmetry of
information. Such understanding by the audit committee should lead to the incentive of directors on
information disclosure in order to communicate on firms’ value-creating processes and to support the
valuation activities of the stock market participants (Li et al., 2012). Therefore, basing on the academic
research and current situation analysis, the third hypothesis is as following:

H3: There is a positive relationship between the level of corporate governance disclosure and
financial expertise of the audit committee.

2.3.4. Size of audit committee

Literature review reflect the mixed results on size of audit committee. Several studies supported for the
resource dependency theory which argues that the larger audit committee are willing to devote greater
resources and authority to effectively carry out their responsibilities (Allegrini & Greco, 2013). In accor-
dance to this viewpoint, more directors on audit committee are more likely to bring diversity of views,
expertise, experiences and skills to ensure effective monitoring (Bedard & Gendron, 2010; Li et al., 2012;
Madi et al., 2014; Pearsons, 2009). However, some researchers argued that when the number of audit
committee members increases, the performance is likely to suffer from process losses and diffusion of
responsibility (Karamanou & Vafeas, 2005) and a larger committee will lack of room for flexibility (Afza &
Nazair, 2014). Theories explains that organizations should set up a committee not so large to remain
effectively, but reasonably large or large enough to fulfill the role (Allegrini & Greco, 2013). Although there
is no standard for audit committee size, the Vietham regulation prescribes a minimum of three execu-
tives. Due to the mixed results in literature review, the fourth hypothesis is as following:

H4: There is no relationship between the level of corporate governance disclosure and size the
audit committee.

2.3.5. The frequency of audit committee meeting

The frequency of meetings refers to the number of meetings held by an audit committee during a
financial year, with more meetings indicating high activity levels (Grandon et al., 2004). Prior
research also considerably stated that the number of meetings held by the audit committee is a
major determinant of committee’s effectiveness and efficiency as the more often the committee
members meet the higher probability of achieving goals and organizational objectives
(Raghunandan et al., 2003). Although studied in different areas, Li et al. (2012) and Pearsons
(2009) found that when a committee meets more often, they have a tendency of making a higher
voluntary disclosure. Additionally, empirical evidences in literature showed that there is a positive
relationship between the number of audit committee meeting and voluntary disclosure.
International regulation and standards recommend the frequency of meeting that should be a
minimum of three or four meetings a year. Therefore, basing on the academic research and
current situation analysis, the fifth hypothesis is as following:

H5: There is a positive relationship between the level of corporate governance disclosure and the
frequency of the audit committee meeting.

3. Research methodology

3.1. Sample selection and data source

A criterion sampling technique is adopted for the study. According to Green (1991), in order to
evaluate the factor analysis of each independent variable such as t-test, regression coefficient, the
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Table 1. Awarded top 15 companies in term of size

No Top 5 large No Top 5 No Top 5 small
size medium size size
companies companies companies
1 Vietnam Dairy 1 DHG 1 CIC39 JsC
Products JSC Pharmaceutical
JSC
2 FPT Corporation 2 Gia Lai Power 2 Rong Viet
JSC Securities JSC
3 Thanh Thanh 3 Imexpharm 3 Khanh Hoa
Cong—Bien Hoa Corporation Power JSC
JSC
4 Bao Viet 4 Traphaco JSC 4 Tan Cang
Holdings Logistics &
Stevedoring
5 Ho Chi Minh City 5 Pan Group 5 Vietnam
Securities National
Corporation Petroleum
Group

Source: VLCA (2021)

minimum sample size should be 104 + m (m is the number of independent variables). According to
Tauchen (1986) condition for estimation of reliability for performing regression analysis is n > 200.
Combined of two principles, the sample size chosen of 210 observations by authors is reasonable.
The 210 observations are non-financial companies listed on the two Vietnam Stock Exchange that
are the Ho Chi Minh City Stock Exchange (HOSE) and the Hanoi Stock Exchange (HNX) in 2021. The
sample also includes 15 companies were awarded as the best corporate governance reports in
2021 (Table 1). Awarded companies illustrating high score of CGR that could demonstrate full and
diversity characteristics of corporate governance. The representativeness of the awarded compa-
nies suggests the inclusion of selecting these typical economic entities in the sample to check the
consistency and reliability of VLCA questionnaires.

We did not consider financial, banking and insurance companies because of their specific
disclosure requirements and accounting regulations. The companies in initial sample are also in
the VNX Allshare general index. VN Allshare is the Vietnamese third exchange index and issued
after VN index at HOSE and HNX index at HNX, which cover nearly 90 percent of the combined
market capitalization. The companies in the VNX Allshare need to meet three requirements
namely: first, the company’s stocks must have been listed for at least six months without violating
market rules; second, the company must have a stock return of at least 0.02 percent to ensure the
company is eligible for business and finally, the minimum free-float rate must be no less than five
percent.

The VLCA organizing committee develops a set of corporate governance marking criteria based
on the principles of Organization for Economic Cooperation and Development (OECD). The set of
marking criteria has been adjusted to be consistent with current regulations on corporate govern-
ance and in the context of Viethamese enterprises. The criteria for evaluating the level of corpo-
rate governance disclosure by a company based on two main features:

» Compliance with current Vietnamese laws on corporate governance for listed companies.
* Good corporate governance practice based on the OECD/ G20 Corporate Governance Principles
issued in 2015.
The VLCA set of scoring criteria includes 81 questions in four main parts:

(1) Rights and Fair treatment of shareholders and basic ownership functions

Page 8 of 31



Ha, Cogent Business & Management (2022), 9: 2119827 O;K-: cogent P b us | Nness & mana ge me nt

https://doi.org/10.1080/23311975.2022.2119827

(2) The role of stakeholders
(3) Disclosure and transparency

(4) Responsibilities of the Board of Directors and Supervisory Board

Before examining the relationship between the corporate governance disclosure and audit com-
mittee characteristics, the study needs to confirm the reliability of marking criteria as well as
internal consistency of the set of marking criteria in a group. We use Cronbach Alpha test to
measure reliability or the consistency of VLCA scoring criteria.

3.2. Corporate governance disclosure and audit committee characteristics

The primary objective is to test the relationship between corporate governance disclosure a firm
makes and features of audit committee characteristics of the firm. We begin by first documenting
the overall association between corporate governance disclosure and audit committee character-
istics. This provides a useful context within which to better understand the underlying relationship
between different level of CGD and audit committee characteristics as well as to help situate this
study within the extant literature. We use variation of the methodology which were used by
Allegrini and Greco (2013), Jizi et al. (2014), Khan et al. (2013), and Martinez-Ferrero and Garcia-
Sanchez (2017a) to estimate the following model of corporate governance disclosure of firm i in
the year 2021 using ordinary least square regression:

CGD; = a + B,ACI; + B,ACGD; + B;ACFE; + B,SIZE; + BsFACM

The model used in this study include year and industry fixed effects and heteroskedasticity-
consistent standard errors clustered at firm level.

The model includes five audit committee characteristics variables representing characteristics of audit
committee structures (AuditCommitteeIndependence, AuditCommitteeGenderDiversity,
AuditCommitteeSize, FrequencyofAuditCommitteeMeetings. Other authors such as Jizi et al. (2014),
Khan et al. (2013) also add several firm financial variables such as firm size, leverage ratio, profitability
ratio, ownership diffusion to reflect an unresolved agency conflict. The financial variables are included in
the proposed model in order to be control variables for the firm’s audit committee structure. Although,
the study’s model is not identical to those in prior research, we expect that the tenor of existing results
will be evident in our samples. In summary, the proposed model of our study as following:

CGD; = a + B,ACI; + B,ACGD; + B;ACFE; + B,COMSIZEi + BsFACM, + BgLEV; + B,ROA,
+ BgSIZE; + 1
Where:

i = firm 1 through n (n = 210); CGD = Corporate governance disclosure score, calculated by the
scoring criteria of VLCA; ACI = Audit Committee Independence, measured by number of independent
and non executive directors in audit committee; ACGD = Audit Committee Gender Diversity, measured
by number of female directors in audit committee; ACFE = Audit Committee Financial Expertise,
measured by number of directors with financial experience/ qualification in audit committee;
COMSIZE = Size of Audit Committee, measured by total number directors in audit committee;
FACM = Frequency of Audit Committee Meeting, measured by number of meetings held by audit
committee in a year; LEV = Leverage, measured by the total book value of debt divided by total assets
at the end of the year 2021; ROA = Return on Assets; SIZE = Firm size, measured by the natural
logarithm of total revenue.

The regression model (1) shows relationship between CGD and audit committee characteristics
using the ordinary least squares (OLS), however, to choose the most appropriate method, we also
apply fixed effects model (FEM) and random effects model (REM). The paper then conduct the
Breusch-Pagan Lagrange test to examine an alternative between OLS and REM, Hausman test to
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examine an alternative between REM and FEM, and finally conduct the Wald test to evaluate the
most suitable model between OLS and FEM.

3.3. Dependent variable

Corporate governance disclosure is the independent variable and the construct of CGD is very
complex, as illustrated by the numerous definitions found in the existing literature, therefore, it is
not surprising that many different proxies have been employed to measure CGD. However, in the
scope of this study, we use scoring index based on the VLCA set of marking criteria to measure the
level of corporate governance disclosure by companies (see appendix for VLCA CGD scorecard).

There are two rounds of marking the CGD score. At the first round, an independent third party
with experienced expertises conducts a preliminary assessment of the corporate governance
content. Based on the shortlisted, Big4 auditing firms including: Deloitte, Ernst and Young, KPMG
and PwC are invited to supervise the preliminary assessment result. After reviewing, Organizing
Committee decide companies with good corporate governance to go to the final round. At final
round, the Organizing Committee bases on the preliminary assessment result, the review result of
auditing firms and internal evaluation discussion to award enterprises with highest corporate
governance scores.

The set of criteria has 81 questions includes 29 questions assessing the compliance aspects, 35
questions assessing good governance practices and 17 additional questions. The questions are
divided into 2 levels: level 1 questions evaluate general management requirements and maximum
score for level 1 is 100; level 2 questions are additional questions and maximum score for level 2 is
10 (Table 2). Companies violates corporate governance regulations could be deducted up to 30 at
level 2. The highest score a company could achieve for both level equivalents to 110. The value of
dependent variable, CGD, therefore could range from 10 to 110 (Appendix 1).

Consistently with prior corporate governance disclosure index studies, we used the Cronbach’s
coefficient alpha () to assess the internal consistency of VLCA scoring index. Internal consistency
refers to the degree to which the items in a test measure the same construct. Tauchen(1986)
stated that “Cronbach’s alpha is a single correlation coefficient that is an estimate of the average
of all the correlation coefficient of the items within a test. If alpha is higher than 0.6 then this
suggests that all of the items are reliable and the entire test in internally consistent”.

3.4. Independent variables

The primary data on the corporate governance disclosure independent explanatory variables were
manual collected from the annual corporate governance reports. Audit committee independence
(ACI) is measured by number of non-executive directors in audit committee. Audit committee
gender diversity (ACGD) is measured by number of female directors in audit committee. Audit

Table 2. VLCA set of scoring criteria

Content Number of criteria Maximum score
Level 1 questions: 64 100

» Compliance 29 70

* Practices 35 30

Level 2 questions: 15 [-30, +10]

* Plus point questions 5 +10

+ Deduction point questions 10 -30

Source: VLCA (2021)
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Table 3. Definitions and measurement of variables
Variables Abbreviations Measurements

Dependent variables

Corporate Governance Disclosure | CGD ‘ VLCA marking scheme

Independent variables

Audit Committee Independence ACI Number of non-executive directors
in audit committee

Audit Committee Gender Diversity | ACGD Number of female directors in
audit committee

Audit Committee Financial ACFE Number of directors with financial

Expertise experience/ qualification in audit
committee

Size of Audit Committee COMSIZE Overall number of directors in
audit committee

Frequency of Audit Committee FACM Number of meetings held by audit

Meeting committee in a year

Firm Size SIZE Natural logarithm of total assets

Leverage LEV Total book value of debt divided by
total assets at the end of year
2021

Profitability ROA Net profit divided by total assets at

the end of the year 2021

Source: Authors assessment

committee financial expertise (ACFE) is measured by number of directors with financial experience/
qualification in audit committee. Size of audit committee (COMSIZE) is measured by overall
number of directors in audit committee. Frequency of audit committee meeting (FACM) is mea-
sured by number of meeting held by audit committee in a year 2021 (Table 3).

Other independent variables are selected on the basis of previous studies. Ahmed and Curtis
(1999), Allegrini and Greco (2013), and Madi et al. (2014), Zahd et al. (2020) and Boateng et al.
(2022) confirm significant and positive associations between disclosure levels and corporate size
and leverage ratio. In accordance with Camfferman and Cooke (2002), Allegrini and Greco (2013),
and Madi et al. (2014), firm size (SIZE) also has been illustrated to be significantly and positively
correlated with disclosure level. The result suggest that large sized companies tend to disclose
more information than smaller companies. It could be explained that agency costs are associated
with the separation of management from ownership which is likely to be greater in larger
companies. In the study, the independent variable firm size (SIZE) is measured by the natural
logarithm of the revenue in the year 2021. Alsaeed (2006), Allegrini and Greco (2013), and Alzeban
(2020) acknowledged that highly leveraged firms may deal with higher agency costs. Companies
with a high level of debt try to reduce agency costs by disclosing more information. Leverage
ration (LEV) is measured by the total book value of debt divided by total assets.

Profitability ratios are used in previous research on corporate disclosure (Khan et al., 2013;
Mousa et al., 2018; Owusu Ansha & Ganguli, 2010). Therefore, we considered profitability ratio as
an independent variable expecting that the ratio has a positive relationship with level of disclosure.
In the study, the profitability ratio is measured by the ratio of net profit divided to total assets.

Table 4. Reliability statistics

Cronbach’s Alpha Number of items
0.966 81

Source: Authors assessment
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4. Empirical analysis and results

4.1. Cronbach alpha test

Table 4 shows the alpha coefficient for the 81 items equivalents to 81 questions of VLCA scorecard.
The alpha coefficient is 0.896 suggesting that the items have relatively high internal consistency
with the specific sample (Henseler & Chin, 2010).

Appendix 2 presents items-total statistics results, any item with total correlation less than 0.3
and Cronbach Alpha less than 0.6 should be eliminated from the scale. The final column “Cronbach
Alpha if item deleted” shows the result that removal of any question would result in a lower
Cronbach Alpha. Therefore, we would keep the set of questionnaires. Moreover, the Cronbach
Alpha values above 0.6 and 0.7 are considered fitting in exploratory studies (Hair et al., 2014).

4.2. Descriptive statistics

Panel A of Table 5 represents the descriptive statistics of corporate governance disclosure for the
research sample. The mean disclosure score for overall sample is 52.69, with a range from a
minimum of 12.37 to a maximum of 89.56. The evaluated result shows that the CGD of companies
in research sample is relatively high with a small fluctuation of standard deviation. A clear
indication that the research categories achieves average quality of corporate governance disclo-
sure includes compliance and current practices.

Panel B of Table 5 presents the descriptive statistics of independent variables. The data revealed
that the average number of non-executive member or independent member who do not engage in
the day-to-day management of the company is approximately above 3 and the minimum number
non executives in the board is 2. This figure reveals that at least 2 people remains independent in
the audit committee.

Table 5. Descriptive statistics for dependent and independent variables (n = 210)

Mean Min Max sD
Panel A—
Dependent
variable
Corporate 52.69 12.37 89.56 9.18
Governance
Disclosure
Panel B—
Independent
variables
Audit committee 3.13 1.36 2 5
independence
Audit committee 1.07 1 4 2.77
diversity
Audit committee 4.84 3 6 1.96
financial expertise
Committee size 4.68 3 7 1.13
Frequency of audit 4.12 2 6 0.99
committee
meetings
Firm Size 13.43 4 77.25 9.95
Leverage 0.52 0.06 0.97 0.21
Profitability 0.28 0.03 0.41 0.02

Source: Authors assessment
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The result also illustrates that the average audit committee size for the study is 4.68 with the
minimum and maximum number of members range from 3 to 7. The analysis of statistic states
that the larger size of a company is, a bigger audit committee size capture. In comparison to listed
companies of developed countries, the size of audit committee in the research is relatively small.
Prior research in existing literature review reported that board size members generally array from 7
to 20 with an average of 14 members (Velte, 2018; Din et al,, 2021).

The average number of female executives in the audit committee was approximately above 1,
whereas the largest comprised of four members and the smallest included only one female
person. This figure indicates that make counterpart dominates the committee.

Additionally, the mean of audit committee members with financial expertise was 4.84, which
illustrates the considerably high proportion of financial profession in the committee. In some
companies 5 out of 6 audit committee members are financial expert with professional
qualification.

On average, the frequency of audit committee meeting during a year is 4 meetings which
indicates that audit committee meeting is normally organized once per quarter. There is only
one case that audit committee meeting is held every six months.

4.3. Correlation analysis

Table 6 examines the Pearson correlation matrix for the dependent variable (CGD) and independent
variables (ACI, ACGD, ACFE, SIZE, FACM) applied in the study. The table generally illustrates low
correlation among independent variables. It is evidence to state that there is no indication of material
multicollinearity in the proposed model. When it comes to the relationship between CGD and indepen-
dent variables, it reports that there is considerable connection between ACI, ACFE and SIZE and CGD.
Firms that maintain large audit committee in term of size provide a higher level of corporate govern-
ance disclosure. The number of financial expertise (ACFE) and non-executive directors (ACI) represent
in audit committee also have connection with CGD. Other variables of audit committee gender diversity
and frequency of audit committee meeting appear not to have any relationship with CGD.

4.4. Multi-collinearity test

After conducting the OLS regression, we applied random effects GLS regression model (REM) and
fixed effects model (FEM) to examine the relationship between CGD and audit committee char-
acteristics. The result of REM and FEM model in appendix 3 and 4 respectively.

In the next step, the Breusch and Pagan Lagrangian multiplier test was conducted to
examine the random effects. The following hypothesis is given for the Breusch and Pagan
Lagrangian test:

HO: data is homoscedastic
H1: data is heteroscedastic

The Wald test is also applied to examine the heteroskedasticity phenomenon. The following
hypothesis is given for the Wald test:
HO: data is homoscedastic

H1: data is heteroscedastic
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Table 7. Breusch and Pagan Lagrangian test result in random effects regression model

Chi-square Prob. Chi square
11.34 1.000

The Chi-square = 11.34 with p-value = 1.000 > 0.05, we accept HO and reject H1 illustrating that the OLS model is
more suitable than REM.

Table 8. Wald test result in fixed effect regression model
Chi-square Prob. Chi square
12.58 0.000

The Chi-square = 12.58 with p-value = 0.000 < 0.05, we reject HO and accept H1 illustrating that FEM model is more
suitable than OLS

Finally, we conducted the Hausman test to consider more suitable model between FEM and
REM. The following hypothesis is given for the Hausman test:

HO: The difference in regression coefficient is not systematic
H1: The difference in regression coefficient is systematic

Finally, after conducting the Breusch and Pagan Lagrangian test, Hausman test and Wald test,
the result shows that FEM is reasonable model to apply (Table 7,8 & 9).

4.5. Multiple regression result and discussion

The Table 10 indicated the association between audit committee characteristics and corporate
governance disclosure. Given the R-squared value, the result illustrates that 47.3% of the varia-
tions in the level of corporate governance disclosure can be explained by variations in explanatory
variables. The model can be confirmed reliable by the significant F value of 13.686 (p-
value = 0.000)

For the explanatory variables, the independence of audit committee has a significant positive
effect on the level of corporate governance disclosure at significant level of 5%. The hypothesis H;
is supported and consistent with prior finding of Akhtaruddin and Haron (2010) The positive
relationship exists for listed companies in Vietnam states the role of independent executives to
enhance the CGD. The coefficient of awarded companies for ACI (B = 0.408) indicates a strong and
positive association. The identification also confirm that independence is an important character-
istic that help audit committee effectively monitors and motivate the CGD. In our research sample,
audit committees are composed by a majority of independent directors and their diligence is found
to be positively correlated with the level of corporate governance disclosure.

The hypothesis H, is not supported as the result reflects no association between level of
corporate governance disclosure and the number of female directors in the committee. The
coefficient is low and more importantly, the P-value statistically illustrate insignificant at 1%
level. This result is not consistent with prior research of Ghafran and Yasmin (2018), Zalata et al.
(2018), and Din et al. (2021) confirmed that female directors are cooperative towards subordi-
nates, conservative towards financial disclosures and actively participate in board meetings. In the
context of Vietnam-listed companies, this characteristic appears no important impact on CGD.
Additionally, the perspective that more diversity in the audit committee is not equal to promote
corporate governance disclosure. Hence, members in the audit committee are equally expected to
be proficient to enhance the CGD.
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Table 9. Wald test result in fixed effect regression model

Chi-square Prob. Chi-square
19.37 0.0038

The Chi-square = 19.37 with p-value = 0.0038 < 0.05, we reject HO and accept H1 illustrating that FEM model is more
suitable than REM.

Table 10. Multiple regression analysis

Variable Coefficient t-test P-value
a (Constant) 0.246 0.771
ACI 0.408 2.112 0.010**
ACGD . 0.194 -0.189 0.802***
ACFE 0.511 2.037 0.334***
COMSIZE 0.194 5.059 0.000***
FACM . -0.226 1.090 0.494***
SIZE 0.491 3.706 0.000**
LEV -0.205 -1.563 0.752
ROA -0.039 4.809 0.673

R? 0.473

Adjusted R2 0.412

F 13.686

Sign. 0.000

***Significant at 1%, ** Significant at 5%
Source: Authors assessment

When it comes to the audit committee financial expertise, the P—value statistically illustrate
insignificantly impact at 5% level. The result indicates unimportant role of financial expertise in
audit committee to promote CGD and that hypothesis H3 is not supported. The existing literature
review addressed the result that financial expertise could enhance the quality of annual financial
statements. However, the research study does not reflect the same phenomena in the case of
corporate governance reports. The result implies that the availability of members with financial
knowledge and experience do not lead to a promotion of CGD.

Table 7 illustrates the positive and significant association of audit committee size (represented
the number of AC members) and support the hypothesis H,. This result is different with prior
research which specified that increased board size might not actually reflect a higher level of
corporate governance disclosure. The prior research such as Omotoye et al. (2021) explained that a
large audit committee is equivalent to more opinions, which might cause conflicts, limit faster
decision making and reduce performance. However, in the context of this study on Vietnam-listed
companies, the research result suggests that firms with larger audit committee show greater
transparency for outside shareholders. In addition, larger audit committee could contribute to
mitigate agency conflicts among different types of shareholders Alzeban (2020) by giving more
opportunities for minority shareholders and improve the control environment.

The last characteristic is examined in the research is the Frequency of Audit Committee Meeting.
The hypothesis H5 is proposed to test whether there exists a positive relationship between the
number of audit committee meeting and the level of CGD. In addition, the Vietnamese regulation
and standards recommend the frequency of meeting that should be a minimum of three or four
meetings a year. However, the research result show that there is no association between CGD and
FACM as the P-value is insignificant at 1% level. This result could indicate that meeting is formal
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appearance of the board, however, it does not promote the level of CGD as audit committee
maintain ongoing oversee role on corporate practices.

With respect to other variables, only firm size (SIZE) is significantly positive for CGD indicating
that it is a very important firm attribute associated with the CGD policy. The finding is consistent
with previous studies such as Barako et al. (2006), Khan et al. (2013), and Raghunandan et al.
(2003), When it comes to leverage (LEV) and profitability ratio (ROA), the statistical result reflects
no significant association suggesting that highly geared and profitability firms do not have any
sign of corporate governance disclosure. It is probably not surprisingly because Vietnamese highly
geared and profitability firms may demand disclose financial information which is primarily for
shareholders rather than declare more internal corporate governance information.

In summary, the research result indicates the positive effect of audit committee independence,
size of the committee and size of the firm on CGD of Vietnam-listed companies. The result is
consistency with most previous studies such as Akhtaruddin and Haron (2010), Elfeky (2016) found
the audit committee characteristics and CGD linkage to be linear. In the context of Vietnam, the
result also agree with almost all prior studies that there are two identified factors affecting level of
disclosure, namely, the size of the committee and the ratio of foreign independent member to the
total number of the board (Hoang et al., 2018;). However, the specific analysis is diversified when it
comes to region area. Nguyen et al. (2020) conducted a research on listed companies on Hanoi
Stock Exchange (HNX) revealing that the proportion of female directors (gender diversity), deputy
CEO (audit committee independence) and state holding had a significant correlation with corpo-
rate governance report publication. In contrast, the proportion of independent directors was found
to be insignificant. This result could demonstrate the difference in policy setting across Vietnam.

5. Conclusion

A basic and fundamental concern is the association between the audit committee characteristics
and corporate governance disclosure on corporate governance reports of listed companies in
Vietnam. The study tests for correlations with a number of independent variables relating to
audit committee characteristics and corporate governance disclosure. The independent variables
including audit committee independence, audit committee gender diversity, audit committee
financial expertise, size of audit committee and frequency of audit committee meeting are derived
from previous research.

In order to achieve the fundamental objectives, the study first examines the reliability of the
dependent variable (CGD) by assessing the VLCA scorecard with 81 questions across four cate-
gories. The result reveals that the set of questionnaires is internal consistent. In other words, the
test items are considered to be valid and reliable for exploratory studies.

The study then tests the relationship between corporate governance disclosure and audit
committee determinants. The result reveals a significant positive association between audit
committee independence, size of audit committee and corporate governance disclosures.
However, other variables including audit committee financial expertise, audit committee gender
diversity, and the frequency of audit committee meeting illustrate no association with corporate
governance disclosure. The findings suggest that independence and size of audit committee are
important factors influencing corporate governance disclosure in the context of Vietnam. However,
there is a research limitation in using non-executive directors as a proxy of audit committee
independence. In fact, it is not reliable for non-executive directors to be independence.

Firm size is significantly positively associated with corporate governance disclosure indicating
that larger firms provide more information. This could be explained by the greater incentives of
financial capacity. On the other hands, leverage and profitability ratio have no impact on corporate
governance disclosure.
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In spite of several limitations, further research could expand sample size to other listed financial
companies to test the level of corporate governance disclosures. Future research also examine the
effect of other attributes to have more comprehensive explanation about corporate governance

disclosure.
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Appendix 1 VLCA 2021 Vietnam Corporate Governance Disclosure Scorecard

Item

CG
Principles

Details

Guiding References

A

Does the company fully pay dividends within 6 months
after being approved by shareholders at annual general
meetings (AGM)?

Law of Enterprise (LOE), Article
131, Clause 3

Does the company hold the annual AGM of
shareholders within 4 months from the end of the
financial year, but not beyond 6 months from the end
of the financial year if applying for extension?

Decree 71, Article 8
LOE, Article 136

Does the company website disclose all documents of
the general meeting of shareholders (standard
documents), including: (1) Notice of invitation with
meeting agenda, (2) Form of appointment of an
authorized representative to attend the meeting, (3)
Draft resolutions for each issue in the agenda, (4)
Report on activities of board of director, report on
activities of supervisory board/ audit committee

LOE, Article 139, Clause 4

In the notice of invitation to attend general meeting,
does the company give the instruction for shareholders
to place items on the agenda of AGM before the start of
meeting?

Does the AGM documents provide the profiles of new
candidates for board of directors and supervisory board
(at least: age, academic/ professional qualification,
experience, date of first appointment and directorships
in other listed companies, independence) at least

10 days before the start of AGM?

Principles G20,
Vietnamese Corporate
Governance Code 9.2.2

v Decree 71, Article 11

Did company practice and disclose specifically in the
minutes of the general meeting of shareholders the
application of modern information technology so that
shareholders are able to attend and express their
opinion at the general meeting in the best manner,
including guidance for shareholders to vote online at
meetings, or to vote electronically or via other
electronic methods?

LOE, Article 140, Clause 2

Does the company disclose the voting results including
approving, dissenting, and abstaining votes for all
resolutions/ agenda items for the most recent AGM?

LOE, Article 142, Clause 2

Does the minute of the most recent AGM record that
the shareholders were given the opportunity to ask
questions and the questions raised by shareholders and
answers given recorded?

OECD (2015), Principles II (C)

Does the minute of the most recent AGM disclose the
list of board members, supervisory board members and
CEO who attended?

OECD (2015), Principles II (C)

10

Does the company disclose its practices to encourage
shareholders to engage with the company (excluding
complaints) beyond AGM (e.g., investor conferences,
meeting programs)?

OECD (2015)

11

Does the company establish Investor Relations
department (IR) and disclose the contact details of the
officer/ office responsible for investor relations?
Officer/ office responsible for investor relations?

OECD (2015)

12

Does the company disclose the notice of invitation and
documents of general meeting in English?

OECD (2015)

(Continued)
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(Continued)

Item CcG Details Guiding References
Principles
13 B Is the list of audit firms seeking appointment/ OECD (2015)
reappointment clearly identified in general meeting? Vietnamese Corporate
Governance Code 7.6.1
14 C Does the company disclose assessment report Circular 155
pertaining to environmental and social responsibilities?
15 C Does the company disclose a policy and practices OECD (2015)
thatdescribe company’s efforts to ensure the
implementation of environmental protection standards
in supplier/ contractor selection procedures?
16 C Does the company disclose a policy and practices OECD (2015) Principle II (C);
thatdescribe company’s efforts to ensure the Corporate Governance Code
implementation of environmental protection standards | 10.1
in the process of trading and consuming products and
services?
17 C Does the company disclose a policy and practices that | G20/OECD (2015) Principle 1V
describe company’s efforts to address customers’ (A
welfare?
18 C Does the company explicitly disclose the policies and G20/OECD Principle (2015) IV
practices on health, safety and welfare for its ©
employees?
19 C Does the company explicitly disclose the policies and G20/OECD Principle (2015) IV
practices on training and development programmes for | (C)
its employees; and clearly disclose the training results
(e.g., average hours spent on training)?
20 C Does the company have a reward/ compensation policy | G20/OECD Principle (2015) IV
that accounts for the performance of the company ©
beyond short-term financial measures (financial and/or
nonfinancial performance)
21 C Does the company have and disclose a whistle blowing | G20/OECD Principle (2015) IV
policy that enables all stakeholders to raise concerns on | (C)
alleged illegal/ unethical behavior?
22 C Does the company have the code of ethics or code of | G20/OECD Principle (2015) IV
conduct that requires all directors, senior management | (C)
and employees to comply with the code(s) and
explicitly disclose how breaches are handled?
23 C Does the company provide contact details via the G20/OECD Principle (2015) IV
company’s website or annual reports which (B)
stakeholders (e.g., customers, suppliers, general public
etc) can use to voice their concerns and/ or complaints
for possible violation of their rights?
24 D Does the company disclose the direct shareholdings of | Circular 155
each member of the board of directors, supervisory
board and board of management/ CEO?
25 D Does the company disclose the direct shareholdings of | G20/OECD Principle (2015) IV
major/ substantial shareholders? (B)
26 D Does the annual report disclose the company’s Circular 155
shareholding structure (4 major classifications: by
ownership proportion; institutional and individual
shareholders; domestic and foreign shareholders; State
and other shareholders)?
27 D Does the annual report disclose the independence of | Circular 155

directors?

(Continued)
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Item CG Details Guiding References
Principles
28 D Does the annual report contain a statement confirming | Circular 155
the company’s full compliance with the code of
corporate governance; and where there is non—
compliance, identify and explain reasons for each such
issue?
29 D Does the annual report disclose remuneration, other Circular 155
benefits and expenses paid by the company to each
directors and members of the supervisory board (if
any)?
30 D Is the compensation of the CEO and other senior Decree 71, Article 31
managers (at least Chief Accountant) recorded in a
seperate item with details of salary and allowance for
each person?
31 D Does the company release its annual reports timely as | Circular 155
required?
32 D Does the company release its bi-annual and annual Decree 71, Article 30
corporate governance reports on time as required? Circular 155
33 D Does the company website disclose up-to-date Circular 155
information (downloadable): Company charter and
corporate governance policy?
34 D Are biographical details (at least age, academic/ G20/0ECD (2015) Principle II
professional qualifications, date of first appointment, Q)
relevant experiences, and any other directorships of Circular 155
listed companies) of all directors sufficiently disclosed?
35 E Does the board of directors have at least 1/3 of the Decree 71, Article 13
total members of the board being independent
directors?
36 E Does the company have any director that Decree 71, Article 12
simultaneously holds board seats of more than 05
other companies?
37 E Does the company apply a good practice of having no | G20/OECD (2015)
director being a former CEO of the company in the past
2 years?
38 E The composition of the board of directors must ensure | Decree 71, Article 13
diversity of knowledge and experience in law, finance
and business fields that the company is operating in
39 E Does the company have a policy to ensure gender Decree 71, Article 13
diversity in the board of directors?
40 E Does the composition of the current board of directors | Decree 71, Article 13
ensure gender diversity?
41 E Does the company disclose the criteria used in selecting | G20/ OECD (2015) Principle II
new directors beyond statutory base aligned with the | (C)
company’s sustainable development strategy? Corporate Governance Code
2.1
42 E Does the company disclose the process of searching, G20/ OECD (2015) Principle 1I
selecting, nominating and selecting candidates to the | (C)
board of directors? Corporate Governance Code
2.1
43 E Do the directors attend training courses on corporate | Circular 155

governance?

(Continued)
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(Continued)

Item CG Details Guiding References
Principles
44 E Does the board of directors appoint at least one person | Circular 95
in charge of corporate governance/ corporate Article 32
secretary?
45 E Did the corporate secretary/ person in charge of G20/ OECD (2015) Principle 1I
corporate governance attend training courses in legal, | (C)
accountancy or other useful program for the good Corporate Governance Code
practice in their roles and responsibilities during the 2.3.4
year?
46 E Did the board of directors meet at least once a quarter, | Circular 95
and each director attend at least % of all board Article 30
meetings being held during the year?
47 E Did the non-executive directors of the company meet | G20/ OECD (2015) Principle 1I
separately at least once during the year without any (@]
executives present?
48 E Does report on activities of board of directors contain G20/ OECD (2015) Principle 1I
the board’s leadership role in the process of developing, | (C)
monitoring/ reviewing the company’s strategic Corporate Governance Code
implementation? 1.1.2
49 E Are assessment reports on activities of board of Decree 71, Article 16
directors in the year made by independent directors?
50 E Does report on activities of board of directors contain | Decree 71, Article 9
summary of the board meetings and resolutions made
by the board?
51 E Does report on activities of board of directors contain | Decree 71, Article 9
future plans?
52 E Does the board of directors conduct an annual Circular 155
performance assessment of the CEO/ Managing director
and board of management?
53 E Are the Chairman of the Board and the CEO separate | G20/ OECD (2015) Principle VI
persons? Corporate Governance Code
3.5.1
54 E Is a chairman an independent director? G20/ OECD (2015) Principle VI
Corporate Governance Code
3.5.1
55 E Does the company have following committees: G20/ OECD (2015) Principle VI
Nomination committee and Remuneration Committee? | (E)
Corporate Governance Code
4.3
56 E Are the chairman of two committees under the BOD G20/ OECD (2015) Principle VI
(Nomination Committee, Remuneration Committee) (E)
independent directors?
57 E Does head of the supervisory board/ chairman of the Decree 71, Article 20
audit committee have accounting, auditing, financial
expertise or experience?
58 E Is the head of the supervisory board/ chairman of the | G20/ OECD (2015) Principle VI
audit committee an independent director? Corporate Governance Code
4.1.1
59 E Does the company have a separate internal audit G20/ OECD (2015) Principle VI

function?

Corporate Governance Code
7.2

(Continued)
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Item CG Details Guiding References
Principles

60 E Is there any evidence that the supervisory board or Decree 71, Article 10
audit committee evaluates the collaboration between
the supervisory board or audit committee with the
board of directors and the board of management?

61 E Is there evidence that the supervisory board or audit Decree 71, Article 10
committee conducts an assessment of an external
auditing firm and financial statements?

62 E Did the supervisory board of audit committee meet at | Decree 71, Article 23
least 2 times during the year and is the meeting
attendance of each member disclosed?

63 E Did the board of directors assess and disclose the risk | G20/ OECD (2015) Principle II
control response, and ensure compliance with the law | (C)
during the year? Does the assessment statement Corporate Governance Code
correspond to the relevant evidence? 1.1

64 E Does the company disclose the key risks to which the | G20/ OECD (2015) Principle 1I
company is materially exposed to (i.e. financial, (@]
accounting, internal control, operational including IT, Corporate Governance Code
environmental, social, economic)? 1.1.5

65 E Does the company make publicly available by the next | G20/ OECD (2015) Principle II
working day the result of the votes taken during the ©
most recent general meeting of shareholders for all Corporate Governance Code
resolutions in English? 9.4.3

66 E Does the company have policies for minority Corporate Governance Code
shareholders/ a group of minority shareholders (owing | 2.1.6
less than 5% of the total voting shares) to be provided
with the opportunity to propose nominees for the board
of directors?

67 E Does the company prepare and disclose an G20/ OECD (2015) Principle IV
internationally recognized Sustainable Development (A)
Report (i.e. Integrated Reporting)?

68 E Is there evidence that the service contracts that the G20/ OECD (2015) Principle V
external auditors offers to the company still maintain (A)
the independence of the external auditor (through Corporate Governance Code
evaluation of the supervisory board/ audit committee, | 7.6.3
through statements, or through relative fees of audit
services compared to non audit services)?

69 E Does the board of directors conduct a self-assessment | Corporate Governance Code
on what the company has been, and is preparing to
apply the Vietnam Corporate Governance Code of Best
Practices (CG Code), and when the company is not
ready to apply, does the board explain?

70 A Is the list of audit firms seeking appointment/ LOE, Article 139, Clause 1
reappointment clearly identified in general meeting?

71 A Is there a lack of evidence that the general meeting of | LOE, Article 158, Clause 2
shareholders has approved remuneration, expenses LOE, Article 167
and benefits paid by the company to the board of
directors and the supervisory board (if any)?

72 A Is there a lack of evidence that the company makes Circular 155

publicly available by the next working day the result of
the votes taken during the most recent general
meeting of shareholders for all resolutions?

(Continued)
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Item CcG Details Guiding References
Principles

73 B Was there any conviction of insider trading involving G20/ OECD (2015) Principle II
directors, management and employees from the (@]
beginning of the financial year to date? Corporate Governance Code

1.2.8

74 B Was there any case of non compliance with the laws, | G20/ OECD (2015) Principle II
rules and regulations pertaining to material related (@]
party transactions from the beginning of the financial | Corporate Governance Code
year to date? 9.5

75 D Was the company reminded and/ or did it face any Decree 71, Article 28
sanctions by the Stock Exchange/ State Securities
Commissions (SCC) for violations related to information
disclosure or other obligations of listed companies?

76 D Did the company reissue its audited financial G20/ OECD (2015) Principle 1I
statements in the past year for reasons other than (@]
changes in accounting policies?

77 D Was there any violation of insiders pertaining to Circular 155
information disclosure on trading in the company’s
shares?

78 D Was there a lack of evidence that the company has Decree 71
disclosed attendance details of each director in all
board meeting held during the year?

79 E Is any of the members of the supervisory board/ audit | Decree 71/ Article 20
committee working in the accounting/ financial
departments of the company?

80 E Is the company’s President/ General Director a female
member

81 E The number of female members in the Board of
Directors
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Appendix 2 Items—total statistics

Question Scale mean if | Scale variance if | Corrected item- Cronbach’s
item deleted Item deleted total correlation Alpha if item
deleted
Q1 193.9059 722.089 934 .740
Q2 194.1391 745.116 935 711
Q3 194.1703 739.762 973 512
Q4 194.0531 780.241 .896 .640
Q5 193.7017 793.970 .873 729
Q6 194.2784 762.131 .900 424
Q7 194.4344 759.474 823 .608
Q8 194.2622 758.751 .832 .525
Q9 193.7108 762.158 .804 469
Q10 193.8719 764.266 956 405
Q11 193.6649 758.231 919 .582
Q12 194.7027 751.104 .886 .595
Q13 194.0541 766.053 .879 430
Q14 194.4324 752.086 .880 612
Q15 194.2432 723.997 816 .690
Q16 194.1892 740.129 910 .559
Q17 193.8378 783.612 .763 4L4l4
Q18 193.8919 713.820 787 .503
Q19 194.5405 744.078 .945 674
Q20 194.5946 757.526 .897 .605
Q21 194.1081 762.821 966 .380
Q22 193.8378 741.417 .760 732
Q23 194.2973 752.715 .809 .587
Q24 194.4054 765.970 .960 373
Q25 194.0541 759.886 .873 .559
Q26 194.1081 749.932 784 T4k
Q27 194.1239 746.270 .756 718
Q28 194.6628 751.640 .877 515
Q29 194.5709 751.174 713 745
Q30 194.8442 751.326 .770 .690
Q31 194.3070 748.520 .706 .605
Q32 194.7838 750.230 842 544
Q33 194.2432 755.134 720 T14
Q34 194.2162 763.452 .966 410
(Continued)

Page 27 of 31



Ha, Cogent Business & Management (2022), 9: 2119827
https://doi.org/10.1080/23311975.2022.2119827

- cogent--business & management

(Continued)

Question Scale mean if | Scale variance if | Corrected item- Cronbach’s
item deleted Item deleted total correlation Alpha if item
deleted
Q35 194.2973 749.659 .705 728
Q36 194.6486 757.456 921 .537
Q37 194.4324 755.641 .965 474
Q38 194.8649 751.120 .906 492
Q39 194.2973 759.881 .815 613
Q40 194.3514 753.401 .833 611
Q41 194.3243 754.892 847 633
Q42 194.1622 745.640 .705 733
Q43 194.7091 758.526 874 543
Q44 194.5236 763.659 909 429
Q45 194.4031 759.300 922 543
Q46 194.2876 782.101 711 .510
Q47 194.5037 750.221 634 542
Q48 194.9822 742.910 791 .562
Q49 194.5405 733.856 .803 .619
Q50 194.4595 748.644 .765 .709
Q51 194.1351 750.176 .810 .625
Q52 194.2703 742.592 .796 47
Q53 194.4324 748.641 .848 .602
Q54 194.0541 752.886 917 572
Q55 194.3320 742.690 .813 .660
Q56 194.1689 753.757 .980 541
Q57 194.2760 758.781 .965 .519
Q58 194.2455 758.977 903 .557
Q59 194.7802 752.422 849 .688
Q60 194.3522 760.125 864 469
Q61 194.8744 731.142 .870 .633
Q62 194.6157 746.672 .852 721
Q63 194.8340 769.005 .829 .605
Q64 194.2497 754.997 .805 .526
Q65 194.4112 768.842 .816 379
Q66 194.5276 752.869 877 .633
Q67 194.9800 755.497 .890 .559
Q68 194.7128 765.548 904 .523
Q69 194.6451 743.825 955 712
Q70 194.8748 719.956 980 .640
(Continued)
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Question Scale mean if | Scale variance if | Corrected item- Cronbach’s
item deleted Item deleted total correlation Alpha if item
deleted
Q71 194.4054 717.239 813 591
Q72 194.7027 720.421 .829 621
Q73 194.2432 746.967 793 738
Q74 194.5135 741.824 787 732
Q75 194.3243 752.862 894 .640
Q76 194.4595 756.099 .862 617
Q77 194.2973 751.422 905 .538
Q78 194.8378 762.551 947 .688
Q79 194.2162 749.326 919 734
Q80 194.2973 730.881 953 751
Q81 194.3784 741.289 927 .607
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Appendix 3 REM model analysis

Variable Coefficient | Std. error z P> [z] [95% Conf. Interval]
ACI 0.120 0.179 -0.67 0.503 -0.437 0.236
ACGD 0.411 0.056 7.34 v 0.000 0.301 0.521
ACFE 0.295 0.235 -1.25 0.210 -0.757 0.166
COMSIZE 0.000 0.004 -0.12 0.917 -0.008 0.007
FACM -1.014 0.714 -1.42 0.156 -2.144 0.384
SIZE 0.079 0.058 1.36 v 0.147 -0.003 0.019
LEV -0.160 1.121 -1.32 0.268 -0.397 0.077
ROA -0.363 0.378 0.12 0.002 -1.265 -0.460
o (Constant) -1.173 2.23 -3.23 » 0.101 0.001 0.186

No of observations 210
Prob > chi2 = 0.0000

Appendix 4 FEM model analysis

Variable Coefficient | Std. error t P > [t] [95% Conf. Interval]
ACI -0.571 0.250 -0.23 0.822 -0.582 0.462
ACGD -0.991 0.298 -3.32 0.004 -1.619 -0.364
ACFE 0.000 0.000 0.63 0.610 -0.002 0.000
COMSIZE -0.001 0.433 -0.04 0.968 -0.978 0.892
FACM -0.006 0.006 -1.00 v 0.331 -0.019 0.007
SIZE 0.061 0.087 0.69 0.208 -0.123 0.243
LEV -0.160 0.239 0.78 0.479 -0.334 0.102
ROA -0.203 0.184 0.59 0.314 -0.891 0.705
o (Constant) 1.801 1.503 1.20 v 0.228 -1.326 4.960

No of observations 210
Prob > chi2 = 0.0000
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