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Abstract 

This study examines the current state of financial reporting disclosure practices by 60 non-profit 

organisations that have registered under the Companies Commission of Malaysia (CCM). Subsequently, this 

study examined the factors influencing the non-profit organisations on their level of financial reporting 

disclosure. The results show that all non-profit organisations that submitted their annual reports for financial 

year ended 2010 prepared the Statement of Income and Expenditure, Balance Sheet and Cash Flow 

Statement although the level of financial reporting disclosure differs. The results also show that total 

revenues and total assets influencing the level of disclosure. Non-profits organization with high total assets 

and total revenue tends to disclosed more details items in the Income and Expenditure and Balance Sheet 

Account. This study provides initial understanding of the state of financial reporting practices that reflects 

the transparency and accountability practices among non-profit organisations in Malaysia.  
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1  Introduction 

Non profit organizations (NPOs) play a significant function in the world economy and social system in areas 

ranging from education, healthcare, disaster relief, social work and overall improvement of human condition 

(Salamon, 1999, Williams, 1998; Brody, 2001 and Conolly, 2000). They have to exercise accountability at its 

highest in managing their day-today basis (Gray et al., 2006; Torres and Pina, 2003). If the private entities 

have to be accountable towards their shareholders, the NPOs also have to be accountable towards the public 

indirectly (Kilby, 2006). Sexton et al., (2011) argued that the use of internet based technology reporting 

could enhance the accountability and transparency of NPOs. Another group of studies focused on the use of 

financial reporting as a medium of to monitor the performance in terms of their efficiency and effectiveness 

in using public resources (Mohd Nasir, 2009; Bekkers, 2002; Cordery and Baskerville-Morley, 2005) 

 

Generally NPOs survivals depend highly on donation from government, businesses, corporations, 

foundations, institutions, individuals, fees and lending (Corbett, 2006; Leather,  2011). As such, NPOs have 

to be accountable with all the funds they have obtained from diverse sources (Mohd Nasir, 2009). They also 

have to ensure they have executed quality programmes not to gain profit for themselves, but to channel those 

profit for the benefit of others (Kilby, 2006; Fowler 1996; Leen 2006; Najam 1996; Dillon 2004). Public 

must have want to know how the charity fundraising organizations spend their fund, money and resources 

obtained (Jos van Iwaarden and Ton van der Wiele, Roger Williams, Claire Moxham, 2009). Studies in 

NPOs argued that the transparency and accountability would only be achieved if NPO are serious in 

submitting their annual reports and consistent with its format and structure (Mohd Nasir, 2009). 
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NPO enjoys a special benefit as the public has bestowed a special trust and donors who do not expect any 

personal returns (Keating, 2001).  Hence it is important that NPOs develop a strategy to dessiminate the 

accomplishment of its social mission via financial reporting disclosure. In Malaysia, donors have been 

insistent about where their money is going, especially when the donors from the corporations are expected to 

adopt cost cutting measures due to economic uncertainties (Bernama, 11 Dec 2011). Such transparency and 

accountability could be materialised with the disclosure of financial reporting. Furthermore, since the 

infamous Sept 11, interest on NPO has been increased due to its possible linkage to money laundering and 

terrorist funding. Therefore, the first objective of the study is to examine the financial reporting disclosure of 

non-profit organisations registered under CCM to identify the types of accounts prepared.  

In most cases, non-profit organisations tend to become transparent and provide opportunities to the public to 

get access to its financial statements if it has more debt, has a larger contribution ratio, is a larger 

organisation and has a higher compensation ratio. On the other hand, non-profit organisations with lobbying 

expenses are less likely to disseminate its audited financial statements (Behn et al., 2007).  Such situation 

however, does not allow transparency and inconsistent to Tengku Datuk Dr Mohd Azman Shariffadeen‟s 

notation that “management must be transformed and the whole process in an organisation has to be re-

engineered” (Kasim and Sani, 1997).  Hence the second objective of this study is to examine factors that may 

influence the non-profit organisations in becoming more transparent and accountable to the public by 

providing higher level of financial reporting disclosure. Three variables are chosen in this study, namely, 

total revenues, total expenses and total assets. These variables are expected to be important influencing 

factors to non-profit organisations to disclose more items in the balance sheet and income and expenditure 

account. 

 

 

2  Non Profit Organizations in Malaysia 

In Malaysia, NPOs can be registered either Companies Commission of Malaysia (CCM) or Registrar of 

Society (ROS) within the Ministry of Home Affairs, and are held accountable by the Societies Act of 1966. 

These departments administer and record all the details of NPOs. This registrar has classified those NPOs 

under different types of NPOs which is according thirteen categories which are religious, welfare, social and 

recreation, women, culture, mutual benefit societies, trade associations, sports, youth, education, political, 

employment associations and general. Although activities of NPOs are different from that of the trading 

organisations, they may conduct activities for profit and organize fund raising project to increase their fund. 

 

In general, Malaysian non-profit organisations produced their annual reports mainly as a means to report 

annually to the ROS and all interested groups such as the stakeholders, donors and researchers on their 

activities and particularly on their financial situations. The non-profit organisations are required by law to 

submit a set of annual report after the annual report has been approved at the Annual General Meeting to 

ROS. In the case where no Annual General Meeting is being held, within 60 days after the end of each 

calendar year, a copy of the report supplied by the parent society must be signed by two principal office-

bearers of the society need to be submitted to ROS. If involving a branch of a society, the submissions forms 

must be countersigned by a principal office-bearer of the parent society. ROS, on the other hand, through its 

Enforcement and Prosecution Unit carry out investigations in relation to malpractices and offences 

committed by the non-profit organisation or its office bearers and institute proceedings to charge such cases 

in court. The unit also carries out surprise checks on the non-profit organisations and investigates complaints 

that are made through official channels. However, these are seldom practiced especially in relation to 

accounting and reporting practices. 
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3 Literature Review and Hypotheses Development 

Studies in the financial reporting literature have examined the effect of revenue on firm‟s decision to disclose 

voluntary reporting voluntarily (such as Lymer and Tallberg, 1997; Marston and Leow, 1998). These studies 

that examine the factors influencing private firms to disseminate financial information voluntarily have 

argued that managers are more forthcoming with information when the firm is performing well than when it 

is performing poorly (Lang and Lundholm, 1993).  However, whether this factor could influence NPOs to 

have such practice in voluntary disclosure financial disclosure has yet to be thoroughly examined.  

 

Laswad et al. (2005) have examined whether social obligation could influence public sector to practice 

digital reporting. They used the amount of expenditure spent for development as proxy to reflect the level of 

social obligation by the local authorities. Their study was conducted in a developed country, New Zealand. It 

would be interesting to examine the link between social expenditure often measured by total expenses does 

influence the non-profit organisations willingness to disclosure financial reporting voluntarily in Malaysian 

context.  

 

A body of the financial reporting literature has also examined the link between size of a firm and their level 

of financial reporting disclosure (such as Lymer and Tallberg, 1997; Craven and Marston, 1999). The results 

of these studies show that firm‟s size does influence a firm to practice voluntary financial reporting 

disclosure. Larger firms with greater shareholder dispersal were found to be likely to disclose more financial 

information (Marston and Leow, 1998; Laswad et al., 2005). These studies have often used total assets as a 

proxy to size.  It is likely that similar results would appear in the non-profit organisation sector. 

 

In the non-profit literature, although very limited, the link between the factors influencing financial reporting 

voluntarily and non-profit organisations has been examined. The results of these studies provided some 

supporting evidence to the financial reporting literature on the factors influencing financial reporting 

disclosure. Behn et al. (2007) is among the first to examine as to why some non-profit organisations are 

willing to voluntarily provide their audited financial statements for review and others are not. Their study 

provides some descriptive evidence and insights on the nature of voluntary financial disclosure among non-

profit organisation. Using 300 largest nonprofits in USA, as of 2001, they examined whether there are factors 

associated with their level of financial reporting disclosure. Their results show that a non-profit 

organisation is more likely to allow us access to its audited financial statements if it has more debt, has a 

larger contribution ratio, is a larger organisation and has a higher compensation expense ratio. In contrast, it 

appears that a non-profit with lobbying expenses is less likely to disseminate its audited financial statements. 

 

A recent study by Saxton et al. (2011) provides further understanding on the factors influencing voluntary 

financial disclosure. Using data gathered on the population of not-for-profit medical institutions in Taiwan 

during a period where the government encouraged but did not require disclosure on a centralised website. 

Their results show that voluntary disclosure is more likely in organisations that are smaller, have lower 

debt/asset ratios, and are run by larger boards with more inside members.  

 

Studies on financial reporting in charity organisations were examined in various country setting. These 

include Netherlands (Bekkers, 2002), USA (Harper and Harper, 1988), UK (Alvey,1995), New Zealand 

(Cordery and Baskerville-Morley, 2005) and Dellaportas et al. (2008) among others. In general, these studies 

show that there is a growing phenomenon in financial reporting and the law regulating the charity 

organisations although the level of practices varies among countries. Previous studies have shown that there 
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is a critical need to reform financial reporting practices of the charity bodies in developed countries (Falk, 

1992; Miller, 1997; Connolly and Hyndman, 2000). 

 

Arguably, such need should also apply to developing countries such as Malaysia. This is because clear and 

transparent financial reports would provide potential donors with a clearer view of the objectives of the 

charity organization and enhance its credibility in the eyes of the public. Of consequence, would increase the 

likelihood of the public donating higher amounts of money to them. However, study on financial reporting 

among the charity organisations in Malaysia is under-researched. 

 

Due to higher agency costs, larger firms have higher information asymmetry between managers and 

shareholders. They tend to disclose more information compared to smaller firms in order to reduce these 

costs (Debreceny and Gray, 2001). Khalid Alsaeed, (2006) assessed the level of disclosure of 56 percent of 

the total firms incorporated in Saudi Arabia. The result revealed that firm size was positively associated with 

the level of disclosure. Vanessa Magness, (2006) discovered that companies that maintain themselves in the 

public eye disclosed more information than other companies. The author also found that companies that 

obtained external financing made more disclosure than other companies. Vanstraelen et al.,(2003) examined 

factors contribute to non-financial disclosures of firm in  Belgium, Germany and the Netherlands. The 

finding provides support that firm size is positively and significantly related to the level of nonfinancial 

disclosures. Christensen (2003) discovered a positive association between size and financial reporting 

disclosure of museum. Accordingly this study proposed that NPO engages in more social activities measured 

in terms of revenue collection, total expenditure and total assets tend to provide extensive and more 

informative disclosure than those with less social activities. The hypotheses are: 

 

H1a: There is a positive association between total revenue and the level of balance sheet disclosure. 

 

H1b: There is a positive association between total revenue and the level of income and expenditure 

disclosure 

 

H2a: There is a positive association between total expenses and the level of balance sheet disclosure. 

 

H2b: There is a positive association between total expenses and the level of income and expenditure 

disclosure. 

 

H3a: There is a positive association between total assets and the level of balance sheet disclosure. 

 

H3b: There is a positive association between total assets and the level of income and expenditure disclosure 
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Figure 1. Research Framework 

 

4 Research Design 

Charity organisations in Malaysia are chosen as the sample study. The sample is drawn from charity 

organisations that are listed in the Registrar of CCM. Upon obtaining the list of charity organisations, a 

search for their addresses and phone numbers were made via the internet or through telephone. A letter was 

then issued to each of the charity organisation requesting a copy of the annual reports. However, through 

letters or telephone, the representative of these charity organisations explained why they could not send the 

researchers a copy of their annual reports. The 60 charity organisations later become the final sample. 

 

This study adapts Miller‟s (1997) seven variables related to financial reporting in charity organisations. 

These variables are related to primary accounting statements such as audited accounts, range of audit fees, 

Statement of Receipts and Payments, Statement of Cash Flow, Balance Sheet, and disclosure of accounting 

policies.Content analysis was used to review the annual reports to identify the types of accounts prepared or 

types of financial statements included in the reports and the types of financial information disclosed. 

Financial information, in this context, refers to any information relating to financial reports, financial 

highlights, and annual monetary plans. Descriptive statistics (percentage and frequency) were used to explore 

the current state of financial reporting. 

 

5 Results and Discussion  

5.1  Descriptive Findings 

The objectives of this research are to examine the extent of financial information disclose by NPOs in 

Malaysia. The study adapts Miller‟s (1997) variables related to financial reporting in charity organizations 

namely audited accounts, range of audit fees, statement of receipts and payments, statement of cash flow, 

balance sheet, and disclosure of accounting policies. Table 1 provides the descriptive statistics of the 

financial reporting among the non-profit organisations. Table 1 shows that all annual reports of the non-profit 

organisations are audited by external auditor. The results show that out of the 60 annual reports of non-profit 

organisations examined, 5 have been audited by the „Big four‟ auditing firms (such as KPMG and Ernst and 

Young) and the remaining 55 non-profit organisations were audited by local audit firms. This finding is 

similar to Miller (1997) where he found 35 per cent of the 91 charity organisations in Hong Kong were 

audited by the big six accounting firm while 55 per cent were audited by other local accounting firms and the 
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balance did not indicate that an audit was conducted. In terms of audit fees charge, the amount range from nil 

(free of charge to maximum of RM6,500). 

 

Table 1: Types of auditor 

 No NPO Audit Fees (RM) 

Big Four 5 1,500 - 6000 

Local audit firms 55 0 -6,500 

Total 60  

 

The results also show that the big four audit firms charged between RM1,500 to RM6,000.  Further 

investigation with the audit firms discovered that the fees charge by the auditor is based on the provision 

provided by MIA by law. Based on the MIA schedule, there are three basis of calculating fees. That is based 

on i. Revenue; ii. total assets or iii. operating expenses whichever is higher and the amount will be times with 

a percentage that is set by the firm. Other factors affecting the audit fees according to KPMG are fare 

reflection of work done, location of clients and the completeness/state of audit documents/evident. Some of 

the annual reports analyzed did not disclose the amount of audit fees. There are two possibilities for such 

practice, first the audit firm does not charge fees on the basis of Corporate Social Responsibilities or the audit 

fees is included and classified as „administrative expenses‟ in the statement of receipts and payments. 

 

Table 2 exhibits types of accounts prepared by non-profit organisations. All non-profit organisations in 

Malaysia are required by law to submit their annual reports including the statement of receipts and payments, 

balance sheet and cash flow statement for the financial year to the CCM. As shown in Table 2, all (100 per 

cent) of the sample included in this study prepared Statement of Receipts and Payments, Balance Sheet and 

Cash Flow Statement  in their financial statements. However, not only 80% prepared statement of changes in 

accumulated fund.  

 

All annual reports examined in this study attached notes to the account in their annual reports that include 

disclosure of accounting policies. This practice facilitates a comparison of performance among the non-profit 

organisation. It is hoped that these charity organisations will continue to disclosing their accounting policies 

used in their operations in promoting better compliance and enhancing comparability of their financial 

statements and performance. The finding of this study shows an improvement compared to the findings of 

Miller (1997) who found about 25 per cent of his 91 sample of annual statements did not provide disclosures 

on accounting policies and  Mohd Nasir, et al.,  (2009) that discovered  94% of the sample charity 

organisations disclosed their accounting policies in their annual reports. 

 

The cash flow statement records the amounts of cash and cash equivalents flowing in and out of the non-

profit organisation. It allows the reader of the statement to understand how an organisation‟s operation is 

financed where the money comes from and how it is being spent. Finding in Table 2 shows that all non profit 

organization participated in this study prepared cash flow statement. Williams and Palmer (1998) carried out 

a survey of 83 U.K non-profit organisation found that all large non-profit organisations included a cash flow 

statement but less than 50% of the medium/smaller non-profit organisations prepared this statement. Mohd 

Nasir et al., (2009) discovered only  59% of the sample in their study prepared Cash Flow in their annual 

reports eventhough this statement is not a requirement of the Registrar of Society. This is contradictory to 

APG reports that suggest non-profit organisation to disclose detailed of fund received and spent, despite they 

prepared the cash flow statement, the details of expenses was not available. 
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Table 2: Types of accounts  

 N Per cent 

Balance sheets 60 100 

Income statements 60 100 

Statement of changes in Equity 48 80 

Cash Flow 60 100 

Notes to the accounts  60 100 

 

Table 3 shows whether the non-profit organisations disclosed the boards of trustee in the annual report as 

recommended in the APG report to enhance accountability of non- profit organisations. The finding revealed 

that about half (50%) do not disclosed the name list of trustee/s. Those non-profit organisations that disclosed 

the name of trustees generally listed between 4 to10 trustees to the organisation. 

 

Table 3: Disclosure of Boards of Trustee and Principle Objectives 

 NPO(N) % No of trustee 

Board of Trustee 

      Disclosed  

      Not disclosed 

 

30 

30 

 

50 

50 

 

Range from 4 to 10 names as 

trustee 

Principle Objectives 

      Disclosed  

      Not disclosed  

 

60 

0 

 

100 

0 

 

 

 

The results in Table 3 also show that all the 60 non-profit organisations disclosed the principle objectives of 

their formation. Among the objectives are to provide study loan, provide welfare to public, promote interest 

in motor sport, provide fund for education, provide food, shelter and clothing to needy, provide counselling 

in time of crises, provide welfare to kidney patient etc. The principle objectives of these non- profit 

organisation is in line with the Financial Action Task Force (FATF) argument that non-profit organisation 

was formed for the purposes, or for the carrying out of other types of “good works”. As such it is important 

for Malaysian regulators to ensure that any measures taken to mitigate misuse of non-profit organisations by 

terrorist should not discouraged or disrupted legitimate non-profit organisations in charitable giving to 

innocent beneficiaries. 

 

From panel A, Table 4, only 5 out of 60 (9%) of non-profit organisations examined eligible for tax 

exemption status under Income Tax Act. The balance of 91 per cent are tax-paying foundation. Panel B, 

Table 5.6 shows that the minimum tax paying non-profit organisations paid is RM218 while maximum is 

RM34,089. The balance (23 out of 55) do not pay tax due to deficit for the year. 
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    Table 4: Tax paying and tax exemption status 

Panel A  

Tax Status  N Per cent 

Exemption  5 9% 

Non exemption  55 91% 

Panel B 

Tax Paying Status N Min Max 

Tax paying  22 RM218 RM34,089 

Non tax paying 23  

Total 55  

 

Table 5 disclosed the number of non-profit organisations that disclosed surplus/deficit for the financial year 

ended in 2010. The number of Non-profit organisations that disclosed surplus is (52%); almost similar with 

the number of Non-profit organisations that disclosed deficit (48%). The maximum surplus shown is RM30, 

541,600 whereas the minimum surplus is RM707. In terms of deficit, the maximum deficit is RM658,427 

and one of the non-profit organisations disclosed deficit of RM500. This amount is used to pay audit fees of 

RM500 and there no income generated and no expenses incurred apart from the audit fees for this particular 

non-profit organisation. 

 

Table 5: Income and Expenditure Statement  

 % Min Max 

Non-profit organisations 

disclosed surplus 

52% RM707 RM30,541,600 

Non-profit organisations 

disclosed deficit 

48% (RM500) (RM658,427) 

 

In terms of expenses disclosed in income and expenditure account, the analysis discovers that there is 

inconsistent reporting format. Some non-profit organisations disclosed details items of expenses such as 

details of administrative expenses, operating expenses, charitable expenses, donation and financial expenses. 

Other non-profit organisations tend to provide very general type of expenses such as administrative expenses 

and lump all expenses amount into it.  The finding provide suggestion to non-profit organisations to provide 

details of expenses in line with APG report in 2007 that has reported the requirement for Malaysian non-

profit organisations to provide the details of inflows and outflows to enhance transparency and accountability 

and subsequently minimize the possibility of non-profit organisations being used as a medium of financial 

terrorism. 

 

In relation to revenue disclosed in the income and expenditure account, similar finding was discovered. Some 

non-profit organisations tend to disclosed detail of revenue such as income from fees, donation received from 

approved institution, income from fund raising activities etc. However, most of the annual reports do not 

disclosed details revenue. Instead, all revenue received was lump into a single heading of income. Again, this 

is contradicting with the recommendation put forward by APG report of 2007. This inconsistent level of 

disclosure among the non-profits organization mainly due to non-existence of best practices or framework 

that can be used as guidelines in preparing income and expenditure account. However, this finding consistent 
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with an Australian study, Kilcullen et al. (2007) found that presentation of income and expenses is a major 

issue faced by the charity organisations which is attributed to their lack of adequate guidance. 

 

5.2  Factors Influencing Financial Reporting Disclosure among Non-profit Organisations 

 

The second objective of this study is to examine factors that influence the extent of disclosure by non-profit 

organisations. This section presents the results of the six hypotheses developed in this study. The Binary 

Logistic Regression analysis was used to test the hypotheses. The purpose of this analysis is to determine 

whether total revenue, total expenses and total assets of non-profit organisations influence the level of 

disclosure in the balance sheet and income and expenditure account.  In this study the level of disclosure is 

categorized into two categories; details and general disclosure of revenue and expenses items in income and 

expenditure account and non-current and currents assets items in the balance sheet. 

 

5.2.1 Total Revenue 

Hypothesis 1a suggests that there is a positive association between total revenue and the extent of Balance 

sheet disclosure. Panel A, Table 6 presents the results. The results show that total revenue do influence the 

level of balance sheet disclosure among non-profit organisations in this study (p-value = 0.043). This 

indicates that there is sufficient evidence to support the hypothesis that total revenue influences the level of 

disclosure. Therefore, hypothesis 1a is accepted. The result suggests that non-profit organisations that have 

high level of income tend to disclose details balance sheet items.  

 

Hypothesis 1b proposed that there is a positive association between total revenue and the extent of income 

and expenditure account. The result shows in Panel B, Table 6 revealed that total revenue influence the level 

of disclosure of items in Income and expenditure account (p-value = 0.004). This finding is consistent to the 

studies in the financial reporting literature such as Lang and Lundhilm (1993) and Laswad et al. (2005). 

Hence, H1b is accepted.  

 

Such findings indicate that non-profit organisations with high income tends to disclose details items of 

revenue such as revenue from membership fees, donation from government institution, contribution received 

from private institution, interest received from fixed deposit, income generated from fund raising activities 

etc in their income and expenditure account. In terms of expenditure items, non-profit organisations with 

high revenue tends to disclosed details expenditure such as details items of administrative expenses, 

compensation of officers, directors, and trustees; other salaries and wages; occupancy (rent, utilities); 

professional fees; fundraising expenses contributions, gifts, grants, paid out. 

 

 5.2.2 Total Expenses 

H2a is to test whether there is a positive association between total expenses and level of disclosure in 

Balance sheet whereas H2b proposed that there is a positive association between total expenses and level of 

disclosure in Income and expenditure account. Panel A of Table 7 presents the results on whether total 

expenses of the non-profit organisations influence the level of disclosure in Balance sheet. The results show a 

p-value of 0.383 indicating that there is no relationship between total expenses and level of disclosure. Total 

expenses comprised of items such as account payable, contributions, gifts, grants, etc. payable, mortgages 

payable, other liabilities. The finding reveals that non-profit organisations with high expenses do not 

necessarily disclosed details balance sheet items. Hence, H2a should be rejected. 
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H2b suggested that is a positive association between total expenses and level of disclosure in Income and 

expenditure account. Panel B Table 7 presents the results on whether total expenses of the Non-profit 

organisations influences the level of disclosure in income and expenditure account. The results show a p-

value of 0.108 indicating that there is a no association between total expenses and level of disclosure. Hence, 

H2b should be rejected. Non-profit organisations with high expenses do not necessarily disclosed details 

Income and expenditure account.  

 

5.2.3 Total Assets 

Panel A, Table 8 presents the results of testing hypothesis 3a and hypothesis 3b. Hypothesis 3a is to test 

whether there is a positive association between total assets and level of disclosure in the balance sheet. Total 

asset comprised of total of non-current and currents asset items. The results show that there is a positive 

association between total asset and level of items disclosed in the balance sheet.  Therefore, hypothesis 3a is 

accepted (p = 0.002.). This finding consistent to previous literature such as by Behn et al. (2007) that non-

profit organisations with high total assets tend to disclose more items in the balance sheet such as cash in 

hand, cash at bank, accounts receivable, inventories, loans receivable,  land, building, machinery, investment 

and other asset. 

 

Panel B Table 8 exhibits the results of hypothesis 3b. Hypothesis 3b is to test whether there is a positive 

association between total assets and level of disclosure in the income and expenditure. The results show that 

there is no association between total asset and level of items disclosed in the income and expenditure account 

(p=0.257).  Therefore, hypothesis 3b is consistent to previous studies such as by Saxton et al. (2011) that 

discovered negative relation between level of expenditure and level of financial disclosure. However, such 

result is consistent to previous studies such as by Behn et al. (2007). 

 

Table 6 Total revenue to financial reporting disclosure 

 

Panel A: Total revenue on balance sheet disclosure 

  B S.E. Wald df Sig. Exp(B) 

Step 

1(a) 

Revenue 0.000 0.000 1.387 1 0.239 1.000 

 Constant -0.803 0.398 4.076 1 0.043 0.448 

Panel B: Total revenue on income and expenditure disclosure 

  B S.E. Wald df Sig. Exp(B) 

Step 

1(a) 

Revenue 0.000 0.000 6.578 1 0.010 1.000 

 Constant -1.585 0.553 8.227 1 0.004 0.205 
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Table 7: Total expenses on level of financial reporting disclosure 

 

Panel A: Total expenses on balance sheet disclosure 

  B S.E. Wald df Sig. Exp(B) 

Step 1(a) Expenses 0.000 0.000 0.760 1 0.383 1.000 

 Constant -0.724 0.394 3.385 1 0.066 0.485 

Panel B 

Total expenses  on income and expenditure disclosure 

  B S.E. Wald df Sig. Exp(B) 

Step 1(a) Expenses 0.000 0.000 2.589 1 0.108 1.000 

 Constant -0.791 0.414 3.648 1 0.056 0.453 

 

Table 8: Total assets on level of financial reporting disclosure 

 

Panel A: Total Assets on Balance Sheet Disclosure 

  B S.E. Wald df Sig. Exp(B) 

        

Step 1(a) Total assets 0.000 0.000 5.221 1 0.022 1.000 

 Constant -1.653 0.532 9.655 1 0.002 0.191 

Panel B: Total Assets on Income and Expenditure Disclosure 

  B S.E. Wald df Sig. Exp(B) 

        

Step 1(a) Total assets 0.000 0.000 1.303 1 0.254 1.000 

 Constant -0.548 0.361 2.300 1 0.129 0.578 

 

In sum, this study discovers that the amount of revenue strongly related to level of items disclosed in the 

income and expenditure account. Non-profit organisations with high revenue tend to show details items of 

the sources of revenue and its amount. Subsequently, there is highly likely for them to disclosed details items 

of expenses and its amount in the income and expenditure account. In contrast, non-profit organisations with 

high amount of total assets tend to disclosed more details items and its amount in the balance sheet account. 

Total expenses were found not to have influence on the level of disclosure both in balance sheet and income 

and expenditure account. 

 

5. Summary and Conclusion  

 

The first objective of this study is to examine the financial reporting disclosure practices of non-profit 

organisations. Specifically, this study examines the annual reports of non-profit organisations registered 

under CCM to identify the types of accounts prepared. The results show that all non-profit organisations in 

Malaysia are required by law to submit their annual reports including the statement of receipts and payments, 

balance sheet and cash flow statement for the financial year to the CCM. The results show that although all 

non-profit organisations do prepare Statement of receipts and payments, balance sheet and cash flow 

statement in their financial statements, 80 per cent prepared statement of changes in accumulated fund.  
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All annual reports examined in this study attached notes to the account in their annual reports that include 

disclosure of accounting policies. The findings of this study are similar to the patterns of reporting of charity 

organisations done by previous studies such as Miller (1997) and Williams and Palmer (1998) and Mohd 

Nasir et al (2009). Many similar issues were highlighted such as although many charity organisations 

disclosed their accounting policies, there is a lack of consistency in preparing the accounts and the financial 

statements. There is a great diversity in accounting and auditing fees, revenues, and expenditures. This led to 

difficulties in making comparisons due to different format and structures of the statements submitted 

 

The second objective is to determine the factors influencing the non-profit organisations on their financial 

reporting disclosure. Three variables were chosen namely, total revenues, total expenses and total assets. The 

results show that total assets and total revenue are important determinants to financial reporting disclosure 

practices of the non-profit organisations in Malaysia. The finding also discovers that total expenses do not 

have significant impact on the level of disclosure both in the balance sheet and income and expenditure 

account. 

 

This study is not without limitations. First, the findings in this study are based on one setting, namely 

Malaysia. Further, the findings of this study are based on 60 non-profit organisations which are registered 

under CCM. Therefore, the findings in this study may not be generalised to other settings. The results may be 

different if other setting pr a bigger sample is used. The findings in this study are based on the variables 

developed from Miller (1997) with some modifications. There are other types of instrument that could be 

adapted in the study. Using other type of instrument may be able to provide different conclusion. Further this 

study is based on three variables to determine the factors influencing financial reporting disclosure. There are 

also other variables that could be examined in future.  
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