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Objective: Risk disclosure quality is a key dimension of information
transparency that enhances the usefulness of financial reporting by aligning with
the qualitative characteristics of accounting information and supporting users’
decision-making needs. Given the importance of transparent risk reporting, this
study aims to develop a model of risk disclosure quality in annual reports based
on the qualitative characteristics of accounting information using a thematic
analysis approach.

Method: This qualitative study was conducted in 2026 using a three-stage
research design. First, an initial conceptual framework was developed through
a comprehensive review of the relevant literature. Second, data were collected
through in-depth semi-structured interviews with 29 university faculty
members and capital market experts selected using purposive snowball
sampling. Third, the interview data were analyzed using the Attride-Stirling
thematic analysis framework, which classifies themes into basic, organizing,
and global themes. Data collection continued until theoretical saturation was
achieved.

Results: The findings resulted in the identification of 40 concepts, which were
synthesized into 12 basic themes, four organizing themes—relevance,
reliability, comparability, and understandability of risk disclosure information—
and two global themes: content quality of risk disclosure and presentation quality
of risk disclosure. Together, these themes constitute the proposed conceptual
model of risk disclosure quality.

Conclusion: The proposed model provides a comprehensive framework for
improving the quality of risk disclosure in annual reports. By enhancing the
transparency, relevance, reliability, comparability, and understandability of risk
information, the model supports informed decision-making by stakeholders and
offers practical guidance for companies seeking to improve the quality and
transparency of their risk reporting practices.
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Introduction

Risk disclosure quality refers to the extent to which the information presented in a
company's annual report adequately describes the major risks facing the organization, the
corresponding risk management practices, and the expected economic consequences of those
risks for current and future performance. High-quality risk disclosure should possess the
fundamental and enhancing qualitative characteristics of accounting information, thereby
reducing uncertainty and improving the usefulness of financial reports for decision-making
(Marzouk, 2016 & Said Mokhtar & Mellett, 2013). Effective risk disclosure contributes to
stronger risk management, greater accountability, higher-quality financial reporting, enhanced
investor protection, and improved market stability (Zou, 2022).

High-quality risk disclosure also enables investors and other stakeholders to better evaluate
a firm's future prospects by identifying the economic drivers and risk factors that influence
performance (Ryan, 2012). Moreover, transparent disclosure can reduce firms' cost of capital
by alleviating information asymmetry between managers and external stakeholders (Linsley &
Shrives, 2006). Despite these benefits, previous studies have identified important shortcomings
in current disclosure practices. For example, Linsley and Shrives (2006) reported deficiencies
in quantitative risk reporting and coherent risk narratives in UK corporate reports. Similarly,
Dobler et al. (2011) found that managers tend to disclose more qualitative financial risk
information than quantitative or forward-looking risk information, limiting the usefulness of
such disclosures for investors.

Accordingly, risk disclosure quality extends beyond the volume of information disclosed. It
encompasses the extent to which risk information is relevant, reliable, understandable,
comparable, and timely, enabling users to make well-informed economic decisions. Given the
growing importance of transparent risk reporting, developing a comprehensive framework for
assessing and improving risk disclosure quality has become an important research priority.

Method

This study adopts a qualitative research design based on the phenomenological approach to
explore the dimensions of risk disclosure quality in annual reports from the perspective of the
qualitative characteristics of accounting information. The research was conducted in 2026 and
employed semi-structured, in-depth interviews to collect data from experts with extensive
academic and professional experience in financial reporting, corporate governance, and risk
disclosure.

Participants were selected using purposive snowball sampling. Initially, a number of
qualified experts were identified based on their expertise, after which each participant was
asked to recommend additional experts with relevant knowledge and experience. The final
sample consisted of 29 university faculty members and capital market professionals.

Interviews were conducted either face-to-face or via telephone, depending on participants'
availability. Each interview lasted approximately 30 to 45 minutes and was audio-recorded
with the participants' informed consent before being transcribed verbatim for analysis.
Although 29 interviews were completed, theoretical saturation was achieved after the 26th
interview, as no new concepts or themes emerged. The remaining interviews were conducted
to confirm the consistency and robustness of the findings.

The interview data were analyzed using the Attride-Stirling thematic analysis framework.
Data analysis was conducted iteratively after each interview, allowing emerging themes to
guide subsequent data collection until theoretical saturation was reached. The analysis involved
coding the interview transcripts, identifying basic themes, grouping them into organizing
themes, and ultimately integrating them into broader global themes that formed the proposed
model of risk disclosure quality.
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Results

Analysis of the interview data led to the identification of 40 initial concepts, which were
synthesized into 12 basic themes, four organizing themes, and two overarching global themes.
The two global themes—content quality of risk disclosure and presentation quality of risk
disclosure—represent the fundamental dimensions of the proposed model.

The content quality dimension comprises the organizing themes of relevance and
reliability. Relevance encompasses the basic themes of materiality, predictive value, and
confirmatory value, highlighting the ability of risk information to support users' economic
decisions. Reliability consists of five basic themes: completeness, prudence, neutrality, faithful
representation, and substance over form, emphasizing the credibility and trustworthiness of
disclosed risk information.

The presentation quality dimension includes the organizing themes of comparability and
understandability, reflecting the importance of presenting risk information in a consistent,
clear, and user-friendly manner that facilitates comparisons across firms and reporting periods.

Overall, the findings demonstrate that high-quality risk disclosure requires a balanced
integration of content-related and presentation-related qualitative characteristics. Together,
these dimensions form a comprehensive conceptual framework for evaluating and improving
the quality of corporate risk disclosure.

Conclusions

The findings demonstrate that improving risk disclosure quality requires simultaneous
attention to the four qualitative characteristics of relevance, reliability, comparability, and
understandability. Based on these results, several practical implications can be drawn for
regulators, reporting entities, and professional users.

At the regulatory level, securities regulators should develop mandatory risk disclosure
guidelines requiring firms to report quantitative risk measures—such as Value at Risk (VaR),
sensitivity analysis, and stress testing—provide comparative information across reporting
periods, maintain consistent risk classifications, and include explanatory glossaries for
technical terminology.

At the organizational level, companies should establish integrated risk management systems
supported by comprehensive documentation of risk identification, assessment, monitoring, and
control processes. In addition, report preparers should receive appropriate training to shift from
compliance-oriented disclosure toward decision-useful, transparent, and stakeholder-focused
reporting. The use of visual communication tools, including trend charts, probability—impact
matrices, and infographics, together with clear and concise language, can substantially improve
the understandability of risk information.

For professional users, including financial analysts and auditors, the proposed model offers
a practical framework for evaluating corporate risk disclosure practices and identifying areas
requiring improvement. Furthermore, professional accounting and auditing bodies can promote
the adoption of this framework through specialized training programs, thereby fostering a
culture of high-quality risk reporting. Such initiatives would contribute to reducing information
asymmetry, strengthening transparency, enhancing investor confidence, and improving the
overall efficiency of the capital market.
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