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Disclosing iriformation about business risk is a quite relevant question. Companies, already, have to 
report about risk. Our objective is to acknowledge that disclosing such iriformation fol.fils important 
needs of financial iriformation users. We analyse the 2002 Annual Reports of companies integrating our 
samples, and make a content analyses. We observe that there is a statistical significant relation between 
disclosing operational, financial, strategic and business risks and size, when it concerns the Portuguese 
sample and between financial risk and leverage, when it concerns the Spanish sample. Yet, we found no 
evidence of relationship between financial disclosure and cost of debt. 

INTRODUCTION 

Nowadays, companies have to perform their activities in a complex environment, facing several risks. 
To know about business risk is of the utmost importance, especially for investors and other users of 
fmancial information, to help making informed decisions. So financial statements cannot ignore such 
situations, otherwise they will not be useful for the investors and other stakeholders. 

There are, already, some accounting standards and other rules that deal with this subject. But, we can 
also come across voluntary information about business risk. 

Voluntary business risk fmancial disclosure is justified because there is a great need of improving 
relations with stockholders and to legitimate the activities developed, and because of the usefulness of 
that information for a wide range of stakeholders. 

Financial Accounting is facing the important challenge of trying to be able to fulfil financial 
information needs of its users. 

According to Hodgkinson eta/. (1998) the Institute of Chartered Accountants in England and Wales 
(ICAEW) and several authors, like Cea Garcia (1995) or Dunkley (2001), argue that business risk 
fmancial reporting may bring advantages, such as a reduction of cost of capital. 

In this paper we reflect about pros and contras of disclosing such information, and finally 
acknowledge that it really fulfils important needs of fmancial information users. Having that in mind, we 
make a theoretical approach to the question of the need of revealing business risk also beyond the 
traditional information disclosed in Annual Reports. 

Then, we investigate the present state of fmancial information disclosure about business risk. We 
analyse the 2002 Annual Financial Reports of Portuguese and Spanish companies, whose stocks were 
included in PSI 20 or in IBEX 35, make a content analyses; build information indexes; and test, using 
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