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LO 2:Understand the implications of 
finance as a resource within a business 

MANAGING FINANCIAL

RESOURCES AND DECISIONS



 Understand the sources of finance available to business.

 Understand the implications of finance as a resource within a business

 Be able to make financial decision's based on financial information

 Be  able to evaluate the financial performance of a business.

THE BASIC SYLLABUS



At the end of the class students should 
be able to:

AC 2.3 Asses the information needs of 
different decision makers

LEARNING OBJECTIVE



OVERVIEW
The ultimate objective of accounting is to 

provide information in reports which can be 
used by internal and external decision makers. 
The preparation of this information for users 
(decision makers) outside the entity is called 
financial accounting. Such users might be 
investors, or creditors of the entity. 



INTERNAL AND EXTERNAL DECISION 

MAKERS 



 The internal users of financial statements are individuals who have 
direct bearing with the organization. They may include:

 Managers and Owners: For the smooth operation of the organization, 
the managers and owners need the financial reports essential to make 
business decisions. So as to provide a more comprehensive view of the 
financial position of an organization, financial analysis is performed 
with the information supplied in the financial statements. The financial 
statement is used to formulate contractual terms between the company 
and other organizations.

INTERNAL USERS



 A variable of the financial statement like the current debt to equity ratio 
is important in deciding the amount of long term capital that would be 
required to be raised. The financial statements of other companies can 
also provide investment solutions to different companies. Sometimes it 
becomes difficult to decide the right field in which financial resources 
may be channelised. In such situations the financial statements of other 
companies provide the appropriate guideline.

 Employees: The financial reports or the financial statements are of 
immense use to the employees of the company for making collective 
bargaining agreements. Such statements are used for discussing matters 
of promotion, rankings and salary hike.

INTERNAL USERS



 External users are groups of individuals that are outside organizations, and 
they use accounting to make financial decisions. The external users comprise 
of:

 Institutional Investors: The external users of financial statements are 
basically the investors who use the financial statements to assess the financial 
strength of a company. This would help them to make logical investment 
decisions.

 Financial Institutions: The users of financial statements are also the different 
financial institutions like banks and other lending institutions who decide 
whether to help the company with working capital or to issue debt security to 
it.

EXTERNAL USERS



Government: The financial statements of different 
companies are also used by the government to analyze
whether the tax paid by them is accurate and is in line 
with their financial strength.

Vendors: The vendors who extend credit to a business 
require financial statements to assess the creditworthiness 
of the business.

General Mass and Media: The common people as well as 
media also make part of the users of financial statements.

EXTERNAL USERS
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