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Internal Users of financial information are people within the organization:

= Managers need financial information to assess whether or not the
organization is performing well in the industry, and to take the necessary
measures to improve its efficiency.

= QOwners need financial information to analyze whether or not the investment
they made in the organization is viable and profitable and, accordingly, to
decide on any future course of action.

External Users of financial information are people outside the organization:

= Creditors like banks need financial information to help them decide whether
or not they should let the organization borrow money from them.

» Investors need financial information to analyze whether or not they should
invest in the organization.

= Customers need financial information to assess the financial position of its
suppliers — the organization — which is important in maintaining a stable
source of goods/raw materials.

= Tax authorities need financial information to determine whether or not the
tax returns filed on behalf of the organization are credible.

= Regulatory authorities need financial information to make sure that the
organization is disclosing its accounting information according to the rules
and regulations set, for example, by the Securities Exchange Commission
(SEC).

Exercises: Identify whether the given question or statement is from an Internal
User (I) or an External User (E). Write only the letter (I or E) before the nhumber.

1. Is our net profit sufficient to pay dividends to the investors?

__ 2. Is the company earning well and, thus, not risky to invest in?

__ 3. Should we borrow PhP20M from Caring Bank to finance the construction?

__ 4. Can we afford to give salary raises to our employees this year?

__ 5. The Progressive Fishers Cooperative has submitted all required financial
documents and feasibility studies. I think we should grant them a loan.

6. Is Company A more profitable than Company B? Which is bigger in size
between the two?

7. The crisis has slowed down sales. Should the company downsize its
operations?




