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Chapter preview

This chapter focuses on interpretation of the accounting and related information 
contained in fi nancial statements, concentrating on those published by private sector 
entities. The approach adopted is a review of the use of the information contained in 
the fi nancial statements, in conjunction with information from other sources, to 
address key issues regarding past (and potential future) corporate performance.

The fi rst part of the chapter concentrates on identifying potential users of account-
ing information about corporate entities and the key questions they want answering. 
It then goes on to review the sources of information available to help answer these 
questions, and the techniques that can be used to help interpret such information in 
a meaningful way. It stresses the fact that a full understanding of an entity’s fi nancial 
position requires integration of information drawn from a variety of sources, includ-
ing, but not limited to, that contained in fi nancial statements.

User group requirements

As discussed in Chapter 1, a wide range of individuals and organisations have fi nancial 
and other links with companies. Despite this diversity of interests, there is a surpris-
ing degree of overlap in the information they need for assessing the benefi ts to be 
derived from continuing, or changing, these links. This is not to deny that different 
groups have their own specifi c interests, or that there may sometimes be a confl ict 
between these interests. However, in one way or another, they are all concerned with 
the performance of the company, its continuing existence and its ability to provide 
them with a positive return in some form, most usually cash.
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