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Management Reporting Video Conferencing

“Professional Guidance”

Graduated in Khartoum Polytechnic 1979 and
got my CPA US certification in year 2000.
Worked for Al Essa Co. & Kingdom Holding in

Taher El Taher — CPA
tahir@accbest.com

Mobile: +97339911210 >> Riyadh, Saudi Arabia
January 2021 Worked as Consultant & Compliance Officer for
Bahrain the Arab Investment Company, Bahrain.
In Year 2016, established own Business &
Software Consultancy “AccBest” in Bahrain.
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Building the Basic Financial Statements

Statement of Financial Position (Balance Sheet)

Current Assets




Timetable

ME! Date 0 0 op overed
Thursday 28-Jan-21  830PM  10:30PM  The Double Entry System, The Chart Of Accounts
Friday ~ 29-Jan-21  3:00PM 5:00PM  Accounting Cycle, Presentation of Basic Financial Statements
Saturday 30-Jan-21 8:30PM 10:30PM  Transactions, Accounting Entries & Trial Balance, GL

Thursday 4-Feb-21  830PM  10:30PM  The Adjusting Entries & The Matching Principle
Friday ~ 5-Feb-21  3:00PM 5:00PM  Depreciations of Fixed Assets & Amortizations
Saturday 6-Feb-21  8:30PM  10:30PM  Adjusted TB, Profit or Loss - Preparation & Components
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Thursday 11-Feb-21 830PM  10:30PM  Statement of Profit or Loss - Preparation & Components
Friday  12-Feb-21  3:00PM 5:00PM  Statement of Profit or Loss - Preparation & Components
Saturday 13-Feb-21 8:30PM  10:30PM  Statement of Financial Position - Preparation & Components
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Thursday 18-Feb-21 10:30PM  Statement of Financial Position - Preparation & Components
11 Friday ~ 19-Feb-21  3:00PM 5:00PM  Statement of Financial Position - Preparation & Components
12 Saturday 20-Feb-21 8:30PM  10:30PM  Statement of Cash Flows - Preparation & Components

13 Thursday 25-Feb-21 8:30PM  10:30PM  Statement of Cash Flows - Preparation & Components
14 Friday  26-Feb-21  3:00PM 5:00PM  Statement of Cash Flows - Preparation & Components
15  Saturday 27-Feb-21 8:30PM  10:30PM  Statement of Cash Flows - Preparation & Components

16 Thursday 4-Mar-21 830PM  10:30PM  Notes to the Financial Statements
17 Friday ~ 5-Mar-21  3:00PM 5:00PM  Financial Ratios - Practical Applications
18 Saturday 6-Mar-21 8:30PM  10:30PM  Value Added Tax "VAT" - Basics & Accounting

19  Thursday 11-Mar-21 8:30PM  10:30PM Report to Your Boss! - Sample Management Report
Friday  12-Mar-21  3:00 PM 5:00 PM  Course Summary, Closing & Distribution of Certificates
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Specific Subjects — Treatment Gifts in Kind

= How are Gifts In-Kind Recorded and Valued?

» Gifts in-kind are r_ecorded at fair va!ue as contribution revenue and an
asset or expense in the period received.

» Unconditional promises to give noncash items are also required to be
recorded as contribution revenue in the period the promise is made
even though the organization may not receive the asset or benefit until
a future period.

* In this case, a corresponding asset would be recorded when the
contribution is made and expensed in the period benefitted.

= The fair value of a tangible asset, such as supplies, can be determined by
using the price you would pay on an open market for the goods.

= e.g, if a donor gives a carton of printer/copy paper to an organization, the
or?anization could obtain the price for a similar carton of paper from an
office supply store to record the value of the contribution and related
asset / expense.
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Specific Subjects — Treatment Gifts in Kind

gy il Lhagl) Jaas oy (2
Aabivadll 5538l 3 Cag pan ol Jual g il S Aalall Lailly Lyl Llagd) Jasss o
2o gl L oty 5 il daablise o) S B e Jgeal iy dda g jdiall e 3 5o ol Qo W Cany @
ABaY 5y 8 deiial ) Juay) AHS 8 AS A o (e at ) e
LeBlay) 5 Aaalisall aai vie Jiiall Ca g el / el Jins alaas ¢ Allad) 028 b o
Aa sl (3 gl (8 AS ) dmdais A ymaad) alafinly cadudl e ¢ palall JuaSU Alalal) Aadll a0a3 Koy o
gl

B‘)L\.m“P&Cd)@\&)ﬂ@&&ﬁé\%ﬁ)@bﬁ%mi ‘J\ sdtxd\d:x.xuujc .
Alall cld Cay jluaall / J saall s datlosall dad 2 25 e g ol ) (3 g (3o

Statement of Financial Position

Current Assets:

= Normally, current Assets are presented in liquidity order by showing
the most liquid assets first and then the next liquid assets and so on.

o Cash & Cash Equivalents — most liquid

o Accounts Receivable — next most liquid which require collection
process to turn into cash.

o Inventory — next in Liquidity and requires two processes in order
to turn to cash: sales and collections.

o Prepayments: Company'’s cash, for expenses, but in the hands of
others and not yet amortized,

\\o Other current assets. /
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Statement of Financial Position

t

Non-current assets

Assets

Motor Vehicles (net)
Software Licenses (net)
Total non-current assets
Current assets

Bank Account

Accounts Receivable (AR)
Inventory

Prepaid expenses

Total Current assets

Total Assets

HAS Company
Statement of Financial Position
(as of January 31, 2018)

Shareholders' Equity
Share Capital 60,000
Retained Earnings 8,188
18,000
Total Shareholders' Equity 68,188
10,000 iapilities
28,000 Non-current liabilities
Long Term loan 50,000
69,688 Total non-current liabilities 50,000
Current liabilities
50,000
Accounts Payable 80,000
50,000 Accrued Expenses 4,000
4,500 Total Current liabilities 84,000
174,188  Total Liabilities 134,000
202,188 Total Liabilities & Shareholders' Equity 202,188
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Reading the Statement of Financial Position

%urrent Assets: \

Cash & Cash Equivalents:
= Cash, in box or at bank

= Cash Equivalents refer to cash and /or items of cash those can be
converted to cash immediately or with a span of 3 months, maximum.

= Cash Equivalents include:
o Marketable Securities with 90 days maturity.

o Marketable Securities are investments that can easily be traded on
public exchanges.
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Statement of Financial Position

Current Assets:
Accounts Receivable (AR):

= Accounts Receivable are created in the books when companies sell their
goods or services to their customers “on credit”.

~

Example: HSA Company sold goods to a customer
for 10,000 on credit. Show the accounting entry:

Dr. Accounts Receivable 10,000
Cr. Sales 10,000

* |n this case companies allow their clients to pay during an agreed-upon
period of time: e.g. 2 weeks, 30 days etc.

= Sometimes, a customer may receive a discount for paying the receivable
back to the company earlier than the agreed time.

= Companies also may calculate the “average AR days” which is an estimate
\\that will help in projecting future cash flows of the company. J
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Statement of Financial Position

Current Assets:
Provision (Allowance) for Doubtful Receivables:
= Sometimes companies need to create provisions for the doubtful AR

» Example: HSA is closing the year with Accounts Receivable of 500,000. Management
estimated that, due to COVID-19 effect, customers with 100,000 may not pay ... action:

An allowance (provision) Dr. Allowance for Doubtful Receivables (expense) 100,000
of 100,000 should be C> . .
booked. Cr. Provision for Doubtful Receivables (contra asset) 100,000

= The Provision for Doubtful Receivables is a Contra Asset Account.
» What does this mean?

= Assuming the Allowance opening balance was zero, Accounts Receivable will be reported
at a net amount of 400,000: (500,000 less 100,000 provision)

= The 400,000 is the amount that is likely to be turned into cash, or collected.
= The 100,000 will be reported as an expense for this period.

o

st 13

Ac

13

Statement of Financial Position
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Statement of Financial Position

= Current Assets:
= Provision (Allowance) for Doubtful Receivables:
= Example of Writing off an Account Receivable:

= In the previous example suppose that customer A with 20,000 informed the Management
that they have filed for bankruptcy and will not be able to pay the amount owed.

= The company would then write off the customer’s account balance of 20,000.

To write off the receivable Dr. Provision for Doubtful Receivables 20,000
that can not be collected, C Cr. Accounts Receivable 20,000

= Sometimes, companies decide to leave the balance of the Provision for Doubtful
Accounts as is until the year end and directly debit “Bad Debts Expense” on defaults:

To write off the receivable Dr. Bad Debts Expense 20,000
that can not be collected, :> Cr. Accounts Receivable 20,000
AccBest" 15
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Statement of Financial Position

= Current Assets:

= Provision (Allowance) for Doubtful Receivables

= Example of Recovering an account receivable that was previously written off:
* Let's assume that Customer A paid 10,000 from their Bankruptcy Proceedings.
* The Company should re-instate Customer A receivables with 10,000:

‘ To re-instate a receivable ‘ ‘ Dr. Accounts Receivable 10,000 ‘
that was written off C Cr. Provision for Doubtful Receivables 10,000

= When the 10,000 is collected, pass the following entry:

When the 10,000 is Dr. Cash or Bank 10,000
collected pass this entry, |:> Cr. Accounts Receivable 10,000

17
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Statement of Financial Position

Provision (Allowance) for Doubtful Receivables :

= Estimation of Doubtful Accounts Receivable:

= In the previous examples we assumed that certain “specified” customer accounts are
doubtful for collection, (100,000).

= There are 2 other known methods to estimate amounts of Provision for Receivables:

1. Percentage of Credit Sales: depends on the historical % of uncollectible receivables

to credit sales. If that % is, on average, 2%, Company will multiply the total credit sales
of that period by 2% and pass an entry in the books.

o Example: Credit Sales = 2,500,000 * 2% = 50,000 (this is the intended closing
balance)

o Assume the allowance balance is 15,000 (credit) then the entry will be:

Entry to adjust the AR Dr. Allowance for Doubtful Accounts Expense 35,000
Allowance balance j/ Cr. Provision for Doubtful Receivables 35,000
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Statement of Financial Position

= Provision (Allowance) for Doubtful Receivables:
= Estimation of Doubtful Accounts Receivable:

2. Accounts Receivable Aging:
o This method depends on a report for the Accounts Receivable balances as of the
year-end date (or any other date), where a % is applied for each aging category; e.g.:

2/19/2021

Accounts Receivable Aging - December 31, 2019
Customer Amount 0-30days 31-60Days 61-90 Days 90 + Days

Cusomer E 20,000 10,000 5,000 5,000

Cusomer F 15,000 5,000 10,000

Cusomer G 40,000 5,000 - 10,000 25,000

Cusomer H 25,000 - 5,000 10,000 10,000

Total 100,000 15,000 15,000 35,000 35,000

Estimated % of Uncollectible 0 1% 2% 5% 20%

Allowance Amounts | 9,200 | 150 300 1,750 7,000
Assume YQU already have ‘ ‘ Dr. Allowance for Doubtful Accounts Expense 12,200
3,000 (debit) balance in |:> o )

Cr. Provision for Doubtful Receivables 12,200

Provision for ARs account

21
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Accounts Receivable Aging - December 31, 2019
Customer Amount 0-30days 31-60Days 61-90 Days 90 + Days

Cusomer E 20,000 10,000 5,000 5,000
Cusomer F 15,000 5,000 10,000
Cusomer G 40,000 5,000 - 10,000 25,000
Cusomer H 25,000 - 5,000 10,000 10,000
Total 100,000 15,000 15,000 35,000 35,000
Estimated % of Uncollectible 0 1% 2% 5% 20%
Allowance Amounts | 9,200 | 150 300 1,750 7,000
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Thank You!
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