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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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Class 6 - Saturday 6 - Feb - 2021: 8:30 - 10:30 PM

“Adjusted” Trial Balance, Ml gaadl) day® Anad pall o)) Jaa
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Timetable

Financial Accounting & Reporting Training Programme - (1)

Class DE Date from To Topic Covered Progress
1 Thursday 28-Jan-21  8:30PM 10:30PM  The Double Entry System, The Chart Of Accounts Y
2 Friday 29-Jan-21  3:00PM 5:00PM  Accounting Cycle, Presentation of Basic Financial Statements v
3 Saturday 30-Jan-21  8:30PM 10:30PM  Transactions, Accounting Entries & Trial Balance, GL Ve
4 Thursday 4-Feb-21  8:30PM 10:30PM  The Adjusting Entries & The Matching Principle v
5 Friday 5-Feb-21  3:00 PM 5:00PM  Depreciations of Fixed Assets & Amortizations v
6 Saturday 10:30PM  Adjusted TB, Profit or Loss - Preparation & Components
7 Thursday 11-Feb-21  8:30PM 10:30PM  Statement of Profit or Loss - Preparation & Components
8 Friday 12-Feb-21  3:00PM 5:00PM  Statement of Profit or Loss - Preparation & Components
9 Saturday 13-Feb-21 8:30PM 10:30PM  Statement of Financial Position - Preparation & Components
10 Thursday 18-Feb-21  8:30PM 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  8:30PM 10:30PM  Notes to the Financial Statements
17 Friday 5-Mar-21  3:00 PM 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
20 Friday 12-Mar-21  3:00 PM 5:00PM  Course Summary, Closing & Distribution of Certificates
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“Initial” The Trial Balance - " Js¥)" 423l jall ¢)) e

Code lAccountname | | Debit | _Credit |
1

101

Assets

Non-current assests

Code Accountname || _Debit | Credit
3

Liabilities

301 Non-current Liabilities
1014 Motor Vehicles 20,000 - 3012 Bank LT loan 50,000
1021 Accumulated Depreciation 2,000 302 Current Liabilities
1122 Software Licenses 10,000 3021 Accounts Payable 80,000
1131 Accumulated Amortization 502308 Accrued]Fxpenses 4,000
4 Revenue
102 Current assets
4001 Sales / Revenue 50,000
L0229 Bankifccount boess 4010 Cost of Sales 30,000
1024 Inventory 50,000 5  Expenses
; 5001 Salaries & Wages 4,000
1025 Accounts Receivable (AR) 50,000
5010 Rent Expense 1,500
1026 Prepaid Expenses 4,500
) 5015 Electricity Expense 4,000
2 Shareholders' Equity
5040 Depreciation Expense 2,000
2001 Share Capital 60,000
5050 Interest Expense 312
2002 Retained Earnings 246,000 246,000
1
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“Adjusted” The Trial Balance - "<bigudl) 33" daa) sall 0 Jsa

Trial Balance - Month of January 2018 Adjusting Entries Final TB
Code Account name Debit Credit Debit Credit Debit Credit
1Assets
101 Non-current assests
1014  Motor Vehicles 20,000 20,000
1021 Accumulated Depreciation (2,000) (2,000)
1122 Software Licenses 10,000 10,000
1131 Accumulated Amortization (1,000) (1,000)
102 Current assets
1022 Bank Account 69,688 (12,000) 57,688
1024 Inventory 50,000 50,000
1025 Accounts Receivable (AR) 50,000 50,000
1026  Prepaid Expenses 4,500 10,000 14,500
2 Shareholders' Equity
2001 Share Capital (60,000) (60,000)
2002 Retained Earnings
AccBest” 5
“Adjusted” The Trial Balance - "bgaill any" dan) sl ) jua

Code Account name Debit Credit Debit Credit Debit Credit
3 Liabilities
301 Non-current Liabilities
3012 Bank LT loan (50,000) (50,000)
302 Current Liabilities 0
3021 Accounts Payable (80,000) (80,000)
3023 Accrued Expenses (4,000) (2,000) (6,000)
4 Revenue
4001  Sales / Revenue (50,000) (50,000)
4010 Cost of Sales 30,000 30,000
5 Expenses
5001 Salaries & Wages 4,000 2,000 6,000
5010 Rent Expense 1,500 1,500
5015  Electricity Expense 4,000 4,000
5020 Insurance Expense 2,000 2,000
5040 Depreciation Expense 2,000 2,000
5041  Amortization Expense 1,000 1,000
5050 Interest Expense 312 312

Totals 246,000 (246,000) 15,000 (15,000) 249,000 (249,000)
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Statement of Profit or Loss (Income Statement)

HSA Company
Statement of Profit or Loss
for the Month of January 2018

Sales revenue 50,000
Cost of sales (COS) 30,000
Gross Profit (GP) 20,000
Gross profit % 40%

General & admin expenses (G&A):

Salaries & Wages 6,000
Rent Expense 1,500
Electricity Expense 4,000
Insurance Expense 2,000
Depreciation Expense 2,000
Amortization Expense 1,000
Total General & admin expenses (G&A): 16,500
Net profit or loss before interest 3,500
Interest expense 312
Net profit or loss after interest 3188
7
Statement of Profit or Loss (Income Statement)
= Statement of Profit or Loss is a summary of:
+ Revenue from sales of goods or services
» Cost of Sales (COS) or cost of revenue, which represents the “direct cost of sales”
» Gross Profit (GP) - (sometimes in %)
+ Operating expenses (indirect costs):
o Selling, General & admin expenses (G&A)
* Net Income before Interest and Tax (also called Operating Income)
» Interest expense.
* Net Income before Tax
» Tax expense
* Net Income after Tax
o Please Note: Net Income for the period goes to Retained Earnings (RE) under Equity
Section in the Statement of Financial Position (Balance Sheet).
il
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Statement of Profit or Loss (Income Statement)
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Income Statement — Revenue Recognition - General

Revenue Recognition:

= Generally speaking, and under the IFRS criteria, revenue is to be recognized
when all the following conditions are satisfied:

= Performance Conditions:

1. Risks and Rewards of ownership have been transferred from the seller to
the buyer.

2. The seller does not have control any longer over the goods sold.
= Collectability:
3. The collection of payment from goods or services is reasonably assured.

= Measurability:

4. The amount of revenue can be reasonably measured.
5. Costs of revenue can be reasonably measured.

AccBest 10
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Statement of Profit or Loss (Income Statement)
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Revenue Recognition — IFRS 15 - Revenue from Contracts

= IFRS 15 is effective January 1, 2018, with earlier adoption permitted.

= Under IFRS 15 — “Revenue from Contracts with Customers”, specific steps are established
for revenue recognition. These steps are:
1. identify the contract(s) with a customer.

identify the performance obligations in the contract.

determine the transaction price.

allocate the transaction price to the performance

recognizing Revenue in accordance with performance

S

= It is important to note that there are some exclusions from IFRS 15 such as:

* Lease contracts (IAS 17)
* Insurance contracts (IFRS 4)
 Financial instruments (IFRS 9)

il
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Revenue Recognition — IFRS 15 - Revenue from Contracts - 2 $8l) (s &lal YL i) jieY)
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Revenue Recognition — IFRS 15 - Revenue from Contracts - 2 $&d) (s &lal Yl i) yieY)
1. Identifying the Contract(s) with Jrand) ga (d8adl) dBad) o o il
Customer: 1y A0 T g il pan oliind
i . . .
« All conditions must be satisfied for LR e ’ S )S:_;:
an agreement to form a binding ] iR
contract. As:d\ s u:\sJLJ\ S Gl gy O g e
« Both parties must have approved the (Liaa sl gl 5l LgiSa (1S ¢ 5u)
contract (whether it be written, AuSle QUi Adads sdal) damy of cany @
verbal, .or implied). e slaiall cilaaslly wibad)
* The point of transfer of goods and . .
services can be identified. &) Lasd Al daay e
« Payment terms are identified. HBE mazal 5 bl o sl (g 5iny o
* The contract has commercial Lo el
substance, measurable commercially. O cﬁ;ld\ e cdiall C .
» Collection of payment is probable. e gdadl
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Revenue Recognition — IFRS 15 - Revenue from Contracts - 2 $8l) (s &lal YL i) jieY)

2. ldentifying the Performance
Obligation:
= Some contracts may involve more than
one performance obligation.

* e.g, the sale of a software with a
separate contract for staff training
would be considered as two
performance obligations:

o the sale of software, and
o the training contract.

» Performance obligations must be
distinct from each other.

» The good or service is separately
identified in the contract.

Alad) B )oY el 3 Saas 2
elal al 3l e ST 0 giall (amy Chianad Loy
_J;‘J
(Ul daes e
Nl Jaadia Gy Lo el o o fing
e )23 el il ey (pila sall
sl g o
) sie o
Ce b aaie ¢l el 3l S ol can @
el Leany
Jeniie S5 4aaall ol dalul) apaat Cany o
daal)
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Revenue Recognition — IFRS 15 - Revenue from Contracts - 2 $&d) (s &lal Yl i) yieY)
3- Determine the transaction price: d8el) o ABlal) pw Laad 3
* The transaction price is usually O Azl o Asball e aaad S Bale .
'c\j/letetrmmid f;or.n thle con;rac;cl. Skl G ?Jf“‘” il s
» Most contracts involve a fixe - . .
amount. o Luh |y 22 q)yjtelau .
o e.g. a price of 20,000 for the sale (el dad 5 y2 20,000 )““ o
of a software, including 2,000 for woall 2. 000 Jali
staff training. DR (e Al 5 ) oS ade o
o prices are clearly determined in the e
contract. ’
AccBest™ i6
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Revenue Recognition — IFRS 15 - Revenue from Contracts - <) ey
3 s8ad) (e il YL

4- Allocate the transaction price to the performance:
*» The allocation of the transaction price to more than one performance obligation
should be based on the standalone selling prices of the performance obligations.

o e.g. a price of 20,000 for the sale of a software, with staff training as additional
obligation.

o prices must be clearly determined for each separate obligation.
o in other words, the “standalone” prices must be known.
o e.g., 18,000 for the software and 2,000 for staff training, as such:

Per‘fo_rmajmce Standalone Prices Percentage of Total Trarl_sactl_on Fl”rlce Performfance
Obligation invoiced Allocation
Software 18,000 90% 13,500

15,000
Staff Training 2,000 10% 1,500
Total 20,000 100% 15,000

17
17
Revenue Recognition — IFRS 15 - Revenue from Contracts - 2 $&d) (s &lal Yl i) yieY)
A5l ¢ jall Alalaal) jrw aaal 4
1Y) o Sl lanaad a3 ) Jlend) e el dianadd s il ¢ jall s aaadaly e
).34 o
bl ol S a0l ae el pall G 5 2as 20,000 s2s o
Sial) 8 Jaadily jland) aaas cany U SO LS
Jaaiie JS o) 311 S o apaa 4l
oAl j2w 2,000 5 el ll dad 5 s 18,000 Dis o
Al AN s JS g Jaall 3 gild amadl
Sl aia Yeaiia dSl) a2y gial) Aol Saddl Sl
Software 18,000 90% 13,500
15,000
Staff Training 2,000 10% 1,500
Total 20,000 100% 15,000
AccBest™ 18
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Revenue Recognition — IFRS 15 - Revenue from Contracts

5- Recognizing Revenue in Accordance with Performance

* Revenue is recognized either:

o At a point in time, e.g., sale of goods or services; or
o Over time, e.g., implementation of software.

* In the pervious example, the revenue associated with the software license would be
recognized at the point in time when the buyer takes possession of the license,
including implementation of the service.

* The staff training revenue would be recognized when the service is provided.

* The revenue recognition journal entries for the two performance obligations (software
License and Staff Training) would be as follows:

Software License — when invoice is raised Staff Training — when the service is provided ‘
Dr. Accounts Receivable 15,000 Dr. Deferred Revenue 1,500

Cr. Revenue 13,500 Cr. Revenue 1,500

Cr. Deferred Revenue 1,500

19
19
Revenue Recognition — IFRS 15 - Revenue from Contracts - 2 $&l) (s &lal YL i) jieY)
21 i Sy e sl clal YL il seY) 5
sl YL Gl yie VI Al e
Laxd gl dal a dic SMia sdadas Al i o
A5 MY Aadail) (el ) a dsie 5 ariatl) 5 e LY 2 gie Slha sdadas Ayie ) 58 DA
bl 2 g dad Hl) D) e el jll dad ) o daii o YL Gl e V) A bl JEA) e
Laddl) aaii e 4y ol eV aid cuy il (e ) Y1 Ll e
Software License — when invoice is raised ‘ Staff Training — when the service is provided
Dr. Accounts Receivable 15,000 Dr. Deferred Revenue 1,500
Cr. Revenue 13,500 Cr. Revenue 1,500
Cr. Deferred Revenue 1,500
AccBest™ 20
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Statement of Profit or Loss — Q & A

Move each item on the right to its suitable category on the left

Direct Operating Cost

b pdilsa Juril iy baa Cost of Goods Sold
Indirect Operating Cost Selling Expenses
S il i il iy Juaa General & Admin. Expenses

Cost of Debt Finance

o Interest Expense
sl a2 AR

21

21

Statement of Profit or Loss —Q & A

The Statement of Profit or Loss (income statement)'s primary purpose is to
show which of the following for a business?

A) financial position
B) financial performance
C) cash position

D) expenses

Answer B) is correct.

The primary purpose of the Statement of Profit or Loss (income statement) is
to show the financial performance of the business.

G
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Statement of Profit or Loss — Q & A

-

Which of the following statements is correct?

a) Cost of Goods Sold is also known as Cost of
Sales.

b) Cost of Goods Sold is the direct costs of the

inventory that we have sold during the period.

c) Cost of Goods Sold is an expense charged against

sales to arrive at Gross Profit

\i All the above.

~

/

[Answer (D) is correct }
o
AccBest" 23
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Statement of Profit or Loss— Q & A
HSA Company has the following numbers in its Sales 920,000
Statement of Profit or Loss (Income Statement): Cost of Sa'fes (COS) (450,000)
Sales: 920,000 Gross Profit (GP) 470,000
Cost of Goods Sold: 450,000 Other revenue >0,000
Other income: 50,000 Ra ——

. T salaries (220,000)

Salaries & wages: 220,000 Advertising (50,000)
Advertising: 50,000 Rent (40,000)
Rent: 40,000 Other expenses (30,000)
Other expenses: 30,000 Net Profit (NP) 180,000
What are the Gross Profit and Net Profit for that
period, respectively?
A) 520,000 and 180,000
B) 490,000 and 210,000
C) 470,000 and 180,000 Answer (C) is Correct
D) 470,000 and 230,000

AccBest" 2
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Thank You!
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