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What are financial statements?

Financial statements, also called the financial statement: are five reports prepared
to review the company's financial performance during a specific period, and
include information about assets, liabilities, revenues, expenses, net profits, etc.
These reports are: income statement, statement of financial position, statement of
cash flows, statement of changes in equity, and statement of comprehensive
income.

These reports aim to review the company's financial performance during the
financial period to provide this to external and internal parties, in addition to
assisting senior management in making decisions and forming a clear vision of
the company's financial future. To ensure their reliability and accuracy, financial
statements are prepared in light of accounting principles, and by a certified
accountant who is often independent of the company.

These statements can be read and viewed by both internal and external users, but
they are usually prepared specifically for external users such as shareholders,
investors and oversight bodies, because internal users - which are management
and some employees - have other sources of information besides the information
contained in the financial statements.
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1.Income statement: The income statement is one of the financial statements
responsible for displaying the profits or losses of companies and institutions
during a specified period of time. The income statement shows data related to all
revenues that may result from operational or non-operating activities, in addition
to showing all costs, expenses and net profit or loss.
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2. Balance sheet: The balance sheet list is concerned with showing the company's
assets and its various financial resources, in addition to showing the company's
owed obligations and shareholders' equity.
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3. Cash flows: The statement of cash flows shows the amount of cash earned and
cash paid in the company during a certain period of time, and highlights the
importance of the list in linking the income statement to the balance sheet
statement, by presenting how the money moves to and from the company.
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4.Shareholders' Equity List: The list of shareholders' equities, or as it is called,
the list of changes in equity, displays the changes that have occurred in the
company's equity during a specified period. It displays all equity accounts
affecting the balance of equity, including ordinary shares, net income, paid-up
capital and dividends.
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Preparing financial statements for companies:

When talking about explaining how to prepare financial statements, it must first
be noted that financial statements are prepared in several stages, starting with
creating a trial balance, which is a table in which all of the organization’s financial
transactions are summarized, and then followed by preparing each financial
statement separately.

Then each financial statement is created separately, starting with the income
statement, passing through the balance sheet or statement of financial position,
and ending with the statement of cash flows, the statement of shareholders’
equity, and the statement of comprehensive income.

The income statement is prepared by identifying revenues and subtracting
expenses from them to arrive at the total profits and losses, and the financial
position statement is prepared by displaying the various types of assets and
various types of liabilities and determining the total of each, and the cash flow
statement is prepared by clarifying the cash flow operations resulting from
economic and operational activities. And investments during the financial period
to calculate the net cash flow for all the company’s activities.
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