22 =

g}h.“ HH\ 359
‘_,.dﬂ\ Sl g

A4 Y0 a glal) AulS
daidaal) auid
Ae¥ s i
E Ao Sl ya g Silp) 8 s3alal)
(2025-2024) ) 40 plall
(CCEEES D)
(ragh fl daaa o 3 o cBalall 5L

P

&

R R Y W




Types Of Financial Statements
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Have you ever wondered how to know if your company is profitable or
not? Or how to compare your company's performance to others? The
answer lies in the financial statements. But what are financial statements?
Financial statements provide a comprehensive overview of a company's
financial condition. Understanding these statements helps in making
strategic decisions.

These statements include information on assets, liabilities, revenues,
expenses, income statements, etc. This information provides a clear vision
for leaders, decision-makers, and business owners to understand their
financial position.

GUS i el o Cak O o AL T s il cailS 13 Coyed oS L gy calelas Ja
3ok 898 Adlall il Gl (SAIAN) a3l i) o Lo (ST Al 230 8l 8 eSS AdaY) S 5al;

Al il <)) 58 AR5 8 e Ly 230 581 53 aed (S N ALl ANl e ALl

,,dmes\)sjauj)@\;amﬁy\jaujmg\jd}é‘y\Q;aujsuw.;.:ses\ja\m
agd e IS Ll Gl g @l i 3l ¢ lia s 3alEl Aozl 5 dyy ) e sleall 028 s (&)

What are financial statements?

Financial statements are a set of reports called the financial statement of a
company or organization. They are centered around five key points that are
prepared and analyzed to provide a complete picture of the company's
financial position.

The most important of these reports are the income statement, which shows
the company's profits and losses; the balance sheet, which shows what the
company owns and owes; and the cash flow statement, which shows how
money enters and is spent.
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Income Statement

Jaal daitd

The income statement can be briefly defined as: a report that measures an
entity's operating results for a specific accounting period, by matching the
revenues and expenses for that period according to the accrual basis.

The process of preparing the income statement and measuring net income
correctly and in a timely manner is of great importance, as it provides
useful information to users of financial statements that assists them in
making decisions. This is matched by the need for these users to be aware
of a set of determinants that govern the process of preparing the income
statement, which should be taken into account when relying on the
information provided by this statement. Below, we review the most
important uses and determinants of the income statement.

Uses of the Income Statement:

The income statement primarily helps its users estimate the entity's future
cash flows. They benefit from it to obtain the following:

1- Evaluate the entity's past performance: by comparing the components of
the entity's revenues and expenses with its revenues and expenses in
previous years to assess the historical development of the entity's operating
results, and by comparing these components with other entities operating
in the same field to assess the entity's competitive position.

2-Obtaining a basis for estimating the entity's future performance:
Tracking the entity's past performance can provide an indication of its
upward or downward trajectory, which helps in estimating future
performance.

3- Assessing the degree of certainty of future flows: The process of
classifying revenues, expenses, gains, and losses helps answer an important
question: Is the entity's profit the result of ongoing, routine business



activities that suggest the possibility of such profit, or is it the result of
discontinued activities that are unlikely to be repeated in the future?
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Income statement stricture

Details Jaaldtl)
Revenues (Sales) (Slassall)lal )
-Cost of Revenues (Cost of Sales) <l gy Al
=Gross profit = (Al
-Operating Expenses: alanl) (i laall
=0Operating Income (eddl) Jaal
+Other Revenues A )
-Other Expenses s A ciy laa
=Net Income Before Tax Ay pall 38 JAal Ala
-Income Tax Ay pal)
=Net Income After Tax Ayl 2y JAA) Ala




Example (1):

The following data is extracted from the books of AL-NOOR Company for the
year 2021 (amounts in dinars):

sales 500000, Cost of Sales 380000, Salaries50000, Rent 30000, Other
Revenues 15000, Other Expenses 15000, Tax percentage 10%.

Required: Prepare the Income Statement for the year ended 31/12 /2021
ANSWER:

Details
Revenues (Sales) 500000
-Cost of Revenues (Cost of Sales) 380000
=Gross profit 120000
-Operating Expenses:
Rent 30000
Salaries 50000
=QOperating Income 40000
+Other Revenues 15000
-Other Expenses 15000
=Net Income Before Tax 40000
-Income Tax (10%0) 4000
=Net Income After Tax 36000

Exercises

The following data is extracted from the books of ZAHRAA’S
Company for the year 2022 (amounts in dinars):

Sales 500000, Other Revenues 12000, Salaries70000, Other Expenses
12000, Rent 40000, Cost of Sales 200000, Tax percentage 10%

Required: Prepare the Income Statement for the year ended 31/12
12022




THE BALANCE SHEET
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Business owners, especially startups, need to understand the concept of a
balance sheet, as it helps them understand their company's financial
position. A balance sheet can protect your company from collapse and help
you solve any financial problems you may encounter. It also provides you
with ways to develop your business and makes you more aware of any
events that could impact your profits in the future.
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The balance sheet is a financial statement that reflects a company's
financial health over a specific period of time. It provides clear information
about the entity's assets, liabilities, and shareholders' rights.

The objectives and uses of the balance sheet are to reveal the financial
position, present a picture of assets and liabilities, and provide information
about creditors and debtors. It is also used as a tool for financial analysis
and liquidity position. It also aims to clarify a company's solvency and
calculate financial ratios.

The balance sheet includes several basic items: current assets, fixed assets,
current liabilities, long-term liabilities, and shareholders' equity.

The balance sheet is prepared by identifying the time period for
preparation, compiling all financial records, calculating assets, liabilities,
and shareholders' equity, and finally balancing the balance sheet.

The equation for calculating the balance sheet is:
(Assets = Liabilities + Shareholders' Equity).
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The Elements of Balance Sheet

The balance sheet includes the company’s assets, liabilities and
shareholders’ equity which gives a clear idea on its book value. It is a
known fact that it is not a good sign if the company’s liabilities
outperformed its assets because that means that its losses exceeded the
capital which could lead to the company’s bankruptcy or its inability to
practice business. It is possible to summarize the three elements which, as
a whole, generate the balance sheet for a company as the following:

- Assets.
-Liabilities.
-Shareholders’ Equity
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1- Assets: Companies can own tangible assets such as computers,
machinery, money and real estate. It can also have intangible assets such
as trademarks, copyrights or patents. Generally, a company’s assets are



categorized according to the ability to convert it into cash in three
types:
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A-Current Assets: Cash and other properties owned by the company and
could be easily converted into cash in one year. It is an important indicator
of the company’s financial status because it is used to cover short term
obligations of the company’s operations.
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Some of the important current assets for companies:
Cash
Short term investments.
Payable sales.
Accounts receivable
Inventory.
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B- Fixed assets: The term fixed asset refers to a long-term tangible piece
of property or equipment that a firm owns and uses in its operations to
generate income.
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Some of the important Fixed assets for companies:

Lands.
Buildings.
Machinery.
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C- An intangible asset: They are assets that are not of a physical nature in
business. Some examples include: intellectual property (such as patents,
trademarks, and copyrights), brand recognition, proprietary knowledge,
and business methods. Effectively supports the competitiveness of the
economic unit in the local and global markets.
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2-Liabilities: is something that a person or company owes, usually an
amount of money. Obligations are settled over time through the transfer of
economic benefits, including money, goods or services. They are divided
into short-term and long-term obligations.
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A-Current Liabilities: Ideally, analysts want to see that a company can
pay current liabilities, which are due within a year, with cash. Some
examples of short-term liabilities include payroll expenses and accounts
payable.
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B- Non-Current (Long-Term) Liabilities: Considering the name, it’s
quite obvious that any liability that is not near-term falls under non-current
liabilities, expected to be paid in 12 months or more. include long-term
debt (e.g., bonds payable, long-term notes payable.
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3- Owner equity: is essentially the owner's rights to the assets of the
business. It is what remains for the owner after subtracting all obligations
from the assets and includes capital, retained earnings.
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If you look at the company’s balance sheet, it follows a basic accounting
equation:
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Financial statement trade company in 31/12

Assets J ) Liabilities+ Owner’s
Equity
Current Assets A gxiall J gl Current Liabilities A gaiall iy gllaal)
Cash a3l) Short Term Loans Ja¥) 5yl g B
Debtors O sl Creditors sl
Bank < padl Accounts payable adall 4
Inventory 055l
Total Current Assets | 4 ghuiall Jga¥) £ saa Total Current Sl sllaall Jlea)
Liabilities PPN
Fixed Assets ALY J ga) Long Term Labilities | JaY¥ alsh <l sllae




Lands ==Y Long Term Loans JaY sk a5
Buildings Sl Long Term Bonds Jda¥) dly sk Calais
Machinery and Cilasa 5 Y] Long Term Accounts | da¥)alsh a8all 48,
Equipment payable
Total Fixed Assets | A4l Jsa¥) £ sana Total Long-term | 4l sk culy sthaall Jlaa)
Labilities Ja¥)
Total Labilities <L glhall el
Intangible Assets L galal) e J sV Owners’ Equity Aglall (568a
Goodwill o] Capital T ol
Copyrights Pl s callill (3 gaa Retained Earnings 3 jaiaall ~ LY
Total Intangible 4 galall J 92l £ sa2a | Total Owners’ Equity | 4sSball (3géa Aas)
Assets
Total Assets Joa¥l £ gaa Total Labilities and <l glhaall Alaa)
Owners’ Equity Asldl gg8ag

Example (2): The following data is extracted from the books of MOHAMMED’S
Company for the year 2018 (amounts in dinars):

Cash 11000, Machinery and equipment 4000, Short Term Loans 7000,
Debtors 7000, Long Term Bonds 8000, Lands 10000, Accounts payable
7000, Retained Earnings 10000, Inventory 100000, Capital 100000,
Buildings 22000, Copyrights 4000, Accounts receivable 9000, Goodwill
4000, Long Term Accounts payable 22000, Bank 10000, Long Term Loans
12000, Creditors 6000,

Required: Prepare the Financial Statement for the year ended 31/12 /2018.

ZAHRAA'’S Company Financial Statement for the year ended 31/12 /2018

Assets Liabilities+
Owner’s Equity
Current Current
Assets Liabilities
Cash 11000 Short Term 7000
Loans
Debtors 7000 Creditors 6000
Bank 10000 Accounts payable | 7000
Inventory | 100000
Total 128000 | Total Current 20000
Current Liabilities
Assets




Fixed Assets

Long Term

Labilities
Lands 10000 Long Term Loans | 12000
Buildings 22000 Long Term 8000
Bonds
Machinery 4000 Long Term 22000
and Accounts payable
Equipment
Total Fixed 36000 | Total Long-term 42000
Assets Labilities
Total Labilities 62000
Intangible Owners’ Equity
Assets
Goodwill 4000 Capital 100000
Copyrights 4000 Retained 10000
Earnings
Total 8000 Total Owners’ 110000
Intangible Equity
Assets
Total Assets 172000 | Total Labilities 172000

and Owners’
Equity

Cash Flow Statement
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If you're considering investing in a company and are still unsure about
making a decision, or if you're afraid to invest your money in a company's
stock before you're certain of the profit potential, you need to review the
company's cash flow statement to gain a clear understanding of its financial

position.

Reviewing the cash flow statement helps you assess the company's
financial position and accurately understand the results of its activities over

a specific period of time.

This helps identify the company's strengths and weaknesses, thus
facilitating the decision-making process. However, first, we must
understand the concept of a company's cash flow statement.
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The Statement of Cash Flows is a financial statement that shows the cash
flows into and out of a company as a result of the economic, operational,
and financing activities and investments undertaken by the organization
during a specific period of the fiscal year, thereby illustrating the
company's financial position.
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The statement of cash flows consists of all the elements that represent
cash inflows or cash outflows for each of the main activities carried
out by the economic unit during the financial period for which it was
prepared, related to: Operational, investment and financing activities,
as follows:
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1-Operational activities

This section of the cash flow statement acquires special importance,
as operating activities are the most important revenue-producing
activity in the economic unit, so the operating activities here will
include the monetary effects of the operations that are included in
determining the net income during the financial period. We market
them as an example:



a- Cash receipts and payments resulting from the sale and purchase
of goods or the provision of services.

b- Cash receipts from commissions and other income.
c- Cash payments to employees and workers.
d- Cash payments of interest and taxes.
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2-Investment activities

Investment activities include the monetary effects of operations
related to the resources and property of the economic unit used to
generate revenue and income during the financial period or in the
future. The following are examples of operations:

a. Cash payments for the purchase of tangible and intangible fixed
assets and other long-term assets;

b. Cash payments in the form of advances and loans, and those paid
for the acquisition of investments.

c. Cash receipts arising from the sale of investments, and the
collection of loans and advances.

d. Cash receipts arising from the sale of tangible and intangible fixed
assets and other long-term assets.
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3-Financing Activities

Financing activities include all cash inflows and outflows for an
economic unit related to internal sources of financing (equity) and
external sources of financing (liabilities). Examples of financing
activities are:

a-Cash receipts from issuing new shares or new bonds.

b- Cash receipts arising from obtaining short or long-term financial
loans.

c-Cash payments for loans or bonds arranged on the economic unit.

d-Cash dividends to the shareholders of the economic unit.
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