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Good financial management

is critical to the success of any
business. Without it, a business can
be set for failure from the start. It's
not a lack of customers or products
that will destroy a business —it's a
lack of cash. Therefore, financial
decisions made at an early stage
can be the most important, as
well as the most difficult ones. The
ability to have the right finances in
place and plan financial matters
effectively can help a business
grow and adapt fo a changing
economic environment.

Some research insights about SME’s
financial management indicates
that:

e Only 20% seek advice before
applying for a loan

e Only 1in 3 has a business plan

e 15% didn't apply for finance
despite wanting it

e 4 out of 5 financial decision
makers have no formal fraining
in financial matters

e Only 25% of small businesses
consider themselves strong at
accessing external finance



What is Finance?

The terms finance and accounting
are used inferchangeably,

and while the two concepts
complement each other,
understanding the difference
between the two is very vital.
Accounting deals with the day-fo-
day flow of money whether inside
or outside a company, whereas
finance is a broader term that
includes the management of assets
and liabilities and the planning of
future growth.

Cash flow problems and
mismanaged finances are major
causes of business failure. Some
companies fail to plan properly,
while others set their targets too
high or low. Some do not keep track
of costs, and others fail to follow up
with payments. Neglecting any of
these activities, or not tracking them
accurately, could put a business in
serious financial tfrouble, ultimately
resulting in business bankruptcy.

Hence, a small business can
maximize its chances of success

by being aware of the common
pitfalls that usually land the
business in tfrouble. Having financial
knowledge will allow

a business to manage its finances
carefully and keep a close eye

on its cash flow. Taking sensible,
practical steps in this toolkit will
assist entrepreneurs in controlling
spending and growing the business
without taking excessive financial
risks and even surviving a crisis such
as COVID 19.
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What is Financial
Management?

Financial Management means
planning, organizing, directing and
controlling the financial activities
such as planning, procurement,
utilization and reviewing of

funds of the business. It involves

the application of general
management principles to financial
resources for the business.

So why do an SME need a good
Financial Management?

e To plan a sound capital
structure that maintain a
balance between debt and
equity capital whether short
term or midterm.

e To ensure regular and
adequate supply of funds or
cash to the business.

e To ensure optimum funds
utilization. Funds should be
utilized in the maximum
possible way at the lowest
cost.

e To manage risks and seize
opportunities to achieve an
adequate rate of returns.

e To achieve business
sustainability

e To meet legal and taxes
requirements

Financial
Terminology

Let’s explore some accounting and
financial terms:

Revenue is the money a business
earns from a customer in exchange
of delivering a service or selling

a product. It is calculated based
on the sum of invoices issued to
customers in a certain period (day,
month, quarter, year)

Examples of Revenue

For a government, revenue is the
money received from taxation, fees,
fines, infer-governmental grants or
transfers, securities sales, mineral

or resource rights, as well as any
property sales made.



For non-profits, revenues are its
gross receipfts. Its components
include donations from individuals,
foundations, and companies;
grants from government entities;
investments; fundraising activities;
and membership fees.

For real estate investment company,

revenue refers to the income
generated by a property, such as
rent, parking fees, sale of property,
etc.

Costs refers to any expense incurred
by the company precisely to
generate arevenue. For SME’s, it is
usually classified as direct costs and
indirect costs. Direct Costs refers

to any expense related directly

to the production of a product
such as raw materials, factory
expenses, packaging, etc. On the
other hand, indirect costs refers

to administrative, marketing, and
general expenses relevant to the

overall management of the business

such as salaries, advertisements,
stationary, canteen, etc. All these
costs are calculated based on the
sum of invoices issued by suppliers
and service providers to the
company in a certain period (day,
month, quarter, year).

Assets in finance means a
resource owned or controlled

by an individual, corporation, or
government with the expectation
that it will generate a positive
economic benefit.

Examples of assets include:

e Current Assefs:

A. Cash and cash
equivalents

B. Accounts Receivable
C. Inventory
e Fixed Assets:
A. Investments
B.  PPE (Property, Plant, and
Equipment)
C. Vehicles
D.  Furniture
e Intangible asset:
A. Patents
B. License
C. Copy Rights

e liabilities refers to a financial
obligation of a company that
results in the company’s future
sacrifices of economic benefits
to other entities or businesses.
A liability can be an alternative
to equity as a source of a
company'’s financing.



Current Assets Operating Assets

SNV © Types ©
Fixed Assets

...............

Physical Existence
Tangible Assets | Intangible Assets

On a balance sheet, liabilities are
listed according to the fime when
the obligation is due:

e Current Liabilities:

Accounts payable: These
are the unpaid bills to
the company’s vendors.
Generally, accounts
payable are the largest
current liability for most
businesses.

Bank account overdrafts:
A type of short-term loan
provided by a bank when
the payment is processed
with insufficient funds
available in the bank
account.

Accrued expenses:
Expenses that have

#  of Asset
7 Classifications

Kl Non Operating
Assets

incurred but no supporting
documentation (e.g.,
invoice) has been received
or issued.

Short-term loans: Loans with
a maturity of one year or
less.

e |long-term Liabilities

Notes payable: The amount
of promissory notes with a
maturity of over one year
issued by a company.

Long-term debt: If a
company takes out a
mortgage or a long-term
debt, it records the face
value of the borrowed
principal amount as a
non-current liability on the
balance sheet.



Equity is defined as the value
attributable to the owners of
a business. The book value

of equity is calculated as the
difference between assets and
liabilities on the company’s
balance sheet, while the
market value of equity is
based on the current share
price (if public) or a value that
is determined by investors or
valuation professionails.

In reality, the value of equity

includes the following accounts:

Share capital
Contributed surplus
Retained earnings
Net income (loss)
Dividends

What are the
Three Financial
Statements?

The three financial statements
are: (1) the Income Statement, (2)
the Balance Sheet, and (3) the
Cash Flow Statement. These three
core statements are intricately

linked to each other including the
aforementioned terms to give @
summary for the reader about the
financial status of the any company.
The reader might be an investor,
shareholder, financial analyst, bank,
client, governmental body or even
a taxation authority.

Those statements are prepared
based on certain accounting
principles and using double entry
booking. As an entrepreneur, you
don't need to understand all those
details or prepare the statements
yourself, you only need to have a
general knowledge of the terms
and be able to read and analyze
the information stated in each
statement to use it as a base for
decision making.

e Income Statement is a financial
statement that represents the
profitability of a business at
the end of a certain financial
period (month, quarter, year)
by providing a summary of
the revenues earned and
expenses incurred over the
specified period of time.



A great example of an income statement is the one issued by Amazon in 2020:

2017 2018 2019 2020
Year Ends SFEEN 312 BERAEEN 31712

Total Revenue 177,866 232,887 280,522 386,064

Direct Revenue 177,866 232,887 280,522 386,064

Other revenues - - =

Total Expenses 111,934 139,156 165,536 233,307
Gross Profit ) 65,932 3,73] 114,986 152,757
Total operating expenses 173,760 220,466 265,981 363,165

Selling / general / administrative expenses, total

Research and development

Depreciation / amortization

Interest Expenses (income) - net operating

Unusual Expenses (Income)

Other operating expenses, total (364) (584)
Earnings Before Interest and Taxes 14,541 22,899
Interest income (expenses), other non operating (557) (224)
Income (Loss) on the sale of assets - -
others, net (8) 1,503
Net income before taxes 13,976 24,178
Income Taxes 2,374 2,863
Net income after taxes 11,602 21,315
Minority share - -

Shares in subsidiaries (] 4)

Amendment to generally accepted account-
ing principles in the United States

Net income before irregular items
Total unusual items
Net income

All net income adjustments

Income available to shareholders excluding
exceptional items

Mitigation
Reduce net income

Diluted Equity Weighted Average

Adjusted earnings per share excluding
exceptional items

Dividends - Major Common Stock

Diluted normalization of earnings per share

Millions of USD except for per share information*



If we do a simple financial analysis
on Amazon's income statement,
we will realize that revenue growth
is 20% in 2019 and 38% in 2020,
while the explosive growth in
income is 17% in 2019 and 84% in
2020, translates into an increase

Growth In Revenue

Growth in Net Income

Return on Sales

in Return on Sales amounted to
6% in 2020 compared to 4% in
2019. Do noft forget that the global
COQOVID-19 crisis has positively
affected Amazon sales as a result
of quarantine conditions and the
increase in online purchases.

2019 2020

e Balance Sheet displays the
company'’s total assets and
how the assets are financed,
either through either debt
or equity. In contrast to
the income statement, it is
considered as a snapshot

Total Liabilities

Current Liabilities
+

Non-Current liabilities

for the company’s financial
position at a certain point

in time, which is usually the
end of a fiscal year. The
balance sheet is based on the
fundamental equation:

Assets = Liabilities + Equity.

Total Shareholders Equity
Share Capital
+

Retaines Earnings

Total Assets

Current Assets + Non-Current Assets




A great example of a balance sheet is the one issued by Amazon in 2020:

2017 2018 2019 2020
31/12 31/12 31/12 31/12

Total current assets 60,197 75,101 96,334 132,733
Cash and short term investments 30,986 41,250 55,021 84,396
Cash = - - 3
Short term investments 10,464 Ae100) 18,929 42,274
Total receivables, net 13,164 16,677 20,540 24,309
Accounts receivable - frade, net 13,164 16,677 20,540 24,309
16,047 17,174 20,497 23,795
Prepaid expenses - - - E
Other current assets, total = - 276 233
Total assets 131,310 162,648 225248 321,195
Real estate and equipment - net 48,866 61,797 97.846 150,667
Real Estate and Equipment - Total 68,573 95,770 144,821 211,101
Deduction of accumulated depreciation, total (19,707)  (33.973) (46.975) (60,434)
Goodwill, net 13,350 14,548 14,754 15,017
Intangible assets, net 7] 4110 4,049 4,981
Long term investments 415 518 679 CH200)
Bonds - long term B - .
Other long-term assets, Total 5111 6,574 11,586 14,597
Other assets, total = 2 - b

Year Ends

Total Inventory

Total current liabilities 57,883 68,391 87,812 126,385
Accounts Payables 34,616 38,192 47,183 72,539

Dues - B - i
Short term investments 11,949 4,161 31,132 42,983
Short term debt - - - 1
Capital lease contracts 6,221 9,502 1,307 1,155
Other current assets, total 5,097 6,536 8,190 9,708
Total Liabilities 103,601 119,099 163,188 227,791
Total long-term debt 37,926 39,787 40,509 49,876
Long-term debt 24,743 23,495 23,414 31,816
Capital leasing commitments 13,183 16,292 17,095 18,060
Deferred income taxes 990 1,490 = =
Non-controlling share - B - i
Other assets, total 6,802 9,431 34,867 51,530
Total Shareholders Equity 27,709 43,549 62,060 93,404
Preferred shares redeemable, total - - - 1
Preferred stock is non-redeemable, total - - - =
Common stock, total 5 5 ) )
Additional paid up capital 21,389 26,791 33,658 42,865
Retained earnings 8,636 19,625 31,220 52,551
Treasury Shares - General (1,837) (1,837) (1,837) (1,837)
ESOP - Debt Guarantee - - - 1
Unrealized profit (loss) (16) = - =
Other stocks, fotal (468) (1,035) (986) (180)
Total Liabilities and Shareholders Equity 131,310 162,648 225,248 321,195
Total outstanding ordinary shares 484 491 503
Total preferred stock outstanding

Millions of USD except for perhore information*




If we perform a simple financial
analysis on Amazon’s annual
Balance sheet, we will notfice a
growth of 38% for total current
assets and 43% for total fixed assets,
and linking this with the profit
growth achieved by the company,
it is clear that 2020 was a good year
for Amazon and used it to continue
investing in its operating assets and
expand its business.

e Cash flow statement reports
the cash generated and spent
during a specific period of
time (e.g., a month, quarter,
or year). The statement of
cash flows acts as a bridge
between the income
statement and balance sheet
by showing how money moved

Operating

Activities

Investing
Activities

Financing

Activities

in and out of the business. It
includes Three Sections:

Operating Activities: The
primary revenue-generating
activities of an organization
and other activities that are
not investing or financing; any
cash flows from current assets
and current liabilities.

Investing Activities: Any cash
flows from the acquisition and
disposal of long-term assets
and other investments not
included in cash equivalents

Financing Activities: Any cash
flows that result in changes in
the size and composition of
the contributed equity capital
or borrowings of the entity (i.e.,
bonds, stock, dividends)

®
: Statement
© of Cash
'.@ Flows



A great example of a Cash flow statement is the one issued by Amazon in 2020:

Year Ends 2017 2018 2019 2020
31/12 31/12 31/12 31/12

Net revenue / profit before tax 3,033 10,073 11,588 21,331

Cashflow from operational activities 18,365 30,723 38,514 66,064

Depreciation 11,478 15,341 21,789 25,251

Depreciation - Total - - -

Deferred taxes

Non-monetary items

Cash receipfts

Cash payments

Taxes Paid in cash

Interest paid in cash
Changes in working capital (242) (1,043) (2,438) 13,481

Cashflow from investment activities (27,084) (12,369) (24,281) (59.611)
Capital expenditures (11,955)  (13.427) (16,861)  (40,140)

Other items of cash flow invested, fotal (15,129) 1,058 (7,420) (19,471)
Cashflow from financing activities 9,928 (7.686)  (10,066) (1,104)
Financing cash flow components =

Total cash dividend payments -

Issuance (refirement) of shares, net -

Issuance (refirement) of debt, net (10,066)

Foreign exchange effects 70

Net cash change 4,237

Opening cash balance 31,855

Closing cash balance 36,092

free cashflow 21,653

Free cashflow growth
Free cashflow refurn

Millions of USD except for per share information*

If we perform a simple financial activities’ liquidity in 2020, due to
analysis on Amazon's cash flow Amazon’s aggressive investment
statement, we will notice a slight strategy as capital investments
growth in the net cash balance increased by 138%.

despite the 84% growth in operating



Purchasing
management

When you are a small company,
purchasing activity is performed
by very few employees and as an
ownher you are probably aware
of every purchase. However, as
the company grows from a few
employees to a large number of
employees or to multiple locations,
this approach doesn't work and

it will cause lots of ambiguity and
even unethical behaviors.

Therefore, having a purchasing
policy from the beginning allows
you to set a standard set of
guidelines among big number

of employees or across different
locations. As you scale the
operations, you can update the
purchasing policy to accommodate
any specific requirements. Also, by
setting up a purchasing policy, you
are letting employees know about
the role of purchasing and how to
engage with purchasing.

Purchasing policy is not just

for your employees but it also
provides standard guidelines for
your suppliers on how to engage

with your company. If there is no
purchasing policy, there are no
guidelines for your suppliers, hence,
it is not clear for them what is
acceptable and what is not.

Now in order to set a purchasing
policy, please refer to Appendix |
at the end of this toolkit. You could
consult with your accountant to
amend this template according
to your company’s requirements.
Then share the first version of the
policy with your employees who
are involved in purchasing, and
conduct a meeting to discuss it.
Listen carefully to their input and
amend the policy as suitable then
share the final version with your
employees to start purchasing
accordingly. To have an effective
purchasing process, it is very crucial
that you as an owner or general
manager stick to this policy and
play the role model for everyone.

000



Budgeting

Based on the concept of limited
resources, it is common for
companies to create budgets to
allocate their incomes or capital
efficiently. It is a planning tool
that helps you execute your long
term strategic plan by forecasting
annual revenues and expenses,
which eases the planning for
future expenses and the efficient
allocation of resources for a certain
period.

The budgeting process should be
preceded by having a long term
strategic plan and establishing
annual SMART Goals. Then, @

set of assumptions, including

the economic outlook, industry
trend, sales trend, relationship with

suppliers and distributors, should

be reviewed. Based on these
assumptions, sales budgets can

be developed, which allows the
company to forecast its future cash
flows. Combining the information
of future cash flows, historical
expenses, assumptions of future
trends, and business strategies,
companies can budget their
expenses.

If a company realizes that it will not
be able fo cover its expenses with
future cash flows, it might need to
consider borrowing and budget
the interest expenses or increase its
capital by having new partners.

Let's have an example of the steps
that you go through to turn your
strategic plan into budget and
targets:



One of your long term
goals that are stated

in your strategic 5-year
plan is fo achieve a 10%
market share.

This should be translated
info annual SMART goal
to increase your sales by
20% in the first year of
executing the strategic
plan.

The tactics that your
team agreed to apply
in order to achieve
such goal is to execute
a promotion and
marketing campaign,
study competitors’
prices, and source new
suppliers.

Those tactics should be
communicated with
Finance department
to be translated into
budgets as:

promotion and
marketing campaign will
increase your fixed cost

study competitors’ prices
will affect your pricing
strategy and quantities,
which will be reflected

in sales and inventory
budget

w

source new suppliers
would affect your direct
cost budget especially
if you managed to get
more competitive prices
for raw materials.

You have to set from the
beginning how are you
going to measure the
success or failure of your
tactics to determine the
achievement of your
annual goal. So in this
case, your measures
could be:

% increase in sales
No. of new customers

Average spending per
customer

Finally, along with your
team you should set
targets that you aim
to reach by the end

of a certain period.
The targets should be
quantifiable and time-
based, such as:

12% increase in sales

No. of new customers:
XXX person

Average spending per
customer: $ YYY



Competitive
Bidding

This section provides guidelines
for a company to submit its own

competitive offer to a government,

UN agency, or International NGO's
bids. The company should always
understand the requirements

and documents needed to be

a successful candidate. First of

all, the following terms should

be comprehended as they are
commonly used:

e Request for Quotation (RFQ)

An RFQ is an informal invitation

to submit a quotation, usually
associated with requirements
having an estimated procurement
value of under $25,000. Prices,

technical specification, statement
of commitment to certain
conditions, and other commercial
terms are requested and award

is made o the lowest priced
technically acceptable offer.

e Request for Proposal (RFP)

An RFP is a formal request to submit
a proposal, usually associated with
requirements for services, which
cannot be clearly or concisely
defined, with an estimated
procurement value of over $25,000.
Price is one of several factors
comprising the evaluation criteria.
Award is made to the qualified
bidder whose bid substantially
conforms to the requirement set
forth on the solicitation documents
and is evaluated to be the lowest
cost.



e Invitation to Bid (ITB)

An [TB is a formal invitation to submit
a bid, usually associated with
requirements that are clearly and
concisely defined and a specific
deadline for delivery is determined,
when an estimated procurement
value of over $25,000. Normally
price is the sole determinant in
making an award. Where all
technical criteria are met, award is
made to the lowest bidder.

e Public Openings

The Procurement Division conducts
formal openings of sealed bids

and proposals, and companies
having submitted offers may send
representatives to attend these
openings in client’s offices. In public
openings of BIDS, prices, ferms and
conditions offered are read aloud.
Only proposals who meet the terms
and conditions are accepted to the
next round, where technical offers
are studied carefully. After passing
all technical checks, qualified
suppliers move to the final stage
where prices and deadline of
delivery are compared.

Usually the following documents are
required when submitting a bid or
proposal:

e An updated commercial
registration

e Membership cerfificate in a
relevant chamber or syndicate

e Audited financial reports for
the past three years

e Company overview

e Company Bank account
information

e Organization chart and team
CV’s

e Previous projects or awarded
tenders

e Recommendation letters by
other clients

e Letfter of commitment, signed
and stamped

e Security Bond
e Technical offer
e Timetable

e Financial offer and terms

Therefore, the company should
always have those documents
updated and accessible to
employees in charge. A previous
registration or pre-qualification as
a supplier might also be required
in order to be invited to a bid. It

is highly recommended that the
company starts submitting RFQ’s
which usually have easy terms in
order to accumulate an accredited



history before moving towards other  delivery of milestones is a key

types. Also, a careful review of factor in acquiring future bids. In
legal and payment terms should addition, documentation of all
be conducted, as in most cases correspondences and submittals
a performance bond is required, whether electronic or printed will
and 10% of the contract value is reduce a lots of hassle with the
locked for one year. Keep in mind client.

that punctuality in deadlines and

The Entrepreneurship Journey

As an entrepreneur, your business would pass through four stages before
becoming a corporation. In each stage, financial management has a
critical role in the success and sustainability of the business to move forward
towards the next stage.



Pre Startup Stage:

In this stfage an entrepreneur should
research the market and assess the
potential demand for product or
service by developing a Business
Model Canvas. Each business
should also produce a business plan
incorporating financial forecasts
and investment requirements.

Startup Stage:

During the startup phase, an
entrepreneur spends fime meeting
people, forming the founding
team, coming up with new ways
to sell products or services and
consistently implementing new
ideas. At this point, the business
won't have many processes and
should be adjusting business
model to understand the value
proposition. Although it's an exciting
time, it's where most Startups fail
as employees are wearing many
hats and being underpaid. If that
lasts for long, they would leave for
a better opportunity. Also, cash
expenses are accumulating while
no enough revenue is earned

yet. In this stage, it is hard for the
entrepreneur to hire an accountant,
therefore s/he should record all

financial fransactions on a simple
excel sheet using cash basis
methodology (Received — Paid).

Small Business:

In this stage, business hardens

its position in the marketplace
and turn focus internally towards
team building and recruiting
higher-level people to run the
operations. An entrepreneur
spends time on activities that help
the company grow and identify
what barriers could inhibit such
growth. Investment in employees
is crucial to push them to take
more ownership of both internal
processes and client relationships.

A Small Business phase will require
official registration and further
investment either through investors
or debt. With investors, you give
up equity and gain advisors. With
debt, you retain all your equity
but will likely have to sign personal
guarantees with banks to secure
funding.

In this stage, the entrepreneur

must employ an accountant either
full time of part fime and use an
accounting software that is suitable



to the operations of the company. operations are relatively smooth

It could be an online accounting and people don't feel burned out
app such as Wave or FreshBooks anymore. Revenue is steady and
or it could be desktop app such predictable and the company
as Omega and Oracle Financials. understands its competitive

Also there are apps that support advantage. Now the company is
Arabic speakers such as Al Ameen, ready to expand to new markets
Medad ERP, Daftra, manager. or new products, but this should
i0, and Qoyod. There are many be preceded by establishing an
options in the market, therefore, accounting department with

the entrepreneur must consult a 3-5 personals while increasing
financial expert, understand the the financial digitalization of the

functionality of the software, how it operations by adding procurement,
fits the requirements of the business, Payroll and inventory management
try the software for some time, and components to the already installed

explore the possibility of adding or used accounting software. If
future components such as Payroll, the software does not meet the
procurement, and inventory. expansion needs and digitalization

requirements, this would be the best

Medium Business: time to invest in a new accounting

Now the business has a brand software and frain employees to
recognition, solid management use it.
team, clear policies and processes,


https://www.waveapps.com/
https://www.freshbooks.com/accounting-software/for-small-business
https://omega-accounting.com/
https://www.oracle.com/erp/what-is-financial-management-system/
http://www.syriansoft.com/page/?Id=12
https://www.medaderp.com/
https://www.daftra.com/?ref_id=124691
https://www.manager.io/ar
https://www.manager.io/ar
https://www.qoyod.com/ara/%D8%A7%D9%84%D8%A3%D8%B3%D8%B9%D8%A7%D8%B1/

Your Checklist

Pre Startup Stage

Have you spoken to a

qualified professional Have you developed
business advisor when a business plan and
developing your business financial forecasts?

and financial forecasts?

© ® © &

Do you understand the
Business Model and could
define the value proposition
clearly?

© ® © &

Have you developed a
marketing and product
development plan?

Have you attended an
Entrepreneurship support
program?

© ®




Startup Stage

Have you developed an HR How do you manage your
and management plan? day-to-day cash flow? (Paper
(organisationnel chart, mission, recording, digital recording,
vision, values, etc.) accounting software, financial
policy, etc.)

© ® © &

How do you monitor

Have you reviewed performance? Have you set
your business plan and SMART Goals for the company
updated it? and objectives for each

department/product/service?

© ® %0

Has your value proposition Have you reviewed your
changed? How? BMC and adjusted it?

© ® © ®




Small Business

do you have a person
responsible for chasing
customer payments?

9 E

Does your company
publish annual
financial statements?

@&

Do you compare your
budget with reported
performance?

®)

Is accessing finance
possible for you?

@ E

Does your business plan
and financial forecasts
reflect the next phase of
company growth?

@&

Have you established a
procedure for dealing
with late payments
from customers?

@&

Do you have a system
of budgeting sales and
expenses?

@ &

Does the business have
enough finance to meet
its needs?

@



Medium Business

Does the management
regularly review the risks the
business faces?

@&

Do you have a
procurement policy?

O &

Does the company
have a positive or
negative cashflow?

Is your finance team
managed by a
professionally qualified
accountant?

A

Is your company capable
of providing new services
or developing new
products?

QE

0

Are monthly management
accounts produced in time to
be useful in assessing the
performance of the business?

@ ®

Does the company have
enough human resources to
handle the operations of the

business?

0 ®

Could you expand to
other markets?

O

Does the business have
enough finance to meet its
expansion needs?

O



Dlglfqllzmg your
Finances

One of the most challenging
milestones that any small business
faces is expansion towards a
medium size company. This step
is very critical and requires lots

of business analysis and strategy
formulation, which relies on
information driven from the
company’s financial data.

Hence, the first step towards
conquering such milestone is the
digital recording and reporting of

financial transactions. In this toolkit,

we will elaborate on two cloud

accounting systems designed to
serve Small businesses, which is a
good starting point for improving

the financial management
capacity of the team. Nevertheless,
we still emphasize that with growing

needs of the business, it is evident
to hire an accountant and a more
sophisticated accounting system
must be utilized.

WAVE App: 'l wave

Wave is one of the most popular
free accounting software apps out
there. Wave offers an impressive
feature set, especially for a

free accounting program, with
thoughtful automations to save
your business time. With Wave, you'll
find strong invoicing, traditional
bookkeeping features, expense
tracking, and even tax support.

Small businesses will find all the
features they need to perform



without an accountant for basic
bookkeeping, including:

e A customizable chart of
accounts

e Bankreconciliation

e Journal entries

e A profit & loss report

e A balance sheet

e A cash flow report

Wave offers both accrual and
cash-basis accounting, which is

a very important option for small
businesses who are still operating
in the shadow market. It also offers
unlimited invoices and a large
number of fime-saving invoice
automations including:

e Recurring invoices
e Invoice scheduling

e Aufomatic time zone
calculations for invoice
scheduling

e Automatic invoice reminders
for late-paying customers

e Invoice status tracking

e Estimate to invoice conversion
Wave helps small business owners
track their expenses, which is

an important part of managing
business finances. To frack your

expenses in Wave, you can connect
to your bank account, import

bank statements, or manually add
expenses. Also, a basic CRM feature
is available by adding contact
information, such as name, billing
address, shipping address, phone
number, etc.

The inventory recording in Wave

is foo simple and is not enough

for stock management. This is

why Wave is recommended for
companies who sell services
rather than products. Wave offers
12 different reports to help you
manage your company’s finances
and operations. They cover
everything from accounting to sales
to taxes which is a critical feature
that enables you to conduct a
comprehensive business analysis.

LitePOS:

LitePOS provides small businesses
with all the necessary features

that concern management of
invoices, stock, inventory, shops,
item movement and more. An array
of reports, accounts management,
multi-orders processing, and other
features ensure that all changes
are tracked and synched on one



cloud system. LitePOS integrates
various payment methods to satisfy
all clients. Cash, debft, vouchers,
discounts, and gift cards options are
available and functional.

The Point of Sale interface is unique
to its users as they could customize
it and create custom product
categories, add items with their
relevant information and images,
rearrange them, and pin the

most important ones to the POS
dashboard for quick access.

LitePOS connects all the branches
of one company into one
centralized management system
that effectively achieves seamless
operation between the different
locations and tracks changes as
they happen in any shop.

LitePOS contains multiple invoice
types: sales, frade, return, purchase,
move, as well as input and output
invoices, to ensure that all types

of commercial fransactions
accounted for and covered in the
dashboard.

LitePOS offers Custom client lists,
account tracking and loyalty system
levels as it focuses on building

the bond between the client and
business. With this feature, the user
is able to categorize customers as
regular or VIP. In order to build a
long-term profitable relationship,
the user could launch a point
system, issue gift cards and special
vouchers.

Behavioral Reports are becoming
essential for any SME to understand
and track patterns. LitePOS assists
its user in doing so by collecting
purchase habits and analyzing

the connected shops’ data. It
determines the items the customers
are most interested in, their favorite
purchases, payment methods,
account balance, rewards, debt,
and all the other details that allows
the Business Owner to manage their
business efficiently and achieve
growth and sustainability.



Software Type
Language
Offer

Type of Sales
Size

Cost

CRM feature

Reports

Suitable for

Wave

Cloud System
English Only
Free Features
Services
5-10 Employees
Free for basic features
Basic

12 Reports

Marketing Agencies
Tech Startups
Consulting Firms

LitePOS

Cloud System
English & Arabic
Trial period
Products
1-10 Employees
Requires monthly subscription
Advanced

25 Reports

Supermarket
Wholesale and Retail
Restaurants
Electronics and Appliances




Appendix |

Purchasing template for

[Company Name]

Status: Draft

Created on: {Date}

Policy Owner: {Name of the policy owner}



1.The objective of
Purchasing Policy

The role of the purchasing policy
is fo define standard methods and
procedures for the Company XXX
to purchase products and services
from different vendors.

This policy covers all purchases

for the company including items
like raw materials, maintenance,
equipment, etc. Nonvendor
payments are defined as
exceptions in the policy and proper
procedures are defined to manage
these payments.

Compliance with this policy is
mandatory for all employees.
Noncompliance with this policy
could lead to action including
termination of employment.
The purchasing department is
responsible for maintaining and
implementing the processes
defined in this policy.

2.Role of
Purchasing
Department

The role of the purchasing
department is to help the company
XXX gets the best value for the
product and services we purchase,
reduce cost, reduce supply risk, and
enabling stakeholders to reach their
business goals.

The Purchasing department is
responsible for running the vendor
selection process by working

with different stakeholders. The
purchasing department would

be the main point of contact for
the suppliers during the vendor
evaluation and selection process.

Purchasing will coordinate the
activities, schedule, and scoring of
the vendor responses by working
with both internal and external
stakeholders



3.Vendor setup
and onboarding
process

All new vendors should be vetted
by the purchasing department
to ensure that they meet various
predefined criteria for vendor
selection.

If required, an evaluation should

be conducted by inviting multiple
vendors to bid and then selecting
the best value match vendor for the
company.

Please note that this process is
applicable to standard vendors.
There are exceptions that would
not be vetted by the purchasing
department. Those exceptions
include:

1. Taxes

2. Intferest and bank
payments

3. Government payments.

All vendor setup requests should be
sent to the Accounting department
with supporting documents such
as Purchase Request, Quotation,

Technical Specifications, etc. All
requests must be approved by

the immediate manager and the
approval should be attached to the
vendor setup request.

The Purchasing and Accounting
departments conduct an annual
evaluation of the performance of
approved suppliers according to
the following criteria, and those with
a low rating should be removed:

e Quality of product/service

e Prices and Payment Facilities
e Delivery time

e Reputation

e Warranty and technical
support

4.Contract signing
Authority

The contract signing authority

is defined based on the Total
Contract Value of the contract
being signed. Following is the

list of people who can sign the
client contract and their approval
authority based on the Total
Contract Value.



Title

Direct Manager

Purchasing Director

CFO

Signing Authority limit ($)

Up to $5,000
Up to $25,000
Up to $50,000

CEO

Greater than $50,000

Note: those are hypothetical numbers and could be amended according to size of operations

5.Purchasing
authority levels

Purchasing authority levels specify
what amount is authorized at what
level of the organization before
the payment can be made to

the supplier. This is applicable to
both purchase orders and other
expenses / Invoice payments
(without a purchase order).

All purchases must be approved
at the appropriate level based on
the total amount of the requisition.
The following matrix provides
authorization limits based on job
titles.

Title Approval limit ()

Up to $5.000
Up to $10,000
Up to $25,000

Manager
Sr. Manager

Director

CFO Up to $50,000

CEO Greater Th $50,000

é6.Delegation of
authority

Delegation of authority section
provides guidelines on how an
approver can delegate their
approval authority levels to
someone else.

A delegation of authority can

be temporary — for example, you
are going on vacation, or it could
be a permanent delegation of
authority, for example, an executive
permanently delegates the
approval authority to purchase

a certain material or dealing

with specific vendor to the direct
manager.

Method

One quotation
Three quotations
Three quotations

Request for Proposal Or Invitation to Bid
Public Openings




{Define your delegation process
and how your employees can
submit a delegation request and to
whom.}

/.Purchasing
process and
accepted norms

Requisition process

To purchase a product or service,
an employee need to submit a
requisition to senior management. A
requisition can be submitted using
an online purchasing system, an
email, or a printed form.

Approval process

Each requisition must be approved
or rejected as per the purchasing
authority levels defined in Section
5 based on estimated cost and
execution period.

Purchase order process

After the review, the purchasing
team will send the purchase order
to the vendor using the appropriate
communication channel.

8.Invoicing
process and
guidelines

This section outlines the process
which the vendors need to follow
to submit the invoices. The same is
applicable to internal users oo, in
case they need to submit a request
for payments or other invoices
where a purchase order is not
applicable.

In general, there are three
approaches to submit invoices:

1.  Sendift to an email
box. Having a simple
email makes it easy for
everyone to remember
the email address. When
your employees are
communicating with
your vendors, they can
ask them to send the
invoices to this email
address.

2. If you have an
e-invoicing solution, then
you want to encourage
your vendors to use the
e-invoicing solution to
submit the invoices.
There are many benefits



of e-invoicing, some of e Supplier Name
which we have covered
in different procure to
pAy use Cases.

e Client Name
e Date

3. The vendor might prefer e Description of goods or

to deliver it as printed services
copy. If you have a e Quantity
digital accounting e Price per unit

system, then scan the
invoice before archiving
it properly. e Signafure

e Tofal Amount

The invoice templet should include * Stamp

the following information:
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