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How to build a reserve to face the risks of the accounting impact
of applying the Egyptian Accounting Standard No. (47) “financial
instruments” in the financial statements of the entities that engage
in non-banking financial activities - a case study by applying to
the Regional Institution for Development and Enterprises in
Sohag as one of the entities operating in microfinance activity in
the Republic of Egypt Arabic

Introduction

After the issuance of the Egyptian Accounting Standard No. (47) in Egypt, it
was natural for the entities that engage in non-bank financial activities to face
difficulties regarding applying the standard, especially regarding showing the
accounting impact of applying the standard in the periodic and annual financial
statements.

In April 2019, the Egyptian Standard No. (47) was issued, which contains
many variables related to the classification and measurement of financial assets
between fair value and amortized cost measurement. In addition, the
development of a model for expected credit losses (ECL), and it requires
calculating provisions for expected debts before they occur, which will have an
impact on the measurement of credit risk, in addition to the variables introduced
by the standard on hedge accounting.

The problem of the study
The problem of the study is that so far there is no local model that

regulates the various aspects of measurement and disclosure of the composition
of a reserve to face the risks of the accounting impact of the application of the
Egyptian Accounting Standard No. (47) “financial instruments” in the financial
statements of non-governmental organizations and institutions operating in
microfinance activity in Egypt.
The objectives of the study

The study aims to apply a model that enables the Regional Institution for
Development and Enterprises in Sohag, as one of the institutions and non-
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governmental organizations operating in the activity of microfinance category
(A) in the Arab Republic of Egypt, to build a reserve to face the risks of
accounting impact for the application of the Egyptian Accounting Standard No.
(47) “financial instruments” in the financial statements.
Methodology

The methodology is determined in the light of the study objectives and the
questions that the study is trying to answer. It is represented in:
Theoretical study: through the inductive approach.
Case study: by applying the proposed model to the financial statements of the
Regional Institution for Development and Enterprises in Sohag on December
31, 2021.
Results

At the level of the case study by applying the expected credit loss (ECL)

model for microfinance activity at the end of the financial year 2021 to build a
reserve to face the risks of accounting impact for the application of Standard
No. (47) for the whole year from January 1, 2021 until December 31, 2021 to
the Regional Institution For development and Enterprises in Sohag, the study
found the development of the content of the institution's financial statements by
adjusting the balance of microfinance clients in the statement of financial
position.
The recommendations of the study
The necessity of working to meet the need of the Egyptian environment for
measurement and disclosure of the formation of a reserve to face the risks of
the accounting impact of applying the Egyptian Accounting Standard No. (47)
"Financial Instruments” in the financial statements of the entities operating in
the microfinance activity.
The researcher recommends that the Regional Institution for Development and
Enterprises in Sohag to apply the model in the periodic and annual financial
statements of microfinance activity after the date of preparing the study, starting
from the periodic financial statements on March 31.
The necessity of doubling the research efforts that deal with measurement and
disclosure in light of the Egyptian Accounting Standard No. (47).
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