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 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	Please insert your completed assignment ( in word format)  here:


1. What is Balance Sheet? Identify and explain any two purposes of a 'Balance Sheet'.

       The accounting balance sheet is one of the major financial statements used by accountants and business owners. The balance sheet is also referred to as the statement of financial position. It presents a company's financial position at the end of a specified date, being described as a "snapshot" of the company's financial position at a point in time.
       The Balance Sheet sums up the economic resources (assets), obligations (debts and other long-term liabilities) and the owners’ capital at a particular point of time. It also shows how the economic resources contributed by lenders and shareholders are used in the business. This statement is called a “balance sheet” because at any given time, assets must equal liabilities plus capital, in other words, be in balance.
       Balance sheets, along with other financial statements, contribute towards a very important and sophisticated financial analysis of the business. It not only gives a picture of the firm’s flexibility, liquidity, and leverage,  a comparison of balance sheets from different accounting periods also allows restructuring and important decision-making.

1. Distinguish between fixed and current assets and describe current ratio.

         Fixed and current assets are recorded on a balance sheet, which is a statement showing the worth of a company at a certain point in time. The balance sheet shows the company's spending habits and inventory compared to its income. This helps the company determine where to cut back expenses and how to plan future budgets.
        Fixed assets are long-term, tangible assets such as land, equipment, buildings, furniture and vehicles. Fixed assets are parts of the company that help with production and are components that last over time in the company. They are physical assets that can be seen. They are not used for liquidation purposes to contain debt within a business or cashed out in any way to aid a business financially.
        Current assets are the general inventory of a company, including cash, accounts receivable, insurance claims, investments, and intangible or non-physical items. Current assets account for the worth of a company, showing the earnings-to-debt ratio by the year's end. Each current asset has the ability to be cashed out to financially help the business or liquidated to save the company from debt or bankruptcy.
        The current ratio is a liquidity ratio that measures a company's ability to pay short-term and long-term obligations. The current ratio considers the current total assets of a company, both liquid and illiquid, relative to that company’s current total liabilities. The current ratio is called “current” because, unlike some other liquidity ratios, it incorporates all current assets and liabilities, being also known as the working capital ratio.
         Current Ratio = Current Assets / Current Liabilities

1. What do you understand from the following equation?
Assets = Liabilities + Net Worth

      A balance sheet shows the assets, liabilities, and net worth of an individual or entity at a given point in time, being a statement of financial position on a specific date.
      Assets are items that are owned and have value. Assets would include cash, investments, money that is owed to the person or entity (accounts receivable), inventory of items for sale, supplies, pre-paid expenses, land, land improvements (buildings), equipment, etc.
Liabilities are obligations or items that are owed to others, the accounting opposite of assets. They would include accounts payable, accrued interest and principle on bonds issued, accrued interest and principal on mortgages outstanding, etc.
Net worth is the total assets minus total liabilities of an individual or entity. Net worth may also be referred to as book value or owner’s (stockholders) equity.  In other words, net worth is the accounting value of an individual or entity if all assets were sold and liabilities were paid in full on a specific date.
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