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Marking Criteria:
 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. 
	
What is Balance Sheet? Identify and explain any two purposes of a 'Balance Sheet ?
Financial statements such as balance sheets and income statements provide an overview of your business’s financial health. Banks, investors, employees and anyone else interested in a company can review these reports and see how much money is coming into and going out of the business, the types of expenses the business has, and whether or not the business is profitable. If you apply for a business loan or ask others to invest in your company, you’ll need a balance sheet and income statement to prove you’re a good investment risk. Balance sheets and income statements can also help you track the success of your business and spot potential problems
Balance Sheets ;
A balance sheet shows your business’s assets, liabilities and shareholder equity at a specific moment. An asset is anything that has value, such as equipment, real estate or cash in your bank account. Liabilities are money you owe others, such as a mortgage on property and the balance of loans and debts to suppliers. Accrued taxes and payroll that you owe are also liabilities. Equity is the difference between the assets and liabilities – what would be leftover to repay original investors. In the case of a sole proprietorship, the equity would be the amount you, the owner, would receive if you sold all your assets and paid all your liabilities.
Purpose
Banks want to see balance sheets and income statements to determine if you’re earning enough to repay the loan you’re requesting. If you want to open an account with a vendor, they may ask to see these financial statements to verify that you’re making a profit, so the vendor is less likely to stuck with unpaid bills. Balance sheets and income statements can highlight trouble areas, such as chronic late payment fees for bills, or back taxes that you owe. If the income statement shows a high rate of returns, this could point to problems with your product that need to be addressed. While an occasional loss, especially in the early days of a business, may not be a concern, a string of losses after a period of profitability may mean you’re digging a financial hole you can’t climb out of without making drastic changes. A financial adviser or business mentor can review your financial statements with you and help you make wise decisions for your business.
Considerations
Financial statements such as balance sheets and income statements are part of a whole package of documents you and investors can use to learn about a business. All the statements should be reviewed together, along with all related footnotes and the Management’s Discussion and Analysis section, in which company managers highlight industry trends and other information specific to their business which have affected or will affect company performance. All this information taken together can give you a more complete picture of a company’s current financial health and potential future performance.
Distinguish between fixed and current assets and describe current ratio.
The current ratio is a financial ratio that investors and analysts use to examine the liquidity of a company and its ability to pay short-term liabilities (debt and payables) with its short-term assets (cash, inventory, receivables). The current ratio is calculated by dividing current assets by current liabilities.
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.
What do you understand from the following equation?    (Assets = Liabilities + Net Worth

Overview ;

Assets liabilities net worth are part of language of finance , as such it is important to understand both their composition and how they fit together short definition appear below followed  by example :
Assets :
Assets are economic resource that have expected future benefits to the business ,in other words assets are what the organizations owns and or controls 
Liabilities  ;
Liabilities are outsider claims consisting of economic obligations, or debts, payable to outsider , thus liabilities are what the organizations owns ,and the outsider to whom the debts are due are creditors of the business 
   
New worth ;
Insider claims are also knows as owner equity or net worth these claims held by owners of the business an owner has claim the entity assets because he or she invested in the business . no matter what terms used the sum of the these claims reflect the what the business is worth , net os liabilities thus net worth 
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