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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. 
	Please insert your completed assignment ( in word format)  here:

Answers to the following questions:
1. Balance Sheet- contains the summarized information on a company’s assets, the things that it owns and liabilities and the debts it has. It is usually used by lenders, investors, creditors to estimate the liquidity of a business. It is also one of the fundamental of financial statements.
Two purposes of  Balance Sheet
a. To give users an idea of the company’s financial condition along with displaying what the company owns and owes- meaning it helps the business owners or investor easily get the financial strength and the capabilities of their businesses.
b. Allow the decision making of creditors to evaluate the company’s current situation and make changes as needed- meaning that it gives a key role to the creditor/bank decision whether they allow that particular company to have loans.
2. Distinguish of Fixed and Current Assets
Fixed Assets- known as “long-term assets” which are held by the company in the business with the intentions of continuing the use and not to be disposed in a short period of time. And it would usually last for more than a year. Examples of these are: Machinery, Building, and Furniture.
Current Assets- assets that can be converted to cash or consumed during the regular accounting cycle of a business in a short period of time. It is also easy to liquidate compared to the fixed assets. Examples of these are: Cash in hand, Cash at bank, and stock.
Current Ratio- it is a “liquidity ratio” that measures a firm’s or company’s ability to pay off its short-term liabilities with its current assets. It is also used as an indicator of a company’ liquidity to have a limited amount of time in order to raise the funds for these liabilities. In other words, the larger the amounts of current assets is, it is more easily to pay off current liabilities when they become due without selling off the long-term, revenue or generating assets. Formula of current ratio: Current Ratio= Current Assets/Current Liabilities.
3.The three components of Balance Sheet:
Assets- are items that are owned and have values to the company. It means assets put great generate income to the business. It is recorded on the debit side of the Balance Sheet. Now there are two main types of assets, the current assets which items consume for a short period of time and the non -current/fixed assets items that sustain for more than a year.
Liabilities- financial debt that arise either in the company or individual during the business operation. Liabilities also have two types the current and long-term payable. In short it means taking out money from your pocket it is recorded in the credit side of the balance sheet.
[bookmark: _GoBack]Net worth- the key to measure how much the entity’s individual is worth and helps to convey the overall financial position in the company. In some circumstances there’s also a possibilities to have a negative net worth, if the liabilities exceed the assets it’s either in the company or for the individual. The calculation of net worth is: Net worth= Assets-Liabilities. It is shown in Equity’s portion in the balance sheet.
 
 
.

   


    








	




Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	[image: C:\Users\Emily\Downloads\WhatsApp Image 2016-11-19 at 3.54.14 PM.jpeg]
	Date
	February 7 ,2017




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	







image2.jpeg




image1.png
ﬁ
o R




