Year 11 – Unit 3 Business Finance


Balance Sheets

A balance sheet is a list of all the assets and all the liabilities.
Assets are things that the business owns e.g. buildings, equipment, stock, cash in the bank, money owed to them

Liabilities are things that the business owes e.g. loans, overdraft, suppliers on credit, shareholders.

It is called a balance sheet because the total assets must equal the total liabilities

Design of the balance sheet

The assets and liabilities are split into two sub headings

Fixed assets


Last for several years. 

They are expensive and can be resold

Current assets

Value is temporary and may change daily

Current Liabilities

Value is temporary and may change daily

Capital & Reserves
Amount of money borrowed long term to start up the business

 - Share capital
Amount of shares sold (pay dividend to)

 - Reserves
Profit retained to reinvest in the business (still shareholders money)

 - Profit & Loss
Net profit figure from the P&L account

Asset or liability?

Are the following assets or liabilities?

Stock (A)
Equipment (A)

Debtors (A)

Premises (A)
Share Capital (L)

Money in bank (A)

Creditors (L)
Computers (A)

Reserves (L) 

Bank Loan (L)
Machinery (A)

Overdraft (L)

Calculations for balance sheet

ASSETS

Fixed Assets

 - Buildings



£50,000

 - Equipment



£25,000

Total Fixed Assets



£75,000
Current Assets

 - Stock



£30,000

 - Debtors



£20,000

 - Cash at bank



£10,000

Total Current Assets



£60,000
LIABILITIES

Current Liabilities

 - Creditors falling in 1yr



(£15,000)

Net Current assets/liabilities


£45,000

Total Assets – Current Liabilities

£120,000 (75000+60000-15000)

Capital and Reserves

 - Share capital




£150,000

 - Reserves





£30,000

 - Profit and Loss Account


£10,000

Shareholders Funds



£120,000
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