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The Balance Sheet
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Balance Sheet :It also referred to as the statement of financial position.

It reports assets, liabilities, and owners' equity of a business enterprise

at specific point on time.
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Usefulness of Balance sheet

By providing information on assets, liabilities and owners’ equity, the
balance sheet provides:

a. A basis for computing rates and evaluating the capital structure of the
company.

b. Analysis information in the balance sheet is using to assess company's
risk.

c. It will help to predict of the future cash flow.
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Format of balance sheet

There are two forms that are used of presenting a classified balance
sheet items.

First one called account form which it lists assets, by sections on the left
side and liabilities and stock holders' equity, equity by sections on the
right side.

The second form called report form; it lists assets sections above
liabilities, and stock holders' equity in same page.

The following form illustrates the balance sheet presentation by using
report form :
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The key to understanding a balance sheet is the simple formula:
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Assets = Liabilities + Owner’s equity

1- Assets.
(A) Current Assets: current assets include cash and other assets that are

reasonably expected to be converted to cash or consumed with in the
coming year, or within the normal operation cycle of the business if
that's longer than one year. For example, cash and cash equivalents,
short-term investment, Accounts receivables Note Receivables
inventories, prepaid expenses, Accrued revenues.
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(B) Tangible assets (Fixed Assets): The common characteristics these
assets shave are that they are tangibles long lived and used in the
operations of the business example. Plant and equipment, furniture’s,
cars building Land.

o Jsa¥l oda Lilas 3l A< il (ailiadl) o (A5 J sa¥l) 4 galall J sa¥) ()
(Dhara s e 4y ladll Jlee V) Jlie clilee A aadind s el Al sl A sala gl L
u&)i Coia )l &l

(C) Intangible assets: Some assets used in the operations of business
have no physical substance. Example of these, patent, good will, copy
right.
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2- Liabilities

(A) Current Liabilities: Current liabilities are those obligations that are
expected to be satisfied through the use of current assets or the creation
of other current Liabilities, for ex. Account payable, Note payable,
unearned revenues, Accrued expenses.
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(B) Long — term Liabilities: Long—term liabilities are obligations that
will not be satisfied in the next year or operating cycles whichever is
longer. Example loan long—term, Bond long—term.
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3- Shareholder's Equity:

The owner's equity is simply a residual amount derived by subtracting
liabilities form assets. The shareholders equity consist of common stock
paid in capital, retained earnings. Preferred stock, treasury stock.
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The following form illustrates the balance sheet presentation by using
report form:
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Assets (J sa¥!)

Current Assets (4 slaiall J sa¥))
Cash On Hand XXX (b as)
Cash in Bank XXX (Clull asi)

Accounts Receivable (Debtors)

allowance for doubtful account

Merchandise Inventory
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Prepaid Expenses'

Accrued revenues XXX (Asiue Gl )
Notes Receivable XXX (o=l 5 ,3)

Short-term investment

Total Current Assets XXX (A slaid) J pat) leal)

XXX (Loia de e Ciy jlina)

XXX (Ja¥) 3 juad Ol L)

Fixed Assets (4 jliall e J5aVl)
Tangible Assets (4 salall J oaV))

Land

Building

Long-term investment
Equipment

Property and Plant

Intangible Assets (& solall y& J pa¥))

Good will
Trademark
Authoring and propagation
Licenses
patent
Total Fixed Assets (4 liall jue JpaV¥l Jlal)

Total Assets (J =Y Jeal)

Liabilities (b slhall)

Current Liabilities (& xi) <l gLkl

Accounts payables (creditors)

Short-term loans

Accrued expensesii)

Deferred Revenues

XXX (=l oY)
XXX ()
XXX (Ja¥) Al 5ha ol jlaiul)

XXX (Claxall)

less: (Accumulated depreciation-equipment)®  (XX)

XXX (YY) clshiagdl)

XXX (daall 3 )

XXX (Aladll 4adlall)

XXX (sl 5 il

XXX (ol i)

XXX (E\Jj_.;‘ji B;HJT')
XXX

XXX

XXX (0520l

XXX(J2Y) 3 j0a8 (5 5)
XXX (Ainiise Cild 5 juna)
XXX (Leaie daliise cilal )
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Notes payable

Total Current Liabilities (4 5lxiall b slhall Jlaal)

Non- Current Liabilities (4 il e b lhall)

Long-term loans
Bonds

Non- Current Liabilities (U aidl je <l slhall)

Total Liabilities (2l sladll laal)

Owner's Equity (ASL)) (3 53s)

Common Stock
Preferred stock
Treasury Stock

XXX (Cj_ﬂ\ 5\_”\)
XXX

XXX (da¥) dlysha (a5 3)
XXX (ol
XXX

XXX

XXX (Al agusY)
XXX (3 )lall agas¥)
XXX (A3l agul)

Reserves XXX (Sllslaisyl)

Additional paid in capital XXX () (sl 3 530e)

Returned earning XXX (3a3sall ~LyYY)
Total Owner’'s Equity (ASLall 3 58a lesl) XXX
Total Liabilities and Equity (ASlall (358~ 5 <l slhaall leal) XXX
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Ex1; Presented below is selected information related to Flanagan
Company at December 31, 2010. Flanagan reports financial information
monthly.

P35 2010 stem 31 b Flanagan 38 daleie 5 jlie Clasbee Gl Les ¢l
Led Akl @ile sl=all Flanagan

Office Equipment  $10.000 Utilities Expense $ 4,000
Cash 8.000 Accounts Recervable 9,000
Services Revenue 36,000 Wages Expense 7,000
Rent Expense 11,000 Notes Payable 16,500
Accounts Payable 2,000 Drawings 5,000

(a) Determine the total assets of Flanagan Company at December 31, 2010.

(b) Determine the net income that Flanagan Company reported for December
2010.

(¢) Determine the owner’s equity of Flanagan Company at December 31, 2010.

Solution:

A. The total assets are $27,000, comprised of Cash $8,000, Accounts
Receivable $9,000, and Office Equipment $10,000.

B. Net income is $14,000, computed as follows:
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Revenues

Services revenue $36,000

Expenses
Rent expense $11,000

Wages expense 7,000

Utilities expense 4,000

Total expenses (22.000)
Net income $14.000

(c) The ending owner’s equity of Flanagan Company is $8,500. By
rewriting the accounting equation, we can compute owner’s equity as
assets minus liabilities, as follows:

AuSsale) JYA e . )Y 528500 Flanaganis yé 4 Sledl) clllall 48k (3 gia alis ()
Slo casadll leia K g jhe JgalS Gl 480 3gin laa LiSay dhpudaa) Aotaal)

: ) sl
Total assets [as computed in (a)] $27.000
Less: Liabilities

Notes payable $16,500

Accounts payable 2,000 (18.500)

Owner’s equity $ 8,500




A A pal! _dawlonal! ound _dmolond! Judiuwad| A4S _ 1SS! dpslons _ yaler Jguuyllibas dazxa .0
Example2: The following is a post—closing trial balance for the ABC

company at Dec.31, 2002 at and of company fiscal year.

32002 a3 31 3 ABC 4S5l (30 Y) aey Ll Gl yall () 330 58 b e JUie
AS a0 AL )

Account title Debit
Cash 80000
A/R 200000
Allowance for uncollectible accounts -
Inventories 300000
Prepaid expenses 300000
Note Receivables (due in one month) 60000
Investment 50000
land 120000
Buildings 550000
Machinery 500000
Accumulated depreciation—buildings and machinery
Patent (net of amortization) 50000
Alp

Salaries payable

Interest payable
Note payable
Bonds payable (due in 10 years)
Common stock
Retained earnings
1940000

Solution:

Credit

20000

45000

170000
40000
10000
100000
500000
400000
250000
1940000
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ABC Company
Balance Sheet
AtDec. 31,2012

Current assets :

Cash 80000

A/R 200000

- allowance for uncollectible amount (20000}
180000

Note Receivable 60000

Inventory 300000

Prepaid expenses 30000

Total current assets 650000

Investment 50000

Fixed Assets

Land 120000

Buildings 550000

Machinery 500000

Acc dep (450000)

Net Fixed assets 720000

Intangible assets:

patent 50000

Total assets 1470000

EX1: Presented below is the adjusted trial balance of Baghdad Company,
Balances as of December 31, 2021. (All amount in Iraqi Dinner)

Cash ID 63000, Accounts receivable 35000, Building 210000, Note payable
150000, capital 100000, retained earnings 38000, dividends declared 10000, sales

Current liabilities

A/P 170000
Salaries payable 40000
Interest payable 10000
Total current Liabilities 220000
Long — term liabilities:

Note payable 100000
Bond payable 500000

Total long —term Liabilities 600000
Shareholder's equity:

Commaon stock 400000
Retained earnings 250000

Total shareholder's equity 650000

Total liabilities and shareholder 1470000

195000, interest revenue 17000, cost of goods sold 47000, salaries expense 25000,

depreciation expense- building 10000, accumulated depreciation- Building 20000,

income tax expense 43000.

Required: Prepare the following financial statements

1 -Income statement for the year ended 31/12/ 2021.
3- Balance Sheet as on 31/12/2021.
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EX2: The following balances accounts for the year ended 31/12/2020.

Cash 15000

Bank 25000

Account receivable 14000
Debtors 12000

Ending finish goods 50000
Building 65000

Land 55000

Furniture 50000

Good will 2000
Trademark 3000

prepaid expenses 5000
Accrued revenue 4000
Common Stock 200000
Additional paid on capital 69000
Owners drawing 7000
Account payable 15000
Creditors 10000

Note payable 9000
Accrued expenses 23000
Revenue received in advances 5000
Retained earnings 1000

Required: prepare balance sheet as at 31 /12 / 2020. Ending merchandise

inventory 25000.
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