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BALANCE SHEET

NING OF BALANCE SHEET

N ' g tisa summarised statement of assets and liabilit
1 _ & sset abilities, prepared
ety : ; ‘ , 5, en
,_ B‘I‘l to show t::edt:: ;:;’I-luﬂ })(}aufmn of the business. In other words af’t;er e:ally i - en_d i
gtV uméi:l Omim; 1:;‘(\ (:) p_ersonal and real accounts are grr‘oupedpine!z:asrtlallltg tradlng}?_ﬂd
- ac‘ cﬁcn ;? bugn‘css ) ‘”.1“ Llslf}t;ss on a particular date. It is a screen pictuiemigt wd}Ch
?" a ether position of concern is solvent or insolvent T

% s NS OF BALANCE SHEET
4 Jance sheet has been defined as follows :
A 1o Karlson, “A busines [
5 siness form showing what is owed and what is the proprietor’s worth,

D »
E call ccording t© pamer, “The balance sheet is a statement at a particular date showing on one side the

1 A .
(23) property and possession and on the other hand the liabilities.”
ode” .o to J.R. Batliboi, ‘A balance sheet is a statement prepared with a view to measure the

_J (3) Accf‘d!ng. 3 o el X
ot w position of a business on a certain fixed date.”
above definitions, 1L1s clear that (i) balance sheet shows the financial position of a concern

{4 (ii) it shows its financial position on a particular date. Thus, balance sheet i '

i oo (i R i ce sheet is a summary regarding

} 'IMACTERISTICS OF BALANCE SHEET

(1) A balance sheet is only a statement and not an account. It has no debit side and credit side. The
. of the two sides are ‘assets’ and ‘liabilities’. The words “To’ or ‘By’ is not used.

1 @A balance sheet is prepared at a particular point of time and not for a particular period. The
& mation contained in a Balance Sheet is true only at that particular point of time at which it is

: (3) A balance sheet is a summary of balances of those ledger

ansle to Trading and Profit & Loss Account. _
~ (4) ABalance Sheet shows the nature and value of assets and the nature and the amount of liabilities

a2 given date.
{5) Balance Sheet presents the financial position of a concern based on the principle of going

ng whichit indicates the existence of some

accounts which have not been closed by

| (6) Total of both sides of Balance Sheet must be equal faili

& NEED AND IMPORTANCE OF BALANCE SHEET

() Abalance sheet shows the cash in hand and cash at bank. It is possible to have the information

und out how much capital is

“Utnet profit and drawings from balance sheet. In other words, it can be fo
='=i ‘.hl = m. g
@ ul-"-dl" us to ascertain the nature and cost of sundry assets such as amount owing from debtor,
“ m gL -
ps us to ascertain the nature Jiabilities such as amount owing t

_ and amount of various
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(4) It enables us to find out whether the position of a business is solvent or insolvent, The

' . . 1 ol rsa' h% |
olvent if assets is more than external liabilities and vice-ve . !
(5) It enables us to prepare the opening entries at the beginning of the next year.

i DRAFTING A BALANCE SHEET
Balance sheet is divided into two parts, vis,, right hand side and left hand side. The debi:

hown on the right hand side of the balance sheet known as assets side and credit balances are o

he left hand side, i.e., liabilities side. The total of two sides must be equal.

5] MARSHALLING OF ASSETS AND LIABILITIES

In order to express clearly the financial position of business, the assets and liabilities s

srranged in balance sheet in some specific order. Such type of arrangement of assets and liabilitiesp
»alance sheet is called ‘Marshalling.’ 1lowevet, the assets and liabilities may be arranged cither in g,

f liquidity or in order of permanence.

(1) Order of Liquidity : Under this method, the assets which are more readily convertible;
sash, are shown first and those which cannot be so readily converted into cash come next and s,
Similarly, those liabilities which are to be paid immediately, are shown first on the liabilities side
those, payable later, come next and so on. Normally, sole trader and partnership concern prepare

balance sheet in order of liquidity. Form of Balance sheet in this order will be as ahead :
Balance Sheet

@s.onor as at .........
Liabilities Amount Assets
< ?
Current Liabilities : Current Assets :
BankOverdrat | e Cash in hand
N T Cash at bank
Sundry creditors | e Bills receivable
Outstandingexpenses | e Short term investments
Uneamed income | e Sundry debtors
_nud or Long Term Liabilities : ! Closing stock
* longtermloans [ e Prepaid expenses
Capital : Accrued income
s e MW ......
~ Add : Net profit s Fixed Assets :
Furniture
Patents
...... ' Motor vehicle
Long term investments
Plant and machinery
Land and buildings
,,,,, .., Goodwill
TS S Tl
at....'is used in the headin use ¥’
the busi the heading of the balance sheet bec?

ess on a particular date.
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