Classified Balance Sheet
Current Assets are cash and other resources that will be realized in cash, sold, or consumed in the business within one year of the balance sheet date.

- In a service company there are four types of current assets:

· cash and cash equivalents, 

· short term investments, 

· receivables,

· prepaid expenses. 

- In a merchandising company, inventory is an additional category.

==Current assets are usually listed in the order of their liquidity.
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Long-Term Investments are generally investments in such as loans, notes, bonds, mortgages or shares in another corporation that is expected to be held for many years. 

· These assets are classified as long-term because they are not readily marketable or expected to be converted into cash within one year.

· Most companies report long-term investments as a single amount in the balance sheet, and show details in the notes that accompany the statements.
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Property, Plant and Equipment are long-lived, tangible resources that are used in the business to produce revenue and are not intended for sale. 
· This category includes land, buildings, equipment, and furniture. 
· Items are normally listed in the balance sheet in order of permanency. 
· Assets which are amortized should be reported at their net book value.

· Also known as Capital or Fixed Assets
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Intangible Assets are noncurrent resources that do not have physical substance and have typically have indefinite lives. 
· They include goodwill, patents, trademarks, trade names, and licences. 
· Items with estimated useful lives are amortized, those with indefinite lives are not.
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Current liabilities are obligations that are expected to be paid within the coming year from current assets or through the creation of other current liabilities.

· Examples include notes payable, accounts payable, salaries payable, interest payable, sales taxes payable, and current maturities of long-term liabilities. 

· Current liabilities are often listed in order of currency, but other methods are common as well.
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Long-term liabilities are obligations expected to be paid after one year. 

· Examples include bonds payable, mortgages payable, notes payable, lease liabilities, and obligations under employee pension plans. 

· Many companies report long-term liabilities as a single amount in the balance sheet, and show details in the notes that accompany the statements.
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Equity

· The content of equity varies with the form of business organization. 

· In a proprietorship, there is one capital account under the heading Owner’s Equity. 

· In a partnership, there is a capital account for each partner under the heading Partners’ Equity. 

· In a corporation, Shareholders’ Equity is divided into two sections: Share Capital (investments by owners) and Retained Earnings (accumulated earnings retained by the corporation). 

· In an income trust, Unitholders’ Equity is divided into two sections: Unitholders’ Capital and Undistributed Income.
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Completed Classified Balance Sheet
	[image: image18.jpg]PIONEER ADVERTISING AGENCY
Balance Sheet

October 31, 2008

Assets
Current assets
Cash
Accounts receivable
Advertising supplies
Prepaid insurance
“Total current assets
Property, plant, and equipment
Office equipment $5,000
Less: Accumulated amortization 83
Total assets
Liabilities and Owner’s Equity
Current liabilities
Accounts payable
Unearned revenue
Salaries payable
Interest payable
Current portion of notes payable
“Total current liabilities
Long-term liabilities
Notes payable
“Total liabilities
Owner's equity
C. Byrd, capital
“Total liabilities and owner's equity

$15,200
200
1,000
550
16,950

4917

$21.867

$ 2,500
800
2,000

1,000

6325

4,000
10,325

11,542
$21.867
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Liquidity
· Current assets and current liabilities provide an important measure of a company’s liquidity, or ability to pay debts as they come due. 

· Two common ways of expressing this measure of liquidity include working capital and the current ratio.

· Ratios help investors use the information in financial statements to decide if they should invest in a business, and creditors use the information to decide if they should grant credit to a business

Working Capital = Current Assets - Current Liabilities

· Working capital is important because it shows a company's ability to pay its short-term debts. 

· When current assets are more than current liabilities at the balance sheet date, the company will likely be able to pay its liabilities. 

· When the reverse is true, short-term creditors may not be paid.
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Current Ratio = Current Assets ÷ Current Liabilities

· Current Ratio is a measure of a company’s short-term debt-paying ability
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· This ratio tells us that the company had $1.48 of current assets for every dollar of current liabilities.
· As a general rule, a higher current ratio indicates better liquidity

· There are also other factors that can affect a company's liquidity. 

· It is also important to be aware that what would be considered a normal working capital ratio depends on the company and the industry the company is in.

· Ratios should never be interpreted without considering certain factors: 

· general economic and industry conditions need to be considered; 

· other specific financial information about the company over time needs to be considered, and

· the ratios should be compared to the ratios for other companies in the same or related industries. 

