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The balance sheet is the third financial statement prepared. So, why do we prepare a balance sheet? A 

balance sheet is prepared to report on the financial condition of a company. It includes the assets, 

liabilities, and equity of a company at a point in time.  

 

This means that the balance sheet reports the financial condition as of one day, usually December 31, 

2008. Remember that the income statement and statement of retained earnings, on the other hand, 

report on the entire year.  

There are two formats for the balance sheet, unclassified and classified.  

Regardless of the format chosen, all balance sheets include assets, liabilities, and equity.  

 

In this video we will discuss the classified balance sheet. The classified balance organizes the assets and 

liabilities into important subgroups while the unclassified balance sheet does not have subgroups.  

 

.ŜŦƻǊŜ ǿŜ ōŜƎƛƴ ŘƛǎŎǳǎǎƛƴƎ Ƙƻǿ ǘƻ ǇǊŜǇŀǊŜ ǘƘŜ ōŀƭŀƴŎŜ ǎƘŜŜǘΣ ƭŜǘΩǎ ǘŀƭƪ ŀōƻǳǘ ǘƘŜ ƛƳǇƻǊǘŀƴǘ ŎŀǘŜƎƻǊƛŜǎΦ 

²ŜΩƭƭ ǎǘŀǊǘ ǿƛǘƘ ǘƘŜ ŀǎǎŜǘǎΦ ¢ƘŜ ŀǎǎŜǘǎ ƻƴ ǘƘŜ ōŀƭŀƴŎe sheet are broken into four areas: Current assets, 

Long-term Investments, Plant Assets, and Intangible Assets.  

 

Current assets are cash and other resources that are expected to be used within one year or the 

ŎƻƳǇŀƴȅΩǎ ƻǇŜǊŀǘƛƴƎ ŎȅŎƭŜΣ ǿƘƛŎƘŜǾŜǊ ƛǎ ƭƻƴƎŜǊ. Here are some examples of current assets: cash, short-

term investments, accounts receivable, inventory, and prepaid expenses. Current assets are listed on 

the balance sheet in order of liquidity which means how quickly the asset can be turned into cash. ¢ƘŀǘΩǎ 

ǿƘȅ ŎŀǎƘ ƛǎ ŀƭǿŀȅǎ ƭƛǎǘŜŘ ŦƛǊǎǘ ƻƴ ǘƘŜ ōŀƭŀƴŎŜ ǎƘŜŜǘ ōŜŎŀǳǎŜ ƛǘΩǎ ǘƘŜ Ƴƻǎǘ ƭƛǉǳƛŘ ŀǎǎŜǘΦ  

 

The next important category of the assets section is the long-term investments. Long-term investments 

or noncurrent assets are assets that the company expects to hold for more than one year or the 

ŎƻƳǇŀƴȅΩǎ ƻǇŜǊŀǘƛƴƎ ŎȅŎƭŜΣ ǿƘƛŎƘŜǾŜǊ ƛǎ ƭƻƴƎŜǊΦ IŜǊŜ ŀǊŜ ǎƻƳŜ ŜȄŀƳǇƭŜǎ ƻŦ ƭƻƴƎ-term investments: 

notes receivables and investments in stocks and bonds.  

 

The third category of assets is plant assets or sometimes called property, plant, and equipment. Plant 

assets are tangible (that just means that there is a physical presence). They are long term and are used 

to produce or sell products and services. Some examples of plant assets are: equipment, buildings, and 

land. Accumulated depreciation also goes in this category.  

 

The last category of assets is the intangible assets. Intangible assets are long-term resources that usually 

ŘƻƴΩǘ ƘŀǾŜ ŀ ǇƘȅǎƛŎŀƭ ǇǊŜǎŜƴŎŜΦ {ƻƳŜ ŜȄŀƳǇƭŜǎ ƻŦ ƛƴǘŀƴƎƛōƭŜǎ ŀǊŜ ǇŀǘŜƴǘǎΣ ǘǊŀŘŜƳŀǊƪǎΣ ƎƻƻŘǿƛƭƭ, and 

copyrights.  


