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The Balance Sheet
In this lesson, students are introduced to the balance sheet. They learn its purpose and how to prepare it. They also spend time preparing the income statement, the statement of changes in owner’s equity (SCOE), and the balance sheet in Excel, both as a review and as a final reinforcement of accounting concepts prior to closing the books for their project in the next lesson. 
Advance Preparation
During Class Periods 4 and 5, students will need access to computers with Excel. One computer per student is strongly recommended.
Prior to Class Period 4, load Teacher Resource 8.10, Statement Templates: Student Practice (separate Excel file), onto all the student computers (or onto a common server that students have access to). 
This lesson is expected to take 5 class periods.
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Lesson Framework
Learning Objectives
Each student will:
Describe the key characteristics of a balance sheet*
Demonstrate the ability to prepare a balance sheet
Display understanding of the steps necessary to prepare a balance sheet*
*This is one of the 16 key learning objectives assessed by the NAFTrack Certification end-of-course exam for this course.
Academic Standards
The relevant Common Core State Standards are too extensive to list here but are an important basis for this lesson. For details, please refer to the separate document “Correlations to the Common Core Standards” (available in the Course Planning Tools section of the course materials).
Utilize accounting tools, strategies and systems to plan, monitor, manage and maintain the use of financial resources (Common Career Technical Core 2012, FN-ACT 2)
Understand and apply basic procedures in the accounting cycle (McREL Business Education Standards 1999, Standard 1)
Understand and use accounting software and spreadsheets (McREL Business Education Standards 1999, Standard 4)
Understand the concepts of assets, liabilities, and owner’s equity (McREL Business Education Standards 1999, Standard 5)
Analyze and interpret data using common statistical procedures, charts, and graphs (McREL Business Education Standards 1999, Standard 13)
Identify various forms of income and analyze factors that affect income as a part of the career decision-making process (NBEA National Standards for Business Education 2013, Personal Finance II. Earning and Reporting Income)
Assess the financial condition and operating results of a company and analyze and interpret financial statements and information to make informed business decisions (NBEA National Standards for Business Education 2013, Accounting III. Financial Analysis)
Identify and describe generally accepted accounting principles (GAAP), explain how the application of GAAP impacts the recording of financial transactions and the preparation of financial statements (NBEA National Standards for Business Education 2013, Accounting IV. Accounting Principles) 
Complete the steps in the accounting cycle in order to prepare the financial statements (NBEA National Standards for Business Education 2013, Accounting V. Accounting Process) 
Assessment
	Assessment Product
	Means of Assessment

	Quiz on the balance sheet (Teacher Resource 8.8)
	Answer Key: The Balance Sheet Quiz (Teacher Resource 8.9)


Prerequisites
Experience with Excel
Proficiency in journalizing
Proficiency posting to the ledger
Proficiency in preparing a trial balance
Familiarity with preparing an income statement
Familiarity with preparing a statement of changes in owner’s equity
Instructional Materials 
Teacher Resources
Teacher Resource 8.1, Scenario: The Value of a Business
Teacher Resource 8.2, Presentation and Notes: The Balance Sheet (includes separate PowerPoint file)
Teacher Resource 8.3, Modeling Template: Domingo’s Dance Studio Balance Sheet (separate Excel file)
Teacher Resource 8.4, Answer Key: Domingo’s Dance Studio Balance Sheet
Teacher Resource 8.5, Answer Key: Ike’s MP4 Tutorial Balance Sheet
Teacher Resource 8.6, Answer Key: Sally’s Surf and Scuba Balance Sheet 
Teacher Resource 8.7, Answer Key: Rosa’s Bicycle Rentals Balance Sheet
Teacher Resource 8.8, Quiz: The Balance Sheet
Teacher Resource 8.9, Answer Key: The Balance Sheet Quiz
Teacher Resource 8.10, Statement Templates: Student Practice (separate Excel file)
Teacher Resource 8.11, Answer Key: Kathy’s Kites and Clark’s Consulting Financial Statements
Teacher Resource 8.12, Prompts: Learning Objective Reflection (separate PowerPoint slide)
Teacher Resource 8.13, Key Vocabulary: The Balance Sheet
Student Resources
Student Resource 8.1, Defining Format: The Balance Sheet
Student Resource 8.2, Reading: The Balance Sheet
Student Resource 8.3, Statements: Domingo’s Dance Studio Trial Balance and Statement of Changes in Owner’s Equity
Student Resource 8.4, Statements: Ike’s MP4 Tutorial Trial Balance and Statement of Changes in Owner’s Equity
Student Resource 8.5, Statements: Sally’s Surf and Scuba Trial Balance and Statement of Changes in Owner’s Equity
Student Resource 8.6, Statements: Rosa’s Bicycle Rentals Trial Balance and Statement of Changes in Owner’s Equity
Student Resource 8.7, Statements: Kathy’s Kites and Clark’s Consulting Trial Balances and General Ledgers
Equipment and Supplies
Blackboard, whiteboard, or flip chart
LCD projector and computer for PowerPoint presentation
Balance sheet accounting paper, available in Teacher Resource 1.3, Accounting Paper (separate Word file)
Computers with Excel, ideally one per student
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Lesson Steps
	Step
	Min.
	Activity

	
	
	class period 1

	1
	15
	Role Play: Introduction to the Balance Sheet
This activity reminds students of the relationship between assets, liabilities, and owner’s equity.
Before class, print copies of Teacher Resource 8.1, Scenario: The Value of a Business. Cut the resource in half so that the buyer and the seller scenarios are on separate slips of paper. Make sure you have enough copies for every student.
Pair up students and distribute scenarios so that each pair has one buyer and one seller. Tell pairs that they should work together to determine the value of the company today and explain how they came up with the answer.
After about 10 minutes, ask students what they came up with. Most pairs will probably answer that they have valued the company at $132,000: ($120,000 + 15,000 + 22,000) – (20,000 + 5,000). This represents assets less liabilities equals owner’s equity, which is another way to express the basic accounting equation they learned in Lesson 4:
Assets – Liabilities = Owner’s Equity
or
Assets = Liabilities + Owner’s Equity
Tell students that the balance sheet is really no more than the accounting equation expressed in a financial statement. While there are many factors the equation doesn’t take into account (future growth and earnings potential, market prices, or a strong repeat customer base, for example), it serves the purpose of expressing the value of a company at a specific moment in time. Let the class know that in this lesson they will learn how to prepare balance sheets. 

	2
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	15
	Presentation: The Balance Sheet
This activity gives students an in-depth look at the balance sheet. It also gets students thinking about where the balance sheet falls in the accounting cycle and the steps involved in its preparation. Further, the activity develops students’ listening and note-taking skills.
To prepare, make notes to guide class discussion using Teacher Resource 8.2, Presentation Notes: The Balance Sheet. Have Teacher Resource 8.2, Presentation: The Balance Sheet (separate PowerPoint file), ready to show as a full-screen slideshow using an LCD projector.
Before you begin the presentation, refer students to Student Resource 8.1, Defining Format: The Balance Sheet. Tell students that they should fill in the frame as they watch the presentation. Review the example listed at the top of Student Resource 8.1 if you think students need a reminder about how to complete defining format frames. For more information on the Defining Format teaching strategy, see The NAF Learning Handbook.
Present the slideshow. Use the notes you prepared and the questions on the slides to encourage class discussion.
This presentation is duplicated as Student Resource 8.2, Reading: The Balance Sheet. If an LCD projector is unavailable, students can read the presentation, answer the discussion questions in their notebook, and discuss their answers as a class. This student resource is also useful for review.
After the presentation, divide the class into pairs or groups of three and have them compare their responses to the Defining Format frame. Ask pairs or triads to think about where accountants might find the information to help them prepare the balance sheet. (Accountants gather information for the balance sheet from the trial balance and the SCOE.)
Ask students to share some of the characteristics of a balance sheet that they came up with. Reinforce, clarify, and/or correct responses as necessary. Also invite each pair or triad to share any questions they may have.
Students should now understand the importance of the balance sheet and the part it plays in the accounting cycle.

	3
	20
	Modeling and Guided Practice: The Balance Sheet
The objective of this activity is to demonstrate how to prepare a balance sheet, gradually transitioning to student-generated responses and work. This approach enables you to gauge student understanding during the modeling and make the transition to guided practice according to the pace with which the class picks it up. Effective modeling and guided practice prepare students for independent practice of balance sheet preparation.
Pass out balance sheet accounting paper, which is available in Teacher Resource 1.3, Accounting Paper (separate Word file). Next, have students look at Student Resource 8.3, Statements: Domingo’s Dance Studio Trial Balance and Statement of Changes in Owner’s Equity. Let them know that all the information that they will need to prepare a balance sheet is in the trial balance and the SCOE. Reinforce the accounting equation:
Assets = Liabilities + Owner’s Equity
Next, present Teacher Resource 8.3, Modeling Template: Domingo’s Dance Studio Balance Sheet (separate Excel file). There are various options for presenting this resource with your students, depending upon your situation and preferences:
This file can be projected onto a whiteboard and entries made on the whiteboard with markers.
This file can be projected onto a screen from a computer and completed electronically within the application.
This file can be used with a SmartBoard.
Explain that the purpose of the balance sheet is to exhibit a company’s financial position at a specific point in time. Point out the three main sections:
Assets, which are things the business owns or controls
Liabilities, which are things the business owes
Owner’s Equity, which is the owner’s share of the business
Now have students refer to the student resource so they can complete the balance sheet along with you. Begin by modeling completion of the first one or two entries, explaining where you are getting your information and how you arrive at each answer. Students should fill out the balance sheet as they follow along with you. The completed balance sheet is in Teacher Resource 8.4, Answer Key: Domingo’s Dance Studio Balance Sheet.
After the first couple of entries, ask volunteers to explain the answers to the next few entries while their peers follow along. When it seems that the majority of the class understands how to proceed, have the students complete the rest of the balance sheet on their own while you circulate to help out and check for understanding as needed. If you wish, you can have students work in pairs and then have them work individually during independent practice.
When all students seem finished, have them report out their answers as a class and discuss any discrepancies.
Answer any questions students might have about the balance sheet. Let them know that during the next class period they’ll have an opportunity to practice preparing balance sheets on their own.

	
	
	class period 2

	4
	45
	Independent Practice: Ike’s MP4 Tutorial and Sally’s Surf and Scuba Balance Sheets
In this activity, students practice independently preparing balance sheets for Ike’s MP4 Tutorial and Sally’s Surf and Scuba.
Review Student Resource 8.4, Statements: Ike’s MP4 Tutorial Trial Balance and Statement of Changes in Owner’s Equity, with the class. Make sure all students have balance sheet accounting paper, available in Teacher Resource 1.3. Explain that students should prepare this balance sheet following the same process they used when preparing Domingo’s balance sheet in the last activity. 
Circulate among students, assisting where needed and bringing up learning moments for the whole class as opportunities present themselves. Use Teacher Resource 8.5, Answer Key: Ike’s MP4 Tutorial Balance Sheet, to check students’ work. You may wish to collect and assess the students’ work.
After 20 minutes or so, solicit clarifying questions and comments from the class as a whole. Ask students to identify the area where they are having the most difficulty; this should help you gauge class understanding and clear up any problems. 
Next, have students repeat the process with Student Resource 8.5, Statements: Sally’s Surf and Scuba Trial Balance and Statement of Changes in Owner’s Equity. At the end of the activity, collect and review student work using Teacher Resource 8.6, Answer Key: Sally’s Surf and Scuba Balance Sheet.
If you determine that students need extra practice preparing a balance sheet, assign Student Resource 8.6, Statements: Rosa’s Bicycle Rentals Trial Balance and Statement of Changes in Owner’s Equity. Make sure students have accounting paper. Collect and assess the assignment using Teacher Resource 8.7, Answer Key: Rosa’s Bicycle Rentals Balance Sheet.

	5
	5
	Quiz Preparation: The Balance Sheet
Let students know that during the next class period they will be tested on the balance sheet. Answer any questions students have about preparing a balance sheet.

	
	
	class period 3

	6
	35
	Quiz: The Balance Sheet
This assessment gives students an opportunity to apply their skills in preparing a balance sheet.
Tell students that today’s quiz will focus on the balance sheet for Latka’s Landscaping. Hand out Teacher Resource 8.8, Quiz: The Balance Sheet. Read and review the directions with the class and answer any questions.
Give students time to complete the quiz, and then collect and grade quizzes using Teacher Resource 8.9, Answer Key: The Balance Sheet Quiz. 

	7
	15
	Review Quiz: The Balance Sheet
Reviewing the quiz provides another opportunity to go over the content and clear up any misunderstandings.
Review the answers to Teacher Resource 8.8, Quiz: The Balance Sheet, using Teacher Resource 8.9, Answer Key: The Balance Sheet Quiz.
Let students know that in the next two class periods they will learn how to use Excel to prepare the income statement, the SCOE, and the balance sheet.

	
	
	class period 4

	8
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	15
	Modeling and Guided Practice: Income Statements in Excel
The purpose of this activity is to acquaint students with how to use Excel to prepare income statements. It focuses on the following college and career skills:
Utilizing time efficiently when managing complex tasks
Effectively using technology relevant to a profession
Sometime prior to class, load Teacher Resource 8.10, Statement Templates: Student Practice (separate Excel file), onto all the student computers (or onto a common server that students have access to). The Excel document contains three separate templates, each accessible on its own tab. The template that students will be using is located on the first tab, labeled IS.
Note: Depending on your students’ level of proficiency in Excel, the amount of time you have available, and your access to computers, you may choose to have students begin with a new Excel file and create statements from scratch. You can also require students to create formulas in the cells where a mathematical equation is to be performed, or even to build macros that automatically transfer data between statements.
Once students have opened an Excel file on the computer, tell them to look at their hard copies of Student Resource 8.7, Statements: Kathy’s Kites and Clark’s Consulting Trial Balances and General Ledgers. Remind students that all the information accountants need to prepare the income statement is on the trial balance. Let them know that for this activity they will be using trial balance information to create income statements in Excel. Have students open the income statement template by selecting the IS tab in Teacher Resource 8.10.
Demonstrate or talk students through the process of creating an income statement for Kathy’s Kites, explaining where you are getting your information and how you arrive at each answer. The finished income statement can be found in Teacher Resource 8.11, Answer Key: Kathy’s Kites and Clark’s Consulting Financial Statements. After you’ve done the first couple of entries, ask students to volunteer what the row entries should be and other students to confirm or correct the responses and explain how they arrived at their answers. 
When the income statement for Kathy’s has been correctly prepared, students will be ready to complete the income statement for Clark’s Consulting on their own. Remind students to save their files using your preferred naming protocol, and let them know that, as with all work on the computer, they should save often.

	9
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	15
	Independent Practice: Income Statements in Excel
This activity gives students the chance to build proficiency in preparing income statements in Excel. It also reinforces the general skill of preparing income statements.
Have students begin to work on Clark’s income statement. Circulate around the room, offering assistance where needed and looking for teachable moments to share with the class when appropriate. 
At the end of 15 minutes, remind students to save their work.

	10
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	20
	Guided and Independent Practice: Statement of Changes in Owner’s Equity in Excel
The purpose of this activity is to provide students an opportunity to practice using Excel to prepare SCOEs.
Ask students which statement is normally prepared after the income statement. When students answer correctly, remind them that all of the information needed to create an SCOE is on the trial balance, with the exception of the beginning capital balance (which is the ending capital balance on the most recent SCOE) and the amount of the owner’s investments during the time period, which can be found in the capital account in the general ledger. Let students know that they will work as a class to prepare an SCOE for Kathy’s in Excel, and then work individually to prepare an SCOE for Clark’s.
Have students click on the tab marked SCOE to access the SCOE template in the Excel file (Teacher Resource 8.10). Demonstrate or talk students through the process of creating an SCOE for Kathy’s Kites. The finished SCOE can be found in Teacher Resource 8.11, Answer Key: Kathy’s Kites and Clark’s Consulting Financial Statements. After you’ve done the first couple of entries, ask students to volunteer what the row entries should be and other students to confirm the answers or to give their own. 
When the SCOE for Kathy’s has been correctly prepared, instruct students to use the same process to create an SCOE for Clark’s Consulting. Remind them to save their files.
As students begin to work on the SCOE for Clark’s, circulate around the room offering assistance where needed and looking for teachable moments to share with the class. A few minutes prior to the end of the class period, have students save their work. Let them know that during the next class period they will be working on balance sheets in Excel. Depending on students’ progress, you may wish to finish up this activity during the first part of the next class period.

	
	
	class period 5

	11
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	15
	Guided Practice: Balance Sheets in Excel
The purpose of this activity is to allow students to apply their new knowledge about preparing balance sheets in a spreadsheet application.
When students have settled in, let them know that today they will practice preparing balance sheets in Excel. Ask them to open the Excel file they saved at the end of the last class period. Instruct them to click on the third tab, which is marked Bal Sheet.
Remind students that all the information they’ll need to complete the balance sheet can be found in the trial balance, which is in Student Resource 8.7, and the SCOE, which they prepared in Excel during the previous class period. Demonstrate or talk students through the process of creating a balance sheet for Kathy’s Kites. The finished balance sheet can be found in Teacher Resource 8.11, Answer Key: Kathy’s Kites and Clark’s Consulting Financial Statements. After you’ve done the first couple of entries, ask students to volunteer to complete the next entries. Then have other students confirm or correct the responses and explain how they arrived at their answers. 
When the balance sheet for Kathy’s has been correctly prepared, students will be ready to complete the balance sheet for Clark’s on their own.

	12
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	20
	Independent Practice: Balance Sheets in Excel
This activity gives students the chance to build proficiency in preparing balance sheets in Excel. It also reinforces the general skill in preparing balance sheets.
Have students begin to work on the balance sheet for Clark’s Consulting. Circulate around the room, offering assistance where needed and looking for teachable moments to share with the class when appropriate. 
At the end of the activity, instruct students to save their work. You may wish to have students email their spreadsheets to you to review and assess using Teacher Resource 8.11, Answer Key: Kathy’s Kites and Clark’s Consulting Financial Statements.

	13
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	15
	Reflection: Learning Objective
Students reflect on whether they met a specific learning objective for this lesson.
Prior to class, prepare to project Teacher Resource 8.12, Prompts: Learning Objective Reflection (separate PowerPoint slide), during this activity.
Note: If your students need more practice and guidance with reflection, return to Teacher Resource 3.7 in Lesson 3. 
Write the following learning objective on the board: Demonstrate the ability to prepare a balance sheet. Project Teacher Resource 8.12, Prompts: Learning Objective Reflection. Tell students to choose one of the prompts and think about it in connection with the learning objective on the board. They should then write their reflection in their notebook. 
Give students a few minutes to write down their thoughts. Ask for a show of hands to see who chose the first prompt. Place these students in pairs or triads to compare their reflections. Do the same for each of the other prompts. Their task is to choose the reflection that is most complete, on topic, and thoughtful. 
Ask a member of each group to share the reflection that the group feels best fits these criteria. Generate a brief class discussion to help students develop their metacognitive skills. Complete this activity by reminding students that this type of practice will help them when they have to complete professional self-evaluations in their internships or jobs. If your students are participating in NAFTrack Certification, it also prepares them for the reflection component of the culminating project.   
Let students know that during the next lesson they will put together everything they’ve learned so far by closing the books on companies from start to finish.


Extensions
Enrichment
Have students compare and contrast the similarities and differences between the balance sheet for a service company balance sheet with the balance sheet for a merchandising or manufacturing company. It may be useful to begin by comparing simple balance sheets rather than ones from large public companies. You can reference the following source: Mullis, D., and Judith Orloff. The Accounting Game: Basic Accounting Fresh From the Lemonade Stand. Naperville, IL: Sourcebooks, Inc., 1998.
Instruct students to go online to look at balance sheets of public companies. Ask them to write down the categories and accounts they see. Point out that the categories are all the same. Then discuss why various companies have different accounts listed under those categories.
Technology Integration
Have students play one or more of the following games, and then as a class discuss what concepts were clarified through playing the game(s).
"Quiz—Bookkeeping Basics," Fun Trivia, http://www.funtrivia.com/trivia-quiz/World/Bookkeeping-Basics-266638.html
"Quiz—Generally Accepted Accounting Principles," Fun Trivia, http://www.funtrivia.com/trivia-quiz/World/Generally-Accepted-Accounting-Principles-88165.html
Cross-Curricular Integration
Technology: Arrange for students to learn to use QuickBooks or Quicken by inputting information from Ike’s MP4 Tutorial or from their Monopoly® transactions.
Algebra: Invite students to solve for unknowns. Explicitly make the connection between solving for unknowns and checking the balance sheet equation. For example, if you know how much in assets and liabilities a company has on its balance sheet, then you can figure out its owner’s equity.
Copyright © All Rights Reserved	1	NAF 2021


Copyright © All Rights Reserved	1	NAF 2021

image3.jpeg




image4.jpeg




image5.jpeg




image6.jpeg




image1.jpeg
Unit 1 Unit 2 Unit 3 Unit 4 Unit 5

Lesson (WP ARE R ST VAR 9 10 11 12 13 14 15 16 17 18

A




image2.jpeg
Icons You May See in the Lesson

ﬁ LCD projector Includes video | You Includes Students need @ Students need
or similar clip YouTube video computers Internet
Students need 7 | Students need Students need Printer Color printer
MS Word or %35 MS Excel or ©| MS PowerPoint required required

similar similar or similar





