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Teacher Resources
	Resource
	Description

	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: Balance Sheet

	Teacher Resource 8.9
	Answer Key: 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



Teacher Resource 8.1
Scenario: The Value of a Business
Cut out the role descriptions below and distribute them to student pairs—one student is the buyer and one is the seller.

Seller
You are the owner of Schmitz Consulting, a lucrative consulting business. You want to sell the company and retire, but you aren’t sure what price to ask. Currently the company has $120,000 in the bank, $15,000 in accounts receivable, and $22,000 worth of computer and office equipment. In addition, you owe the bank $20,000 for a loan and $5,000 in accounts payable for some of the equipment. What is the company worth at this moment?





- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 


Buyer
You are an entrepreneur interested in buying a profitable consulting firm. You are considering purchasing Schmitz Consulting, but you aren’t sure what price to offer. Currently the company has $120,000 in the bank, $15,000 in accounts receivable, and $22,000 worth of computer and office equipment. In addition, the seller owes the bank $20,000 for a loan and $5,000 in accounts payable for some of the equipment. What is the company worth at this moment?
Teacher Resource 8.2
Presentation Notes: The Balance Sheet
Before you show this presentation, use the text accompanying each slide to develop presentation notes. Writing the notes yourself enables you to approach the subject matter in a way that is comfortable to you and engaging for your students. Make this presentation as interactive as possible by stopping frequently to ask questions and encourage class discussion.  
	[image: C:\Users\Mika\Documents\Pearson\2014\May\6\Accounting_Lesson8_Presentation_ROOT_050214\Slide1.JPG]
Businesses summarize the results of their performance and their current status in the form of financial statements. These statements are then used by managers to gauge how well the business is doing and whether any changes should be made. The balance sheet breaks out a company’s assets, liabilities, and owner’s equity at a specific point in time.

	Presentation notes

	[image: C:\Users\Mika\Documents\Pearson\2014\May\6\Accounting_Lesson8_Presentation_ROOT_050214\Slide2.JPG]
Whenever the business “closes the books”—that is, completes an accounting cycle—four main types of financial statements are run:
· The income statement
· The statement of owner’s equity
· The balance sheet
· The statement of cash flow (used by corporations)

	Presentation notes

	[image: C:\Users\Mika\Documents\Pearson\2014\May\6\Accounting_Lesson8_Presentation_ROOT_050214\Slide3.JPG]
Basically, the balance sheet is a way of expressing a business’s accounting equation at a certain point in time—Assets – Liabilities = Owner’s Equity. In fact, the balance sheet is the only one of the financial statements that expresses information in “snapshot” form: the other statements span a period of time. The accounting equation is also expressed as Assets = Liabilities + Owner’s Equity, which is the best way to think of it when doing the balance sheet.

	Presentation notes

	[image: C:\Users\Mika\Documents\Pearson\2014\May\6\Accounting_Lesson8_Presentation_ROOT_050214\Slide4.JPG]
The balance sheet is an at-a-glance way for managers, analysts, and investors to find out the financial condition of a company at a specific point in time. The information on the balance sheet also appears on the trial balance and the statement of changes in owner’s equity. The overlap helps accountants verify that the books are in balance.

	Presentation notes

	[image: C:\Users\Mika\Documents\Pearson\2014\May\6\Accounting_Lesson8_Presentation_ROOT_050214\Slide5.JPG]
Large businesses have more complex balance sheets, but in essence they show how much the company owns (assets), how much it owes (liabilities), and the owner’s share in the book value of the assets (owner’s equity). By comparing past balance sheets with the present balance sheet, the growth or decline of assets, loans, and net worth of a business can be determined.

	Presentation notes


Teacher Resource 8.4
Answer Key: Domingo’s Dance Studio Balance Sheet
	Domingo’s Dance Studio

	Balance Sheet

	February 28, 2013

	
	
	

	                        Assets
	 
	 

	 
	Debits
	Credits

	Cash
	1,120.00
	 

	Accounts Receivable - Mohammed
	160.00
	 

	Equipment - Boom Box
	300.00
	 

	     Total Assets
	 
	1,580.00

	                       Liabilities
	 
	 

	Accounts Payable - Music Minds
	300.00*
	 

	Accounts Payable - Toledo Tribune
	500.00*
	 

	Notes Payable - Veriphone
	50.00
	 

	     Total Liabilities
	 
	850.00

	                       Owner’s Equity
	 
	 

	Capital - Domingo
	 
	730.00

	     Total Liabilities and Owner’s Equity
	 
	1,580.00



*Note that it is also acceptable (and common practice) for accounts payable to be presented in one line showing the total amount payable.
Teacher Resource 8.5
Answer Key: Ike’s MP4 Tutorial Balance Sheet
	Ike’s MP4 Tutorial

	Balance Sheet

	March 31, 2013

	
	
	

	                        Assets
	 
	 

	 
	Debits
	Credits

	Cash
	6,675.00
	 

	Accounts Receivable - Marsh
	50.00*
	 

	Accounts Receivable - Troia
	100.00*
	 

	Accounts Receivable - Yee
	150.00*
	 

	Office Supplies
	300.00
	 

	Equipment
	6,450.00
	 

	     Total Assets
	 
	13,725.00

	                       Liabilities
	 
	 

	Accounts Payable - Office Supply Store
	275.00*
	 

	Accounts Payable - Petrol Petrol Petrol
	60.00*
	 

	Notes Payable - Ed’s Auto Mart
	5,850.00
	 

	     Total Liabilities
	 
	6,185.00

	                       Owner’s Equity
	 
	 

	Capital - Ike
	 
	7,540.00

	     Total Liabilities and Owner’s Equity
	 
	13,725.00



*Note that it is also acceptable (and common practice) for accounts payable and accounts receivable to be presented in one line showing the total amounts payable or receivable.

Teacher Resource 8.6
Answer Key: Sally’s Surf and Scuba Balance Sheet
	Sally’s Surf and Scuba

	Balance Sheet

	December 31, 2012

	
	
	

	                        Assets
	 
	 

	 
	Debits
	Credits

	Cash
	5,700.00
	 

	Accounts Receivable - Ramon
	800.00
	 

	Scuba Equipment
	4,000.00
	 

	Surf Equipment
	3,000.00
	 

	     Total Assets
	 
	13,500.00

	                       Liabilities
	 
	 

	Notes Payable  - Scuba Gear 4U
	3,700.00
	 

	     Total Liabilities
	 
	3,700.00

	                       Owner’s Equity
	 
	 

	Capital - Sally
	 
	9,800.00

	     Total Liabilities and Owner’s Equity
	 
	13,500.00



Teacher Resource 8.7
Answer Key: Rosa’s Bicycle Rentals Balance Sheet
	Rosa’s Bicycle Rentals

	Balance Sheet

	June 30, 2013

	
	
	

	                        Assets
	 
	 

	 
	Debits
	Credits

	Cash
	9,540.00
	 

	Accounts Receivable - Hom
	750.00
	 

	Office Supplies
	215.00
	 

	Equipment
	1,730.00
	 

	     Total Assets
	 
	12,235.00

	                       Liabilities
	 
	 

	Accounts Payable - Helmet Shop
	230.00*
	 

	Accounts Payable - Road Runner Bikes
	1,500.00*
	 

	     Total Liabilities
	 
	1,730.00

	                       Owner’s Equity
	 
	 

	Capital - Rosa
	 
	10,505.00

	     Total Liabilities and Owner’s Equity
	 
	12,235.00



*Note that it is also acceptable (and common practice) for accounts payable to be presented in one line showing the total amount payable.

Teacher Resource 8.8
Quiz: The Balance Sheet
Student Name:_______________________________________________ Date:___________
Directions: Please answer the following questions in the space provided.
What are assets? Provide two examples that represent asset accounts.




What are liabilities? Provide two examples that represent liability accounts.




What is owner’s equity? Provide two examples that represent owner’s equity accounts.




Write the balance sheet equation and explain what it means.




What is the purpose of a balance sheet?


Below are Latka’s Landscaping trial balance and SCOE. Use this information to prepare a balance sheet on accounting paper for the month ending January 31, 2013.


	Latka’s Landscaping

	Trial Balance

	January 31, 2013

	 
	 
	 

	 
	Debits
	Credits

	Cash
	18,280.00
	 

	Accounts Receivable - Juen
	975.00
	 

	Accounts Receivable - Mullis
	650.00
	 

	Equipment
	18,000.00
	 

	Accounts Payable - Ed’s Small Motor Pts
	 
	395.00

	Notes Payable - GMAC Financing
	 
	15,800.00

	Notes Payable - Weed Chopper Express
	 
	455.00

	Capital - Latka
	 
	21,500.00

	Withdrawals - Latka
	1,000.00
	 

	Landscaping Revenue
	 
	2,755.00

	Advertising Expense
	445.00
	 

	Fuel Expense
	100.00
	 

	Maintenance Expense
	590.00
	 

	Rent Expense
	800.00
	 

	Telephone Expense
	25.00
	 

	Utilities Expense
	75.00
	 

	Interest Revenue
	 
	35.00

	     TOTAL
	40,940.00
	40,940.00




	Latka’s Landscaping

	Statement of Changes in Owner’s Equity

	For the Month Ended January 31, 2013

	
	
	

	Beginning Capital, January 1, 2013
	 
	0.00

	Add: Investments by Owner
	21,500.00
	 

	        Net Income
	755.00
	 

	Total Increase in Capital
	 
	22,255.00

	  Subtotal
	 
	22,255.00

	Less: Withdrawals by Owner
	 
	1,000.00

	Ending Capital, January 31, 2013
	 
	21,255.00




Teacher Resource 8.9
Answer Key: The Balance Sheet Quiz
1. What are assets? Provide two examples that represent asset accounts.
Assets are what a company owns or controls; for example, equipment and cash.
What are liabilities? Provide two examples that represent liability accounts.
Liabilities are what a company owes; for example, Accounts Payable—Office Supply Store and Notes Payable—Scuba Gear 4U.
What is owner’s equity? Provide two examples that represent owner’s equity accounts.
Owner’s equity represents the value of an owner’s investment in his or her company; for example, capital and withdrawals.
Write the balance sheet equation and explain what it means.
A = L + OE
Assets are the sum of liabilities and owner’s equity. This balance must remain intact. Liabilities represent creditors’ claims to the assets of the company, and owner’s equity represents the owner’s claim to the assets.
What is the purpose of a balance sheet?
The purpose of a balance sheet is to show what a company owns and owes, and how much the owner has invested in his or her company by listing assets, liabilities, and owner’s equity.
	
Latka’s Landscaping

	Balance Sheet

	January 31, 2013

	
	
	

	                        Assets
	 
	 

	 
	Debits
	Credits

	Cash
	18,280.00
	 

	Accounts Receivable - Juen
	975.00*
	 

	Accounts Receivable - Mullis
	650.00*
	 

	Equipment
	18,000.00
	 

	     Total Assets
	 
	37,905.00

	                       Liabilities
	 
	 

	Accounts Payable - Ed’s Small Motor Pts
	395.00
	 

	Notes Payable - GMAC Financing
	15,800.00*
	 

	Notes Payable - Weed Chopper Express
	455.00*
	 

	     Total Liabilities
	 
	16,650.00

	                       Owner’s Equity
	 
	 

	Capital - Latka
	 
	21,255.00

	     Total Liabilities and Owner’s Equity
	 
	37,905.00


*Note that it is also acceptable (and common practice) for accounts receivable and notes payable to be presented in one line showing the total amounts receivable or payable.
Teacher Resource 8.11
Answer Key: Kathy’s Kites and Clark’s Consulting Financial Statements
	Kathy’s Kites

	Income Statement

	For the Month Ended July 31, 2013

	
	
	

	Revenue:
	 
	 

	     Kite Rental Revenue
	 3,135.00
	

	     Training Revenue
	 1,810.00
	

	         Total Revenue
	
	4,945.00

	Operating Expenses:
	 
	 

	     Advertising Expense
	400.00
	 

	     Fuel Expense
	100.00
	 

	     Maintenance Expense
	325.00
	 

	     Telephone Expense
	40.00
	 

	     Utilities Expense
	35.00
	 

	         Total Operating Expenses
	 
	900.00

	Operating Income
	 
	4,045.00

	Other Revenue:
	 
	 

	     Interest Revenue
	 
	20.00

	Net Income
	 
	4,065.00

	

Kathy’s Kites

	Statement of Changes in Owner’s Equity

	For the Month Ended July 31, 2013

	
	
	

	Beginning Capital, July 1, 2013
	 
	1,500.00

	Add: Investments by Owner
	0
	 

	        Net Income
	4,065.00
	 

	Total Increase in Capital
	 
	4,065.00

	  Subtotal
	 
	5,565.00

	Less: Withdrawals by Owner
	 
	1,000.00

	Ending Capital, July 31, 2013
	 
	4,565.00






	                   Kathy’s Kites
	

	                 Balance Sheet
	

	                  July 31, 2013
	

	
	
	
	

	                        Assets
	 
	 

	 
	
	Debits
	Credits

	Cash
	
	3,955.00
	 

	Accounts Receivable - Piaf
	
	185.00*
	 

	Accounts Receivable - Muffin
	
	425.00*
	 

	Equipment
	
	6,215.00
	 

	     Total Assets
	
	 
	10,780.00

	                       Liabilities
	
	 
	 

	Accounts Payable - Booths N More
	
	3,565.00
	 

	Notes Payable - Loans R Us
	
	2,650.00
	 

	     Total Liabilities
	
	 
	6,215.00

	                       Owner’s Equity
	
	 
	 

	Capital - Kathy
	
	 
	4,565.00

	     Total Liabilities and Owner’s Equity
	
	 
	10,780.00



*Note that it is also acceptable (and common practice) for accounts receivable to be presented in one line showing the total amount receivable.

	Clark’s Consulting

	Income Statement

	For the Month Ended June 30, 2013

	
	
	

	Revenue:
	 
	 

	     Consulting Revenue
	 
	6,075.00

	Operating Expenses:
	 
	 

	     Accounting Expense
	215.00
	

	     Advertising Expense
	440.00
	 

	     Insurance Expense
	500.00
	 

	     Rent Expense
	1,200.00
	 

	     Telephone Expense
	260.00
	 

	     Total Operating Expenses
	 
	2,615.00

	Operating Income
	 
	3,460.00

	Other Revenue:
	 
	 

	     Interest Revenue
	 
	125.00

	Net Income
	 
	3,585.00




	Clark’s Consulting

	Statement of Changes in Owner’s Equity

	For the Month Ended June 30, 2013

	
	
	

	Beginning Capital, June 1, 2013
	 
	0.00

	Add: Investments by Owner
	4,800.00
	 

	        Net Income
	3,585.00
	 

	Total Increase in Capital
	 
	8,385.00

	  Subtotal
	 
	8,385.00

	Less: Withdrawals by Owner
	 
	2,250.00

	Ending Capital, June 30, 2013
	 
	6,135.00




	Clark’s Consulting

	Balance Sheet

	June 30, 2013

	
	
	

	                        Assets
	 
	 

	 
	Debits
	Credits

	Cash
	4,260.00
	 

	Accounts Receivable - J&J Trucks
	1,875.00
	 

	Equipment
	3,525.00
	 

	Office Supplies
	660.00
	

	     Total Assets
	 
	10,320.00

	                       Liabilities
	 
	 

	Accounts Payable - CompuClick
	1,500.00*
	

	Accounts Payable - Office World
	660.00*
	

	Accounts Payable - Osborne’s
	2,025.00*
	 

	     Total Liabilities
	 
	4,185.00

	                       Owner’s Equity
	 
	 

	Capital - Clark
	 
	6,135.00

	     Total Liabilities and Owner’s Equity
	 
	10,320.00



*Note that it is also acceptable (and common practice) for accounts payable to be presented in one line showing the total amount payable.

Teacher Resource 8.13
Key Vocabulary: The Balance Sheet
	Term
	Definition

	assets
	The money and things a company owns or controls.

	balance sheet
	A statement that lists the assets, liabilities, and owner’s equity. It displays a company’s collateral and liquidity at a point in time.

	balance sheet equation
	Assets = Liabilities + Owner’s Equity

	collateral
	Assets held by a company but pledged to a lender to secure a loan; in cases where the company doesn’t honor its debt, the lender can take possession of collateralized assets.

	liability/liabilities
	The money a company owes.

	owner’s equity
	The book value of an owner’s investment in his or her company.
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