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This module explains the subject matter in 

user friendly language with a practical 

approach.  Each module is a mix of theory, 

practical scenarios and videos. A set of 

questions and activities will help learners 

to test their understanding of the subject 

matter.  

After completion of each module, you are 

advised to submit your feedback and 

suggestions as it will help us to improve 

and increase the potential learning ratio. 
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Define Balance Sheet 

It is a report that presents financial 

position of a company/business as on a 

particular date and indicates the financial 

resources owned and owed by a business. It 

is also known as statement of financial 

position.  

According to the Farlex Financial 

Dictionary, A balance sheet is a record of 

what a company has and how it has come 

to have it. Essentially it is a statement of a 

company’s assets, liabilities and 

stockholder equity at a given period of 

time, such as the end of a quarter or year.  
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Characteristics of Balance Sheet  

Understanding of balance sheet is most 

important for a person running business or 

for managers. It helps to take appropriate 

strategic decisions for business growth. 

There are three main characteristics of 

balance sheet- 

 

(source : Financial Skills – Team FME-free-management-

ebooks.com)  



 

Clrn-shr.com 

 

Balance Sheet Components 

Balance sheet, comprises of three main 

components- 

− Assets 

− Liabilities 

− Owner’s Equity 
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Assets: 

Assets are objects, which carry financial 

value to a company. The valuation of an 

asset can be measured subjectively or 

objectively both. For example property, 

machines, inventory etc. Basically, assets 

can be divided into four categories for the 

accounting purpose-   

   

Assets = Capital + Liabilities 
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Liabilities: 

It refers to the financial resources owed by 

a company. In other words, liability is an 

obligation by a company to any stakeholder 

that is internal or external. Liabilities are 

categorized into following-  

 

 

Liabilities = Assets - Capital 
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Owner’s Equity:  

It represents the value of the owner’s 

investment in the company. In other words, 

It is the money, that owner has invested. It 

is categorized into following - 

 

 

 Equity = Assets - Liabilities 
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Balance Sheet Template 

There are number of ways to document the 

balance sheet of a company. Users can use 

online ready tools, for example- Microsoft 

office Balance-Sheet Template. These 

templates are free to download and one can 

make necessary changes as per their 

requirements. Some of the links for template 

are given below:  

✓ https://msexceltemplates.org/balance-sheet-

template-for-ms-excel/  

✓ https://templates.office.com/en-gb/Balance-

sheet-TM03934533  

 

https://msexceltemplates.org/balance-sheet-template-for-ms-excel/
https://msexceltemplates.org/balance-sheet-template-for-ms-excel/
https://templates.office.com/en-gb/Balance-sheet-TM03934533
https://templates.office.com/en-gb/Balance-sheet-TM03934533
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An Example – Balance Sheet of cafeteria 

 

 

 

 

Since the liabilities are more than assets, the net-

worth of the cafeteria is negative. Above example 

gives a snapshot of business position. 
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Balance Sheet of a Company 

A balance sheet of a company helps to 

know the summary of assets, liabilities and 

equity. Let’s take a view of the balance 

sheet of a company for the reporting 

period-Mar 2018 and Mar 2019: 

Company Name – Motherson Sumi System 

Ltd. (MSSL-It is an auto-ancillary company)  

 

(Source: moneycontrol.com) 
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(Source: moneycontrol.com) 

As per the above two snapshots- one is 

consolidated balance sheet and other is 

standalone balance sheet. 

Consolidated balance sheet is a combined 

report of the financial components of an 

individual company alongwith its 

associated subsidiary.  Individual company 

is defined as a parent company. As per the 

company website, Motherson Sumi (MSSL) 
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has 29 subsidiaries (direct and indirect). In 

the consolidated balance sheet, no 

distinction is mentioned as to which asset 

or liability belongs to which subsidiary. 

Precisely, it is a snapshot of entire group.  

Standalone balance sheet is a financial 

analysis of a single or an individual 

company without considering its 

subsidiaries. Hence it does not reflect the 

financial outcome of the entire group. 

Here, all subsidiary, transactions and 

balances are reported as investment in 

subsidiary.  

As an investor, we need to take a look 

into consolidated balance sheet.  
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Conclusion 

Balance sheet should always be in sync with 

income statement. It is used for ratio 

analysis that guides to understand the 

financial dimensions of a company such as 

operating risk, liquidity, financial risks etc.  

(Ratio analysis will be discussed in the next 

module.) 
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Evaluate your learning 

1. Write a short note on balance sheet. 

2. Explain the components of balance 

sheet. 

3. Differentiate between consolidated and 

standalone balance sheet. 

4. Categorize the following images as per 

the given table: 
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Assets Liabilities Owner’s 

Equity 

   

 

5.  Make a balance sheet for your startup. 

State the net-worth of your startup.  

6. Give three examples for each of the 

following: 

− Fixed assets 

− Current assets 

− Current liabilities 

− Contingent liabilities 

− Fixed liabilities 

− Tangible assets 

− Intangible assets 
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Scenario  
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