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1) A balance sheet reflects the assets, liabilities, and owner’s equity at a specific point in 

time. 

 

2) Assets come first on the balance sheet and reflect what the company owns. 

 

3) Current assets include assets that can be turned into cash in less than a year. 

 

4) Cash and cash equivalents come first in the current asset portion of the balance sheet. 

 

5) Account receivables (A/R) reflect customer balances outstanding on credit sales. 

 

6) Inventory reflects items held for sales or used in the manufacturing of products that will 

be sold. 

 

7) Finished goods, raw materials, and Work In Progress are three types of inventory.  

 

8) Long-term assets include assets that cannot be turned into cash within the next twelve 

months. 

 

9) Building and leasehold improvements are amortized by the lessee over the economic 

life of the improvement or the life of the lease, whichever comes first. 

 

10) Equipment reflects “historic costs”, including delivery and installation charges, of 

machinery and equipment used in business operations. 

 

11) Accountants use accumulative depreciation to adjust the “historic cost” of all items, 

depreciated to what is known as “book value”. 

 

12) Other assets refer to a multitude of other noncurrent assets on the balance sheet such 

as goodwill, patents, trademarks, copyrights, brand names, and franchises. 

 

13) Liabilities reflect what the company owes, represents claims against assets. 

 

14) Current liabilities reflect liabilities that must be paid in one year or one operating cycle, 

whichever is longer. 

 

 



16th Annual SEA Conference 
Financial Literacy – Balance Sheet Key 

2 
 

 

15) Account payables (A/P) reflect short-term obligations that arise from credit extended by 

suppliers for the purchase of goods and services. 

 

16) Notes payable reflects obligations in the form of promissory notes to suppliers and 

financial institutions. 

 

17) Line-of-credit is a current liability which permits borrowing from a financial institution 

up to a maximum amount.  

 

18) Accrued liabilities results from the recognition of an expense in the accounting records 

prior to the actual payment of cash. 

 

19) Long-Term Debt includes Notes Payables that cannot be paid within the next twelve 

months.   

 

20) Owner’s equity refers to shareholders’ stake in the company as measured by accounting 

rules. 

 

21) Retained earnings reflect the sum of every dollar a company has earned since its 

inception, less any payments to shareholders in the form of cash or stock dividends. 

 

22) Total Shareholder’s Equity reflects the sum of common stock par value, additional paid-

in capital, retained earnings, and other intangible assets. 

 

23) Cash flow reflects the money a company has coming in, going out, and the difference 

between them. 


