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ASSETS LIABILITIES  

Current assets: Current Liabilities: 

Cash/ Checking account $4,000 Student loan(due in 12 months)       $ 240 

Savings account $ 500 Car loan(due in 12 months)       $ 900 

Stocks $ 2,350 Credit card       $ 948 

Total Current Assets $ 6,850 Total Current Liabilities       $2,088 

Long Term Assets: Long Term Liabilities: 

House $ 115 Student loan       $ 240 

Car $ 900 Car loan       $ 900 

401k $ 85 

Bonds $30 

Total Long Term Assets $ 1,130 Total Long Term Liabilities       $ 1,140 

Total Assets $ 7,980 Owner’s equity        $4752 

Total Liabilities and 

Owner’s equity          $7,980  

 

 

 

 

 

 



A balance sheet shows the financial position of a person at a given point in time. It shows 

the assets; both long term and current assets, on one side and liabilities (debts), both long term 

and short term liabilities on the other side and also the owners’ equity. From the balance sheet 

given above, there is proof that the net worth of this person has a positive net worth since the 

number of assets that they own is greater than the total debt. Therefore, a person might use a 

balance sheet when they want to make personal financial decisions, especially when they want to 

better their financial growth,​ Mann, L. (1972). 

The income statement shows how much a person spends from their earnings on a given 

duration of time. The statement may capture cash flow either weekly, monthly, yearly etc.. 

Making such a statement may help one decide on which expenses they need to cut costs on and 

which they do not need at all. From the income statement given, personal income and expenses 

are captured and it is clear that this person does spend more sometimes than they earn thus 

showing that this person has to make important financial decisions on how to cater for the excess 

expenses made. This can be achieved by saving. Financial discipline is not taught in schools at 

all and one must take the initiative of learning on their own. Thus, the balance sheet and the 

income statement are important tools towards acquiring financial freedom since you will reflect 

on the wrong financial decisions that you previously made and work on them Chen, H.(1998). 

These financial statements also play a role in the reduction of poverty. Once a person 

prepares these statements and figures out where they are at financially, they may decide to come 

up with better ideas to generate more income, they may also plan their finances in order to 

reduce debts. Therefore, knowledge on these financial statements is important both in class work 

and also in one’s life applications. People should therefore take the initiative of tracking their 

finances since these financial statements are easy to prepare and easy to understand too. 
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