Questions on the Balance Sheet
1. What are annual accounts?
This document includes: balance sheet, profit and loss account, auditor’s report, director’s report and notes to the account.


2. What is a balance sheet? 
A balance sheet is a financial statement at a specific time and gives information about assets, liabilities and net capital, it shows how the business is funded and uses these funds.

3. Who must produce a balance sheet?
Limited companies (SpA) and limited liability partnerships (srl)


4. Who is the balance sheet submitted to?
Companies House, HM Revenue and Customs and shareholders.


5. What other parties are interested in the balance sheet?
Potential lenders, potential investors, potential purchasers of the business, government departments, employees and trade unions.


6. Why are the annual accounts important to the owner of the business?
Because it will help the owner monitor the performance of the business.


7. What does the balance sheet show?
Fixed assets
current assets
current liabilities
long term liabilities
net capital, including owner’s or shareholder’s capital


8. What are fixed assets?
They include:
- tangible assets, for example buildings, machinery, equipment and fixtures;
- intangible assets, goodwill, patents, trademarks.


9. What are current assets?
They are assets that become cash within the year: stock, work in progress, money owed by customers, cash in the bank, pre-payments.


10. What are current liabilities?
They are amounts to pay within the year: money owed to suppliers, short term loans, overdrafts, taxes due within the year such as VAT (Valued Added Tax), PAYE (Pay as You Earn) and National Insurance. 


11. What are long term liabilities?
They include money due after the year.


12. What is net capital?
It includes owner’s capital or share capital and reserves which are retained profits.


Questions on profit and loss account

1. What is a profit and loss account?
It is a summary of business transactions over the year. By deducting the expenditure from the income it shows the profit or the loss of the business.

2. Who has to produce a profit and loss account?
Limited companies (SpA) and limited liability partnerships (srl).
But self-employed and sole traders don’t have to produce this document.


3. What is the difference between the English and Italian accounting periods?
In Italy it goes from 1st Jan to 31st Dec and in the UK from 6th April to 5th April the following year.


4. What is the auditor’s report?
It is a report produced by the auditor that certifies that the annual accounts are correct and have been produced according to the law.


5. What is the director’s report?
It is a report that clarifies the management of the business and future prospects.


6. What are notes to the account?
This information is useful in interpreting balance figures and explains which assessment standards have been applied.


7. Questions on the business plan?
1. What is a business plan?
A business plan is a roadmap for future development of  a running business or of a business that is starting.


2.  What are the main parts of a business plan?
The business mission
Market research
Marketing plan
Financial information
Cashflow forecast


3. Who will be interested in a business plan?
Banks (want to understand if the business can re-pay loans)
Potential investors ( want to know if it is convenient to buy shares in that business))
Shareholders ( want to know if the capital invested in the business is profitable)
Management (wants to draw the roadmap of business strategy)
