Introduction To Council Finances

Balance Sheet




	Balance
	Year to Date (YTD) $

	ASSETS

	CURRENT ASSETS
	 

	Cash at bank
	 $            4,184,000.00 

	Term deposit
	 $            1,000,000.00 

	Accounts receivable/debtors
	 $               500,000.00 

	TOTAL CURRENT ASSETS
	 $            5,684,000.00 

	NON-CURRENT ASSETS
	 

	Property, plant and equipment
	 $          10,000,000.00 

	Motor vehicles
	 $               100,000.00 

	TOTAL NON-CURRENT ASSETS
	 $          10,100,000.00 

	TOTAL ASSETS
	 $          15,784,000.00 

	LIABILITIES

	CURRENT LIABILITIES
	 

	Accounts payable/creditors
	 $               500,000.00 

	Payroll liabilities (wages, provision for leave, etc.)
	 $                   2,000.00 

	Interest/bank fees
	 $                   3,000.00 

	Unexpended grants
	 $            4,000,000.00 

	TOTAL CURRENT LIABILITIES
	 $            4,505,000.00 

	NON-CURRENT LIABILITIES
	 

	Finance costs (long term)
	 $                 10,000.00 

	Provisions for employee entitlements beyond the next 12 months (redundancy/long service leave)
	 $                 50,000.00 

	TOTAL NON-CURRENT LIABILITIES
	 $                 60,000.00 

	TOTAL LIABILITIES
	 $            4,565,000.00 

	 
	 

	EQUITY (Total Assets minus total liabilities)
	 

	TOTAL EQUITY
	 $          11,219,000.00 





The example shows that the council’s financial position is good, as the assets are more than the liabilities.  The Council owns more than it owes. 

The balance sheet also shows us whether the council has working capital, or money available to keep the council going. 

Working capital is current assets minus current liabilities and in this case:

[bookmark: _GoBack]$5 684 000 (current assets)  -  $4 505 000(current liabilities) =  $1 179 000. 

And the equity, or the overall financial position of council is 
+$11 219 000, that is taking all of the liabilities (debts or bills or payments) minus all of the assets (cash money and cars and buildings)

One way to see if the council is in a good financial position, is called the current ratio, which is current assets divided by current liabilities. 

A good ratio is 1.5.  

Less than 1 means that the council may not be in a position to pay debts when they fall due. More than 3 means the council is not spending its money on services and infrastructure for the community.
