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Hereôs the scenario:  

the client has just 

given you the financial 

statements for the 

business and you have 

to say something 

quicklyéé 



é..hereôs what to look at in the balance sheet 

with some questions to ask. 



Remember the accounting equation.... 



Remember the accounting equation.... 

 

....itôs the balance sheet 

Assets = Equity plus Liabilities  



But before you start 

looking at the numbers 

in detail thereôs one 

thing you must check 

first; 



Does the total of the assets exceed 

the total of the liabilities (debts)? 
 



If so, the business 

is solvent so you 

can carry on. 



So, these are the first five numbers  

to look at in the balance sheeté.. 



 

Total assets 
 



What changed on the other side of the 

equation?  More or less equity?  

More or less liabilities? 

If non-current assets reduced was it due to 

depreciation or were assets disposed of?  

Were they productive assets? 

 

Has the number gone up from the previous 

year or gone down? 
 



 

Current assets 
 



Has the number changed because turnover 

changed?  If so, in the same proportion? 

Are stock (inventory) and trade debtors 

(accounts receivable) equally affected by 

the change? 

 

Has the number gone up from the previous 

year or gone down? 
 


