


(1) A personis solventif,andonly if, the person

is ableto payall thepersonõsdebts,asandwhen

theybecomedueandpayable.

(2) A personwho is not solventis insolvent.







Income 
statement

ÅIncome

ÅExpenses

ÅProfit or loss

ÅSpecific time period

Balance
sheet

ÅAssets

ÅLiabilities

ÅEquity

ÅSingle moment in 
time

Cash flow
statement

ÅChanges in cash & 
cash equivalents 
during specific time 
period

ÅReconciles beginning 
& ending cash & 
cash equivalents 
account balances



Horizontal
analysis

Compare 
changes in line 

items in $ and % 
terms between 

different periods 
(usually over 2 years)

Vertical
analysis

Calculates each 
line item as a % 
of a base figure 

within the 
statement

Ratio analysis

Comparison of 
line items in the 

financial 
statements




