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INDICATORS OF
INSOLVENCY
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Definition of Insolvency (section 95A)
(1) A personis solventif,andonly if,the person
Is ableto payallthe p e r sdeltstasandwhen
they becomedue andpayable

(2) A personwho is not solventisinsolvent



“The inquiry whether there are reasonable grounds
to expect the company is unable to pay it’s debts
when due is a factual one to be decided in the light
of all the circumstances of the case. It is to be
decided as a matter of commercial reality and thus
requires a consideration of the company's financial
condition in its entirety, including its activities, assets,
liabilities, cash, money it could procure from the sale
of assets or by way of loan and its ability to raise

. 99
Capltal : Justice Finkelstein - Quick v Stoland (1998)



Cash-flow insolvency: -
Lack of liquidity to pay debts as they fall due.

Balance sheet insolvency:-
Liabilities exceed assets.



Financial Statements
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Analysis Techniques
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