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About SAAA

Creating opportunities to connect our partners to succeed

SAAA offers CPD training for accountants, auditors, bookkeepers
and tax practitioners. We offer a range of webinars, seminars,
conferences and courses.

The CPD policy is compliant with IFAC IES7

All training offered by SAAA is recognised for CPD hours by the
relevant professional bodies including: SAICA, AAT, ACCA, SAIPA,
ICBA, SAIBA, IAC, IIA and CIMA.



SAAA Rewards

CPD Subscribers gain access to various rewards

These can be accessed from your profile by logging in and
navigating to your “My Rewards” > “Find out more” to see the
reward partner benefits and claim it.

These rewards include discounts, reduced premiums and free stuff.
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Russel Ngobeni
Entrepreneur
Business Accountant
Tax Practitioner
Motivational Speaker
Small Business Mentor

Business Strategist



Webinar Housekeeping SA

The webinar recording and presentation will be available at the end of the
webinar within your SAAA profile.

These can be accessed from your profile by logging in and navigating to
your “My Dashboard” > "View Events” and then clicking on “Links &
Resources” next to the webinar title.

The webinar is available under the "Recording(s)” tab and the
presentation under the “Files” tab.



Claiming CPD Hours SA

You can claim your CPD hours for this webinar at the end of the webinar
within your SAAA profile.

This can be accessed from your profile by logging in and navigating to
your “My Dashboard” > "View Events™ and then clicking on “Links &
Resources” next to the webinar title.

The “Claim My CPD" option is available under the "CPD” tab. Once
claimed you will be able to view and download your certificate.



Disclaimer SA

Disclaimer

Whilst every effort has been made to ensure the accuracy of this presentation
and handouts, the presenters / authors, the organisers do not accept any
responsibility for any opinions expressed by the presenters / author,
contributors or correspondents, nor for the accuracy of any information
contained in the handouts.

Copyright

Copyright of this material rests with SA Accounting Academy (SAAA) and the
documentation or any part thereof, may not be reproduced either
electronically or in any other means whatsoever without the prior written
permission of SAAA.



Ask Questions SA

To ask questions and interact during the webinar please use the chat
sidebar to the right of the video / presentation on the screen.

Feel free to ask your questions during the webinar in the chat, these will be
address in the formal Q & A at the end of the presentation.
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Table of Content SA

At the end of the webinar you will know:
OHow to compile a Balance Sheet;

OHow the Balance Sheet relates to other financial
reports and the interdependency thereof; and

OHow to calculate, use and interpret Balance Sheet
ratios.
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A

Annual Financial Statements:

Annual financial statements are financial reports based on a 12-month
consecutive time period. They consist of or include:

O Statement of Comprehensive Income (Income Statement)
O Statement of Financial Position (Balance Sheet)

O Statement of Changes in Equity

O Statement of Cashflow

O Notes to the Annual Financial Statements



Balance Sheet SA

o The statement of financial position, often called the balance sheet, is

a financial statement that reports the assets, liabilities, and equity of a
company on a given date.

o In other wordes, it lists the resources, obligations, and ownership details
of a company on a specific day.



Balance Sheet -

Ccomponents

o Assets (current and non-current)
o Liabilities (current and non-current)
o Owners’ Equity

SA



Formula SA

Total Liabilities

Current Liabilities
+

TOta I Assets Non-Current Liabilities
Current Assets
+
Non-Current Assets Owners' Equity

Share Capital
+

Retained Earnings




ASSets
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Definitions SA

Asset

Previous Definition
A resource controlled by the entity as a result of past events and from whic
h future economic benefits are expected to flow to the entity.

Revised Definition
* A present economic resource controlled by the entity as a result of past eve
nts
* An economic resource is a right that has the potential to produce economic
benefits




Definitions SA

Asset Definition

Changes made:
 Separate definition of an economic resource to clarify that an asset is the e
conomic resource, not the ultimate inflow of economic benefits
* Deletion of ‘expected flow’—it does not need to be certain, or even likely, t
hat economic benefits will arise

 Alow probability of economic benefits might affect recognition decisions a
nd the measurement of the asset
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Types of Assets

Non-Current Assets

o Non-current assets are a company’s long-term
investments or assets that have a useful life of more than
one year. or

o Non-current assets are assets that cannot be easily and

readily converted into cash and cash equivalents.



A

Non-Current Assets - Examples:

Property Plan and Equipment

Vehicles

Intangible Assets like Patents, Copyrights, etc.
Goodwill

Long Term Investments

Natural Resources

O O O O O O



A

Current Assets - Examples:

Cash

Cash equivalents
Short-term deposits
Stock / Inventories
Marketable securities
Office supplies

O O O O O O



L 1abilities
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Definitions SA

Liability

Previous Definition
A present obligation of the entity arising from past events, the settlement of w
hich is expected to result in an outflow from the entity of
resources embodying economic benefits

Revised Definition
o Present obligation of the entity to transfer an economic resource as a resul
t of past events
o An obligation is a duty or responsibility that the entity has no practical abili
ty to avoid




A

Non-Current Liabilities - Examples:

Bonds payable
Long-term notes payable
Deferred tax liabilities
Mortgage payable
Capital leases

O O O O O



A

Current Liabilities - Examples:

Accounts payable
Interest payable

Income taxes payable
Bills payable

Bank account overdrafts
Accrued expenses
Short-term loans

O O O O O O O
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Owner’s Equity
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Owners’ Equity

Owner's equity represents the owner's
investment in the business minus the owner's
draws or withdrawals from the business plus
the net income (or minus the net loss) since

the business began.
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Practical: Compilation of a Balance

Sheet



SA

Balance Sheet Ratios

ACCO

ACADE

UNTING




A

Ratios

1. Net working capital Ratio
2. Current ratio and quick ratio

3. Debt to asset ratio
4. Solvency ratio



A

Net Working Capital Ratio

Used to: Calculate how much money you have to put back into
your business after you pay off your short-term debt.

Current assets — current liabilities = net working capital



A

Current Ratio

Used to: Measure the liquidity of your company and see if you
can pay for your short-term expenses with the liquid assets you
have on hand.

Liquid assets are assets that easily convert into cash. If your business has high
liquidity, it means you can quickly come up with the money to pay for an
unexpected expense without going into debt.

Current Assets / Current Liabilities = Current Ratio



A

Quick Ratio

The quick ratio, also known as the acid-test ratio is a type of
liquidity ratio, which measures the ability of a company to use its
near cash or quick assets to extinguish or retire its current
liabilities immediately.

Total current assets — total current inventory) / total current
liabilities = quick ratio



A

Debt to asset ratio

Use it to: Calculate how much of your business’s assets were
purchased through debt rather than equity.

Total liabilities / total assets = debt to asset ratio



A

Debt to asset ratio

Debt to asset ratio Business risk level
Over | High—you have more debt than assets
0.6 and higher High—you may have trouble borrowing money

0.4 and lower Low



A

Solvency ratio

The solvency ratio is used to examine the ability of a business to
meet its long-term obligations.

(Net after-tax income + Non-cash expenses) +
(Short-term liabilities + Long-term liabilities) = Solvency ratio



Conclusion
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Q&A SA

Please use the chat sidebar to the right of the video / presentation
on the screen to ask your questions.

If you would like to e-mail a question please use:

technicalquestions@accountingacademy.co.za

Wwww.accountingacademy.co.za


mailto:technicalquestions@accountingacademy.co.za

Thank you for your
participation
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Your source for accounting knowledge



