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5504640938
Balance Sheet
Assets										$
Current Assets
	Monetary Assets							   5,000
Total Current Assets								   5,000
Non-current Assets
	Cars									  20,000
	Furniture								  10,000
	House									150,000
Total Non-current Assets							180,000
Total Assets									185,000

Liabilities
Current Liabilities
	Bills									   1,150
Total Current Liabilities							   1,150
Non-current Liabilities
	Car loans								  20,000
	College loans								  10,000
	House mortgage							100,000
Total Non-current Liabilities						130,000
Total Liabilities								131,150

Net worth = 185,000-131,150 = $53,850

They are doing well. Their assets can cover the liabilities. Most of their assets come from their house.

Income Statement
Salary										  50,000
	Personal Income Tax						7,500
Income for living expense							  42,500
	Charity							6,000
	Paying themselves						5,000
Gross Salary									  31,500
Expenses
 	Mortgage							7,730
 	Auto Loan							7,410
 	College Loan							1,160
 	Utilities and property taxes					2,270
 	Food								6,000
 	Insurance							1,500
 	Other Expenses						5,430
Total Expenses								  31,500
Net Income									             0

Their expenses don’t exceed their gross salary, and they have some amount of saving. They are available to live on their income. However, their debt is quite high. 
Liquidity ratios
Current ratio = current asset / current liabilities
		= 5,000 / 1,150 = 4.35
Month’s Living Expense Covered Ratio = Monetary assets / (annual living expenses/12) = 5,000 / (31,500/12) = 1.95

[bookmark: _GoBack]Two liquidity ratios show that they are doing well about managing their debts. They have enough short-term assets to pay back their short-term liabilities. They could pay current liabilities 4.35 times with their cash on hand. However, they have enough cash assets available to them to pay monthly living only two months so they should increase their monetary assets in order to cover monthly living expenses at least three to six months.

Debt ratios
Debt ratio = total liabilities / total assets
	       = 131,150 / 185,000 = 0.71
Long-term debt coverage ratio = income available for living expenses (wages - taxes or W-T) / long-term debt payments (debt you would not pay off in 12 months)
= (50,000 – 7,500) / (7,730 + 7,410 + 1,160) = 2.61
Debt ratio is high showing that the debt that they have is about 71% of their assets. Long-term debt ratio is 2.61 times. They have a lot of debt and spend much money with paying back the debt. They should invest more money to gain profits and higher income. They should reduce their expense and debt. They probably sell some of their assets such as selling one of their cars.
Saving ratios
Savings ratio = income available for savings and investment / income available for living expenses
 		= 5,000 / 42,500 = 0.12
Gross savings ratio = income available for savings and investment / gross salary
		= 5,000 / 50,000 = 0.1
Saving ratios show that they are saving about 12% of their income available for living expenses and 10% of their gross salary. The amount of monetary assets is equal to the amount of income available for savings and investment so it probably implies that they just started saving last year. It would be better if they can reduce their spending and increase saving more than 10%.
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