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	Audio Script – Narrator Voice-Over 

	The second underwriting standard for capital is solvency. By the end of this topic, you will be able to explain the purpose of evaluating solvency, and define and calculate basic credit ratios associated with solvency.




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Solvency ratios evaluate the company’s ability to meet its debts in the long run and indicate whether or not the company’s solvent.

By the end of this lesson topic, you will be able to:

· Explain the purpose of evaluating solvency

· Define and calculate basic credit ratios for solvency


	Mood-setting

Show an image of money bags with dollars sign on it and debt written over it, and a hand handing it over to another hand.


	Navigation

	Previous
	<disabled>

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	Remove the page title from the build
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Topic 3: Solvency
Page Type: Text  and Graphics

Programming Page: L3T3P2

Page Title: What is Solvency?

	Audio Script - Narrator Voice-Over 

	Solvency measures the amount of debt, commitments, and other expense obligations relative to the amount of owner’s equity.  Financial adversity usually results in increased debt or reduced equity.

Two ratios that measure solvency are net worth and owner’s equity %.  In this lesson, we will be working with only one measure – owner’s equity percent, but note that more comprehensive financial analysis involves additional ratios.    




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	What is Solvency?

Solvency:

· Measures the amount of debt, commitments, and other expense obligations relative to the amount of Owner’s Equity

· Measures the company’s ability to repay if all assets sold

· Indicates ability to continue operations as a viable business even after financial adversity.

· Ratios are:

· Net worth

· Owner’s equity %


	Mood-setting

On a watermark of any mood graphic, place the following words.

Owner’s Equity

Net Worth


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments
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Page Title: Owner’s Equity (Net Worth)

	Audio Script – Narrator Voice-Over 

	Owner’s Equity, or net worth, is the difference between total assets and total liabilities, and represents the amount of an owner’s net worth in a business.  It is one of the basic accounting equations and helps determine the borrower’s ability to withstand periods of financial stress, such as a drought or economic downturn.




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Owner’s Equity (Net Worth)


Owner’s equity:

· Is the excess of assets over liabilities

· Is the amount of an owner’s net worth in a business

· Helps determine the borrower’s ability to withstand periods of financial stress

· Is not a standard
	Show schematic of a balance sheet with Total Assets and Total Liabilities highlighted.

Show the formula of Owner’s equity as shown


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments
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Page Type: Text  and Graphics - Interaction

Programming Page: L3T3P4

Page Title: Calculating Owner’s Equity

	Audio Script – Narrator Voice-Over 

	Let’s calculate Owner’s Equity based on the information in the financial statements that you prepared earlier.  When done, click on the “CHECK MY ANSWER” button to see how you did.  Good luck!




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Calculating Owner’s Equity 

Based on the information provided in the completed balance sheet, enter the Owner’s Equity amount, and click CHECK MY ANSWER, to how you’ve done. Do NOT use any commas.
Correct Response = $518,203
	Refer to working_capital_treatment.doc for example treatment.

The label for the text-box should read “Owner’s Equity”.

Use the following on-screen instructions (in lieu of instructions provided in working_capital_treatment.doc):

“Based on the information provided in the completed balance sheet, enter the Owner’s Equity amount, and click Check My Answer. Do NOT use any commas.”

Refer to section 4 of financial_analysis_ratios.doc for correct response and explanation


	Solution:

Total Assets = $881,446

Total Liabilities = $363,243

Owner’s Equity = Total Assets – Total Liabilities 

                         = $881,446 - $363,243

                         = $518,203
	Use the document – ‘Balance Sheet So far’ for the button Brown family’s balance sheet, refer to the section - Balance Sheet so far –Net Worth Calculation – Page 23
Production please note, in the HTML for this page, leave the Networth field in the Balance sheet empty. If it shows the value of networth , the answer for this practice is given away.

	Prompt: Click CHECK MY ANSWER to know how you’ve done.
	


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments
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Programming Page: L3T3P5
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	Audio Script – Narrator Voice-Over 

	The next solvency measurement is owner’s equity %.  It measures the portion of the business financed by owners. An acceptable standard for farms is an owner’s equity of greater than or equal to 50%.  Standards may differ by organization, so check with your credit management for current acceptable standards.




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Owner’s Equity %


Owner’s Equity ratio:

· Measures the portion of business financed by owners

· Sets standards, for example: Farm:  > 50% 

Note: Check for your specific institutional standards


	Show the schematic of a balance sheet and highlight the Total Assets section, and the Net worth section.

Show the formula as shown




	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments
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Page Title: Calculating the Owner’s Equity Percent
	Audio Script – Narrator Voice-Over 

	In this exercise, you will calculate the owner’s equity percent based on the Brown Family balance sheet.  




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Calculating the Owner’s Equity Percent

Based on the information provided in the completed balance sheet, enter the Owner’s Equity % amount to the nearest integer, and click CHECK MY ANSWER to see how you’ve done. Do NOT use any commas.


	Refer to working_capital_treatment.doc for example treatment.

The label for the text-box should read “Owner’s Equity %”.

Use the following on-screen instructions (in lieu of instructions provided in working_capital_treatment.doc):

“Based on the information provided in the completed balance sheet, enter the Owner’s Equity % amount to the nearest integer, and click Check My Answer. Do NOT use any commas.”

Refer to section 5 of financial_analysis_ratios.doc for correct response and explanation


	Correct Response = 58%
	

	Solution:

Net Worth = $518,203

Total Assets = $881,446

Owner’s Equity % = (518203/881446) * 100% = 58%

The Brown Family’s owner’s equity percent of 58% indicates that they have financed a significant portion of their operation themselves.  


	Format as shown

Use the document – ‘Balance Sheet So far’ for the button Brown family’s balance sheet, refer to the section - Balance Sheet so far –Net Worth Calculation – Page 23

	Prompt: Click CHECK MY ANSWER to know how you’ve done.
	


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments
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Topic Summary

	Audio Script – Narrator Voice-Over 

	In this topic, you learned the purpose of evaluating solvency, and defined and calculated basic credit ratios associated with solvency. The next topic will focus on profitability.




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Topic Summary

Let’s summarize what you have learned. In this topic you have learned and understood about:

· Solvency and its importance

· Measuring the solvency of a business through the following ratios:

· Net Worth

· Owner’s Equity %


	Mood-setting

Filename – folder 

DSC00608 – people at work

	Prompt: Click LESSON MENU to begin the next topic.
	


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	<disabled>

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	


Owner’s Equity = Total Assets – Total Liabilities


 





Owner’s Equity % = (Net Worth / Total Assets) * 100
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