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One of the important financial tools is called a balance sheet. It is a snapshot of finances in a moment of time. For personal finance, a well-designed and constructed balance sheet taken the same day each year is essential. A balance sheet is also called a net worth statement.   A balance sheet lists the assets on the left side, and who has claim to those assets on the right side. Those claims are known as liabilities (debt) and what’s left after you subtract your debt from your assets is called net worth. 

 

One way to look at a balance sheet is the beginning and end of the cash flow & income statement.  The first date gives a point of reference on your financial position on a given point of time. The second wraps up the period. Done correctly, it can be a test of whether one improved or went backwards financially. 

1.     Use the internet, and be as precise as possible. Acquire and use your true account balances and investment values. Use fair-market values for real property (homes, cars, etc.) and other fixed assets. Do not forget to include any monies owed to you, no matter by whom, unless you know you have no hope of collecting such funds. Don't forget any security deposits which will be due you from utility companies, apartment complexes, and so on.
· When estimating values for automobiles, try websites like Kelley Blue Book, Edmunds, NADA guides, and eBay. 
· Values of antiques and other knick-knacks can often be tracked down at eBay. 
· Values of stocks and mutual funds may be tracked down at Yahoo! Finance. 
· Values of older savings bonds may be found at TreasuryDirect.gov.
Above all, be conservative, be diligent, and be honest.
 

2.      List all your liabilities (debts) and their corresponding balances.  Don't forget to include any past-due or currently-due bills. Again, be honest with yourself: List all your debts, all your financial obligations, and use their true balances. The goal is to know exactly where you stand.  Calculate your net worth.  Total your assets, then your liabilities and then subtract the liabilities from the assets.
 

When compared over time, net worth figures tell you if your debts are under control? Is your indebtedness growing faster than the money you're saving? How well are you investing the money you save? Do your investment accounts generally rise in value? Or are you losing money faster than you can put it away? How much money could you lay your hands on in an emergency? Before you can move forward in a meaningful way, you need to candidly assess your current financial position. The financial challenges facing most Americans are not dependent on the amount they earn but on how they manage what they earn.
 
The first time you see your Net Worth in black and white, you may be startled or disappointed. The idea here is not to cast you into deep despair, but to see where you are today and to provide a benchmark to measure against in the future. Place a date on the statement you have just created and be prepared to create a new statement every three to six months. You will be amazed at how quickly you can make meaningful progress when you have become committed to following the path to financial fitness.
