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Financial Fluency
Why Financial Fluency Matters for In-House Counsel



• Why financial fluency matters for legal 

counsel/leadership.

• Understanding the three core financial 

statements.

• Understanding core financial ratios.

• Legal relevance and red flags.

• Applying financial insight to legal decisions.



• Changing expectations of the in-house position.

• Every legal issue has a financial impact. Counsel 

does not need to be a finance expert but should 

have a reasonable degree of financial fluency to 

protect liquidity, credibility, and strategic options.

• Legal advice often competes with commercial 

objectives (where are the bounds of risk 

tolerance, which are set by  financial constraints).



• Each financial statement tells a portion of the 

story. Understanding how they fit together 

gives a complete picture of the company’s 

financial health:

• Income Statement –  Performance.

• Balance Sheet –  Position.

• Cash  Flow Statement –  Liquidity.



• Operating profit and margins.

• A company can be profitable and still fail due 

to timing, debt, and working capital.

• Revenue and profit can be recorded without 

cash being collected





• Assets, liabilities, and equity.

• Debt levels and maturity.

• Practice Note: Pay attention to the footnotes!





• Cash  funds operations, not accounting profit.

• Operating vs. investing vs. financing.

• Liquidity risk.

• Solvency vs. profitability.





• Internal –  No independent assurance.

• Reviewed –  Limited assurance, not an audit.

• Audited –  Independent opinion that statements are 

fairly presented under GAAP in all material respects.



• GAAP

• Financial ratios simplify statements into 

actionable insights.

• Categories of financial ratios:

• Liquidity

• Leverage

• Profitability

• Efficiency



• Mergers & Acquisitions

• Earn-outs

• Quality of Earnings

• Executive/Employee Compensation

• Insurance
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