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Financial statements involve five major types of accounts: assets, liabilities,
equity, income, and expenses. In this Learning Activity, we will discuss the Asset
account.

Assets have the following characteristics:

e These are resources which the enterprise owns or controls.

e These are acquired by the enterprise from a past transaction (e.g.,
acquiring a printer from a store purchase) and for their future economic
benefits (e.g., acquiring a printer for daily office operations).

e Because these are owned by the enterprise, it has the right to prevent
other entities or other businesses from using the resources.

Examples of Asset accounts:

a. Cash — This refers to the enterprise’s money on hand or in banks which is
received either as income from customers or from the owner/s for
investment. Cash and its equivalents are considered the primary medium of
exchange in most business transactions.

b. Accounts receivable — This refers to the valid claims of the enterprise from its
customers/clients who have not yet paid for the goods already delivered
and/or services already rendered. Because the customer has not yet paid,
the amount is charged on his/her account or on credit; therefore, he/she has
the responsibility of paying the amount in the future.

c. Supplies or Supplies on hand — This refers to the supplies previously
purchased by the enterprise for its operations (e.g., envelopes, pencils, bond
paper, etc.) which are unused and in stock as of the date of the balance
sheet. (We will discuss more about the balance sheet in the next activities.)

d. Property, plant and equipment (PPE) — These are long-lived assets acquired
by the enterprise for its operations. This category includes land, building,
machinery, furniture, fixtures (like lighting and tiles), equipment, and
transportation or delivery vehicles which are needed to run the business.

Exercise: Suppose you are about to open a coffee shop at a business center near
you. What specific Supplies and PPE will you need for your business
operations? List down at least three for each category of assets.




