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Assets are items that you own and may exchange for money. An asset is anything that a company owns or manages in accounting. It includes anything that can be traded for money. The examination of a balance sheet and its assets and liabilities assists us in determining its equity value. This value can be used to determine if a firm is overpriced or
undervalued in the market. Features of Assets1l. Ownership: Assets indicate the control or ownership by the company for production purposes. The corporation can exchange these assets for cash or cash equivalents. 2. Expected Usable Life: An asset has a predetermined period of time during which it can be used productively. For objects such as
machinery that are required for the manufacture of goods, the estimated life is known to either the seller (who sells the asset to the company) or a competent professional (who determines the life span based on the asset's current condition and estimated usage). 3. Scrap Value: The depreciation of an asset over a period of time due to degradation or
obsolescence. After a couple of years, the asset is no longer functioning or useful to the firm. However, it continues to have some salvage value that the corporation can profit from by reselling it to a scrap dealer. This is referred to as an asset's scrap value. The scrap value obtained by transferring the asset is an additional form of revenue for the
company. 4. Maintenance Cost: Maintenance or repair costs are incurred by the majority of assets. Regular maintenance ensures that the asset runs properly and does not disrupt business activities. When an asset fails, whether temporarily or permanently, the organisation suffers significant revenue losses. 4. Economic Worth: Every asset has an
economic worth, which can be traded or sold in the market. Total Assets FormulaTotal Assets = Current Assets + Noncurrent Assets Here, 1. Current Assets = Cash and Cash Equivalents + Accounts Receivables + Marketable Securities + Inventory + Prepaid expenses + Other Liquid Assets 2. Non-current Assets = Fixed Assets (Tangible +
Intangible) + Non-current Investments + Long-term Loans and Advances Types of Assets Assets are classified into many groups depending on specified criteria. These are their names: 1. Convertible into CashWhen categorising assets according to their financial convertibility, assets are categorised as either current assets or fixed assets. This concept
can also be expressed as the contrast between short-term and long-term assets. A. Current Assets: Current assets are those that are readily convertible into cash or cash equivalents, usually within a period of one year. They are sometimes referred to as liquid assets. e.g Cash, Short-term deposits, Inventory, Marketable securities, Accounts
receivables, Cash equivalents and Office supplies. B. Fixed or Non-Current Assets: Noncurrent assets are those that are not readily convertible into cash or cash equivalents on a short-term basis. Hard assets, long-term assets, and fixed assets are alternative names for noncurrent assets. The following are instances of noncurrent or fixed assets:Land,
Trademarks, Building, Equipment, Machinery and Patents. 2. Tangible ExistenceThis criterion categorises assets as either physical or intangible. Tangible assets have a physical shape and can be used as collateral for company loans. Tangible assets include land, machinery, buildings, and equipment, among other things. Intangible assets, on the
other hand, do not have a physical form but can create money for the business. Intangible Assets include things like goodwill, copyright, trademarks, patents, licences, and permissions. A. Physical Assets : Physical assets are tangible assets; they are objects that can be seen, touched, and felt. Instances of tangible assets consist of: Land, Machinery,
Equipment, Office supplies, Cash, Building, Inventory, Marketable securities etc. B. Intangible Assets : Intangible assets are those which do not have a tangible form. The following are examples of intangible assets: Goodwill, Brand, Patents, Trademarks, Copyrights, Trade secrets. 3. UsageThis category classifies assets as either operating or non-
operating. Operating assets are assets that a company requires for the normal functioning of their business in order to produce revenue. A. Operating Assets : Operating assets are assets that are required in the daily operation of a business. In other words, operating assets are used to generate revenue from a companys core business activities. It
includes inventory, property, receivables, machinery, assets, patents, goodwill, copyrights, and so on. B. Non-Operating Assets : They are not required for ordinary business operations, and the company can produce revenue. Non-operating assets include short-term investments, empty land and property, convertible bonds, interest income, and so on.
Examples of AssetsExamples of Non-current Business Assets: Noncurrent assets, often known as long-term assets, are those that a company requires more than a year for conversion into cash. Long-term investments can be tangible, meaning they have a tangible appearance, or intangible, meaning they cannot be physically seen or touched. Long-
term assets include the following: Office furnishings, Real estate, Land, Plant and Machinery etc. Examples of Current Business Assets: Current assets are items that a firm can turn into cash within a year, and they are referred to as liquidity assets by some in finance since they are readily accessible for use in activities or redistribution to
shareholders. Current assets include the following: Cash,Accounts receivable , Marketable securities, Inventory, Bank accounts, Leased office equipment etc. Assets in Balance Sheet Difference between Assets and Liabilities Meaning Assets are items that a company owns or controls that have monetary worth and are utilised to produce money for the
company. Liabilities are obligations or commitments owed by a company to third parties. Types Assets are classified according to their liquidity (fixed and current assets), tangible existence (tangible and non-tangible assets), and usage (operating and non-operating assets). Liabilities are divided into three categories: current liabilities, non-current
liabilities, and contingent liabilities. Ownership Status Assets are things that the company owns or controls. Liabilities are things that the company owes to other companies. Treatment in books of accounts A decrease in the value of an asset is credited and an increase is debited. A liability is credited for any increase, while the decrease itself is
debited. Balance Sheet Assets are present on the right side of the balance sheet. Liabilities are present on the left side of the balance sheet. Examples Cash, cash equivalents, machinery, land, securities, property, factory, building, patents, trademarks, licences, and so forth, are all examples of assets. Liabilities encompass a variety of financial
obligations, such as interest-bearing mortgages, deferred tax liabilities, capital leases, and long-term and short-term loans. 1. What are Fixed Assets? Answer: Physical or material possessions that a company holds and utilises in the course of its business activities in order to supply goods and services to customers and generate revenue are referred to
as fixed assets. 2. What are the benefits of fixed assets? Answer: Fixed assets hold significant importance for a multitude of reasons. They aid a business in delivering products and services to customers and generating revenue;they provide investors and creditors with an update on the financial condition of the company; andthis may indicate that a
company is experiencing rapid expansion. 3. What are Current Assets? Answer: Current assets are those that have the capability of being converted into currency within a single operating cycle or fiscal year. Current assets serve the purpose of supporting the financing of investments and daily operational expenses. 4. Are houses assets? Answer:
Homes are thought of as investments. Any house has a mortgage on it, which is a type of debt and a risk. However, the house itself is an asset. 5. What are financial assets? Answer: Financial assets are investments in other institutions' securities. Securities include stocks, government and corporate bonds, preferred equity, and hybrids. Security and
market demand determine financial asset valuation. 6. What's an asset? Answer: An asset is usually something that benefits a person or corporation economically. Thus, an asset is something you own or owe. Assets include a desktop computer, chair, and automobile. 7. Is Labor an Asset? Answer: No. Workers receive earnings or salaries for their
efforts. Labour is not capital, like assets. Economic resource, from which future economic benefits are expectedThis article is about the finance definition. For other uses, see Asset (disambiguation).Part of a series onAccountingConstant purchasing powerHistorical costManagementTaxMajor
typesAuditBudgetCostForensicFinancialFundGovernmentalManagementSocialTaxKey conceptsAccounting periodAccrualConstant purchasing powerEconomic entityFair valueGoing concernHistorical costMatching principleMaterialityRevenue recognitionUnit of accountSelected accountsAssetsCashCost of goods soldDepreciation/ Amortization
(business)EquityExpensesGoodwillLiabilitiesProfitRevenueAccounting standardsGenerally-accepted principlesGenerally-accepted auditing standardsConvergencelnternational Financial Reporting StandardsInternational Standards on AuditingManagement Accounting PrinciplesFinancial statementsAnnual reportBalance sheetCash-
flowEquityIncomeManagement discussionFinancial statement analysisBookkeepingBank reconciliationDebits and creditsDouble-entry systemFIFO and LIFOJournalLedger/ General ledgerTrial balanceAuditingFinanciallnternalFirmsReportSarbanesOxley ActPeople and organizationsAccountantsAccounting organizationsLuca
PacioliDevelopmentHistoryResearchPositive accountingSarbanesOxley ActMisconductCreativeEarnings managementError accountHollywoodOff-balance-sheetTwo sets of booksvteln financial accounting, an asset is any resource owned or controlled by a business or an economic entity. It is anything (tangible or intangible) that can be used to produce
positive economic value. Assets represent value of ownership that can be converted into cash (although cash itself is also considered an asset).[1]The balance sheet of a firm records the monetary[2] value of the assets owned by that firm. It covers money and other valuables belonging to an individual or to a business.[1]Total assets can also be called
the balance sheet total.Assets can be grouped into two major classes: tangible assets and intangible assets. Tangible assets contain various subclasses, including current assets and fixed assets.[3] Current assets include cash, inventory, accounts receivable, while fixed assets include land, buildings and equipment.[4]Intangible assets are non-physical
resources and rights that have a value to the firm because they give the firm an advantage in the marketplace. Intangible assets include goodwill, intellectual property (such as copyrights, trademarks, patents, computer programs),[4] and financial assets, including financial investments, bonds, and companies' shares.IFRS (International Financial
Reporting Standards), the most widely used financial reporting system, defines: "An asset is a present economic resource controlled by the entity as a result of past events.[5]An economic resource is a right that has the potential to produce economic benefits."[6]The definition under US GAAP (Generally Accepted Accounting Principles used in the
United States of America): "An asset is a present right of an entity to an economic benefit."[7]JCON 8.4[8] provides the following discussion of the nature of an asset:E17: An asset has the following two essential characteristics:(a) It is a present right(b) The right is to an economic benefit.E18:The combination of those two characteristics allows an
entity to obtain the economic benefit and control others' access to the benefit. A present right of anentity to an economic benefit entitles the entity to the economic benefit and the ability to restrict others' access to the benefit to which the entity is entitled.This accounting definition of assets includes items that are not owned by an enterprise, for
example a leased building (Finance lease), but excludes employees because, while they have the capacity to generate economic benefits, an employer cannot control an employee.In economics, an asset (economics) is any form in which wealth can be held.There is a growing analytical interest in assets and asset forms in other social sciences too,
especially in terms of how a variety of things (e.g., personality, personal data, ecosystems, etc.) can be turned into an asset.[9]In the financial accounting sense of the term, it is not necessary to have title (a legally enforceable ownership right) to an asset. An asset may be recognized as long as the reporting entity controls the rights (economic
resource) the asset represents.The essential characteristic of control is the ability to benefit from the asset and prevent other entities from doing likewise. The IFRS conceptual framework explains (CF 4.20[10]): An entity controls an economic resource if it has the present ability to direct the use of the economic resource and obtain the economic
benefits that may flow from it. Control includes the present ability to prevent other parties from directing the use of the economic resource and from obtaining the economic benefits that may flow from it. It follows that, if one party controls an economic resource, no other party controls that resource.The accounting equation is the mathematical
structure of the balance sheet. It relates assets, liabilities, and owner's equity:Assets = Liabilities + Equity (in financial accounting, the term equity, not Capital, is used)Liabilities = Assets EquityEquity = Assets LiabilitiesAssets are reported on the balance sheet.[11] On the balance sheet, additional sub-classifications are generally required by
generally accepted accounting principles (GAAP), which vary from country to country.[12] Assets can be divided into current and non-current (a.k.a. fixed or long-lived). Current assets are generally subclassified as cash and cash equivalents, receivables, inventory, and accruals (such as pre-paid expenses). Non-current assets are generally
subclassified as investments (financial instruments), property, plant and equipment, intangible assets (including goodwill) and other assets (such as resources or biological assets).Main article: Current assetCurrent assets are cash and others that are expected to be converted to cash or consumed either in a year or in the operating cycle (whichever is
longer), without disturbing the normal operations of a business. These assets are continually turned over in the course of a business during normal business activity. There are 5 major items included into current assets:Cash and cash equivalents it is the most liquid asset, which includes currency, deposit accounts, and negotiable instruments (e.g.,
money orders, cheque, bank drafts).Short-term investments include securities bought and held for sale in the near future to generate income on short-term price differences (trading securities)Receivables usually reported as net of allowance for non-collectable accounts.Inventory trading these assets is a normal business of a company. The inventory
value reported on the balance sheet is usually the historical cost or fair market value, whichever is lower. This is known as the "lower of cost or market" rule.Prepaid expenses these are expenses paid in cash and recorded as assets before they are used or consumed (common examples are insurance or office supplies). See also adjusting
entries.Marketable securities: securities that can be converted into cash quickly at a reasonable priceThe phrase net current assets (also called working capital) is often used and refers to the total of current assets less the total of current liabilities.Often referred to simply as "investments". Long-term investments are to be held for many years and are
not intended to be disposed of in the near future. This group usually consists of three types of investments:Investments in securities such as bonds, common stock, or long-term notesInvestments in fixed assets not used in operations (e.g., land held for sale)Investments in special funds (e.g. sinking funds or pension funds).Different forms of insurance
may also be treated as long-term investments.Main article: Fixed assetAlso referred to as PP&E (property, plant and equipment), these are purchased for continued and long-term use to earn profit in a business. This group includes land, buildings, machinery, furniture, tools, IT equipment (e.g., laptops), and certain wasting resources (e.g., timberland
and minerals). They are written off against profits over their anticipated life by charging depreciation expenses (with exception of land assets). Accumulated depreciation is shown in the face of the balance sheet or in the notes.These are also called capital assets in management accounting.A company which invests too much of it capital in assets is
called an asset heavy company. On the other hand, a company which operates with very few to no assets is called a light asset model. Sectors like manufacturing, medical, engineering and chemical[13] comprise heavy asset model businesses, whereas digital businesses like AirBNB, Uber, Zomato etc. operate as light asset model businesses.Main
article: Intangible assetIntangible assets lack physical substance and usually are very hard to evaluate. They include patents, copyrights, franchises & licenses, goodwill, trademarks, trade names, etc. These assets are (according to US GAAP) amortized to expense over 5 to 40 years with the exception of goodwill. Websites are treated differently in
different countries and may fall under either tangible or intangible assets.Tangible assets are those that have a physical substance, such as currencies, buildings, real estate, vehicles, inventories, equipment, art collections, precious metals, rare-earth metals, Industrial metals, and crops. The physical health of tangible assets deteriorate over time. As
a result, asset managers use deterioration modeling to predict the future conditions of assets.[14] Depreciation is applied to tangible assets when those assets have an anticipated lifespan of more than one year. This process of depreciation is used instead of allocating the entire expense to one year.[citation needed]Tangible assets such as art,
furniture, stamps, gold, wine, toys and books are recognized as an asset class in their own right.[15] Many high-net-worth individuals will seek to include these tangible assets as part of their overall asset portfolio. This has created a need for tangible asset managers.A wasting asset is an asset that irreversibly declines in value over time. This could
include vehicles and machinery, and in financial markets, options contracts that continually lose time value after purchase. Mines and quarries in use are wasting assets.[16] An asset classified as wasting may be treated differently for tax and other purposes than one that does not lose value; this may be accounted for by applying depreciation.Current
assetsLiquid assetsAbsolute liquid assetsStocksPrepaid expensesBills receivableBills receivableCash in handCash in handCash in handCash at bankCash at bankCash at bankAccrued incomesAccrued incomesAccrued incomesLoans and advances (short term)Loans and advances (short term)Loans and advances (short term)Trade investments (short
term)Trade investments (short term)Trade investments (short term)Wikidata has the property: total assets (P2403) (see uses)Look up asset in Wiktionary, the free dictionary.Assets under management (AUM)Purchase price allocation”™ a b O'Sullivan, Arthur; Sheffrin, Steven M. (2021). Economics: Principles in Action. Washington, DC: Pearson
Prentice Hall. p.271. ISBN978-0-13-063085-8.” Siegel, J. G.; Dauber, N.; Shim, J. K. (2005). The Vest Pocket CPA. John Wiley & Sons. ISBN978-0471708759. OCLC56599007.There are different methods of assessing the monetary value of the assets recorded on the Balance Sheet. In some cases, the Historical Cost is used; such that the value of the
asset when it was bought in the past is used as the monetary value. In other instances, the present fair market value of the asset is used to determine the value shown on the balance sheet.” J. Downes, J. E. Goodman, Dictionary of Finance & Investment Terms, Barron's Financial Guides, 2003 a b J. Downes, J. E. Goodman, Dictionary of Finance &
Investment Terms, Barron's Financial Guides, 2003; and J. G. Siegel, N. Dauber & J. K. Shim, The Vest Pocket CPA, Wiley, 2005.” IFRS Conceptual framework paragraph 4.3” "IFRS". www.ifrs.org.”™ "CON 8.4". www.fasb.org.”™ "Statement of Financial Accounting Concepts No. 8, Chapter 4".” Birch, Kean (2016-08-10). "Rethinking value in the bio-
economy: Finance, assetization and the management of value". Science, Technology, & Human Values. 42 (3): 460490. d0i:10.1177/0162243916661633. PMC5390941. PMID28458406.” "IASB".”™ "Balance Sheet - Definition & Examples (Assets = Liabilities + Equity)". Corporate Finance Institute. Retrieved 2019-12-03.” Intermediate Accounting,
Kieso, et al.”™ "Heavy Asset Model vs Light Asset Model Business". Bilimoria Mehta & Co. November 16, 2022.” Piryonesi, Sayed Madeh (November 22, 2019). The Application of Data Analytics to Asset Management: Deterioration and Climate Change Adaptation in Ontario Roads (PhD thesis). University of Toronto. hdl:1807/97601.”™ Downes, John;
Goodman, Jordan Elliot. Finance and Investment Handbook, Sixth Edition, Barron's Educational Series, Inc., 2003.” "wasting". Oxford English Dictionary (Onlineed.). Oxford University Press. (Subscription or participating institution membership required.)Retrieved from " Assets are persons or things that can produce value. People can be assets
because of the value they bring to a relationship or organization. Things which are assets have value for the owner because they can be converted into cash. Cash on hand is also considered an asset. Tangible assets are those that can be touched. Examples include:BuildingsCash on depositCash on handCertificates of deposit or CDsCommercial
paperCorporate bondsCorporate stockDebentures heldEquipmentFederal agency securitiesFederal treasury notesGuaranteed investment accountsIinventoryLandLoans to members of insurance trusts systemsLoans receivablesMarketable equity securitiesMarketable securitiesMoney market fundsMortgages (receivable) held directlyMutual fundsNotes
receivablesRepurchase agreements"Restricted" cash and investmentsSavings accountsShare of funds in governmental investment accounts or poolsState and local government securitiesTime depositsWarrants (to purchase securities) Intangible assets are non-physical, meaning they cannot be touched. They have value because they represent an
advantage to a business or organization.Examples include:Accounts receivableBlueprintsBondsBrand namesBrand recognitionBroadcast licensesBuy-sell agreementsChemical formulasComputer programsComputerized databasesContractsCooperative agreementsCopyrightsCustomer relationshipsDesigns & drawingsDistribution rightsDevelopment
rightsDistribution networksDomain namesDrilling rightsEasementsEngineering drawingsEnvironmental rightsFCC licensesFilm librariesFood flavorings & recipesFranchise agreementsGoodwillHistorical documentsjoint venturesLaboratory notebooksLanding rightsLicensesLoan portfoliosLocation valueManagement contractsManual
databasesManuscriptsMedical charts and recordsMethodologiesMineral rightsMusical compositionsNatural resourcesPatentsPermitsProcedural manualsProduct designsProperty use rightsProprietary technologyRoyalty agreementsSchematics & diagramsSecurities portfoliosSecurity interestsShareholder agreementsSolicitation rightsSupplier
contractsTechnology sharing agreementsTitle plantsTrademarksTrade secretsTrained & assembled workforceTraining manualsUse rights - air, water, land Personal assets might be tangible or intangible. They can be assets owned by the person or assets related to the person's personal characteristics.Examples of owned personal assets
include:ArtworkAutomobileChecking accountCollectibles Electronics InsuranceJewelrylnvestment accountsRetirement accountSavings accountExamples of personal characteristic assets include:Great smileAbility to get along with many different personalitiesPositive attitudeSense of humorGreat communicatorExcellent public speaker Corporations
have long lists of assets including companies and brand names which are owned by the corporation.Here are some examples of the assets of Disney:ABC Entertainment Group AnimationDisney-ABC Television Group Disney Channels Worldwide Disney Consumer Products Disney Cruise LineDisney Interactive Studios Disney Music GroupDisney
OnlineDisney Publishing WorldwideDisney Theatrical GroupDisney Vacation ClubDisneyland ParisDisneyland ResortESPN, Inc.Hong Kong International Theme Parks LucasfilmMarvel EntertainmentWalt Disney World ResortHere are some examples of the assets of PepsiCo:AquafinaAunt Jemima Mixes & SyrupsBaked! Cheetos SnacksBaked! Doritos
Tortilla ChipsBaked! Lay's Potato CrispsBaked! Ruffles Potato ChipsBaked! Tostitos Tortilla ChipsCap'n Crunch CerealChester's PopcornCracker Jack Candy Coated PopcornDoritos Tortilla ChipsFrito-Lay Nuts & SeedsFritos Corn ChipsFunyuns Onion Flavored RingsGatorade G SeriesPrime 01Grandma's CookiesLay's Potato ChipsLipton Brisk Sweet
TeaMountain Dew LivewirePepsiPropel ZeroQuaker Chewy Granola BarsQuaker Life CerealQuaker Instant Oatmeal Rice-A-Roni Side DishesRockstar EnergyRold Gold PretzelsRuffles Potato ChipsSabra HummusSeattle's Best CoffeeSoBe LifewaterStarbucks FrappuccinoSunChips MultigrainSnacks Tostito'sTortilla ChipsHere are some examples of the
assets of Time Warner:HBOCartoon NetworkCinemaxCNNMoney.comCNN News GroupCoastal LivingCooking LightDC ComicsEntertainment WeeklyEssenceFortuneGolf (magazine)HealthMad MagazinePeopleSouthern LivingSports IllustratedSunsetTBSTNTTCMAssets, whether they are business or personal assets, add value to a person or an
organization. Hi, Im Shaun. Im a CPA who worked in Public Accounting for the better portion of a decade. Like many of you, I know from experience that accounting can be difficult to understand. Textbooks can be difficult to read and give you more information than necessary to understand accounting concepts. That is why I started
MyAccountingCourse.com. My goal is to help you understand accounting principles by breaking down accounting concepts into everyday language, so you can understand them and learn faster for free. MyAccountingCourse.com also has many examples of basic accounting events and situations for you to study. My examplejournal entriesinclude
diagrams and tables to help illustrate concepts in the study guide. I also have an ever-expandingaccounting dictionarywith hundreds of accounting terms for you to reference. After you get done using my accounting course, you can take advantage of theaccountant career planningsection. Whether you want to become a CPA, bookkeeper, or just
understand your business better, I have information about how to use your new accounting knowledge. If you have any questions aboutaccounting concepts or principles, my articles, or suggestions for new accounting topics, please feel free toemail me.An asset is defined as a resource that is owned or controlled by a company that can be used to
provide a future economic benefit. In other words, assets are items that a company uses to generate future revenues or maintain its operations.Assets accounts generally have adebit balance. This means that entries created on the left side (debit entries) of an assetT-accountincrease the asset account balance while journal entries created on the right
side (credit entries) decrease the account balance. Types of Asset Accounts ExplanationPretty much all accounting systems separate groups of assets into differentaccounts. These accounts are organized into current and non-current categories. A current asset is one that has a useful life of one year or less. Non-current assets have a useful life of
longer than one year. List of Assets Accounts ExamplesHeres a list of some of the most common asset accounts fond in a chart of accounts:Current AssetsCash Cash is the most liquid asset a company can own. It includes any form of currency that can be readily traded including coins, checks, money orders, and bank account balances.Accounts
Receivable Accounts Receivable is an asset that arises from selling goods or services to someone on credit. The receivable is a promise from the buyer to pay the seller according to the terms of the sale. This is an unusual asset because it isnt an asset at all. It is more of a claim to an asset. The seller has a claim on the buyers cash until the buyer pays
for the goods or services.Notes Receivable A note is a written promise to repay money. A company that holds notes signed by anotherentityhas an asset recorded as a note. Unlike accounts receivable, notes receivable can be long-term assets with a stated interest rate.Prepaid Expenses Prepaid expenses, like prepaid insurance, are expenses that have
been paid in advanced. Like accounts receivable, prepaid expenses are assets because they are a claim to assets. If six months worth of insurance is paid in advance, the company is entitled to insurance (a service) for the next six months in the future.Inventory Inventory consists of goods owned a company that is in the business of selling those goods.
For example, a car would be considered inventory for a car dealership because it is in the business of selling cars. A car would not be considered inventory for a pizza restaurant looking to selling it delivery car.Supplies Many companies have miscellaneous assets that are entire in product production that are too small and inexpensive tocapitalize.
These assets are expenses when they are purchased. A good example is car factorys bolts. Its difficult to account for each bolt as it is used in the assembly process, so they are just expensed. Long-term AssetsFixed Assets Fixed assets include equipment, vehicles, machinery, and even computers. These assets generally have a useful life of more than
one year and are usually more expensive business purchases.Intangible Assets Not all assets are physical. Some assets like goodwill, stock investments, patents, and websites cant be touched. These intellectual assets can be quite substantial, however.There are many more types of assets that arent mentioned here, but this is the basic list. We will
discuss more assets in depth later in the accounting course. Right now its important just to know the basic concepts. Account FormatLiability Accounts Share copy and redistribute the material in any medium or format for any purpose, even commercially. Adapt remix, transform, and build upon the material for any purpose, even commercially. The
licensor cannot revoke these freedoms as long as you follow the license terms. Attribution You must give appropriate credit , provide a link to the license, and indicate if changes were made . You may do so in any reasonable manner, but not in any way that suggests the licensor endorses you or your use. ShareAlike If you remix, transform, or build
upon the material, you must distribute your contributions under the same license as the original. No additional restrictions You may not apply legal terms or technological measures that legally restrict others from doing anything the license permits. You do not have to comply with the license for elements of the material in the public domain or where
your use is permitted by an applicable exception or limitation . No warranties are given. The license may not give you all of the permissions necessary for your intended use. For example, other rights such as publicity, privacy, or moral rights may limit how you use the material. Assets are essential components of any individual or organization's
financial portfolio. They represent valuable resources that can be owned or controlled to generate future economic benefits. Assets can come in various forms and play a crucial role in determining an entity's overall financial health. In this article, we will explore five examples of assets and delve into their significance in wealth accumulation and
financial planning.The first example of an asset is cash and cash equivalents. This category includes physical currency, such as coins and banknotes, as well as balances held in checking or savings accounts. Cash is considered the most liquid asset as it can be readily used for transactions or to meet financial obligations. Cash equivalents are short-
term investments that are highly liquid and easily convertible into cash, such as money market funds or Treasury bills. Having a sufficient amount of cash and cash equivalents provides liquidity and financial stability, enabling individuals and businesses to cover expenses and seize investment opportunities when they arise.Another common asset type
is real estate. Real estate assets encompass properties such as residential homes, commercial buildings, land, and rental properties. Real estate is often viewed as a tangible and valuable asset that can appreciate over time. Owning real estate can provide rental income, capital appreciation, and tax benefits. Moreover, real estate investments offer
diversification to a portfolio and serve as a hedge against inflation. However, managing real estate assets requires expertise in property maintenance, tenant relationships, and market analysis. Despite the challenges, real estate remains a popular asset class for wealth creation and long-term financial growth.Investment securities represent another
significant asset category. These include stocks, bonds, mutual funds, and exchange-traded funds (ETFs). Stocks represent ownership stakes in publicly traded companies, offering potential capital gains and dividends. Bonds are debt instruments issued by governments or corporations, providing fixed interest payments and return of principal at
maturity. Mutual funds and ETFs pool investors' funds to invest in a diversified portfolio of securities, managed by professional investment managers. Investment securities are vital assets for wealth accumulation, retirement planning, and portfolio diversification. However, they come with market risks, volatility, and the need for ongoing monitoring
and rebalancing to achieve investment goals.Business ownership or equity in a company is another example of an asset. Entrepreneurial ventures, partnerships, or shares in privately held or publicly traded companies represent ownership interests that can appreciate in value over time. Business ownership entitles individuals to a share of profits,
voting rights, and potential growth opportunities. However, investing in or owning a business involves risks related to market competition, industry trends, regulatory changes, and operational challenges. Successful business ownership requires strategic planning, financial acumen, and the ability to adapt to dynamic market conditions. Despite the
risks, owning a business can be a rewarding asset that generates wealth and creates a legacy for future generations.Lastly, intellectual property represents a valuable intangible asset for individuals and organizations. Intellectual property assets include patents, trademarks, copyrights, and trade secrets that protect innovative ideas, creative works,
and proprietary information. Intellectual property rights enable owners to monetize their creations through licensing agreements, royalties, or asset sales. Intellectual property assets can enhance a company's competitive advantage, brand recognition, and market positioning. However, safeguarding intellectual property requires legal protection,
enforcement strategies, and continuous innovation to stay ahead of competitors. Leveraging intellectual property assets can drive revenue growth, foster innovation, and differentiate products and services in a competitive marketplace.In conclusion, assets are essential components of wealth creation, financial security, and long-term prosperity. By
diversifying asset holdings across cash, real estate, investment securities, business ownership, and intellectual property, individuals and organizations can build robust portfolios that generate sustainable returns and mitigate risks. Understanding the characteristics, risks, and opportunities associated with different asset classes is crucial for effective
financial planning and investment management. By harnessing the power of diverse assets, individuals can enhance their financial well-being, achieve their goals, and secure a prosperous future for themselves and their families. The AccountingTools site is the complete source of information for the accountant. It contains continuing professional
education (CPE) courses, business books, the Accounting Best Practices podcast, and articles on thousands of topics.Our emphasis is on clear explanations of the accounting standards and the practical management aspects of accounting, finance, and operations. The core areas of the site are noted below.CPE CoursesWe offer more than 320 courses,
mostly developed in-house, for those needing continuing professional education training. AccountingTools is registered with the National Association of State Boards of Accountancy (NASBA) as a sponsor of continuing professional education.BooksWe offer more than 50 business books, with a primary emphasis on accounting and finance topics. These
books are intended for both the student and the professional accountant. They can all be purchased as printed softcover books from Amazon. The book list is located in the right sidebar.ArticlesThe site contains nearly 4,000 articles on accounting, finance, and operations topics. The database of articles can be searched from the search feature in the
right sidebar, as well as from the topics index and site archive, located in the drop-down menu.PodcastThe site contains links to every episode of the Accounting Best Practices podcast, which has been downloaded more than 5 million times. The podcast episodes can be searched from the podcast index, located in the drop-down menu.All
BlogsAccounting ResourcesExamples of AssetsBalance Sheet AssetsBalance Sheet AssetsBOOT CAMP - Financial Modeling (6 Hrs)Boot Camp: LEARN Financial Modeling in Just 6 Hours!Table Of ContentsAn asset is a resource owned or controlled by an individual or an economic entity which gives them financial returns. They are also assessed in
terms of their value that can be converted into cash, often referred to as liquidity. The economic value could be immediate or can be experienced at a future date.In contrast, liabilities are payments that are owed by the individual or an organization. Examples of assets include all current, capital, and intangible assets owned by a company and used for
accounting purposes. For example, cash, accounts receivable, building, plant and equipment, goodwill, and patents.Examples of assets refer to tangible, intangible, and intellectual properties of an individual, organization, or a government that adds economic value. They can be spread across different asset classes depending on their requirements
and whims and fancies.Some of the most common examples of such assets are:Cash Temporary Investments Accounts Receivables Inventory Prepaid Insurance Property, Plant & Equipment Land Buildings Goodwill Trademark: Patents CopyrightsAssets can be divided into subcategories which are mentioned belowLet us understand the examples of
assets through the detailed explanation of each of these examples.#1 - Current Assets(Short Term in Nature)Cash:It includes the bank balance and cash available in the business.Temporary Investments: It includes investment in short term money market instruments, debt instruments, mutual funds, or investments in the public equity of other
businesses. The intent here is to park surplus cash in more productive places than bank accounts to yield a higher return from your investments over a short period.Accounts Receivables: It includes receipt claims from your customers for future payment of your credit sale.Inventory: It includes the business's stock like for an automobile company; cars
produced will be their inventory as their main motive is to sell them.Prepaid Insurance: This may sound unusual, but our short-term asset is the insurance premium we pay in advance. It helps us mitigate any contingent liability that may arise in the future from that item against which we took insurance. Let's take the example of auto insurance; we
take it because if an accident happens, the auto insurance company will pay us for the damages, thereby reducing our hassle. For that, they charge an annual premium. Hence, it is a short-term asset for us.#2 - Capital Assets (Long Term in Nature)Property, Plant & Equipment: It includes all the properties/offices, plants/factories, and
equipment/machinery/furniture owned by the company and whose benefit can be enjoyed for the long term. For example-factories, plants, machinery, furniture, and other equipment.Land: It includes a plot that can be used to build your office or factory, which can help you run your operations.Buildings: We need land to construct buildings that can be
further used for other commercial activities.#3 - Intangible Assets(They can be either Long Term or Short Term in Nature)There are mainly four intangible assets which generally show up in the balance sheet most of the times, and they are mentioned below:Goodwill: It represents and quantifies the brand value that the company creates for itself
throughout its business. It represents that the company's customer base is loyal and will come back to purchase the product again from the same company. Let's take the example of companies like Apple, Nike, Tesla, IKEA, etc. In the case of Apple, which makes smartphones charge a premium over other comparable devices because of their goodwill,
this makes people come back, again and again, to purchase the phone from Apple only.Trademark: It is the business logo that creates a special image in the minds of its customers. We can again look at the logo of Apple, which indicates a level of superiority over other phones, and that is why people owning that product think that they own something
special. It also shows the brand's philosophy, like in the case of the Hyundai logo; they have tried to show two people shaking hands, highlighting the company's focus on customer needs and satisfaction.Patents: They are the inventions the company makes. Since they have invested heavily to bring out something new, no other company can use it
without the inventor's permission over a specific period (generally 20 years). For example, various technological innovations done by companies like Apple, Google, and Motorola are held as patents in their books. Their competitors cannot copy them for a certain period, and the only way to use them is to take permission from the inventor and pay a
royalty over their usage.Copyrights: They also create certain items like songs, movies, and photographs, which can only be used by other people after taking permission from their creator. For example, one of the companies by the name "Getty Images" is purchasing photographs and videos from the photographers and then selling them to a wide
variety of audiences at a very nominal fee compared to what they have paid to the original photographer.So these are some of the intellectual properties that the businesses can own. We cannot see them physically but can rather feel their impact on our lives.In all the above cases, usage is the most important aspect in determining whether an item
should be considered a current or capital asset. Below are some examples of Assets in accounting that will illustrate the change in nature of an item with the change in the intent for its usage:House or land: It is a long-term asset for most of us because it requires a huge investment and it will provide benefits over a long course of time, but for real
estate developers (like- DLF, Trump, etc.), it is considered as their inventory because they are in in the business of purchase/sale of land and houses. Similarly, even for property dealers, it will be their inventory.Furniture: It is a long-term asset for us but furniture manufacturers (like- IKEA, etc.), and for furniture showrooms, it will be a part of their
inventory.Cars: It is also a long-term asset for us, but for Automobile companies (like- Ford, Toyota, etc.) and car showrooms, it will be a part of their inventory.So what matters is how you use and perceive, which will determine the classification of assets in your balance sheet. October 12, 2024 October 12, 2024/ Steven Bragg An asset is something
that is expected to yield a benefit in a future period. If an asset is expected to be entirely consumed within the current period, then it is instead charged to expense in that period. In a business, assets are aggregated into different line items on the balance sheet.Examples of Tangible AssetsExamples of assets that are found on the balance sheet are as
follows (presented in alphabetical order):Bond investmentsBuilding fixed assets - includes the interest cost incurred during construction.Cash - includes the cash in all savings and checking accounts, plus petty cash.Certificate of deposit investmentsCommercial paper investmentsComputer equipment fixed assetsComputer software fixed
assetsFinished goods inventory - is reduced by any reserve for obsolete inventory.Furniture and fixture fixed assetsLand fixed assetsLeasehold improvement fixed assets - can be quite short term, since the asset only lasts until the lease expires.Loans receivable from employees - is reduced by any reserve for loans unlikely to be paid.Machinery fixed
assetsMoney market investmentsNon-trade receivables - is reduced by a reserve for any receivables unlikely to be paid.Notes receivable - is reduced by a reserve for any notes unlikely to be paid.Office equipment fixed assetsParts and suppliesRaw materials inventoryStock in other companiesToolsTrade receivables - is reduced by a reserve for any
receivables unlikely to be paid.Vehicles fixed assetsWarrants to purchase sharesWork-in-process inventory - is reduced by any reserve for obsolete inventory.Related AccountingTools CoursesAccounting for Intangible AssetsFixed Assets AccountingHow to Audit Fixed Assets Some fixed assets are classified as intangible, and are recorded on the
balance sheet within a separate line item. These items are either purchased or obtained as part of an acquisition. Any internally-generated intangible assets are charged to expense as incurred; there is no recorded asset. Examples of these intangible assets are:Brand namesBroadcast licensesCopyrightsDomain namesEasementsFilm librariesFranchise
agreementsGoodwillLanding rightsLicensesMineral rightsPatentsPermitsRoyalty agreementsSupplier contractsTrademarksExamples of Non-Recognized AssetsSome assets are not found on the balance sheet, typically because they are internally-generated assets or valuable processes that the accounting standards do not allow an organization to
recognize as assets. Examples of these non-recognized assets are:Internal quality control processesInternal research and development processesStaff training investmentsThe value of a brand imageCurrent Assets vs. Long-Term AssetsA business classifies its assets as either current assets or long-term assets on its balance sheet. The main
differentiating factor between these two classifications is that current assets are expected to be consumed within one year, while long-term assets are expected to provide the business with value for a more extended period of time. An example of these classifications appears in the following exhibit of a balance sheet. October 12, 2024/ Steven Bragg/
February 11, 2025 February 11, 2025/ Steven Bragg Asset accounts store monetary information about a companys resources. Assets can be subdivided into many accounts, depending on their nature and assumed holding periods. The ending balances in these accounts roll forward into the beginning balances for the following year. The general
categories of asset accounts are as follows, along with the accounts commonly used within each category:Current Asset AccountsCash. Includes bills and coins on hand, such as petty cash.Bank deposits. Includes cash kept in depository accounts.Marketable securities. Includes both debt securities and equity securities, as long as they can be
liquidated within a short period of time.Trade accounts receivable. Only includes receivables from the organization's customers. This is the bulk of all accounts receivable, though only if a company extends credit to its customers. If a business only sells for cash up front, then there are no trade accounts receivable.Other accounts receivable. May
include an array of miscellaneous receivables, especially advances to employees and officers. Many companies do not use this account at all.Notes receivable. Includes notes from other parties. A common source is accounts receivable that have been converted into notes, usually because customers were unable to pay them on time.Prepaid expenses.
Includes any prepaid amounts that have not yet been consumed, such as prepaid rent, insurance premiums, and advertising. The amounts in this account are gradually charged to expense on a monthly basis.Other current assets. Includes any minor items not readily classified into one of the preceding accounts.Related AccountingTools
CoursesBookkeeper Education BundleBookkeeping GuidebookThe Balance Sheet Raw materials inventory. Includes materials that must be converted into their final form through a production process.Work-in-process inventory. Includes goods that are in the process of being converted into salable items. If a business has a very short production cycle,
then it may not maintain this account at all; instead, raw materials are converted directly into finished goods.Finished goods inventory. Includes items that have been manufactured and are now ready for sale.Merchandise inventory. includes goods that were purchased from suppliers in a ready-for-sale condition. This account is most commonly used
by retailers.Buildings. Includes the constructed or purchased cost of all buildings owned by the firm.Computer equipment. May include not only computer equipment, but also the cost of more expensive software packages.Furniture and fixtures. Includes all furniture owned by the business.Land. Includes the cost of all land owned by the business. This
account is not depreciated.Leasehold improvements. Includes the cost of all improvements made to property being leased by the company as the lessee.Machinery. Includes the cost of production equipment, conveyors, and so forth.Office equipment. Includes the cost of such office equipment as printers and copiers.Vehicles. Includes all vehicles,
forklifts, and related equipment owned by the business.Accumulated depreciation. Represents the cumulative total of all depreciation charged against fixed assets. This is a contra account, and so is paired with and offsets the other fixed asset accounts.Broadcast licenses. Includes the cost to obtain broadcast licenses.Copyrights, patents, and
trademarks. Includes the costs incurred to obtain these assets.Domain names. Includes the cost to acquire Internet domain names.Goodwill. Is comprised of the acquisition cost of an entity, less the fair value of all identifiable assets. This account is reduced by the amount of any goodwill impairment detected by the accountant.Accumulated
amortization. Represents the cumulative total of all amortization charged against intangible assets. This is a contra account.Deferred tax assets. Future tax benefits due to overpayment or timing differences.Notes receivable. Loans to others expected to be collected after a year.Asset ClassificationExamples of AssetsThe Difference Between Assets and
LiabilitiesTypes of Assets February 11, 2025/ Steven Bragg/ How can financial brands set themselves apart through visual storytelling? Our experts explainhow.Learn MoreThe Motorsport Images Collections captures events from 1895 to todays most recentcoverage.Discover The CollectionCurated, compelling, and worth your time. Explore our latest
gallery of EditorsPicks.Browse Editors' FavoritesHow can financial brands set themselves apart through visual storytelling? Our experts explainhow.Learn MoreThe Motorsport Images Collections captures events from 1895 to todays most recentcoverage.Discover The CollectionCurated, compelling, and worth your time. Explore our latest gallery of
EditorsPicks.Browse Editors' FavoritesHow can financial brands set themselves apart through visual storytelling? Our experts explainhow.Learn MoreThe Motorsport Images Collections captures events from 1895 to todays most recentcoverage.Discover The CollectionCurated, compelling, and worth your time. Explore our latest gallery of
EditorsPicks.Browse Editors' Favorites
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