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Assets, Liabilities, and Owners' Equity

* Every company is comprised of five very significant elements.

* Assets, Liabilities, Owner's Equity, Expenses, and Revenues are all elements that
make up the financial statements.

* We'll start with the first three elements on the list now.
* Assets are all resources that a company owns or controls, including cash.

e The company employs these resources to carry out its operations to obtain some
profit in the future. The company would not exist or profit if these resources were ¢
not made available.
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Assets, Liabilities, and Owners' Equity

* Abusiness's Current Assets are assets that a business expects to hold for less than
12 months.

v" Inventory, cash, and accounts receivable are examples of current assets.

* Non-current Assets are items that a company intends to maintain for more than 12
months and are therefore classified as such.

v Non-Current Assets include things like plant and machinery, buildings, and
land, to name a few examples.

* Assets can be both Tangible and Intangible in nature. \h
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Assets, Liabilities, and Owners' Equity

* Assets with physical substance and the ability to be touched are classified as
tangible assets.

v" They include both current and non-current assets.

* In contrast, intangible assets are assets that do not have a physical counterpart.
v' Patents and Trademarks are examples of such assets.

* Creditors or Owners can contribute to the funding of the business. L

v The total sum of all assets that have been funded by third parties represents
an obligation for the business and is referred to as Liabilities.
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v A bank loan and accounts payable are examples of typical Liabilities. W/
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Assets, Liabilities, and Owners' Equity

* Owner's equity refers to the amount of money invested by the owners in their —
businesses.

v Owners' equity is made up of Paid-in Capital and Retained Earnings, among
other things.

v" Paid-in-capital reflects all of the capital contributions made by the owners,
whereas retained earnings reflect the profit.

* An Accounting Equation expresses the relationship between assets, liabilities, and «:
owner's equity in terms of their respective values W
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or further consultation, please contact:

Chin Chee Seng
Partner

+6012 365 4331
cschin@ccs-co.com

Wong Woei Teng
Audit Partner

+6017 237 8233
woeiteng@ccs-co.com

Jared Low
Assurance Director
+6018 763 4813
jared@ccs-co.com
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