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1. Introduction to Assets:

e Assets are resources owned by a company that have future economic value.
e They can be tangible (physical items like equipment, inventory) or intangible (patents,
trademarks).

2. Types of Assets:

e Current Assets: Expected to be converted into cash or used up within a year.
e Non-current Assets: Long-term investments or resources that will benefit the company for
more than one year.

3. Asset Valuation:

e Historical Cost: Assets are recorded at their original purchase price.
e Fair Market Value: Assets are valued at the price they would fetch in the current market.

4. Depreciation:

e Depreciation: Allocation of the cost of a fixed asset over its useful life.
e Methods include straight-line, declining balance, and units of production.

5. Asset Impairment:

e Impairment: When the carrying value of an asset exceeds its recoverable amount.
e Assets are tested for impairment regularly, and any excess is written down.

6. Asset Disposal:

e When an asset is sold or disposed of, any gain or loss is recognized in the financial
statements.
e The asset is removed from the balance sheet.

7. Reporting Assets:

e Assets are reported on the balance sheet at their historical cost or fair market value.
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e Current and non-current assets are listed separately to provide a clear picture of the
company's financial position.

8. Importance of Asset Accounting:

e Proper accounting for assets ensures accurate financial reporting and decision-making.
e Investors, creditors, and other stakeholders rely on asset information to assess a company's
financial health.

9. Conclusion:

e Accounting for assets is a crucial aspect of financial management, providing insights into a
company's resources and financial stability. Proper asset accounting practices help in
maintaining transparency and credibility in financial reporting.
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