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Introduction

In the last chapter, we discussed inventory costing methods, merchandisers and valuation of receivables in this chapter we will discuss long-term operating assets, determinable, estimated and contingent liabilities and notes payable. In the essay you will see the impact of these factors on the day to day running of a business and how businesses are affected by these factors in the modern world. A business despite its size has assets and liabilities the work of an accountant is to know how to balance these factors so that the company can make a profit, to improve the relationship between them and the suppliers and increase customer satisfaction of their products.  

Long-term operating assets

Video post production the editing and raw effects that create visual effects that consumers are accustomed to this are known as tangible assets. (Stice, & Stice, 2013) Tangible assets include plant, equipment, and properties; these assets are both cost demanding and necessary to the survival of a business enterprise. In order to remain relevant in a marketplace, a company must continue plowing back profits to purchase any piece of equipment that would help them create value for customers. The accountant has a role in a firm to calculate the rate of return of assets; proper calculations will show how long it would take to get back the money. If the accountant does a mistake in his calculations the asset may be obsolete before it has made the money it had used. Assets are important to a business they are the reason why a company creates profit these assets may be in use long term and short term basis.

 The company must calculate the technological difference; this is achieved through a contract that extends into the future so that if there is any technological change the company can adapt and receive the best. The accountant should be able to calculate the perceived value that the asset has on consumer buying habits. Intangible assets are another form of assets; they include trademarks, rights, and patents. The acquiring of both intangible and tangible assets it requires the company to take risks one does not if consumer needs would change. The biggest risk that companies face when making the decision of buying long-term assets is getting into a position that the asset is not marketable. When buying an asset there is a number of the cost that goes into buying the asset and additional cost that go in setting up the asset in a way that the company may need to set the asset in the way they would like to use it.

Determinable estimated and contingent liabilities

A loan is a money that one borrows and has to pay back; a loan is a liability and other forms of liabilities include; paying employees for services rendered and paying taxes. Liabilities come in place when a company enters into an agreement to pay the resources at a future date. The company knows when they should pay, who to pay and how much they should pay. The resources that are advanced include accounts payable, sales taxes, unearned revenue, and payroll. (Flood, 2015) Accounts payable are related to daily purchases of products and services on credit that are paid within a month of acquiring the goods. Sales taxes are paid to local and state government. Unearned revenue represents cash that has been received from the consumers and the company has not yet supplied to the consumers. Payroll is the cash that a company pays to its employees at the end of the month due to the work that they have done in a month.

Estimates is an important tool in a business since most of the time the company does not know who to pay when to pay and how much to pay them. From time to time the company is required to put estimates between the revenue and expenses that are being incurred in the day to day activities of a firm. Warranties and additional employment expenses are other forms of liabilities. A company sells its goods with implied or expressed warranties, the shelf life of the warranties are calculated by the historical data and engineering calculation. When the warranties are paid by the company they reduce the estimates that they had made and kept the rest of the money. The word probable is used when a company is fifty percent sure that a circumstance that would happen if it's below this percentage them it is known as improbable. A contingent liability is that which the risk of that condition happening is improbable and it cannot be measured in numbers and figures. Contingent issues include; litigation, environmental issues, contractual agreements if a primary factor fails to abide by and frequent client buying which are unplanned.

Notes payable

Borrowing money for short term periods is common for small and also for big companies, this money may be used to purchase inventory or equipment and pay day to day activities of the company. A lending source or a bank may be used to borrow cash to borrow funds as much that I needed for a specific period of time. A line of credit may be instrumental in achieving the objectives of a company however the bank may need the company to achieve certain requirements like specified profit margins, current ratios or debt to revenue ratios. Notes payable is a good way to provide the business with the capital they need to whether the company is large or small.

Notes payable are two forms the first has only a face value and the other has a face value known as the principle and the interest that it would attract after a certain period of time (McQuaig, 2011). Each note requires slightly different accounting practices; for the first type, the total amount to be paid is the face amount thus when the loan is borrowed the cash is debited and when it is paid off the cash is credited, bear in mind this is the same amount of money. For the other, the face value when borrowed is debited and the face value plus the interest is credited. There are two forms of notes short term notes and long term notes; short term is recorded as short-term liabilities while long-term notes are recorded as long-term liabilities.          

Conclusion

In this chapter, we have discussed a couple of topics; long-term operating assets which are equipment, properties, and plant. This is cost consuming factors that enable a business to create a competitive edge in the market, create revenue and profits for the business and are the operating facilitators of any kind of business. Determinable liabilities can be measured and calculated, estimated liabilities are the ones calculated in regards to historical data and engineering calculation and contingent liabilities are those that cannot be measured and are not probable. All these different forms of liabilities should be anticipated and calculate for in advance to avoid losses. Notes payable are promissory notes that are used to borrow money in short-term basis to pay day to day expenses of a business.  
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