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0 O O Assets are the economic resources owned by the company. Maxidrive lists fiveitems under the category
Assets. The exact items listed as assets on a company'sbalance sheet depend on the nature of its operations. But
these are common namesused by many companies. The five items listed by Maxidrive are the economicresources
needed to manufacture and sell disk drives to companies such as Dell.Each of these economic resources is expected
to provide future benefits to thefirm. To prepare to manufacture the drives, Maxidrive first needed cash to
pur-chase land on which to build factories and install production machinery O plant andequipment . Maxidrive
then began purchasing parts and producing disk drives,which led to the balance assigned to inventories. When
Maxidrive sells its diskdrives to Dell and others, it sells them on credit and receives promises to paycalled accounts
receivable, which are collected in cash later. Every asset on the balance sheet is initially measured at the total cost
incurredto acquire it. For example, the balance sheet for Maxidrive reports Land, $981 ;this is the amount paid [ in
thousandst for the land when it was acquired. Balancesheets do not generally show the amounts for which the
assets could currently be sold. Liabilities are the company's debts or obligations. Under the category
Liabilities,Maxidrive lists two items. The accounts payable arise from the purchase of goods orservices from
suppliers on credit without a formal written contract [J or a notel] . Thenotes payable result from cash borrowings
based on a formal written debt contractwith lending institutions such as banks. Stoekholders' equity indicates the
amount of financing provided by owners of thebusiness and earnings. The investment of cash and other assets in
the business by theowners is called contributed capital. The amount of earnings U profitsC] reinvested inthe
business [J and thus not distributed to stockholders in the form of dividendsU iscalled retained earnings. In
Exhibit 1.2, the Stockholders' Equity section reports two items. The two found-ing stockholders' investment of
$2,000,000 is reported as contributed capital. Maxidrive's total earnings [J or losses incurred less all dividends
paid to the stockhold-ers since formation of the corporation equaled $9,105,000 and is reported as
retainedearnings. Total stockholders' equity is the sum of the contributed capital plus theretained earnings.

Page 5



0000 O, tushu007.com
<O QO00d0oods>>

goon

oooooo@el)yooooooouoooobob- bobobuobuobooobooog

Page 6



0000 O, tushu007.com
<O QO00d0oods>>

goon
gobboooboupbDFODODDODOOOO0O0O0OO0OOOODOOO

0000000 :http://www.tushu007.com

Page 7



