L ESSON PLAN #2

BASIC ACCOUNTING
Under standing Assets, Liabilities, Income and Expense

KEY CONCEPT: Analyzefinancial transactions so we can under stand our net worth and
convince othersof the valuein investing in us.

PERFORMANCE OBJECTIVES:
1. Student will beableto categorize financial transactionsinto income and expenses,
current and long term assets or liabilities.
2. Student will be able to categorize financial transactionsto create financial statements

PATHWAY STANDARDS ADDRESSED:

A1.0 - Students under stand the basic principles and procedur es of the accounting cycle.
A1l.2 —Examine, analyze, and categorize financial transactions

A2.0 - Students under stand and apply accounting principles and concepts.
A2.1: Understand how to identify current and long-term assets and liabilities
A2.3: Understand the processesinvolved in revenue recognition and in matching
income and expenses.

ACADEMIC SKILLSREINFORCED: (List)
Math: 24.2 Studentsidentify the hypothesisand conclusion in logical deduction
English: 2.4 Listening and Speaking
(1.1) Formulatejudgments about the ideas under discussion and support those
judgmentswith convincing evidence.

FOUNDATION OR ESLRSADDRESSED: (List)
5.3 Usecritical thinking skillsto make informed decisions and solve problems.
5.4 Understand how financial systems and tools are used to solve business problems.

MATERIALS: Financial Transaction Challenge with Key
Personal Inventory Worksheet (VERY SLOW to load — have patience!)
Financial Transaction cards (VERY SLOW toload — have patience!)

MOTIVATION/OPENER:

Isbeing 7 feet tall an asset or aliability? If you aretrying to reach a hundred dollar bill on
thetop shelf of a cabinet, it’san asset. If you want to be ajockey, being 7 feet tall would
definitely be a liability. Today we are going to talk about assets and liabilities, aswell as
income and expenses. Areall assets“good”; areall liabilities“ bad” ?

Teacher may hand out “ Transaction cards’ (cardsfollow) as students walk into classroom.
Thiswill peak student interest and also divide studentsinto their brainstor ming groups later
in the lesson.

PRESENTATION: (Teacher Activities):
10 min: Give definitions and examples of assets and liabilities, revenue and expenses
(Seefact sheet). Then hand out Personal Inventory Worksheet. Have students



move into groups based upon the card they wer e handed when they entered the
classroom.

APPLICATION: (Student Activities)

5 min: Team or classdiscussion
1. Brainstorm student’s personal assets: i.e. checking account, auto, CD
collection, Ipod
2. Brainstorm student personal liabilities: loan on car; loan from parent for
concert ticket, owes Joe for lunch yesterday
3. Brainstorm student personal revenue/income: salary, allowance, birthday
check
4. Brainstorm student personal expenses. taco bell, new shoes, prom dress,
gas, Mom'’s birthday

Individual activity:

10 min Giving personal examples, studentsfill in worksheet divided into quadrants of
assets (i.e, list 5), liabilities (i.e., list 1), revenue (i.e., list 3) and expenses (i.e.,
list 5)

Class discussion:
5 min Shar e personal examples

Teacher/individual Activity:

5 min Define long term/fixed vs. current asset and liability as students circle current
assets and/or liabilitiesvs. long-term. Explain that businessfinancial
transactionsarevery similar to our personal transactions.

10 min: Team or classdiscussion:

1. Havethe 4 transaction areason board (assets, liabilities, revenue, expenses):
Taketransactionsfrom our BUSINESS and now categorize those
transactions:

i.e. businessloan, computer equipment, electric bill, salaries,
income from sales

ASSESSMENT/EVALUATION:

1. Financial Transaction Challenge — have studentstake the challenge individually and
turnin. (These questionsareitems 3-7 on VE accounting assessment —taken aspre
and post test)

2. Completed and correct Personal Inventory Wor ksheet

3. Thesestandardswill also be assessed at the end of the accounting unit as part of an
accur ate and complete per sonal finance budget)

CLOSURE:

Now that we under stand that an asset is something of value that we can convert to cash, and a
liability is something we owe which reduces our assets, we realize that indeed, sometimes we
have both an asset and a liability within one“ 7 foot tall” transaction. When wethink of a
housein Californiathat we could sell for a half a million dollars, it soundslike we areworth a
lot; however, when we subtract theliability on that house, werealize maybe we aren’t rich
after all! Maybeit’sthe bank that’srich!



TEACHER FACT SHEET

Definitions:

ASSET: Something that the business ownsthat hasvalue. An asset appearson
the Balance Sheet and isrecorded at what it coststhe business.
|.E. cash, equipment, accountsreceivables, prepaid expenses
such asinsurance.

Current asset: Asset that can be converted into cash within 12 months
|.E. checking or savings account, inventory, accountsreceivable

Fixed asset: Asset that cannot easily be converted into cash within 12 months
|.E. equipment, buildings, automobiles

Other asset: Longterm investment not intended to be converted into cash in the
short term.
|.E. 3year Certificate of Deposit

LIABILITY: Moniesthat the business owesto creditors. Liabilities appear on
the Balance Sheet
|.E. bank loan, items purchased on credit (accounts payable)
Payroll taxes until they are deposited

Current liability: Moniesthat you owe within a 12 month period
|.E. Accounts Payable, which isthe amount you owe your
creditorsfor purchaseswhich will be paid within the next
twelve months; accrued payroll taxes

Long Term Liability: Moniesthat you will not have paid off within 12 months
|.E. bank loans

INCOME/REVENUE: Money ear ned

EXPENSE: Money spent



Name:

Period:

Financial Transaction Challenge

is something that the business owns that has value.

a. | An expense c. | Aliability

b. | Anincome d. | An asset

A liability is

a. | monies that the business c. | the investment in the
owes. business.

b. | monies spent in order to d. | monies received from selling
produce an income. a product, providing a

service, investing, etc.

What is a Current Asset?

a. | an asset that can be c. | an asset that cannot be
converted into cash within converted into cash.

a six month period

b. | an asset that can be d. | an asset that cannot be
converted into cash within converted into cash eaisily.
a twelve month period

What is a Fixed Asset?

a. | an asset that can be c. | an asset that cannot be
converted into cash within converted into cash.

a six month period

b. | an asset that can be d. | an asset that cannot be
converted into cash within converted into cash easily.
a twelve month period

What is an Other Asset?

a. | accounts receivable owed c. | an automobile or truck that is
by your customers who used for the business
have purchased the
merchandise on credit

b. | long-term investments (not d. | an item on the balance

intended to be converted
to cash in the short-term)

sheet that shows the
amounts that you owe your
creditors




Match financial transactions type to transaction.
Some may have more than one answer.

Asset- A
Liability- L
Income- I

Expenses- E

A payment from a trade fair sale

Check to Betty Sue for her salary

A payment to a utility company

Business Loan/payment

Bill for office supplies

Check received for product or service your company sold

Computer equipment purchased and owned by the company

Rent payment

© O N OAWNE

Customer account that has not bee paid yet (accounts receivables)

10. Trade fair registration fee

After all is said and done.....

The biggest asset a company can
have is it’'s employees!




Financial Transaction Challenge Key

1. is something that the business owns that has value.
a. | An expense c. | Aliability
b. | Anincome d. | An asset
2. | A liability is
a. | monies that the business c. | the investment in the
owes. business.
b. | monies spent in order to d. | monies received from selling
produce an income. a product, providing a
service, investing, etc.
3. | What is a Current Asset?
a. | an asset that can be c. | an asset that cannot be
converted into cash within converted into cash.
a six month period
b. | an asset that can be d. | an asset that cannot be
converted into cash within converted into cash easily.
a twelve month period
4. | What is a Fixed Asset?
a. | an asset that can be c. | an asset that cannot be
converted into cash within converted into cash.
a six month period
b. | an asset that can be d. | an asset that cannot be
converted into cash within converted into cash easily.
a twelve month period
5. | What is an Other Asset?
a. | accounts receivable owed c. | an automobile or truck that is
by your customers who used for the business
have purchased the
merchandise on credit
b. | long-term investments (not d. | an item on the balance

intended to be converted to
cash in the short-term)

sheet that shows the
amounts that you owe your
creditors




Match financial transactions type to transaction.
Some may have more than one answer.

Asset- A

Liability- L

Income- I

Expenses- E
1. A payment from a trade fair sale |
2. Check to Betty Sue for her salary E
3. A payment to a utility company E
4. Business Loan/payment L-E
5. Bill for office supplies E
6. Check received for product or service your company sold |
7. Computer equipment purchased and owned by the company E-A
8. Rent payment E
9. Customer account that has not bee paid yet (accounts receivables) A
10. Trade fair registration fee E

After all is said and done.....

The biggest asset a company can
have Is It’'s employees!




Personal Inventory Worksheet
Name:

Period:___
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