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Accrued Revenue and Expenses Activity Outline

Activity Outline 7.8.1: 
1. Have your students research the Internet for articles on an accrual accounting system, citing a minimum of 3 resources for their writing. 

2. Ask your students to write a 2 page summary of an accrual accounting system. In the summary, include these definitions: 
· accrued revenue 
· accrued interest income 
· reversing entry 
· accrued expenses 
· accrued interest expense 

3. You might also want to give your students a brief outline of what you want included in the summary. 
I. Definition of an Accrual Accounting System 
II. History of an Accrual Accounting System 
III. Cash vs. Accrual System of Accounting
1. Explanation of each system 
2. Pros and Cons  
IV. Why Use an Accrual Accounting System? 
V. Summary

Activity Outline 7.8.2:
1. Demonstrate calculation of accrued interest: 
Issued a 6 month note receivable on September 1, 2003 for $5,000, 15% interest rate
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2. Ask your students to create an Accrued Interest spreadsheet for calculating accrued interest. 
3. Have your students use the spreadsheet to provide answers for these accrued interest problems.
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Activity Outline 7.8.3:
1. Demonstrate the new accounts Interest Payable and Interest Receivable. 
2. Using an Accrued Entries presentation, demonstrate the adjusting, closing and reversing transactions for an accrual system of accounting with interest expense and income. 
3. Using an input form, analyze and journalize the transactions below: 
a. Adjusted Interest Expense for an 8 month note payable that was issued October 1, 2003. The principal was $6,700 at 7.9% interest rate. 
b. Prepared a closing entry for Interest Expense for the above account. There was no other balance in the account. 
c. Prepared the reversing entry for the letter above transaction. 
d. Paid cash for the above note on June 1, 2004. 
e. [bookmark: _GoBack]Adjusted Interest Income for a 45 day note received on December 1, 2003. The principal was $2,300 at 6% interest rate. 
f. Prepared a closing entry for the above transaction. 
g. Prepared an adjusting entry for the transaction in letter e. 
h. Received cash for the principal plus the note on January 15, 2004.
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Year | Time of Note Interest Interest
for this Year | _Calculation | Amount
2003 | 4months | =5000*15%°4/12 | $250
2004 | 2months | =500015%2/12 | $125
Total for entire note | =500015%"6/12 | _$375
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2003 2004

0703 | §6500 | 65% Zyears

40103 | $1,111 | 11.1% T year

50103 | $500 5% 3 months

11-01-03 | §2000 | 2% 4 months

120103 | $4300 | 43% | 4bdays

60103 | $4.700 | 10% | 7 months

30103 | $8800 | 8% T year

12-31-03 | 5400 4% T month

10-15-03 | §3200 | 21% 60 days
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