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[bookmark: _Hlk55873585][bookmark: _Hlk55874234]Accrual basis of accounting is the accounting system where all expenses and revenues are identified in the income statement when they are experienced; thus, under the accrual basis of accounting, the cash payments and receipts are not essential since they are categorized under the cash basis of the accounting (Adamyk & Adamyk, 2017). Therefore, it is clear that an accounting system that considers expenses and incomes on their occurrence basis is known as the accrual basis of accounting.
Either of the systems of accounting will reflect different net income amounts. This implies that if a business applies the accrual basis of accounting, its net income might be higher or lower than the cash basis of accounting. Under a given condition of six months premium payment, it may not be reflected in the income statement since only related insurance expenses in a month according to the accrual basis of accounting could be presented as an expense hence making net income in comparison to the cash basis of accounting to be higher.
Considering the employees’ salary and wages payments, according to the accrual basis of accounting, they should be showed in the income statement as accrued hence reducing the net income instantly on the last day of the month. However, in situations of salaries and wages expenses of the cash basis, it will be recorded once the payment is made; hence under an accrual basis in comparison to cash basis, the net income will be lower (Adamyk & Adamyk, 2017). 
For the case of Bill in his significant insurance payment assessment made last month for the next six months, he is wrong since financial statements are prepared according to the accrual basis of accounting; hence significant expenses on insurance should be shown as they have been incurred in the income statement. Therefore, it is only possible under the cash basis of accounting since the expenses here are shown at the payment time.
The actual consumed insurance expenses amounts will lower net income for the duration since the financial statements' preparation is done according to accounting's accrual basis. Concerning the final item, the bank might not notice that his cash balance was supposed to be lower since the financial statements are prepared according to the accrual basis of accounting and have no association with the cash payment. Failing to write the paychecks until the start of the month will assist in recording cash balances that are higher despite a different recording of these expenses in the income statement. Therefore, Bill can retain the cash balance until the beginning of the next month since the case balance is different. 
However, the perception that the bank might not know that the cash balance is supposed to be lower is wrong since the bank has the right to demand for cash flow statement where the statement will portray the real situation of the specific month. We are also aware that the bank officials are also aware of accounting's accrual basis and the cash basis differences; thus, they might definitely check these conditions impacts.
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