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YOUR BANK AND YOU

CHECKING ACCOUNTS

1. BANKS

Begin this or other discussions with the question, “What is a bank?”  The typical response is, “A place to put your money.”  Follow this with the question, “What is the difference between a bank and a Maxwell-House coffee can, buried in your back yard?”  This will break the ice and you will get such responses as ‘safety’, ‘earns interest’ and ‘more accessible.’  You can now say that one of the primary functions of a bank is its depository function.  Begin to draw on the board or use an overhead projection to discuss the following diagram:
BANKS

DEPOSITORY FUNCTION

PAYMENT FUNCTION

LOAN FUNCTION

· Basically all the money in a bank is deposited funds belonging to the community of customers it serves.  It is insured by the FDIC to protect depositors from a bank’s failure and otherwise insured to protect depositors from embezzlement or robbery.  Confidence is something banks take very seriously.  You need to know that your deposits are safe.
· Sooner or later depositors will want their money out.  Have students create a list of all the ways to get their money out of the bank including; debit cards, checks, withdrawals, ATM’s, internet, etc.

· Ask the students, “When someone comes in to get a loan, whose money are they borrowing?”  Banks use their depositors’ money to make loans to borrowing customers.  The income from loan interest is used to pay interest on deposited funds, so, customer deposits are like an investment in the community.
· Finish up this discussion with the idea that, though banks do many diverse and sometimes sophisticated activities (give a couple of examples), they all come down to one of these three basic functions.

2. CHECKING ACCOUNTS

Indicate that today’s lesson will deal with the payment function and specifically the legalities and proper practices of checking accounts and check writing.  Explain that there are responsibilities that both the bank and customer must take very seriously or there can be legal consequences.  
Again, begin with the question, “Why would you have a checking account?”  You might ask for a show of hands from those who might have a checking account already.  Ask them for reasons why.  Your list might include such items as ‘establish credit,’ ‘prestige’ or ‘a learning experience.’  Your discussion, however, should focus on the following diagram or overhead projection:
WHY A CHECKING ACCOUNT?

CONVENIENCE

SECURITY

RECORD KEEPING

Use your own experience and understanding to show examples of how and why the above three items are critical in today’s modern environment i.e.:  
· It conveniently gives you access to all your money when and where you need it via checks, card, internet, etc.  
· You enjoy the security of having all your money in the bank rather than on your person—you become a target for a mugging.  
· And, finally, ask, “What is the very next thing you write after you write a check?”  The answer is, “A notation in your check register.”  This is a great record of your spending in check number and chronological order for budgeting and tax events if nothing else.

At this point, have the students look at the check diagram in their packets while you lead a discussion using a drawing on the board or an overhead projection of the “parts” of a check.  Tell them that a check, in order to be a legal, binding document, must have these things.  Show them how to write each and provide anecdotes to make the protocols and legalities memorable.  

3. CHECKS

At this point, pass out the checkbooks while informing them that it is illegal to try to negotiate these items so DON’T MESS AROUND WITH THEM!  
· Have the students turn to the page in their packets with the three transactions in the upper left corner and actually write checks for them using the protocols they have learned in the previous discussion.  You can have them turn them in to the teacher for credit or simply wander around the room looking over their shoulders to assure that they are writing them correctly.  

· This is a good opportunity to explain the endorsements used on the back of the checks.  Explain that:

A STANDARD ENDORSEMENT is simply your signature indicating that you received the money.

A RESTRICTIVE ENDORSEMENT is when you add “For Deposit Only” or some other limitation on the cashing of the item.

A SPECIAL ENDORSEMENT provides requirements or instructions for the endorser such as “endorser agrees to provide a clear title to the car for which this check is a payment.” 
· After they have finished writing the checks, have the students enter the checks onto the “register” which constitutes the balance of the same page in their packets.  Be sure they bring down the balance.  Some will already be writing the entries in the register provided in their checkbooks and this is ok, but, the register in their packet needs to be completed in order to reconcile the statement later.  Also, the teacher may want the packet for term credit.  Help them with math as needed.
4. STATEMENT RECONCILIATION

Pass out the generic, month-end statement (or one you have personalized with your bank’s logo) and explain the information, section by section, on the front.  
· Have the students turn to the back of the statement and show them the generic reconciliation exercise.  Explain that this is similar to the exercise found on the back of any bank’s statement and that it meets a generally accepted accounting practice in balancing checking accounts.

· Using either a transparency or a diagram on the board, walk through each step with the students, allowing time for discussion, explanation, and understanding.  Insist that they fill in all the blanks so that they can turn in the packet for credit.

· This is a good opportunity to show the path of a check through the system.  Use a transparency or diagram on the board to follow a check from the maker to the payee, deposited to his bank, sent through the fed back to the maker’s bank and returned to the maker in his statement.  Show the money following the same path back to the payee.  

· If there is time, also show the consequences of a check returned NSF.  Explain that the 20 minutes or so spent on reconciliation each month will prevent a host of problems and fees in their lifetime.  YES, this is a life skill.
· Also, if there is time, explain the basic requirements to open a checking account.  Your own bank’s policy will suffice.  Stress that if they are a minor, they will probably need a parent to sign with them.  They will need proper ID and an opening deposit (not a fee or cost—some don’t realize that). 
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