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Chapter 9
Checking Accounts
and Banking
Services

9.1 Checking Accounts

9.2 Banking Services and Fees

Consider THIS

Rochelle works part time after school and one weekend a month. She receives
a paycheck once a week from her employer.

“I can’t cash my paychecks,” Rochelle told her boyfriend, “unless my mom
goes with me to her bank. They told me that I need my own account. They
recommended a checking account along with a savings account. That way I
can transfer the money I don’t need each month into savings, where I can earn
higher interest.”

The bank teller told Rochelle that her mother or other adult has to be a
joint account holder with her until she reaches age 18. Then she can have her
own private account. But for now, a joint account with her mother will allow
Rochelle to deposit her checks into her checking account and manage her own
money.
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9.1

Checking Accounts

G
O
A
L
S

n Describe the purpose of a checking
account and the forms associated
with it.

n Explain how to use a checking
account.

n Discuss the types of checking
accounts.

T
E
R
M

S

n check, p. 186
n demand deposit, p. 186
n canceled check, p. 186
n overdraft, p. 187
n floating a check, p. 187
n checkbook register,
p. 191

n bank reconciliation, p. 192
n blank endorsement, p. 194
n special endorsement, p. 194
n restrictive endorsement,
p. 195

CHECKING ACCOUNT BASICS

Financial institutions such as banks and credit unions offer a number of
services. The first service you will likely want is a checking account. A checking
account allows you to write checks to make payments. A check is a written order
to a bank to pay the amount stated to the person or business named on it.
A checking account is also called a demand deposit, because the money may be

withdrawn at any time—that is, “on demand.” Only you, the depositor, also
known as the maker, can write checks on the account.
Checks follow a process through the banking system. The payee cashes

your check. The bank that cashed the check returns it to your bank. Your
bank withdraws the money from your account and sends it to the other
bank. Your bank then stamps the back of your check, indicating that it has
cleared, which means it has been processed by the bank. A canceled check is
a check that has cleared your account. It can be used as proof of payment if a
dispute arises.
Many banks no longer send paper checks to other banks for processing. To

make processing faster and more efficient, they exchange check information
electronically by transmitting an image of the check, called a substitute check. A
substitute check can be used in the same way as an original check.
A checking account offers several advantages.

n It provides a convenient way to pay your bills.
n Writing a check is often safer than using cash, especially when making
major purchases, paying bills, or buying through the mail.

n It has a built-in record keeping system that you can use to track expenses
and create budgets.

n It gives you access to other bank services, such as loans, online banking, and
24-hour access to your money through automated teller machines (ATMs).

As an account holder, you should write checks carefully and keep accurate
records. You should check the accuracy of the bank statement you receive
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each month. In the past, canceled checks were returned with the statement.
Today, most banks either send copies of canceled checks or simply describe
your canceled checks on the statement. Merchants can also use electronic check
conversion to convert a check into a debit transaction instead of processing the
check. With this process, the check may either be destroyed or returned to you
immediately after the transaction is processed. It is your responsibility to keep
track of all of these entries in your checking account.
You must also maintain enough money in your account to cover all the

checks you write. A check written for more money than your account contains
is called an overdraft. A bank that does not honor a check usually stamps the
check with the words “not sufficient funds” (NSF) and returns the check to
the payee’s bank. When this occurs, the check has bounced. Your bank will
charge you a fee of $25 or more for each NSF check processed.
Many people write checks, hoping to deposit money to cover them before

they clear. This is called floating a check. Floating a check is very risky
because today’s electronic systems allow checks to process very quickly.
Floating a check is illegal in most states. Intentionally writing bad checks can
result in penalties and hurt your credit record.

OPENING A CHECKING ACCOUNT
To open a checking account, you must fill out and sign a signature

authorization form, such as the one shown in Figure 9.1. The signature form
provides an official signature that the bank can compare to the signature you
write on your checks. Most banks also require that you have an initial deposit
of $50 or more.
In Figure 9.1, Ardys Johnson completed and signed the form. Signature

forms look different at various banks, but they contain the same basic infor-
mation. Ardys also listed her mother’s maiden name for use in identification.

FIGURE 9.1 Signature Authorization Form

First Independent Mutual Savings Bank
Checking Signature Verification

Customer Name Ardys Johnson 4/28/--

4/28/--

X

555-8925

555-0100

11/20/80

2 years

555-8925

555-2322

08 40 856

4250 West 18th Avenue

Chicago, IL 60601-2180

999-00-8696

Accountant

Cho and Jackson, Inc.

Harold Johnson

father

Ardys Johnson

Williams

Date

Account No. Individual Joint

Address Home Phone

City/State/ZIP Work Phone

Social Security No. Birthdate

Occupation How long?

Employer Phone

Contact in case of emergency: Phone

Relationship

Mother’s Maiden Name or other code word

SIGNATURE: Date 

(Use second page for joint account holders.)
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Someone forging Ardys’s signature is not likely to know her mother’s maiden
name when questioned by a teller.

PARTS OF A CHECK
A check consists of the following parts. Look at the lettered elements of the

check in Figure 9.2 as you read the following explanations.

.A Check Number. Checks are numbered for easy identification. In Figure 9.2,
Check 581 has been prenumbered by the bank.

.B ABA Number. The American Bankers Association (ABA) number appears
in fraction form in the upper right corner of each check. The top half of
the fraction identifies the location and district of the bank from which the
check is drawn. The bottom half helps in routing the check to the specific
area and bank on which it is drawn.

.C Name and Address of Maker. The maker, or drawer, is the person
authorized to write checks on the account. Ardys Johnson is the maker of
the check in Figure 9.2. You should have your name, address, and phone
number printed on your checks.

.D Date. In this blank, fill in the date you write the check. Do not postdate
(write a future date on) checks.

.E Payee. The payee is the person or company to whom the check is made
payable. Food Mart is the payee in Figure 9.2.

.F Numeric Amount. Write the amount neatly and clearly as close as possible
to the dollar sign, with the dollars and cents clearly distinguished.

.G Written Amount. The written amount shows the amount of dollars and cents
being paid, written in words. The word “dollars” is preprinted at the end of
the line. Write the word “and” to separate dollar amounts from cents.

.H Signature. Sign your check on the signature line, the same way you wrote
it on your signature card.

.I Account and Routing Numbers. The account number appears in bank
coding at the bottom of each check. In Figure 9.2, 08 40 856 is Ardys’s
checking account number. The number 071000741 is the bank’s routing
number for the electronic sorting and routing of checks.

.J Memo. The memo line at the bottom left of each check provides a place to
write the purpose of the check. Filling in this line is optional.

FIGURE 9.2 Parts of a Check

groceries

581

2-74
710

ARDYS JOHNSON
Phone: 555-0100

4250 West 18th Avenue
Chicago, IL 60601-2180

PAY TO THE 
ORDER OF 

D O L L A R S

MEMO

SKY CENTRAL BANK
Chicago, Illinois

20

$

For Classroom Use Only

July 1

Food Mart

Ardys Johnson

-
36.12 

C

G

E

J

I

H

F

B

A

D

Thirty-six and  12/100
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Banks sell checks to customers. They often provide checks of basic design free
to account holders who maintain minimum balances. You can also choose to
buy checks with special designs or colors, either from your bank or from a
check-printing company.

USING YOUR CHECKING ACCOUNT

Checking accounts can help you manage your personal finances but only if
you use them correctly. Careless or improper use of a checking account can
result in financial loss. Here are some tips on using a checking account.

WRITING CHECKS
When writing checks, be sure to do the following:

n Always use a pen, preferably one with dark ink that does not skip or blot.
n Write legibly. Keep numbers and letters clear and distinct, without extra
space before, between, or after them.

n Sign your name as it appears preprinted on the check and on the signature
card.

n Avoid mistakes. If you make a mistake, write “VOID” across the face of
the check to cancel it and then write a new check.

n Be certain you have deposited adequate funds in your account to cover
each check you write.

PAYING BILLS ONLINE
Instead of writing checks to pay bills, you can pay bills online. It is safer than

sending checks through the mail and faster because money leaves your account
right away. It’s also convenient and saves
both postage and the cost of checks.
To pay bills online, you have two

choices. First, you can register at the
web site of the business to which you
will be making payments. You will give
them your routing number and
checking account number. Each month
you can authorize a payment, or you
can allow the business to take auto-
matic payments from your account.
Second, you can pay bills from your

own bank. To do this, you must first
register at your bank’s web site. In that
process, you establish your personal
identification number (PIN) or pass-
word to gain entry into your account.
Screen prompts will lead you to the
bank’s online bill payment page, such
as the one shown in Figure 9.3.
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Why do people pay their bills online?
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After you set up your list of payees, you can pay bills each month by simply
selecting the payee from the list and entering the payment amount. The bank
will remove the money from your checking account and send it to the
payee’s account. Be sure to record these payments in your checkbook
register.
Some banks charge a monthly fee for online bill payment privileges. Some

limit the number of bills you can pay online each month. Consider the fees
and restrictions for online banking when you choose a bank.

MAKING DEPOSITS
You should complete a deposit slip each time you want to deposit money in

your account. Figure 9.4 illustrates a deposit slip. To prepare a deposit slip,
follow these guidelines:

1. Insert the date of the transaction.
2. In the “Cash” section, write in the amount of currency (paper money) and

coins you are depositing.
3. If you are depositing checks, write the amount of each check, together

with the check’s ABA number (top part of fraction), in the “Checks”
section of the slip.

4. Total the currency, coin, and check amounts. Write this figure on the
“Subtotal” line.

FIGURE 9.3 Online Bill Payment Page

West Chicago Bank
Bill PayBCW

Home Make Payments Payment Activity Payee Setup My Profile

Help

OK

Messages Log Out

Make Payments

To schedule a payment, enter your payment information and click OK.

*Payment Date is the date the payee is scheduled to receive the payment.

Ardys Johnson
4250 West 18th Avenue
Chicago, IL 60601-2180

Payment Date*:

Help?

07/26/20—

Amount: $ 30.00Payee: Select a Payee

Fulton Telephone Co.
TRC Cable Service Payment Account: 227-7A

(mm/dd/yyyy)

Metro Gas & Electric

Link to
Make 
Payments 
page

Down 
arrow

List of 
Payees

Click to
transmit

Click to select this payee Symbol for a secure Web page

Enter payment
amount

Date the bill will
actually be paid

Click when
you finish
paying bills

{
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5. If you wish to receive some cash at the time of your deposit, fill in the
desired amount on the “Less Cash Received” line.

6. If cash is received, subtract it from the subtotal. Write the final amount of
the deposit on the “Net Deposit” line.

7. If you will receive cash, write your signature on the line above the words
“Sign here for less cash in teller’s presence” (this wording will vary).

8. The teller will give you either a copy of this deposit slip or a receipt. Keep
the copy or receipt as proof of your deposit.

Checking account deposits can also be made at your bank’s ATM machine or
in a night deposit. Be sure the deposit slip is filled out accurately.

USING A CHECKBOOK REGISTER
A checkbook register is a booklet used to record checking account trans-

actions. Figure 9.5 shows a page from the checkbook register of Ardys
Johnson. Ardys lists all checks, online payments, fees, interest, and deposits for
her account. Follow along in Figure 9.5 as you read the following guidelines
for recording transactions in a checkbook register.

1. Record the current amount in your account at the top of the “Balance”
column. (When you go to the next page in your register, copy your
account balance from the bottom of the previous page to the top of the
new page).

2. As soon as you write a check, make an online payment, or make a deposit,
record the transaction in your checkbook register.

3. Write the preprinted check number in the first column. If the transaction
is not a check, make up a code to represent the kind of transaction it is,
such as DEP for deposit, WD for withdrawal, ON for online transaction,
SC for service charge, and INT for interest.

4. Write the month, day, and year of the transaction in the “Date” column.
5. Enter the name of the payee on the first line of the “Description” section.

On the second line, write the purpose of the check or any description of
the transaction you find useful.

6. If the transaction will reduce your balance, write the amount in the
“Payment/Debit” column. If the transaction will add to your balance,
record the amount in the “Deposit/Credit” column.

FIGURE 9.4 Deposit Slip

2-74
710

ARDYS JOHNSON
Phone: 555-0100

4250 West 18th Avenue
Chicago, IL 60601-2180

FOR DEPOSIT TO THE ACCOUNT OF

CHECKS AND OTHER ITEMS ARE RECEIVED FOR DEPOSIT SUBJECT TO THE TERMS AND CONDITIONS OF THIS INSTITUTION'S COLLECTION AGREEMENT.

SKY CENTRAL BANK
Chicago, Illinois

SIGN HERE FOR LESS CASH IN TELLER’S PRESENCE

DOLLARS CENTS

CASH

SUBTOTAL 

LESS CASH RECEIVED

NET DEPOSIT

BE SURE
EACH ITEM
IS PROPERLY
ENDORSED

02ETAD

C
H

E
C

K
S

July 15

2-51
20  50

200  00

220  50

220  50

-
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7. Some banks charge a fee for each check written. In this case, record the fee
in the “Fee” column next to the check.

8. Add the amount of the check to the check fee, and record the result in the
“Balance” column. For a deposit, simply repeat the amount in the “Balance”
column.

9. If the amount is a debit transaction, subtract it from the previous balance.
If the amount is a deposit or other credit transaction, add it to the
previous balance. Write the new balance on the next line of the “Balance”
column.

10. The column headed by a check mark is provided so that you can check off
each transaction when it appears on your monthly bank statement. The
check mark shows that the transaction was cleared by the bank and is no
longer outstanding (unprocessed).

Always keep your checkbook register handy so you can write down the necessary
information each time you make a transaction. If you don’t record it promptly,
you could forget a transaction and accidentally overdraw your account.

RECONCILING YOUR CHECKING ACCOUNT
Financial institutions that offer checking accounts provide each customer

with a monthly statement. This statement lists checks received and processed
by the bank, plus all other withdrawals, deposits, service charges, and interest.
Your canceled checks, or copies of them, may also be included with your
statement.
The process of matching your checkbook register with the bank statement is

known as bank reconciliation. The back of the bank statement is usually
printed with a form to aid you in reconciling your account. Figure 9.6 rep-
resents both sides of a typical bank statement.
The left side of Figure 9.6 is a statement showing the bank’s record of activity

on Ardys Johnson’s checking account. The statement lists all checks that have
cleared as well as all withdrawals, online bill payments, and fees that the bank
subtracted from the account. It also shows all deposits added to the balance
that month. After subtracting all debit transactions and adding all deposits, the
bank arrives at the ending, or current, balance for the account.

FIGURE 9.5 Checkbook Register

CHECK NO. OR
TRANSACTION

CODE
DATE DESCRIPTION OF TRANSACTION PAYMENT/

DEBIT(–)
FEE
(–)

DEPOSIT/
CREDIT (+)

BALANCE 

$

$$

✓

581 7/1/-- Food Mart 36

20

600

220 50

800 00
36 32

763 68
220 50
984 1 8

20 00
964 1 8
600 20
363 98

32 50
33 1 48

5 00
326 48

32

1 2 .20

.20

5.00

00

00

50

Deposit Paycheck

ATM Withdrawal

Bellvue Apts.

Groceries

Rent
Metro Gas & Electric

Online Payment
Monthly Account Fee

July

7/15/--

7/16/--

7/20/--

7/22/--

7/31/--

DEP

WD

582

ON

SC
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The balance your checkbook register shows will not always match the ending
balance shown on the bank statement. A check does not appear on the
statement until the payee has cashed it and the check completes its route
through the banking system. Since you recorded the check and subtracted the
amount from your balance when you wrote it, your balance will be lower than
the bank’s until the check clears and the bank removes the payment from your
account. As you can see by comparing Ardys’s checkbook register (Figure 9.5)
to her bank statement (Figure 9.6), the ending balances do not match. When
this occurs, you can check for errors by reconciling your account. Follow along
on the right side of Figure 9.6 as Ardys reconciles her account.

1. Write the ending balance shown on the bank statement.
2. From your checkbook register, total any deposits you made that do not

appear on the bank statement.
3. Add the outstanding deposits to the ending bank balance.
4. List all debit transactions from your checkbook register that do not appear

on the statement. Debit transactions are any transactions that reduce your
balance, including checks, online bill payments, withdrawals, and fees.
Ardys listed check #582 and its check fee, since these did not appear on
her statement.

5. Total all outstanding debit transactions.
6. Subtract the total debits from the previous total. The result should match

the balance shown in your checkbook register.

If the balances do not match, check your addition and subtraction in the
reconciliation process. Next, make certain that you have deducted service

FIGURE 9.6 Bank Reconciliation

Bank Statement Account Reconciliation

Check No.

Checks
Date Paid Amount

1. Ending balance shown on the 
     bank statement: 

2. Total of all credits and deposits
     made but not shown on 
     statement:

3. Total lines 1 and 2: 

4. List all checks, withdrawals,
     and debits made but not shown
     on statement:

Check No. or Transaction Code Amount

5. Total of outstanding debit 
     transactions:

926.68

0
926.68

600.20

6. Subtract line 5 from line 3:
 (Result should match checkbook
 balance.) 326.48

582 600 00
SC  20

Ardys Johnson
4250 West 18th Avenue
Chicago, IL 60601-2180 

Statement Date: July 31, 20—
Opening Balance: $800.00
Ending Balance: $926.68     

581    7/4/— 36.12

Date

Debits and Withdrawals
Amount Description

7/16/— 20.00 ATM withdrawal
7/22/— 32.50 Online bill payment
7/31/— .20 Check fee ($0.20 per check)
7/31/— 5.00 Monthly account fee

Date

Deposits
Amount Description

7/15/— 220.50 Deposit
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charges from and added any interest earned to your check register balance. For
example, Ardys recorded the $5 monthly account fee in her check register.
Check all addition and subtraction for the period covered by the statement.
Finally, if you still cannot reconcile your account, ask a bank representative for
help in discovering where the error lies. Be sure to take your checkbook,
canceled checks, and bank statement with you.
Do the reconciliation immediately upon receipt of the bank statement. This

will allow you to report any problems to the bank as soon as possible.
Occasionally the bank does make an error, which it will correct when you
report the mistake. You can also view your current balance and all transactions
with online banking.

ENDORSING CHECKS
A check generally cannot be cashed until it is endorsed. When two or more

people are named as payees, all must endorse the check if the names are
separated by “and.” If the names are separated by “or,” only one person must
endorse it. To endorse a check, the payee named on the check signs the top part
of the back of the check in ink. There are three major types of endorsements.

Blank Endorsement

A blank endorsement is the signature of the payee written exactly as his or
her name appears on the front of the check.

Donald MacLane

If Donald’s name had been written incorrectly on the face of the check, he
would correct the mistake by endorsing the check with the misspelled version
first and then with the correct version of his name, as shown here.

Donald McLain
Donald MacLane

Special Endorsement

A special endorsement, or an endorsement in full, is an endorsement that
transfers the right to cash the check to someone else. It consists of the words
“Pay to the order of [new payee’s name]” and the signature of the original
payee. In the following illustration, for example, Donald MacLane uses a
check written to him to pay a debt owed to Diane Jones. By using a special
endorsement, Donald avoids having to cash the check before repaying Diane.
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Pay to the order of
Diane Jones

Donald MacLane

Restrictive Endorsement

A restrictive endorsement restricts or limits the use of a check. For example, a
check endorsed with the words “For Deposit Only” above the payee’s signature
can be deposited only to the account specified. The restrictive endorsement is
safer than the blank endorsement for use in mailing deposits, in night deposit
systems, or in other circumstances that may result in loss of a check. If a check
with a restrictive endorsement is lost, the finder cannot cash it.

For Deposit Only
United California Bank

Acct. #8-2011-4
Donald MacLane

TYPES OF CHECKING ACCOUNTS

Financial institutions offer many types of
checking accounts. You should carefully study
your options, because a wise choice can save you
money. Most banks still offer free checking (no
service fees) accounts. These accounts do not pay
interest and may come with certain conditions.
For example, you may be required to maintain a
certain balance or limit your use of teller services.
Free checking is also available to senior citizens,
nonprofit groups, and to others during special
bank promotions.

JOINT ACCOUNTS
Accounts can be either joint or individual. A

joint account is opened by two or more people.
Such an account is also called a survivorship
account because any person who signs on the
account has the right to the entire amount
deposited. If one person using the account dies,
the other (the survivor) then becomes the sole
owner of the funds in the account.
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Why might a person open a joint account?
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SPECIAL ACCOUNTS
Most banks offer a special checking account to customers who have a small

amount of activity in their accounts each month. Service fees are charged at a
flat rate per month with an additional fee for each check written (for example,
$8 per month plus 15 cents for each check cashed). In some instances, banks
may charge service fees only when the number of checks written or deposits
made in a month exceeds a set limit (such as more than ten checks or three
deposits in a given month). If you write only a few checks each month, this
type of account might be right for you.
Another type of special account assesses a small or no monthly fee, but

charges for each teller service. If you make a deposit or withdrawal at a teller
station, you will be assessed a fee for the personal service. This type of account
is good for people who have their paychecks electronically deposited by their
employers and who use ATMs for most of their withdrawals and other
transactions.

STANDARD ACCOUNTS
A standard account usually has a small or no monthly service fee and no per-

check fee. To avoid a monthly service fee, you are usually required to maintain
an average minimum balance in the account. Many banks offer a package of
services for this type of account, such as free traveler’s checks, an ATM card, or
a free safe deposit box. Some banks offer reduced interest rates on credit card
balances to customers who also have checking, savings, and other accounts at
their bank.

INTEREST-BEARING ACCOUNTS
Most financial institutions offer checking accounts that earn interest.With these

accounts, your account balance usually must not fall below a minimum average
set by the bank during any month. The minimum may be $500 or more.

Interest rates rise and fall with eco-
nomic conditions. When overall
interest rates drop, you may receive
less than 1 percent. When overall
interest rates rise, you might expect
5 percent or more. A money market
account is an interest-bearing check-
ing account that pays a higher rate of
interest, but it usually has more
restrictions.

SHARE ACCOUNTS
Most credit unions offer share

accounts. These are checking accounts
with low (or no) average daily bal-
ance requirements and, generally, no
service fees. If you are eligible for
credit union membership, this type
of account may be the least expen-
sive and most convenient option.

Omaha State Bank operates several branches on the
west side of Omaha, Nebraska. The bank offers its cus-
tomers a wide array of checking account choices. Access
www.cengage.com/school/pfinance/mypf and click on
the link for Chapter 9. Browse the site and review the
options for the various plans. (Hint: Under “Deposits,”
click the Checking link.) Then answer: Which account
requires the smallest minimum balance? What is the
monthly maintenance fee for the Prime Time Checking
account, and when does it apply? Does the Ultimate
Choice plan allow unlimited check writing? If you
wanted to open a checking account at Omaha State
Bank, which account would you choose? Why?

www.cengage.com/school/pfinance/mypf
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Planning a Career in... Accounting

Accountants are analytical and
trained to keep good, accurate
records. They work in companies, for
individual clients, and for govern-
ment units. Their jobs focus on
information—preparing, analyzing,
and verifying it. Through audits and
verification procedures, accountants
ensure that accuracy standards are
met. Many people depend on the
integrity of the information reported
by businesses. Accountants ensure
that an organization reports its
results of operations and current
financial condition in a full and
transparent manner.

Employment Outlook
l Strong growth in overall

employment through 2016 is
expected.

l CPAs will experience the high-
est demand; growth at 18 per-
cent is faster than average for
all occupations.

Job Titles
l Certified public accountant

(CPA)
l Government accountant
l Internal auditor
l Management accountant
l Forensic accountant

Needed Skills
l Bachelor’s degree in account-

ing or related field, with CPA
designation and four years
experience is preferred.

l Excellent communication skills;
attention to detail and accuracy.

l Excellent technology skills,
including proficiency in
accounting, tax, and
spreadsheet software.

What's it like to work in. . .
Accounting
Bill works many 12-hour days as a
junior accountant. He plans to
become a junior partner within
5 years and a full partner within
15 years. That means long days
learning the intricacies of financial
audits, information consulting, and
tax laws. Bill took and passed the
CPA exam right after college grad-
uation. When he completed two
years of work experience with a
CPA, he was granted the CPA
designation, which now hangs
proudly on the wall at the account-
ing firm.

Bill enjoys meeting with his
firm’s clients and discussing their
needs, both in terms of reporting
and assessing their business oper-
ations effectively, and in terms of
planning the security of their assets
and business information. He knows
that it is critical for businesses to
protect their information system as
well as use it effectively to make
good economic decisions.

What About You?
Would you consider a career in
accounting? Are you analytical
and detail-oriented? Do you like
working with people? How do
ethics affect those working in this
field?
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9.1

Assessment

KEY TERMS REVIEW
Match the terms with the definitions. Some terms may not be used.

1. A type of bank account from which
funds may be withdrawn at any time

2. A booklet used to record checking
account transactions

3. An endorsement that transfers the
right to cash a check to someone else

4. Writing a check and hoping to cover
it with a deposit before it clears

5. A check that has cleared your account

6. A written order to a bank to pay the
amount stated to the person or
business named on it

7. A check written for more money than
your account contains

8. An endorsement that limits the use of a check

9. The process of matching your checkbook register with the bank
statement

CHECK YOUR UNDERSTANDING
10. What is an overdraft? Why is it important to avoid it? How can keeping a

checkbook register up to date help?

11. Name five types of checking accounts available at many banks.

APPLY YOUR KNOWLEDGE
12. Using a blank piece of paper, prepare three endorsements—blank, special,

and restrictive. Label each one and explain when it would be used.

THINK CRIT ICALLY

13. Explain why it is important to protect your own account number by
shredding unused deposit slips and voided checks.

14. A checking account offers you convenience for bill paying. Many people
choose to use cash only. Which viewpoint do you agree with? Why?

15. Bank reconciliation allows you to catch errors in your account—your own
and the bank’s. Many people do not take time to reconcile their accounts.
Is this okay? Why or why not?

a. bank reconciliation

b. blank endorsement

c. canceled check

d. check

e. checkbook register

f. demand deposit

g. floating a check

h. overdraft

i. restrictive
endorsement

j. special endorsement
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9.2

Banking Services and Fees
G
O
A
L
S

n Describe banking services available
at most financial institutions.

n List and explain fees charged by
financial institutions for their
services. T

E
R
M

S

n certified check, p. 199
n cashier’s check, p. 199
n traveler’s checks, p. 200
n debit card, p. 200
n overdraft protection,
p. 201

n electronic funds transfer
(EFT), p. 201

n stop-payment order, p. 201
n safe deposit box, p. 202

BANKING SERVICES

A full-service bank is one that offers every possible kind of service, from savings
and checking accounts to credit cards, safe deposit boxes, loans, and ATMs.
Other services commonly offered are online banking, telephone banking, cer-
tified checks, cashier’s checks, money orders, and debit cards. Most banks offer
FDIC (Federal Deposit Insurance Corporation) insurance, which protects the
deposits of customers against loss up to $250,000 per account.

GUARANTEED-PAYMENT CHECKS
A certified check is a personal check that the bank guarantees or certifies to

be good. Sometimes a payee might want you to get your personal check
certified to reduce the risk of accepting your check for payment. For example,
if you buy a used car from someone, the owner might want a certified check
before allowing you to take the car.
To get a check certified, write your check in the normal manner. Then take

it to your bank. A bank officer will immediately deduct the amount from
your checking account, stamp the word “certified” on the check, and initial
it. In effect, the bank holds in reserve the check amount from your account
for specific payment of that check. Most financial institutions charge
the account holder for this service. Typically, the fee ranges from $2.50 to
$5.00 per check.
A cashier’s check, also called a bank draft, is a check written by a bank on its

own funds. You can pay for a cashier’s check through a withdrawal from your
savings or checking account, or in cash. After receiving your payment, the
teller makes out the cashier’s check to your payee, and an officer of the bank
signs it.
Cashier’s checks are generally used when the payee requires a guaranteed

payment but cash is not desirable. A cashier’s check also can be used for
transactions in which you wish to remain anonymous. The bank is listed as the
maker of the check, and your identity need not be revealed. As with certified
checks, many banks charge a fee for issuing cashier’s checks.
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Many financial institutions also provide traveler’s checks for their customers.
Traveler’s checks are check forms in specific denominations that are used
instead of cash while traveling. Many businesses that will not accept an out-of-
state personal check will accept a traveler’s check for payment. When traveler’s
checks are purchased, money is taken from your bank account to cover them.
You sign each traveler’s check in one place immediately upon purchase. When
cashed, you present identification and sign in another place. Traveler’s checks
are safer than carrying cash, since they are payable only upon comparison of
the purchaser’s endorsement against the original signature on the check.

MONEY ORDERS
Banks sell money orders to people who do not wish to use cash or do not have

a checking account. A money order is like a check, except that it can never
bounce. There is a charge for purchasing a money order. It can cost from
50 cents to $5 or more, depending on the amount of the money order. You
also can purchase money orders through the post office and local merchants.

DEBIT CARDS
A debit card is a plastic card that deducts money from a checking account

almost immediately to pay for purchases. The debit card is presented at the time
of purchase. When a debit card is used, the amount of the purchase is quickly
deducted from the customer’s checking account and paid to the merchant. The
debit card transaction is similar to writing a check to pay for purchases. The
issuing bank may charge an annual fee for the card or a fee for each transaction.
A debit card is not the same as a credit card. No credit is extended. Instead,
payment occurs instantly because funds are quickly withdrawn from your
checking account. Debit cards can also be used for cash withdrawals at ATMs.
Be sure to record these transactions in your check register.

BANK CREDIT CARDS
You can apply to a full-service bank for a bank credit card, such as a Visa or

MasterCard. If you meet the requirements and are issued a card, you can use it
instead of cash at any business that accepts credit cards. Banks offering

   GLOBAL  View
Women’s World Banking
(WWB) is a nonprofit organi-
zation based in New York that

is committed to expanding the
economic assets, participation,

and power of low-income women as
entrepreneurs and economic agents. WWB

supports a network of financial organizations
that provide women with easier access to
finance, knowledge, and markets. WWB has
more than 23 million end users (women

borrowing money) who are low-income bor-
rowers. The network of organizations finances
small business loans and health insurance to help
increase family incomes, improve nutrition and
health, raise education standards, and reduce
poverty around the globe.

THINK CRIT ICALLY

How can WWB help reduce poverty by making
small business loans?
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national credit cards usually charge both an annual fee for use of the card and
interest on the unpaid account balance. The topics of credit and credit cards
will be discussed in detail in Unit 4.

OVERDRAFT PROTECTION
Overdraft protection allows you to cover checks or withdrawals up to a

specified amount, usually between $100 and $1,000, depending on the typical
balance in your account. With overdraft protection, your checks will be
covered even if you have insufficient funds in your checking account. Pro-
tection may be offered in the form of an instant “loan” with high interest rates.
Other banks may charge a flat fee. With some overdraft-protection agree-
ments, the amount of the overdraft may be pulled from your savings account
or charged to your bank credit card. Banks may charge transfer fees for this
type of protection.

AUTOMATED TELLER MACHINES
Many banks provide ATMs for their customers. At an ATM, you can make

cash withdrawals (using your debit card) from your checking or savings
account. Using a Visa or MasterCard, you can receive a cash advance elec-
tronically. To use 24-hour ATMs, you must have a card that is electronically
coded. You also must know your personal identification number (PIN), which
usually is some combination of numbers and letters. For safety, do not carry
your PIN in written form. Commit it to memory.

ONLINE AND TELEPHONE BANKING
Most financial institutions offer online and telephone

banking services to their customers. These services give
you the ability to access your accounts from a computer
or telephone, transfer money from one account to
another, and pay bills by authorizing the bank to dis-
burse money. You can find out your current balance,
what checks have cleared, and which deposits have
been entered. Online and telephone banking enable
you to access your account anytime, day or night.
Most banks also allow and encourage electronic

transfers of money. An electronic funds transfer
(EFT) uses a computer-based system that enables you
to move money from one account to another
without writing a check or exchanging cash. This
can be done by telephone, by computer, or in per-
son. Money is available immediately (there is no
delay as with waiting for a check to clear). Electronic
transfers can also be made between banking insti-
tutions, and funds are available immediately.

STOP-PAYMENT ORDERS
A stop-payment order is a request that the bank

not honor a specific check. The usual reason for
stopping payment is that the check has been lost or
stolen. By issuing a stop-payment order, the check
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Why do people use automated teller machines?
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writer can safely write a new check, knowing that the original check cannot be
cashed if it is found and presented to the bank. Most banks charge a fee
(usually $20 or more) for stopping payment on a check. The stop-payment
order is usually good for only six months. After that, the check will no longer
be honored because checks over six-months old are not valid for cashing or
depositing.

SAFE DEPOSIT BOXES
Financial institutions offer customers a safe deposit box to store valuable

items or documents. They charge a yearly fee based on the size of the box.
Annual rental fees may range from $50–$150 or more. The customer is given
two keys for the box. The bank will also have a key. Both the customer’s key
and bank’s key must be used to open the box. Documents commonly kept in a
safe deposit box are birth certificates, marriage and death certificates, deeds and
mortgages, and stocks and bonds. Jewelry, coin collections, and other small
valuables also are commonly stored there. Keeping important documents and
other items in a safe deposit box ensures that the items won’t be stolen, lost, or
destroyed. Documents that can be easily replaced with a duplicate need not be
stored there.
When you rent a safe deposit box, you will fill out a signature card. Then

each time you enter your safe deposit box, you must sign a form so that your
signature can be compared to the one on file. This procedure prevents
unlawful entry to your box by an unauthorized person.

LOANS AND TRUSTS
Financial institutions also make loans to finance the purchase of cars, homes,

vacations, home improvements, and other items. Banks can also provide
advice for estate planning and trusts. (You’ll learn more about estates and
trusts in Chapter 15.) In addition, banks can act as trustees of estates for
minors and others. A trustee is a person or an institution that manages property
for the benefit of someone else under a special agreement.

NOTARY PUBLIC
A notary public verifies a person’s identity, witnesses the person’s signature on a

legal document, and then “notarizes” the signature as valid. Financial institu-
tions typically have a person on their staff who is a notary public. This person
provides notary services for account holders, usually without charge. For non-
customers, however, there is typically a small fee.

FINANCIAL SERVICES
Many banks offer financial services to their depositors, such as purchasing or

selling savings bonds and investment brokerage services. You may buy and sell
stocks and bonds through the brokerage service. The purchases and sales are
“cleared” through your checking or savings accounts with the bank. Brokerage
services will be discussed in Chapter 12. Many banks also purchase a block of
bonds (debt obligations) that they allow their members and depositors to
purchase. Generally there is no additional fee to buy or sell these securities (the
fee is included in the purchase price). However, a minimum purchase such as
$1,000 is often required.
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BANK FEES

Banks charge fees to their customers to help cover their operating costs. For
example, when a bank grants you a loan, it charges you a loan fee. When the
bank acts as the trustee of an estate, it charges a fee for this service.
Banks also charge noncustomers for services such as check cashing. If you want

to cash a check at a bank where you do not have an account, the bank may
charge you a fee or refuse to cash the check. Nondepositors pay for other services
that may be free to depositors, such as traveler’s checks and notary services.
Under the Truth-in-Savings Act (1993), checking advertised as “free”must carry

no hidden charges or conditions. The bank or savings institution cannot charge
regular maintenance or per-check fees or require balance minimums to avoid fees.
However, it still may charge for a box of checks and for ATM transactions.
Most banks charge these fees to their customers who have checking accounts:

n Monthly service fees, averaging $5 to $15
n Overdraft fees of $25 to $30 per event
n NSF check charges of $25 to $30 per event
n ATM fees of $1 to $5 per transaction
n Safe deposit box fees of $50 to $150 per year

Unless you have a regular checking account, you may also be charged fees for
teller services, account balances that fall below the stated minimum, cashier’s
and certified checks, traveler’s checks, notary services, and online bill payment
services. In addition, some banks charge a
fee to return canceled checks.
The best way to avoid fees is to choose

the right kind of account. For example, if
you need to write a large number of checks
each month, sign up for an account that
does not charge a per-check fee. Some
accounts charge a fee for using a teller.
Only sign up for such an account if you
have your paycheck directly deposited by
your employer and can do almost all of
your transactions online or by ATM. Shop
around and find the account that is right
for you. Be aware of the rules of your
account, so that you don’t violate them,
resulting in high fees. If your account
requires a minimum balance, plan enough
cushion so that your balance will not drop
below that amount.
One way to avoid service charges is to

have more than one account and to link
them together. For example, if you have a
retirement savings account, it can be
“linked” to your checking account. The
combined balances of your retirement
account and checking account can give you
the minimum balance you need to avoid
service fees on your checking account.
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Why is it important to know the rules in your bank account
agreement?
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ISSUES IN YOUR WORLD

SHOPPING FOR THE RIGHT BANK
A checking account is a personal choice. Some people choose the bank closest to
their home or work. Others choose the biggest bank or the one with the most ATMs.
While all of these are good reasons, there are many other considerations in choosing
your bank. Sometimes the best choice is a credit union where you can have the
same services and possibly lower fees.

Finding the right bank can take a lot of time. All banks and services are not the same;
they vary a great deal. A good way to start is to make a list of the features that
are important to you. Rank them 1 to 10. For example, #1 may be a low interest rate
on a Visa card; #2 may be a low minimum deposit for a free or interest-bearing
account; and #3 may be low or no service fees. Arrange your features into a table,
either on paper or in a word processor or spreadsheet. At the top, list the banks that
you are considering. Your table might look like this:

Bank 1 Bank 2 Bank 3

Free online bill payment __________ __________ __________

Low/no minimum deposit __________ __________ __________

Low/no service fee __________ __________ __________

Online banking available __________ __________ __________

Low-cost credit card available __________ __________ __________

Conveniently located ATMs __________ __________ __________

Fill in your table by inserting information you find out about the different banks. Then
compare information to determine which bank overall provides the best services at
the lowest costs for you.

THINK CRIT ICALLY

1. Which is your favorite bank or credit union? Why?

2. What features do you think are the most important when choosing a financial
institution for your checking account?

3. What would cause you to switch from one financial institution to another?
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9.2

Assessment

KEY TERMS REVIEW
Match the terms with the definitions.

1. Check forms in specific denomina-
tions that are used instead of cash
while traveling

2. A request that the bank not honor a
specific check

3. A plastic card that deducts money
from a checking account almost
immediately to pay for purchases

4. A personal check that the bank
guarantees to be good

5. A computer-based system thatmoves
money from one account to another
without writing a check or using cash

6. A check written by a bank on its own funds

7. A place at your bank available to store valuable items or documents

8. A bank service that covers checks even if you have insufficient funds in
your checking account

CHECK YOUR UNDERSTANDING
9. List five banking services that are found at full-service banks.

10. List bank fees charged to customers and to noncustomers for services
provided.

APPLY YOUR KNOWLEDGE
11. Checking accounts may have many good features, such as overdraft pro-

tection. List banking services that appeal to you and indicate whether
each is of high, medium, or low value. Would you be willing to pay a
monthly service fee to have the service?

THINK CRIT ICALLY

12. When customers write too many bad checks, banks may close their
accounts. It may be difficult for such a person to get an account at another
bank. Do you agree with the banks’ actions? Why or why not?

13. Many people feel that bank fees are too high. They believe that banks
make money off of account deposits but pay depositors insufficient
interest for use of their money. Do you agree? Why or why not?

a. cashier’s check

b. certified check

c. debit card

d. electronic funds
transfer

e. overdraft protection

f. safe deposit box

g. stop-payment order

h. traveler’s checks
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9

Chapter Assessment

SUMMARY

9.1
n A checking account is a demand deposit that provides a safe, convenient

way to pay bills.

n To open a checking account, fill out a signature authorization form and
make a deposit.

n To write a check, fill in the current date, name of the payee, and the
amount in figures and words. Then sign the form.

n As soon as you make a checking transaction, record it in your checkbook
register.

n A canceled check is one that has been cleared, or processed by your bank
and deducted from your account.

n If you float a check, you are risking the possibility of an overdraft on your
account, since today’s electronic systems process checks so quickly.

n Reconcile your bank statement with your register each month and correct
any errors.

n To cash a check, you must endorse it with a blank, special, or restrictive
endorsement.

9.2
n Certified checks and cashier’s checks are guaranteed by the bank to be

paid.

n Traveler’s checks provide a readily acceptable and safe form of payment
for people who are traveling.

n You can pay for purchases or make ATM transactions using a debit card,
which allows immediate deductions from your checking account.

n With overdraft protection, your checks will be covered even if you have
insufficient funds in your checking account.

n Online and telephone banking enable you to make electronic transfers
and access your account 24 hours a day.

n A stop-payment order is a request that the bank not honor a specific
check.

n Financial institutions offer safe deposit boxes for customers to store val-
uable items or documents.

n To avoid high bank fees, choose the type of account that best fits your
needs and follow the account rules.
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APPLY WHAT YOU KNOW

1. Using Figure 9.2 as an example and following the guidelines on pages
188–189, write these checks:

n Check No. 12 to Melvin Quigly for $34.44, written today.
n Check No. 322 to Save-Now Stores for $15.01, written today. The

purpose of your check is to buy school supplies.
n Check No. 484 to M.A. Rosario for $91.10, written today.

Note: Blank checks are available in the Student Activity Guide.

2. Using Figure 9.4 as an example and following the guidelines on pages
190–191, prepare these deposit slips:

n Today’s date; currency $40.00; coins $1.44; ABA No. 18-81 for $51.00;
no cash received back with the deposit transaction.

n Today’s date; ABA No. 40-22 for $300.00 and ABA No. 24-12 for $32.00;
$20.00 cash received back with the deposit transaction.

Note: Blank deposit slips are available in the Student Activity Guide.

3. Using Figure 9.6 as an example, determine your ending reconciled
checkbook balance when all of the following six conditions exist:

n Your ending checkbook balance is $311.40 before the monthly
account fee (service charge) is deducted.

n You made a math error, resulting in $30.00 less showing in your
account than should be.

n The monthly account fee is $6.00.
n The ending bank balance is $402.00.
n Outstanding deposits total $100.00.
n Outstanding checks total $166.60.

MAKE ACADEMIC CONNECTIONS

4. Communication Write a one-page paper discussing bank services and
fees and how the banking industry depends on charging fees to its
customers to make a profit. Also discuss other ways that banks make
money and ways depositors may avoid fees.

5. History Today’s banking system has a long history. Use the Internet to
research the roots of U.S. banking. Write a report explaining why banks
were created. Describe the first banks and discuss any laws that helped
lay the foundation for today’s banks.

6. International Studies Conduct online research to explore banking
systems in foreign countries. How are they similar to and different
from the U.S. banking system? Do they depend as much on electronic
transfers and ATMs? Do customers pay bills on the Internet? Is there
as much Internet fraud, such as identify theft, in foreign countries as
there is in the United States?

7. Technology Visit a bank web site that offers online bill payment. Write
a summary of how the process works. How do you set up your list of
payees? Share your summary with the class.

Chapter 9 Checking Accounts and Banking Services 207

Copyright 2010 Cengage Learning, Inc. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.



*Gajender* D:/Temp_Dailyproduction/Ryan_120640/z_production/z_3B2_3D_files/ryan_0538449373_ch09.3d, 22/12/08/19:53:55, 19:54, page: 208

SOLVE PROBLEMS AND

EXPLORE ISSUES

8. Find the errors in the following check.

518

97-145
1243

RICHARD McGUIRE
Phone: 555-0109

2802 Saratoga Street
Ogden, UT 79393-4081

`
PAY TO THE 
ORDER OF 

D O L L A R S

MEMO

20

$

For Classroom Use Only

PEAK BANK AND TRUST
OGDEN, UTAH

Best Buys
Thirty five and 00/100

June 1
35 00

Rick McGuire

9. The deposit slip shown here was written to deposit the check in Number 8
above. Find the errors on the deposit slip.

24/12-7
33

BEST BUYS FOODS
Ogden, Utah

DEPOSIT SLIP

SIGN HERE FOR LESS CASH IN TELLER’S PRESENCE

CURRENCY

COIN

TOTAL FROM 
OTHER SIDE

TOTAL 

LESS CASH RECEIVED

NET DEPOSIT

02ETAD C
H

E
C

K
S

A hold for uncollected funds 
may be placed on checks or 
similar instruments you de-
posit. Any delay will not ex-
ceed the period of time per-
mitted by law.

Ogden, UtahMain Branch

RM 552 (0584)FOR CLASSROOM USE ONLY

June 1
1243 35 00

35 00

30 00

10. Complete the bank reconciliation form included with the bank statement
on the next page. Start by finishing the checkbook register below; enter
the service charge and then compute balances. (Don’t write in your
textbook. Use another piece of paper.)

CHECK NO. OR
TRANSACTION

CODE
DATE DESCRIPTION OF TRANSACTION PAYMENT/

DEBIT(–)
FEE
(–)

DEPOSIT/
CREDIT (+)

BALANCE 

$

$$101 3/1/-- Grocery Mart 24

13

10

30 00

100 00
24 75
75 25
13 00

30 00

10 00

3 80

18 20

3

75

00

00

80

18 20

Independent Phone Co.

ATM Deposit

Local High School

Groceries

Online Payment

Band Donation
Alan’s Bakery

Bread
Grocery Mart

Groceries

3/3/--

3/5/--

3/8/--

3/10/--

3/15/--

ON

DEP

102

103

104

DEP 3/18/-- 0024Deposit

4 18

42 00

4 18Acme Hardware
Hammer

3/20/--105
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Bank Statement

Account Reconciliation

Check No.

Checks
Date Paid Amount

1. Ending balance shown on the bank statement: 

2. Total of all credits and deposits made but not shown on statement:

3. Total lines 1 and 2: 

4. List all checks, withdrawals, and debits made but not shown on statement:

5. Total of outstanding debit transactions:

6. Subtract line 5 from line 3:
(Result should match checkbook balance.)

Check No. or Transaction Code Amount

Statement Date: March 31, 20—
Opening Balance: $100.00
Ending Balance: $77.25     

101 3/4/— 24.75
102 3/11/— 10.00
103 3/11/— 3.80

Date

Debits and Withdrawals
Amount Description

3/3/— 13.00 Online bill payment
3/31/— 1.20 Service charge

Date

Deposits
Amount Description

3/5/— 30.00 ATM Deposit

HOMETOWN BANK

EXTEND YOUR LEARNING

11. Legal Issues Many serious crimes involving checks and checking
accounts are committed every day. Depending on the state and the
amount of the check, writing bad (NSF) checks can be considered a felony
crime. Forgery is another crime committed with checks. It involves mak-
ing or altering a document, such as a check, with the intent to steal
money from another person’s account. Research the laws in your state
related to these criminal activities. What are the penalties? How can
financial institutions and other businesses help prevent these crimes?
What can you do to avoid becoming a victim of forgery?

For related activities and links, go to www.cengage.com/school/pfinance/mypf
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Robert (Ted) Turner
Ted Turner was born in Cincinnati, Ohio, in 1938 and moved to Savanna,
Georgia, as a child. He attended Brown University, where he majored in
economics and was active in debate. He began sailing when he was nine and
went on to compete in the Olympic trials in 1964. In 1977, he defended the
America’s Cup for the United States as skipper of the Courageous.
Ted started his business career at age 24 when he inherited his father’s

business. The business was worth approximately $1 million at the time.
Today, his empire is worth more than $2 billion.
Turner is best known as the founder of CNN, the
first 24-hour cable news channel (1980), with
which he established the first “all news, all the
time” format.
As a businessman, he has also successfully ventured

into sports team ownership (the Atlanta Braves),
environmental initiatives, billboard advertisement
(Turner Outdoor Advertising), and restaurant
ownership (Ted’s Montana Grill) in Bozeman,
Montana, just to mention a few.
Along the way, Mr. Turner has also given back.

In 1989, he created the Turner Tomorrow
Fellowship, which offers positive solutions to
global problems. As a philanthropist, he is best
known for his $1 billion pledge to the United
Nations (one-third of his $3 billion worth at the
time). In 1991, Ted Turner was named TIME
magazine’s Man of the Year.
Throughout his life, Ted Turner has devoted his

assets to a blend of environmentalism and capi-
talism. He owns more land than any other
American and owns the largest herd of bison in
the world. He has taken many risks and grown his

business ventures into well-known enterprises. At the same time, he has cared
deeply about the environment and the social issues of the times.

THINK CRIT ICALLY

1. Comment on Ted Turner’s success in money management. How did he
grow his net worth from $1 million to $3 billion?

2. What kinds of financial records, filing system, and personal records would
you imagine someone like Ted Turner would need? What kind of banking
services would a financier such as Ted Turner use?

3. How does philanthropy help our country? Why do wealthy people
establish foundations and give large sums of money?

UN I T 2 CA S E
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Assessing Your
Financial Health

Overview
This project is designed to help you begin the financial
planning process. Here you will assess your financial health
by carefully examining your present financial condition. By
taking inventory of where you are now, you can begin to
build a plan for the future.

YOUR JOB
Let’s begin with your job. The money you earn affects what you are able to

purchase and save now as well as your future prospects for financial stability. You
will want to examine your current job in terms of your opportunities for
advancement, the company’s chances for survival, and job satisfaction. If you feel
you are in a dead-end job, working for a weak or financially unstable company or
in an obsolete industry, it’s time to start looking for a more promising oppor-
tunity. On the other hand, if you like your job, and the future looks good for the
company and the industry, then examine your opportunities for advancement. In
addition, consider your own mental attitude, skills, and aptitudes for higher-level
positions. If you aren’t currently working or are in a dead-end job, get started by
interviewing a person who has the type of job you’d like to have.
Complete Worksheet 1 (Rate Your Job) provided for you in the Student

Activity Guide and also presented on the next page. Worksheet 1 is designed to
help you assess your current job and any potential job you might consider.
When you examine your scores, you will have a clearer picture of the direction
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you should pursue. The time to do career research is now, not after you’ve
invested several years of your life in advanced education and training, the
wrong job, the wrong employer, or the wrong industry.
A score of 25 points is possible for each section. A score between 20 and 25

for any section indicates stability and good prospects for the future. A score
between 15 and 20 indicates that you should examine the characteristics
carefully before making long-term commitments. A score between 10 and 15
indicates that you should start looking for a new job, a new employer, or a new
type of career soon. A score under 10 indicates that you are in a dead-end job,
which should be viewed as only temporary.

WORKSHEET 1
Rate Your Job

Directions: Rate each of the following characteristics on a 1 to 5 point scale. A score 
of 5 means always; a score of 4 means usually; a score of 3 means as often as needed; 
a score of 2 means sometimes; a score of 1 means never; and a score of 0 means not 
applicable. If you do not have a job, complete this worksheet after doing research 
about your desired future job. 

Your Score

1. You enjoy the work you do, and you look forward to going to work 
each day.

2. You are willing to get extra training, education, or extra skills in 
order to be challenged.

3. You seek additional responsibility and can do the job well.

4. You like the work environment, and others recognize you as 
someone who will help and be a team player.

5. You receive regular pay raises large enough to keep you ahead of 
inflation and support your desired lifestyle.

       Your total

Job Score

1. The product or service is in demand and prospects look good for 
the future.

2. The industry is growing as a whole, with opportunities for 
advancement in other companies similar to yours.

3. The product or service is economy-resistant (rising prices or 
economic downturns don’t greatly affect sales).

4. Turnover among employees is generally low.

5. Pay scale and fringe benefits compare well with other companies in 
the same field.

       Job total

Employer’s Score

1. Your boss calls on you to handle tough assignments and gives you 
credit for your accomplishments.

2. The boss regularly solicits your suggestions and follows them.

3. The company promotes from within.

4. The company has a large number of customers rather than just a 
few big ones.

5. The company is well established and still growing.

       Employer’s total

Total of all points
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YOUR INCOME AND OUTGO (CASH FLOW)
Having completed the budgeting exercises in Chapter 8, you recognize the

importance of keeping track of dollars that regularly flow through your hands.
Complete Worksheet 2 (Cash Flow Statement) provided for you in the Student
Activity Guide and also presented for reference below. Worksheet 2 will help you
identify where your money comes from and where it goes. In addition, it allows
you to make projections for future income and outgo on a yearly basis. It’s
important to pinpoint your spending habits, analyze them, and take steps to
improve your financial picture.
Examine your cash flow closely, looking for places where your income may be

leaking. Plugging the small leaks will help you build larger cash reserves and spend
money more wisely. Think about three things you bought last year and later
regretted. What is the total amount of money you could have saved? What other
things could you have purchased?

WORKSHEET 2
Cash Flow Statement

Directions: Keep a record of income and expenses for a month (you might want to 
do this for a year to build a budget base for the following year). In the first column, 
list each item you receive or spend in a month. In the second column, project your 
annual income or expense for each item. In the third column, check any items that 
need attention. In the fourth column, indicate how much (increase or decrease) each 
item should change monthly. Add a plus sign (increase) or minus sign (decrease) to 
each entry. In the fifth column, indicate how much additional money you would save 
or spend annually by making the changes in the fourth column. Use a plus sign (save) 
or minus sign (spend) for each entry. See the example below.

Example:

Entertainment
expense

Income:
Take-home pay
Bonuses/gifts
Interest income
Other

Analysis:
List ways you can cut expenses or increase income (such as by substituting activities,
buying cheaper products, or working odd jobs in the summer).

Outgo:

Savings

Totals

Totals

THIS
MONTH

YEARLY
TOTAL

NEED
CHANGE

MONTHLY
CHANGE

YEARLY
EFFECT

ITEM

1
THIS

MONTH

2
YEARLY
TOTAL

3
NEED

CHANGE

4
MONTHLY
CHANGE

5
YEARLY
EFFECT

$38.00 $456.00 �$12.00 �$144.00
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YOUR NET WORTH
An assessment of where you stand begins with what you own and owe at the

moment. Complete Worksheet 3 (Net Worth Analysis) provided for you in
the Student Activity Guide and also presented for reference below. Worksheet 3
is used for listing your assets and liabilities and making projections of where
you would like to be at some future date (such as a month, a year, or five
years). The purpose of the net worth analysis is threefold: (1) to show you
your strong and weak areas, (2) to help you plan for specific short-term
changes, and (3) to allow you to project goals into the future based on those
decisions.

WORKSHEET 3
Net Worth Analysis

Directions: Fill in the blanks below. In column 1, write in the market value of each 
item you possess or debt you owe. See Chapter 8 for definitions of terms (assets, 
liabilities, and net worth). In column 2, write in what each item will be worth in one 
year. In column 3, indicate the value of each item in five years. You can assume an 
item will increase it if gains in value over time (through interest or inflation) or if you 
add to or purchase an item from that category.

Assets:

Liabilities:

Analysis: List major purchases that you wish to make and how you plan to pay for them.

Total assets

$ $ $

Total liabilities

Net worth

ITEM

1
TODAY’S
BALANCE

2
ONE-YEAR

PROJECTION

3
FIVE-YEAR

PROJECTION
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YOUR TAX LIABILITY
Based on the income tax returns you prepared in Chapter 7, use Worksheet 4

(Tax Liability) to analyze your total tax and determine whether or not you can
reduce your taxes through careful planning. Worksheet 4 is provided for you
in the Student Activity Guide and also presented for reference below. Keep
copies of your tax returns. Compare total tax by preparing Forms 1040EZ,
1040A, and the long Form 1040. Use the form that gives the greatest tax
advantage (that is, the lowest amount of taxes). Then study tax booklets and
other information to see where you can benefit from taking more deductions.

WORKSHEET 4
Tax Liability

Directions: To complete this worksheet, first list your gross income, taxable income, 
tax before credits, and total tax for the last three years you have filed tax returns and 
paid income taxes. If you have not yet filed a tax return, use the projected gross 
income that you would receive in the entry-level position of your choice (used for 
Worksheet 1). Compute taxes owed on that amount (see Chapter 7). Then compute 
how much you could save in income taxes if you made changes as shown. Finally, list 
some of the tax deductions and credits available on the Form 1040 in the Student 
Activity Guide that you might use to decrease your tax liability.

Analysis:         
 Examine Schedule A of Form 1040 (itemized deductions) in the Student Activity Guide. 
Identify some deductions you might wish to take advantage of to reduce your tax 
liability.

Examine Form 1040 in the Student Activity Guide and list additional types of income, 
deductions, and credits that are required and/or permitted when this form is used.

1.
2.
3.

How would each of the above years’ tax liabilities have changed if you could have had
the following changes:

YEAR
GROSS

INCOME

ADJUSTED
GROSS

INCOME
TAXABLE
INCOME

TAX
(BEFORE
CREDITS)

TOTAL TAX
(AFTER

CREDITS)

1
2
3

$
$
$

IRA deduction of $2,000
Child care credit of $500
One more exemption

YEAR CHANGE TAX DECREASE
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