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Chapter 11—Bank Reconciliation


Objectives:
· Are the same as first set of notes for Chapter 11

BR:

· What is a restrictive endorsement  & why would you use it??

· Get 11-4 page 279 out for check

Classwork/Homework:

· ABA Numbers---------City or State-------Code for bank

code for Federal Reserve District
· Notes for Bank Reconciliation—attached

· Demo Problem----

· Computing in the Business World—page 273

· 11-2 page 273

· Record Service Charges

· Record Stop Payments

· Problem 11-5 page 280

· Problem 11-6 page 280

· Problem 11-7 page 281

· Problem 11-8 page 281

· Test

· Mini Practice 2page 282-283


Notes:

Very important to reconcile bank statement and checkbook.

· Keep records up to date

· Don’t overspend
· Room for advancements

Proving Cash

· Recording all deposits
· Keeping all payments made by check

· Journalizing & Posting everything

· Cash in Bank balance and Check book balance should equal
· Internal control used by businesses
· If Cash in Bank doesn’t equal Checkbook balance AND trial balance equals, problem is probably in the checkbook (addition or subtraction)

· Record correction on the next check unused check stub in checkbook

Bank Statement

· Itemized record of all transactions for a given period (usually a month)

· Contain the following information

· Checking account balance at the beginning of the period

· List of all deposits made during period

· List of all checks paid by the bank during the period

· Checking account balance at end of period
· Canceled checks are returned by bank to depositor 
· Keep as proof of payment

· Store in safe place

· Reconcile bank statement

· Compare bank statement balance with the checkbook balance

· Mostly out of balance because:

· Outstanding checks

· Outstanding deposits

· Bank charges

· Outstanding Checks/Deposits

· Checks written by depositor but not presented to bank for payment

· Deposits made by depositor and appear in checkbook but not found on the bank statement

· Bank Service Charge

· Fee charged by bank to maintain bank records & statements

· Charge varies

· Reconciling A Bank Statement
· Notify bank immediately if errors
· Form attached to bank to assist with reconciliation

· Five steps page 268------figure 11-12

· Arrange canceled checks in numerical order& compare them to the stubs in the checkbook.  Place √ next to each item.----No checkmark means Outstanding Check
· Record Ending balance on the bank statement

· Compare deposits listed on the bank statement to deposits in the checkbook---place √ next to each item.  Outstanding Deposits---no checkmark

· Subtract total outstanding checks from amount shown on statement------Adjusted Bank Balance

· Compare Adjusted Bank Balance to the checkbook balance.  When they match, the bank statement is reconciled.!!!!!!!!!
· See page 268 for the two-column account form……..

· Recording Bank Service Charge

· Fee charged by a bank

· Recorded as an Expense-----Miscellaneous Expense

· Bank already took Service Charge out----shown on bank statement.

· Business must journalize it and put on check stub

· No check is necessary!!!!!!!

· See page 269 for example

· Stopping Payment on Check

· Business orders bank not to pay a check

· Check could be lost or stolen

· Fee charged to do this—appears on bank statement

· Business must record a transaction----Miscellaneous Expense

· Write STOP PAYMENT on the check stub

· Record NSF Checks
· NSF-----Not Sufficient Funds
· Bank returns check to depositor due to not enough funds in account & charges a fee

· Business records transaction to record the returned check

· Transaction:

· Debit AR-Customer Name

· Credit Cash

· Electronic Funds Transfer System (EFTS)

· Banks transfer funds among accounts quickly and without the exchange of checks
· Direct Deposit----payroll checks
