Create an accounting ledger for a demand deposit account involving a deposit of $100.  

Does the bank owe the deposit customer the amount of his deposit?

Is the deposit customer the creditor of the bank?

Describe how the deposit is entered into the accounting ledger.

Does the bank enter any other values in with those of the deposit?

Explain how the bank's assets and liabilities change because of this deposit.

Create an accounting ledger demonstrating the entries involved when a bank takes ownership of a promissory note.

Describe how the note is entered into the accounting ledger as the bank takes ownership.

Does the bank enter any other values in with those of the note after taking ownership?

Explain how the bank's assets and liabilities change after the bank takes ownership of the note.

Example 1.  Demand Deposit Account for $100

       Customer
|


Bank         .

Assets
/
Liabilities
Assets
/
Liabilities

$100
/
$0
$0
/
$100 (bank deposits customer's money)

$0
/
$100
$100
/
$0 (customer writes check for $100)

Example 2.  Bank takes possession of $100 promissory note:

       Customer
|


Bank         .

Assets
/
Liabilities
Assets
/
Liabilities

$100
/
$0
$0
/
$100 (bank takes possession of note)

$0
/
$100
$100
/
$0 (bank gives check to customer)

Example 3.  Acct A loans $100 to Acct B:

       Acct A
|


Acct B         .

Assets
/
Liabilities
Assets
/
Liabilities

$100
/
$0
$0
/
$100 (Acct A writes Acct B a check)

$0
/
$100
$100
/
$0

Acct A loans $100 to Acct B.  Acct A is the creditor to Acct B.  Create an accounting ledger to demonstrate this.

Comparing the two examples, according to the accounting ledgers in Example 1, is the customer the creditor as in Example 2, Acct A?

Identify source of funds in Example 1.  What is the account number?  Who was the owner?

Can a debtor loan the money of its creditors without their knowledge or consent?

Can a debtor loan the money of its creditors when their money must be made available exclusively to them upon demand?

List all endorsees of the note after it was signed by the customer.

