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Bank reconciliation is a vital accounting process that ensures the accuracy of a company's financial 

records by comparing the company's internal records of transactions with those shown on the bank 

statement. The goal of bank reconciliation is to identify any discrepancies between the two sets of 

records and to ensure that the company's financial statements reflect the correct financial position. 

Here's a detailed description of the bank reconciliation process: 

 Gathering Information: The process begins by gathering the necessary documents, including the 

company's internal records (such as cash receipts, cash disbursements, and general ledger 

accounts) and the bank statement provided by the financial institution. 

 Comparison of Transactions: Next, the transactions recorded in the company's internal records 

are compared to those listed on the bank statement. This involves matching each transaction, 

such as deposits, withdrawals, checks, and bank fees, to ensure consistency between the two 

sets of records. 

 Identification of Discrepancies: Discrepancies may arise due to timing differences, errors in 

recording transactions, bank processing delays, or fraudulent activity. Common discrepancies 

include outstanding checks (checks issued but not yet cleared by the bank), deposits in transit 

(deposits made but not yet credited by the bank), bank errors, or unauthorized transactions. 

 Adjustments: Once discrepancies are identified, adjustments are made to reconcile the 

company's records with the bank statement. This may involve adding or deducting transactions 

from the company's records to reflect the correct balance. 

 Reconciliation Statement: A reconciliation statement or report is prepared to document the 

adjustments made during the reconciliation process. This statement serves as evidence that the 

company has verified the accuracy of its financial records and has reconciled any differences 

with the bank statement. 
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 Resolution of Discrepancies: Any discrepancies identified during the reconciliation process must 

be investigated and resolved promptly. This may require contacting the bank to clarify 

transactions, correcting errors in the company's records, or taking appropriate action to address 

fraudulent activity. 

 Internal Controls: Implementing effective internal controls, such as segregation of duties, 

regular reviews of bank statements, and approval procedures for financial transactions, can help 

prevent discrepancies and ensure the integrity of the reconciliation process. 

Bank reconciliation is typically performed on a monthly basis but may be done more frequently for 

businesses with high transaction volumes or cash flow activity. It provides valuable insights into the 

company's financial health, helps detect errors or irregularities, and ensures compliance with accounting 

standards and regulations. 

 


