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Introduction to Bank 
Reconciliation



What is the meaning of BRS?

Purpose of BRS

BRS compares company cash book and bank statement to find 
discrepancies and ensure accurate financial records.

Causes of Differences

Discrepancies in BRS arise due to timing differences, errors, or omissions 
between company and bank records.

Example of BRS

If bank shows ₹50,000 but cash book shows ₹48,000, BRS explains the 
₹2,000 difference clearly.

Importance of BRS

BRS ensures transparency and accuracy in financial reporting by matching 
recorded transactions.



Purpose of BRS

Ensuring Transaction Accuracy

BRS ensures cash transactions are 
accurate and complete, preventing 
errors and omissions.

Detecting Pending Items

BRS identifies pending items like 
uncleared cheques to maintain up-
to-date financial records.

Strengthening Internal Controls

Regular reconciliation enhances 
internal controls and supports audit 
preparedness.



Key Concepts in Xero 
Bank Reconciliation



Meaning of 
Unreconciled Line 
Items

Definition of Unreconciled Items

Unreconciled line items are bank 
statement entries not matched to 
transactions in accounting software 
like Xero.

Pending Transaction Status

These items remain pending until 
users locate a matching transaction 
or create a new one in the system.

Importance of Proper Handling

Properly managing unreconciled 
items ensures accurate and 
complete financial reconciliation.



Outstanding 
Receipts and 
Payments

Definition of Outstanding Receipts

Outstanding receipts are payments 
received but not yet reflected in the bank 
statement, causing timing differences.

Definition of Outstanding Payments

Outstanding payments are issued 
payments like cheques not yet cleared by 
the bank at statement time.

Importance of Tracking

Tracking outstanding receipts and 
payments is essential for accurate bank 
reconciliation and financial management.



Common Issues and 
Solutions



Typical Problems During Reconciliation

Missing Transactions

Missing transactions like unrecorded bank fees can be fixed by manually entering them in the accounting 
system.

Duplicate Entries

Duplicate payments happen when transactions are entered twice; removing duplicates resolves the issue.

Currency Differences

Incorrect foreign currency conversion causes discrepancies that can be corrected by adjusting exchange 
rates using multicurrency features.



Reconciliation 
Process and Review



Flowchart of Reconciliation Process

Connecting Bank Feed

Start by connecting the bank feed or importing the bank statement to 
import financial data into the system.

Reviewing Statement Lines

Carefully review the imported bank statement lines to ensure accuracy and 
identify transactions to be reconciled.

Matching Transactions

Match the bank statement transactions with those recorded in the 
accounting software to ensure all entries align correctly.

Approving and Reconciling

Approve the matched transactions and reconcile the accounts to finalize 
the process and maintain financial accuracy.



How to Review the BRS

Balance Comparison

Compare the closing balance in Xero with the bank statement balance after reconciliation for accuracy.

Investigate Differences

Promptly investigate any unresolved differences or aged unreconciled items to maintain accuracy.

Regular Review Importance

Conduct regular reviews to prevent discrepancies from accumulating and ensure accurate financial records.



Best Practices and 
Benefits



Best Practices for Bank 
Reconciliation 

Regular Reconciliation

Reconcile bank transactions daily or weekly to maintain up-to-date and 
accurate financial records.

Utilize Bank Feeds

Use reliable bank feeds and statement imports to automate data entry and 
reduce manual errors.

Attach Supporting Documents

Attach receipts and invoices to transactions to provide audit trails and 
improve transparency.

Leverage Automation Features

Use Find & Match and bank rules in Xero to automate transaction matching 
and speed up reconciliation.



Benefits of Using 
Xero for BRS

Time Savings

Automation of bank feeds and matching suggestions 
reduces manual work and speeds up reconciliation.

Improved Accuracy

Audit trails ensure accuracy and accountability in bank 
reconciliation processes.

Real-Time Insights

Dashboards and reports provide immediate financial 
visibility for informed decision making.

Collaboration and Scalability

Supports multicurrency, bank rules, and enables 
collaboration between accountants and business owners.
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