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MEANING OF BANK/IRECONCILIATION STATEMENT

Bank Reconciliation Statement is a statement prepared by the account
holder on a particular date to reconcile the bank balance as per Cash
Book with the balance as per Bank Statement or Bank Pass Book
showing entries because of which differences between the two
balances exist.
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NEED AND IMPORTANCE OF BANK RECONCILIATION STATEMENT o & 4

Ommee”
1. It brings out the errors if any, committed either in the Cash Book or in the Bank

Statement or Pass Book.
2. Undue delay in the clearance of cheques deposited is known from the

reconciliation.
3. Regular reconciliation discourages embezzlements.
4. Reconciliation helps in verifying the accuracy of entries recorded in the Cash Book.

5. It shows actual bank balance.

CAUSES OF DIFFERENCES IN THE CASH BOOK AND
PASS BOOK BALANCE
1 |
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(a) Differences caused (b) Differences caused by
by Time gap in efrors committed in

recording transactions. recording transactions.




Differences caused by Time Gap\in recording transactions:

e Cheques issued but not yet presented for payment in the Bank.

 Cheques paid into the bank for collection but not yet credited by the bank. 7
 Cheques paid into the bank for collection but dishonoured by the bank 7
e Interest charged by the bank on Overdraft

« Bank Charges and Commission charged by the bank .
» Direct deposit by customers into the bank T
 Interest and dividend collected by the bank

* Direct payment made by the bank on behalf of customers
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Differences caused by Errors Committed in Recording Transactions a5
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(1) Errors committed in recording transactions by the firm : Sometimes the firm
may commit errors while recording entries in the Cash book. Such errors may be:
e (i) Cheque issued to a creditor but omitted to be recorded in the Cash Book.

e (i) Cheques deposited into the bank but omitted to be recorded in the Cash
Book.

e (iii) Error in totalling or balancing the bank column of the Cash Book.
(2) Errors committed in recording transactions by the bank:

Sometimes the bank commits an error and records a wrong entry in the customer’s
account which causes a difference between the bank balance shown by the cash

book and the balance shown by the pass book.
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Cash Book shows a Debit balance of Rs. 12,500. On 1, / 8s o 2 o |20 € )
::olrl'nparini the Cash Book with thedPass Book, C O 7 oI =
ollowing discrepancies were noted: |
ones @ en (0ol bel.
(i) Cheques issued but not yet presented for Eo«/ ﬁ@« f oyt N\ ( Dv ) ( 2/9}0 7
payment. 6,000 4(”&\)‘7(’! J bt rot /7 { {/ ;5552
(i) Cheques depgited in the bank but not -C [,37 Lo ’qu?i'l but nod (olletlasd (70 C) T
| 2
collected. 9,000 g (’L o ?qu (ﬂ" God< <§ mxy
(iii) Bank paid insurance premium. 5,000 — - ImmonaAm ( ] kg Do)
(iv) Bank charges. 300 R M
(o) Directly deposited by a customer. 8,000 ‘7L wchl,? ’De,?o&' F v ‘TLQ BW‘( 8: :
(vi) Interest on investment collected by bank.2,000 |-+ ff e mlan\l/””"’”j Co (leties] 6‘1 Bk JOUS
ﬁii) Cash discount allowed of Rs. 200 was recorded ’/_D' Stowd W Dcn DM( (9 brnn LQ? @0/
on the debit side of the Bank column. Prepare ) 1
W 6o
Bank Reconciliation Statement. o) ook / (2 @uﬂ




On 3l1st January, 2025, Naresh had an overdraft of

Rs. 40,000 as shown by his Cash Book in the bank

column. Cheques amounting to Rs. 10,000 had

been deposited by him but were not collected by

the bank by 31st January, 2025. He issued cheques

of Rs. 7,000 which were not presented to the bank

for payment up to that day. There was also a debit

in his Pass Book of Rs. 600 for interest and Rs. 500
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for bank charges.
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From the following information, prepare Bank @:Z)
Reconciliation Statement as on 5 %o
1

31st March, 2024: |
() Bank overdraft as per Pass Book. 36,000
ii)Cheques issued but not presented for payment.
/1(9,700
)’rﬂ)Cheques deposited with bank but not collected.
25,000
J.'r{)Cheques entered in Cash Book but not banked.
9,000
(v)Directly deposited to bank by a customer. 11,000
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Prepare Bank Rgggnciliation Statement from the

following particulars on 3i1st July, 2025:

(i)Credit Balance as per the Pass Book Rs. 50,000.
Jﬁf Three cheques for Rs. 6,000, Rs. 3,937 and Rs.

1,525 issued in last week of July, 2025were

presented for payment to the bank in August,
2025.

(ili) Two cheques of Rs. 500 and Rs. 650 sent to the

bank for collection were not entered in the Pass
Book by 3ist July, 2025.

/(iv) The bank charged Rs. 460 for its commission
and allowed interest of Rs. 100 which were not

mentioned in the Bank Column of the Cash Book.
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