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Manual Accounting – Module 20 

 

Overview of Bank Reconciliation Statement in Accounting 
 
What is a Bank Reconciliation Statement? 

A Bank Reconciliation Statement (BRS) is a document that matches the cash 
balance on a company's books to the corresponding amount on its bank 
statement. Reconciling the two accounts helps identify differences due to 
outstanding checks, deposits in transit, and bank charges, among other things. 

Importance of Bank Reconciliation Statement 

1. Accuracy in Financial Records: Ensures that the company's financial records 
are accurate and up-to-date. 
2. Fraud Detection: Helps detect fraud and unauthorized transactions. 
3. Error Identification: Identifies errors made by either the bank or the 
company. 
4. Cash Flow Management: Aids in managing cash flow effectively by ensuring all 
transactions are recorded. 
5. Compliance: Helps maintain compliance with accounting standards and 
regulations. 

Components of Bank Reconciliation Statement 

1. Bank Statement Balance: The balance shown in the bank statement at the 
end of the period. 
2. Book Balance: The balance shown in the company's cash account at the end of 
the period. 
3. Outstanding Checks: Checks that have been written and recorded in the 
books but not yet cleared by the bank. 
4. Deposits in Transit: Deposits recorded in the company's books but not yet 
reflected in the bank statement. 
5. Bank Errors: Any errors made by the bank in the bank statement. 
6. Company Errors: Any errors made by the company in the cash account. 
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