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As business owners regularly verify their records against bank transactions to prevent errors, this best practice allows them to confirm the accuracy of their balance sheet numbers align with the bank statement. If discrepancies are found, adjustments are made to the balance sheet accordingly. This process is an integral part of the month-end close
procedure, which involves reviewing various financial statements, including the balance sheet, income, expenses, and intercompany trades. Regularly reconciling bank statements helps maintain accurate financial records, facilitating tax filing and providing a comprehensive view of the company's finances. To perform bank reconciliation effectively,
one must follow these 8 steps: Obtain a detailed statement from the bank, detailing cleared and rejected checks, transaction charges, and fees. Prepare business records using software or spreadsheets. Compare ending balances on the balance sheet with those on the bank statement. Verify bank deposits and withdrawals align with balance sheet
records. Identify discrepancies between the two and cross-check to determine their source. If errors are found on the bank's end, notify them. Ensure income and expenses on the balance sheet match bank statements to detect unaccounted for deposits or expenses. During bank reconciliation, ensure that all recorded checks match the bank's
clearance list. If not, contact the bank immediately and inform them of the error. Also, check for any uncleared checks. Record miscellaneous debit and credit entries in the bank statements on the balance sheet. If there are differences, adjust the balance sheet to reflect all transactions. After checking critical items, update cash balances to account
for expenses and transactions. Reconcile all transactions and ensure closing balances match between the balance sheet and bank statements. If not, repeat the process. The frequency of reconciling depends on business size, complexity, and transaction volume. For larger companies with high transaction volumes, daily reconciliation may be
necessary. For smaller businesses, it's common during monthly or quarterly close processes. However, if suspicious activity or unidentifiable transactions are detected, immediate bank reconciliation is essential. Similarly, if customer payment checks don't match bank records, a cross-check is needed. Common errors to avoid in bank reconciliation
include not recording all transactions, incorrect recordings, accumulated bank fees, and starting with an incorrect opening balance. It's crucial to ensure accuracy and resolve discrepancies promptly. Ensure Accurate Financial Records to Prevent Issues Regularly reconcile and review financial records to identify and resolve errors promptly, thereby
reducing the risk of financial issues. Using software tools can automate bank reconciliation processes, leading to increased accuracy, productivity, and cost savings. This enables businesses to focus on critical tasks while making informed decisions based on accurate financial data. Automation reduces errors and discrepancies, streamlining the
reconciliation process. Key benefits include auto-reconciling transactions based on standard tagging rules, reducing time and risk. Cash management software integrates with various sources, ensuring consistency in data requirements and quality. Automating bank reconciliations can reduce processing and auditing costs, identify discrepancies, and
keep a closer eye on finances. It also enables scalability as the business grows. The Substantiation software simplifies the process of reconciling general ledger and supporting balances by automating tasks using pre-configured templates, which in turn helps manage open items and enhance analytical capabilities. This streamlines operational
efficiency, enabling businesses to achieve faster financial close cycles and improved audit readiness through more accurate and timely financial data. To prepare a bank reconciliation statement, compare the company's accounting records with the bank statement balance, identifying any discrepancies and making adjustments for outstanding checks,
deposits in transit, or other items not recorded. This process ensures accurate financial records by tracking transactions and balances accurately. Reconciling bank accounts involves comparing the bank statement with the company's cash records, accounting for differences like outstanding checks, deposits in transit, fees, and errors. The three
methods of preparing a bank reconciliation are the Adjusted Balance method, where adjustments are made directly to the balance; the Bank Statement method, where adjustments are made to the bank statement balance; and the Balance Sheet Method, which reconciles discrepancies between the bank and book balances. Businesses should reconcile
their bank statements monthly to catch discrepancies early and maintain accurate financial records. Those with high volumes of transactions may need to reconcile weekly or daily to efficiently manage cash flow.
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