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5.1 NeedforReconciliation 

Itisgenerallyexperiencedthatwhenacomparisonismadebetweenthebankbalan
ce as shown in the firm’s cash book, the two balances do not tally.Hence, we 
have to first ascertain the causes of difference thereof and thenreflect them 
in a statement called Bank Reconciliation Statement to 
reconcile(tally)thetwobalances. 

In order to prepare a bank reconciliation statement we need to have 
abank balance as per the cash book and a bank statement as on a 
particulardayalongwithdetailsofboththebooks.Ifthetwobalancesdiffer,theentr
iesin both the books are compared and the items on account of which 
thedifferencehasarisenareascertainedwiththerespectiveamountsinvolvedsot
hat the bank reconciliation statement may be prepared. Its format shown 
infigure5.5. 

 

 Particulars Amount 
Rs. 

 
Balanceaspercashbook ....... 

Add: Chequesissuedbutnotpresented ....... 
 Interestcreditedbythebank ....... 
  ....... 

Less: Chequesdepositedbutnotcreditedbythebank ....... 
 Bankchargesnotrecordedinthecashbook ....... 

 Balanceasperthepassbook xxxx 
   

 
Fig.5.2:Proformaofbankreconciliationstatement 

 

It can also be preparedwith  two  amount  columns  one showing  additions(+ 
column) and another showing deductions (-column). For convenience, 
weusuallyadoptthistreatment. 

 
 Particulars Amount 

Rs.
(+) 

Amount 
Rs.
(–) 

 Balanceaspercashbook 
Chequesissuedbutnotpresented` 

...... 

...... 

 

Interestcreditedbythebank ......  

Chequedepositedbutnotcreditedbythebank  ...... 
Bankchargesnotrecordedinthecashbook  ...... 

Balanceasperthepassbook.  xxxx 
   

Fig.5.3:Proformaofbankreconcitiationstatement(tableform) 
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DATE PARTICULARS CHEQUE 

No. 

DEBIT

Rs.P. 

CREDIT

Rs.P. 
BALANCE 

Rs.P. 

+REMARKS 

    Opening 50,782.30 + 
    Balance:   

04/08/2014 DELHIPLA 356376 35,000.00  15,782.30 + 
07/08/2014 TO SELF 356377 10,000.00  5,782.30 + 
13/08/2014 BYCLG   10,673,00 16,455,30 + 
13/08/2014 BYCLG   9,143.00 25,598.30 + 
17/08/2014 TO SELF 356378 20,000.00  5,598.30 + 

21/08/2014 BYCLG   25,808.00 31,406.30 + 
26/08/2014 BYCLG   32,949.00 64,355,30 + 
02/09/2014 ToSELF 356381 30,000.00  34,355.30 + 
04/09/2014 DELHI PLASTIC 356382 10,000.00  24,355.30 + 
08/09/2014 ICICI 657755 6,074.00  18,281.30 + 

09/09/2014 BYCLG   3,146.00 21,427.30 + 
13/09/2014 TO SELF 356380 9,500,00  11,927.30 + 
15/09/2014 BYCLG   5,320.00 17,247.30 + 
15/09/2014 BYCLG   18,564.00 35,811.30 + 
16/09/2014 TO SERVICE CHARGES  120.00  35,691.30 + 

21/09/2014 TO SELF 356383 20,000.00  15,691.30 + 
25/09/2014 TO SELF 356385 10,000.00  5,691.30 + 
27/09/2014 BYCLG   16,198.00 21,889.30 + 

 
 

 

Fig.5.1:Specimenofbankstatement(currentaccoun
t) 
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Reconciliation of the cash book and the bank passbook balances 
amountsto an explanation of differences between them. The differences 
between thecashbookandthebankpassbookiscausedby: 

• timingdifferencesonrecordingofthetransactions. 
• errorsmadebythebusinessorbythebank. 

 
5.1.1 TimingDifferences 

When a business compares the balance of its cash book with the 
balanceshownbythebankpassbook,thereisoftenadifference,whichiscausedbyt
hetimegapinrecordingthetransactionsrelatingeithertopaymentsorreceipts.Th
efactorsaffectingtimegapincludes: 

 

5.1.1(a)Chequesissuedbythebankbutnotyetpresentedforpayment 

Whenchequesareissuedbythefirmtosuppliers  or creditors  of  the  
firm,theseareimmediatelyenteredonthecreditsideofthecashbook.However,there
ceivingpartymaynotpresentthechequetothebankforpaymentimmediately.Theba
nkwilldebitthefirm’saccountonlywhenthesechequesareactuallypaidbythebank.H
ence,thereisatimelagbetweentheissueofachequeanditspresentationtothebankw
hichmaycausethedifferencebetweenthetwobalances. 

 

5.1.1(b)Chequespaidintothebankbutnotyetcollected 

When firmreceiveschequesfromitscustomers(debtors),theyareimmediately  
recorded  in  the  debit  side   of  the  cash  book.  This  
increasesthebankbalanceasperthecashbook.However,  the  bank  credits  
thecustomeraccountonlywhenthe  amount  of  cheques  are  actually  
realised.Theclearingofchequesgenerallytakesfewdaysespecially  in  case  
ofoutstation  cheques  or  when  the  cheques  are  paid-in  at  a  bank  
branchotherthantheoneat  which  the  account  of  the  firm  is  maintained.  
Thisleadsto  a  cause  of  difference  between  the  bank  balance  shown  by  
thecashbookandthebalanceshownbythebankpassbook. 

 
5.1.1(c)Directdebitsmadebythebankonbehalfofthecustomer 

Sometimes, the bank deducts amount for various services from the 
accountwithout the firm’s knowledge. The firm comes to know about it only 
whenthe bank statement arrives. Examples of such deductions include: 
chequecollection charges, incidental charges, interest on overdraft, unpaid 
chequesdeducted by the bank – i.e. stopped or bounced, etc. As a result, the 
balanceasperpassbookwillbelessthanthebalanceaspercashbook. 



  

 
 
 

  
 

5.1.1(d)Amountsdirectlydepositedinthebankaccount 

Thereareinstanceswhendebtors(customers)directlydepositsmoneyintofirm’sban
kaccount.But,thefirmdoesnotreceivetheintimationfromanysourcetillit receives 
the bank statement. In this case, the bank records the receipts in thefirm’s 
account at the bank but the same is not recorded in the firm’s cash book.As a 
result, the balance shown in the bank passbook will be more than 
thebalanceshown inthe firm’s cashbook. 

 

5.1.1(e)Interestanddividendscollectedbythebank 

Whenthebankcollectsinterestanddividendonbehalfofthecustomer,thentheseareim
mediatelycreditedtothecustomersaccount.Butthefirmwillknowaboutthese 
transactions and record the same in the cash book only when it receives 
abankstatement.Tillthenthebalancesasperthecashbookandpassbookwilldiffer
. 

 

5.1.1(f)Directpaymentsmadebythebankonbehalfofthecustomers 

Sometimes the customers give standing instructions to the bank to make 
somepaymentregularlyonstateddaystothethirdparties.Forexample,telephone
bills,insurancepremium,rent,taxes,etc.aredirectlypaidbythebankonbehalfofthe
customeranddebitedtotheaccount.Asaresult,thebalanceasperthebank 
passbook wouldbe lessthan the oneshown inthe cash book. 

 

5.1.1(g)Chequesdeposited/billsdiscounteddishonoured 

If a cheque deposited by the firm is dishonoured or a bill of exchange drawn 
bythe business firm is discounted with the bank is dishonoured on the date 
ofmaturity,thesameisdebitedtocustomer’saccountbythebank.Asthisinformationi
snotavailabletothefirmimmediately,therewillbenoentryinthe firm’s cash book 
regarding the above items. This will be known to the 
firmwhenitreceivesastatementfromthebank.Asaresult,thebalanceasperthepassb
ookwouldbelessthanthecashbookbalance. 

 

5.1.2 DifferencesCausedbyErrors 

Sometimesthedifferencebetweenthetwobalancesmaybeaccountedforbyanerror
onthepartofthebankoranerrorinthecashbookofthebusiness.Thiscausesdifference
betweenthebank  balance  shown  by  the  cash  
bookandthebalanceshownbythebankstatement. 



  

5.1.2(b)Errorscommittedinrecordingtransactionsbythebank 

Omission or wrong recording of transactions relating to cheques 
depositedand wrong totalling, etc. committed by the bank while posting 
entries in 
thepassbookalsocausedifferencesbetweenpassbookandcashbookbalance. 

 
 
 

BankReconciliationStatement  

5.1.2(a)Errorscommittedinrecordingtransactionbythefirm 

Omission or wrong recording of transactions relating to cheques issued, 
chequesdepositedandwrongtotalling,etc.committedbythefirmwhilerecordingent
riesinthecashbookcausedifferencebetweencashbookandpassbookbalance. 

 
 
 
 
 
 
 
 

TestYourUnderstanding-I 

I.  Read the following transactions and identify the cause of difference on the basis 
oftimegaporerrorsmadebybusinessfirm/bank.Puta  sign  ()  for  the  correctcause. 

S.No. Transactions TimeGap Errorsmad
ebybusines
s/bank 

1. Chequesissuedtocustomersbutnot   

 presentedforpayment. 

2. ChequeamountingtoRs.5,000issued 
 toM/s.XYZbutrecordedasRs.500 
 inthecashbook. 

3. Interestcreditedbythebankbutyet 
 notrecordedinthecashbook. 

4. Chequedepositedintothebankbut 
 notyetcollectedbythebank. 

5. Bankchargesdebitedtofirm’scurrent 

 accountbythebank. 

II. Fillintheblanks: 

(i) Passbookisacopyof................. asitappearsintheledgerofthebank. 

(ii) Whenmoneyiswithdrawnfromthebank,thebank ...................... the accountof 
thecustomer. 

(iii) Normally,thecashbookshowsadebitbalance,passbookshows 
.............balance. 

(iv) Favourablebalanceasperthecashbookmeans .................... balanceinthebank 
columnofthecashbook. 



  

 
 
 

  
 

5.2 PreparationofBankReconciliationStatement 

After identifying the causes of difference, the reconciliation may be done 

inthefollowingtwoways: 

(a) Preparation of bank reconciliation statement without adjusting cash 
bookbalance. 

(b) Preparation of bank reconciliation statement after adjusting cash 
bookbalance. 

It may be noted that in practice, the bank reconciliation statement 
isprepared after adjusting the cash book balance, about which you will 
studylaterinthechapter. 

 

5.2.1 Preparation of Bank Reconciliation Statement without adjusting 

CashBookBalance 

To prepare bank reconciliation statement, under this approach, the 
balanceas per cash book or as per passbook is the starting item. The debit 
balance asper the cash book means the balance of deposits held at the bank. 
Such abalance will be a credit balance as per the passbook. Such a balance 
existswhen the deposits made by the firm are more than its withdrawals. It 
indicatesthe favourable balance as per cash book or favourable balance as 
per 
thepassbook.Ontheotherhand,thecreditbalanceasperthecashbookindicatesba
nk overdraft. In other words, the excess amount withdrawn over the 
amountdeposited in the bank. It is also known as unfavourable balance as per 
cashbookorunfavourablebalanceasperpassbook. 

(v) If the cash book balance is taken as starting point the items which make 
thecashbookbalancesmallerthanthepassbookmustbe .............. forthepurpose 
of   reconciliation. 

(vi) If the passbook shows a favourable balance and if it is taken as the 
startingpoint for the purpose of bank reconciliation statement then cheques 
issuedbutnotpresentedforpaymentshouldbe .......... tofindoutcashbalance. 

(vii) When the cheques arenot  presented for payment, favourable balance as 
perthecashbookis .............. thanthatofthepassbook. 

(viii) When a banker collects the bills and credits the account passbook 
overdraftshows balance. 

(ix) Iftheoverdraftasperthepassbookistakenasthestartingpoint,thecheques 
issuedbutnotpresentedaretobe.............inthebankreconciliationstatement. 

(x) When the passbook balance is taken as the starting point items which 
makesthepassbookbalance ....... thanthebalanceinthecashbookmustbe 
deductedforthepurposeofreconciliation. 
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Wemayhavefourdifferentsituationswhilepreparingthebankreconciliationstateme
nt.Theseare: 

1. Whendebitbalance(favourablebalance)aspercashbookisgivenandthebal
anceasperpassbookistobeascertained. 

2. Whencreditbalance(favourablebalance)asperpassbookisgivenandthebal
anceaspercashbookistobeascertained. 

3. Whencreditbalanceaspercashbook(unfavourablebalance/overdraftbala
nce)isgivenandthebalanceasperpassbookistoascertained. 

4. Whendebitbalanceasperpassbook(unfavourablebalance/overdraftbalan
ce)isgivenandthecashbookbalanceasperistoascertained. 

 
5.2.1(a)Dealingwithfavourablebalances 

Thefollowingstepsmaybeinitiatedtopreparethebankreconciliationstatement: 

(i) Thedateonwhichthestatementispreparediswrittenatthetop,aspartofthehea
ding. 

(ii) The first item in the statement is generally the balance as shown by 
thecash book. Alternatively, the starting point can also be the balance 
asperpassbook. 

(iii) Thechequesdepositedbutnotyetcollectedarededucted. 

(iv) All the cheques issued but not yet presented for payment, 
amountsdirectlydepositedinthebankaccountareadded. 

(v) All the items of charges such as interest on overdraft, payment by 
bankon standing instructions and debited by the bank in the passbook 
butnotenteredincashbook,billsandchequesdishonouredetc.arededucte
d. 

(vi) All the credits given by the bank such as interest on dividends 
collected,etc.anddirectdepositsinthebankareadded. 

(vii) Adjustment for errors are made according to the principles of 

rectificationof errors. (The rectification of errors has been discussed 

indetail inchapter6.) 

(viii) Nowthenetbalanceshownbythestatementshouldbesameasshownbythepas
sbook. 

It may be noted that treatment of all items shall be the reverse of the 
aboveifweadjustpassbookbalanceasthestartingpoint.(seeillustration3) 

The following solved illustrations will help you understand dealing 

withfavourablebalanceaspercashbookandpassbook. 



  

 
 
 

  
Illustration1 

FromthefollowingparticularsofMr.Vinod,preparebankreconciliationstatementasonMarch31,20
14. 

1. BankbalanceaspercashbookRs.50,000. 
2. ChequesissuedbutnotpresentedforpaymentRs.6,000. 
3. ThebankhaddirectlycollecteddividendofRs.8,000andcreditedtobankaccountbutwas

notenteredinthecashbook. 
4. BankchargesofRs.400werenotenteredinthecashbook. 
5. AchequesforRs.6,000wasdepositedbutnotcollectedbythebank. 

 
Solution 

Bank Reconciliation Statement of Mr. Vinod as on March 31, 2014 
 

 Particulars + 
Rs. 

– 
Rs. 

1. Balanceaspercashbook 50,000  

2. Chequesissuedbutnotpresentedforpayment 6,000  

3. Dividendscollectedbythebank 8,000  

4. Chequedepositedbutnotcreditedbythebank  6,000 

5. Bankchargesdebitedbythebank  400 

6. Balanceasperpassbook.  57,600 

  64,000 64,000 

Illustration2 

FromthefollowingparticularsofAnil&Co.prepareabankreconciliationstatementasonAugust3
1,2014. 

1. BalanceasperthecashbookRs.54,000. 
2. Rs.100bankincidentalchargesdebitedtoAnil&Co.account,whichisnotrecordedincash

book. 
3. ChequesforRs.5,400isdepositedinthebankbutnotyetcollectedbythebank. 
4. AchequeforRs.20,000isissuedbyAnil&Co.notpresentedforpayment. 

 

Solution 

BankReconciliationStatementofAnil&Co.asonAugust31,2014 
 

 Particulars (+) 
Amount 

Rs. 

(–) 
Amount 

Rs. 

1. Balanceaspercashbook 54,000 - 
2. Cheqeusissuedbutnotpresentedforpayment 20,000 - 
3. Chequesdepositedbutnotcreditedbythebank - 5,400 
4. Bankincidentalchargesdebitedbythebank - 100 
5. Balanceasperpassbook - 68,500 

  74,000 74,000 



  

 
 
 

BankReconciliationStatement  
 

Illustration3 

ThebankpassbookofM/s.Boss&Co.showedabalanceofRs.45,000onMay31,2014. 

1. Cheques issued before May 31, 2014, amounting to Rs. 25,940 had not been 
presentedforencashment. 

2. TwochequesofRs.3,900andRs.2,350weredepositedintothebankonMay31buttheban
kgavecreditforthesameinJune,2014. 

3. There was also a debit in the passbook of Rs. 2,500 in respect of a cheque 
dishonouredon    31.5.2014.   Prepare   a    bank   reconciliation   statement   
as    onMay31,2014. 

Solution 

BankReconciliationStatementofBose&CoasonMay31,2014 
 

 Particulars (+) 
Amount 

Rs. 

(–) 
Amount 

Rs. 

1. Balanceasperpassbook 45,000  

2. Chequesdepositedbutnotcollectedbythebank 6,250  

 (Rs.3,900+Rs.2,350)   

3. Chequedishonouredrecordedonlyinpassbook 2,500  

4. Chequesissuedbutnotpresentedforpayment  25,940 

5. Balanceaspercashbook  27,810 

  53,750 53,750 
    

5.2.1(b)Dealingwithoverdrafts 

Sofarwehavedealtwithbankreconciliationstatementwherebankbalanceshasbe
enpositive–i.e.,therehasbeenmoneyinthebankaccount.However,businesses 
sometimes have overdrafts at the bank. Overdrafts are where thebank 
account becomes negative and the businesses in effect have 
borrowedfromthebank.Thisisshowninthecashbookasacreditbalance.Intheban
k statement, where the balance is followed by Dr. (or sometimes OD) 
meansthatthereisanoverdraftandcalleddebitbalanceasperpassbook. 

An overdraft is treated as negative figure on a bank reconciliation 
statement.The following solved illustration will help you understand the 
preparation ofbankreconciliationstatementwhenthereisanoverdraft. 

 
Illustration4 

On March 31, 2014, Rakesh had on overdraft of Rs. 8,000 as shown by his cash 
book.Cheques amounting to Rs. 2,000 had been paid in by him but were not collected by 
thebank. He issued cheques of Rs. 800 which were not presented to the bank for 
payment.Ther e was a debit in his passbook of Rs. 60 for interest and Rs. 100 for bank 
charges.Preparebankreconciliationstatement. 



  

 
 
 
 
 
 
 

 
Illustration5 

On March 31, 2014 the bank column of the cash book of Agrawal Traders showed a 
creditbalanceofRs.1,18,100(Overdraft).Onexaminingofthecashbookandthebankstatement,itw
asfoundthat: 

1. ChequesreceivedandrecordedinthecashbookbutnotsenttothebankofcollectionRs.12,40
0. 

2. PaymentreceivedfromacustomerdirectlybythebankRs.27,300butnoentrywasmadein
thecashbook. 

3. ChequesissuedforRs.1,75,200notpresentedforpayment. 

InterestofRs.8,800chargedbythebankwasnotenteredinthecashbook.Preparebankreconcil
iationstatement. 

Solution 

BankReconciliationStatementofAgarwalTradersasonMarch31,2014 

 
 
 

  

 
Solution 

Bank Reconciliation Statement of Rakesh as on April 01, 2014 

 
 Particulars (+) 

Amount 
Rs. 

(–) 
Amount 

Rs. 

1. Overdraftaspercashbook 
 

8,000 
2. Chequesdepositedbutnotyetcollectedchargedbythebank  2,000 
3. Bankcharges  60 
4. Chequesissuedbutnotpresentedforpayment 800 100 
5. Balanceasperbankpassbook(overdraft) 9,360  

  10,160 10,160 
    

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Particulars (+) 
Amount 

Rs. 

(–) 
Amount 

Rs. 

1. Overdraftaspercashbook  1,18,100 

2. Chequesreceivedandrecordedinthecashbookbutnot  12,400 
 senttothebankforcollection   

3. Interestonbankoverdraftdebitedbythebankbutnot  8,800 
 enteredinthecashbook   

4. Paymentreceivedfromthecustomerdirectly 27,300  

5. Creditedinthebanka/cbutnotenteredinthecashbook 1,75,200  

6. Chequesissuedbutnotpresentedforpayment   

7. Balanceasperthepassbook(favourablebalance)  63,200 

  2,02,500 2,02,500 
    



  

Solution 

BankReconciliationStatementofAsha&CoasonDecember31,2014 

Illustration7 

Fromthefollowingparticulars,prepareabankreconciliationstatementasonMarch31,2014. 

(a) DebitbalanceaspercashbookisRs.10,000. 

(b) AchequeforRs.1,000depositedbutnotrecordedinthecashbook. 

(c) AcashdepositofRs.200wasrecordedinthecashbookasifthereisnotbank,columntherei
n. 

(d) AchequeissuedforRs.250wasrecordedasRs.205inthecashcolumn. 

(e) ThedebitbalanceofRs.1,500asonthepreviousdaywasbroughtforwardasacreditbalanc
e. 

(f) ThepaymentsideofthecashbookwasundercastbyRs.100. 

(g) AcashdiscountallowedofRs.112wasrecordedasRs.121inthebankcolumn. 

(h) AchequeofRs.500receivedfromadebtorwasrecordedinthecashbookbutnotdeposited
inthebankforcollection. 

(i) OneoutgoingchequeofRs.300wasrecordedtwiceinthecashbook. 
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Illustration6 

FromthefollowingparticularsofAsha&Co.prepareabankreconciliationstatementonDecember31,
2014. 

Rs. 

Overdraftasperpassbook 20,000 
Interestonoverdraft 2,000 

InsurancePremiumpaidbythebank 200 
Chequeissuedbutnotpresentedforpayment 6,500 

Chequedepositedbutnotyetcleared 6,000 
Wronglydebitedbythebank 500 

 
 
 

 Particulars (+) 
Amount 

Rs. 

(–) 
Amount 

Rs. 

1. Overdraftasperpassbook  20,000 

2. Interestonoverdraft 2,000  

3. Insurancepremiumpaidbythebank 200  

4. Chequeissuedbutnotpresentedforpayment  6,500 

5. Chequesdepositedbutnotyetcleared 6,000  

6. Wronglydebitedbythebank 500  

7. Balanceasperthecashbook(overdraft) 17,800  

  26,500 26,500 
    



  

 
 
 
 
 
 
 
 
 
 
 

Illustration8 

Fromthefollowingparticulars,preparethebankreconciliationstatementofShriKrishanasonMa
rch31,2014. 

(a) BalanceasperpassbookisRs.10,000. 
(b) BankcollectedachequeofRs.500onbehalfofShriKrishanbutwronglycreditedittoShriKri

shan’saccount. 
(c) BankrecordedacashbookdepositofRs.1,589asRs.1,598. 
(d) WithdrawalcolumnofthepassbookundercastbyRs.100. 
(e) ThecreditbalanceofRs.1,500asonthepass-bookwasrecordedinthedebitbalance. 
(f) ThepaymentofachequeofRs.350wasrecordedtwiceinthepassbook. 
(g) Thepass-bookshowedacreditbalanceforachequeofRs.1,000depositedbyShriKishan. 

Solution 

BankReconciliationStatementasonMarch31,2014 

 
 
 

  
 

Solution 

BankReconciliationstatementasonSeptember30,2014 
 

 Particulars (+) 
Amount 

Rs. 

(–) 
Amount 

Rs. 

1. Debitbalanceaspercashbook 10,000  

2. Errorincarryingforward 3,000  

3. Chequerecordedtwiceincashbook 300  

4. Chequedepositnotrecordinbankcolumn 200  

5. Chequedepositbutnotrecorded 1,000  

6, Undercastingofpaymentside  100 
7. Chequeissuedbutnotentered  250 
8. Acashdiscountwronglyrecordedinbankcolumn  121 
9. Chequerecordedbutnotdeposited  500 

10. Creditbalanceasperpassbook  13,529 
  14,500 14,500 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Particulars (+) 
Amount 

Rs. 

(–) 
Amount 

Rs. 

1. Creditbalanceasperpassbook 10,000 
 

2. Chequewronglycreditedtoanothercustomeraccount 500  

3. Errorincarryingforward 3,000  

4. Chequerecordedtwice 350  

5. Excesscreditforcashdeposit  9 
6. Undercastingofwithdrawalcolumn  100 
7. Wrongcredit  1,000 
8. Debitbalanceaspercashbook  12,741 

  13,850 13,850 
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5.2.2 PreparationofBankReconciliationStatementwithAdj

ustedCashBook 

When we look at the various items that normally cause the difference 
betweenthe passbook balance and the cash book balance, we find a number 
of items,which appear only in the passbook. Why not first record such items 
in 
thecashbooktoworkouttheadjustedbalance(alsoknownasamendedbalance)of 
the cash book and then prepare the bank reconciliation statement. Thisshall 
reduce the number of items responsible for the difference and have 
thecorrect figure of balance at bank in the balance sheet. In fact, this is 
exactlywhat  is done in practice whereby only those items which cause the differ 
enceon account of the time gap in recording appear in bank reconciliation 
statement.These are as (i) cheques issued but not yet presented, (ii) cheques 
depositedbut not yet collected, and (iii) due to an error in the passbook. The 
step wisepreparationofbankreconciliationstatementisshowninfigure5.4. 

TestYourUnderstanding-II 

SelecttheCorrectAnswer: 

1. Abankreconciliationstatementispreparedby: 

(a) Creditors (b)Bank 

(c)Accountholderinabank (d)Debtors 

2.  Abankreconciliationstatementispreparedwiththebalance: 

(a)Passbook 
(c)BothpassbookandcashbookPassb

ookisacopyof: 

(a)CopyofcustomerAccount 
(c)CashcolumnofcashbookUnfavour

ablebankbalancemeans: 

(a)Creditbalanceinpassbook 

(c)DebitbalanceincashbookFavourab

lebankbalancemeans: 

(a)Creditbalanceinthecashbook 

(c)Debitbalanceinthecashbook 

(b)Cashbook 
(d)Noneofthese 

3. 

(b)Bankcolumnofcashbook 
(d)Copyofreceiptsandpayments 

4. 

(b)Creditbalanceincashbook 
(d)Noneofthese 

5. 

(b)Creditbalanceinpassbook 
(d)Bothbandc 

6. Abankreconciliationstatementismainlypreparedfor: 

(a) Reconcilethecashbalanceofthecashbook. 

(b) Reconcile the difference between the bank balance 
shownbythecashbookandbankpassbook 

(c) Bothaandb 

(d) Noneofthese 



  

 
 
 

  
 

Illustration9 

Thefollowingisthe summaryofacashbookforDecember,2014. 

CashBook(BankColumn) 
 

 Rs.  Rs. 

Receipts 

Balancec/d 

13,221 

4,986 

Balanceb/d 

Payments 

6,849 

11,358 

18,207 18,207 

Allreceiptsarebankedandpaymentsaremadebycheques.Oninvestigationthefollowingareobs
erved: 

1. BankchargesofRs.1,224enteredinthebankstatementhavenotbeenenteredincashboo
k. 

2. ChequesdrawnamountingtoRs.2,403havenotbeenpresentedtothebankforpayment. 
3. ChequesreceivedtotallingRs.6,858havebeenenteredinthecashbookanddepositedintheb

ank,buthavenotbeencreditedbythebankuntilJanuary,2015. 
4. AchequeforRs.198hasbeenenteredasareceiptinthecashbookinsteadofaspayment. 
5. AchequeforRs.225hasbeendebitedbythebankinerror. 
6. AchequereceivedforRs.720hasbeenreturnedby the bank and marked 

“Nofundsavailable”,noadjustmenthadbeenmadeinthecashbook. 
7. Alldividendsreceivablearecrediteddirectlytothebankaccount.DuringDecember,anamou

ntofRs.558wascreditedbythebankandnoentryismadeinthecashbook. 
8. A chequedrawnforRs. 54has been incorrectlyenteredinthecashbookasRs.594. 
9. ThebalancebroughtforwardshouldhavebeenRs.639. 

10. ThebankstatementasonDecember,31,2014showedanoverdraftofRs.10,458. 
(a) Youarerequiredtoprepareanamendedcashbookand 

(b) PrepareabankreconciliationstatementasonDec.31,2014. 
 

Solution  
 

AmendedCashBook(Bankc
olumn) 

Dr. Cr. 

Date Receipts L.F. Amount 
Rs. 

Date Payments L.F. Amount 
Rs. 

 Dividendsreceived  558  Balanceb/d  4,986 
  Bankcharges 1,224 
Adj.forchequedrawnfor 540 Adj.regardingcheque 396 
Rs.54enteredasRs.594  enteredasreceipt  

Adj.ofbalancebrought 450 Adj.regardingcheque 720 
forward  returned  

Balancec/d 5,778   

 7,326  7,326 

  Balanceb/d 5,778 



  

Illustration10 

ThebankoverdraftofSmithLtd.,onDecember31,2014aspercashbookisRs.18,000Fromthefoll
owinginformation,asscertaintheadjustedcashbalanceandpreparebank 

BankReconciliationStatementasonDecember31,2014 

 
 
 

BankReconciliationStatement 
 

BankReconciliationStatementasonDec.31,2014 

 

 
  Rs. Rs. 
 Overdraftasperbankstatement  10,458 

Add: Chequeissuedbutnotyetpresentedforpayment  2,403 
   12,861 

Less: Chequesdepositedbutnotyetcredited 6,858  

 Chequedebitedinerror 225 7,083 

 Balanceaspercashbook  5,778 
   

 
 
 
 

reconciliationstatement Rs.  

(i) Unpresentedcheques 6,000  

(ii)  Unclearedcheques 3,400  

(iii)Bankinterestdebitedinthepassbookonly 1,000  

(iv)Billscollectedandcreditedinthepassbookonly 1,600  

(v)ChequeofAruntradersdishonoured 1,000  

(vi)ChequeissuedtoKapoor&Co.notyet 

enteredintheofcashbook. 

600  

AmendedCashBook(BankColumn)   

Dr.  Cr. 
 

Date Receipts L.F. Amount 
Rs. 

Date Payments L.F. Amount 
Rs. 

 Billscollectedasper  1,600  Balanceb/d  18,000 
passbook    

Balancec/d 19,000 Interest 1,000 
  Chequedishonoured  

  (ArunTraders) 1,000 
  KapoorandCo. 600 
  (cheque)  

 20,600  20,600 
  Balanceb/d 19,000 

 

 
 Bankoverdraftaspercashbook 19,000 

Add Unclearedcheques 3,400 
  22,400 

Less Unpresentedcheques 6,000 
 Bankoverdraftasperpassbook 16,400 
   



  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Fig.5.4:Showingthestepwisepreparationofbankreconcilationstatement 

ASmallProject—AnActivityofPreparationofBankReconcilationStatement 

Kamlesh works as a cashier for Aqua Products Co. His responsibilities 
includemaintainance of the firm’s. The firm’s cash book for July 2014 which 
Kamleshhas just finished entering and balancing for the month is shown in 
exhibit 1.HelpKamleshtopreparethebankreconciliationstatement. 

Note : the cash column is omitted). A copy of firm’s bank statement dated July 31, 2014 
isalsoillustratedinexhibiy2.ThenumericaldifferencebetweenthetwoisRs.261.30.(Bankstate
mentRs.903.00–CashbookRs.641.70). 

AquaProducts–CashBook 

Dr. Cr. 

 
 
 

  
 

 
 
 
 
 
 
 
 
 
 
 
 

 

Date Receipts Bank
Rs. 

Date Payments Bank 
Rs. 

2014   2014   

July 01 Balanceb/d 756.20July02 Aditya 004450 50.00
July 03 KanishkEnterprises 220.00July02 Verma&Co.004451 130.00 
July 15 RampaulandSons 330.00July02 Gytri&Co. 004452 10.00
July 31 SarinBros 63.00 July08 MehtaLtd. 004453 27.50 

   July14 Subash&Co. 89.00
   July14 Kaushik 004454 49.00
   July15 KrioskLtd. 004455 250.00
   July26 Insurancepremium 122.00
    (SO)  

   July31 Balancec/d 641.70 
  1,369.20   1,369.20 

July31 Balanceb/d 641.70    

Exhibit-1 

Thisshouldagreewiththe  final  
balanceonthebankstatement 

Deductanyamountspaidinbutwhichareno
tonthebankstatement 

Addchequesthathavebeenissued,butwhic
harenotthebankstatement 

Startwiththecashbookbalanceupda
tedfromthebankstatement 



  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Exhibit2 

 
Solution 

Step1:Tickofftheitemsinbothcashbookandbankstatement(asshowninExhibit2).Step2:Updati

ngthecashbookfromthebankstatement. 

TheuntickeditemsonthebankstatementindicateitemsthathavenotyetbeenenteredinAquaProdu
ctsCo.’scashbook.Theseare: 

(i) ReceiptonJuly31byRuchitaLimitedamounting toRs.179.75 

(ii) BankchargesdebitedbybankonJuly31amountingtoRs.12.95 

Theseitemsneedstobeenteredinthecashbooktoupdateit(referexhibit3–

Thenewentriesareshownindarkertype). 

AquaProductsCashBook(Extract) 

Dr. Cr. 
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BankStatement 
 

Account AqualProductsCo. 

AccountNumber 79014456 

LedgerNo. 17 

Date July 31, 2014 

Date Details Debit

Rs. 
Credit 

Rs. 
Balance 

Rs. 

2014     

July01 Balance   756.20Cr.

July04 Cheques  220.00 976.20Cr. 

July09 004450 50.00  926.20Cr. 

July14 004452 10.00  916.20Cr. 

July16 Subash&Co.(DD) 89.00  827.20Cr. 

July19 Cheques  330.00 1,157.20Cr. 

July24 004455 250.00  907.20Cr. 

July26 InsurancePremium 122.00  785.20Cr. 

July30 004454 49.00  736.20Cr. 

July31 Bankcharges 12.95  723.25Cr. 

July31 RuchitaLimited  179.75 903.00Cr. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Date Receipts Bank
Rs. 

Date Payments Bank
Rs. 

2014   2014   

July31 Balanceb/d 641.70 July31 Bankcharges 12.95 
July31 RuchitaLimited 179.75 Jul.31 Balancec/d 808.50 

  821.45   821.45 

Aug.01 Balanceb/d 808.50    

Exhibit3 



  

 
 
 

Theseabovethreeitemswillappearinnextmonth’sbankstatementasthesearedueto 
timegap.Thesearetheitemswhichwillappearinthebankreconciliationstatement. 

 
AquaProductsCo. 

BankReconciliationStatementasonJuly31,2014 

 
 
 

  
 

Step3:Balancethecashbookbankcolumnstoproduceanupdatedbalance. 

Asshowninexhibit3,thebalanceofthebankcolumnstandsatRs.808.50.Butthenadifferenc
eisRs.94.50(i.e.Rs.903.00–808.50)stillexists. 

Step4:Identifytheremaininguntickeditems fromthecashbook. 

Theseare  Rs. 

1. ReceiptsonJuly31fromSarinBros 63.00 
2. PaymentsmadeonJuly02toVerma&Co. 130.00 

 

3. 
(ChequeNo.004457) 
PaymentsmadeonJuly08toMehtaLtd. 

 

27.50 
 (ChequeNo.004453)  

 
 
 
 
 
 

   Rs. 
 Balanceatbankaspercashbook  808.50 

Add Unpresentedcheques   

 VermaandCo. 130.00  

 MehtaandCo. 27.50 157.50 
   966.00 

Less Outstandinglodgement  63.00 
 Balanceatbankasperbankstatement  903.00 

 
 
 

DoitYourself 

You are a trainee accountant for Kamraj Limited, a small printing company. One 
ofyour tasks is to enter transactions in the company’s cash book, check the entries 
onreceipt of the bank statement, update the cash book and make any amendments 
asnecessary. You are then asked to prepare a bank reconciliation statement at the 
endofthemonth. 

The company’s cash book (showing the bank money columns only) and the 
bankstatementaregivenonpageno.169(referexhibit1). 

Youarerequiredto: 

• comparethecashbookwiththebankstatementasonAugust31,2014(referexhib
it2onpageno.169). 

• Maketheentriesnecessarytoupdatethecashbook. 

• Calculatetheadjustedbankbalanceaspercashbook. 



  

Exhibit1 

Exhibit2 
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KamrajLtd.–CashBook 
 

Date Particulars Bank 
Rs. 

Date Particulars Bank 
Rs. 

2014   2014   

Aug.01 Balanceb/d 1,946 Aug.02 XYZInsurance 75  

Aug.01 Kapoor&Co. 249 Aug.02 Nanda&Co. 200100 206 
Aug.05 V.S.Rao 188 Aug.04 DailyLtd. 200101 315 
Aug.08 S.K.Alok 150 Aug.07 GarageCharges200102 211 
Aug.10 E.NorriesLtd. 440 Aug.09 M.D.  Finance 120 
Aug.18 SamairaLtd. 65 Aug.13 HillBros 200103 22 
Aug.27 HarshVardan 520 Aug.20 AksheyLtd. 200104 137 
Aug.30 IBPPartners 82 Aug.27 KalakritiLtd. 270 

   Aug.31 Balancec/d 2,284 
  3,640   3,640 

Sep.01 Balanceb/d 2,284    

 

 
ABC 
12, Mall Road, 
Gurgaon.AccountKamraj 
LimitedDate August 
31,2014 

 STATEMENT 
 

AccountNo.78300582 

Date Particulars Debit Credit Balance 
Rs. 

2014     

Aug.01 Balance   1,946CR 

Aug.02 Cheques  249 2,195CR 
Aug.04 XYZInsurance(DD) 75  2,120CR 

Aug.04 200101 315  1,805CR 
Aug.05 V.S.Rao  188 1,993CR 

Aug.08 Cheques  150 2,143CR 
Aug.09 200102 211  1,932CR 

Aug.12 Cheques  440 2,372CR 
Aug.12 N. P.Finance(SO) 120  2,252CR 

Aug.20 Cheques  65 2,317CR 
Aug.27 KalakritiLtd. 270  2,047CR 

Aug.30 TonyBros  92 2,139CR 
Aug.31 Bankcharges 55  2,084CR 

Aug.31 SuryaFinance(SO) 1,000  1,084CR 



  

Note:showtheworkingclearlyandstep-wise 

KeyTermsIntroducedintheChapter 

1. BankReconciliationStatement 
2. CashbookandPassbook 

 
 
 

  
 

 

 

Name of business.......... 

 
BankReconciliationStatementasat.......... 

 
Balanceatbankaspercashbook .......... 

Add:unpresentedcheque(s) .......... 

Less:outstandinglodgement(s)notyetenteredonbankstatement 

 
Balanceatbankasperbankstatement .......... 

 

TestyourUnderstanding-III 

StatewhethereachofthefollowingstatementsisTrueorFalse 

1. Passbookisthestatementofaccountofthecustomermaintainedbythebank. 

2. Abusinessfirmperiodicallypreparesabankreconciliationstatementtoreconciletheb
ankbalanceasperthecashbookwiththepassbookasthesetwoshowdifferentbalance
sforvariousreasons. 

3. Chequesissuedbutnotpresentedforpaymentwillreducethebalanceasperthepassb
ook. 

4. Chequesdepositedbutnotcollectedwillresultin  increasing  the  balance of 
thecashbookwhencomparedtopassbook. 

5. Overdraftasperthepassbookislessthantheoverdraftaspercashbookwhenthereareche
quesdepositedbutnotcollectedbythebanker. 

6. Thedebitbalanceofthebankaccountasperthecashbookshouldbeequaltothecreditb
alanceoftheaccountofthebusinessinthebooksofthebank. 

7. Favourablebankbalanceasperthecashbookwillbelessthanthebankpassbookbalanc
ewhenthereareunpresentedchequesforpayment. 

8. Directcollectionsreceivedbythebankonbehalfofthecustomerswouldincreasethe 
balance as per the bank passbook when compared to the balance as per 
thecashbook. 

9. Whenpaymentsmadebythebankasperthestandinginstructionsofthecustomer, the 
balance in the passbook will be more when compared to the cashbook. 
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SummarywithReferencetoLearningObjectives 

1. Bank Reconciliation Statement : A statement prepared to reconcile the 
bankbalanceaspercashbookwiththebalanceasperpassbookorbankstatement,b
yshowingtheitemsofdifferencebetweenthetwoaccounts. 

2. Causesofdifference: 

– timingofrecodingthetransaction. 

– errormadebybusinessorbythebank. 

3. Correct cash balance: It may happens that some of the receipts or 
paymentsare missing from either of the books and errors, if any, need to be 
rectified.This arise the need to look at the entries/errors recorded in both 
statementsand other information available and compute the correct cash 
balance beforereconcilingthestatements. 

 

QuestionsforPractice 

ShortAnswers 

1. Statetheneedforthepreparationofbankreconciliationstatement? 

2. Whatisabankoverdraft? 

3. Brieflyexplainthestatement‘wronglydebitedbythebank’withthehelpofanexamp
le. 

4. Statethecausesofdifferenceoccurredduetotimelag. 

5. Brieflyexplaintheterm‘favourablebalanceaspercashbook’ 

6. Enumeratethestepstoascertainthecorrectcashbookbalance. 

LongAnswers 

1. Whatisabankreconciliationstatement.Whyisitprepared? 

2. Explainthereasonswherethebalanceshownbythebankpassbookdoesnot 
agreewiththebalanceasshownbythebankcolumnofthecashbook. 

3. Explaintheprocessofpreparingbankreconciliationstatementwithamendedca
shbalance. 

 
NumericalQuestions 

Favourablebalanceofcashbookandpassbook– 

1. Fromthefollowingparticulars,preparea,bankreconciliationstatementasatMa
rch31,2014. 

(i) BalanceaspercashbookRs.3,200 

(ii) ChequeissuedbutnotpresentedforpaymentRs.1,800 

(iii) ChequedepositedbutnotcollecteduptoMarch31,2014Rs.2000 

(iv) BankchargesdebitedbybankRs.150(Ans:

BalanceasperpassbookRs.2,800) 

2. On March 31 2014 the cash book showed a balance of Rs. 3,700 as cash 
atbank, but the bank passbook made up to same date showed that 
chequesforRs.700,Rs.300andRs.180respectivelyhadnotpresentedforpayme
nt, 



  

 
 
 

  
 

Also,chequeamountingtoRs.1,200depositedintotheaccounthadnotbeencredited
.Prepareabankreconciliationstatement. 
(Ans:BalanceasperpassbookRs.3,680). 

3. ThecashbookshowsabankbalanceofRs.7,800.Oncomparingthecashbookwith
passbookthefollowingdiscrepancieswerenoted: 

(a) ChequedepositedinbankbutnotcreditedRs.3,000 

(b) ChequeissuedbutnotyetpresentforpaymentRs.1,500 

(c) InsurancepremiumpaidbythebankRs.2,000 

(d) BankinterestcreditbythebankRs.400 

(e) BankchargesRs.100 

(d)DirectlydepositedbyacustomerRs.4,000(Ans:Bala

nceasperpassbookRs.8,600). 

4. Bank balance of Rs. 40,000 showed by the cash book of Atul on 
December31,2013.ItwasfoundthatthreechequesofRs.2,000,Rs.5,000andRs. 
8,000 deposited during the month of December were not credited  inthe 
passbook till January 02, 2014. Two cheques of Rs. 7,000 and Rs. 
8,000issued on December 28, were not presented for payment till January 
03,2014.InadditiontoitbankhadcreditedAtulforRs.325asinterestandhad 
debited him with Rs. 50 as bank charges for which there were 
nocorrespondingentriesinthecashbook. 
Prepare a bank reconciliation statement as on December 31, 

2013.(Ans:BalanceasperpassbookRs.40,245). 

5. On comparing the cash book with passbook of Naman it is found that 
onMarch31,2014,bankbalanceofRs.40,960showedbythecashbookdiffersfro
mthebankbalancewithregardtothefollowing: 

(a) BankchargesRs100onMarch31,2014,arenotenteredinthecashbook. 

(b) On March 21, 2014, a debtor paid Rs. 2,000 into the company’s bank 
insettlement of his account, but no entry was made in the cash book 
ofthecompanyinrespectofthis. 

(c) Cheques totaling Rs. 12,980 were issued by the company and 
dulyrecorded in the cash book before March 31, 2014, but had not 
beenpresentedatthebankforpaymentuntilafterthatdate. 

(d) AbillforRs.6,900discountedwiththebankisenteredinthecashbookwithrec
ordingthediscountchargeofRs.800. 

(e) Rs. 3,520 is entered in the cash book as paid into bank on March 
31st,2014,butnotcreditedbythebankuntilthefollowingday. 

(f) No entry has been made in the cash book to record the dishon or 
onMarch15,2014ofachequeforRs.650receivedfromBhanu. 
PrepareareconciliationstatementasonMarch31,2014. 

(Ans:BalanceasperpassbookRs.50,870). 

6. Prepare bank reconciliation statement as on December 31, 2014. 
OnthisdaythepassbookofMr.HimanshushowedabalanceofRs.7,000. 

(a) ChequesofRs.1,000directlydepositedbyacustomer. 
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(b) ThebankhascreditedMr.HimanshuforRs.700asinterest. 

(c) Cheques for Rs. 3000 were issued during the month of December but 
ofthese cheques for Rs. 1,000 were not presented during the month 
ofDecember. 

(Ans:BalanceaspercashbookRs.3,300). 

7. Fromthefollowingparticularsprepareabankreconciliationstatementshowingt
hebalanceaspercashbookonDecember31,2014. 

(a) TwochequesofRs.2,000andRs.5,000werepaidintobankinOctober,2014 
butwerenotcreditedbythebankinthemonthofDecember. 

(b) AchequeofRs.800whichwasreceivedfromacustomerwasenteredinthe 
bank column of the cash book in December 2014 but was omittedto be 
banked inDecember,2014. 

(c) Cheques for Rs. 10,000 were issued into bank in November 2014 
butnotcreditedbythebankonDecember31,2014. 

(d) Interest on investment Rs. 1,000 collected by bank appeared in 
thepassbook. 

Balance as per Passbook was Rs. 

50,000(Ans:BalanceaspercashbookRs.47,800) 

8. BalanceasperpassbookofMr.Kumaris3,000. 

(a) Cheque paid into bank but not yet clear 

edRamKumarRs.1,000 

KishoreKumarRs.500 

(b) BankChargesRs.300 

(c) Cheque issued but not 

presentedHameedRs.2,000 
KapoorRs.500 

(d) InterestenteredinthepassbookbutnotenteredinthecashbookRs.100Prepa

reabankreconciliationstatement. 

(Ans:BalanceaspercashbookRs.2,200). 

9. ThepassbookofMr.MohitcurrentaccountshowedacreditBalanceofRs. 20,000 
on dated December 31, 2014. Prepare a Bank 
ReconciliationStatementwiththefollowinginformation. 

(i) A cheque of Rs. 400 drawn on his saving account has been shown 
oncurrentaccount. 

(ii) He issued two cheques of Rs. 300 and Rs. 500 on of December 25, 
butonlytheIstchequewaspresentedforpayment. 

(iii) OnechequeissuedbyMr.  Mohit of Rs. 500 on December 25, but it wasnot 
presented for payment whereas it was recorded twice in the cashbook. 

(Ans:BalanceaspercashbookRs.18,900). 



  

 
 
 

  
 

Unfavourablebalanceofcashbook 

10. OnIstJanuary2014,RakeshhadanoverdraftofRs.8,000asshowedbyhiscashboo
k.ChequesamountingtoRs.2,000hadbeenpaidinbyhimbut were not 
collected by the bank by January 01, 2014. He issued chequesof Rs. 800 
which were not presented to the bank for payment up to 
thatday.Therewasadebit in his passbook of Rs. 60 for  interest  and  Rs. 
100forbankcharges.Preparebankreconciliationstatementforcomparingboth
thebalance. 
(Ans:OverdraftasperpassbookRs.9,360) 

11. Preparebankreconciliationstatement. 

(i) OverdraftshownaspercashbookonDecember31,2014Rs.10,000. 

(ii) Bank  charges  for  the  above  period  also  debited  in  the  
passbookRs.100. 

(iii) Interestonoverdraftforsix months ending December 31, 
2014Rs.380debitedinthepassbook. 

(iv) ChequesissuedbutnotincashedpriortoDecember31,2014amountedtoRs
.2,150. 

(v) InterestonInvestmentcollectedbythebankandcreditedinthepassbookRs.
600. 

(vi) ChequespaidintobankbutnotclearedbeforeDecember,312014wereRs.1,
100. 

(Ans: overdraftasperpassbookRs.8,830). 

12. Kumar findthatthe  bank balance shown  by his cash  book on 
December31,2014isRs.90,600(Credit)butthepassbookshowsadifferencedue
tothefollowingreason: 

Acheque(postdated)forRs.1,000hasbeendebitedinthebankcolumnofthecash  
book  but  not  presented  for  payment.  Also,  a  cheque  forRs. 8,000 
drawn in favour of Manohar has not yet been presented forpayment. 
Cheques totaling Rs. 1,500 deposited in the bank have not 
yetbeencollectedandchequeforRs.5,000hasbeendishonoured. 

(Ans: overdraftasperpassbookRs.1,03,600). 

13. On December 31, 2014, the cash book of Mittal Bros. Showed an 
overdraftof Rs. 6,920 . From the following particulars prepare a Bank 
ReconciliationStatementandascertainthebalanceasperpassbook. 

(1) DebitedbybankforRs.200onaccountofInterestonoverdraftandRs.50onac
countofchargesforcollectingbills. 

(2) Chequesdrawnbutnotencashed before December, 31,2014 forRs.4,000. 

(3) ThebankhascollectedinterestandhascreditedRs.600inpassbook. 

(4) AbillreceivableforRs.700previously discounted with the 
bankhadbeendishonouredanddebitedinthepassbook. 

(5) ChequespaidintobankbutnotcollectedandcreditedbeforeDecember31,
2014amountedRs.6,000. 

(Ans:OverdraftasperpassbookRs.9,270). 
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Unfavourablebalanceofthepassbook 

14. PreparebankreconciliationstatementofShriBhandariasonDecember31,2014 
(i) ThePaymentofachequeforRs.550wasrecordedtwiceinthepassbook. 

(ii) WithdrawalcolumnofthepassbookundercastbyRs.200 

(iii) AChequeofRs.200hasbeendebitedinthebankcolumnoftheCashBookbuti
twasnotsenttobankatall. 

(iv) AChequeofRs.300debitedtoBankcolumnofthepassbookwasnotsenttoth
ebank. 

(v) Rs.500inrespectofdishonouredchequewereenteredinthepassbookbutn
otinthecashbook. 

OverdraftasperpassbookisRs.20,000.(Ans:Ov

erdraftaspercashbookRs.20,350). 

15. OverdraftshownbythepassbookofMr.Murliis Rs. 20,000. 
PreparebankreconciliationstatementondatedDecember31,2014. 

(i) BankchargesdebitedasperpassbookRs.500. 

(ii) ChequesrecordedinthecashbookbutnotsenttothebankforcollectionRs.2,50
0. 

(iii) ReceivedapaymentdirectlyfromcustomerRs.4,600. 

(iv) ChequeissuedbutnotpresentedforpaymentRs.6,980. 

(v) InterestcreditedbythebankRs.100. 

(vi) LICpaidbybankRs.2,500. 

(vii) ChequesdepositedwiththebankbutnotcollectedRs.3,500.(Ans:Ove

rdraftaspercashbookRs.22,680). 

16. Raghav & Co. have two bank accounts. Account No. I and Account No. 
II.FromthefollowingparticularsrelatingtoAccountNo.I,findoutthebalanceont
hataccountofDecember31,  2014  according  to  the  cash  book  ofthefirm. 

(i) ChequespaidintobankpriortoDecember31,2014,butnotcreditedforRs.10,00
0. 

(ii) TransferoffundsfromaccountNo.IItoaccountno.Irecordedbythe bank on 
December 31, 2014 but entered in the cash book 
afterthatdateforRs.8,000. 

(iii) ChequesissuedpriortoDecember31 ,2014but  not  presented  
untilafterthatdateforRs.7,429. 

(iv) Bank  charges  debited  by  bank  not  entered  in  the  cash  book  
forRs.200. 

(v) InterestDebitedbythebanknotenteredinthecashbookRs.580. 

(vi) OverdraftasperPassbookRs.  

18,990.(Ans:OverdraftaspercashbookRs.23,639

). 

 



  

 
 
 

  
 

17. Prepareabankreconciliationstatementfromthe following 
particularsandshowthebalanceaspercashbook. 

(i) Balanceasper passbook on December 31, 2014 overdrawnRs.20,000. 

(ii) InterestonbankoverdraftnotenteredinthecashbookRs.2,000. 

(iii) Rs.200insurancepremiumpaidbybankhasnotbeenenteredinthecashb
ook. 

(iv) ChequesdrawninthelastweekofDecember,2014,butnotclearedtilldatefo
rRs.3,000andRs.3,500. 

(v) ChequesdepositedintobankonNovember,2014,butyettobecreditedondate
dDecember31,2014Rs.6,000. 

(vii) WronglydebitedbybankRs.500. 

(Ans:OverdraftaspercashbookRs.17,800). 

18. ThepassbookofMr.RandhirshowedanoverdraftofRs.40,950onMarch31,2013
. 

PreparebankreconciliationstatementonMarch31,2013. 

(i) OutofchequesamountingtoRs.8,000drawnbyMr.RandhironMarch27ach
equeforRs.3,000wasencashedonApril2014. 

(ii) CreditedbybankwithRs.3,800forinterestcollectedbythem,buttheamoun
tisnotenteredinthecashbook. 

(iii) Rs.10,900paidinbyMr.RandhirincashandbychequesonMarch,31cheques
amountingtoRs.3,800werecollectedonApril,07. 

(iv) AChequeofRs.780creditedinthepassbookonMarch28beingdishonoured 
is debited again in the passbook on April 01, 2014. Therewas no entry 
in the cash book about the dishonour of the cheque untilApril15. 

(Ans:OverdraftaspercashbookRs.36,350) 
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Project 

 
1.YouareemployedbySilkandCarpetsastheircashier.Yourmainresponsibility is to 

maintain the company’s cash book and prepare a 
bankreconciliationstatementattheendofeachmonth. 

The cash book (showing the bank money columns only) is set out 
belowtogetherwithacopyofthebankstatementforFebruary2014. 

 

Date Particulars Bank 
Rs. 

Date Particulars Bank 
Rs. 

2014   2014   

Feb.01 Balanceb/d 1,425 Feb.01 BhargavBros 98 

Feb.01 Brown&Co. 157 Feb.01 MarutiLtd.(400460) 50 
Feb.04 Brindas 243 Feb.03 JacksonLtd.(400461) 540 

Feb.08 RobinsonLtd. 91 Feb.09 SpencerPartners(400462) 42 
Feb.13 Morris 75 Feb.09 IvoryComputer(400463) 490 

Feb.20 KinkiandCo. 420 Feb.10 SuryaInsurance 300 
Feb.28 HowellLtd. 94 Feb.16 ShankarGarage(400464) 110 

   Feb.23 Pettycash(400465) 50 
   Feb.27 Swaroop&Co.(400466) 120 
   Feb.28 Balancec/d 705 
  2,505   2,505 

Feb.08 Balanceb/d 705 
   

Youarerequiredto: 

• Reconcilethecashbookwiththebankstatement. 

• Maketheentriesnecessarytoupdatethecashbook.. 

• Start with the balance as per the cash book, list any unpresented cheques 
andsub-totalonthereconciliationstatement. 

• Enterdetailsofbanklodgements. 

• Calculatethebalanceasperthebankstatementandcheckyourtotalagainstthebanksta
tementforaccuracy. 

 
Silk&CarpetsLtd.CashBook 

Dr. Cr. 



  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2.AsaccountsassistantforChinnarLimitedyourmaintaskistoentertransactionsinto

thecompany’scashbook,checktheentriesagainstthebankstatementandprepa

reamonthly  bank  reconciliation  

statement.Thecashbook(showingthebankmoneycolumnsonly)andbankstate

mentforOctober2014aresetoutbelow. 

Youarerequiredto: 

• Reconcilethecashbookwiththebankstatement. 

• Maketheentriesnecessarytoupdatethecashbook. 

• Balancethebankcolumnsofthecashbookandcalculatetherevisedbankbalance. 

• Startwiththebalanceasperthecashbook,listanyunpresentedchequesandsub-
totalonthereconciliationstatement. 

• Enterdetailsofbanklodgements. 

• Calculatethebalanceasperthebankstatementandcheckyourtotalagainstthebanksta

tementforaccuracy. 

 
 
 

  

 

ROHTAGIBANK STATEMENT 
10,ShastriRoad,NewDelhi. 

 
AccountBrooklynLimited AccountNo.29842943 

Date February28,2014 

Date 

2014 

Particulars Debit Credit Balance 

Feb.01 Balance   1,425Cr. 

Feb.02 Cheques  157 1,582Cr. 

Feb.04 MarutiLtd. 50  1,532Cr. 

Feb.02 400460 98  1,434Cr. 

Feb.06 Brindas  243 1,677Cr. 

Feb.10 Cheques  91 1,768Cr. 

Feb.12 SuryaInsurance(DD) 300  1,468Cr. 

Feb.14 Morris  75 1,543Cr. 

Feb.14 400463 490  1,053Cr. 

Feb.23 Cheques  420 1,473Cr. 

Feb.26 Rajeshwar 103  1,370Cr. 

Feb.26 400465 50  1,320Cr. 

Feb.27 Soumya  220 1,540Cr. 

Feb.28 Bankcharges 38  1,502Cr. 



  

 
 
 

BankReconciliationStatement 
 

ChinnarLimited–CashBook 

 

 
 

Date Particulars Bank
Rs. 

Date Particulars Bank.
Rs. 

2014   2014   

Oct.01 Balanceb/d 2,521 Oct.01 Sharp&CoRent 400 

Oct.04 AllenRogers 620 Oct.04 I.Oswal210526 367 
Oct.08 Moore&Kale 27 Oct.05 Health&Sports210527 1,108 

Oct.11 HowardLimited 48 Oct.08 Evon&Son210528 320 
Oct.11 Barrett&Bryson 106 Oct.13 KhareGarage210529 32 

Oct.12 DPatel 301 Oct.14 J.Choudrey210530 28 
Oct.20 Cohen&Co. 58 Oct.22 AsthaInsurance(DD) 139 

Oct.25 JMcGilvery 209 Oct.25 SomaComputers210531 1,800 
Oct.31 Balancec/d 604 Oct.30 Rastogi 300 

  4,494   4,494 
   

Nov.01 Balanceb/d 604 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

OMBANK 
99, Jawahar 
MargAccountChinnarLim
itedDate
 October31,2014 

STATEMENT 
 

Account No.06618432 

Date Particulars Debit Credit Balance 
Rs. 

2014     

Oct.01 Balance   2,521Cr. 
Oct.01 Sharp&Co 400  2,121Cr. 
Oct.04 AllenRogers  620 2,741Cr. 
Oct.07 210526 367  2,374Cr. 
Oct.11 Cheques  154 2,528Cr. 
Oct.13 DPatel(BGC)  301 2,829Cr. 
Oct.15 Cheques  27 2,856Cr. 
Oct.18 210528 320  2,536Cr. 
Oct.18 210527 1,108  1,428Cr. 
Oct.22 AsthaInsurance(DD) 139  1,289Cr. 
Oct.27 210531 1,800  511Dr. 
Oct.28 Bharadwaj’s  114 397Dr. 
Oct.29 Rastogi 300  697Dr. 
Oct.29 BankInterest 53  750Dr. 
Oct.29 BankCharges 45  795Dr. 



  

 

(x)Higher 

TestYourUnderstanding-II 

1.  (b) 2.(c) 3.(a) 4.(a) 5.(c) 6.(b) 

TestYourUnderstanding-III 

1.  (T) 2.(T) 3.(F) 4.(T) 5.(F) 6.(T), 7.(T) 8.(T) 9.(F) 

 
 
 

ChecklisttoTestYourUnderstanding 

 
TestYourUnderstanding-I 

 

(I)  1.Timegap 
4.Timegap 

2.Error 
5.Timegap 

3.Timegap 

(II) (i)Customeraccount (ii)Debit (iii)Credit 
(iv)Debit (v)Added (vi)  Deducted 

(vii)loss (viii)Loss (ix)Added 
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	5.1.2 DifferencesCausedbyErrors
	Sometimesthedifferencebetweenthetwobalancesmaybeaccountedforbyanerroronthepartofthebankoranerrorinthecashbookofthebusiness.Thiscausesdifferencebetweenthebank  balance  shown  by  the  cash  bookandthebalanceshownbythebankstatement.
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	2. Whencreditbalance(favourablebalance)asperpassbookisgivenandthebalanceaspercashbookistobeascertained.
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