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Shropshire Community Health NHS Trust 
 
Finance Procedures 
 
Section l Banks & Cash 
I9  Bank Reconciliations 

 
 
1 – Introduction 
 
1.1 Under the Trust’s Standing Financial Instructions, the Director of Finance is responsible 

for the preparation of detailed instructions for the operation of the bank accounts. 
 
1.2  This procedure summarises the requirements of the monthly bank reconciliations, 

including reconciling the cash book balance both to the bank statements and to the 
General Ledger. 

 
 
2 – Objectives 
 
2.1 The cash book must accurately reflect all receipts and payments made to and from the 

bank accounts. To ensure this, a control account is prepared each month, and the 
balance compared both to the balance appearing on the bank statements, and to the 
balance on the General Ledger. Differences are thoroughly investigated. Any timing 
differences, where a transaction has taken place toward the end of the month and does 
not appear on the bank statement (e.g. a Payable Order issued but not presented) are 
recorded as reconciling items. Other differences, due solely to entries that appear on 
only the cash book or the bank statement, require correction before the current month is 
closed. 

 
2.2 A cash book showing daily cash balances for each bank account is maintained in Excel 

workbooks by the Financial Accounting section of the Finance Department, under the 
control of the Financial Accounting Manager.  

 
2.3 All bank transactions must also be reflected in the General Ledger. The majority of 

items will be posted to their correct account code as part of the day-to-day financial 
processes (e.g. Accounts Payable and Accounts Receivable transactions are posted 
automatically) but some require manual entry by journal. Examples of such entries are 
bank charges, dividend payments, and entries omitted in error.  

 
3 – Extent of reconciliation 
 
3.1 It is essential, to maintain the integrity of the cash book and the General Ledger, that 

the reconciliation process is completed fully and precisely, with no remaining 
differences, each month in accordance with the Reports Production timetable, and that 
paper copies of reconciliations are reviewed and evidenced by the Financial Accounting 
Manager. 

 
4 – Reconciliation of the cashbook to the GBS bank account statements 
 
4.1 Each month, for both GBS bank accounts, a reconciliation template is prepared as an 

Excel worksheet (example at Appendix A). The reconciliation is in two parts, checking 
the cash book balance to both the bank statements and to the General Ledger. The 
Cash Management Assistant is responsible for checking daily bank statements and 
ensuring all cash book entries agree with the statement entries. 
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4.2 Entries that differ due to clerical error are corrected. Entries that differ otherwise are 
drawn to the attention of the Financial Accounting Manager, investigated thoroughly, 
and resolved to their satisfaction. 

 
4.3 Entries that appear in the cash book toward the end of the month and are not on the 

statement are usually due to timing differences. Payable Orders may have been issued, 
and is treated as a payment out of the NatWest account, but the payee has not yet 
presented it for clearing. Alternatively, cash and cheques received may have been 
recorded on cash collection & banking sheets, and are treated as being received by the 
NatWest account, but have not been banked. 

 
4.4 The cash book is then prepared, showing:  

a) opening balance at the beginning of the month (from the previous month’s 
control) 

 b) total receipts during the month 
 c) total payments during the month 
 d) closing balance at the end of the month. 
 
4.5 The bank reconciliation is prepared, showing a reconciled movement from the bank 

statement balance to the cash book balance. Effectively, the bank statement balance is 
“behind” in time compared to the cashbook balance. It needs to be reduced (increased) 
by the payments (receipts) that have not yet physically been cleared. The following 
values are entered on the reconciliation: 

 a) the closing balance from the bank statement 
 b) a list of outstanding (un-cleared) payments (or total of a separate list if there are 

several) entered as a negative value 
 c) a list of outstanding (un-cleared) receipts (or total of a separate list if there are 

several) entered as a positive value 
 d) the actual cashbook closing balance from the control account. 

 
4.6 The formulae in the reconciliation worksheet will calculate the net of a) to c) above to 

produce a balance and compare this to the actual cash book value. If the two amounts 
do not agree exactly then there are errors remaining that must be traced and corrected. 

 
5 – Note on un-cleared (outstanding) items 
 
5.1 The above reconciliation when completed proves that the values of the entries in the 

cash book are correct and have been processed by the bank, or are expected to be 
processed in the near future. The reconciled difference between the cashbook and the 
bank statement is due to timing differences only.  

 
5.2 Each month the age of the unpresented items must be considered. Electronic transfers 

(faster payments, BACS, etc.) take place on a one day or three day cycle, and therefore 
these types of transaction should relate to the current month only. Most Payable Orders 
are expected to be cleared during the following month, but the payee may present it at 
any time. Payable orders not presented after six months are reviewed by the Financial 
Accountant and, if necessary, are written out of the cash book (see Finance Procedure 
I3 – Payable Order Revocation & Outdated Payable Orders). 

 
6 – Reconciliation of the cashbook to the General Ledger  
 
6.1 All cash book entries should have been posted to the General Ledger during the month, 

either automatically from Accounts Payable and Accounts Receivable, or by journal. 
Each entry is then available to be reconciled through the Cash Management module of 
the Oracle ledger system. This is carried out by the Financial Accountant.  
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6.2 Bank statements are first exported from the NatWest on-line banking systems, and then 
imported into Cash Management using FileZilla and the Bank Statement Import 
requests in Oracle. This can be done on a daily basis or every few days. Each 
statement line is selected and matched to the corresponding payment or receipt using 
Cash Management, updating the General Ledger bank account codes in the process 
(see additional step-by-step procedure notes). This must be completed before the 
current Accounts Payable and Accounts Receivable periods are closed. When all 
statement lines have been reconciled, the General Ledger balance should be equal to 
the cash book balance. 

 
6.3 To prove and record this, the value of the actual cashbook balance, having been 

entered in part one of the reconciliation, is automatically repeated in part two. The 
General Ledger bank account balance is noted from the enquiry screen and entered 
into the reconciliation, and any variance automatically calculated. 

 
6.4 Normally the two values will agree without any adjusting items. However, there may be 

occasion when errors are found (e.g. a return of cash received from a remote location 
does not tally with the actual amount banked). A list of outstanding adjustments (or total 
of a separate list if there are several) is inserted at this point.  

 
7 – Authorisation 
 
7.1 Preparation of the cash book reconciliation is the responsibility of the Cash 

Management Assistant and the bank account reconciliation, the Financial Accountant. 
On completion the reconciliations are signed and dated, then reviewed and approved by 
the Financial Accounting Manager. 

             
 
References & associated documents 
 
Cash books 
Bank statements 
Reports production timetable 
 
 
 
 
Reviewed By ______________________    Date   __________________ 
 
 
Authorised By ______________________     Date   __________________ 
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Shropshire Community Health NHS Trust 
 
Finance Procedures 
 
I9   Bank Reconciliations 
Appendix A  Format for Monthly Cash Book/Bank Reconciliation Sheet 
 
Cash Book Reconciliation 
 
Account Number: GBS SHROPSHIRE COMMUNITY HEALTH NHS TRUST  £                                 £ 
    
Mar-20   
NLF Opening Balance  01/03/2020    
    
Opening Balance as at  01/03/2020 RBS 
    
Additional Receipts    
RBS Interest    
RBS Inter Account credits    
RBS Trade Bacs Credits    
    
   
RBS  Bacs Credits (POS)    
RBS  Bank Giro Credits (Local Banking’s)    
RBS Faster Payments 
RBS Return Bacs    
NLF Short Term Investment    
    
                                                                                           Balance c /fwd         0.00  
                                                                                           Balance b/fwd          0.00  
Payments    
 
   
   
   
RBS Faster Payments 
RBS Direct Debits 
RNS NHSPA Direct Debits    
RBS BACS creditor payments    
RBS Bulk Inter Accounts Payments    
RBS Salaries    
   
RBS Manual & Computerised Payable Orders    
NLF Short Term Investment                                                                                                                                                                                      
                                                                                                                                                                                         
                                                                                                                                                   0.00 
  
    
   
Less Bank Charges RBS    
Plus Revocations RBS   
Plus out of date Payable Orders    
                                                                                                                                                   0.00 
    
   
Balance as per RBS Statement (bankline ledger balance)    
RBS Cheques in transit 
NLFShort Term Investment    
less unpresented payable orders RBS    
Closing Cash Book Balance                                                                                                                   0.00 
    
    
Compiled by 
 
 
Reviewed by 
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Bank Account Reconciliation 

 
R1DN/99965  -   2020/2021 CT    
    
Balance Per April Total Ledger                                                             0.00  
    
Balance Per April Ledger - 100000                                                             0.00   
Balance Per April Ledger - 100001    
Balance Per April Ledger - 100005                                                                                0.00 
Balance Per April Ledger - 100002    
Balance Per April Ledger - 100003                                                                   0.00   
    
    
                                                                             0.00 
Balance as per RBS Statement (Bankline cleared ledger balance)                                   0.00 
RBS Cheque in Transit                                                                                                    0.00 
NLF Short Term Investment                                                                                                       0.00 
Less unpresented payable orders RBS                                                                                   0.00 
    
Closing cash book balance                                                                                             0.00 
                                                                            
                                                                                                        0.00           0.00                                                                                                   
    
Compiled by  
 
 
Reviewed by   
 
 
 
 
 
 

  


