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2 The Bank  
 

2.1 Adding a bank  
 

In order to add a bank account in Xero, please follow these steps:  
 
1. To add a bank or credit card account: 

• In the Accounting menu, select Bank accounts 
 

2. Click Add Bank Account. 
• Start typing your bank's name: 
• If you can select the bank name from the list, a bank feed is available for your 

account. If you're connecting a direct feed, check which bank name you need to 
use for your particular bank. 

• If the name of your bank doesn't appear in the list, click Add it anyway. This 
means there are no feeds available for this bank, so you'll need to manually 
import bank statements into the account. (see 2.2)  
 

3. Enter a name for the account to identify it in Xero. This name will be used in reports and 
will display on the dashboard. 
 

4. Each bank or credit card account name must be unique. If you have different accounts 
with the same name, change the name to make it different, such as adding a number or 
letter to it. 

 
5. Select your account type: 

• If you're adding a bank account, select the type of account you have with your 
bank. If your account type isn't shown, select Other. Bank feeds aren't available 
for these account types. 

• If you're adding a credit card account, select Credit Card as the account type. 
 

6. Enter your account number: 
• If you're adding a bank account, enter your sort code followed by the account 

number. The sort code is the first six digits of your bank account number. Xero will 
automatically put hyphens after the second and fourth numbers as you type the 
digits. 

• If you're adding a credit card account, enter the last four digits. 
 

7. (Optional) Select the currency for the account. If you need to, add a foreign currency to 
your organisation so you can select it for the account. You can't change the currency of 
a bank account once it's set up. 
 

8. (Optional) If your bank has direct feeds available and you have multiple accounts to add 
for this bank, click Add another [bank name] account. 

 

https://central.xero.com/s/article/Bank-feeds?userregion=true
https://central.xero.com/s/topic/0TO1N0000017kmwWAA/direct-bank-feeds-for-your-region?userregion=true#business
https://central.xero.com/s/topic/0TO1N0000017kmwWAA/direct-bank-feeds-for-your-region?userregion=true#business
https://central.xero.com/s/article/About-manually-importing-bank-statements?userregion=true
https://central.xero.com/s/article/About-manually-importing-bank-statements?userregion=true
https://central.xero.com/s/article/Add-a-foreign-currency-in-Xero?userregion=true
https://central.xero.com/s/article/Add-a-foreign-currency-in-Xero?userregion=true
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9. Click Save or Continue. 
 
2.2 Manually importing statements into Xero  
 
There are three formats in which you can manually import your bank statements into Xero. 
In order of preference these are: 
 

• OFX              These are preferred due to being unreadable secure file types. 
• QIF 
• CSV – The reason CSV is the least favourite option is due to having to re arrange 

the data to fit into the template provided to you by Xero. 
 
The first step is to download your bank transactions using your online banking facility. When 
downloading the transactions always remember to download to a historic date, never todays 
date as there is still time for further transactions to take place.  
If you download the transactions in OFX or QIF files you will not be able to open these. 
However, Xero will be able to read the data. 
 
Please follow these steps: 
 
1. Log onto your Xero account  
2. Click on the three grey buttons next to your bank account name.  
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3. Once you have clicked on the three grey buttons this box will appear, you need to click 
Import a statement. 
 

 

 

 

 

 

 

 

 

 

 

4. Once you click on Import a Statement it will bring up the following screen. You need to 
click browse and find the bank transactions which you saved from your online banking. 
Click on the file and select the file you have downloaded and then click import.   

 

 

 

 

 

5. That is now your bank transactions imported onto Xero. 
 

Tip: Before you begin to reconcile please make sure your statement balance matches 
the statement figure on the actual bank statement.  
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You will now see on your home page that you have transactions ready to reconcile.  
 

 

 

 

 

 

 

Here is a link to an online video demonstrating how to manually import a bank statement: 

https://tv.xero.com/detail/videos/banking/video/5131037091001/import-a-csv-bank-statement-

into-xero?autoStart=true 

 

And what to do if you receive error messages:  

https://tv.xero.com/detail/videos/banking/video/5131051298001/troubleshooting-csv-bank-

statement-imports-in-xero?autoStart=true 

 

Tip: For cash drawings from the bank, set up a bank in Xero called 

‘Cash’ and treat this as another bank account.  

 

 

 

 

 

https://tv.xero.com/detail/videos/banking/video/5131037091001/import-a-csv-bank-statement-into-xero?autoStart=true
https://tv.xero.com/detail/videos/banking/video/5131037091001/import-a-csv-bank-statement-into-xero?autoStart=true
https://tv.xero.com/detail/videos/banking/video/5131051298001/troubleshooting-csv-bank-statement-imports-in-xero?autoStart=true
https://tv.xero.com/detail/videos/banking/video/5131051298001/troubleshooting-csv-bank-statement-imports-in-xero?autoStart=true
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2.3 Reconciling your bank account  

Now you have imported your bank transactions into Xero the next step is to match the 
transaction against the correct income/expense code i.e. reconcile your account transactions. 
(Don’t worry if you are not familiar with any of the terminology used, it will all become clear) 
 
1. Click on the reconcile button, this will then take you into the bank transaction screen. 

 

I like to imagine my screen is split in half, the left-hand side is all the transactions which should 
be the same as on your bank statements. The right-hand side is where you need to tell Xero 
what that payment or receipt of money is for. 
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There are a number of ways to reconcile your bank transactions depending on the type of 
transaction it is.  We go into detail on the different types of transaction below.  
 
2.4  Matching Transactions  
 
Green transactions mean that you have already manually entered the transaction in Xero as 
a spend/receive money or bill/invoice, and Xero is suggesting that the transaction matches 
the transaction in the bank account. If you agree that the transactions match, simply click 
“Ok” to reconcile. 

 

 

Xero will also prompt you if there are other possible matches. The following screen will appear 
where you can view the other possible matches and select the bill or invoice that you would 
like to reconcile. 
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Matching Multiple Bills/Invoices to a single bank Transaction  
 
If for example, a supplier paid two or more invoices with one transaction, Xero would not be 
able to match the transaction to an invoice. Xero would show a blank Create Transaction 
screen. 

 

You will need to manually find and select the invoices that are being paid. 
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Use the search tool circled above to help search for invoices and bills 
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Matching Over/Under Payments   
 
If a supplier has underpaid an invoice, Xero will not be able to match the payment to the 
correct invoice. You will need to select the “Find & Match” button as previously discussed. 
You can then split the invoice so that it will be partially paid. 
 

 
 
Select the invoice being part paid and select the ‘Split’ option to partially pay the invoice, then 
press reconcile 
 
If an invoice has been overpaid, you can allocate some of the overpayment to another invoice 
 
If there is no other invoice to allocate the overpayment to, you will need to create a credit 
note for the overpayment 
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• Select the invoice that is being paid  
• Select ‘New Transaction’ and ‘Receive Money’  
• You will need to create a credit note for the amount that has been overpaid 
• Select Overpayment from the drop-down option as shown below 
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• Ensure the contact is correct, enter a description of your choice and save 
the transaction 

• This credit note will now show under Invoices awaiting payment in your 
sales overview screen as a credit note until you raise future sales invoices 
for this customer.  At this time, you can allocate the credit to the newly 
raised invoice 
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• To allocate the credit, select the overpayment and select ‘Overpayment 
Options’ the ‘Allocate Credit’.  

 

• Allocate the credit against the relevant sales invoice and select allocate 
credit.  

 
Creating Transactions  
 
If you have not already created the transaction in Xero, you can create and reconcile the 
transaction from the reconciliation screen.  
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Use the ‘Create’ Tab and fill in the following details:  
 
Who:  The business or person you are paying or receiving from. 
 
What:   The chart of account code that you would like to allocate the transaction to. 

Use the drop-down menu for a list of already set up nominal codes. If there isn’t 
a nominal category suitable or you are unsure which to pick, then please contact 
Turner and Turner for further assistance.  

 
Why:   This is where you add a little bit more detail to the transaction.  
 
Add Details:  To add even more detail such as a reference or allocate a transaction to more 

than one account etc, select the ‘Add details’ link to open up the following 
page.  

 
1. This will then provide you will more options to add further information. The first box to 

complete is the reference, in here you should add either the invoice number of the 
supporting purchase or sales invoice or any identifying reference so you can easily link 
that transaction to the corresponding paperwork. 

 
 The next box to complete is the description, this is where you enter a brief description 

of what you have bought or sold.  
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Transferring Money Between Accounts  
 
 

 
 

• Simply select the account that the transfer relates to on the ‘Transfer’ Tab 
and press ok.  

• Then go into the corresponding and you will notice that this transaction has 
already been ‘MATCHED’. Simply press ok on this transaction.  

 
BE AWARE: YOU WILL NOT NEED TO USE THE TRANSFER TAB IN THE CORRESPONDING BANK 
ACCOUNT FOR THE TRANSFER AS IT WILL HAVE ALREADY BEEN MATCHED. USING THE 
TRANSFER TAB WILL DUPLICATE THE TRANSACTION.  
 
Discussing transactions  
 
Simply leave a comment for your advisor.  

 
Time Saving Tip – Bank Rules  
 
Bank rules are a handy tool that allows you to save time if you have a of reoccurring bank 
entries for example Motor insurance paid monthly by direct debit.  
 
Here is an online help video on Bank rules:  
 
https://tv.xero.com/detail/videos/banking/video/5127808505001/using-bank-rules-to-automate-

reconciliation-in-xero?autoStart=true 

 

https://tv.xero.com/detail/videos/banking/video/5127808505001/using-bank-rules-to-automate-reconciliation-in-xero?autoStart=true
https://tv.xero.com/detail/videos/banking/video/5127808505001/using-bank-rules-to-automate-reconciliation-in-xero?autoStart=true
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Bank rules can be created by selecting the ‘Create rule’ button in Xero bank reconciliation.  

 

1) When the bank rule is first set up, Xero will suggest a condition to which this particular 
bank line will adhere to. 

 
 The first drop down menu will, by default, be set as either “Payee”, “Reference” or 

“Description”, depending on what the bank statement text has been imported as. This 
will differ depending on the bank feed you use, or the option you select when importing 
statements manually via CSV. 

 
 I would suggest changing this to “any text field”, which his more flexible and will future-

proof the rule against any changes to the bank feed down the line.  
 
 The second drop down menu will default to “equals”, but I prefer to change this to 

“contains”, as it lets you cut out any references and other information which won’t 
consistently appear on the transaction. A goof example of this is bank charges, which 
often mention the month they are in respect of, such as “CHARGES OCT18”, where 
unless you remove the OCT18 part, the rule will only work once a year.  

2) Contact – Change to “an existing or new contact” then complete the name of the 
contact. 

3) Fixed value line items: this is generally left blank 
4) Allocate remainder in following ratios: you will complete this in the same way as you 

complete the bank reconciliations on the dashboard. You will need to ensure you select 
the relevant nominal code and also ensure the VAT rate is correct.  

5) Set the reference….. This should be changed to “from the reference” 
6) Target the bank account – This allows you to set the rule from a specific bank account 

or to pick up the details and apply the rule from any of your bank accounts.  
7) Give the rule a title – This is what you want the rule to be called so you can identify the 

rule on the list.  
 When the bank rule has been created and Xero picks up the rule on your bank 

transactions the transaction will look like this: 
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Cash Coding  
 
Another way to speed up the bank reconciliation process is to use cash coding. This allows 
you to reconcile multiple statements lines at the same time.  
 
Here is a useful video on cash coding: 
https://tv.xero.com/detail/videos/banking/video/5130942853001/cash-coding-in-
xero?autoStart=true 
For more help on bank reconciliations, here is a link to a help video:  

https://tv.xero.com/detail/videos/banking/video/5130954875001/bank-reconciliation-in-

xero?autoStart=true 

 

 

 

 

 

 

 

 

 

https://tv.xero.com/detail/videos/banking/video/5130942853001/cash-coding-in-xero?autoStart=true
https://tv.xero.com/detail/videos/banking/video/5130942853001/cash-coding-in-xero?autoStart=true
https://tv.xero.com/detail/videos/banking/video/5130954875001/bank-reconciliation-in-xero?autoStart=true
https://tv.xero.com/detail/videos/banking/video/5130954875001/bank-reconciliation-in-xero?autoStart=true

