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Tvial Balance
4 bal cldl

Financial Statements

gl Baloace - T is the  (igt of r-emqin“m9 balances extracted {fvom the
clesing balances on the (edger alc. Since all transactions are
recorded. i ledger o per double enbhy syt the tolal
of the dewit sile of the tal balance viust™ alwoye agree
nith the total of The credit side

Specinen
Dr Ce

Agsels XX K
Expenses XXX
Liabilities X% X
Capital XK K
Renenues XXX
Provisions [ Contro. Assets XX X
Saleg  Returms [ Contra, Revenue | xxx
Parchases Returns [ Contra Expansy XYY
Drawnin gs/ Contra Capital X X X

[ XXX | XXX




' Drepati ( alance
LIt helps i checking the anthmetical acuraty of \edq\cvs.
D.Helps in prevention and. detection of errsrs and frauds .

3. Helps W preparation of financial statements

Emmp\e
D¢ Ce
“Suspense Account?” 500
10000 [ 10560

H o trial balance does not balance the difference 1§ entered n a

temporary account  called suspense account. & appews on the  shorter
side of the fvial balance 16 wmake the trGl balance, palance 6n tempotory

basis
Investigations — are cavried Qut T detect the ewrors and ofter the reCtificatin
of efrois  suspense acCounl & eliminated from the, ‘eoks

It a Wil balance do balance , it dges wiot mecessardy meains that the trial
balance i¢ free from <rrars and. omissions o¢  there mighl be certain ervers

which do mot offect the baloncing of taal bolance and are colled,
“Errors ot offecting trial balance”.



Lxmg_ﬂgt_aﬂf_cdg_tm_qmm
|.Error of omission : Whete G transackion s completely omtted from the bosk:

neithec the debit impact, nor the credit impaCt ¢ recorded.

Erample » Gioods withdiawon by owner for personal use costing $300 is not
recorded onywhere in the boks

dr cr
* Original Eﬂt[ﬁ
drawings 300
300

putchases

-+ Eabey made

—

T
« Rectificaifon Ent[y
300

drawings
patchase 300

Nate: To recbiy errar of omission the onginal eatry is the rectification

6ntr\J :

Example 2: Capital contribution of $10000 is not rewrded anywhere in the

hooks .
d.r or
Eeclifitation  Foiry
Codn [ Bank 10000
capital 16000

of %50 (s not recorded in the books.

dr or

ot oo k 50

Trade payables
purehases  returas 350

Example 3:- Purchase veturns



2. Ervar of  Commiscion - where o trangsattion is recorded 0 the wteng

persanal  account but cotreck Category and nature of acceunt

Example - Purchases teturns to Fghad $80 is entered in Ahad’s olcount.

dr e
naq( 3
Fahad. (Trade Fayable) g0
purchases  retucas %0
- Eatey made
Rhad ¢
purchases  returas §0
VZ
« Rectifi
Fahad 20
fAhad 30
Example 2: Discount received of $20 from  Aal i entered - Anila’s Al
dr Y
cEificaticn Ent
Anil 20

Anila, 40



3. Ervor o} Brincple: Where o transaction 1S recorded n the W fong nature
ol account .

Example.:- Purchase of machinefy $000 is entered in machinerj repalr acceunt

dr ce
* Original Eﬂtffj
machinery 000
¢Qsh | bank 2000
- Eatey  made
machinery repaits 2000
cash |bank 2000
T
- Rectification Enm'
machin ery 600
macdhinery tepaiis J000

Example 2 Purchase of motor vehicle $10000 1S recorded ae putchaSes.

-Rectitication Entcgz
motor veniclec V6000

p utchases 10000

Example 3 - Discountt allowed of $1300 s debited 1o discount rectived R

Roctificat kry :
Discount allowed 1300
discount receved (360



y. Tv iton Error | E Qi E - Where G wrong  amount i
vecorded. on both debt and coredt side.

Example 1 - Purchase rtetums of $¢9 (e recorded in bookg as $a6.

dr Xe
* Original Entry
Tcade payahles 9
purch@se retums 4
- Fatey  made
Trade payables 4¢
purchage returng SIS
¥
- Rectif
Parchase  returms AE|
trade payable ¥

Example d - Cosh sales of $3a (s recovded aS  $9%.

dr cr
Rectifica c

sales q
cash q



5. Compensating erra? - Where & didferent  etrors  compensate, Set off and
concel €ach oOther vesulting N MO effelt on the balanc’rng of trial balance

Exampiel :- Sales returns and purchase retunS ore bath ovecstated by $2000.
dr cr
Qectilicati Catc
purcnases retuens 4 2000
sales  returng b 2000

6. Ervor of Complete  reversal = Where  the debit impact s posted on tie

credit  side ov the credit wmpaet S pacted on the debit side.

Examplel .. Discount allowed of $300 s credited to discount aliowed. alc
ond. debited to other relevant alc.

dr cr
g anmgg Eﬂt[‘:j
Discount  Allowed 300
trade receivabie 300
R made
trade receivable 300
discount atlowed 309
74
“Rectification Emé!
discount allowe 600
trade recewvable 600

Example :- Cheque received {rom trade receivables $500 is entered on the credit
Side of tht bank ofc ond  deht Side of trate reewable alc,

E

bank 1000
traQe recewables {000



Example : Pepare the rectification entres and also idetity the eror.
). Cash sales of $500 s dehited n the bank coumn of the caShbook.

2. Discount weceived of $300 is  debitedk 1o discount allowed, account and
Credited. to trad?  payables AlC.

3. Cosh depasited 100 N bank is  debited to @sh column of the cashbock
ond. credited to Yank column of the cashbaok.

u. Purchasee  veturne to MMusa  $530 ¢ credited to Esa’s alc and debited
to prchose  returng alc.

5.Cash drawings of $15G is recorded in books as 15,

6. Cheque receed, $500 from credit costomers {5 recorded. I books a¢
payment to  Suppliers.

}.Rent payment of $6oOO s recorded N msuran ¢¢  acount .
3. Discount received of $100 is naot recorded anywhere, in the  books.
9. Copital  Covthlution of $10600 is recorded. ¢ Sales revenue.

10.Standing order payment of Wsurance $50 s Mot recorded. anywherg N
the baoks.

. Sale of wmotor vehicle $9000 is recordedd ¢ cash Sales.
R. Patchose. of  vnolor Vehicdle  $1500 s entered i motor erpenses acCount .
3. Purchase of station ary $S6 is treated as purchase o6f goods {for resale,

. Drawings and. Copital aic ore both overstated by $1000

15. Discount  received.  of $£500 5 credited to discount atlowed account and
discoont allowed of $3c0 s debited to discount received account.






Example - Prepare the rectification entres and also identity the error.

). Cash sales of $500

¢ash T

Bank ¥
errer of  Ccommussion

2. Discount weceived of $300 s
Credited. to trad?  payables AlC.
Qrgingl entry dr
Trade payables 500

Discount  Recewved

d
Discount  atlowed. 500
trade payables
rectificatron
trade payables ¥ 1000

discount received ¢

discount  allowed ¥
Complete veverSal of entry ervor.

3. Cash depasited 100 0 bank

6 debited W the bank column of the cashbask.
dr

200

(v

300

debitedd to discount allowed, acount ond

@

500

00

500
300

i  debited to w@sh column of the cashbode

ond credited to Yank column of the cashbaok.

Aar

bank 200

cash v
camplere reversul of entry errOr

cY

200



4. Purchasec  veturns ta Musa  $530 i credited to
to prchoge  returng alc.

Qrginal entry ds o
Musa 550

purchases returns 550

d

Purchase retums 550

EsQ 530
rectification
Musa. 930
Esa 530

purchase  returns 1100

complere reversal of entry error

Esa's alc and debited

5.Cash drawings of $150 is recorded in baoks as  $15.

dr cr

drawings T 135
cash b \35

transposicion errov | evior ot origingl enbry,

6. Cheque received, $500 {rom eredit costomexs is recorded. i books a¢

payment to  Suppliers.

atiginal_entey dr v
Bank t 5060

trade reCewables U 500
entry pagsed
trade payables ¥ 500

bonk Y 300
redific akion
bant? 1000

trode reCewables 500

trade Payables 500

complete veversal of entry error



3.Rent payment of $HoGo s recorded n wsuran ¢¢  accoung .
dr o
reat 4 6000
maurance b 6000
error of commisgiof

8. Discount received of $100 is not recarded anywhere N the  books.

dr Cc
trade payables v 100
discount recaved 1 100

ervol of  omission

9. Copital Covthlution of $10600 s recorded ¢ Sales revenue.
dr Cr
Sales ) 0000
capital 0000
ertol o} principle.

0. Standing order paymenr of WMsurance $50 s Mot recorded anywhere N
the baoks.

: dy Cr
mayante 30

bank 50
error - of omission.

1. Sale of wmotor venicle $000 is recordedd 0¢  cosh Sales.

dr Cv
Sales 2000
mobor  veniel es 2000

efror  of  PrinCiple



R Purchase ot  wnolor  Vehicdle  $I1500 s entered. i motor erpenses account .

dvr o
maotov  vemele 1500
MOtov  expenses \500

el of  prinad le

3. Purchase  of station ary $S6 is treated as purchase o0} goods {for resale.
dr Cr
stationary 30
pur cnases S0
ertor of commission

. Drawings and. Coptal alc ore both overstated. by $1000
dr Cr
capital 1000
dvaw ings 1000
compensating  error

15. Discount  received  of $500 (s evedited to discount allowed account gands
discoont allowed of £3c0 (s debited to discount received account.

i. arial y dv r n.ot‘.q[nﬂ! entry dv (r
Ufade payables 500 discount  allowed  3C0
discount  veceived 5G0 Afad e feceivobles 30
entry  Mssed entry  Mssed
Arade  payanles 500 dsscount  received 360
discount  allowed 500 tade, reCeivaloles 360
rectificatiaq

discount allowed ) 860 .
discount received@oo] 360
efror of princCiple



wovs  Glfecti 0 Lanc

Note - The  vechifiCation eatry of ertors aﬁect\‘ng tral balance nvolue
use of sugpenge account

1. Cusﬂng ey ror

—

Example - sates return  daybook i€ overgtared by $1000.

dr cr
suspense  alc 1000
sales  veturns 1000

ExamPle 3:- the debit side of cashbook bank column & overstated bgﬁléwo
dY (r
Sugpense alc 200

bank 200

1. Far of intomplete eafry

Fyamle 1= (Goods withdmuwn by owner 3550 is ony record ed. i

drawings alcC

ariginal entny dr o
dvawiNgs 550

purchases N0
enly  passed
drawings 550
Yectification
suspense alc 550

purchases 30



3.Ertor of icorcect entry

Example : (hoods refurmen bg Hameed $80 s dehited to hi< accounl.

ent dr ot
Lales veturns 30
Hameed 30
enly  passed
Aales yeturns 20
Hameed 20
Eulycakio
suspense  ale 160
Hameed. [30+30) 160

U. Transpoegition ere0r:

Exafple == Cash  3ales of $83 i¢ recorded in Sales aount as £98.
dr ¢
Sales 9
suspense  alc q
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