Chapter 4

The Trial Balance
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What is a trial balance?

O A trial balance is list of all debit and credit balances of
ledger accounts at the end of a period.

O This is to test the arithmetical accuracy of double
entries made in ledger accounts.

O This is not a ledger account. It is simply a list of all the
balances of the ledger accounts at the end of a period.
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O If the principles of double entry have been correctly
applied to the recording of transactions in ledger
accounts, then at the end of a period, the total debit
balances will equal that of credit balances.

Preparation of a trial balance

O If the totals of all debit and credit balances extracted
from the ledger accounts are equal, the trial balance

will agree.
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O Conversely, a trial balance is said to be disagree if the
totals of all debit and credit balances are not equal.
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Exhibit 4.1 A comprehensive example

D Fong commenced his business on 1 April 2013. All the
transactions made in April 2013 had been entered in
ledger accounts, and all the accounts were balanced off at
the end of the month.

Step 1 : Extract the closing balances of ledger accounts
Step 2 : List the debit/credit balances in the debit/credit
column with their account titles shown in the

first column
Capital
2013 $ | 2013 $
Apr 30 Balance c/d 90,000 | Apr 1 Bank 90,000
May 1 Balance b/d 90,000
Trial Balance as at 30 April 2013
Dr($) Cr($)
Capital 90,000
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2013 £¢ $ [ 2013 & $
4H 30H MAEET 90.000 | 45 1H SRiTEEK 90,000
5H 1H ®&4ERL 90,000
PEE - 1201344 H30H
&5 (3) 75 (%)
AR 90,000
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Cash B
2013 s | 2013 $ 2013 & ST 20135 $
Apr 3 Sales 1,800 | Apr 28 G Yeung 1,700 4H 3H #8 1,800 | 45 28H HBRkdE 1,700
“ 10 Sales 2100 | “ 30 Balancec/d 2,200 45 10H #K 2,100 | 45 30H &REET 2,200
3,900 3,900 3,900 3,900
May 1 Balance b/d 2,200 5H 1H &fExL 2,200
Trial Balance as at 30 April 2013 AFK - 201344 H30H
Dr ($) Cr () &7 (3) £75 (%)
Capital 90,000 =7 N 90,000
Cash 2,200 HE 2,200
Bank SRITERK
2013 $ | 2013 $ 2013 £ $ | 2013 & $
Apr 1 Capital 90,000 [ Apr 2 Equipment 25,500 4H 1H #&X 90,000 | 45 2H HE 25,500
“ 28 TMok 3,000 “ 26 AWong 8,600 48 28H HE&k4 3,000 | 45 26H ¥k 8,600
“ 30 Balance c/d 58,900 4H 30H &EET 58,900
93,000 93,000 93,000 93,000
May 1 Balance b/d 58,900 58 1H #aE%L 58,900
Trial Balance as at 30 April 2013 HEFR-R2013FE4 H30H
Dr (8) Cr(s) &7 (9) 577 (9
Capital 90,000 aZAk 90,000
Cash 2,200 B4 2,200
Bank 58,900 SEITER 58,900
Equipment B
2013 5| 2013 $ 2013 5 $T2013 4% $
Apr 2 Bank 25500 | Apr 30 Balance c/d 25,500 4H 2H $RfTERK 25,500 | 4H 30H &MEET 25,500
May 1 Balance b/d 25,500 58 1H REEEL- 25.500
Trial Balance as at 30 April 2013 REFE 201344 H30H
Dr($) Cr(s) f&75 (%) g5 (%)
Capital 90,000 =N 90,000
Cash 2,200 He 2,200
Bank 58,900 ST 58,900
Equipment 25,500 e 25,500
Purchases HE
2013 $ [ 2013 $ 2013 4 $] 2013 $
Apr 2 AWong 9,000 | Apr 30 Balance c/d 13,400 4H 2H ®Eit 9,000 | 4H 30H fRAHIFT 13,400
“ 3 G Yeung 2,500 4H 3H B%4E 2,500
“ 18 G Yeung 1,900 4HF 18H B4t 1,900
13,400 13,400 13,400 13,400
May 1 Balance b/d 13,400 5H 1H f%E=LF 13,400
Trial Balance as at 30 April 2013 REFER2013F4 H30H
Dr ($) Cr () &77 (%) g7 (%)
Capital 90,000 B 90,000
Cash 2,200 He 2,200
Bank 58,900 SHFTEE 58,900
Equipment 25,500 i 25,500
Purchases 13,400 B 13,400
Sales S
2013 5T 2073 5 2013 & $ | 2013 | $
Apr 30 Balance c/d 12,000 | Apr 3 Cash 1,800 4H 30H ggEET 12,000 | 45 3H IHE 1,800
“ 10 Cash 2,100 47 10H HE 2,100
“ 10 T Mok 5,900 48 10H EHi%E 5,900
“ 22 CHo 2,200 4F 22H fal&t 2,200
12,000 12,000 12,000 12,000
May 1 Balance b/d 12,000 50 1H &L 12,000
Trial Balance as at 30 April 2013 HEk - 1201344 530 H
_ Dr (%) Cr (3) 1877 (3) 577 (8)
Capital 90,000 Ak 90,000
Cash 2,200 e 2,200
Bank 58,900 ﬁﬁ#ﬁ 58,900
Equipment 25,500 e 25500
Purchases 13,400 oyt 13.400
Sales 12,000 W ' 12,000
Returns Inwards FHEREE
2013 $ | 2013 $ 2013 $T 2013 F $
Apr 23 T Mok 1,400 | Apr 30 Balance c/d 1,500 4H 23H B4 1,400 | 4H 30H EREEET 1,500
“ 25 CHo 100 4H 25H faz+t _ 100
1,500 1,500 1,500 1,500
May 1 Balance b/d 1,500 55 1H &&ExRL 1,500
Trial Balance as at 30 April 2013 ARE#E - 20134 H30H
Dr ($) Cr () &7 ($) 77 ($)
Capital 90,000 A 90,000
Cash 2,200 He 2,200
Bank 58,900 SEFER 58,900
Equipment 25,500 B 25,500
Purchases 13,400 B 13,400
Sales 12,000 HE 12.000
Returns inwards 1,500 25 153RE 1,500 !
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Step 3:
Add up the debit balances and the credit balances

separately
Trial Balance as at 30 April 2013
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HEk - 1201344 H30H

Functions of a trial balance

O To detect errors made in the recording of transactions
by checking whether the totals of debit and credit

balances extracted from ledger accounts are equal.
O To facilitate the preparation of financial statements at
the end of an accounting period.

Exhibit 4.1 Detecting errors by preparing a trail
balance

Suppose in Exhibit 4.1, the credit purchase from G Yeung
on 3 April 2013 was correctly entered as $2,500 in the

purchases account, but incorrectly entered as $2,000 in
G Yeung's account as follows :

Dr ($) Cr(s) f&75 (%) g7 ($)

Capital 90,000 - N 90,000
Cash 2,200 e 2,200
Bank 58,900 SRR 58,900
Equipment 25,500 B 25,500
Purchases 13,400 B 13,400

Sales 12,000 o 12,000
Returns inwards 1,500 SSERE 1,500

Returns outwards The trial balance agrees 1,200 BER 1,200

Accounts payable: G Yeung 1,800 FEfiRS: « e AE Ty 1,900
Accounts receivable: T Mok \ 1, FEWIES, @ Bisede 00

C Ho 2,100 e \ 2,10
105,100 105,100 105,100 105,100
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The trial balance disagrees

G Yeung B
2013 3| 2013 $ 2013 $| 2013 $
Apr 26 Returns outwards 800| Apr 3 Purchases 2,000 ) 4H26H HEEEE 800 | 44 30 W& 2,000
28 Cash 1,700 *“ 18 Purchases 1,900 4H28H W 1,700 | 4518H HBEE 1,900
30 Balance c/d 1,400 4H30H #RFEET 1,400
3,900 ' 3,900 3,900 3.900
May 1 Balance b/d 1,400 5H1H &#ERL 1,400
Trial Balance as at 30 April 2013 HEE-R201344H30H
Dr ($) Cr(8) f&75 ($) 577 (%)
Capital 90,000 =N 90,000
Cash 2,200 g 2,200
Bank 58,900 P a4 58,900
Equipment 25,500 e 25,500
Purchases 13,400 i 42 13,400
Sales 12,000 oE 12,000
Returns inwards 1,500 S EEE 1,500
Returns outwards 1,200 BRI 1,200
Accounts payable: G Yeung 1,400 RS © B 1,400
Accounts receivable: T Mok 1,500 %'&Wﬁg - R 1,500
C Ho 2,100 &+ 2,100
105,100 104,600 105,100 104,600
Total debit balances > Total credit balances /
77 ER AR > B 7 RRAEAEA

AEFA
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Limitations of a trial balance

O A trial balance is not able to detect all bookkeeping
errors.

O Errors may still exist even if the trial balance agrees.

Exhibit 4.3 Errors exist even if the trial balance
agrees

Suppose in Exhibit 4.1, the credit purchase of goods from
G Yeung on 18 April 2013 was incorrectly entered in A
Wong’s account as follows:
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The trial balance still agrees

even if an error was made.

A Wong Fit
2013 $ [ 2013 $ 2013 $ ] 2013 F $
Apr 6 Returns outwards 400 | Apr 2 Purchases 9,000 4FH 6H HBE&ESH 400 | 45 2H BE 9,000
“ 26 Bank 8,600 | « 18 Purchases 1,900 4H 26H $HfTER 8,600 | 45 18H [&E 1,900
30 Balance c/d 1,900 4K 30H #4EET 1,900
10,900 10,900 10,900 10,900
G Yeung B
2013 $12013 s 2013 &¢ $ | 2013 5 3
Apr 26 Returns outwards 800 | Apr 3 Purchases 2,500 48 26H REEOES 800 | 45 3H W& 2 500
“ 28 Cash 1,700 4F 28H H& 1,700
2,500 2500 2,500 2,500
Trial Balance as at 30 April 2013 R - 12013FE4 H30 H
Dr ($) Cr ($) f&77 (3) 577 (9)
Capital 90,000 =T 90,000
Cash 2,200 B4 2,200
Bank 58,900 SRETES 58,900
Equipment 25,500 B 25,500
Purchases 13,400 i 4 13,400
Sales 12,000 o 12,000
Returns inwards 1,500 S EIRE 1,500
Returns outwards 1,200 I 1,200
Accounts payable: A Wong 1,900 R : B+ 1,900
Accounts receivable: T Mok 1,500 Eﬂiﬁg{k : gi% 1,500
C Ho 2,100 {44 2,100
105,100 105,100 105.100 105.100
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