SPCS

Form 4 Principles of Accounts

Notes on Chapter 6

Trial Balance – Part I
6.1 Total debit entries = Total credit entries

You have already seen that the method of bookkeeping in use is that of the double entry method.  This means:

1. For each debit entry, there is a credit entry;

2. For each credit entry, there is a debit entry.

All the items recorded in all the accounts on the debit side should equal in total all the items recorded on the credit side of the books.  We need to check that for each debit entry, there is also a credit entry, and vice versa.  To see if the two totals are equal, usually known as seeing if the two sides of the books ‘balance’, a trial balance may be drawn up at the end of a period. 

A trial balance is a list of balances only, arranged according to whether they are debit balances or credit balances.  The layout of the trial balance is shown below:

	Trial Balance (as at dd/mm/yyyy)

	Name of Accounts
	Amount
	Amount

	
	Dr
	Cr

	
	$
	$

	Purchases
	3,090
	

	Sales
	
	2,550

	Returns outwards
	
	150

	Returns inwards
	160
	

	A. Owen
	
	1,410

	M. Beckham
	290
	

	S. Davis
	570
	

	
	4,110
	4,110


6.2 Example 1

K. Poon commenced business on 1 May 2001.  He entered the following transactions into his books, but he had not balanced off the accounts:

	Month
	Day
	Transactions

	2001

May
	1
	Put $90,000 into a bank account for the business as capital. 

	“
	2
	Bought $9,000 goods on credit, from T. Wong.

	“
	3
	Bought $2,500 goods on credit, from K. Yip.

	“
	5
	Sales for cash $1,800.

	“
	6
	Returned $400 goods to T. Wing.

	“
	10
	Sold goods for $5,900, on credit to T. Mok.

	“
	12
	Sales for cash $2,100.

	“
	18
	Bought goods for $1,900, on credit from K. Yip.

	“
	21
	Machinery bought for $5,500, payment being made by cheque.

	“
	22
	Sold goods for $2,200 on credit to C. Ho.

	“
	23
	T. Mok returned $1,400 goods to K. Poon.

	“
	25
	C. Ho returned $100 goods to K. Poon.

	“
	28
	Returned $800 goods to K. Yip.

	“
	29
	Paid T. Wing $8,600 by cheque.

	“
	30
	Paid K. Yip $1,700 in cash.

	“
	30
	Received a cheque for $3,000 from T. Mok.

	“
	31
	Bought machinery for $27,000 on credit from A. B. Limited.


	Bank

	Date
	Particulars
	$
	Date
	Particulars
	$

	2001

May 1
	Capital
	90,000
	2001

May 21
	Machinery
	5,500

	“ 30
	T. Mok
	3,000
	“ 29
	T. Wing
	8,600

	
	
	
	“ 31
	Balance c/f
	78,900

	
	
	93,000
	
	
	93,000

	Jun. 1
	Balance b/f
	78,900
	
	
	


	Cash

	Date
	Particulars
	$
	Date
	Particulars
	$

	2001

May 5
	Sales
	1,800
	2001

May 30
	K. Yip
	1,700

	“ 12
	Sales
	2,100
	May 31
	Balance c/f
	2,200

	
	
	3,900
	
	
	3,900

	Jun. 1
	Balance b/f
	2,200
	
	
	


	T. Wing

	Date
	Particulars
	$
	Date
	Particulars
	$

	2001

May 6
	Returns outwards
	400
	2001

May 2
	Purchases
	9,000

	“ 29
	Bank
	8,600
	
	
	

	
	
	9,000
	
	
	9,000

	
	
	
	
	
	


	K. Yip

	Date
	Particulars
	$
	Date
	Particulars
	$

	2001

May 28
	Returns outwards
	800
	2001

May 3
	Purchases
	2,500

	“ 30
	Cash
	1,700
	“ 18
	Purchases
	1,900

	“ 31
	Balance c/f
	1,900
	
	
	

	
	
	4,400
	
	
	4,400

	
	
	
	Jun. 1
	Balance b/f
	1,900


	T. Mok

	Date
	Particulars
	$
	Date
	Particulars
	$

	2001

May 10
	Sales
	5,900
	2001

May 23
	Returns inwards
	1,400

	
	
	
	“ 30
	Bank
	3,000

	
	
	
	“ 31
	Balance c/f
	1,500

	
	
	5,900
	
	
	5,900

	Jun. 1
	Balance b/f
	1,500
	
	
	


	C. Ho

	Date
	Particulars
	$
	Date
	Particulars
	$

	2001

May 22
	Sales
	2,200
	2001

May 25
	Returns inwards
	100

	
	
	
	“ 31
	Balance c/f
	2,100

	
	
	2,200
	
	
	2,200

	Jun. 1
	Balance b/f
	2,100
	
	
	


	A. B. Limited

	Date
	Particulars
	$
	Date
	Particulars
	$

	2001

May 31
	Balance c/f
	27,000
	2001

May 31
	Machinery
	27,000

	
	
	
	Jun. 1
	Balance b/f
	27,000


	Capital

	Date
	Particulars
	$
	Date
	Particulars
	$

	2001

May 31
	Balance c/f
	90,000
	2001

May 1
	Bank
	90,000

	
	
	
	Jun. 1
	Balance b/f
	90,000


	Purchases

	Date
	Particulars
	$
	Date
	Particulars
	$

	2001

May 2
	T. Wing
	9,000
	2001

May 31
	Balance c/f
	13,400

	“ 3
	K. Yip
	2,500
	
	
	

	“ 18
	K. Yip
	1,900
	
	
	

	
	
	13,400
	
	
	13,400

	Jun. 1
	Balance b/f
	13,400
	
	
	


	Sales

	Date
	Particulars
	$
	Date
	Particulars
	$

	2001

May 31
	Balance c/f
	12,000
	2001

May 5
	Cash
	1,800

	
	
	
	“ 10
	T. Mok
	5,900

	
	
	
	“ 12
	Cash
	2,100

	
	
	
	“ 22
	C. Ho
	2,200

	
	
	12,000
	
	
	12,000

	
	
	
	Jun. 1
	Balance b/f
	12,000


	Returns inwards

	Date
	Particulars
	$
	Date
	Particulars
	$

	2001

May 23
	T. Mok
	1,400
	2001

May 31
	Balance c/f
	1,500

	“ 25
	C. Ho
	100
	
	
	

	
	
	1,500
	
	
	1,500

	Jun. 1
	Balance b/f
	1,500
	
	
	


	Returns outwards

	Date
	Particulars
	$
	Date
	Particulars
	$

	2001

May 31
	Balance c/f
	1,200
	2001

May 6
	T. Wing
	400

	
	
	
	“ 28
	K. Yip
	800

	
	
	1,200
	
	
	1,200

	
	
	
	Jun. 1
	Balance b/f
	1,200


	Machinery

	Date
	Particulars
	$
	Date
	Particulars
	$

	2001

May 21
	Bank
	5,500
	2001

May 31
	Balance c/f
	32,500

	“ 31
	A. B. Limited
	27,000
	
	
	

	
	
	32,500
	
	
	32,500

	Jun. 1
	Balance b/f
	32,500
	
	
	


After each account has been balanced off, a trial balance can then be prepared as follows:

	K. Poon

Trial Balance as at 31 May 2001

	Name of Accounts
	Amount
	Amount

	
	Dr
	Cr

	
	$
	$

	Bank
	78,900
	

	Cash
	2,200
	

	K. Yip
	
	1,900

	T. Mok
	1,500
	

	C. Ho
	2,100
	

	A. B. Limited
	
	27,000

	Capital
	
	90,000

	Purchases
	13,400
	

	Sales
	
	12,000

	Returns inwards
	1,500
	

	Returns outwards
	
	1,200

	Machinery
	32,500
	

	
	132,100
	132,100

	
	
	


6.3 The uses of trial balances

There are several uses to which a trial balance may be put.  These are:

1. To check that the books ‘balance’, i.e. that every debit entry is accompanied by a credit entry.

2. To ascertain the net amount of the error(s), if any have been made, as represented by the difference between the totals of the debit balances and the credit balances.

3. As a basis for which the trading and profit and loss account and the balance sheet are prepared.
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