Summary: Trial Balance

A trial balance is an accounting tool used to check the accuracy of financial records by ensuring that total debits equal total credits. It lists all general ledger accounts and their balances at the end of an accounting period.

1. What is a Trial Balance?
· It is a statement containing all general ledger accounts with their debit or credit balances.
· It is prepared at regular intervals—monthly, quarterly, or annually.
· It has two sides: a debit column (showing debit balances) and a credit column (showing credit balances).

2. Identifying Mistakes with a Trial Balance
A trial balance helps detect several types of errors:
· Mathematical Errors: Incorrect additions or subtractions become apparent when totals do not balance.
· Incorrect Posting: When transactions are recorded in the wrong accounts or with wrong amounts.
· Reversal of Entries: Entries posted the wrong way around (debit instead of credit, or vice versa).
· Omission of Entries: Missing entries cause the trial balance not to balance.

3. Importance of a Trial Balance
· Ensures accuracy by confirming that total debits equal total credits.
· Detects errors such as miscalculations, incorrect postings, reversed entries, and omissions.
· Supports financial statement preparation, serving as the foundation for the income statement and balance sheet.
· Aids decision making by providing reliable financial information.
· Simplifies auditing, helping auditors verify account accuracy more easily.

Conclusion
The trial balance is an essential accounting tool that checks the correctness of financial records, identifies various errors, and supports the preparation of accurate financial statements. It is central to maintaining reliable and organised accounting systems.


Activity 1: Trial balance					

ASSIGNMENT 	Solly is the owner van Solly’s Audio providers. He is struggling to balance his Trial balance. Please help him. 
	[bookmark: _Hlk140738207]Trial balance of Solly’s Audio providers for December 2021

	
	fol
	Debit
	Credit

	Bank (favourable)
	
	17 500
	

	Wages
	
	?
	

	Current Income
	
	15 380
	

	Rent Income
	
	
	3 700

	Capital
	
	
	340 000

	Land and buildings
	
	121 000
	

	Advertisement
	
	
	100

	Water and electricity
	
	3 000
	

	Interest expense
	
	2 000
	

	Stationery
	
	
	150

	Vehicles
	
	105 000
	

	Drawings
	
	
	2 500

	Equipment
	
	
	107 000

	Cash float
	
	250
	



Marking guideline:
	TRIAL BALANCE OF SOLLY’S AUDIO PROVIDEDS FOR DECEMBER 2021

	DETAILS
	FOL
	DEBIT
	CREDIT

	Balance sheet accounts section
	
	
	

	Capital
	B1
	
	340 000

	Drawings
	B2
	2 500
	

	Land and buildings
	B3
	121 000
	

	Vehicles
	B4
	105 000
	

	Equipment
	B5
	107 000
	

	Bank
	B6
	17 500
	

	Cash float
	B7
	250
	

	Nominal accounts section
	
	
	

	Current income
	N1
	
	15 380

	Rent income
	N2
	
	3 700

	Wages
	N3
	2 580
	

	Advertisement
	N4
	100
	

	Interest expense
	N5
	3 000
	

	Stationary
	N6
	150
	

	
	
	359 080
	359 080




