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RECTIFICATION OF ERRORS 
CONCEPT: In accounting, errors are the ‘mistakes’ committed by the book-keeper or accountant. These mistakes 
may occur while classifying the accounts, writing the subsidiary books, posting the entries to ledger accounts, casting 
totals, balancing the accounts, carrying the balances forward and so on. When the trial balance tallies it provides us 
only with the proof of the arithmetical accuracy of the ledger accounts. However, there may still be some errors 
present. Some errors affect the trial balance while some do not. When the trial balance does not tally, it is a clear 
indication of the presence of errors. We need to identify and locate these errors. Thus, after locating them 
Rectification of Errors is also necessary. 

 
MEANING: Rectification of error is the procedure of correcting errors made in entries either one side or on both 
the sides of the transaction, which can be identified by making trial balance after passing all the journal entries. 
 
The procedure of revising mistakes is known as “Rectification of Errors”. These errors can be of two types. First, the 
errors committed on both side in an entry which does not influence the trial balance and can be rectified by making 
a journal entry. 
And another one is the errors that occur one side of trial balance and disturbs the trial balance are known as single-
sided errors, which cannot be corrected by only passing journal entry, however, gets corrected by opening suspense 
account. 
 
 
WHY RECTIFICATION OF ERRORS IS REQUIRED? 

Errors should be rectified otherwise a business enterprise will not be transparent. It will fail to reflect 
creditworthiness and the correct profit or loss of the business enterprises. In other words, it will not show the true 
picture of the business enterprises. 
 
Errors should essentially be rectified, but why? Every business organization is interested in finding out its true result 
in terms of profit or loss from the operational activities and its true financial position at the end of the financial year. 
On the principle of “Prevention is better than Cure”, early detection of errors will help the business to 
be transparent, creditworthy, and show the correct profit or loss and, hence, depict a true picture of the business. 
In other words, the rectification of errors becomes essential to ensure: 

 Accountability 
 Reliability 
 Profitability 
 Manageability 

 
 
TYPES OF ERRORS: 
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 Errors of Principle: Errors of principle arc committed in those cases where a proper distinction between 

revenue and capital items is not made. i.e., a capital expenditure is taken as a revenue expenditure or vice-
versa. Similarly, a capital receipt may have been taken as 1 revenue receipt or vice- versa. For example, a sale 
of old furniture of Rs 500 should be credited to the furniture account, but if it is credited to the Sales Account, 
it will be termed as an error of principle. Sale of old furniture is a capital receipt. If it is credited to Sales 
Account, it has been taken as a revenue receipt. Such errors by themselves do not affect the agreement of 
the Trial Balance. Therefore, they also are difficult to be located. 

 

 Errors of Commission: Such errors occur due to due to diversified factors like errors on account of wrong 

balancing of an account, wrong posting, wrong carry forwards, wrong totalling etc. This may be classified 
further as follows: 
 

o Error of recording: This error occurs when an entry is wrongly reported in the books of original entry. 
For example: Purchase of goods on credit from Nisha for ₹ 19,500 reported in the books at 15,900. 
 
o Error of posting: This error arises when facts reported in the books of original entry is recorded 

inappropriately in the ledger. This error may occur because of: 
 Reporting the correct amount in the incorrect side of an appropriate account. 
 Reporting the correct amount in the correct side of an inappropriate account. 
 Recording the incorrect amount in the correct side of an appropriate account. 
 Recording the incorrect amount in the incorrect side of an appropriate account. 
 Recording the incorrect amount in the correct side of an inappropriate account. 
 Reporting incorrect amount in the incorrect side of an inappropriate account. 

 
o Error of casting: When an error is committed during the time of recording in a subsidiary book, this 

error occurs. For example: If the total sum of ₹ 15,000 in a subsidiary book is incorrectly added up 
and posted as ₹ 18,000. This is an over-casting error. If it is inappropriately added up as ₹ 12,000, it is 
an under-casting error. 
 

o Error of carrying forward: When a sum of one page is recorded inappropriately on the adjacent page, 
the error of carrying forward arises. For Example: Sum of cash book on page 114 of the ledger is  
₹ 2,14,000. At the time of transmitting to the adjacent page 115, if it is reported as ₹ 2,41,000, this 
causes the relevant error. 

 

 Errors of Omission: These errors are incurred in those cases when a transaction is completely/partially 

omitted from the books of accounts. It happens: when a transaction or part of it is not recorded in the books 
of the original entry (i.e., various journals).  When an entry is overlooked in the books of accounts, this kind 
of error occurs. This may be more clearly defined as: 
 

o Error of complete omission: When an entry of amount is completely overlooked for reporting in the 
books of accounts, this class of error arises. For example, if a credit purchase of ₹ 15000 to Ankit. If 
this transaction is neglected completely, such error is known as an error of complete omission. This 
will not disturb the trial balance. Since, there has been neither a debit entry nor a credit entry, 
therefore, the two sides of the Trial Balance will not be at all affected on account of this error. Such 
errors, therefore, cannot be located out very easily. They come to the notice of the businessman 
when statement of accounts is received from or sent to creditors or debtors as the case might be. 
 

o Error of partial omission: When only one facet of the transaction is reported, this class of error arises. 
In the above, given example, one facet credit sales are reported duly in sales a/c, but the facet, Ankit’s 
account is neglected while reporting, thus the error of partial omission derives. This will influence the 
trial balance. 
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 Compensating Errors: While two or more mistakes are committed, just like that the net outcome of these 

mistakes on the debits and credits of accounts is zero, these errors occur, which are termed as 
“compensatory errors”. As the name indicates, compensating errors are those errors which compensate each 
other. For example, if a sale of Rs 500 to Ram is debited as only of Rs 50 to his account, while a sale of Rs 50 
to Shyam is debited as of Rs 500 to his account, it is a compensating error. These kinds of mistakes 
compensate one another. One surplus of ₹ 8,000 is compensated by another deficit of ₹ 8,000. The net result 
is zero. Therefore, these kinds of errors do not influence the trial balance. 

 

SUSPENSE ACCOUNT: In certain cases, when the debit column and the credit column of a trial balance do not 

agree, then the difference of the trial balance is transferred to a temporary opened account known as Suspense 
Account. This account is created to avoid any delay in creation of the financial statements.  When the trial balance 
does not tally due to the one-sided errors in the books, an accountant puts the difference between of the trial 
balance on the shorter side as the Suspense Account. As and when we locate and rectify the errors, the balance in 
the Suspense Account reduces and consequently becomes zero. Thus, we cannot categorize the Suspense Account. 
It is a temporary account which doesn’t have any nature of accounts rather it can have either debit or credit balance 
depending upon the situation. While using the Suspense Account to rectify the one-sided errors, one needs to follow 
the following steps: 

 Identification of the account with the error. 
 Ascertainment of the excess debit or credit or short debit or credit in the above account. 
 In case of short debit or excess credit in an account, we need to debit the concerned account. Whereas, 

in case of short credit or excess debit in an account we need to credit the concerned account. 
 Pass the necessary journal entry by debiting or crediting the Suspense Account 

 
EFFECTS OF ERRORS ON TRIAL BALANCE: Depending on its effect on the trial balance, the errors may be 
divided into two categories- 

 Errors affecting the agreement of trial balance 
 Errors not affecting the agreement of trial balance 

 

Errors affecting the agreement of Trial Balance  
(Trial Balance will not agree) 

Errors not affecting the agreement of Trial 
Balance (Trial Balance will agree) 

An error of Partial Omission An error of complete omission 

An error of commission whose effect is not 
cancelled out by a compensating error 

Compensating Errors 

Error in balancing an account or casting a subsidiary 
book 

Error of Principles 

An error of wrong posting unless the correct 
amount is posted to the right side of a wrong 
account. 

An error of wrong posting of the correct amount 
to the right side of a wrong account. 
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