
 

Audit Notes  

Different types of Errors in Financial Statements  

Errors and Frauds both distort the true picture either by omission or by commission but the distinction 

between the two lies in intent. Error is an involuntary act whereas fraud is a deliberate act. Mautz has 

also classified the two types of errors. These are: 

1. Self-revealing and not self-revealing  

2. Unintentional and intentional 

3. Procedural Errors       

I. Self-revealing errors  

These are such errors the existence of which becomes apparent in the process of compilation of 

accounts. A few illustrations of such errors are given hereunder, showing how they become apparent. 

Types of Error How it gets detected  
i) Omission to post a part of a journal entry to the 
ledger  

Trial balance is thrown out of agreement 

ii) Wrong totaling of the Purchase Register Control Account (e.g, the Sundry Creditors 
Account) balances and the aggregate of the 
balances in the personal ledger will disagree  

iii) A failure to record in the cash book amounts 
paid into or withdrawn from the bank  

Bank reconciliation statement will show up error  
 

iv) A mistake in recording amount received from X 
in the account of Y 

Statements of account parties will reveal mistake  

 

From the above, it is clear that certain apparent errors balance almost automatically by double entry 

accounting procedure and by following established practices that lie within the accounting system but 

not being generally considered to be a part of it, like bank reconciliation or sending monthly statements 

of account for confirmation. 

Many other errors, however, are not revealed by either of these possibilities. If an item of expense 

which should have been charged to repairs account has been charged by mistake to the building account 

or if the amount of depreciation is calculated incorrectly, there is nothing in the book-keeping system 

which will bring the error to notice. Such errors are non self-revealing errors. 

II. Intentional Errors or Frauds 

Fraud is the word used to mean intentional error. This is done deliberately which implies that there is an 

intent to deceive, to mislead or at least to conceal the truth. It follows that other things being equal, 



 

they are more serious than unintentional errors because of the implication of dishonesty which 

accompanies them. 

Error Meaning 
Errors of omission Where a transaction has been omitted either wholly or partially 

Errors of commission  Where a transaction has been mis-recorded either wholly or partially  

Compensating errors Where there are two or more errors which exactly counter balance each other, 
so that the trial balance agrees in spite of them 

Errors of principle These are errors arising as a result of transactions having been recorded in a 
fundamentally incorrect manner, for example, a distinction not being made 
between capital and revenue income or expenditure   

Procedural errors   

   

Q34. ‘Errors of commission’ is where a transaction has been omitted either wholly or partially. (2 

marks) 

Ans:- Incorrect, when a transaction has been omitted either wholly or partially it is known as “Error of 

Omissions” whereas “Error of Commission” is where a transaction has been mis-recorded either wholly 

or partially    


