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‘r‘i 14. TRIAL BALANCE

balance is a statement, prepared with the debit and credit balances of ledger

ts to test the arithmetical accuracy of the books. If the totals of the debit

Mt amount columns of the trial balance are equal, it is presumed that the
pm to the ledger in terms of debit and credit amounts is accurate.

44.1. Features of Trial Balance
The features of trial balance are as follows:

1) Thetrial balance is prepared on a specific date. This is why, one use the word

_‘ason......" with its heading,
Trial balance contains the list of all ledger accounts including cash account.

1) 'nﬁl balance may be prepared with the balances or totals or balances and
totals of ledger accounts.

' total of the debit and credit column of the amount must be equal.

se the debit and credit side of the trial balance are equal, one assume that
rinciples of ‘Double Entry System’ and the assumptions of accounting

j have been observed.
7 » between the debit and credit side of the trial balance points out

air mlstakes haye been committed somewhere.
t deb ”’and’ i:’redit sides have the same total, it does not mean that

s of Trial Balance
nd Funcﬂ‘:‘mu follows: :
Trial balance tests the accuracy 0

urac e from subsidiary
If correc P"”‘”‘ h” h?:.,,m ded and copied,
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on of Ledger Accounts: Trial balance contains 5 lig
f ledger accounts and
edger accounts. It presents the names of led o the
:;:lu‘ntl ofgteheir debit and credit balance. The spmmanzed position of ledge,
accounts can be obtained at a glance from the trial balance.

A : ' d of maintaining bogj
for Preparing Final Accounts: The ultnpate en :

3 oB;:i:coulr.lts ispt: ascg:ertain the result of the business in term of profit and the
value of different assets and liabilities. For this purpose, one prepares a profy
and loss account and balance sheet on the basis of information supplied by

the trial balance.

4) Useful for Making Adjustments: While mal.(ing final accounts certaip
adjustments regarding closing stock, outstanding anc'l pr?pa.ld expenses,
accrued and unearned income are to be made. While' identifying items for
adjustments, one will have to study the information furnished by the tria|

balance.

2) Summarized Informati

4.43. Proforma of Trial Balance

Trial Balance
AS O vesesssensenseesssssse
S. No. | Ledger Accounts | L.F. Dr.R) Cr.R)

(Total or Balance) | (Total or Balance)

L

The under mentioned points may be noted:

1) A trial balance is prepared as on a particular date which should be mentioned
at the top.

2) In the second column the name of the account is written.

3) In the fourth column the total of the debit side of the account concerned or
the debit balance, if any, is entered.

4) In the next column the total of the credit side or the credit balance is written.

5) The two columns are totalled at the end. :

6) The first and third columns need no explanation.

4.4.4. Methods of Preparing Trial Balance
There are three methods of preparing trial balance. The total of both the debit and
credit column of the trial balance must be equal in all the methods. The following
 methods can be used for preparing tral balance:
1) Balance Method: Trial balance, as its name itself points out, s prepared with
- the balance of ledger accounts. Every ledger account has got the debit and
it side, At the end of a certain period ledger accounts are balanced.
'the total of the debit side of an account over its credit side is know?
e and written in the debit column of the trial balance. In the
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same way, excess of credit sid
balance and will be written at
both the debit and credit sjde

e of an ac.:co.unt over its debit side shows credit
the credit side of the trial balance. The total of
must be equal,

Trial Balance (Balance Method)
(As on Dec, 31, 201 1)

89

Ledger Accounts | L.F, Dr. (7) Cr.(?)
Cash account 4,325 .
Capital account , — 5 0(;;
Purchases account 2,200 | st
Sales account ’ s 550 -
Prasad o 1,200
Prem 300 -
Wages account 50 &
Om o 150
Interest account 15 =1
Rent account 10 it
6,900 6,900

2) Total Method: According to this method, the total of the debit and credit
side of every account is separately written in the debit and credit column of
the trial balance. The total of both the debit and credit must be equal. If it is
not equal, there are definitely certain errors which should be located and
rectified.

Trial Balance (Total Method)

(as on Dec 31, 2011)
Ledger Accounts L.F Dr. R) Cr.®)
Cash account 5100 | 175
Capital account - 5,000
Purchases account 2,200 e
Sales account — 550
— 1,200
F o 500 | 200
| Wages account - ot
o s 50 200
| & AR ,. 300 300
: 15 -
10 L | -
saas| aass
ts both the balance and total

|
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