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TRIAL BALANCE 
Meaning: The statement which is prepared at a particular date with the ledger account balances to test the 

arithmetical accuracy of the ledger accounts and also to facilitate preparation of financial statements is called a trial 

balance.  

 It is to be noted that trial balance is not an account; it is a mere a statement. 

 A trial balance contains the columns – serial number of ledger accounts, Account titles, Ledger folio, debit 

balance, and credit balance. 

 If a trial balance agrees i.e. a total of debit column and a total of credit column are equal, it proves that the 

ledger accounts are arithmetically accurate. 

 

Characteristics of Trial Balance: It appears from the definitions of trial balance that the trial balance contains the 

following features: 

 The trial balance is neither an account nor a part of it. It is a statement containing all balances of ledger 

accounts. 

 It is not recorded in any book of account. The trial balance is prepared in a separate sheet or paper. 

 The trial balance is prepared with the balances of accounts at the end of a particular accounting period.  

 A trial balance is prepared before the preparation of financial statements at the end of the accounting period. 

 The statement contains all kinds of accounts, irrespective of their classifications, such as assets liabilities, 

income-expenses etc.  

 

Objectives of Trial Balance:  Although trial balance is not an account, it is prepared to fulfil the following objects: 

 The main objectives of the trial balance are to check the arithmetical accuracy of accounts. 

 It is prepared to check whether the debit and credit accounts of each transaction have been recorded properly. 

 For the convenient preparation of financial statements, the trial balance is prepared to bring debit and credit 

ledger balances together. 

 To proof accurate balancing of a ledger account. 

 To detect mistakes in the process of accounts, if any. 

 To provide information to the proper authority in time. 

 To compare the balances of various ledger accounts of the current year with those of previous year. 

 

How to Prepare Trial Balance:  To prepare a trial balance, first, we need to know to make sure the transactions are 
journalized and have been posted to ledgers. The final balance from the ledger needs to be properly placed on the 
debit and credit column while preparing the trial balance, to make sure the accounting process is correct. 
 
Business transactions are first recorded in the journal and thereafter these are posted in the ledger under different 
heads of accounts. It may be mentioned that transactions may directly be posted in the ledger accounts without 
recording them in the journal. 
 
At the end of a particular accounting period, a trial balance is prepared in a separate sheet of prescribed form 
recording debit ledger balance, in debit column and credit ledger balances in credit column. 
Besides ledger balances, cash balance and bank balance of cash book of that particular date are also included in the 
trial balance. 
 
Thereafter total of debit and credit columns of a trial balance is calculated. Agreement of trial balance is the 
conclusive evidence of the accuracy of the ledger and trial balance. 
 
 

https://www.iedunote.com/write-accounting-ledger
https://www.iedunote.com/financial-statements-definition-component-importance
https://www.iedunote.com/accounting-cycle-10-steps
https://www.iedunote.com/transactions-events-difference
https://www.iedunote.com/types-of-accounting-journal
https://www.iedunote.com/write-accounting-ledger
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Rules for Preparation of Trial Balance: While preparation of trial balances we must take care of the following 
rules/points: 
Items to be shown on debit column of Trial Balance 

 All Assets 
 All Expenses 
 Debtors  
 Prepaid Expenses 
 Accrued Income 
 Drawings Account 
 Cash Balance 
 Bank Balance 
 Any Losses 
 Purchase Account 
 Sales Return  
 Input GST 
 Opening Stock  
 

Items to be shown on credit column of Trial Balance 
 All Liabilities 
 All Incomes 
 Outstanding Expenses 
 Unearned Incomes 
 Capital Account 
 Creditors  
 Bank Overdraft 
 Any Profits 
 Sales Account 
 Purchase Return 
 Bad Debt Recovered 
 Output GST  

 
 Note: 

 Opening cash and bank balance is not shown in the trial balance as these are included in closing cash and 
bank balances. 

 Closing stock is not shown in the trial balance because this remains included with opening stock and purchase 
of the accounting year. But if opening stock and purchase remain absent in trial balance and adjusted 
purchase is shown in the trial balance, in that case, the closing stock is shown in the debit money column of 
the trial balance. 
 

Format of Trial Balance: 
Trial Balance of XYZ Ltd.. 

As on 31st March,2020 

Head of Accounts L.F. Debit ₹ Credit ₹ 

    

    

    

    

    

    

    

 

  

https://www.toppr.com/guides/fundamentals-of-accounting/final-accounts/assets-on-balance-sheet/
https://www.toppr.com/guides/accounting-and-auditing/preparation-of-final-accounts-of-sole-proprietor/classification-of-assets-and-liabilities/

