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» Snapshot

- Trial Balance is a statement (not an account, not a book of original entry)
listing ledger balances/totals to verify the arithmetical accuracy of posting
under the double-entry system (NCERT §6.1, p. 180).

- It is the bridge between the ledger and the financial statements — a tallied TB
is the first step toward preparing the Trading, P&L and Balance Sheet (NCERT
§6.2.3, p. 183).

- Agreement of the TB is not conclusive proof of accuracy: errors of principle,
complete omission, compensating errors and wrong-account postings all leave
the TB tallied (NCERT §6.4, p. 189).

- Errors are classified as Commission, Omission (complete / partial), Principle
and Compensating; for rectification they are sorted into those that affect the
TB (one-sided) and those that do not (two-sided) (NCERT §6.4-§6.6, p.
189-202).

- One-sided errors are routed through a Suspense Account so financial
statements can still be prepared while the search continues (NCERT §6.6.2, p.
197-198).

- A tallied TB feeds into keac201 (Financial Statements [) directly.

L Detailed Notes

2.1 Core concepts

A Trial Balance (TB) is defined as "a statement showing the balances, or totals of
debits and credits, of all ledger accounts" prepared to verify the arithmetical accuracy
of posting (NCERT §6.1, p. 180). It is not an account and not a book of original entry —
a distinction CUET tests repeatedly. The standard format (Fig. 6.1, p. 181) has three
columns: Account Title, L.F. (Ledger Folio), Debit Balance, and Credit Balance. TBs are
normally prepared at the end of the accounting year but may also be prepared monthly,
quarterly or half-yearly to keep posting errors at bay (NCERT §6.1, p. 181). The first
systematic skill a student must internalise is the normal balances rule illustrated in
Fig. 6.2 (p. 182): all assets, expenses, losses, drawings, debtors, purchases and sales-
returns carry debit balances; all liabilities, capital, revenues, gains, creditors, sales and
purchase-returns carry credit balances. Memorising this asymmetry is the fastest way
to spot a misplaced figure on a draft TB.
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A TB is prepared with three objectives (NCERT §6.2, p. 181): (i) to ascertain the
arithmetical accuracy of ledger accounts, (ii) to help in locating errors, and (iii) to help in
the preparation of financial statements. The third objective is operationalised in §6.2.3
(p. 183): all revenue and expense balances flow into the Trading and P&L Account; all
liabilities, capital and asset balances flow into the Balance Sheet. A tallied TB therefore
lets the firm move directly to year-end statements without having to revisit individual
ledger accounts.

There are three methods of preparation (NCERT §6.3, p. 184). The Totals Method
(86.3.1) shows the total of the debit side and the total of the credit side of each
ledger account separately; it is not widely used because it does not directly help
prepare financial statements. The Balances Method (§6.3.2) is the most widely used
in practice — it shows only the net balance of each ledger account. The Totals-cum-
Balances Method (8§ 6.3.3) uses four amount columns (debit total, credit total, debit
balance, credit balance) but is time-consuming and adds no special value. CUET MCQs
frequently ask which method is "most widely used" — the answer is the Balances
method.

The limitations of agreement (§6.4, p. 189) are central. A tallied TB proves only that
the arithmetic of posting is correct; it does not guarantee that the underlying entry is
correct. Several kinds of errors escape detection by the TB. Errors of Commission
(86.4.2, p. 189) include wrong posting, wrong totalling (casting), wrong balancing,
wrong casting of subsidiary books and wrong recording of an amount in books of
original entry. Most errors of commission do affect the TB and are therefore detectable,
but a few — like recording a wrong amount in both the debit and credit side of a journal
entry — do not.

Errors of Omission (§6.4.3, p. 190) split into two important sub-cases. A complete
omission — the transaction is missed entirely from the books of original entry — does
not affect the TB because both the debit and credit are missing equally. A partial
omission — the transaction is recorded in the subsidiary book but one side of the
posting to the ledger is missed — does affect the TB. This distinction is one of the most
heavily tested in CUET.

Errors of Principle (§6.4.4, p. 190) arise from a wrong classification between capital
and revenue items — for example, debiting the cost of installing a new machine to
Wages A/c instead of Machinery A/c, or debiting the purchase of a fixed asset to the
Purchases A/c. Such errors violate accounting principles but do not affect the TB
because the entry is still arithmetically balanced. Compensating Errors (§86.4.5, p.
190-191) are two or more errors whose net effect on debits and credits is nil — they
cancel each other out and leave the TB tallied.

Searching for errors (§6.5, p. 191). When the TB does not tally, follow a systematic
search: recast totals; compare with the ledger; re-verify the balancing of accounts;
check the postings of the subsidiary books. Two arithmetical hints are useful — if the
difference is divisible by 2, a wrong-side posting of half the amount may be the culprit;
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if the difference is divisible by 9, a transposition of figures (e.g., 540 written as 450) is

likely.

Rectification of Errors (86.6, p. 192) sorts errors into two categories. Two-sided
errors — those that do not affect the TB (complete omissions, errors of principle,
compensating errors, errors of commission where both sides are wrong by the same
amount) — are rectified by a normal journal entry that cancels the wrong debit/credit
and restores the correct one. One-sided errors — those that affect the TB (partial
omissions, wrong casting of subsidiary books, wrong balancing, single-side posting
errors) — are rectified through a Suspense Account (§6.6.2, p. 197-198).

The Suspense Account is a temporary account opened when the TB does not tally.
The difference is placed on the shorter side of the TB and labelled "Suspense Account"
so that the TB tallies and financial statements can still be prepared while the firm
continues to look for the errors. As errors are located, the Suspense A/c is debited or
credited accordingly; ideally it is closed out (zero balance) once all errors are found. If a
residual balance remains, more one-sided errors are still undetected and the balance is
carried forward to the next period. NCERT's worked lllustration 6 (p. 212) demonstrates
a Suspense A/c that still shows a ¥17,400 debit balance after rectification — proof that

some errors remain.

Steps to rectify one-sided errors via Suspense (NCERT §6.6.2, p. 199). (i)
Identify the affected account. (ii) Determine whether the account has been wrongly
debited too much / credited too little (excess debit / short credit) or wrongly credited
too much / debited too little (excess credit / short debit). (iii) If excess debit / short
credit — credit the account; if excess credit / short debit — debit the account. (iv)
Complete the entry by routing the opposite side through Suspense A/c.

Rectification in the next year (§6.6.3, p. 202). Errors of one year detected next
year cannot be rectified through the original expense/income accounts (which have
already been closed), so a Profit and Loss Adjustment Account is used instead — its
closing balance is transferred to Capital so as not to distort the next year's P&L. This
treatment is the same as the past-adjustment route used in partnership accounting
(leac101).

2.2 Definitions to memorise

Trial Balance Statement showing the balances or totals of debits and 180
credits of all ledger accounts to verify the arithmetical
accuracy of posting (NCERT §6.1).

Balances Method Method of preparing TB showing only the net balance of each 184
ledger account; most widely used (NCERT §6.3.2).

Totals Method Method showing the total of debit and credit side of each 184
ledger account separately (NCERT §6.3.1).
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Totals-cum-Balances Method combining both — four amount columns; not widely 184

Method used (NCERT §6.3.3).

Error of Commission Wrong posting, totalling, balancing, casting or recording of 189
amounts in original books (NCERT §6.4.2).

Error of Complete A transaction entirely omitted from the books of original 190

Omission entry; does not affect TB (NCERT §6.4.3).

Error of Partial Transaction recorded in the subsidiary book but posting to 190

Omission the ledger missed; affects TB (NCERT §6.4.3).

Error of Principle Wrong classification between capital and revenue items; 190
violates accounting principle; does not affect TB (NCERT
§6.4.4).

Compensating Errors ~ Two or more errors whose net effect on debits and credits is 190
nil; do not affect TB (NCERT §6.4.5).

One-sided Error Error affecting only one side of the ledger; affects TB; 192
rectified through Suspense A/c (NCERT §6.6).

Two-sided Error Error involving both debit and credit; does not affect TB; 192
rectified by a normal journal entry (NCERT §6.6).

Suspense Account Temporary account holding the difference of an untallied TB 197
until errors are located (NCERT §6.6.2).

Profit and Loss Account used to rectify errors of one year detected in the 202

Adjustment Account next year, to avoid impact on the new year's P&L (NCERT
§6.6.3).

Transposition Error Interchange of figures (e.g., 540 as 450); difference divisible 191
by 9 (NCERT §6.5).

Wrong-Side Posting Posting on the wrong side of an account; difference divisible 191
by 2 (NCERT §6.5).

Undercasting of Under-totalling of a subsidiary book; under-debits or under- 198

Subsidiary Book credits the impersonal account; one-sided (NCERT §6.6.2).

Overcasting of Over-totalling of a subsidiary book; over-debits or over-credits =198

Subsidiary Book the impersonal account; one-sided (NCERT §6.6.2).

L.F. column in TB Column showing the page number of the ledger account; aids = 181
cross-checking (NCERT §6.1 Fig. 6.1).

Normal Debit Balance  Balance natural to assets, expenses, drawings (NCERT Fig. 182
6.2).

Normal Credit Balance Balance natural to liabilities, capital, revenues (NCERT Fig. 182
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2.3 Diagrams / processes to remember

Fig. 6.1 — Standard 3-Column TB Format (NCERT p. 181). Account Title | L.F. |
Debit Balance (%) | Credit Balance (). The two amount columns must total to the same

figure for the TB to be said to "agree".

Fig. 6.2 — lllustrative TB (NCERT p. 182). Debit balances: assets (cash, stock,
debtors, furniture, machinery, prepaid expenses), expenses (wages, salary, rent,
depreciation), drawings, purchases, sales returns. Credit balances: capital, liabilities
(creditors, outstanding expenses, loans), revenues (sales, commission, interest received,
dividend received), purchase returns.

Three-Methods Comparison (NCERT p. 184-188). Same Rawat's ledger is
presented under Totals, Balances and Totals-cum-Balances methods to demonstrate
that the Balances method gives the cleanest input for financial statements.

Box 1 — Guiding Principles of Rectification (NCERT p. 202). Eleven default
assumptions about whether an error is in the original record, the side of posting, the
amount of posting, or the account itself. The student should be able to apply each
principle to a fresh scenario.

Suspense Account Skeleton (NCERT lllustrations 4-7, p. 207-214). Suspense A/c
is opened on the shorter side of the TB; one-sided rectifications run through it; the
account is closed when all errors are found; a residual balance means undetected
errors.

Process — Classifying an error. (i) Was the transaction recorded anywhere? If not —
complete omission (TB unaffected). (i) Was the amount correctly recorded in the
original book? If not — error of commission (often TB-affecting). (iii) Was the account
correctly chosen between a capital and a revenue head? If not — error of principle (TB
unaffected). (iv) Could two errors have cancelled out? — compensating (TB unaffected).
(v) Was a single side of the posting wrong? — one-sided error (TB-affecting; needs
Suspense).

Process — Rectifying a one-sided error via Suspense. (a) Identify the account that
was wrongly debited or credited. (b) Decide whether it had excess debit or excess
credit. (c) Reverse the excess (debit the account if it had excess credit; credit if it had
excess debit). (d) Route the opposite leg through Suspense A/c. (e) Once all such
entries have been made, the Suspense A/c should square off.

Process — Rectifying a two-sided error. (a) Identify the two accounts originally
affected. (b) Pass a journal entry that cancels the wrong debit (by crediting the
wrongly-debited account) and the wrong credit (by debiting the wrongly-credited
account), and simultaneously restores the correct debit and credit. (c) No Suspense A/c
is touched.
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2.4 Common confusions / NTA trap points

1. Complete vs Partial Omission. Complete = transaction not recorded anywhere —
does NOT affect TB. Partial = recorded but posting missed — DOES affect TB. NTA
loves this pair (NCERT §6.4.3, p. 190).

2. Error of Principle is NOT detected by TB. Wages for installation of machinery
debited to Wages A/c is a capital-revenue misclassification — TB still tallies (NCERT
§6.4.4, p. 190; lllustration 5, p. 209).

3. Suspense Account need not square off. A residual debit/credit balance can
persist after rectification — meaning more one-sided errors remain unlocated
(NCERT lllustration 6 Note, p. 212).

4. Direction of Suspense entry. Excess debit / short credit — credit the account &
debit Suspense; excess credit / short debit — debit the account & credit Suspense.
Inverting the direction is the single most common mistake (NCERT §6.6.2, p. 199).

5. Cash sales not recorded in cash book is an error of complete omission, NOT
commission (NCERT Test IV Q3, p. 215).

6. Trial balance is a statement, not an account or a book (NCERT Test IV Q8, p.
215).

7. Divisible by 2 vs divisible by 9 hint. /2 — posting to wrong side of half-difference
amount; /9 — transposition of figures (NCERT §6.5, p. 191).

8. Undercasting under-debits Purchases. Rectifying entry: Debit Purchases, Credit
Suspense (NCERT lllustration 4¢(ii), p. 208).

9. Repairs on second-hand machinery for use is capital expenditure debited to
Machinery A/c; debiting to Repairs A/c is an error of principle (NCERT §6.4.4, p.
190).

10. Compensating errors stay hidden. Even though they don't affect the TB, they
affect the individual account balances — so the financial statements may still be
wrong (NCERT §6.4.5, p. 191).

11. Rectification in the next year uses P&L Adjustment A/c. Not the original
revenue/expense account — that has already been closed (NCERT §6.6.3, p. 202).

12. A tallied TB is necessary but not sufficient. It proves arithmetical correctness
only — students sometimes call it "proof of accuracy", which it is not (NCERT §6.4, p.
189).

2.5 Journal entry templates

Rectification entries are the highest-yielding journal pattern in this chapter. The
templates below cover the canonical NCERT illustrations.

(a) One-sided — Purchases book undercast by ¥600 (NCERT lllustration 4(ii), p.
208)
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Mar 31  Purchases A/C ...eveveeecvenne.
To Suspense A/c 600

(Being purchases book undercast by ¥600, now rectified)

(b) Two-sided — credit sale to Mohan ¥10,000 not recorded anywhere
(complete omission)

N [ 0 X0

Mar Mohan A/C e 10,000
31

To Sales A/c 10,000

(Being credit sales to Mohan earlier omitted, now
recorded)

(c) Error of principle — wages for installation of machinery debited to Wages A/
¢ 5,000 (NCERT lllustration 5(i), p. 209)

Particulars L.F. | Dr.
(%) f)

Machinery A/C .ecceeeeenne 5,000
31

To Wages A/c 5,000

(Being capital expenditure earlier debited to Wages, now
correctly capitalised)

(d) Error of principle — credit purchase of furniture ¥40,000 recorded in
Purchases Book

N e [ 0 X0

ar Furniture A/C e 40,000
3]

To Purchases A/c 40,000

(Being credit purchase of furniture wrongly entered in
Purchases Book, now correctly classified)

(e) Partial omission — credit sale to Ram ¥2,500 entered in Sales Book but not
posted to Ram's account
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Particulars
f)
Ram A/C e, 2,500
31
To Suspense A/c 2,500

(Being posting of credit sale to Ram's account earlier
omitted, now rectified)

(f) Wrong-side posting — Discount Allowed ¥250 wrongly credited to Discount

I = Cr.
()
Mar Discount Allowed A/C .....ccveeeuueeee.
31

To Suspense A/c 500

(Being discount allowed wrongly credited; debit needed is 2 x
¥250 — once to cancel the wrong credit, once to record the

correct debit)

(g) Sales returns by Mohan ¥1,200 entered in the Sales Book

Particulars L.F. | Dr. Cr.
(3) (%)

Mar Sales A/C e 1,200
31
Sales Return A/C .veeeveeeeenee Dr. 1,200
To Mohan A/c 2,400

(Being sales return earlier wrongly entered in Sales Book —
cancel the wrong sale and the wrong debit to Mohan, then
record the correct return)

(h) Rectification in the next year — depreciation ¥4,000 omitted (NCERT §6.6.3,
p. 202)

Particulars L.F. | Dr. Cr.
(?) (?)

pr Profit and Loss Adjustment A/c ............ 4,000

To Machinery A/c 4,000
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Particulars L.F. | Dr. Cr.
(%) (%)

(Being depreciation of last year omitted — routed through P&L
Adjustment to avoid impact on current year's P&L; the
Adjustment A/c is later transferred to Capital)

@ Practice MCQs

Q1. The trial balance is best described as:

A. A subsidiary book of original entry

B. A statement showing the balances or totals of debits and credits of all ledger
accounts

C. A principal book recording day-to-day transactions

D. An account opened in the ledger to verify postings

Q2. Which of the following is **NOT** an objective of preparing a trial balance?

A. To ascertain the arithmetical accuracy of ledger accounts
B. To help in locating errors
C. To help in the preparation of financial statements

D. To record transactions in the order of their occurrence

Q3. Goods sold on credit to Mohan for ¥10,000 were not entered in the sales
book at all. This is an error of:

A. Partial omission — will affect the trial balance

B. Complete omission — will NOT affect the trial balance

C. Principle — will affect the trial balance

D. Commission — will affect the trial balance

& 12 more MCQs + answer key
Get UniDrill Pro - ¥199/year - unidrill.in/pricing
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nl PYQ Alignment

This chapter is a near-certain source of 6-8 MCQs every CUET cycle. Direct-recall
questions cover the definition of TB, its three objectives, the three methods of
preparation, and the limitations of agreement. Application-style items focus on classifying
a given error (commission / omission / principle / compensating), deciding whether it
affects the TB, and writing or identifying the rectifying journal entry — with Suspense
Account treatment being the highest-frequency sub-topic. Statement-based "Which of
the following will be detected by the trial balance?" and Suspense-balance interpretation
questions appear regularly. See /pyq/accountancy for drill sets.
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