Preparing the Adjusted Trial Balance
· The adjusted trial balance is prepared after all adjusting entries have been journalized and posted.

· The adjusted trial balance proves the equality of the total debit balances and the total credit balances in the ledger, after all adjustments have been made.

· Financial statements can be prepared directly from an adjusted trial balance. 

· The income statement is prepared from the revenue and expense accounts. 

· The statement of owner’s equity is derived from the capital and drawings accounts, and from the net income or loss from the income statement. 

· The balance sheet is prepared from the asset and liability accounts and ending owner’s capital balance, as reported in the statement of owner’s equity.
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Adjusted trial balance




Preparing Financial Statements from the Trial Balance
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Adjusted Trial Balance

October 31, 2008

Cash §15,200
Accounts receivable 200
Advertising supplies 1,000
Prepaid insurance 550
Office equipment 5,000
Accumulated amortization—

Notes payable
Accounts payable
Unearned revenue
Salaries payable
Interest payable
C. Byrd, capital

. Byrd, drawings
Service revenue
Advertising supplies expense 1,5
Amortization expense
Insurance expense
Salaries expense 5
Rent expense
Interest expense

offce equipment 5

Debit__Credit

PIONEER ADVERTISING AGENCY
Income Statement
Month Ended October 31, 2008

Revenues
Service revenue

Expenses
Advertising supplies expense $1,500
Amortization expense 8

Insurance expense 50
Salaries expense 6,000
Rent expense 900
Interest expense 25

Total expenses

Net income

$10,600

8.558

PIONEER ADVERTISING AGENCY
Statement of Owner's Equity.
Month Ended October 31, 2008

C. Byrd, capital, October 1
Add: Investments
Net income

Less: Drawings
C. Byrd, eapital, October 31
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Preparation of the income statement and statement of owner's equity from the adjusted trial balance
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Adjusted Trial Balance
October 31, 2008

Cash
Accounts receivable
Advertising supplies 1
Prepaid insurance
Office equipment 5,
Accumulated amortization—

office equipment $
Notes payable 5,
Accounts payable
Unearned revenue
Salaries payable
Interest payable
C. Byrd, capital
C. Byrd, drawings 500
Service revenue
Advertising supplies expense 1,500

Amortization expense 83
Insurance expense 50
Salaries expense 6,000
Rent expense 900
Interest expense 25

SIS

PIONEER ADVERTISING AGENCY
Balance Sheet
October 31,2008

Assets

Cash

Accounts receivable

Advertising supplies

Prepaid insurance

Office equipment $5,000

Less: Accumulated amortization 83
Total assets

Liabilities and Owner's Equity
Liabilities

Notes payable

Accounts payable

Unearned revenue

Salaries payable

Interest payable

Total liabilities

Owner's equity.
C. Byrd, capital
Total liabilities and owner's equity.

$15,200
200
1,000
550
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Preparation of the balance sheet from the adjusted trial balance




