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Statement o Corrected Net Prafit
€ €
Orgial Net Profta per boks 1000
Add: Dicount received Gy 250
Purchases © 220] ss0
0
L Purchass Retums 1200
Inurance @ Y
Repuirs W 0,
Sales returns © 20 3210
Corrected Net Profit oy )

o
]

() ATral Balance i prepared inordert test the accuracy of doubl ey bookceping before
preparing Final Accounts. A Trial Balance shoukl have the same total o debits snd credits
S have the same amounis because under double criry bookkeeping every debit ety should
bave s corresponding credit ey

(@) Errors o revesled by a tral balance:
Ermorsoforiinal ety — errors made i books of frstentry
Ermorsof principl - ncorret las of account - etering an asset i an expene account
Ermorsof complete omision — where both debit and credi sre omitted
Ermorsof commission - posting t wrong account but o the correctside of coreet type o sccount
‘Compensatng erors — whereertos o cquel value cance each ther out
Reversal ofenries - where th debi etry ison the redi side snd th creit enty s on the debit
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7. Correction of errors and suspense account

“Th Tria Balace of C. McCathy, & moordeer, e sgre n 31/122009. The difrece was
et n 8 sspens acount an e fllowing Blance Sheet s prepard

Balance Shet s a1 31122009

Fixed Assets . . .
remses 0000
Equpnent 30000
Noor Vehices w0 s0om

Current Assets
Stk (inclding sisperse) 152400
Debors 39200
Cah Vo0

ey
(R T ————
Cndiors so000
Bank Ao o) s
Bisn
Finsnced by:
Capist. 50000
Netpori w1200
B0
Dravings ey
e}

On hecking he boks the fllowingeroes were dicovered:

() MeCarty sent chequefor €620 il elementof  busiess e of €660 an his s
recorded cotectly i he boks. Howerer, o enty hd been made i the books of the
Subscquent ibonouring of hischue ad he poyment o account of €300 cash b McCarty

() MeCarhy hd eturmed a motor ca reviously uchasd o e 0 €15600 fom  suplicr.
M Carty entered his transaction 5 €16,500 o th corct ides o the corec accouts i e
ladger. A e ot sbssquenly el from th sl howing a ansport har of 600
10 cover he castof e rtum. The any ety made i espectof i crdt e i et of
15000 i th creor'sacoumt.

() MeCary o a msor vhicle vlued a1 €300 n a draw. MeCarty gave his il o the
businss and ook s o vl o e s vl  €22.500 which was o b s o
vt purposcs Th oly enisy made i th 'S hooks egaing b vehicles i  dbit i
e s bk o £22.50.

(09 Cashpaymers o €45 for epis 1 cquipnen had been crdied o the crdiars accoune and
‘o e o the moto eheles sesoun.

() hege o £6250 pid by MeCarty ot of vt bk accoun fr 1S months i of
gt cqupment 9 o 3 1D32010 had ot b atre i o boks.

ouare required 0
(4 Joursie the pecesary comstions, Py
() Show th Supense Account. ©
(@) Prepne aSsement showing the corect et o, (a4
(@) Prepre  comctd Bance Shect @

(e 1dnuy thee difrent typesof xors hat affct the blanci of
Trial Bulance. 10
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Cerrection of ervers and suspense sccount

“The Trial Balance of L. O"Shea, aboutique owner, ailed 10 agree on 31/1202007. The diffrence
was enered in a suspense account and the following Balance Sheet was prepared:

Balance Sheet as st 31/1272007

Fined Assets: € s €
remises 40000
Motor Vehices 20000
Fumiture and cquipment 16000 436000
Corrent Awets
Stock 1700
Debuors 5600
Cash 320
50
Less: Current Lisblities
Creditors (inchuding suspense) 2200
Bank Sew 180 _sow
o)
Financed by:
Capial 100
Ad Net profit s
o0
Dravings XTI
frevey

On checkin the books,the following crors were discoversd:

A overdraftof €400 in the bank sccount had been brought down o th incorrctside ofthe
nominal ledger and consequently hadbeen enteed n th incorectside ofthe ral balanee.
Shea sold privately owned jewslley t0a debior of the business on credit for €2,800. This
ol had been reated i cror 5 cash sale ofstock. O'Shea ntended tht the proceeds of
his sale were to be etained inthe business,
A debtor who owed L. O'Shes €700 sent a cheque for €550 and €100 n cash in fll
Setlment, This was correetly catered inthe books. However,no cry had been made i the
books of the subsequent dishonouring ofthis heque o ofthe writing off of the remaining.
debtin ull because of bankruptey.
“Shea won a motor vhicle valued at €20,000 ina grand price draw. L O'Shea gave the
vehicle to the business nd fook an ld van rom the business valued a £8,000, which was to
be used fr private purposcs. The only catry made n the firm's books regarding both motor
vehicles was debit inthe cash book of €5,000.
(4) Cash payments of 160 fo repirs o the business motor vhicle and €100 fo repairs o
private motor vehicls had both b credited o the creditors ccount and also credited to
motor vehiles ccount.
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Journalise the necessary corrections.
Show the Suspense sccoun.

Prepare a Statement showing the correct Net profit.
Prepare acorrected Balance Sheet
Explainvith examples what i meant by:

@ Error of Commission;

50

©
a9
)

a0
(100 marks)
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Correction of errors and swspense account

“The Trial Balance of M. O"Meara, a garage awner,fild 10 agree on 31/12/2005. The difference was
entered n s Suspense Account and the following Balance Sheet was prared.

Balance Sheet as at 31122005

Fixed Assets € € €
bremises 700000
Equipment 000
Fumiture 20000 780000

Curreat Assets
Stock (ncluding suspense) 91400
Debiors 35200
Cash 00

00

Less: Current Liabilties
Creditors 54000
Bank W00 200 5100

)

Financed by:

“Captal 790000
Add: Netprofit 64100
54100
Drsvings. 200 25100
230

On chesking the books,the following erors were discoversd:

() A motor car,purchased on credtfrom . Foran fo €13,000, had been eniered on the
incorrectside of Foran's account a €1,300 and credited a5 €3,100 in the Equipment sccount.

() 0"Meara had retumned a motor car, previously purchased an crditfor €14,600 from a supplicr.
(O"Meara entered thi transaction a €16,400 o th corrctsids ofthe corect accounts i the edger.
A crdit note subsecuenty arivd from the supplice showing estocking charge of €500 tocover the
cost ofthe return. Theorly enty made in respect o thi credit note was  ceditof €14, 100 i the.
creditor’s sccount.

() A debior who owed O"Meara €1,000 sent a chegue for €800 and €150 i cash in full
Setlement, This was correetlyrocorded i the books. Hovever, no cniry has been made i the.
books of th subsequent dishonouring ofthis cheque or ofthe wrting off of he emaining debt i
Bl becouse of

(i) A prvate deb for €770, v by O"Mears,had been offet in ullagainsta business debt of €820
ovwed o the firm for car repais previously caried out. No riry had been made i the books in
respestofthisoffet.

() A chegue for €2,250 paid by 0"Mearaout of a privae bank account fo 15 monihs hire of dagnostic
quipment up to 31132006 had ot been enered n the books.
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Vou are required to:

@
®)
©
@
©

Joumalise the nesessry corrctions,

Show the Suspense Accoun.

Prepare a Statement showin the corret et profi.

Prepare a corteted Balance Sheet.

‘Explain vwith cxamples the difference between ‘rror of ommision” and
“ertorofprinciple”

50

©
a9
@)
a0

(100 marks)
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‘Correction of errors and swspense account
“The TrialBalance of . Craddock, a fumiture and carpet trader, faild 0 agre on 31/120003, The
diffrence was enterd in  Suspense Account and the following Balance Sheet was preparcd.

Balance Sheet as t 31/1272003

Fined Assets € €
bremies 650000
Fisures & ftings 2w 200

Corrent Assets
Stk (incluting suspersc) S0
Debuos 33300

a0
=0
200
Mo mow i
frsm)
730000
prevy
5300
26w 7es30
550

O checking the books,the following erors were discovered:

() Purmiture, purchased on cedit from J. Dolan for €16,500, had been ntered as €6,500 on the
incorrct sid of Dolan's account and credited as €1,650 i he Fitures & Fitings accoun.

(i) A debior who owed Craddock €900 senta cheque for €150 and €100 i cash in ful setlement.
“This was cometlyrecorded inth books. Howevernocatry had been made n the books of the
Subsequent dishonouring o this chegue or of the writing offofthe remaining debt n ull because
of bankruptey.

() Bedside Lockers, previously sod on redi for €340, had been returned to Craddock. These:

had been ncortctly entred ss €34 on the credit of the Fixtures & fitings account and 35
€40 onthe debitofthe Purchases sccourt.

() A prvate de for €1,600, owed by Craddock, had been offet i full aganst a businss debtof
11700, cwed to the irm forcarpet repais previously caricd out. No etry had been made i the
books in espeetofthisaffet,

() Craddock had returned fomitre,previously purchasd oncredi from  supplicr for €800, and
had catered this transaction inth rlevant edger accountsincorecly as €8880. However,
eredit note subsequently aived from the supplic in espectofth return showing a transport

o €200t cover the cost o the etur. The anly entry made n respectof thiscredt ot
s 8 credi of €8,600 i the exeditor’s account.
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You are required tox

(@) Journlise the necessary corretions.
(1) Shovw the Suspense Account.

(6) Prepar a Statement showing the corect nctproit.
(@) Prepar a correcied Balance Shect.

)
(0
13
)
(100 marks)




image18.png
®

Journal Eatries.

O Fires & Fitings 1650 ©
Purchses 1650 @
Crediorsoian Bow e
Suspease e
Beingcoction of ncoret ecoding of the
porchaseof fritar on credit

(@ Debioraccount we
Bunk sccoun e
Discount Alloved disliowod “we
B Debts skt we

‘Devor me
Being rocoriag ofdishonoring a cheqve and
rcording o s b debt.

() Fixtres and Fiings e
Purchacs
Suspense
Saos Retuns
Debtors e
Being ockes rtarned by customer etred icoretly
inthebooks

@) Drawings 160 @
Discount Allowed we
Detiors 100
Being rconing of an ofet o apivat de s by
Craddock sgainst  dobtowed by s customer o th firm,

®  Crstion s e
Suspesse 100
Purchaes Reums me
Beingcomcton o ncorrct ecrdin of . crdit e

g for st

Penalty o x 1 mark for each narracive mited

Suspense Account
€ €

Purchass O

Purchass @ 6

* Orgina aifrence 3410 Crotiors © ey

oo B




image14.png
©

@

‘Statementof Correct Net Prafit

Origoa e proft s per books
A Disentdslloms
Purchases

Less Purchass
Baddebs
Seles Retuns
Discoun lowed
Purchaes e
Correct NetProit-

Balance Sheet as st 31272003

Fised Assts
Premines

Fistres & Fitings 72000+ 1650 30)

Carrent Asets
Sk a0 37
Debiors 3300 1700-340)
Cash

ouns g due withia 1 year
200 5320 3 000)

@m0 750,
Financed by
Capal
b
Dravings s+ 100y

€

6580
17500

a0

«
5500000

_nae
s

208
e

570
e




image15.png
The Trial Balance of E Cagney,  grocer, failed 0 agree on 31/1202013. The difference was entered in.
 Suspense Accoun and the i Blace Shctwas preare.

Fixed Asets .
Premises
Equpment
Noor Vehies
Currem Asets
Stk (inclding sisperse)
Debiors
Cah

s Crditors: smouat e dc wthin 1 yor
Cndirs sts00
ey 2o

Baance Shetas.

s

57000

Bt ket

e

Financed by
Capist s10000

Al Netpotic

£

o720

Less Drawings @ ssom0

E

On checking the baok,the fllowing s were disoverd:

0

@

A debion, who owed Cagney €830, et chegue for €780 i fll et and i was ecorded
Conecty i he ook However, o ey was made i th boks of the susequent dishoncuring
of i chaguea ofthe closing ofthe deblor'sacount e he recept o a st il pyment
ity

Casney bod retied sods, ey putchased on crdi for €15,800from  spple

Catney cntered hs oo 5 €18.300 o the cotct idos o he crtec ccounts e
ladge, A it ot subseqenly arived rom the supplies showig  eiocin charge of
8000 cover th costof e retun. The oy oty made i respect of i credt e s &
credi of€15,000 i th creior'sacount.

()X chegue for 4,260 was e by Cagey out o pevse bk ccount 0 covr 1S monts

™

©

i of quipment for the busincs o3 NI, No ey b b mad n the books.
Cagney o v holday prize fo o wort €600 ol One ket had ben v
0 sacsprson a5 part ayment of sl commision ot th yearand e ter o an
Siverising fm o payment il of 4 deb of €350 N sy b b mace i the
bonks.

Casney's prvatecar vald at €680 s peesntd o the busines. He ok 3 sed reczer
o the bsiness or an agrecd vl of €100 e oy Sy mad nte ks was 8 et
F €400 i thecquipmentacount. The fecze had ook vlu of 1,300,

You e reqieed 0.
(@) Joamaise the ecesary corrcions. e
B Show the Suspers Aot ©
() Prepre sttt showingthe corect et proi. )
@ Prepns cocid Bance Shes. )

©

iy hee ypes o s et it e blacing f a Tral Blane. ©
(100 maris)




image35.png
Question7

©  Deosac a0
Bank e
Discountsllowed e - dsllowed
Bk @
B debis s i
‘Debarssic

Being rcontingof dishonoued cheque recelvd by

(Cogaey and e pyment 10 cet e €123 s and
il poymentof de 1]

®

g2 .0
=8

15000 1

Suspense.
gl dierence 20012 Credors puchass reums) 15000 121

Equpmen () 0zl




image12.png
© 4

Statement of Corrected et Profit
© «
Otgos Ne Proicas erbaoks #7200
Add Discoun disllowed () 50 fil
Discount received (v) =0 20
0
[ — @
Putchses Recurs (1) 3500 fil
Losson Freeestansacion ) 0 21
Renu e (i) 308 i)
Sslscommision (v) o g
CorrectNe Brfit- 35 1

‘Balance Sheet a5 at 31122013

.
Py

phe caon [

Nt 2000+ s50m S

el oatsd] ol oo
o s

T o e

e N e |

o oo bl

- pecl- e
L Crors: s ol e i

TS T 0

T Gmwte ) Harl men  me

o]

P \

o T —— o

s nr ZEh om

E
[ — woom o
s

o g

Ertors nflgues and adlion
Posting oly e side of thedoule ety
Eaterig one amoun o the dei sde of one edgraccoun and eneng 3 diffeent amouat
e e s i




image29.png
2. Correction of errors and suspense account

‘The Trial Balance of N. O°Connell, a garage owner, failed to agree on 31/12/2011. The difference was
entered in a Suspense Account and the final accounts were prepared which showed a net profit of
€41,000

On checking the books, the following errors and omissions were discovered:

() OConnell's private car valued at €7,000 was presented to the business. This car was
later sold on credit to a debtor of the business for €7,600. The sale had been treated as a
cash sale.

(if)  O"Connell had returned a motor car, previously purchased on credit from a supplier, for
€9,000 and had entered this transaction in the relevant ledger accounts incorrectly as
€9,900. However, a credit note subsequently arrived from a supplier showing a
restocking charge of €300 to cover the cost of the return. The only entry made in
respect of this credit note was a credit entry of €8,700 in the creditors account.

(iii) A private debt of €1,000 owed to O"Connell had been offset in full settlement against a
business debt of €1,260 owed by O"Connell. No entry had been made in the books in
respect of this transaction.

(iv) Payments from a business bank account for repairs to business premises €600 and
insurance of private dwelling €520 were entered correctly in the bank account but
respectively credited to premises account and credited to insurance account.

(v)  Car parts, previously sold on credit for €920, had been returned to O"Connell. These
retumns had been incorrectly entered as €20 on the credit of equipment account and as
€290 on the debit of purchases account.

Required:
(@) Journalise the necessary corrections. (40)
(b)  Prepare a statement showing the corrected net profit (14)
(€) () Whatis the purpose of preparing a Trial Balance?

(if) ~ State and explain two types of errors not revealed by the Trial Balance. ©)

(60 Marks)
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Question 2 - Correction of errors
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