SPCS Form Four

Principles of Accounts


Exercises on

Suspense Account & Correction of Errors – Part I

SUSPENSE_EX01

	
	
	Debit ($)
	Credit ($)
	Net Profit ($)

	1
	Purchases of $600 by cheque from C. Pang completely omitted from the books.
	Purchases

($600)
	Bank

($600)
	Overstated

	2
	A sale of goods of $678 to H. Luen had been entered in H. Lui’s account.
	H. Luen

($678)
	H. Lui

($678)
	N/A

	3
	The purchase of a machine on credit from L. Po for $4,390 had been completely omitted from the books.
	Machinery

($4,390)
	L. Po

($4,390)
	Overstated

(Depreciation)

	4
	The purchase of a motor van $38,000 had been entered in error in the motor expenses account.
	Motor van

($38,000)
	Motor expenses

($38,000)
	Understated

	5
	A sale of $250 to Frederick had been entered in the books, both debit and credit, as $205.
	Frederick

($250 – $205)
	Sales

($45)
	Understated

	6
	Commission received $257 had been entered in error in the sales account.
	Sales

($257)
	Commission received
	N/A

	7
	Cheque paid to H. Kwong $89 entered on the debit side of the bank account and the credit side of H. Kwong’s account.
	H. Kwong

($89 x 2)
	Bank

($178)
	N/A

	8
	Chang issues a cheque for $160 in respect of rent due to his landlord.  Of this amount, one hundred dollar is for rent of Chang’s private apartment and the balance is rent of his business premises.  This transaction is completely omitted from his accounting records.
	Drawings

($100)

Rent

($60)
	Bank

($160)
	Overstated



	9
	Returns inwards of $1,000 from Chan was omitted in his accounting records.
	Returns inwards

($1,000)
	Chan

($1,000)
	Overstated

	10
	The wages and salaries figure includes $1,010 paid for work done on Cheng’s private residence.
	Drawings

($1,010)
	Wages and salaries

($1,010)
	Understated

	11
	No entries have been made for the goods taken for own use amounting to $1,033.
	Drawings

($1,033)
	Purchases

($1,033)
	Understated

	12
	P. Lam paid us by cheque $50 was correctly entered in the bank account, but it is entered by mistake in the account of P. Lau.
	P. Lam

($50)
	P. Lau

($50)
	N/A

	13
	Sales of $150 to T. Lok has been entered as $130 in both debit and credit entry.
	T. Lok

($150 - $130)
	Sales

($20)
	Understated

	14
	Payment of $200 by cheque to Mr. Cheung was incorrectly credited to his account and debited to bank account.
	Mr. Cheung

($200 x 2)
	Bank

($400)
	N/A

	15
	Goods taken for own use $250 have been debited to purchases account and credited to drawings account.
	Drawings

($250 x 2)
	Purchases

($500)
	Understated

	16
	A loan from Mr. X $5,000 has been entered on the credit side of the capital account.
	Capital

($5,000)
	Loan – Mr. X

($5,000)
	N/A

(Loan interest *)

	17
	Returns inwards of $833 have been entered on the debit side of the returns outwards account.
	Returns inwards

($833)
	Returns outwards

($833)
	N/A



	18
	Goods amounting to $620 returned to a supplier have not been recorded.
	Supplier

($620)
	Returns outwards

($620)
	Overstated

	19
	A credit purchase of $7,667 from Mr. B was entered as $6,776 in both purchases and Mr. B’s account.
	Purchases

($7,667 - $6,776)
	Mr. B

($891)
	Overstated

	20
	Goods returned by Mr. C of $124 has been credited to returns outwards account and debited to Mr. C’s account.
	Returns inwards ($124)

Returns outwards

($124)
	Mr. C.

($248)
	Overstated


SUSPENSE_EX02

When the accountant of CC Ltd. extracted a trial balance as at 31 December 2005, its totals did not agree.  However, a trading and profit and loss account had been prepared and a net profit of $479,280 was shown.

All the errors, which had been made in 2005, were discovered in the following year:

1. Discounts of $840 allowed to a debtor, H. Tong, had been posted to the wrong side of the discounts allowed account.

2. The rent account had been undercast by $1,000.

3. A purchases invoice for $279 had been completely omitted from the books.

4. A total of $12,800 paid for wages had been incorrectly debited to the buildings account.

5. A receipt of bank interest, $390, had been correctly entered in the cash book but nowhere else.

6. A payment of $1,556 to a creditor, D. Chen, had been entered in D. Chan’s account.

7. A payment for motor expenses of $377 had been entered in the motor vehicles’ account.

8. Returns from customers costing $1,999 had been entered in the personal accounts only.

9. A receipt of $940 from a debtor, C. Bau, had been correctly recorded in the cash book, but had been entered in his personal account as $490.

10. A petty cash balance of $116 had been omitted from the trial balance.

Required:

(a) Prepare journal entries to record the above corrections.

(b) Show the corrections in the suspense account.

(c) Calculate the corrected figure of net profit.  (Ignore depreciation)
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