SPCS Form Four

Principles of Accounts


Name: 




(
)

Class: 



Unit Test: Correction of Errors

The trial balance of Wang Limited as at 31 March 2003 failed to agree and the difference was debited to a suspense account.  The draft net profit for the year amounted to $183,496.  

Section A:

For each of the errors below, indicate the correcting entries needed by writing the account(s) to be debited and the account(s) to be credited in the columns provided.  Write down the amount to be entered under each account.

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

	1
	Credit sales to T. Chan for $20,000 had been correctly entered in the sales account but had not been recorded in the personal account.


	T. Chan

($20,000)
	Suspense

($20,000)
	N/A

	2
	Carriage outwards of $1,205 had been recorded as carriage inwards.


	Carriage outwards

($1,205)


	Carriage inwards

($1,205)
	N/A

	3
	The purchases journal had been overcast by $8,400.


	Suspense

($8,400)


	Purchases

($8,400)
	Understated

	4
	A creditor for $3,020 had been paid twice.  Both payments had been posted to the ledger.  However, the refund of the overpayment was recorded as cash sale.


	Sales

($3,020)
	Creditor

($3,020)


	Overstated

	5a
	On 1 April 2002, a cash sale of furniture for $9,150 had been recorded as a cash sale of goods.  No other entries in respect of this transaction had been made.  The company had provided for depreciation at the rate of 20% on the cost of this furniture at 31 March 2003.  The furniture cost $24,000 and had a provision for depreciation of $14,400 at 31 March 2002.


	Sales

($9,150)

Provision for depreciation

($14,400)

Profit and loss

($450)


	Furniture

($24,000)
	Overstated



	5b
	
	Provision for depreciation

($24,000 x 20%)


	Profit and loss account

($4,800)
	Understated

	6
	Returns outwards of $300 to Y. Lee had been recorded only in the personal account.


	Suspense

($300)
	Returns outwards

($300)
	Understated

	7
	Bad debts written off amounting to $1,232 had been credited to the commission revenue account only.


	Bad debts

($1,232)

Commission revenue

($1,232)


	Debtors

($1,232)

Suspense

($1,232)
	Overstated

($1,232 x 2)



	8
	Drawings of goods amounting to $4,235 had been completely omitted from the accounting records.


	Drawings

($4,235)
	Purchases

($4,235)
	Understated

	9
	Discounts received of $210 had been recorded as $120. 
	Suspense

($210 - $120)


	Discounts received

($90)


	Understated


Section A:   
           /12

Section B:

Draw up the suspense account.

	Suspense account

	2003

Mar. 31


	Balance b/d

(Difference in trial balance)
	$

12,442
	2003

Mar. 31
	T. Chan (1)
	$

20,000

	“
	Purchases (3)


	8,400
	“
	Commission received (7)
	1,232

	“
	Returns outwards (6)


	300
	
	
	

	“


	Discounts received (9)
	90
	
	
	

	
	
	2,1232
	
	
	2,1232
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Section C:

Prepare the statement to correct net profit for the year.

	Wang Limited

Statement of Corrected Net Profit

For the year ended 31 March 2003

	
	
	$
	$

	
	Draft net profit
	
	183,496

	Add:
	Purchases understated
	8,400
	

	
	Depreciation wrongly entered in Profit & Loss account
	4,800
	

	
	Returns outwards omitted
	300
	

	
	Purchases overstated
	4,235
	

	
	Discounts received understated
	90
	17,825

	
	
	
	201,321

	Less:
	Sales overcast
	3,020
	

	
	Bad debts omitted and wrongly treated as commission income

($1,232 x 2)
	2,464
	

	
	Loss on disposal of office furniture wrongly treated as sales

($9,150 + $450)
	9,600
	18,104

	
	Corrected net profit for the year
	
	183,217


Alternate answer to Item #5

	5a
	On 1 April 2002, a cash sale of furniture for $9,150 had been recorded as a cash sale of goods.  No other entries in respect of this transaction had been made.  The company had provided for depreciation at the rate of 20% on the cost of this furniture at 31 March 2003.  The furniture cost $24,000 and had a provision for depreciation of $14,400 at 31 March 2002.


	Sales

($9,150)

Disposal

($24,000)

Provision for depreciation

($14,400)

Profit and loss

($450)


	Furniture

($24,000)

Disposal

($14,850)

Suspense

($9,150)


	Overstated



	5b
	
	Provision for depreciation

($24,000 x 20%)


	Profit and loss account

($4,800)
	Understated
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