A8 Control System

Chapter 20 Correction of Errors [ll]:

Balance Agreement

Suspense account

1 Casting error in a book of original entry

4  Incorrect casting of an account
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2 Single entry

Name :
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f5]F: Correct the following errors: draft net profit $25,800, draft working capital $20,000.

(i)  Purchases were overcast by $1,000.
(i) A cheque of $450 paid for rates was correctly entered in the cash book, but had not been posted to any

ledger account.

(ili) Discounts allowed amounting to $1,700 were credited to the discounts received account.

Class:

Errors Affecting Trial

3 Double entry of unequal amounts

(iv) A cheque receipt of $1,500 from a debtor, L Kwai, had been correctly recorded in the cash book but had
not been posted to L Kwai’s account.

(v) Drawings of $305 were credited to the capital account.

(vi) A cheque of $170 payable to C Chang was entered in the cash book but not in the personal account.
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Error Entries Net profit Reason
Credit entries of expenses, revenues Increase 1. Expenses overcast / 2. Revenues undercount
Debit entries of expenses, revenues Decrease 1. Expenses undercount / 2. Revenues overcast
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Error Entries

Working capital

Reason

Debit entries of current assets and current liabilities Increase

1. Current Assets undercount / 2. Current liabilities overcast

Credit entries of current assets and current liabilities Decrease

1. Current Assets overcast / 2. Current liabilities undercount




