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The Trail Balance of R. Gillen, a grocer , failed to agree on 31/12/1994 and the difference was entered 
in a Suspense Account and the following Balance Sheet was prepared.   

  

Balance Sheet as at 31/12/1994 
Fixed  Assets      
 Premises     165,000 
 Equipment     33,000 
      198,000 
Current  Assets      
 Stock   94,000   
 Debtors    10,600   
 Cash   400   
    105,000   
Current  Liabilities      
 Creditors (including  Suspense) 72,000     
 Bank 19,000  91,000  14,000 
      212,000 

Financed  By      
 Capital   176,000   
 Add:  Net  Profit   42,000   
    218,000   
 Less:  Drawings   6,000  212,000 
      212,000 

 

  



On examination of the books the following errors were revealed. 

I Gillen sent a cheque for €520 in full settlement of a business debt of €560 and this was 
recorded correctly in the books.  However, no entry had been made in the books of the 
subsequent dishonouring of this cheque and the payment on account of €300 cash by 
Gillen. 
 

II Repairs to Premises €600 and repairs to private dwelling house €360 were paid out of the 
business bank account and credited to premises account. 
 

III A private debt of €390 owed by Gillen to a debtor of the business had been offset in full 
settlement against a business debt of €4000 owed to Gillen.  No entry had been made in 
the books. 
 

IV Gillen had given a private car, valued at €4,500, to a creditor of the business to offset, in 
full, a debt of €4,700.  This transaction had been treated in error as a credit purchase of 
stock for €4,500. 
 

V Goods previously sold to a debtor for €530 had been returned to Gillen and entered in the 
books in error as €350.  Subsequently, Gillen decided to apply a restocking charge of 10% 
to these returns and immediately credited the debtor with €315.  No other entry was made 
in the books in respect of this transaction 

 

You are required to: 

(a) Journalise the necessary corrections (50) 
(b) Show the Suspense Account (15) 
(c) Prepare a statement of Corrected/Revised Net Profit (15) 
(d) Prepare a corrected Balance Sheet (10) 
  (90 marks) 

 

 


