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The Trail Balance of P. Curran, a draper , failed to agree on 31/12/1992 and the difference was 
entered in a Suspense Account and the following Balance Sheet was prepared.    

Balance Sheet as at 31/12/1992 
Fixed  Assets      
 Premises     130,000 
 Equipment     54,000 
      184,000 
Current  Assets      
 Stock  (including  Suspense)   106,000   
 Debtors     12,000   
 Cash   4,000   
    122,000   
Current  Liabilities      
 Trade Creditors 80,000     
 Bank 26,000  106,000  16,000 
      200,000 

Financed  By      
 Capital   180,000   
 Add:  Net  Profit   35,000   
    215,000   
 Less:  Drawings   15,000  200,000 
      200,000 

 

Note:   Amended the original Closing Stock from 110,000 to 106,000 in order to create a Cash figure of 4,000 
because one entry has the firm paying Cash and this seemed meaningless unless there was Cash. 

 

  



On examination of the books the following errors were revealed. 

I Payments of €180 and €320 made from the business bank account for private car repairs 
and shop equipment repairs respectively were both credited to equipment account. 
 

II A private debt of €510 owed by Curran had been offset in full settlement against a business 
debt of €530 owed to Curran.  No entry had been made in the books. 
 

III Curran agreed to sell a private motor car to a trade creditor of the business for €5,800.  On 
Curran’s instructions the creditor paid this amount directly to Curran’s business account in 
the bank.  The bookkeeper misunderstood the nature of the transaction and treated it as 
a credit purchase of stock.  No other entry had been made in the books. 
 

IV Goods previously sold to a debtor for €340 had been returned to Curran and entered in the 
books as €430.  However, Curran decided to apply a restocking charge of 10% to these 
returns and immediately credited the debtor with €387.  No other entry was made in the 
books in respect of the restocking charge. 
 

V Curran sent a cheque to a creditor for €600 in full settlement of a business debt of €630 
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 €120 
cash by Curran. 

 

You are required to: 

(a) Journalise the necessary corrections (48) 
(b) Show the Suspense Account (6) 
(c) Prepare a statement of Corrected/Revised Net Profit (18) 
(d) Prepare a corrected Balance Sheet (18) 
  (90 marks) 

 

 


