Principles of Bookkeeping Controls (POBC) Revision Session

In today’s session we will be working through the following topics:
• Reconciling Control Accounts
• Correcting errors not disclosed by the Trial Balance
• Correcting errors disclosed by the Trial Balance using a Suspense Account














Reconciling Control Accounts
	[bookmark: _Hlk159874177]
	Receivables Ledger Control Account (Asset)
	

	Date
	Details
	£
	Date
	Details
	£

	
	Balance b/d
	
	
	Sales Returns
	

	
	Credit Sales x2
	
	
	Bank
	

	
	
	
	
	Discounts Allowed
	

	
	
	
	
	Irrecoverable Debt
	

	
	
	
	
	Balance c/d
	



	
	Payables Ledger Control Account (Liability)
	

	Date
	Details
	£
	Date
	Details
	£

	
	Purchases Returns
	200
	
	Balance b/d
	

	
	Bank
	XX
	
	Credit Purchases
	XX

	
	Discounts Received
	
	
	
	100

	
	Balance c/d
	
	
	
	















[bookmark: _Hlk213713245]Q1 – The following were the balances as at 1st October within the Payables Ledger:
· J Jones			£2,761 credit
· K King				£1,422 credit
· R Roberts			£3,995 credit
· T Thomas			£6,622 credit
· W Wilson			£2,904 credit

The PLCA on 1st October had credit entries amounting to £28,300 and debit entries amounting to £11,096.
a) Complete the reconciliation statement below by: 
· Inserting the balance of the PLCA
· Inserting the total of the balances in the Payables Ledger
· Calculating any difference

	Reconciliation Statement
	Amount £

	Payables Ledger Control Account balance
	

	Total of the balances in the Payables Ledger
	

	Difference
	



b) Which of the following reasons could explain the difference that has been calculated at a) above? 
	Error
	Reasons
	Yes/No

	Error 1
	Credit purchase has been omitted or under-cast in the Payables Ledger.
	

	Error 2
	Payments to credit suppliers have been omitted or under-cast in PLCA.
	

	Error 3
	Payments to credit suppliers have been omitted or under-cast in the Payables Ledger.
	

	Error 4
	Purchase return entered as a credit in Payables Ledger.
	


[bookmark: _Hlk213714259]Q2 – The RLCA shows a balance of £140,952 but the individual balances in the receivables ledger only add up to £141,668.
Which of the following would/would not explain the difference between the two balances?
	Reason
	Would explain the difference 
	Would not explain the difference 

	Receipt from a credit customer has been omitted in RLCA
	
	

	A sales invoice has been omitted from the RLCA
	
	

	A sales invoice has been entered twice in the RLCA
	
	














Errors not disclosed by the Trial Balance
There are a number of errors you need to know which cannot be picked up by the trial balance. These are:
· Error of Original Entry
· Error of Omission
· Reversal of Entries
· Error of Commission
· Error of Principle
· Compensating Errors















Error of Original Entry
The following entries have been made in the ledger accounts:
	
	Bank Account
	

	Date
	Details
	£
	Date
	Details
	£

	1 Oct
	Capital
	7,000.00
	2 Oct
	Purchases
	900.00

	11 Oct
	Sales
	1,200.00
	15 Oct
	Drawings
	175.00

	
	
	
	18 Oct
	Rent
	500.00

	
	
	
	
	
	



	
	Sales Account
	

	Date
	Details
	£
	Date
	Details
	£

	
	
	
	11 Oct
	Bank
	1,000.00

	
	
	
	
	
	



	
	VAT Account
	

	Date
	Details
	£
	Date
	Details
	£

	
	
	
	11 Oct
	Bank
	200.00

	
	
	
	
	
	



It has been discovered that the sale on the 11th October should have been £2,000.00 excluding VAT and not £1,000.00. 
a) Complete the journal entries to remove the incorrect entry. Remember to add a narrative to state what the correction is.




	JOURNAL 

	Date 20XX
	Ref
	Account Name
	DR
	CR

	10 Jan
	JNL 1
	
	
	

	
	
	
	
	

	
	
	
	
	



	JOURNAL 

	Date 20XX
	Ref
	Account Name
	DR
	CR

	10 Jan
	JNL 2
	
	
	

	
	
	
	
	

	
	
	
	
	














Error of Omission 

It has been discovered that a payment for stationery has not been posted into the accounts. This was for the amount of £504 including VAT. Complete the journal entries to record this transaction in the accounts. 

	
	Bank Account (asset)
	

	Date
	Details
	£
	Date
	Details
	£

	1 Oct
	Capital
	7,000.00
	2 Oct
	Purchases
	900.00

	11 Oct
	Sales
	1,200.00
	15 Oct
	Drawings
	175.00

	
	
	
	18 Oct
	Rent
	500.00

	
	
	
	
	
	



	
	Stationery Account (expense)
	

	Date
	Details
	£
	Date
	Details
	£

	
	
	
	
	
	

	
	
	
	
	

	



	
	VAT Account (liability)
	

	Date
	Details
	£
	Date
	Details
	£

	
	
	
	
	
	

	
	
	
	
	

	








	JOURNAL 

	Date 20XX
	Ref
	Account Name
	DR
	CR

	10 Jan
	JNL 1
	
	
	

	
	
	
	
	

	
	
	
	
	






















Reversal of Entries

A payment for rent has been incorrectly posted in the accounts. Both entries in each of the respective accounts have been posted on the wrong side of the account but for the correct amounts. Complete the journal entry below to remove the incorrect entry and post the correct entry in each account. 

	
	Bank Account
	

	Date
	Details
	£
	Date
	Details
	£

	4 Oct
	Sales
	600.00
	2 Oct
	Purchases
	920.00

	11 Oct
	Sales
	1,200.00
	15 Oct
	Drawings
	125.00

	24 Oct

	Rent

	200.00

	
	
	

	
	
	
	
	
	



	
	Rent Account (expense)
	

	Date
	Details
	£
	Date
	Details
	£

	
	
	
	24 Oct

	Bank

	200.00


	
	
	
	
	

	













	JOURNAL 

	Date 20XX
	Ref
	Account Name
	DR
	CR

	10 Jan
	JNL 1
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



	JOURNAL 

	Date 20XX
	Ref
	Account Name
	DR
	CR

	10 Jan
	JNL 2
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	







Error of Commission 

A business bought a new laptop for £600 but incorrectly recorded this in the Machinery account instead of the Computer Equipment account. VAT can be ignored in this question. Complete the journal entries to correct this error. 

	
	Bank Account
	

	Date
	Details
	£
	Date
	Details
	£

	1 Oct
	Capital
	7,000.00
	2 Oct
	Purchases
	900.00

	11 Oct
	Sales
	1,200.00
	15 Oct
	Drawings
	175.00

	
	
	
	18 Oct
	Machinery
	600.00

	
	
	
	
	
	



	
	Machinery Account
	

	Date
	Details
	£
	Date
	Details
	£

	18 Oct
	Bank
	600.00
	
	
	

	
	
	
	
	

	



	
	Computer Equipment Account
	

	Date
	Details
	£
	Date
	Details
	£

	
	
	
	
	
	

	
	
	
	
	

	









	JOURNAL 

	Date 20XX
	Ref
	Account Name
	DR
	CR

	10 Jan
	JNL 1
	
	
	

	
	
	
	
	

	
	
	
	
	






















Error of Principle

A payment for office stationery has been incorrectly recorded in the office furniture account. The amount is for £200 excluding VAT. Complete the journal entries below to correct the error.

	
	Bank Account
	

	Date
	Details
	£
	Date
	Details
	£

	1 Oct
	Capital
	7,000.00
	2 Oct
	Purchases
	900.00

	11 Oct
	Sales
	1,200.00
	15 Oct
	Drawings
	175.00

	
	
	
	16 Oct
	Office Furniture
	240.00

	
	
	
	
	
	



	
	VAT Account
	

	Date
	Details
	£
	Date
	Details
	£

	16 Oct
	Bank
	40.00
	
	
	



	
	Office Furniture Account (asset)
	

	Date
	Details
	£
	Date
	Details
	£

	16 Oct
	Bank
	200.00
	
	
	

	
	
	
	
	

	



	
	Office Stationery Account (expense)
	

	Date
	Details
	£
	Date
	Details
	£

	
	
	
	
	
	

	
	
	
	
	

	



	JOURNAL 

	Date 20XX
	Ref
	Account Name
	DR
	CR

	10 Jan
	JNL 1
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	






















Compensating Error

A business is balancing off the accounts at the end of the month and it has been identified that both the Wages account and Sales account are undercast by £150. Complete the journal entries below to correct this error.

	
	Wages Account
	

	Date
	Details
	£
	Date
	Details
	£

	31 Oct
	Bank
	15,820.00
	
	
	

	
	
	
	
	
	



	
	Sales Account
	

	Date
	Details
	£
	Date
	Details
	£

	
	
	
	31 Oct
	Bank
	29,900.00

	
	
	
	
	
	




	JOURNAL 

	Date 20XX
	Ref
	Account Name
	DR
	CR

	10 Jan
	JNL 1
	
	
	

	
	
	
	
	

	
	
	
	
	






Errors disclosed by the Trial Balance using a Suspense Account
At the end of December, a business extracted an initial trial balance which did not balance and a suspense account was opened with £10,500 credit balance. 
After some investigating was completed, the following errors were identified. 
1. Credit Sales were made for £12,000 including VAT. The Gross and VAT amounts have been correctly entered into the accounts but the Net amount has not been posted into the accounts. 
2. Purchases Returns have been undercast by £100. The correct entries have been made in the VAT account and PLCA. 
3. A payment to a supplier has been entered on the debit side of the Bank account for £200. The other entries have been posted correctly. 
Correct the above errors by making the necessary adjustments to each account and show the updated balances in the new trial balance below. You should also clear the suspense account balance and both sides of the trial balance should match up. 
	[bookmark: _Hlk213769017]Account Name
	Debit £
	Credit £

	Suspense
	
	

	Sales
	
	



	Account Name
	Debit £
	Credit £

	Suspense
	
	

	Purchases Returns
	
	



	Account Name
	Debit £
	Credit £

	Suspense
	
	

	Bank
	
	



	 
	Extracted balances on 31 Dec
	Balances at
 31-Dec

	Details
	 
	DR £
	CR £

	Equipment
	31,699
	31,699
	 

	Fixtures and Fittings
	4,185
	8,752
	 

	Inventory
	11,000
	11,000
	 

	Bank (Overdrawn)
	1,290
	 
	1,290

	Petty cash
	450
	800
	 

	RLCA
	71,835
	71,835
	 

	PLCA
	33,474
	 
	33,474

	VAT liability
	5,664
	 
	5,664

	Capital
	65,000
	 
	65,000

	Sales
	398,774
	 
	398,774

	Purchases
	271,922
	288,008
	 

	Purchase returns
	1,955
	 
	1,955

	Wages
	69,690
	69,690
	 

	Motor expenses
	4,664
	5,665
	 

	Office expenses
	7,144
	7,144
	 

	Rent and rates
	7,935
	7,935
	 

	Heat and light
	3,199
	3,199
	 

	Telephone
	9,225
	9,225
	 

	Misc expenses
	1,705
	1,705
	 

	Suspense
	10,500
	
	10,500

	TOTAL
	 
	516,657
	516,657



	
	

	[bookmark: _Hlk62830270]
	



