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Types of errors

• Errors of omission – where a transaction is completely omitted from 
the books. If we sold £90 goods to J Brewer, but did not enter it in 
either the sales or Brewer’s personal account, the trial balance would 
still ‘balance’.

• Errors of commission – this type of error occurs when the correct 
amount is entered but in the wrong person’s account, e.g. where a 
sale of £11 to C Green is entered in the account of K Green. It will be 
noted that the correct class of account was used, both the accounts 
concerned being personal accounts. 



Types of errors

• Errors of principle – where an item is entered in the wrong class of 
account, e.g. if purchase of a fixed asset, such as a van, is debited to 
an expenses account, such as motor expenses account. 

• Compensating errors – where errors cancel each other out. If the 
sales account was added up to be £10 too much and the purchases 
account was also added up to be £10 too much, then these two 
errors would cancel out in the trial balance. This is because the totals 
of both the debit side and the credit side of the trial balance will be 
£10 too much.



Types of errors

• Errors of original entry – where the original figure is incorrect, yet 
double entry is still observed using this incorrect figure. An instance 
of this could be where there were sales of £150 goods but an error is 
made in calculating the sales invoice. If it were calculated as £130, 
and £130 were credited as sales and £130 were debited to the 
personal account of the customer, the trial balance would still 
balance. 

• Complete reversal of entries – where the correct accounts are used 
but each item is shown on the wrong side of the account. Suppose we 
had paid a cheque to D Williams for £200, the double entry of which 
is Cr Bank £200, Dr D Williams £200. In error it is entered as Cr D 
Williams £200, Dr Bank £200. The trial balance totals will still agree. 



Types of errors

• Transposition errors – where the wrong sequence of the individual 
characters within a number was entered. For example, £142 entered 
instead of £124. This is quite a common error and is very difficult to 
spot when the error has occurred in both the debit and the credit 
entries, as the trial balance would still balance. (It is more common 
for this error to occur on one side of the double entry only.





Error of commission
A purchase of goods, £44 from C Simons, was entered in error in C 
Simpson’s account. To correct this, it must be cancelled out of C 
Simpson’s account, and then entered where it should be in C Simons’ 
account. The double entry will be:









Complete reversal of entries







Suspense account



Suspense account and the balance sheet

If the errors are not found before the financial statements are 
prepared, the suspense account balance will be included in the balance 
sheet. Where the balance is a credit balance, it should be included on 
the capital and liabilities side of the balance sheet. When the balance is 
a debit balance it should be shown on the assets side of the balance 
sheet.



Example 1
Assume that the error of £40 as shown in Exhibit 33.1 is found in the 
following year on 31 March 20X6. The error was that the sales account 
was undercast by £40. The action taken to correct this is: Debit 
suspense account to close it: £40. Credit sales account to show item 
where it should have been: £40. 



Example 2

• The trial balance on 31 December 20X6 had a difference of £168. It 
was a shortage on the debit side. A suspense account is opened, and 
the difference of £168 is entered on the debit side. On 31 May 20X7 
the error was found. We had made a payment of £168 to K Leek to 
close his account. It was correctly entered in the Cash Book, but was 
not entered in K Leek’s account. First of all (A), the account of K Leek 
is debited with £168, as it should have been in 20X6. Second (B), the 
suspense account is credited with £168 so that the account can be 
closed. 



Example 2







The effect of errors on profits



The effect of errors on profits







Where there have been several errors



Where there have been several errors


	Slide 1: Suspense Accounts
	Slide 2: Types of errors
	Slide 3: Types of errors
	Slide 4: Types of errors
	Slide 5: Types of errors
	Slide 6
	Slide 7: Error of commission
	Slide 8
	Slide 9
	Slide 10
	Slide 11: Complete reversal of entries
	Slide 12
	Slide 13
	Slide 14: Suspense account
	Slide 15: Suspense account and the balance sheet
	Slide 16: Example 1
	Slide 17: Example 2
	Slide 18: Example 2
	Slide 19
	Slide 20
	Slide 21: The effect of errors on proﬁts
	Slide 22: The effect of errors on proﬁts
	Slide 23
	Slide 24
	Slide 25: Where there have been several errors
	Slide 26: Where there have been several errors

