
Certainly! Here are five additional Leaving Cert style questions related to the topic of "suspense" in accounting, along with solutions:
Question 1: (a) Explain the significance of clearing the suspense account before finalizing financial statements. (10 marks)
(b) The following errors were identified in the books of ABC Ltd. Provide the necessary journal entries to correct these errors, including the use of a suspense account where appropriate. (20 marks)
1. A sales transaction of €2,000 was completely omitted from the records.
2. A payment of €1,500 for rent was incorrectly recorded as a purchase of office supplies.
3. A credit sale of €3,000 was recorded twice in the sales journal.
Solution 1: (a) Clearing the suspense account is crucial before finalizing financial statements to ensure accurate and reliable financial reporting. It helps in presenting a true and fair view of the company's financial position, and it eliminates the impact of temporary placeholders, providing transparency to stakeholders.
(b)
1. Debit Suspense €2,000 Credit Sales €2,000
2. Debit Office Supplies €1,500 Credit Rent Expense €1,500
3. Debit Suspense €3,000 Credit Sales €3,000

Question 2: (a) Discuss the potential effects of leaving transactions in the suspense account for an extended period. (10 marks)
(b) XYZ Ltd. identified errors in the recording of the following transactions. Provide the necessary journal entries to correct these errors, using a suspense account as needed. (20 marks)
1. A cash payment of €4,000 was posted to the wrong supplier's account.
2. A credit purchase of €1,800 was completely omitted from the books.
3. A payment of €2,500 for insurance was incorrectly recorded as an expense.
Solution 2: (a) Leaving transactions in the suspense account for an extended period can lead to distorted financial statements, mismanagement of financial resources, and misinformed decision-making. It may result in inaccurate financial reporting, affecting the company's credibility and investor confidence.
(b)
1. Debit Suspense €4,000 Credit Correct Supplier's Account €4,000
2. Debit Purchases €1,800 Credit Suspense €1,800
3. Debit Insurance Expense €2,500 Credit Suspense €2,500

Question 3: (a) Explain how the correction of errors using a suspense account impacts the trial balance. (10 marks)
(b) The following errors were found in the records of LMN Ltd. Provide the necessary journal entries to rectify these errors, incorporating the use of a suspense account where appropriate. (20 marks)
1. A payment of €3,500 for repairs was recorded as a debit to the machinery account.
2. A credit sale of €2,000 was mistakenly recorded as a debit to the accounts receivable account.
3. A cash receipt of €1,200 was omitted from the books.
Solution 3: (a) The correction of errors using a suspense account ensures that the trial balance remains in balance. The suspense account acts as a temporary placeholder until errors are identified and rectified, preventing imbalances in the financial records.
(b)
1. Debit Repairs Expense €3,500 Credit Machinery €3,500
2. Debit Accounts Receivable €2,000 Credit Suspense €2,000
3. Debit Cash €1,200 Credit Suspense €1,200

Question 4: (a) Analyze the potential impact of errors in the suspense account on the accuracy of financial ratios. (10 marks)
(b) DEF Ltd. encountered the following errors. Provide the necessary journal entries to correct these errors, utilizing a suspense account where applicable. (20 marks)
1. A cash sale of €5,000 was recorded twice in the sales journal.
2. A payment of €2,200 for utilities was completely omitted from the books.
3. A credit purchase of €1,000 was incorrectly posted as a debit to the accounts payable account.
Solution 4: (a) Errors in the suspense account can distort financial ratios, affecting the interpretation of a company's financial performance. Ratios like the current ratio and net profit margin may be inaccurately calculated if errors in the suspense account are not corrected.
(b)
1. Debit Sales €5,000 Credit Suspense €5,000
2. Debit Utilities Expense €2,200 Credit Suspense €2,200
3. Debit Accounts Payable €1,000 Credit Suspense €1,000

Question 5: (a) Elaborate on the role of the suspense account in the context of adjusting entries. (10 marks)
(b) GHI Company discovered the following errors. Provide the necessary journal entries to rectify these errors, incorporating a suspense account as needed. (20 marks)
1. A prepaid expense of €1,800 was not considered when preparing adjusting entries.
2. A credit sale of €3,500 was recorded, but the revenue was not recognized in the accounts.
3. A cash payment of €2,000 was recorded as an expense but was related to the acquisition of an asset.
Solution 5: (a) The suspense account plays a crucial role in adjusting entries by providing a temporary holding place for transactions that need correction before finalizing financial statements. It facilitates the accurate recognition of revenues and expenses and ensures that financial statements reflect the economic reality of the business.
(b)
1. Debit Prepaid Expense €1,800 Credit Suspense €1,800
2. Debit Accounts Receivable €3,500 Credit Suspense €3,500
3. Debit Asset (appropriate account) €2,000 Credit Suspense €2,000
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