
 

 

DEBITORS & CREDITORS RECONCILIATIONS (LIVE)      14 MAY 2015 

Section A: Summary Content Notes 
An important part of managerial accounting is for a business to keep track of its debtors.  The Debtors 
Control account is the T-account that keeps a record of the total debtors in a business, and each debtor 
has his or her own account in the Debtors Ledger. 

Remember that transactions affecting debtors can be recorded in the following books: 

TRANSACTION JOURNAL SOURCE DOCUMENT 

A debtor buys on credit DJ Invoice 

A debtor pays his account CRJ Receipt 

A debtor is given a discount CRJ Receipt (discount allowed) 

A debtor returns goods or is given an allowance DAJ Credit note 

We charge a debtor interest GJ  

A debtor is written off GJ  

You will remember that we record transactions relating to debtors in two different ledgers: 

 The individual account of the debtor is recorded in the Debtors Ledger – this is the record of 
each individual debtor and provides us with the account that we send out to the debtors at the 
end of every month. 

 The totals of the individual debtors’ accounts are combined into a Debtors List at the end of 
the month. 

 The totals of the columns in the various journals are recorded in the Debtors Control account 
in the General Ledger 

At the end of every month, we need to reconcile the balances between the Debtors List and the Debtors 
Control account.  The Debtors Control account is an important internal control of the business because it 
keeps track of the total amount of money owed to us by our debtors and provides us with an additional 
check that we have recorded our transactions correctly.  We must check that the balance on the Debtors 
Control T-account (in the General Ledger) matches the balance on our Debtors List.  If it doesn’t, we have 
to perform an internal reconciliation – note that this is internal because it compares one part of our books 
(the Debtors Control account) to another part of our books (the Debtors List). 

  



 

 

Here is a summary of the possible differences between the Debtors List and the Debtors Control account 
and how to correct them. 

DIFFERENCE WHERE YOU SHOULD FIX IT 

A transaction was not recorded at all, e.g. an 
invoice was omitted from the debtors journal 

In BOTH the control account and the debtors list 
– this will not affect the reconciliation as the 
transaction was not recorded at all, but it will 
update the accounts. 

A transaction was recorded with an incorrect 
amount, e.g. a credit note was recorded as R720 
instead of R270  

In BOTH the control account and the debtors list 
– again, this will not affect the reconciliation as 
the transaction was not recorded at all, but it will 
update the accounts so that they are correct. 

The total of a journal was added up incorrectly or 
cast incorrectly, e.g. the total of the debtors 
allowances journal was undercast by R500 

In the Debtors Control account ONLY.  Fix the 
entry in the General Ledger by including the 
correct total – column totals are posted only to 
the General Ledger! 

A transaction was posted incorrectly to a debtor’s 
individual account, e.g. we paid a debtor R530 
and this was posted as R350 to his individual 
account 

In the Debtors List only – remember, items 
affecting the individual account of a debtor 
appear only in the Debtors Ledger and the 
Debtors List, not in the General Ledger. 

A transaction was posted to the WRONG SIDE of 
a debtor’s individual account 

DOUBLE the amount and post it on the correct 
side of the Debtors List.  The amount must be 
doubled because the incorrect entry must first be 
cancelled out and then the correct entry needs to 
be made. 

A transaction was posted to the WRONG SIDE of 
the General Ledger 

DOUBLE the amount and post it on the correct 
side of Debtors Control.  Again, the amount must 
be doubled because the incorrect entry must first 
be cancelled out and then the correct entry needs 
to be made. 

Age Analysis of Debtors 

An age analysis of debtors can be drawn up in order to monitor how long debtors have been owing. 

The credit control department can make use of the age analysis information to: 

 Send out statements 

 Determine bad debts 

 Determine provision for bad debts 

 Charge interest on outstanding accounts 

 Encourage debtors to pay accounts promptly  

 Offer discounts 

  



 

 

To draw up an Age Analysis of debtors, you need to remember the following five “Golden Rules” of Age 
Analysis: 

The Five Golden Rules of Age Analysis 

1. Add all invoices to the MOST CURRENT debt.  This means that if a debtor purchases stock from 
us, the purchase is added to the current month. 

2. Subtract all payments from the OLDEST DEBT first.  This means that, when a debtor pays off her 
account, we subtract the payment from the oldest debt first.  Suppose that a debtor owes R5 000 
of which R3 000 is current and R2 000 is 30 days old.  If she now pays us R4 000, we subtract it 
from the 30-day old debt first to cancel it out.  The remaining R2 000 is then subtracted from her 
current debt, so that the R1 000 she owes us is all current. 

3. Subtract returns from the RELEVANT INVOICE.  If a debtor returns stock, we do not subtract the 
return from the oldest debt.  Instead, we subtract it from the invoice that matches the stock that 
she is returning, i.e. the invoice that recorded the transaction when she purchased the stock that 
is being returned. 

4. When a debtor pays, we calculate his discount ONLY on the amount that is paying off his current 
debt.  Let’s say that a debtor owes R1 500 of which R1 000 is 30 days old.  Our policy is to grant 
10% discount on debts that are settled within 30 days.  Because only R500 of his debt is current, 
he can get a discount of only 10% of R500 (the remaining debt is over 30 days old!).  So his 
discount will be 10% of R500 = R50 (NOT 10% of R1 500, because R1 000 of that debt was not 
paid within 30 days and therefore doesn’t qualify for a discount). 

5. Add interest on overdue debt to the current month.  If you calculate interest, it is added to this 
month’s debt, not to the oldest debt. 

Section B: Exercises 

Question 1 

INFORMATION 

The following information relates to Atlantic Traders Ltd: 

1. The bookkeeper balanced the debtors control account on 28 February 2010 and calculated a 
balance of R24 900 she also totaled the debtors’ list and calculated a balance of R20 869. 

2. After a thorough investigation the following errors were discovered by the bookkeeper.  These errors 
must still be corrected. 

2.1 The debtors journal was undercast by R375. 

2.2 Goods sold on credit to G Glass on 11 January 2010 were in error recorded in the account of G 
Glasser. 

2.3 The correct total of the bank and discount allowed column in the Cash receipts journal is 
R51 005. 

2.4 Goods sold to debtor, T Toms, R140 was correctly recorded in the Debtors journal but was  
posted to the credit side of T Toms account in the debtors’ ledger. 

2.5 Interest must be charged to the overdue account of G Glasser. 

  



 

 

3.                                                    Atlantic Traders 

Debtors control account 

2010 

Feb 

 

01 

 

Balance 

 

b/d 

 

24 150 

2010 

Feb 

 

01 

 

Bank 

 

CPJ 

 

700 

 28 Sales DJ 52 000  28 Bank and 
discount allowed 

 

CRJ 

 

51 500 

 28 Debtors 
allowances 

 

DAJ 

 

2 600 

 28 Journal credits GJ 1 950 

 28 Journal debits GJ 300  28 Balance c/d 24 900 

    79 050     79 050 

Mar 01 Balance b/d 24 900      

 

STATEMENT OF ACCOUNT 

G Glasser                                                                                                          28 February 2010 

Date Details Fol Debit Credit Balance 

2009 

Dec 

 

01 

 

Invoice 

 

DJ 

 

4 600 

  

4 600 

 30 Receipt CRJ  2 800 1 800 

 30 Discount allowed CRJ  140 1 660 

 31 Invoice DJ 2 270  3 930 

2010 

Jan 

 

04 

Credit note (goods were originally 
purchased on 31 December 2009) 

 

DAJ 

  

454 

 

3 476 

 11 Invoice DJ 300  3 776 

 12 Invoice DJ 500  4 276 

Feb 03 Invoice DJ 1 724  6 000 

Terms:  Strictly 30 days; 2½% discount if paid within 30 days; interest charged at 2% per month on 30+ 
day overdue account. 

Debtors’ Age Analysis 

60 days 30 days Current Total 

R3 930 R346 R1 724 R6 000 

 

  



 

 

QUESTIONS  

1.1 Identify the two errors made by the bookkeeper in the debtors’ control account.  (2) 

Error 1: _____________________________________________________________ 

Error 2: _____________________________________________________________ 

1.2 Explain the relationship and the similarity between the debtors’ control account and the 
 debtors’ ledger.          (2) 

Relationship: ________________________________________________________________ 

________________________________________________________________ 

________________________________________________________________ 

________________________________________________________________ 

Similarity: ________________________________________________________________ 

________________________________________________________________ 

1.3 Referring to the Statement of account sent to G Glasser on 28 February 2010 have the 
 credit terms being correctly applied.  In your answer you must refer to both discount and 
 interest.           (4) 

Discount: ________________________________________________________________ 

________________________________________________________________ 

________________________________________________________________ 

Interest: ________________________________________________________________ 

________________________________________________________________ 

________________________________________________________________ 

1.4 Calculate the amount of interest that must be charged to the overdue account of  
G Glasser.  Refer to information point 2.2 and 2.5 above before you calculate the amount. 
           (3) 

 

 

 

 

 

 

 

  



 

 

1.5 Using the information given in point 2 above and your answer calculated in 1.4, calculate the  
correct balance of the debtors control account and the correct total of the debtors’ list. (8) 

Correct balance of debtors control account Correct total of the debtors list 

Incorrect balance 24 900 Incorrect total 20 869 

    

    

    

    

    

    

Correct balance  Correct total  

1.6 Refer to the debtors’ age analysis on the information sheet provided.  Has the bookkeeper 
drawn up the age analysis correctly.  Use the information given as well as the information on the  
information sheet to calculate the correct debtors’ age analysis for G Glasser.  (6) 

Debtors’ Age Analysis 

60 days 30 days Current 

      

Show calculations: 

60 days: ________________________________________________________________ 

30 days: ________________________________________________________________ 

Current: ________________________________________________________________ 

  



 

 

Section C: Solutions 

Question 1 

1.1 Error 1:  Bank from CPJ appears on credit side, should appear on debit side.  

Error 2:  Debtors allowances is on the wrong side, should be on credit side.  

1.2 Relationship: Same information goes into the debtors control that goes into the individual 
 debtors accounts, the only difference one show totals and the other individual 
 entries.  

Similarity: Balance on the debtors control account is the same as the total of the debtors 
ledger at the end of the month.  

1.3 Discount: terms stipulate 2½% discount but when debtor paid account he was given 5% 
   discount.  

Interest: Interest at 2% per month should have been charged to his overdue account,  
no interest is reflected on the statement.  

1.4  

Jan:  1 660 x 2%  = 33,20  

Feb:  (4 430 – 454) x 2%  = 79,52  

= R113,12 () 

Jan:   1 730 x 2% = 34,60  

Feb:   4 046 x 2% = 80,92  

= R115,52 () 

1.5  

Correct balance of debtors control account Correct total of the debtors list 

Incorrect balance 24 900 Incorrect total 20 869 

Correction of allowances (5 200)  Correction of error 280 

Correction of bank CPJ 1 400   

Correction of amount error 375 Interest 113,12 

Correction of amount error 495   

Interest 113,12   

Correct balance 21 213,12 Correct total 21 213,12 

1.6 Show calculations: 

                                                           

60 days: 1 660 + (2 270 – 454) = R3 476  or R3 930 – 454 = R3 476 

30 days: R500  

Current: 1 724 + 113,12 = R1 837, 10  or see answer given in 1.3 

 


