[bookmark: _GoBack][image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	Sisasenkosi Bhebhe

	Student Number:
	1358

	Course:
	Diploma in Accounting and Finance 

	Assignment NO:
	4



Marking Criteria:
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	Please insert your completed assignment ( in word format)  here:
Journal and subsidiary books  - Assignment 4
Q1
A).what do you understand by subsidiary books?
Subsidiary books are books of prime entry where first or original transactions are first recorded before being posted into their respective accounts.
In these books the details of transactions are recorded as they take place from day to day in a classified manner.
B).What are advantages of subsidiary books?
i).division of work
ii).facilitate posting
iii).time saving 
iv).minimum fraud and errors
v).better information
vi).Management decisions facilitated
vii).specialisation and enhanced efficiency

C) Define Purchase and Sales book
(i).Sale book – it is a book in which non cash sales are recorded with details of customer, invoice, amount and date, these details are later posted to each customer’s account in the sales ledger also known as sales journal .It has five columns which are date, particulars , ledger folio (LF) , outward invoice number and amount. 
ii).Purchase book – keeps all the records of all credit purchases made by business. Cash purchases do not find a place in purchase day books as they are recorded in the cash book. At the end of every month the purchase day book is totalled, the total amount shows the total goods bought on credit. 

D).What is journal?
A journal is a book of entry where all business transactions are recorded in chronological order by date .It details which transactions occurred and what accounts were affected and the amounts usually in a double entry bookkeeping method.
E).What is Petty cash book?
 It maintains a record of various items like entertainment expense, office expense, carriage, postage, telegram, stationery etc. It prevents the over burdening of the main cash book with petty items .The petty cashier is given a certain amount of money that will be required to cover petty expenses and day to day business activities. All recorded expenses are verified against the vouchers and slips at the end of the month by the chief cashier who then then re imburses the actual amount spent on all expenses and brings the petty cash to balance to the original amount ,that the petty cashier began with. 
F).What are different kinds of subsidiary books?
Cash book 
Sales day book
Sales returns day book
Purchases day book
Purchases returns day book
Bills receivable book
Bills payable book
Journal proper

G).What   do you mean by cash book?
A book used to record transactions held in cash or cheque, including bank deposit and withdrawals in chronological order. Cash receipts are recorded on the debit side while payments are recorded on the credit side. Any increase in cash or bank is recorded on the debit side of the account and any decrease is recorded on the credit side.

H).What are the kinds of cash book?
a).single column cash book
b).Two column cash book or cash book with cash and discount columns.
c).Three column cash book or cash book with cash, bank, and discount columns 
d).Bank cash book or cash book with bank and discount columns 
e).petty cash book

I).Define trade discount and cash discounts.
i).Trade discount – an amount reduced from a regular customer who buys goods from a manufacturer or wholesaler with intention to resell.
ii).Cash discount – is an incentive offered by seller to buyer for setting a bill within a period substantially shorter than the conventional period.

J).Distinguish between trade discount and cash discount.
	Trade Discount
	Cash Discount

	i) Discount allowed  for the purpose of increasing sales 
ii) May be stated as information but is not recorded in the books of accounts.
iii) iii).It is stated in the invoice.
iv) It is allowed to all customers whether cash or credit.
v) Rate of trade discount is generally higher than the cash discount.
vi) Calculated on the catalogue price.
vii) Given by manufacturer to a retailer 
viii) It depends on the sales policy that is in effect by the business.
ix) Given by a manufacturer to a retailer.
x) It causes a reduction  in the recorded price of an item

	i).allowed to motivate customer to pay early
ii).It is recorded in the book of accounts because it is a deduction from the gross selling price.

iii).It is not shown in the invoice
iv).It is not allowed to all customers, varies with customer to customer and with the time of payment.
v).rate of cash discount is generally lower.
vi). Calculated as a percentage of net amount payable by the buyer.
vii).given by a seller to a debtor 

viii).It depends entirely on the condition of settling the amount owed within the stipulated period. 
ix).Given by a seller to a debtor 

x).It causes a reduction in the amount of money that a debtor owes.



 Q2.What is ledger account? Explain with illustrations
It is a summary of all transactions relating to assets, expenses, profit or loss , income etc , that have taken place at a particular time and it indicates their net effect. The process of recording all journal totals in to the ledger is called posting.


Ruling of ledger account
DR						CR			
	Date
	Particulars
	J.F
	£
	Date
	Particulars
	J.F
	£

	
	The name of the account to be credited.
	
	
	
	The name of the account to be debited.
	
	



 Illustrations
Journalise the following transactions, post the same in relevant ledger account and balance the same.
	2013
June 1
	Karen commenced business with £20 000

	June 2
	Paid into bank £5000.

	June 3
	Purchased plant worth £10 000 from hammer & Co



	Date
	Particulars
	L.F
	Dr.
£
	Cr
£

	2013
June 1
	Cash A/C
        To Karen’s A/c 

(Capital brought into the business by Karen)
	Dr.
	20,000
	
20,000

	June 2
	Bank  A/c
        To Cash A/c

(cash paid in to bank )
	Dr
	5,000
	
5,000

	June 3
	Plant A/c 
        To hammer & Co 's A/c

(Plant purchased from Hammer & Co.)
	Dr
	10,000
	
10,000




Ledger 
Cash A/c
	Dr.

Date

2013
	Particulars
	J.F.
	£
	Date

2013
	Particulars
	J.F.
	Cr.

£

	June 1
	To Karen’s 
Capital A/c
	
	20,000
	June 30
	By Bank A/c
	
	5,000

	
	
	
	
20,000
	
	
By Balance c/d 
	
	15,000
20,000





Bank  A/c
	Dr.

Date

2013
	Particulars
	J.F.
	£
	Date

2013
	Particulars
	J.F.
	Cr.

£

	June 2
	To Cash A/c

	
	5,000
	
	
	
	

	
July 1
	
To Balance c/d
	
	
5,000
	
June 30
	
By Balance c/d 
	
	
5,000



Plant  A/c
	Dr.

Date

2013
	Particulars
	J.F.
	£
	D
ate

2013
	Particulars
	J.F.
	Cr.

£

	June 3
	To Hammer & Co 's A/c

	
	10,000
	June 30
	By Balance c/d
	
	10,000

	


July 1
	


To balance c/d 
	
	
10,000

10,000


	
	


	
	
10,000





Hammer & Co’s A/c 
	Dr.

Date

2013
	Particulars
	J.F.
	£
	Date

2013
	Particulars
	J.F.
	Cr.

£

	June 30
	To balance c/d
	
	10,000
	June 3
	By plant A/c
	
	10,000

	
	
	
	
10,000
	
July 1
	
By Balance b/d 
	
	10,000
10,000



Q.3.

Explain the advantages of subsidiary books.
I. A record of dates on which the transactions occurred is maintained in the journal.
II. Necessary information, along with explanations regarding each business transactions is recorded in the journal and can be assessed at any time.
III. Errors in recording transactions can be identified and corrected by maintaining a journal.
IV. It helps to save time and labour by recording similar type of transactions in a separate book
V. It becomes easy to access the detailed information relating to a particular transaction as the transactions relating to are head recorded in a separate book.
VI. It helps to install internal check system as the subsidiary book maintained by a clerk is automatically checked by another clerk.
VII. It thus helps to keep the records brief being classified according to the nature of transaction at any point of time in an easy and easy and simple manner.
VIII. Reduces fraud and making any manipulations almost impossible
IX. Posting of real accounts is facilitated as transactions of similar nature are recorded in one place.
X. The work of recording original entries in journals can be divided among clerks who work independently to make these entries.
XI. Management benefits from the systematic record of transactions, which is available in subsidiary books. This enables management to make better decisions. 
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