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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	1 – A – Subsidiary Books are books of original entry where all business transactions are recorded in a chronological order according to the nature of the transaction. In order to facilitate the organization of transaction records, the journal is categorized in sub-divisions where each category, or nature of the transaction, is a specific book.

1 – B – The advantages of Subsidiary Books include: division of work, facilitate posting, time saving, minimum frauds and errors, better information, management decisions facilitated, and specialization and efficiency. 

1 – C – Both Purchase and Sales Books are subsidiary books used to record business transactions made on credit, where no exchange of money occurs at the time of the transaction. Any purchase or sale where money exchange occurs is to be recorded on the “Cash Book”. This books are used to record purchase and sales of goods and merchandise accordingly.

1 – D – Journals are books of original entry where all business transactions are recorded in a chronological order. When a business transaction occurs, it is first recorded in the journal and only then is posted on the ledger. It records the date of the transaction, the parties involved in the transaction and a brief description, the corresponding ledger (after the information is posted), and the amounts to be debited and credited. Maintaining systematic transaction records helps identifying and correct errors in those records.

1 – E – Petty Cash Book is a sub-category of the Subsidiary “Cash Book”. Petty Cash is a small amount of cash used for small purchases and occasional operating expenses. This petty cash fund is handle by a designated clerk and all transaction made with these funds are recorded on the Petty Cash Book. 

1 – F – There are eight different kinds of subsidiary books: Purchase Book (records all business purchases), Sales Book (records all business sales), Purchase Returns Book (records all goods returned to suppliers), Sales Returns Book (records all goods returned by customers), Bills Receivable Books (records all bills received from customers), Bills Payable Books (records all bills incurred by the business), Journal Proper (records all remaining transactions that do not fit on the other subsidiary books), and Cash Book (records all transactions made in cash). 

1 – G – Cash Book is a kind of subsidiary book where all transactions involving receipts and payments made in cash are recorded. These records are made in chronological order, and the cash receipts are recorded as debit and payments as credit. This Cash Book serves the dual role of a Journal and a Ledger in the sense that it is both a book of original entry and a summary of all cash and bank transactions.

1 – H – There are five different kinds of Cash Books: Single Column Cash Books (used for simple transactions where there is no discount and there is a single column for the amount), Double Column Cash Books (used for transaction involving discounts and there is two columns, one for the discount and one for the amount), Three Column Cash Books (used for transaction involving bank transactions without the need to have a separate bank account, there is three columns, one for the discount, one for the cash amount, and one for the bank amount), Bank Cash Books (used for business without any cash transactions and there is a column for the discount and one for the bank amount), and Petty Cash Books (used for the recording of small amounts of cash funds used for expenses. This transactions are recorded separated from the main business transactions).

1 – I – A Trade Discount is a reduction on the price of the product given from the manufacturer to the retailer, and depends on the volume of the products purchased. The Cash Discount is an incentive given by the seller to the buyer in return for settling the bill within a specific period of time, and depends on the time of the payment. For example, if a seller gives a 20% discount if the buyer purchases 200 units or 25% if he purchases 300 units of a certain product, it’s a trade discount. If a seller gives 10% discount off the total bill if the buyer settles the bill within the next 30 days, this is a cash discount.

1 – J – As mentioned before, the core distinction between trade and cash discount, is that the trade depends on the product and the cash depends on the payment. One is the incentive to buy and the other is the incentive to pay. This difference in nature is reflected on the way these discounts are treated and recorded. For example, the trade discount is only allowed in the exact moment of purchase while the cash discount is available during a period of time, the trade discount is calculated based on the price of the specific product and varies depending on the quantity while the cash discount is calculated based on the total amount of the bill and varies depending on amount of time, and with the trade discount, the discount is not recorded in the books since only the amount after the deduction is recorded but with the cash discount, the discount is recorded in the books as a deduction from the total amount.

2 – The Ledger Account is a summary of all transactions that have occurred during a particular period of time. It is a consolidation of all transactions (previously recorded chronological on a Journal) belonging to their respective accounting heads as exemplified below:
	JOURNAL
	->
	LEDGER 1
	LEDGER 2

	Transaction 1
	
	Transaction 1
	Transaction 2

	Transaction 2
	
	Transaction 3
	Transaction 4

	Transaction 3
	
	
	

	Transaction 4
	
	
	


Due to the large scale of a business organization (number of accounts and transactions), this Ledger is generally sub-divided into three separated Ledgers relating to the nature of the transaction: Debtors’ Ledger (transactions where goods have been sold on credit), Creditors’ Ledger (transactions where goods have been bought on credit), and General Ledger (all remaining transactions). This practice of independent ledgers allows for a better organization of financial information and facilities error detection.

The Ledger Account can be maintained as exemplified below (one side for the Debtor and one for the Creditor) :

JOURNAL:
	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

(capital Paid In to bank)
	Dr.
	5.000
	

5.000

	June 8
	Cash A/c

      To Sales A/c

(Goods sold for cash)
	Dr.
	2.000
	

2.000

	June 15
	Rent A/c

       Cash A/c

(Rent Paid)
	Dr.
	250
	

250



LEDGER CASH ACCOUNT
	Date
2013
	Particulars
	J.F.
	£
	
	Date
2013
	Particulars
	J.F.
	£

	June 1
	To Karen’s Capital A/c
	
	20.000
	
	June 2
	By Bank A/c
	
	5.000

	June 8
	To Sales A/c
	
	2.000
	
	June 15
	By Rent A/c
	
	250



Usually the journal will have records of transactions related to all accounts, after this transactions are entered in the journal they will be posted in the corresponding ledger account (Cash, Bank, Sales, etc.). These posting will be conducted on a periodical basis.


3 – To better explain the advantages of subsidiary books, we will take as an example a book store, where each transaction is represented by a literary book.

Division of Work
When a shipment of books is received, if the book store practices the use of only one registration database this would mean that a single clerk would be in charge of registering every single book and all of the genres would be mixed together, however, if the book store divides their database by genres, this would allow for the task of registering the books to be divided among several members of staff.

Time Saving
By dividing this work load of registering the books in the store system, this allows for the overall task to be completed in a less amount of time since several books are being registered at the same time by different people. 10 clerks registering 100 books will take 1/10 of the time than 1 clerk registering all 100 books.

Specialization and Efficiency
If a book store has one clerk responsible for organizing all of the books in the whole store, it would be extremely hard for that one individual to be aware of all the books and information regarding those books at all times, and if a customer would request for the location of a particular book, it would be unlikely that the clerk was able to remember the exact location without looking for it. However, by breaking the information into smaller pieces and by putting one person responsible for each of the genres, it allows for that particular person to have a better understanding and knowledge on that genre. A person working solely with fantasy books would have a better particular knowledge of the works of J. R. R. Tolkien or J. K. Rowling that a person who works with all Fantasy, Mystery, Thriller, Fiction, Romance, History, and Poetry books.

Facilitate Posting
Transferring the information of the recent books arrived to the store (Journal Entries) to the list of store inventory (Ledger) is a much simpler task when the information is already categorized beforehand, otherwise, the clerk would have to go through every single entry, and transfer it one by one. This would require a higher amount of time and attention.

Minimum Frauds and Errors
By maintaining a book database specialized by genre, this allows for an easier detection of errors. If the quantity in stock of a certain book was incorrectly recorded, this detail would be easier to notice in a list of 50 genre specific books than on a list of 500 mixed books.

Facilitation of Management Decisions
By keeping the books grouped by genres instead of all books mixed together, this allows for the store manager to perceive and understand the information more easily, which results in the ability to make better decisions regarding the operation of the store.
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