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1a. Subsidiary books- In double entry system all transactions are first of all recorded in journal before recording them in ledger. When the size of the business grows and the numbers of transactions become large, it is not possible to record all the transactions by preparing journal. So, journal is divided into number of journals known as subsidiary books. Each subsidiary book is for recording the transactions of similar nature. First of all, transactions are recorded in subsidiary books so they are called original entry and primary entry.  

b. Advantages of subsidiary books
Different persons perform the accounting work on different books so the accounting work is completed within a short period of time.
Each person is entrusted the work of a book so he becomes efficient in its handling.
Accounting work is performed at a time in separate books. Many persons can do work at the same time, so accounting work is completed quickly.
In case of disagreement of trial balance, the existence of separate books helps in detection of errors quickly.
Work of accounting is divided and assigned to various people so there is less chances of frauds. Internal check system may also be introduced automatically.
Since each person is entrusted to maintain a particular book, he will be responsible for the errors and frauds committed in the particular book.
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c. Purchase and sale book
Purchase book- It records only the credit purchase of goods. Cash purchase of goods is not recorded in this book as these will be recorded in the cash book. Credit purchase of assets will be recorded in the journal proper and not in the purchase book.
The purchase book shows the names of the parties from whom goods have been purchased on credit. These parties are known as creditors. The creditor’s accounts will be credited individually for the respective amounts shown in the purchase book. The total of the purchase book at the end of the month will be posted to the debit of the purchase account in the ledger. Transactions are recorded in the purchase book on the basis of the purchases invoices that is inward invoice.

Sales book- It records only the credit sale of goods. Cash sale of goods is recorded in the cash book and not in the sales book. Credit sales of assets will be recorded in the journal proper and not in the sales book. The names appearing in the sales book are those of the parties to whom the goods are sold. They are the debtors. The accounts of these debtors have to be debited with the respective amounts. The total of the sales book shows the credit sales made during the period and this amount is posted at the end of the month to the credit sales account in the ledger. The transactions in the sales book are recorded on the basis of the sales invoice that is outward invoice.
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d.Journal- A journal is a book of original entry where all business transactions are recorded in chronological order. Whenever a transaction takes place, the first step is to record it in a journal and that is why it is also called book of prime or book of original entry. After being recorded in journals, transactions are then posted in ledgers. The act of recording transactions in journals is called journalizing and the form in which they are recorded is known as journal entry. The following is an example of a journal:
	Date
	Particular
	Ledger folio
	Debit
	Credit



A journal consists of five columns namely date, particulars, ledger folio, debit amount and credit amount. A brief explanation regarding the nature of the journal entry is also added.

e. Petty cash book- A business has to incur small expenses which are repetitive in nature. To save time and efforts of head cashier, business appoints a petty cashier. He or she is entrusted with the duty of paying these expenses. There are two primary types of entries in the petty cash book, which are a debit to record cash received by the petty cash clerk and a large number of credits to reflect cash withdrawals from the petty cash fund.
· Petty cash book saves time and efforts of head cashier
· Ensures control on petty expenses
· There are less chances of fraud
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f. Different kinds of subsidiary books
Cash book- It is a journal in which all cash receipts and payments are recorded first, in chronological order, for posting to general ledger. Cash book is regularly reconciled with the bank statements as an internal auditing measure.
Purchase books- These are the books used for recording purchases on credit. Things purchased on credit for personal use are not recorded in this book. It also does not record the fixed assets purchased.
Sales book- It is used for recording goods sold on credit.
Sales return book- These books are used to record the goods returned by the buyer.
Bills receivable books- They are used for the purpose of recording the details of bills receivable. The individual accounts of parties from whom bills are received will be credited with the amount in the bills receivable book. 
Journal proper- All those transactions which cannot be recorded in any of the subsidiary books mentioned above, are recorded in the journal proper of general ledger. The following are types of transactions recorded in the journal proper:
· Opening entries
· Closing entries
· Transfer entries
· Adjustment entries
· Rectifying entries
· Other entries
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Bills payable book- If the business frequently accepts bills drawn by suppliers then a separate book may be maintained to record these bills accepted. Posting is done to individual party accounts on the debit side and the total of bills payable book at the end of the month is credited to bills payable account. No other transactions other than bills accepted are recorded in this book.

g. Cash book- It is a journal in which all cash receipts and payments (including bank deposits and withdrawals) are recorded first in chronological order, for posting to general ledger. Cash book is regularly reconciled with bank statements as an internal auditing measure.
Cash book serves two purposes: all the transactions are recorded first time in the cash book; it becomes the book of original entry. Second there is no need to prepare cash account in ledger; it plays the role of principal book.

h. Kinds of cash books 
a. Single column cash book- This kind of cash book is usually used for the simplest kind of cash transactions where no discount is allowed or received. The format of a single column cash book is as follows:
Dr.
	Date
	Particular
	R.no
	L.F
	Amount
	Date
	Particular
	V.no
	L.F
	Amount
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When cash is received, it is recorded on the debit or receipts side of the cash book. The date of the transaction is recorded on the date column, name of the person from which the cash is being received is recorded in the particulars column, the receipt number with which the cash has been received is recorded in the R.No column and the value of the transaction in the amount column. The ledger folio (L.F) column records the reference number of the transaction in the ledger.
When there is a cash payment, it is recorded on the credit or payment side of the cash book. The date is recorded in the date column, the name of the person to whom payment is made is recorded in the particulars column, the voucher number in V.No column and the money being paid in the amount column.

b. Two column cash book- Cash transactions involving discount are recorded in the two column cash book. Discounts are allowed or received when prompt cash payments are made. In this type of cash book, there is discounts column in addition to the cash column. The discounts allowed by the business to its customers are recorded on the debit side of the cash book and discounts received on the credit side. Unlike cash columns which also serve the purpose of a ledger, discount columns need not be balanced. 
	Date
	Particulars
	R.No
	L.F
	Discount
allowed
	Amount
	Date
	Particulars
	V.No
	L.F
	Discount
	Amount
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c. Three column cash book- It originated for the convenience of recording bank transactions of the business without having to maintain a separate bank account in the ledger. Every business has a bank account for monetary safety, credit and loan facilities, less clerical work and the convenience of making transactions through cheques. A separate column called bank column is added to the cash book to record transactions that are taking place through the bank.
Dr.		Cr.	
	Date
	Particular
	R.No
	L.F
	Discount
allowed
	Cash
	Bank
	Date
	Particulars
	V.No
	L.F
	Discount
	L.F
	Discount



d. Bank cash book- It is used for businesses that carry out all transactions through the bank. All receipts are deposited in the bank and all payments are made through cheques. There is no use for the cash column in the cash book and there are columns for bank and discounts.
[bookmark: _GoBack]e. Petty cash book- It is derived from French word “petit”, petty means small. Petty cash book maintains a record of various items like entertainment expense, carriage, postage, telegram, stationery. 
    
i. Trade discount and cash discount
Trade discount- A seller usually allows trade discount to a regular customer who buys goods in bulk. The total amount of the goods bought is calculated and then a certain percentage for example three percent (according to the business policy) is deducted from that amount. This deducted amount is the trade discount.
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Cash discount- This is an incentive given by a seller to the buyer in return for settling a bill within a specified period of time. This discount is usually some percentage of the total amount of the bill. 
 
 j. Distinguish between trade discount and cash discount

	Trade discount
	Cash discount

	Given by manufacturer or wholesaler to a retailer
	Given by a seller to a debtor

	Based on a certain quantity of goods being purchased
	Based on receipt of payment before a specific time

	Causes a reduction in the recorded price of an item
	Causes a reduction in the amount of money that a debtor owes

	Not usually recorded in journals because the amount left after deduction is recorded  
	Discount has to be recorded because it is a deduction from the gross selling price

	Usually the rate of discount is offered to all customers
	Percentage of discount varies from customer to customer



2. Ledger account
A ledger contains several accounts of nominal, real and personal. It is a book which contains details of all accounts in which transactions are made. It contains a 
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condensed and classified record of all business transactions transferred from the journal or subsidiary books. Ledger is the principal book under the double entry book keeping system. It contains up to date information about all accounts.
The following is a format for maintaining a ledger account:
Dr.	Cr.
	Date
	Particulars
	J.folio No
	Amount
	Date
	Particulars
	J.folio
No
	Amount



A ledger account has two sides, the debit side and the credit side. Each side is further divided into four sections: date, particulars, journal folio number and the amount.  
Date- The date of a transaction as entered in the journal book from where the entry is brought to the ledger account is mentioned.
Particulars- The name of the account in which the corresponding credit or debit is found is mentioned.
Journal folio number- The page number of the journal book or subsidiary book from where the transaction is brought to the account
Amount- The amount with which the account is debited or credited.  

3. The advantages of subsidiary books
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Division of work- The work of recording original entries in journals can be divided among clerks who work independently to make these entries.
Facilitates posting- Posting of real accounts is facilitated as transactions of similar nature are recorded in one place.
Time saving- Completing accounting records takes up lesser time and various accounting processes can be performed at the same time.
Minimum frauds and errors- Maintaining special journals and recording transactions systematically lower the possibility of frauds and helps in identifying errors.
Better information- The journal system does not record certain transactions such as credit sales, credit purchases, returns and so subsidiary books record useful information related to these entries.
Management decisions facilitated- The management benefits from the systematic record of transactions, which is available in the subsidiary books. This enables management to make better decisions.
Specialization- Clerks who are recording transactions repeatedly over a period of time become experts at their work. This specialization of tasks creates efficiency in accounting.  
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