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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. 
	
Q# A What do you understand by Subsidiary books? 

Answer:

Meaning:

When size of the business grows and the number of transactions becomes large, it is not possible to record all the transactions by preparing journal. So, journal is divided into number of journals known as subsidiary book. Each subsidiary book is for recording the transactions of similar nature. First of all, transactions are recorded in subsidiary books so they are also called original entry and primary entry.

In other words, in order to save time and energy, the transactions which are of similar character are recorded in separate books, these are called subsidiary books

A number of subsidiary books are opened to record all business transactions. In practical system of book-keeping, subsidiary books are:

1) Cash Book
2) Sales day book.
3) Purchase day book.
4) Sales return book.
5) Purchase return book.
6) Bills receivable book.
7) Bills payable book.
8) Journal Proper

Q# B What are the advantages of subsidiary books? 
Answer:

Subsidiary books could be thought of as books of prime entry where transactions of a particular category are noted. Put simply, to avoid wasting time and energy, the transactions which are of similar character are recorded in separate books, they are called subsidiary books or subdivision of journal. It is advisable to make use of special subsidiary books, in addition to the journal, for recording, various types of transactions.

Advantages of Subsidiary books:

Following are the advantages of subsidiary books.

1) Division of Work.

2) Enhanced Efficiency:

3) Time Saving:

4) Availability of detailed information

5) Management decisions facilitated

6) Minimum frauds and errors

7) Convenient posting

8) Better information




Q# C) Define purchase and sales books? 

Answer:

Purchase Book:

Purchases book or purchases day book is a book of original entry maintained to record credit purchases. You must note that cash purchases will not be entered in purchases day book because entries in respect of cash purchases must have been entered in the cash book.
At the end of each month, the purchases book is totaled. The total shows the total amount of goods purchased on credit. Purchases book is written up daily from the invoices received. The invoices are consecutively numbered. The invoice of each number is noted in the purchases book.


Posting:

The total of the purchases book is posted to the debit of purchases account. Names of the suppliers appear in the purchases book. These parties have supplied the goods. They are, therefore, credited with the amount appearing against their respective names. The double entry will thus be completed.


Format:

	DATE
	PARTICULARS
	L.F
	INWARD INV #
	AMOUNT

	
	
	
	
	




Sales Book:

A sales book is also known as sales day book is a book of original entry in which are recorded the details of credit sales made by a businessman. Total of sales book shows the total credit sales of goods during the period concerned. 
Usually the sales book is totaled every month. The sales day book is written up daily from the copies of invoices sent out.

Posting:

The total of the sales book is credited to sales account. Customers whose names appear in the sales book are debited with the amount appearing against their names. Double is thus completed.



Format:

	DATE
	PARTICULARS
	L.F
	OUTWARD INV #
	AMOUNT

	
	
	
	
	







Q# D) What is Journal? 
Answer:

Journal:

The word "journal" has been derived from the French word "jour". Jour means day. So journal means daily. Transactions are recorded daily in journal and hence it has been named so. 
It is a book of original entry to record chronologically (i.e. in order of date) and in detail the various transactions of a trader. It is also known Day Book because it contains the account of every day's transactions.

1) A daily written record of (usually personal) experiences and observations.
2) A book in which transactions are recorded as they occur.

                                      No Journal        No Accounting


Format:

	DATE
	PARTICULARS
	L.F
	AMOUNT Dr.
	AMOUNT Cr.

	
	
	
	
	






Q# E) What is Petty cash book? 

Answer:

Petty cash book:

Derived from the French word ‘petit’, the word ‘petty’ means small. In almost all businesses, it is found necessary to keep small sums of ready money with the cashier or petty cashier for the purpose of meeting small expenses such as postage, telegrams, stationary and office sundries etc.

The sum of money so kept in hand generally termed as petty cash and book in which the petty cash expenditures are recorded is termed as petty cash book.



Format of the Petty Cash Book:

	AMOUNT RECEIVED
	DATE
	PARTICULARS
	V.N
	TOTAL
	POSTAGE
	TELEPHONE
	MISC.

	
	
	
	
	
	
	
	






Q# F) What are the different kinds of subsidiary book? 
Answer:

TYPES OF SUBSIDIARY BOOKS

Following are the types of subsidiary books.

1) Cash Book

Used to record all the cash receipts and payments.

2) Sales Day book

Used to record all the credit sales.

3) Purchase Day book

Used to record all the credit purchase.

4) Sales return book.

Used to record all good returned by the customer to the business.

5) Purchase return book.

Used to record all goods returned by business to the supplier.

6) Bills receivable book.

Used to record all accepted bills received by business.

7) Bills payable book.

Used to record all bill accepted by us to our creditors.

8) Journal Proper

Used to record those transactions for which there is no separate book.



Q# G) What do you mean by cash book? 
Answer:

Cash Book:

Cash book is a book of original entry in which transactions relating only to cash receipts and payments are recorded in detail. When cash is received it is entered on the debit or left hand side. Similarly, when cash is paid out the same is recorded on the credit or right hand side of the cash book.

The cash book, though it serves the purpose of a cash book of original entry. Cash journal really it represents the cash account of the ledger separately bound for the sake of convenience. It is more a ledger than a journal. It is journal as cash transactions are chronologically recorded in it. It is a ledger as it contains a classified record of all cash transactions. The balances of the cash book are recorded in the trial balance and the balance sheet.

Balancing Cash Book:

The cash book is balanced at the end of a given period by inserting the excess of the debit on the credit side as "by balance carried down" to make both sides agree. The balance is then shown on the debit side by "To balance brought down" to start the next period. As one cannot pay more than what he actually receives, the cash book recording cash only can never show a credit balance.


Format:

	DATE
	PARTICULARS
	L.F
	AMOUNT      
     Dr.
	DATE
	PARTICULARS
	L.F
	AMOUNT      
     Cr.

	
	
	
	
	
	
	
	










Q# H) What are the kinds of cash book? 

Answer:

Kinds Of Cash Book:

Following are the kinds of cash book.

Single column cash book :

Single column cash book records only cash receipts and payments. It has only one money column on each of the debit and credit sides of the cash book. All the cash receipts are entered on the debit side and the cash payments on the credit side.






Format of Single Column Cash Book:

          Debit Side                                                              Credit Side
	Date
	Particulars
	L.F
	Cash
	Date
	Particulars
	L.F
	Cash

	
	
	
	
	
	
	
	




Double Column Cash Book

A double column cash book or two column cash book is one which consists of two separate columns on the debit side as well as credit side for recording cash and discount. In many concerns it is customary for the trader to allow or to receive small allowance off or against the dues. These allowances are made for prompt settlement of accounts.


Format of Double Column Cash Book:

                       Debit Side 

	Date
	Particulars
	R.V
	L.F
	Disc Allowed
	Cash

	
	
	
	
	
	



                      Credit Side 

	Date
	Particulars
	V.N
	L.F
	Disc Received
	Cash

	
	
	
	
	
	




Three Column Cash Book 

A three column cash book or treble column cash book is one in which there are three columns on each side - debit and credit side. One is used to record cash transactions, the second is used to record bank transactions and third is used to record discount received and paid.


Format of Three Column Cash Book:

                       Debit Side 

	Date
	Particulars
	R.V
	L.F
	Disc Allowed
	Cash
	Bank

	
	
	
	
	
	
	



                      Credit Side 

	Date
	Particulars
	V.N
	L.F
	Disc Received
	Cash
	Bank

	
	
	
	
	
	
	




Bank’ Cash Book or Cash Book with Bank and Discount Columns

This type of cashbook 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. In this case, there is no use for the ‘cash’ column in the cashbook and there are columns for ‘bank’ and ‘discounts’ only



Format of Two Column Cash Book (with Bank and Discount Columns)


                       Debit Side 

	Date
	Particulars
	R.V
	L.F
	Disc Allowed
	Bank

	
	
	
	
	
	



                      Credit Side 

	Date
	Particulars
	V.N
	L.F
	Disc Received
	Bank

	
	
	
	
	
	




Petty Cash Book

Derived from the French word ‘petit’, the word ‘petty’ means small. Petty cashbook maintains a record of various items like entertainment expense, office expense, carriage, postage, telegram, stationery etc. the person who manages the petty cashbook is called ‘petty cashier’

Format of the Petty Cash Book:

	AMOUNT RECEIVED
	DATE
	PARTICULARS
	V.N
	TOTAL
	POSTAGE
	TELEPHONE
	MISC.

	
	
	
	
	
	
	
	






Q# I) Define Trade Discount and Cash Discount? 

Answer:

Trade Discount:

A sum or percentage deducted from the list price of a commodity allowed by a manufacturer, distributor, or wholesaler to a retailer or by one enterprise to another in the same trade. 

A seller usually allows a trade discount to a regular customer or to a customer who buys goods in a bulk. The total amount of the goods bought is calculated and then 5% or 10% (according to the business’s policy) is deducted from that amount. This deducted amount is called a trade discount.

Cash Discount.

A cash discount is a reduction in the amount of an invoice that the seller allows the buyer. This discount is given in exchange for the buyer paying the invoice earlier than the normal payment date of the invoice. There are two reasons why a seller might make this offer:

1) To obtain earlier use of cash, which may be necessary if the seller is short of cash

2) To offer a discount for an immediate cash payment in order to entirely avoid the effort of billing the customer.



Q# J) Distinguish between Trade Discount and Cash Discount? 

Answer:

Difference Between Trade Discount and Cash Discount

1. Meaning 


Trade discount is a discount allowed by the seller to the buyer in case of bulk purchases made by him.

Cash Discount is a reduction in the net amount payable by the buyer when prompt payment is made by the buyer.

2. When Allowed.

Trade discount is usually allowed when bulk purchases are made.

Cash discount is usually allowed if payment in cash is made promptly within a short period of time.

3. Objective.

Trade discount's object is to attract bigger orders by giving incentive to the buyer to buy more.

Cash discount's purpose is to encourage the buyer to make prompt payment.


4. Calculation.

Trade discount is calculated as a percentage of the catalogue price.

Cash discount is calculated as a percentage of net amounts payable by the buyer.

5. Variation in Rate.

Trade discount is calculated as a percentage of the catalogue price.

Cash discount is calculated as a percentage of net amounts payable by the buyer.


6. Entry in the Books of Accounts.

Trade discount does not appear in the books of accounts. 

Cash discount is recorded in the books of accounts. 




Q# 02) What is Ledger Account Explain with Illustration?
Answer:

Ledger Account:

Accounting entries are recorded in ledger account. Debit entries are made on the left side of the ledger account. Whereas Credit entries are made to the right side. Ledger accounts are maintained in respect of every component of the financial statements. 

Following Illustration helps you in understanding Ledger Accounts and how they are maintained.

Illusration-3  
Journalize the following transactions, post the same in relevant ledger account and balance the same.  2015 
Jan    1  
James commenced business with £ 30, 000. 
Jan    2 Paid into bank £ 6,000. 
Jan    3 Purchased Plant worth £ 8,000 from Sunderland & Co. 
Jan    4 Purchased goods worth £ 6,000 form Harson. 
Jan    6 Goods worth £5,000 sold to Alabama. 
Jan    8 Sold goods worth £ 3,000 for cash. 
Jan    10 Goods returned by Alabama £ 40. 
Jan    15 Paid rent £ 500 
Jan    18 Withdrawn from bank for office use £ 3,000. 
Jan    20 Paid Salaries £ 2,000. 
Jan    25 Withdrawn for personal use £ 300. 
Jan    26 Goods returned to Harson £ 200. 
Jan    27 Paid for office furniture £ 3,000 by cheque. 
Jan    28 Received £ 4,000 cash from Alabama and discount 
Allowed £ 100. 
Jan    29 Paid Harson on account £ 5,000 and discount allowed 
By him £ 200.  

Date          Particulars              L.F.             Dr.                Cr.
 
2015 
Jan  1 
                  Cash    A/c                  30,000
                           To James   A/c                          30,000
  (Capital brought into the business by James)  
-----------------------------------------------------------------------------------------------
Jan  2        Bank    A/c                  6,000
                            To Cash    A/c                              6,000
 ( Cash Paid in to bank)  
-------------------------------------------------------------------------------------------------
Jan  3         Plant   A/c                  8,000
                            To Sunderland & Co.’s   A/c      8,000
(Plant purchased from Sunderland & Co.) 
-----------------------------------------------------------------------------------------------------
Jan  4         Purchase    A/c         6,000
                              To Harson   A/c                        6,000
  (Goods purchased from Harson) 
---------------------------------------------------------------------------------------------------
Jan  6          Alabama   A/c          5,000
                              To Sales   A/c                           5,000
  (Goods sold to Alabama)  
---------------------------------------------------------------------------------------------------
Jan  8          Cash    A/c                 3,000
                             To Sales  A/c                            3,000
  (Goods sold for Cash)  
 --------------------------------------------------------------------------------------------------    
Jan  10         Sales Returns   A/c    40
                              To Alabama   A/c                       40
  (Goods returned by Alabama)  
------------------------------------------------------------------------------------------------------
Jan  15          Rent    A/c                 500
                              Cash  A/c                                    500
(Rent Paid) 
---------------------------------------------------------------------------------------------------------
Jan  18         Cash   A/c                 3,000
                               To Bank  A/c                            3,000
(Withdrawn from Bank for office use) 
---------------------------------------------------------------------------------------------------------
Jan  20          Salaries    A/c        2,000
                               To Cash  A/c                           2,000
(Salaries paid) 
--------------------------------------------------------------------------------------------------------
Jan  25          Drawing    A/c         300
                               To Cash  A/c                              300
(Withdrawn for personal use) 
-------------------------------------------------------------------------------------------------------
Jan  26           Harson  A/c            200
                               To Purchase Returns A/c       200 
(Goods returned to Harson) 
--------------------------------------------------------------------------------------------------------
Jan  27           Furniture  A/c      3,000
                                To Bank  A/c                            3,000
(Payment by cheque for office furniture) 
--------------------------------------------------------------------------------------------------------
Jan  28            Cash   A/c             4,000
                        Discount   A/c             100
                                  To Alabama  A/c            4,100
(Cash received from Alan and discount allowed 100)
------------------------------------------------------------------------------------------------------------
Jan  29             Harson  A/c         5,200
                                  To Cash  A/c                  5,000
                                  To Discount  A/c             200
(Cash paid to Harson and discount allowed by him) 



Ledger Cash A/c

	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 1
	To James Capital A/c
	
	30,000
	Jan 2
	By Bank A/c
	
	6,000

	Jan 8
	To Sales A/c
	
	3,000
	Jan 15
	By Rent A/c
	
	500

	Jan 18
	To Bank A/c
	
	3,000
	Jan 20
	By Salaries A/c
	
	2,000

	Jan 28







Feb 1
	To Alabama A/c








To Balance B/d
	
	4,000







40,000

26,200
	Jan 25

Jan 29

Jan 30


	By Drawing A/c


By Harson A/c


By Balance C/d
	
	300

5,000

26,200



40,000





Bank Cash A/c


	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 2
	To Cash A/c
	
	6,000
	Jan 18
	By Cash A/c 
	
	3,000

	
	
	
	


6,000
	Jan 27
	By Furniture A/c
	
	3,000


6,000










James Capital A/c


	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 30
	To Balance c/d
	
	30,000
	Jan 1
	By Cash A/c 
	
	30,000

	
	
	
	
30,000
	


Feb 1
	


By Balance b/d
	
	
30,000

30,000






Plant  A/c


	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 3
	To Sunderland & Co A/c
	
	8,000
	Jan 30
	By Balance C/d
	
	8,000

	


Feb 1
	


By Balance b/d
	
	
8,000

8,000
	



	



	
	
8,000







Harson A/c


	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 30
	To Purchase Return A/c
	
	200
	Jan 4
	By Purchases A/c 
	
	6,000

	Jan 29
Jan 29

Jan 30
	To Cash A/c

To Discount A/c

To Balance C/d
	
	5,000

200

700

6,000
	







Feb 1
	







By Balance b/d
	
	





6,000

700





Sunderland & Co.’s  A/c

	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 30
	To Balance C/d
	
	8,000
	Jan 3
	By Plant  A/c 
	
	8,000

	
	
	
	

8,000
	



Feb 1
	



By Balance b/d
	
	

8,000

8,000




Purchases  A/c

	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 04
	To Harson A/c
	
	6,000
	Jan 30
	By Balance  C/d 
	
	6,000

	



Feb 1
	



By Balance b/d
	
	

6,000

6,000
	




	




	
	

6,000






Sales  A/c


	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 30
	To Balance C/d
	
	8,000
	Jan 6
	By Alabama  A/c 
	
	5,000

	




	




	
	


8,000


	
Jan 8



Feb 1

	
By Cash A/c



By Balance b/d
	
	
3,000

8,000

8,000





Alabama A/c


	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 2
	To Sales A/c
	
	5,000
	Jan 10
	By Sales Return A/c 
	
	40

	








Feb 1
	








To Balance B/d
	
	







5,000
860
	Jan 28

Jan 28

Jan 30
	By Cash  A/c


By Discount A/c


By Balance C/d
	
	4,000


100


860

5,000





Purchase Return  A/c

	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 30
	To Balance C/d
	
	200
	Jan 26
	By Harson  A/c 
	
	200

	




	


	
	
200

	


Feb 1

	


By Balance b/d
	
	
200

200






Sales Return  A/c


	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 10
	To Alabama A/c
	
	40
	Jan 30
	By Balance C/d  
	
	40

	



Feb 1
	



To Balance B/d
	
	

40

40
	
	


	
	

40











Furniture  A/c


	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 27
	To Bank A/c
	
	3,000
	Jan 30
	By Balance C/d  
	
	3,000

	



Feb 1
	



To Balance B/d
	
	

3,000

3,000
	
	


	
	

3,000






Discount Allowed A/c


	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 28
	To Alabama A/c
	
	100
	Jan 30
	By Balance C/d  
	
	100

	



Feb 1
	



To Balance B/d
	
	

100

100
	
	


	
	

100






Discount Received  A/c


	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 30
	To Balance C/d  
	
	200
	Jan 29
	By Harson A/c  
	
	200

	




	


	
	

200


	



Feb 1
	



By Balance B/d
	
	

200

200






Drawing A/c


	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 25
	To Cash A/c
	
	300
	Jan 30
	By Balance C/d  
	
	300

	



Feb 1
	



To Balance B/d
	
	

300

300
	
	


	
	

300





Rent A/c


	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 15
	To Cash A/c
	
	500
	Jan 30
	By Balance C/d  
	
	500

	



Feb 1
	



To Balance B/d
	
	

500

500
	
	


	
	

500




Salaries  A/c


	Date
	Particulars
	J.F
	Amount
	Date
	Particulars
	J.F
	Amount

	Jan 20
	To Cash A/c
	
	2000
	Jan 30
	By Balance C/d  
	
	2000

	



Feb 1
	



To Balance B/d
	
	

2000

2000
	
	


	
	

2000










Q# 03) What are the advantages of Subsidiary books.

Answer:

Advantages of Subsidiary of Books.

Following are the advantages of subsidiary books.

Division of Work.

A significant advantage of these subsidiary books is that their use makes it possible for division of work which is extremely important in a large organization. For Example, one clerk may record nothing but credit sales of goods, another nothing but purchases of goods on credit.

Enhanced Efficiency:

When a specific task is done again and again, the activity may result in enhanced efficiency while it enables one to eliminate mistakes.

Time Saving:

Completing accounting records takes up lesser time and various accounting processes can be performed at the same time.

Availability of detailed information

Subsidiary books provide detailed information about the transactions more than what is available from the narration of journal entry.  It is due to the fact that different type of transactions is dealt in different subsidiary books

Management decisions facilitated

Subsidiary books provide complete details about every type of transaction separately, so the management can use this information as a basis for deciding its future line of action. 
For example, information regarding sales return will enable the management to analyses the causes for return of these goods. The management can adopt effective measures to remove weaknesses responsible for the poor performance.

Minimum frauds and errors

Maintaining special journals and recording transactions systematically lowers the possibility of frauds and helps in identifying errors

Convenient posting

All the transactions of a particular type are recorded at one place in one of the subsidiary books. 
For example, all credit purchases of goods are recorded in the purchases book and credit sales of goods are recorded in sales book. It facilitates posting to purchases account, sales account and concerned personal accounts.

Better information

Subsidiary books record all those transactions which the journal system does not record such as credit sales, credit purchases, purchase returns and sale returns etc., so subsidiary books provides better information about these transactions.

Easy To Access.

It becomes easy to access the details associated with a specific transaction as the transactions associated with one head are recorded in a separate book

Volume is reduced.

The volume of postings to ledger accounts is substantially minimized. For example, by using sales journal, it is possible to obtain the total amount of thousands of credit sales transactions from the amount column of the sales journal and post it as one credit to the sales account

Identified Errors & Rectification.

Accounting work is split to record transactions in a variety of subsidiary books. If the jobs are divided in such a fashion that the work of one person is automatically checked by someone else, it would be an easy task to identify errors and correct them immediately.
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