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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. Give short answers for the following questions: (20)
i. What do you understand by 'Subsidiary books'?
The subsiadiary books, which are also called the days books, are the books in which we record the transactions taking place, in a business.

There are the sales day book, the purchase day book, the sales and purchases returns books, the cash book, the petty cash book, and the general journal.

Transactions on credit, like the sales and purchases on credit, are recorded in the sales and purchase day books. They are called day books, because in are recorded individual daily transactions.

The sales and purchase day books, are used more often then the general journal. 

The cash book can be either, a day book, or used as a ledger, depending on how it is used.

The petty cash book, also can be used as a day book only, or as a ledger, depending on, if a petty cash control account is used or not, in the general ledger.
ii. What is journal?
The general journal is a day book, in which are recorded less, frequent transactions. 

Transactions form the general journal, are posted or transferred to the general ledger only.
There are debit and credits entries used, in the general journal for recording transactions, but, the general journal, is not a part of the double entry system.
Transactions recorded in the general journal can be; opening of a new business, like recording capital invested by the owner in the business, cash transactions, correcting of errors, writing off bad debts, wager transactions, purchasing of assets, various expenses, ect...

       iii. What is petty cash book?
The petty cash book, is a day book, in which are recorded, only expenses for a small amount of money, like the buying of coffee, for taxi, buying of stationary, ect..., so that the main cash book, will not be cluttered, with those small amount transactions.
The cashier, is a person responsible, for the use of the petty cash book. 
On the debit side of the petty cash book, are recorded the impress, and the float. 

The impress is the amount of money, taken from the main cash book, in order to start each month, with the same amount of cash in the petty cash box, necessary for the various small expenses of the business.
The float, is the amount restored from the expenses in the petty cash book, and is recorded on the debit side of the petty cash book. 
On the credit side of the petty cash book, are recorded the amounts of the varoius expenses and VAT.
Petty cash vouchers are used, and issued from the petty cashier, to the person who wants to use the cash, from the petty cash box, in order to buy various small amount things like coffee. 
The petty cash vouchers show the amount of the expense, and the amount of VAT, depending if the person providing the receipt, is registered for VAT or not.
iv. What are the different kinds of Subsidiary books?
      The different types of Subsidiary books are;

· Sales day book

· Purchases day book

· Cash book

· Sales returns day book

· Purchases returns day book

· General journal

· Petty cash book
v. What do you mean by Cash book?
The cash book, is where we first record transactions. 
The cash book can be used as a prime book only, or as a ledger. If it is used as a prime book only, then we need a cash and a bank accounts, in the general ledger, for the double entry.

But, if it is used as a ledger, then, we do not need to use a cash and a bank accounts, in the general ledger, because the cash book will play its own role, for the double entry.
The cash book contains a cash, bank, VAT, and a cash discount columns, on the debit and the credit sides of the cash book. 
The VAT column in the cash book, is for cash transactions only, and it is not used for any sales or purchases on credit. 
Also, if there is not a VAT column, or a cash column, in the cash book, the amounts will be recorded as total, into the bank column.
The cash column, is used for cash transactions only. 

The bank column in the cash book, is used for bank transactions only, that is, transactions coming in and out of the business bank account.
The cash discount column is only for reference in the cash book, and is not used, when calculating the balance of the cash book. 
vi. Define trade discount and cash discounts.

The trade discount, is a discount given from a vendor, to a buyer, if the buyer, is a regular customer to that supplier, and buys the goods in a bulk. 
Trade discount is shown on the invoice, but is not entered in the ledgers. It is only recorded in the day books. 
The cash discount on the other hand, is recorded in the ledgers, and has an impact on the double entry. 
The cash discount is given from a supplier to a customer, and if the customer decides to take the cash discount, in the cash discount terms and time, allowed by the supplier, it will be deducted from the amount, which the customer owes to the supplier, when the customer has to pay his invoice amount to the supplier.

vii. What is the difference between trade discount and cash discount?
The main difference between the trade and cash discounts, is that, the trade discount, is not entered into the ledger, but the cash discount is. And because the cash discount is entered into the ledgers, therefore, it has an impact, on the double entry transactions.
Also, the trade discount is about the customer buying goods in bulk, from the supplieir. 

But the cash discount is about the customer paying his invoice from the suppliers, in the cash discount term, set by the supplier, in order for the customer, to get the cash discount deducted.
                            2. What is ledger account? Explain using illustrations. (5)
A ledger account is where we transfer or post, transactions from the day books and journals. 

There are various ledger accounts. For example, in the general ledger, there are various accounts for the expenses, revenues, sales, purchases, sales and purchases returns, wages, bad debts and provision for bad debts, provision for depreciations, patty cash book, VAT, assets, liabilities and capital, and also for cash discounts. 

Each one of these accounts, has a debit and a credit side. 

Only total amounts are entered in the general ledger accounts.

Daily individual transactions, are not entered in the general ledger accounts.

For example, the VAT account in the general can have entries on the debit or credit side.

On the debit side of the VAT account are entries for VAT on cash purchases,  petty cash, bad debts, expenses, and sales returns.

On the credit side of the VAT account, are entries for VAT on cash sales, purchases returns.

As an example, if bad debts are written off, that will be done in the general journal. 

The entries in the general journal will be; debit bad debts, debit VAT, and credit the gross total amount VAT and net. Then these amounts, will affect the amounts in the debtors, bad debt account, and the VAT account in the general ledger.

 3. Explain the advantages of subsidiary books. (5

· Dividing the work
This is about contributing and dividing the work, amount the clerks, so that each one of those clerks, will record the transactions, independent of the other clerks. 

· Posting

The advantage of posting similar transactions to one place, in the particular ledger.

· Time saving

By using the daybooks, and posting from them, to the ledgers, can save time.

· Less errors

By recording the transactions in the journals, in a systematic way, can help to eliminate errors. 

· Better information

Because the most frequent transactions, are recorded in the cash book, sales and purchases day books, and the sales and purchases returns day books, therefore, the information about those most frequent transactions, is presented, in a better way.

· Management decisions

Because information and transactions are recorded in a systematic way in the day books, therefore, it is easier for to make management decisions. 

· Specialization and efficiency

Because the clerks which record transactions in the day books, become eventually an experts in doing that, therefore, there is also efficiency developing in the process.
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