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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. i What do you understand by ‘Subsidiary Books’?

Journals can be broken down into further parts and divisions. Each of these parts and divisions are books on their own and journal of original entry. Journal entries do not exist when records are created in these books.  Transactions are recorded in the journal and then in the ledger accounts. Whilst working in the divided journals we follow the double entry system.

ii. What is Journal?

All business transaction is entered into the journal in chronological order. Whenever a transaction takes place the first step is to record it in the journal. These books are also called books of original entry.  The act of recording transactions in journals is known as journalizing.




iii. What is Petty Cash book?

Larger businesses have lots of transactions, instead of having small “petty” expenses of $1, $2, $10, $20 a few thousand times per month for small things, we can just as well judge the amount required for the month and put down one big total of say $2000(petty cash) for the month, because managers and accounts really don’t care that Sandra and Alex had a salad with clients on Thursday, nor do they care about the 100 other transactions that are insignificant. Give one number, a total and use it.
These smaller transactions however need to be recorded and this would be done in the petty cash books. If more funds are needed he petty cashier can submit it to the chief after all entries have been made (to confirm that the money is finished) and then gives more if needed.

1. iv What are the different kinds of subsidiary books?
· 
· Purchase Book
· Sales book
· Purchase returns nook
· Sales Return Books
· Bills Receivable books
· Bills Payable books
· Journals Proper
· Cash Book
1. v What do you mean by Cash Book?

The cash book records transactions (Chronologically) related to receipt and payments made in cash and it division in the journal. It plays a role of ledger and Journal because each recorded transactions I is followed by an explanation. Cash receipts are recorded on the debit side and cash payments on the credit side. There will always be balance on the debit side as payments will never exceed the receipts.


1.vi Define Trade Discount and Cash Discount

Trade Discount

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

Cash Discount

It is an incentive given by the seller to the buyer in return for settling a bill within a specified time. The discount is usually some percentage of the total amount of the bill

1. vii What is the difference between Trade discount and Cash Discount?

	Trade Discount
	Cash Discount

	· Manufacturer/Wholesaler gives it to a Retailer
· Based on quantity of good
· Causes a reduction in recorded price of an item
· Usually not recorded in journals because the amount left after deductions is recorded
· Allowed only at time of sale (cash or credit)
· Usually same rate offered to all customers
· Depends on sale policy
	· Given by seller to debtor
· Based on receipt of payment before a specified date
· Causes a reduction in the amount of money the debtor owes
· Discount has to be recorded because it is a deduction from the gross selling price
· Allowed only at time if cash receipt or cash payment
· Percentage of discount varies from customer and with time of payment
· Depends entirely on the condition of settling the amount owed within the stipulated period.




2. What is ledger account? Explain using Illustrations

A journal is a record of all transaction in chronological order. This is very difficult to track an income/expense of a certain account, as you have to go through all the different transaction and single out the transactions related to an account. With Posting (in a ledger) all transaction of a specific account are recorded in a ledger or book for that account, making tracking transactions easier, adding new account and removing old accounts are also easier
.
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3. Explain the advantages of Subsidiary Books

Division of work
· The work of the original recording in the journals can be divided among clerks who work independently to make these entries

Facilitate 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 transaction systematically lowers the possibility of fraud and helps identify errors

Better Information
· The journal system does not record certain transactions such as credit sales, credit purchases and returns and so subsidiary books record useful information to these entries

Management Decisions Facilitated
· The management benefits from the systematic record of transactions, which is available in subsidiary books. This enables management to make better decisions

Specialization and Efficiency
· Clerks who are recording transactions repeatedly over a period of time become experts at their work. This specialization of task creates efficiency in accounting
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