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1.a) 
In the past, traders use to keep record of the transaction in the journal. But it was later found not convenient. If all the transaction are recorded in the journal then the journal book becomes more thick and difficult to handle it. In big business houses it becomes impossible to carry on the work of recording business transaction. Therefore now a days large scale business firms like to keep record of transaction in subsidiary books instead of journal. Subsidiary books are the book of original entry and it is also called primary records because the first entry of transaction is made in subsidiary books. On the basis of subsidiary books postings are made into concerned account afterwards. 
2. MEANING OF SUBSIDIARY BOOKS: 
Subsidiary Books refers to books meant for specific transactions of similar nature. Subsidiary Books are also known as Special journals or day books. To overcome shortcoming of the use of the journal only as a book of original entry, the journal is subdivided into specific journals or subsidiary books.

1.b)
· Different persons perform the accounting work on different books so the accounting work is completed within 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 person 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 also may 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.
                                                                                                   Student Name: Shakeel Ahmed
                                                                                              Student ID# 1507, Assessment # 4, 
                                                                                                                                    Page No: 2
1.c)
Purchases Journal
A purchases journal is a record of all acquisitions made on credit during a period. In other words this is a journal that keeps track of the orders placed using vendor credit or accounts payable as well as the current balance owed to each vendor.

A typical purchases journal has several columns to record the date, vendor account, invoice date, credit terms, accounts payable, balance and other account balances. All of these columns use source documents that were acquired throughout the voucher system. For e.g. the invoice is used to input the price and the date. The purchase order is used to record the terms of the vendor’s credit.

Management typically uses this journal to track the status of each purchase, the amount owed to vendors the due dates of each balance along with the discount periods. The accounting department uses this journal to crosscheck and tie out the accounts payable subsidiary accounts at the end of each period. Let’s take a look at an example.

Example

Jordan’s Bowling is a bowling ally with 37 lanes. It regularly orders food and supplies for its bar from various suppliers. When the kitchen manager places an order for $100 of inventory with a vendor, Jordan typically has 30 days to pay for the order. This credit transaction would be recorded by debiting inventory and crediting accounts payable for $100.

The purchasing journal would also record the transaction by debiting inventory, crediting accounts payable and recording the date, invoice, terms, and vendor. 
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Every entry in this journal includes a credit to accounts payable. The debit typically goes to inventory but it can also go to other accounts like supplies.


Since the purchases journal only records credit transactions, none of the cash transactions made during the period are posted in it. Instead, all cash inventory and supply purchases are recorded in the cash disbursements journal.

Sales Journal:
Definition and Explanation:
When a business supplies goods to a customer an invoice is made out. The top copy is sent to the purchaser who records it in his purchase journal. The delivery of the goods will new take place but meanwhile the seller who made out the invoice has to record the transaction in his book. The book in which he records the transactions is called "sales journal". Sales journal is also called “sales book”. The second copy of the invoice which is retained by the seller will be entered into his book of original entry.
There are so many customers to whom goods are sold in a day. So every day a bundle of invoices made out by the invoice department of the seller whose top copies have already been sent to the purchasers will be given to the sales journal clerk, who will enter them in the sales journal.
The ruling of the sales journal is exactly the same as the purchase journal and is illustrated below:
Suppose on 20.1.2015 we sold to L&M. 10 cartons of soap @ $300 per carton. We made out an invoice and sent the top copy of the invoice to L&M. The second copy of the invoice is retained by us. This transaction is recorded in the sales journal on the basis of this copy. The sales book will be as follows:
Sales Journal
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	Date
	Description
	Invoice No.
	L/F
	Details $
	Amount $

	20.1.2015
	L&M
10 cartons of soap @ $300 per carton
Less trade discount
	
262
	
DL16
	
3000
Nil
	

3,000
------------
3000



Explanation:
The difference columns of sales journal or sales book are explained as follows:
1. Date: The date of the sales goods is written in this column.
2. Description: The name the person or business to whom goods are sold, details of goods sold etc. are written in this column.
3. Invoice No: The serial No of the invoice (262) is written in this column.
4. Ledger Folio: When goods are sold to a customer, his account is opened in debtor's ledger (DL denotes debtor's ledger) in the name of the customer. The page No. (16) of the ledger where the account has been opened is written in this column.
5. Details: This column shows how the net price of goods is ascertained after deducting trade discount (if allowed).
6. Amount: The net price of the goods is written in this column.

Example:

Enter the following transactions into sales journal:
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1. June 4, 2005,  sold on credit to O:
10 tables @ $150
30 chairs @ $100
2. June 11, 2005, sold on credit to S:
1 dining table @@ $1,500
3. June 30, 2005, sold on credit T restaurant:
100 chairs @ $150
20 tables @ $200
4. The trader offers trade discount at the following rates:
Sales up to $2000 - 5%
Sales beyond $2000 - 10%
1.d)
Journal


Short Definition: A journal details all the financial transactions of a business and which accounts these transactions affect.
All business transaction are initially recorded in a journal using the double-entry method or single-entry method of bookkeeping.
Typical journal entries are entered in chronological order and debits are entered before credits.
Longer Explanation of an Accounting Journal
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In accounting a "journal" refers to a financial record kept in the form of a book, spreadsheet, or accounting software that contains all the recorded financial transaction information about a business.
An accounting journal is created by entering information from receipts, sales tickets, cash register tapes, invoices, and other data sources that show financial transactions. Business transactions should be recorded so that they can be presented in the journal in chronological order.
Before computers an accounting journal was a physical log book with multiple columns to record financial transactions for a company. Today most businesses use soft type of financial accounting software to record and manage their business transactions. These transactions are then assigned to a specific ledger class using a Chart of Accounts number to prepare profit and loss statements, financial statements, and other important financial reports. Each listed transaction is referred to as a journal entry. Information from the journal is then recorded in ledgers.
It is also known as Book of First Entry.
1.e)
Petty Cash Book:
It is another Cash Book which is maintained generally in large business concerns to reduce the burden of 'Main Cash Book', in which numerous transactions involving petty (small) amounts are recorded. For this purpose a Petty Cashier is appointed by the 

Chief Cashier. The Chief Cashier advances a sum of money to the Petty Cashier to enable him to meet petty expenses for a fixed period. The Petty Cashier will record this amount on the Debit Side of the Petty Cash Book while the Chief Cashier will record the 
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same amount on the Credit Side of the Main Cash Book.
 
The fundamental difference between the Main Cash Book and the Petty Cash Book is that only petty expenses are recorded in the Petty Cash Book. No receipt (with the exception of money received from the Chief Cashier) however small it may be is recorded in it. But in the main Cash Book all receipts (big and small) and large expenses are recorded.
Thus we see that in large organizations both the books are essential although the importance of the Petty Cash Book is somewhat less than the Main Cash Book.
Thus the book in which small payments which are not convenient to record in the Main Cash Book (like postage, traveling expenses, purchase of stationery etc.) are recorded is called Petty Cash Book.
System of Petty Cash Accounting:
1 ) Open System:
Under this system the Petty Cashier at first receives from the Chief Cashier a fixed sum of money for meeting petty expenses. As soon as the said amount is spent the Chief Cashier again pays the required sum to the Petty Cashier.
2 ) Fixed Advance System:
Under this system the Petty Cashier receives from the Chief Cashier a fixed Slim of money for a fixed period of time i.e. $200 per month. The Chief Cashier will pay $200 to the Petty Cashier every month irrespective of this that whether the Petty Cashier has spent the total sum or not.
3 ) Imprest System:
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This system is generally followed by most of the business concerns. Under this system the total petty expenses for a particular period are estimated and that amount is advanced by the Chief Cashier to the Petty Cashier. This amount is called Imprest Cash. On the expiry of the fixed period the Petty Cashier prepares a statement of his expenses and submits it to the Chief Cashier. This statement is known as Statement of Petty Expenses. The Chief Cashier examines the statement and if he finds it correct, hands over the Petty Cashier an amount equal to the amount actually spent. This amount plus the amount lying unspent with the Petty Cashier will be equal to the Imprest Cash.
In this way the Petty Cashier will start every time with an amount equal to Imprest Cash. In other words the amount lying with the Petty Cashier will never exceed Imprest Cash. Generally a columnar Petty Cash Book is used in which different columns are provided for different petty expenses.
The balance of the Petty Cash Book will be shown on the asset side of balance sheet as "Cash in hand" at the end of the year.
Example:
From the following particulars prepare a Petty Cash Book under Imprest System 2005
Jan. 1. Received from the Chief Cashier as imprest cash $400.
Jan. 2. Paid Taxi hire $20.
Jan. 3. Paid postage $28 and stationery $60.
Jan. 4. Purchased stationery $48.
Jan. 5. Paid telegram charges $28 and bus fare $4.
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Jan. 6. Bought postage stamps $96.
Jan. 7. Paid $72 for repairs of typewriter
Solution: Petty Cash Book
	Amount Received $
	Date
	Particulars
	V. No.
	Total $
	Traveling Expenses $
	Postages $
	Stationery $
	Office Expenses $
	Misc. Expenses $

	400
	2005
	Cash Received
	 
	 
	 
	 
	 
	 
	 

	 
	Jan. 1
	 
	 
	 
	 
	 
	 
	 
	 

	 
	Jan. 2
	Taxi hire A/c
	 
	20
	20
	 
	 
	 
	 

	 
	Jan. 3
	Postage A/c
	 
	28
	 
	28
	 
	 
	 

	 
	Jan. 3
	Stationery A/c
	 
	60
	 
	 
	60
	 
	 

	 
	Jan. 4
	Stationery A/c
	 
	48
	 
	 
	48
	 
	 

	 
	Jan. 5
	Telegram A/c
	 
	28
	 
	28
	 
	 
	 

	 
	Jan. 5
	Bus fare A/c
	 
	4
	4
	 
	 
	 
	 

	 
	Jan. 6
	Postage A/c
	 
	96
	 
	96
	 
	 
	 

	 
	Jan. 7
	Repairs A/c
	 
	72
	 
	 
	 
	72
	 

	 
	 
	 
	 
	
	
	
	
	
	

	 
	 
	 
	 
	356
	24
	152
	108
	72
	 

	 
	 
	Balance c/d
	 
	44
	 
	 
	 
	 
	 

	
	 
	 
	 
	
	
	
	
	
	

	400
	 
	 
	 
	400
	 
	 
	 
	 
	 

	
	 
	 
	 
	
	 
	 
	 
	 
	 

	44
	Jun. 8
	Balance b/d
	 
	 
	 
	 
	 
	 
	 

	356
	 
	Cash received
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1.f) 
Most of the big companies are recording the business transactions in one journal and the posting of the same to the concerned ledger accounts are very difficult tasks and which require more clerical labour also. For avoiding such kind of difficulties most of the 

business organizations are subdividing the journal in to subsidiary journals or subsidiary books.  Subsidiary books are those books of original entry in which similar nature of transactions are recording in a chronological order.
Kinds of Subsidiary Books
There are different kinds of subsidiary books which includes purchase day book, Sales day book, purchase returns book, Sales returns book, Bills receivable books, Bills payable books, Cash book.
1.       Purchase day book
purchase day book is used for recording credit purchase of goods only. This will not record any cash purchase or credit purchase of any assets. The term goods means all the commodities and services in which the company deals in day to day activities. The preparation of purchase day book involves the Date column, Particulars column, Invoice number column, Ledger folio column, inner amount column and Amount column.
2.       Sales day book
Sales day book is mainly used for recording credit sales of goods and services in an organization. This will not record any cash sales or assets sales. The ruling for the preparation of this book is same as like Purchase day book. This involves the Date column, Particulars column, Invoice number column, Ledger folio column, inner amount column and Amount column.
3.       Purchase returns book
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This is maintained to record the transactions of goods returned to the supplier when purchase on credit. The ruling of the preparation of purchase return book or returns outward book involves Date, Particulars, Debit note number, Ledger folio and amount column.
4.       Sales returns book
This book is used to record the goods returned by the customer the goods sold on credit. The ruling of the preparation of Sales return book or returns inward book involves Date, Particulars, credit note number, Ledger folio and amount column.

5.       Bills receivable books
It is used to record the transactions when the bills received from the customer for credit sales. This provides a medium for posting bills receivable transaction. The preparation of this book involves Date when received, Drawer, Acceptor, Where payable, date of bill, term, due date ledger folio, Amount, remarks columns.
6.       Bills payable books
This is used to record the acceptances given to the suppliers for credit purchase. The preparation of bills payable book involves Date of acceptance, giver, payee, Where payable, date of bill, term, due date, ledger folio, Amount, remarks columns.
7.       Cash book
The cash book is used to record all the receipts and payments of cash. For the preparation of cash book there are different rules are available according to the nature of business. The different forms of cash book are as follows:-
a.       Simple Cash book – This is the simple form of cash book.
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b.      Two column cash book – This type of cash book have two columns like cash column and discount column.
c.       Three column cash book – This involves three columns such as Bank column, cash column and discount column.
d.      Petty cash book -  This is used to record petty expenses like postage, cartage, printing and stationery etc in the day to day business activities.

1.g)
Cash book consists of cash and bank accounts taken out of ledger and maintained separately thus it is a substitute of ledger for cash and bank accounts. It is also a book of original entry because cash and bank transactions are not recorded in any other subsidiary book.

Cash book may be described as a primary book meant for recording all cash (including bank) transactions-date-wise usually accompanied by brief narration. It serves the purpose of ledger also.
It is journal in the sense that all cash transactions are primarily recorded in the cash book with narration and therefore these are posted to the relevant accounts in the ledger. Cash book is also ledger in the sense that it serves the purpose of cash account and bank account.
“Cash book is actually a ledger account but owing to the large number of entries made therein it is kept in a separate book called cash book. Which is also used as a book of prime entry.”
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1.h)
Different types of cashbook are:
1) Simple or Single column cash book
2) Two column cash book or cash book with cash & discount column
3) Three column cash book or cash book with cash, bank & discount column
4) Bank cash book or cash book with discount columns
5) Petty cash book
i) Simple or single column cash book It is a cash book in which only and only cash transactions are recorded. By single column we mean "one amount column" on each side of the Cash Book. One amount column on the debit side in which inflow of cash (cash received) is recorded and one amount column on the credit side in which outflow of cash (cash paid) is recorded. It is generally maintained by such business concerns which do not have bank accounts. (small business concerns).
Balancing the Cash Book:
The Cash Book is balanced in the same way as a ledger account. A Single Column Cash Book always shows debit balance (Debit side exceeding credit side) because more cash cannot be paid than what we have. To verify the accuracy of the Cash Book, 

it should be balanced daily (which may be shown in the Cash Book with red pencil). The balance as per the Cash Book must tally with the actual cash in the cash box. At the end of the period the Cash Book is finally balanced (showing debit balance) and the balance is put on the credit side for the purpose of closing the cash book. This balance will be transferred on the debit side of the Cash Book as opening balance of the next period.
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ii) Cash A/c and Bank A/c are two busiest accounts in ledger and they are removed from the ledger to reduce its volume and size. Cash A/c is removed from the ledger and instead of it the Single Column Cash Book is kept to record cash transactions. In the same way no Bank A/c is opened in ledger for recording bank transactions, rather an additional amount column is provided on each side of 'Single Column Cash Book' for recording bank transactions. One more column for amount is provided on the debit side and one on credit side of Single Column Cash Book. These two amount columns on debit side and credit side will serve as Bank A/c and so it will not be necessary to open a Bank A/c in the ledger. The Cash Book having two Amount Columns on both sides is called 'Double Column Cash Book'.
Thus it is said that the Double Column Cash Book has two accounts in it, the Cash A/C and the Bank A/C.
Contra Entry
In any account we can only have one half of a double entry. An account cannot be debited and credited at the same time. For example, when we sell goods for cash, cash received will be recorded on the debit side of Cash Book and the goods sold will be posted on the credit side of Sales Account. But in Double Column Cash Book, we have two accounts, Cash A/c and the Bank A/c, so it is possible to have both a debit entry and a credit entry at the same time. For example, cash of $5,000 is deposited into the bank. In this transaction both Bank A/c and Cash A/c are involved and they will be recorded on both sides of Double Column Cash Book i.e. on the debit side in bank column and on the credit side in cash column.

Thus a transaction in which Cash A/c and Bank A/c are involved, is recorded on both the sides of Double Column Cash Book, it is called "contra entry", from the Latin prefix contra meaning 'opposite to or against'.
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In recording such a transaction the letter "C", is written in 'L.F' column because both aspects of the transactions are recorded and there is no need to post them into the ledger.
In this connection, the difference between contra entry and other entries in Cash Book may be noted. ''The Double entry work of contra entry is completed in Cash Book. They need not be posted to ledger". But the double entry work of other entries in Cash Book is not completed, one aspect (i.e. cash aspect) of the transaction is, however, completed in Cash Book, but the other aspect is not completed, which is to be posted to the concerned account in ledger.
Contra entry will be passed in the following cases:
When cash is deposited into the Bank:
Bank column - debit -- Cash column-credit.
When cash is drawn from the bank for business purposes:
Cash Column - debit -- Bank column - credit.
When a cheque received from a debtor on a date subsequent to its receipt is deposited into the bank:
Bank column - debit -- Cash column - credit.

iii) In order to incorporate bank transactions (receipts and payments by cheque) which are allowed by the business to its customers and cash discounts. Triple Column Cash Book is prepared by adding one additional column with Double Cash Book. So Triple Column Cash Book is a Cash book which has three columns on either side to record Cash, Bank and Discount transactions.
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In the debit side of Triple Column Cash Book, cash receipt, cheque receipts and cash discount columns respectively. Similarly in the credit side of Triple Column Cash Book payment of cash, payment by cheque and cash discount received are recorded in Cash, Bank and Discount columns respectively. The transactions which affect cash and bank account at a time are called contra entries and are recorded in both sides of Triple Column Cash Book. The balance of cash column is the closing cash in hand, the balance of bank column is the cash at bank or bank overdraft. The discount column is not balanced but only totaled.

iv) The terms bank balance and book balance are used in the accounting and bookkeeping procedure known as reconciling the bank statement.
The bank balance is also known as the balance per bank or balance per bank statement and it refers to the ending balance appearing on a bank statement. For example when a company receives its June checking account statement from its bank, the June 30 balance will be the bank balance. Usually this bank balance will not agree with the amount in the company's records since some checks written by the company will not have cleared the checking account by June 30. Similarly, some money received by the company on June 30 may not have been deposited in time for the amount to appear on the June bank statement.
In the bank reconciliation the term book balance may be referred to as the balance per books, and it is the amount shown in the company's records. For example the book balance at June 30 refers to the balance in the company's general ledger account Cash or Checking Account. (For an individual the book balance is often the balance appearing in the person's check register.) Often the book balance at June 30 will not be the true amount until some items on the bank statement are recorded. For example the June bank statement may reveal some bank fees that were withdrawn by the bank at the end of June.
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v) Petty Cash Book:

It is another Cash Book which is maintained generally in large business concerns to reduce the burden of 'Main Cash Book', in which numerous transactions involving petty (small) amounts are recorded. For this purpose a Petty Cashier is appointed by the 
Chief Cashier. The Chief Cashier advances a sum of money to the Petty Cashier to enable him to meet petty expenses for a fixed period. The Petty Cashier will record this amount on the Debit Side of the Petty Cash Book while the Chief Cashier will record the same amount on the Credit Side of the Main Cash Book.
The fundamental difference between the Main Cash Book and the Petty Cash Book is that only petty expenses are recorded in the Petty Cash Book. No receipt (with the exception of money received from the Chief Cashier) however small it may be is recorded in it. But in the main Cash Book all receipts (big and small) and large expenses are recorded.
Thus we see that in large organizations both the books are essential although the importance of the Petty Cash Book is somewhat less than the Main Cash Book.
Thus the book in which small payments which are not convenient to record in the Main Cash Book (like postage, traveling expenses, purchase of stationery etc.) are recorded is called Petty Cash Book.
 
1.i) Trade Discount
1. A trade discount is the reduction granted by a supplier of goods/services on the list or catalog prices of the goods supplied.
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2. It is provided due to business consideration such as trade practices, large quantity orders etc.
3. Trade discount is not separately shown in the books of accounts and all amounts recorded in a purchases or sales book are done in the net amount only.
4. Trade discount is allowed on both credit and cash transactions.
5. Trade discount is given on the basis of a purchase.

Example for Trade Discount
10 vehicles were purchased by Unreal Pvt Ltd with a 5% trade discount on the list price of 1,00,000 each.
Total List Price = 10 x 1,00,000 = 10,00,000
Total Discount = 5% of 10,00,000 = 50,000
Final Invoice Price after TD = 10,00,000 – 50,000 = 9,50,000

Cash Discount
1. A cash discount is a deduction allowed by a supplier of goods or by a provider of services to the buyer from the invoice price.
2. It is provided as an incentive or a motivation in return for paying a bill within a specified time.
3. Cash discount is shown separately in the books it is shown as an expense in the Profit and Loss A/C.
4. Cash discount is only allowed on cash payments.
5. Cash discount is given on the basis of payment.
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Example for Cash Discount
Let’s continue the example above for the trade discount. Let us assume that the supplier in addition extended a cash discount of 2% 10 Net 30 days.
This means that if the buyer pays within 10 days of delivery they can avail an extra 2% discount on the Invoice price.
So Invoice Price = 9,50,000
2% of 9,50,000 = 19,000
Net amount to be paid within 10 days = 9,50,000 – 19,000 = 9,31,000

1.j)
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.
Distinguish between trade and cash discount
1) When Allowed?
Trade discount is usually allowed when bulk purchases are made.
Cash discount is usually allowed if payment in cash is made promptly i.e. within a short period of time.
2) Purpose or 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.
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3) How Calculated?
Trade discount is calculated as a percentage of the catalogue price.
Cash discount is calculated as a percentage of net amount payable by the buyer.
4) Variation in Rate 
Trade discount rate varies according to the type and quantity of goods purchased.
Cash discount varies according to the period of payment.
5) 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:2)
The journal provides a complete listing of the daily transactions of a business. But it does not provide information about a specific account in one place. For example to know how much cash balance we have the accounting clerk would have to check all the journal entries in which cash is involved and this is very laborious job because there are hundreds or even thousands of cash transactions recorded on different pages of journal. To avoid this difficulty the debit and credit of journalized transactions are transferred to ledger accounts. Thus all the changes for a single account are located in one place - in a ledger account. This makes it easy to determine the current balance of any account.
Contents:
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· Definition and explanation of ledger
· Characteristics of ledger account
· Types or forms of ledger accounts
· 
Definition & Explanation of Ledger:

The book in which accounts are maintained is called ledger. Generally, one account is opened on each page of this book, but if transactions relating to a particular account are numerous it may extend to more than one page. All transactions relating to that account are recorded chronologically. From journal each transaction is posted to at least two concerned accounts - debit side of one account and credit side of another account. Remember that if there are two accounts involved in a journal entry it will be posted to two accounts in the ledger and if the journal entry consists of three accounts (compound entry) it will be posted to three different accounts in the ledger. The process of transferring information from journal to ledger accounts is known as posting. The goal of all transactions is ledger. Ledger is known as the destination of entries in journal but it must be remembered that transactions cannot be recorded directly in the ledger - they must be routed through journal. This concept is illustrated below:
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	Transaction

	↓

	Journal

	↓

	Ledger



So, the books in which all the transactions of a business concern are finally recorded in the concerned accounts in a summarized form is called ledger.
Characteristics of Ledger Account:
The ledger has the following main characteristics:
1. It has two identical sides - left hand side (debit side) and right hand side (credit side).
2. Debit aspect of all the transactions are recorded on the debit side and credit aspects of all the transactions are recorded on credit side according to date.
3. The difference of the totals of the two sides represents balance. The excess of debit side over credit side indicates debit balance, while excess of credit side over debit side indicates the credit balance. If the two sides are equal, there will be no balance.
4. Generally the balance is drawn at the year end and recorded on the lesser side to make the two sides equal. This balance is know as closing balance.
5. The closing balance of the current year becomes the opening balance of the next year.
Types & Forms of Ledger Account:
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There are two forms of ledger accounts. These are:
1. Standard form
2. Self-balancing form
Standard Form of Ledger Account:
To understand clearly as to how to write the accounts in ledger, the standard form of an account is given below with two separate transactions:
	Date
	Particulars
	J.R
	Amount
	Date
	Particulars
	J.R
	Amount

	2005
Dec. 17
	
Cash A/C
	 
	
1,200
	2005
Dec. 17
	
Purchases A/C
	 
	
2,000


It appears that each account in the ledger has two similar sides - left hand side is called debit side (briefly Dr.) and right hand side (briefly Cr.) side. Now a days these two words are not used, because it is obvious that the left hand side is debit side and right hand side is credit side.
Posting Procedure:
Transferring information i.e. entries from journal to ledger accounts is called posting. The procedure of posting from journal to ledger is as follows:
1. Locate the ledger account from the first debit in the journal entry.
2. Record the date in the date column on the debit side of the account. The date is the date of transaction rather than the date of the posting.
3. Record the name of the opposite account (account credited in entry) in the particular (also known as reference column, description column etc) column.
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4. Record the page number of the journal in the journal reference (J.R) column from where the entry is being posted.
5. Record the amount of the debit in the "amount column"
6. Locate the ledger account for the first credit in the journal and follow the same procedure.
Balancing an Account:
The difference between the two sides of an account is its balance. The balance is written on the lesser side to make the two sides equal. The process of equalizing the two sides of an account is known as balancing.

The rules for balancing an account are stated as below:
1. Add up the amount columns of both the sides of an account and write the totals in a separate slip of paper.
2. Find out the difference of the two totals.
3. Write down the difference on the lesser side of the account.
4. Now total up both the sides and write the totals and draw double lines under them.
5. Again write the difference on the opposite side below the double line.
If the debit side of an account is heavier, its balance is known as debit balance & if the credit side of an account is heavier its balance is known as credit balance. If the two sides are equal, that account will show zero balance. The rules for determining the balance is as follows:
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	Total debit
	=
	More than total credit
	=
	Debit balance

	Total credit
	=
	More than total debit
	=
	Credit balance

	Total debit
	=
	Total credit
	=
	Nil balance



It may be noted that at the time of balancing an account debit balance is placed on the credit side and credit balance on debit site. This balance is known as closing balance. What is closing balance in this year is the opening balance of the next year.
Example:

Enter the following transactions in journal and post them into ledger:
2005
Jan.1. Mr. Javed started a business with cash $ 100,000
2 . He purchased furniture for $ 20,000
3 . He purchased goods for $ 60,000

4 . He sold goods for $ 80,000
5 , He paid Salaries $ 10,000

                                                                                                   Student Name: Shakeel Ahmed
                                                                                              Student ID# 1507, Assessment # 4, 
                                                                                                                                  Page No: 26
Solution:
Journal
	Date
	Particular
	L.F
	Amount
	Amount

	2005
	 
	 
	 
	 

	Jan. 1
	Cash A/C .....................................................Dr.
     Capital
(Being capital brought in)
	9
11
	100,000
	
100,000

	2
	Furniture A/C.................................................Dr.
     Cash A/C
(Being furniture purchased for cash)
	13
9
	20,000
	
20,000

	3
	Purchases A/C...............................................Dr.
     Cash A/C
(Goods purchased for cash)
	15
9
	60,000
	
60,000

	5
	Cash A/C......................................................Dr.
     Sales A/C
(Sold goods for cash)
	9
17
	80,000
	
80,000

	6
	Salaries A/C..................................................Dr.
      Cash A/C Return
(Salaries paid)
	19
9
	10,000
	
10,000
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Ledger
Cash Account (No.9)

	Date
	Particular
	J.R
	Amount
	Date
	Particulars
	J.R
	Amount

	2005
	 
	 
	 
	2005
	 
	 
	 

	Jan.1
	Capital A/C
	1
	100,000
	Jan.2
	Furniture A/C
	1
	20,000

	Jan.5
	Sales A/C
	1
	80,000
	Jan.3
	Purchases A/C
	1
	60,000

	 
	 
	 
	 
	Jan.6
	Salaries A/C
	1
	10,000

	 
	 
	 
	 
	 
	Balance c/d
	 
	90,000

	 
	Total
	 
	180,000
	 
	Total
	 
	180,000


Capital Account (No.11)
	Date
	Particular
	J.R
	Amount
	Date
	Particulars
	J.R
	Amount

	2005
	 
	 
	 
	2005
	 
	 
	 

	Jan.6
	Balance c/d
	 
	100,000
	Jan.1
	Cash A/C
	1
	100,000

	 
	Total
	 
	100,000
	 
	Total
	 
	100,000


Furniture Account (No.13)
	Date
	Particular
	J.R
	Amount
	Date
	Particulars
	J.R
	Amount

	2005
	 
	 
	 
	2005
	 
	 
	 

	Jan.2
	Cash A/C
	1
	20,000
	Jan.6
	Balance c/d
	 
	20,000

	 
	Total
	 
	20,000
	 
	Total
	 
	20,000



                                                                                                   Student Name: Shakeel Ahmed
                                                                                              Student ID# 1507, Assessment # 4, 
                                                                                                                                  Page No: 28

Purchases Account (No.15)
	Date
	Particular
	J.R
	Amount
	Date
	Particulars
	J.R
	Amount

	2005
	 
	 
	 
	2005
	 
	 
	 

	Jan.3
	Cash A/C
	1
	60,000
	Jan.6
	Balance c/d
	 
	60,000

	 
	Total
	 
	60,000
	 
	Total
	 
	60,000


Sales Account (17)
	Date
	Particular
	J.R
	Amount
	Date
	Particulars
	J.R
	Amount

	2005
	 
	 
	 
	2005
	 
	 
	 

	Jan.6
	Balance c/d
	 
	80,000
	Jan.5
	Cash A/C
	1
	80,000

	 
	Total
	 
	80,000
	 
	Total
	 
	80,000



Salaries Account (19)
	Date
	Particular
	J.R
	Amount
	Date
	Particulars
	J.R
	Amount

	2005
	 
	 
	 
	2005
	 
	 
	 

	Jan.6
	Cash A/C
	1
	10,000
	Jan.6
	Balance c/d
	 
	10,000

	 
	Total
	 
	10,000
	 
	Total
	 
	10,000


Self-Balancing Form of Ledger Account
In practice the standard form of the ledger account is not used. But it is usually used for examination purposes.
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In practice the self-balancing form of ledger accounts is used. The advantage of this type of ledger account is that the balance of the account after each transaction is available at a glance from the last column. So much time and labor is saved. In the following example self-balancing ledger accounts have been used.

Example: 
Enter the following transactions in journal and post them into the ledger and also prepare a trial balance.

2005
Jan.1. Mr, X started a business with cash $ 80,000 & Furniture $ 20,000
Jan.2. Purchased goods on credit worth $ 30,000 from Y
Jan.3. Sold goods for cash $ 16,000
Jan.4. Sold goods on credit to S for $ 10,000
Jan 8. Cash received from S $ 9,800 in full settlement of his Account.
Solution:

Journal
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	Date
2005
	Particulars
	L.F
	DR.
Amount ($)
	Cr.
Amount ($)

	Jan. 1
	Cash A/C
	5
	80,000
	 

	 
	Furniture A/C
	7
	20,000
	 

	 
	     Capital A/C
	9
	 
	1,00,000

	 
	(Owner invested cash and furniture)
	 
	 
	 

	 
	
	 
	 
	 

	Jan. 2
	Purchases Account
	11
	30,000
	 

	 
	     Y
	13
	 
	30,000

	 
	(Bought goods on credit)
	 
	 
	 

	 
	
	 
	 
	 

	Jan. 3
	Cash A/C
	5
	16,000
	 

	 
	     Sales A/C
	15
	 
	16,000

	 
                                   
                           
	(Sold goods for cash)
	 
	 
	
 

	 
	
	 
	 
	 

	Jan. 4
	S A/C
	17
	10,000
	 

	 
	     Sales A/C
	15
	 
	10,000

	 
	(Sold goods on credit)
	 
	 
	 

	 
	



	 
	 
	 

	Jan. 8
	Cash A/C
	5
	9,800
	 

	 
	Discount A/C
	19
	200
	 

	 
	     S A/C
	17
	 
	10,000

	 
	(Cash received and discount allowed)
	 
	 
	 


 
Ledger
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Cash Account (No.5)



	Date
	references
	J.R
	Debit
	Credit
	Balance

	2005
	
	
	
	
	Dr.
	Cr.

	Jan. 1
	Capital A/C
	5
	80,000
	 
	80,000
	 

	Jan. 3
	Sales A/C
	5
	16,000
	 
	96,000
	 

	Jan. 8
	S A/C
	5
	9,800
	 
	105,800
	 




Furniture Account (No.7)

	Date
	references
	J.R
	Debit
	Credit
	Balance

	2005
	
	
	
	
	Dr.
	Cr.

	Jan. 1
	Capital A/C
	5
	20,000
	 
	20,000
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Capital Account (No.9)

	Date
	references
	J.R
	Debit
	Credit
	Balance

	2005
	
	
	
	
	Dr.
	Cr.

	Jan. 1
	Cash A/C
	5
	 
	80,000
	 
	80,000

	Jan. 1
	Furniture A/C
	5
	 
	20,000
	 
	1,00,000



Purchases Account (No.11)


	Date
	references
	J.R
	Debit
	Credit
	Balance

	2005
	
	
	
	
	Dr.
	Cr.

	Jan. 2
	Y A/C
	5
	30,000
	 
	30,000
	 



Y Account (No.13)
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	Date
	references
	J.R
	Debit
	Credit
	Balance

	2005
	
	
	
	
	Dr.
	Cr.

	Jan. 2
	Purchases A/C
	5
	 
	30,000
	 
	30,000


Sales Account (No.15)
	Date
	references
	J.R
	Debit
	Credit
	Balance

	2005
	
	
	
	
	Dr.
	Cr.

	Jan. 3
	Cash A/C
	5
	 
	16,000
	 
	16,000

	Jan. 4
	S A/C
	5
	 
	10,000
	 
	26,000



S Account (No.17)
	Date
	references
	J.R
	Debit
	Credit
	Balance

	2005
	
	
	
	
	Dr.
	Cr.

	Jan. 4
	Sales A/C
	5
	10,000
	 
	10,000
	 

	Jan. 8
	Cash A/C
	5
	 
	9,800
	 
	 

	Jan. 8
	Discount A/C
	5
	 
	200
	Nil
	 




Discount Account (No.19)
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	Date
	references
	J.R
	Debit
	Credit
	Balance

	2005
	
	
	
	
	Dr.
	Cr.

	Jan. 8
	S A/C
	5
	200
	 
	200
	 



Q:3)
Meaning and Types of Subsidiary Books:
Subsidiary Books are those books of original entry in which transactions of similar nature are recorded at one place and in chronological order. In a big concern, recording of all transactions in one Journal and posting them into various ledger accounts will be very difficult and involve a lot of clerical work.
This is avoided by sub-dividing the journal into various subsidiary journals or books. The subdivisions of journal into various subsidiary journals for recording transactions of similar nature are called as ‘Subsidiary Books.’
The different subsidiary books and their purpose are shown below:
1. Purchases Day Book – for recording credit purchase of goods only. Cash purchase or assets purchased on credit are not entered in this book.
2. Sales Day Book – for recording credit sales of goods only. Assets sold or cash sales are not recorded in this book.
3. Purchases Returns Book – for recording the goods returned to the suppliers when purchased on credit.
4. Sales Returns Books – for recording goods returned by the customers when sold on credit.
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5. Bills Receivable Book – for recording the bills received [Bills Receivables] from customers for credit sales.
6. Bills Payables Book – for recording the acceptances [Bills Payables] given to the suppliers for credit purchases.
7. Cash Book – for all receipts and payments of cash.
8. Journal Proper – for recording any transaction which could not be recorded in the above-mentioned subsidiary books. For example, assets purchased or sold on credit and opening entry etc., are entered in this book.

Advantages of Subsidiary Books:
The following are the advantages of Subsidiary books or Special journal: 
1. Saving of Clerical Labour:
Subsidiary books effect considerable saving of clerical labour in postings and narration. Transactions of any one class such as credit purchases, credit sales, cash transactions etc., are recorded through separate subsidiary journals and there is no need for giving narration.
For example, by recording the transactions in the Purchase Day book 50% of the labour in postings is saved. The periodical total of this book is to be debited to the Purchases a/c. Only the personal accounts of the suppliers are to be credited.
2. Division of Clerical Work:
As separate journals are used for recording the transactions of each particular type, the division of clerical labour amongst several office clerks becomes possible. This makes speedy record of day-to-day transactions practicable.
3. Minimizes Frauds:
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These books make possible the introduction of internal check system under which the system of rotation of writing up books can be adopted. This helps minimizing errors and detecting frauds.
4. Facilitates Further Reference:
As transactions of similar nature are grouped together in a separate book, the further reference to any particular item is considerably facilitated.
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