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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. 
	
I :What do you understand by 'Subsidiary books'?

A subsidiary account is an account that is kept within a subsidiary ledger, which in turn summarizes into a control account in the general ledger. A subsidiary account is used to track information at a very detailed level for certain types of transactions, such as accounts receivable and accounts payable.
In this book, only those transactions are recorded which are related to credit purchases of
goods in which the business deals in. Recording is made on the basis of Bills/Invoice issued
by the Suppliers.
Transactions not in purchases Book
Purchases of goods for cash. Purchases of Assets meant for long term, not for resale purpose

Ii : What is journal?

A journal is a record of financial transactions in order by date. A journal is often defined as the book of original entry.
All those transactions, which cannot be recorded in any of the subsidiary books mentioned
Above, are recorded in the journal proper or General journal. The following types of
transactions are recorded in this :-
Opening entries Closing entries Transfer entries
Adjustment entries Rectifying entries Other entries

What is petty cash book?

A petty cash book is one in which all petty or small payments made through petty cash fund are recorded systematically. Petty cash book is maintained by the petty cashier. Petty cash book can be maintained either in a simple or in analytical way. and Business has to incur small expenses which are repetitive in nature. To save the time and
efforts of head cashier, business appoints a petty cashier. He is entrusted with the duty of
paying these expenses

What are the different kinds of Subsidiary books?

Subsidiary book may be defined as a book of prime entry in which transactions of a particular category are recorded. 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 or subdivision of journal. 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. Purchase Book    3 Sales Books    4. Purchase Return Book   5.Sales Return Book 

6. Bills Receivable Book 7. Bills Payable Book   8 . Journal Proper  

What do you mean by Cash book?

Cash book shows all the transactions related to cash receipts and payments. Cash Book serves
Two purposes. First, all the cash transactions are recorded first time in cash book it becomes
BOOK OF ORIGINAL ENTRY. Second, there is no need to prepare Cash a/c in ledger it
Also play the role of Principal Book.

Define trade discount and cash discounts.

A discount given by the seller to the buyer as a deduction in the list price of the commodity is trade discount. A deduction in the amount of invoice allowed by the seller to the buyer in goods or services is cash discount. Purpose. To facilitate a bulk sales

What is the difference between trade discount and cash discount? 

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.
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.
 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 
What is ledger account? Explain using illustrations.
A ledger account contains a record of business transactions. It is a separate record within the general ledger that is assigned to a specific asset, liability, equity item, revenue type, or expense type. Examples of ledger accounts are: Cash. Accounts receivable.
Examples of ledger accounts are:
· Cash
· Accounts receivable
· Inventory
· Fixed assets
· Accounts payable
· Accrued expenses
· Debt
· Stockholders' equity
· Revenue
· Cost of goods sold
· Salaries and wages
· Office expenses
· Depreciation
· Tax expense
Explain the advantages of subsidiary books.

A significant advantage of these subsidiary books is that their use makes it possible for division of labors which is extremely important in a large organization. For instance, one clerk may record nothing but credit sales of goods, another nothing but purchases of goods on credit, another nothing but cash receipts and still another nothing but cash payments and so on.

2. The amount of space needed for the record of same transactions is lowered.
3. 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.
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4. Work is delegated to each and every employee, which ensures in evaluating the efficiency of individual employees, as specialization usually leads to efficiency. When a specific task is done again and again, the activity may result in enhanced efficiency while it enables one to eliminate mistakes. 
That is how the efficiency can be increased amid the accountants of a business organization.

5. 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.

6. 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.
In earlier times, traders used to maintain record of the transaction in the journal. But it was later found not convenient. If all the transactions are noted in the journal then the journal grows more thick and hard to handle. In big business houses, it becomes extremely hard to carry on the work of recording business transaction. As a result nowadays large scale business firms like to keep record of transaction in subsidiary books as opposed to 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. There are many advantages of subsidiary books which have been discussed in this article in brief.
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