

	Tracy Connors
	6186
	Assignment #4
	Page | 4
[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	Tracy Connors

	Student Number:
	6186

	Course:
	Diploma in Accounting & Finance

	Assignment NO:
	4



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. 
	Please insert your completed assignment ( in word format)  here:









Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	Tracy Connors
	Date
	[bookmark: _GoBack]5/31/17




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	




1.i.  What do you understand by “Subsidiary Books”? Subsidiary books are books of original entry in which similar transactions are recorded in one place in chronological order.  This is where the day to day transactions are posted and then finally posted to the general ledger.  There are several types of subsidiary books.
1.ii.	What is a journal?  A journal is a record of financial transactions in order by date. It states the date of the transaction, what accounts are affected and the corresponding dollar amounts.  Typically used in a double entry bookkeeping method.
1.iii.	What is petty cash book?  It is an accounting book used for recording expenses that are small and of little value.  Examples would be postage, small office supply reimbursement, toll reimbursement. 
 1.iv.	What are the different kinds of subsidiary books?
· Purchases book – which records credit purchases of goods only.  
· Sales book – records credit sales of goods only.
· Purchase return book – which records the return of goods to suppliers when purchased on credit.
· Sales return book – records the return of goods from a customer that were sold on credit.
· Bills receivable book – records bills received from customers for credit sales
· Bills payables book – records the acceptances given to suppliers for credit purchases.
· Cash book – records all receipts and payments of cash.
· Journal proper – records transactions that cannot be recorded on the books mentioned above.  An example would be an asset purchase or an opening entry.
1.v.	What do you mean by cash book?  The petty cash book is a manual tracking system done by the person in charge of the cash box.  The cash box typically has a set dollar value and must be reconciled to that amount on a periodic basis.
1.vi.	Define trade discount and cash discounts.  Trade discount is the amount by which a manufacturer reduces the retail price of a product when it sells to a reseller rather than to the end customer.  The reseller in turn charges the full price to its customers to earn a profit on the sale.  Cash discount is a reduction in the purchase price of goods or services based on an early cash payment.  An example would be 2/10, n/30 which means a 2% discount if paid in 10 days, no discount if paid after the ten days.
1.vii.  What is the difference between trade discount and cash discount?  A discount given by a seller to the buyer as a deduction in list price is a trade discount.  A deduction in the amount of an invoice to the buyer for early payment is a cash discount.  Trade discount applies to the price of goods or services sold, cash discount applies to the early payment of an invoice for goods or services.

2.	What is ledger account?  A ledger account is an account or record that stores balance sheet and income statement transactions.  An example of a balance sheet entry would be:
			Debit			Credit
Cash			5,000.00
Accts Rec					5,000.00
			5,000.00		5,000.00

This would reflect a cash receipt for goods invoiced to a customer on credit.  The entry must balance.

An example of an income statement and balance sheet entry would be:
			Debit			Credit
Accts Rec		45,000.00
Sales Revenue				45,000.00
Cost of goods sold	18,000.00
Inventory					18,000.00
			63,000.00		63,000.00

This entry records the sale of goods on credit which in turn requires you to debit cost of goods for the cost of the items sold as well as reduce inventory for the cost value of the goods sold.  The AR and inventory represent the balance sheet portion of the entry and the sales and cost of goods sold represent the income statement portion of the entry.

3.	Explain the advantages of subsidiary books.
· It allows for the division of work between accounting personnel by assigning them with separate books.  Since each book records its own similar transactions it improves the efficiency of the staff because they are performing the same tasks daily.
· It saves time and labor to record like transactions in a separate book.
· It’s easy to access the detailed information relating to transactions because they are together in the same book.
· It keeps the general ledger simplified with the details in the subsidiary books.
· The ease in developing internal checks and balances as a book maintained by one person will be checked/audited by another.
· It helps to maintain accounts and avoids the need for journal entries.
· You can detect errors more quickly if the trial balance is out of balance.
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