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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'?
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.

ii)  What is journal? 
Journals are books in which all financial transactions are recorded in a chronological order by date. Whenever a transaction takes place, the first step is to write it in a journal. 

iii) What is petty cash book? 
Petty cash book is a formal summarization of petty cash using to record of various very small items with little value like entertainment expense, office expense, stamps, postage and handling, stationery, daily wages, carriage, telegram etc. sorted by date. 
These are expenses which are incurred day after day; usually, petty expenses are large in quantity but insignificant in value.

iv) What are the different kinds of Subsidiary books? 
Purchases Book, Sales Book, Purchases Returns Books, Sales Returns Books, Bills Receivable Books, Bills Payable Books, Journal Proper and Cash Book

v) What do you mean by Cash book? 
The Cash Book is a financial journal to record transactions related to receipts and payments made in cash and it is a sub-division of the journal. The Cash Book plays a dual role of the journal and ledger because when a cash transaction is recorded, it is accompanied with a short narration as well. Cash receipts are recorded on the debit side and payments on the credit side. Entries are made in a chronological order in the Cash Book and there will always be balance on the debit side, as payments will never exceed the receipts.

vi) Define trade discount and cash discounts. 
Trade discount is one that is allowed by the wholesaler to the retailer, calculated on the list price of the product. A seller usually allows a trade discount to a regular customer or to a customer who buys goods in a bulk. The total amount of the goods bought is calculated and then 5% or 10% (according to the business’s policy) is deducted from that amount. This deducted amount is called a trade discount. 
Cash discount allowed to stimulate instant payment of the goods purchased. Incentive given by a seller to the buyer in return for settling a bill within a specified period of time. This discount is usually some percentage of the total amount of the bill.

vii) What is the difference between trade discount and cash discount? 
Trade discount
-is given by the seller to the buyer when he is buying goods as per the discount policy 
- a manufacturer or wholesaler gives it to a retailer
- It is based on a certain quantity of goods being purchased
- It causes a reduction in the recorded price of an item
- It is not usually recorded in journals because the amount left after deduction (net amount) is recorded
- Usually the same rate of discount is offered to all customers

Cash discount
-is given by the seller to the buyer when he is making a purchase transaction
- It is usually given by a seller to a debtor
- It is based on receipt of payment before a specified date
- It causes a reduction in the amount of money that a debtor owes
- This discount has to be recorded because it is a deduction from the gross selling price
- The percentage of discount varies from customer to customer and with the time of payment

2. 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.

	date
	description
	ref
	amount
	date
	description
	ref
	amount

	Sep 4
	owner equity
	
	60000
	Sep 8
	purchases
	
	11000

	      12
	sales
	
	8500
	      17
	office equipment
	
	17000

	
	
	
	
	      29
	account payable
	
	21500

	
	
	
	
	
	
	
	

	
	
	
	
	
	balance c/d
	
	19000

	
	
	
	68500
	
	
	
	68500

	
	total
	
	
	
	total
	
	


Oct 2        balance b/d                   19000





 3. Explain the advantages of subsidiary book?
-posting of each entry becomes easy
-as one type of transactions are recorded in one book so it becomes convenient to locate any desired transactions
-important descriptions about any transactions is also made in the related books so a lot of information related to the transaction is easily accessible
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