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                                                                                                                                                                       Assignment 4 Page 1           i. What do you understand by ‘subsidiary books’?
A journal is made up of different parts and categorised into sub-divisions. Subsidiary book are books of original entry in which transactions of similar nature are recorded in one place and in chronological order. In the normal course of business operations, the majority of transactions relate to sales, purchases or cash. By recording these details in relevant subsidiary books, many labour hours spent conduction clerical work can be saved. Subsidiary books can be thought of as sub-journals that only record one type of transaction. There are different kinds of subsidiary books.

ii. What is journal?
Journals are books in which all business transactions are recorded in a chronological order. Once a transaction has occurred, it must be recorded in a journal. Once the transactions have been recorded in journals, they are then posted to Ledgers. Journals record transaction details such as the date, particulars of the transaction, ledger folio, debit amount and credit amount. Journals also aid in identifying any errors in the recording process.

Journals can be referred to as ‘books of Original Entry”. The process of recording transactions in journals is called journalising. Having a single journal for recording purposes is insufficient when dealing with different type of transactions. Journals are divided and the different sub-divisions of journals used by businesses are:
· Cash Book
· Sales Day Book
· Sales Return Day Book
· Purchases Day Book
· Purchases Returns Day Book
· Bills Receivable Book, and
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iii. What is petty cash book?
A petty Cash Book maintains a record of various item expenses such as stationary, postage, entertainment and office. The Petty Cash Book exists so senior personnel can focus on more important tasks regarding the Main Cash Book. The Petty Cash Book prevents overburdening and overcomplicating the Main Cash Book with petty items. 

The person that managers the Petty Cash Book is known as the Petty Cashier. The Petty Cashier is allocated a specific amount of money to cover the estimated petty expenses. Money allocated to the Petty Cash Book is generally dispersed as required at the beginning of a specific period so that the Petty Cashier can request more money from the Chief Cashier if required.

iv. What are the different kinds of subsidiary books?
There are different types of subsidiary books. They are:

· Purchases Book – records any transaction that involves credit purchases made by a business. It can also be referred to as a ‘Purchase Journal’ or ‘Invoice Book’. The five columns that make up a Purchases Book are the Date, Particulars, Ledger Folio, Inward Invoice Number and the Amount.

· Sales Book – All credit sales are recorded in a Sales Book. Sales Books can also be referred to as a ‘Sales Journal’ or ‘ Sold Book’. The five columns that make up a Sales Book are the Date, Particulars, Ledger folio, Outward Invoice Number and the Amount.

· Purchase Returns Book – Any transaction that encompasses goods being returned to suppliers is recorded in the Purchases Returns Book. They can be referred to as a ‘Purchases Returns Journals’ or ‘Returns Outward Book’. The five columns that make up a Purchases Returns Book are the Date, Name of Supplier, Ledger Folio, Debit Note and the Amount.

· Sales Returns Book – Any transaction related to customers returning goods are recorder in the Sales Returns Book. They can also be known as a ‘Sales Returns Journal’ or ‘Return Inwards Book’. The five columns that make up a Sales Returns Book are the Date, Name of Supplier, Ledger Folio, Credit Notes and the Amount.

· Bills Receivable Book – Records bills received from customers by businesses. Details in the Bills Receivable Book include the date of the bill, place of payment, amount of the bill, detail of acceptor, due date, and the term of the bill.

· Bills Payable Book – Holds the records of the bills accepted by businesses and are drawn by its creditors. A Bills Payable Book contains details about the date of acceptance, names of drawer, due date, place of payment, the term and the amount of the bill.








                                                                                                                         Joshua de Ruyter
                                                                                                                                                                       Student NO 29609
                                                                                                                                                                       Assignment 4 Page 3          

· Journal Proper – Entries that do not have a place in any of the other subsidiary books are recorded in a Journal Proper. The journal Proper records both aspects of the transaction. Some examples of transactions that are recorded in a journal proper are:
a) Opening and closing entries
b) Adjusting entries
c) Rectification entries
d) The transfer of entries from one account to another, and           
e) Credit purchase/ Sale of an asset other than goods.

· Cash Books – Records transactions in relation to receipts and payments made in cash. When a cash transaction is recorded, it is accompanied by a short narration. Cash receipts are recorded on the debit side, and payment recorded on the credit side. Cash Books serve as both a subsidiary book and a ledger. Some different types of cash books include: 
a) Single Column Cash Book
b) Two Column Cash Book or Cash Book with cash and discount columns
c) Three Column Cash Book or Cash Book with cash, bank, and discount 
d) Columns
e) Bank’ Cash Book or Cash Book with bank and discount columns, and
f) Petty Cash Book.  

v. What do you mean by Cash Book?
The Cash Book is a sub-division of the journal. As stated in the pervious paragraph, The Cash Book records Transactions related to receipts and payments made with cash and that there are many types of Cash Books. Cash receipts are recorded on the debit side and payments on the credit side. Entries are made in chronological order and there will always be balance on the debit side, as payments will never exceed the receipts. Different Cash Books can be used depending on the type of cash transaction that is taking place and the nature of the business.

vi. Define trade discount and cash discounts?
A trade discount is a reduction from the regular, established price of a product. A trade discount is generally offered to regular customers or customers that bulk buy goods. A cash discount is an incentive that is offered to reduce the total cost of a bill, by a seller to a buyer in return for paying the amount owed within a specified period of time. The deduction is usually a small percentage of the total cost of the bill.

vii. What is the difference between trade discount and cash discount?
A trade discount is given to the buyer when they purchase goods as per a discount policy. A cash discount is generally only allowed when the customer is making payments, especially if there is credit involved.

A trade discount is not recorded in the cash book, either credited or debited. The trade discount is deducted from the listed price of the purchased goods and entry on the sales and purchases is made with the already reduced price of the goods in the respective sales and purchases books. A cash discount is recorded on the debit side in the cash book.

A trade discount id deducted from the value on the invoice, a cash discount is not deducted from the value of the goods. A cash discount is recorded in the cash book as a discount. 
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A ledger account is an account that contains a record of all business transactions. It is a separate record within the general ledger, and is assigned to a specific asset, liability, equity item, revenue type or expense type. Examples of some ledger accounts include:
· Cash
· Accounts receivable
· Revenue
· Depreciation
· Salaries/Wages
· Fixed assets
· Debt
· Accounts payable
· Inventory.

Information is recorded and stored in a ledger account with beginning and ending balances, which are continuously adjusted during an account period with debits and credits. Individual transactions can be identified within a ledger account to view any relevant details regarding the transaction.

Below is an example of a basic ledger account and what a ledger account is comprised of. As with the illustrations and tables within the Unit 4 Study Guide, all information is recorded in a chronological order, starting with the date. Each table has a title so the reader can understand what account they are reviewing.  Each table shows debits and credits, along with the total balance after any transaction. The way ledger accounts are viewed and compared may vary from business to business, however they are generally set out in a similar manner to help the reader to be able to compare the financial position of a business with any other entity.
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The information in a ledger account is summarised and forms a trial balance, which is then used to compile financial statements.
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Explain the advantages of subsidiary books
The use of subsidiary books provides many advantages. Some of the advantages are:
· Utilising subsidiary books helps to keep records brief and makes it easier to track transactions as required and avoids cluttering that would occur if all the different information was recorded in one place.
· Subsidiary books help to reduce cases of fraud and errors. Journal entries are done in chronological order, meaning that the dates follow each other, and it involves detailed postings to other accounts. The accounting work can be divided in such a way that ensures another person automatically checks the work of one person.
· Recording original entries can be assigned and work divided between multiple personnel, who can work independently to ensure that the processing phase of accounting can be done much quicker. Accounting work can be performed in separate books at the same time.
· In case of any errors or difference in the trial balance, the existence of separate books helps to identify those errors faster.

In summary, the use of subsidiary books saves time, collates information in a logical, effective and efficient manner, and minimizes the chance of fraud or/and errors occurring. 
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