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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. 
Journal and Subsidiary Books
i.   Accounting can be a tiresome process. A company has thousands of financial transactions in a year and journalising them all. To make job easier some companies choose to prepare subsidiary books, in which they record transactions of a similar nature in chronological order.
Subsidiary books are books of original entry. Majority of transactions either relate to sales, purchases or cash. Companies record transactions of the same or similar nature in one place, i.e. the subsidiary book. 

The following are the subsidiary books a company will generally maintain while writing their accounts. 
Purchase book,

Sales book,

Purchase return book,

Sales return book,

Bills Receivable book,

Bills Payable book, 

Cash book,

Journal Proper.  (teatcher, 2018) (Shah, 2018)
ii. Companies use many different types of journals to record their transactions, like sales, cash, receipt journals. The only journal that is used by all companies is the general journal. A journal or book of original entry is the place where journal entries are recorded before they are posted to the ledger accounts. A journal is a record of all the transactions a company has recorded.  (course, 2018)  (explanation, 2011)
iii. Besides maintaining a main or general cash book, many companies also maintain a small cash book known as petty cash book, to record small day to day expenditures of the business. 

Petty cash book is a type of cash book that is used to record regular expenditures such as office teas, bus fares, fuel, newspapers, cleaning etc. These small expenditures are usually paid using coins and currency notes rather than cheques. Like a general cash book, a petty cash book has a debit and credit side. All receipts are recorded on debit side and all payments on the credit side.  (tools, 13.03.2018)
iv. The subdivision of journal into various subsidiary journals for recording transactions of similar nature are called subsidiary books. 
The different subsidiary books and their purpose are shown below:

1). Purchase book – for recording credit purchase of goods only. Cash purchase or assets purchased on credit are not entered in this book.

2). Sales book – for recording credit sales of goods only. Assets sold, or cash sales are not recorded in this book.

3). Purchase Returns book – for recording the goods returned to the suppliers when purchased on credit.

4). Sales Return book – for recording goods returned by the customers when sold on credit.

5). Bills Receivable book – for recording the bills received from customers for credit sales.

6). Bills Payable book – for recording the acceptances 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 to be recorded in the above-mentioned subsidiary books. Assets purchased or sold on credit are entered in this book. (5, 2018) (Sethy, 2018) (VARGHESE, 15.02.2013)
v. While studying a meaning of the Cash book I came up to the following explanation, that a cash book is a financial journal that contains all cash receipts and payments, including bank deposits and withdrawals. Entries in the cash book are then posted in to the general ledger. A business uses the cash book to keep track of the different cash receipts and payments. An accountant records the cash book transactions chronologically as they occur within the debit or credit columns.  (Adams-Mott, 29.06.2018) (explanation, 2011)
vi. A trade discount is the reduction in price a manufacturer or wholesaler gives a wholesaler or retail when they buy a product or group of products. Trade discount is a certain percentage a manufacturer is willing to reduce its list price for wholesalers or retailers.

A cash discount is a deduction allowed by the seller of goods or by the provider of services to motivate the customer to pay within a specified time. The amount of the cash discount is usually a percentage of the total amount of the invoice, but it is sometimes stated as a fixed amount.  (Investopedia, 2018) (Averkamp, 2004-2018)
vii. The difference between trade discount and cash discount can be recognised under the following:

A trade discount is given to the buyer when they buy or purchase goods as per the discount policy. 

A cash discount is allowed only when the customer is making a payment, especially if there is credit involved. The cash discount is based on the time of payment of the goods purchased, it means as sooner the customer makes payment, the higher rate and the amount of the cash discounts he gets. 

The trade discount is not recorded in the cash book. The discount is deducted from the listed price of the purchased goods and entry on the sales and purchased is made with the already reduced price of goods in the sales book. 
A cash discount is recorded in the book of accounts as discount. It is recorded on the debit side of the cash book by the seller as discount allowed and on the credit side as discount received.  (capital, 2014)
2. Ledger account is a complete record of financial transactions over the life of the company. The ledger holds account information that is needing to prepare financial statement and includes accounts for assets, liabilities, owner’s equity, revenue and expenses. 

Illustration – Problem.

Journalise the following transactions and then post the entries in to the ledger. 

1). 15th May: Adventures in Wood owner a sole trader commenced business with capital of £15000

2). 17th May: Bought a woodworking tools for cash £3000

3). 17th May: Paid rent to the workshop owner £750

4). 18th May: Paid cash into bank £10000
5). 18th May: Bought wood for cash £2000 from Witham Timber Ltd

6). 18th May: Bought wood on credit from E.J. Smith £1500

7). 20th May: Sold wooden building for cash £1800 to Mr Marshal

8). 21th May: Bought Machinery from Finks Co and paid by cheque £2000

9). 22th May: Sold goods on credit to Mr Cooper for £1600

10). 23th May: Paid weekly wages to workers £1200

11). 24th May: Paid E.J. Smith by cheque £500

12). 25th May: Received from Mr Cooper £600

Illustration – Solution (Journal)

Journal in the books of Adventures in Wood for the period from 15.05.18 to 25.05.18

	DATE
	V/R No
	PARTICULARS
	L/F
	AMOUNT (DR)
	AMOUNT (CR)

	May 15th 
	-
	Cash a/c                                 DR
To Capital a/c
	-
-
	15000
	15000

	17th 
	-
	Woodworking tools a/c           DR
To Cash a/c
	-
-
	3000
	3000

	17th 
	-
	Rent paid a/c                          DR
To Cash a/c
	-
-
	750
	750

	18th 
	-
	Bank a/c                                 DR
To cash a/c
	-
-
	10000
	10000

	18th 
	-
	Wood Witham Timber a/c      DR
To Cash a/c
	-
-
	2000
	2000

	18th 
	-
	Wood a/c                                DR
To E.J. Smith a/c
	-
-
	1500
	1500

	20th 
	-
	Cash a/c                                 DR
To Goods/wooden building
	-
-
	1800
	1800

	21th 
	-
	Fink Co machinery a/c           DR

To Bank a/c
	-
-
	2000
	2000

	22th 
	-
	Mr Cooper a/c                        DR
To Goods a/c
	-
-
	1600
	1600

	23th 
	-
	Wages paid a/c                      DR
To Cash a/c
	-
-
	1200
	1200

	24th 
	-
	E.J Smith a/c                         DR
To Bank a/c
	-
-
	500
	500

	25th 
	-
	Cash a/c                                DR

To Mr Cooper a/c 
	-

-
	600
	600


Illustration – Working notes

By going through above journal entries, we can identify the list of ledger accounts affected by these transactions.

· Cash a/c

· Capital a/c

· Woodworking tools a/c

· Rent a/c

· Bank a/c

· Goods/wooden buildings a/c

· E.J. Smith a/c

· Fink Co machinery a/c

· Mr Cooper a/c

· Wages paid a/c

Illustration – Solution (Ledger)

General ledger (Books of Adventures in Wood)

Cash a/c

DR                                                                                                                            CR

	DATE
	PARTICULARS
	J/F
	AMOUNT
	DATE
	PARTICULARS
	J/F
	AMOUNT

	15.05.

20.05

25.05

26.05
	To Capital a/c

To Wooden build. a/c

To Mr Cooper a/c

Sub total 

tl

To balance b/d
	-

-

-

-
	15000

1800

600
	17.05

17.05

18.05

18.05

23.05

26.05
	By Wood. tools a/c

By Rent paid a/c

By bank a/c

By Witham Timb. a/c

By Wages a/c

Sub Total 

By Balance c/d

tl
	-

-

-

-

-

-
	3000

750

10000

2000

1200



	
	
	
	17400
	
	
	
	16950

450

	
	
	
	17400
	
	
	
	

	
	
	
	450
	
	
	
	17400




Capital a/c

DR                                                                                                                            CR

	DATE
	PARTICULARS
	J/F
	AMOUNT
	DATE
	PARTICULARS
	J/F
	AMOUNT

	26.05
	Sub total

To balance c/d

tl
	-
	
	15.05

26.05
	By cash a/c

Sub total

tl 

By balance b/d
	-

-
	15000

	
	
	
	0

15000
	
	
	
	15000



	
	
	
	
	
	
	
	15000

	
	
	
	15000
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	15000


Woodworking tools a/c

DR                                                                                                                            CR

	DATE
	PARTICULARS
	J/F
	AMOUNT
	DATE
	PARTICULARS
	J/F
	AMOUNT

	17.05

26.05
	To cash a/c

Sub total 

tl

To balance b/d
	-

-

-
	3000
	26.05
	Sub Total 

By Balance c/d

tl
	-

-

-

-

-


	

	
	
	
	3000
	
	
	
	0

3000

	
	
	
	3000
	
	
	
	

	
	
	
	3000
	
	
	
	3000




Rent paid a/c

DR                                                                                                                            CR

	DATE
	PARTICULARS
	J/F
	AMOUNT
	DATE
	PARTICULARS
	J/F
	AMOUNT

	17.05

26.05
	To cash a/c

Sub total 

tl

To balance b/d
	-

-
	750
	26.05
	Sub Total 

By Balance c/d

tl
	-


	

	
	
	
	750
	
	
	
	

	
	
	
	
	
	
	
	0

750

	
	
	
	750
	
	
	
	

	
	
	
	750
	
	
	
	750

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Bank a/c

DR                                                                                                                            CR

	DATE
	PARTICULARS
	J/F
	AMOUNT
	DATE
	PARTICULARS
	J/F
	AMOUNT

	18.05

26.05
	To cash a/c

Sub total 

tl

To balance b/d
	-

-
	10000
	21.05

24.05

26.05
	By Fin Co machin a/c

By E.J. Smith a/c

Sub Total 

By Balance c/d

tl
	-

-

-


	2000

500



	
	
	
	10000
	
	
	
	

	
	
	
	
	
	
	
	2500

10000

	
	
	
	10000
	
	
	
	

	
	
	
	7500
	
	
	
	7500

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Goods/ Stock a/c

DR                                                                                                                            CR

	DATE
	PARTICULARS
	J/F
	AMOUNT
	DATE
	PARTICULARS
	J/F
	AMOUNT

	18.05

18.05

	To cash a/c

To E.J. Smith
Sub total 


	-

-

	10000

1500
	21.05

22.05


	By wooden build a/c

By Mr Cooper a/c

Sub Total 


	-

-


	1800
1600


	
	
	
	11500
	
	
	
	

	
	
	
	
	
	
	
	3400

	
	
	
	
	
	
	
	


E.J. Smith a/c

DR                                                                                                                            CR

	DATE
	PARTICULARS
	J/F
	AMOUNT
	DATE
	PARTICULARS
	J/F
	AMOUNT

	24.05

26.05
	To E.J. Smith a/c

Sub total 

To balance c/d

tl
	-

-
	500
	18.05

26.05
	By good/stock a/c

Sub Total 

tl

By Balance b/d


	-

-


	1500


	
	
	
	500

500
	
	
	
	

	
	
	
	
	
	
	
	1500



	
	
	
	
	
	
	
	1500

	
	
	
	1000
	
	
	
	500

	
	
	
	
	
	
	
	


Finks Co Machinery a/c

DR                                                                                                                            CR

	DATE
	PARTICULARS
	J/F
	AMOUNT
	DATE
	PARTICULARS
	J/F
	AMOUNT

	21.05

26.05
	To bank a/c

Sub total 

tl

To balance b/d


	-

-
	2000
	26.05
	Sub Total 

By Balance c/d

tl
	-


	

	
	
	
	2000
	
	
	
	

	
	
	
	
	
	
	
	0

2000

	
	
	
	2000
	
	
	
	

	
	
	
	2000
	
	
	
	2000

	
	
	
	
	
	
	
	


Mr Cooper a/c

DR                                                                                                                            CR

	DATE
	PARTICULARS
	J/F
	AMOUNT
	DATE
	PARTICULARS
	J/F
	AMOUNT

	22.05

26.05
	To goods/stock a/c

Sub total 

tl

To balance b/d


	-

-
	1600


	25.05

26.05
	By cash a/c

Sub Total 

By Balance c/d

tl
	-

-


	600



	
	
	
	
	
	
	
	600

1000

	
	
	
	1600
	
	
	
	

	
	
	
	1600
	
	
	
	1600

	
	
	
	1000
	
	
	
	


Wages paid a/c

DR                                                                                                                            CR

	DATE
	PARTICULARS
	J/F
	AMOUNT
	DATE
	PARTICULARS
	J/F
	AMOUNT

	23.05

26.05
	To cash a/c

Sub total 

tl

To balance b/d


	-

-
	1200


	26.05
	Sub Total 

By Balance c/d

tl
	-


	

	
	
	
	
	
	
	
	0

1200

	
	
	
	1200
	
	
	
	

	
	
	
	1200
	
	
	
	1200

	
	
	
	1200
	
	
	
	


(5, n.d.)
3. Let’s now look at some of the advantages subsidiary books provide in the process of accounting.
Saving labour hours. Recording in subsidiary book saves a lot of time and clerical hours. There is no need to journalise or give narrations for every transaction.

Division of work. Instead of one general journal there is several subsidiary books, so the work may be divided among several members of staff. This will save time, improve efficiency.

Specialisation of work. If one person maintains the same subsidiary book over many years he acquires full understanding of the work. He becomes a specialist in one type of transactions and hardly any errors get made. 

Easy for reference. When transactions of all types are in the same subsidiary book it becomes very easy to search for them.

Easier for checking. If the trial balance does not match, it will be much easier to locate the error, because of the existence of separate books i.e. subsidiary book. Same goes if we want to detect a fraud.  (5, 2018) (Sardana, n.d.) (Sethy, 2018) (Anon., 2018) (teatcher, 2018) (tools, 22.11.2017)
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