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1)
 i. Subsidiary books can be considered sub-journals that are sub-divisions of the original journals. In a business where there are a large number of transactions a single journal may no longer be sufficient to record all entries.  The creation of subsidiary books enables transactions to be grouped into similar types for example cash book, sales book and purchase book.

ii. Journals are used to record all business transactions in date order. They are books of prime or original entry as they contain the first record of a transaction after it occurs. Once a journal is prepared it is then posted to a ledger. 

iii. A petty cash book contains records of nominal transactions that occur in a business on a daily basis. The person in charge of managing the petty cash – the petty cashier will be assigned a petty cash fund, this will be used for things such as the purchase of milk for the office or stationary. 

iv. There are a number of different subsidiary books used by businesses that may be referred to by slightly different names but in general they are; Purchase book, Sales book , Purchase returns book , Sales returns book , Bills receivable book , Bills payable book , Journal proper and cash book. Each book is used to record transactions of the said type, for example in the purchase book all the credit purchases made by the business are recorded, similarly in the sales book all credit sales that have been made by the business are recorded. The same rule follows for the purchase and sales returns books, the bills payable and receivable books contain details of bills the business has sent and received, the Journal proper contains details of transactions that may not fall into any of the preceding categories for example adjustments, transfers and opening / closing entries. Finally, there is the cash book which as the name suggests records all cash transactions including bank transactions and will be discussed further in the next question. 

v. The cash book, not to be confused with the cash account, is a book of original entry listing all cash transactions in one place in chronological order. The cash book can be very useful as it prevents transactions from being overlooked, it is easily manipulated to determine cash in or out on a particular date and to check balances. The cash book is taken from and compared to the bank statements for auditing purposes. There are a number of different types of cash book however the cash book will always have two sides debit and credit. 

vi. There are two main types of discounts offered by businesses – Trade discounts and cash discounts. A trade discount is usually offered to a returning customer or to all customers if they buy a certain quantity of product. The level of discount may increase with the quantities purchased. The discount is calculated by taking the total gross value of the goods purchased and deducting the % discount offered. A cash discount is also known as a settlement discount and is usually offered to customers if they settle their bills early – before the standard terms of credit. This will usually be a certain percentage of the total value of the invoice/s. 

vii. There are many differences between these two types of discount as can be shown below; 

  



2. Whatisledgeraccount?Explainusing illustrations

The ledger accounts are used to sort, store and summarise all of a company’s transaction and ensure they are posted to the correct account heading. There are different types of ledger accounts falling into the categories; General Ledger, Sales Ledger and Purchase Ledger. Transactions appear in the ledgers after they have been posted from a journal. The sales ledger contains all entries relating to the sales made by the business, the purchase ledger contains all entries relating to purchases made by the business and the general ledger takes care of everything else. 

For example, let’s take the following set of transactions for Company A Ltd


	Transactions below

	Jan-19
	

	1st
	Business started with £30,000 by Director

	 
	£25,000 paid into bank 

	2nd
	Stock purchased from Supplier 1 for £5000 on credit

	 
	goods sold to Customer 1 for £2000

	 
	Purchased stationairy for office for £100 from supplier 2 on credit

	 
	Goods sold to Customer 1 for £5000

	3rd
	Sent payment via bank transfer to supplier 1 for £5000

	 
	Stock purchased from Supplier 2 for £5000

	 
	Goods sold to Customer 2 for £6000

	7th
	Goods sold to customer 2 for £500

	 
	Sent payment via bank transfer to supplier 2 for £6000

	 
	Bank charges applied to account for £12

	 
	Expenses paid to Employee 1 total of £850

	8th
	Payment received from Customer 1 for £6500


They would be entered into a journal as follows 

	Date
	Details
	
	
	

	01.01.2019
	Cash account 
	LF
	 DR 
	 CR 

	 
	Directors account 
	 
	 £            30,000.00 
	 

	01.01.2019
	Bank Account
	 
	 
	 £            30,000.00 

	 
	Cash Account 
	 
	 £            25,000.00 
	 

	02.01.2019
	Stock 
	 
	 
	 £            25,000.00 

	 
	Supplier 1 account
	 
	 £              5,000.00 
	 

	02.01.2019
	Sales
	 
	 
	 £              5,000.00 

	 
	Customer 1
	 
	 £              2,000.00 
	 

	02.01.2019
	Stationairy
	 
	 
	 £              2,000.00 

	 
	Supplier 2 Account
	 
	 £                  100.00 
	 

	02.01.2019
	Sales
	 
	 
	 £                  100.00 

	 
	Customer 1 account 
	 
	 £                  500.00 
	 

	03.01.2019
	Supplier 1 account
	 
	 
	 £                  500.00 

	 
	Bank Account
	 
	 £              5,000.00 
	 

	03.01.2019
	Stock 
	 
	 
	 £              5,000.00 

	 
	Supplier 1 Account
	 
	 £              5,000.00 
	 

	03.01.2019
	Sales
	 
	 
	 £              5,000.00 

	 
	Customer 2 account
	 
	 £              6,000.00 
	 

	07.01.2019
	Sales 
	 
	 
	 £              6,000.00 

	 
	Customer 2 account
	 
	 £                  500.00 
	 

	07.01.2019
	Employee expenses paid 
	 
	 
	 £                  500.00 

	 
	Bank 
	 
	 £                  850.00 
	 

	08.01.2019
	Bank account 
	 
	 
	 £                  850.00 

	 
	Customer 1 account 
	 
	 £              6,500.00 
	 

	
	
	 
	 
	 £              6,500.00 

	
	
	
	
	



They would then be entered into the ledger accounts as below; 

	Bank Account
	ASSET
	
	
	
	

	Date
	Details
	Dr
	Date
	Details
	Cr

	01.01.2019
	cash 
	£30,000.00
	 
	 
	 

	 
	 
	 
	03.01.2019
	Supplier 1
	£5,000.00

	 
	 
	 
	07.01.2019
	Supplier 2
	£6,000.00

	 
	 
	 
	 
	Expenses Paid
	£850.00

	08.01.2019
	payment
	£6,500.00
	08.01.2019
	Telephone Bill 
	£70.00

	 
	 
	 
	 
	 
	 

	 
	 
	 
	11.01.2019
	Balance C/F
	£24,580.00

	 
	 
	£36,500.00
	 
	 
	£36,500.00

	11.01.2019
	Bal B/F
	£24,580.00
	 
	 
	 



	Cash Account 
	ASSET
	
	
	
	

	Date
	Details
	Dr
	Date
	Details
	Cr

	01.01.2019
	Directors Capital 
	£30,000.00
	01.01.2019
	to Bank 
	£25,000.00

	 
	 
	 
	 
	
	 

	 
	 
	
	 
	Bal C/F
	£5,000.00

	 
	 
	£30,000.00
	 
	 
	£30,000.00

	 
	 
	 
	 
	 
	 



	Directors Account 
	OWNERS CAPITAL
	
	
	
	

	Date
	Details
	Dr
	Date
	Details
	Cr

	01.01.2019
	Brought f/w
	£30,000.00
	01.01.2019
	cash account
	£30,000.00

	 
	 
	 
	 
	 
	 

	 
	 
	
	 
	
	 

	 
	 
	£30,000.00
	 
	Bal c/f
	£30,000.00

	 
	 
	 
	 
	 
	 



	
	ASSET
	
	
	
	

	Sales Account 
	
	
	
	
	

	Date
	Details
	Dr
	Date
	Details
	Cr

	 
	 
	 
	02.01.2019
	customer 1 sale
	£2,000.00

	 
	 
	 
	02.01.2019
	customer 1 sale
	£5,000.00

	 
	 
	 
	03.01.2019
	customer 2 sale
	£6,000.00

	 
	 
	 
	03.01.2019
	customer 2 sale
	£500.00

	 
	 
	£13,500.00
	 
	Bal C/F
	£13,500.00

	 
	 
	 
	 
	 
	 

	
	
	
	
	
	

	LIABILITY
	
	
	
	
	

	Employee 1 Expenses
	
	
	
	
	

	Date
	Details
	Dr
	Date
	Details
	Cr

	 
	 
	 
	01.01.2019
	bal b/f
	£850.00

	07.01.2019
	paid by bank 
	£850.00
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	£850.00
	 
	 
	£850.00

	 
	 
	 
	 
	bal c/f
	£0.00

	
	
	
	
	
	

	
	
	
	
	
	

	ASSET
	
	
	
	
	

	Customer 1 Account 
	
	
	
	
	

	Date
	Details
	Dr
	Date
	Details
	Cr

	02.01.2019
	sales 
	£2,000.00
	 
	 
	 

	02.01.2019
	sales 
	£5,000.00
	 
	 
	 

	 
	 
	 
	08.01.2019
	bank 
	£6,500.00

	 
	 
	£7,000.00
	 
	 
	 

	 
	 
	£500.00
	 
	 
	 



	ASSET
	
	
	
	
	

	Customer 2 Account 
	
	
	
	
	

	Date
	Details
	Dr
	Date
	Details
	Cr

	03.01.2019
	sales 
	£6,000.00
	 
	 
	 

	03.01.2019
	sales 
	£500.00
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	Bal c/f
	£6,500.00
	 
	 
	 



	LIABILITY
	
	
	
	
	

	Supplier 1 Account 
	
	
	
	
	

	Date
	Details
	Dr
	Date
	Details
	Cr

	 
	 
	 
	02.01.2019
	Purchase goods 
	£5,000.00

	03.01.2019
	Bank 
	£5,000.00
	 
	 
	 

	 
	 
	 
	03.01.2019
	Purchase goods 
	£5,000.00

	 
	 
	£5,000.00
	 
	 
	£10,000.00

	 
	 
	 
	 
	Bal c/f
	£5,000.00



	LIABILITY
	
	
	
	
	

	Supplier 2 Account 
	
	
	
	
	

	Date
	Details
	Dr
	Date
	Details
	Cr

	 
	 
	 
	02.01.2019
	purchase 
	£100.00

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	£0.00
	 
	Bal c/f
	£100.00

	
	
	
	
	
	



	Stock
	
	
	
	
	

	Date
	Details
	Dr
	Date
	Details
	Cr

	03.01.2019
	Purchase from Supplier 1
	£5,000.00
	 
	 
	 

	02.01.2019
	Purchase from supplier 2
	£100.00
	 
	 
	 

	03.01.2019
	Purchase from Supplier 1
	£5,000.00
	 
	 
	 

	 
	bal c/f
	£10,100.00
	 
	 
	£0.00

	 
	 
	 
	 
	 
	 




3. There are many advantages of using subsidiary books especially in large organisations where there may be many transactions to keep track of. Some of the main advantages are;

1. As similar transactions are recorded in separate books the business is able to save time and resource as the books keep the records brief.
2. Finding specific transactions is easier as all similar are recorded together and so they can be tracked easily.
3. It is possible to assign each book to a certain member of staff making them accountable for al the transactions under one heading, this will likely help to prevent errors and reduce the likelihood of fraud especially if a different colleague is responsible for the book of primary entry.
4. Any errors that do occur can be spotted easily due to the existence of separate books – making the trial balance easier to manage
5. Due to the separate books work can be carried out simultaneously by different people enabling work to be done quickly.
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Cash Discount


Offered to a debtor by the creditor


Based on settlement dates & dictated by Ts&Cs


Total value that debtor owes is reduced


Allowed at time of settlement & may be various rates depending on customer


Discount recorded as it is deducted from the Gross prices










Trade Discount


Offered to a retailer by a wholesaler / manufacturer


Allowed at time of sale & same rates offered to all customers 


Not recorded in journals - only the net amount is recorded 


Based on quantities of goods purchased 


Unit price of products is reduced and this is dictated by sales policyDictated by sales policy 
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