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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) Subsidiary books result from the categorization and sub-division of the journal. These books are books of original entry where transactions of a similar nature are recorded in one place. 

ii) A journal is a book where all the financial transactions of a firm are recorded in order by date.  A journal is also called 'book of original entry' as transactions are first recorded in a journal before being posted in ledgers.

iii) A petty cash book is a book used to record expenses that are of little value sorted by date, such as postage and stamps. The sum of money advanced to petty cash is recorded on the debit side of the petty cash book and all cash withdrawals are recorded on the credit side.

iv) The different kinds of Subsidiary books are:

 - Purchases Book
- Sales Book
- Purchases Returns Books
- Sales Returns Books
- Bills Receivables Books
- Bills Payable Books
- Journal Proper
- Cash Book


v) A cash book is both a subsidiary book and a ledger.  All cash receipts and cash payments are recorded in the cash book in a chronological order.  All cash receipts are recorded on the debit side and the cash payments on the credit side.

vi) A trade discount is the amount by which a manufacturer or wholesaler reduces the list price of a good to a retailer based on a certain quantity purchased.

A cash discount is a deduction given by a seller to a debtor so as to motivate the customer to pay within a specified period of time. The reduction is a percentage of the total bill.

vii) The difference between trade discount and cash discount:

- The trade discount is given by a manufacturer to a retailer whereas the cash discount is given by a seller to a debtor.

- The trade discount is based on the amount of goods purchased but the cash discount is determined by the date the payment is received.

- The trade discount results in a reduction of the published list price whereas the cash discount results in a reduction in the debtor's bill.

- The trade discount is not recorded in the journal but the cash discount needs to be recorded because it is a deduction from the gross selling price.

- The trade discount is allowed only at the execution of the sale whereas the cash discount takes place only when payment is made.


2) The ledger account facilitates the transfer of all journal entries in a chronological order to their respective accounting heads. The process of recording journal entries into the ledger is called posting. The three main types of ledgers maintained in businesses are: debtors' ledger, creditors' ledger and general ledger.

Example of posting to ledger from journal:

Journal
	DATE
	PARTICULARS
	L.F. 
	Dr.  
$
	Cr.
$

	
April 02, 2017
	Cash A/C
       To Rahjim's A/C
(capital brought into the firm by Rahjim
	Dr.
	15,000
	
15,000


	
April 03, 2017
	
Purchase A/C
        To Paper World
(stationery purchased from Paper World)
	
Dr.
	
5,000
	

5,000

	

April 04, 2017

	

Rent A/C
       Cash A/c
(rent paid)
	

Dr.
	

1,000
	


1,000




Ledger

Cash A/c

	Dr.
Date
2017
	Particulars
	$
	Date 
2017
	Particulars
	Cr.
$

	
April 02

	
To Rahjim's 
Capital A/c
	
15,000


15,000
	
April 04
	
By Rent A/c
	
1,000

14,000
15,000

	
April 30
	
To balance b/d
	
14,000
	
	
	




Rahjim's Capital A/c


	Dr.
Date
2017
	Particulars
	$
	Date 
2017
	Particulars
	Cr.
$

	
April 30

	To balance
c/d
	
15,000
15,000
	
April 02
	
By cash a/c
	
15,000
15,000

	
	
	
	May 1
	By balance c/d
	15,000





Purchase A/c

	Dr.
Date
2017
	Particulars
	$
	Date 
2017
	Particulars
	Cr.
$

	
April 03

	
To Paper 
World's A/c
	
5,000

5,000
	
April 30
	
By Balance c/d
	
5,000

5,000

	May 01
	To balance b/d
	5,000
	
	
	




Paper World's A/c

	Dr.
Date
2017
	Particulars
	$
	Date 
2017
	Particulars
	Cr.
$

	
April 30

	
To balance c/d
	
5,000

5,000
	
April 03
	
By Purchases A/c
	
5,000

5,000

	
	
	
	May 01
	By Balance c/d
	5,000






Rent A/c


	Dr.
Date
2017
	Particulars
	$
	Date 
2017
	Particulars
	Cr.
$

	
April 04

	
To Cash A/c
	
1,000

1,000
	
April 30
	
By Balance c/d
	
1,000

1,000

	May 1
	To Balance b/d
	1,000
	
	
	






3)The advantages of subsidiary books are:

1 - it enables the division of labour amongst accounting personnel which ensures that clerks are working independently in recording original entries.

2- the division of work amongst individual employees results in specialization of tasks and an enhanced efficiency.

3- the recording of transactions of a similar nature in separate books saves time.  Employees are able to perform various accounting tasks at the same time.

4-it facilitates the posting of real accounts.

5- it enables the installation of an internal check system where one employee's work is automatically checked by another employee.  This helps to minimize the incidence of errors and fraud.

6- Accessing detailed information relating to a particular transaction is easier as the transactions relating to one head are recorded in a separate book.

7- It enables management to make better decisions from the systematic recording of transactions in these subsidiary books.
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