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The Day Books ,

Your notes

Purpose of books of original entry

What are books of original entry?
= Books of original entry are used to record the details of a transaction
= Otherterminology for these booksincludes
= Subsidiary books
= Books of prime entry

= |Informationis taken from the business documents and entered into the books of
original entry

= The details are then transferred from the books of original entry to the ledger accounts
= The sevenbooks of original entry are:

= Salesdaybook

= Purchases daybook

= Salesreturns day book

= Purchasesreturns day book

= Cashbook

= Petty cashbook

= Journal

BOOKS OF
SOURCE LEDGER
TRANSACTION | —> ——> | ORIGINAL ==
| DOCUMENT ACCOUNTS
ENTRY
SALES INVOICE [JAMIE $100 SALES ACCOUNT

SALES
TO: JAMIE SSSK JAMIE 100
TEXTBOOKS #100

JAMIE ACCOUNT
SALES 100

#

The accounting process

What are the advantages of using books of original
entry?

= Books of original entry are another stage which can be used to check for errors

= Theycanhelpinthe preparation of control accounts to check the accuracy of the
ledgeraccounts
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= Eachbook of original entry collects the same type of transaction
= The books allow managers to see the totals for different types of transactions easily
= Therefore, there are fewer entries in some of the ledgeraccounts

= Biggerbusinesses may have multiple bookkeepers

= Differentbookkeepers can be responsible for different books of original entry
without any risk of work being duplicated or missed

Sales day book
What is the sales day book?

= Thesales daybookis arecord of all credit sales
= Cashsales are notrecordedin the sales day book
= Theyarerecorded directlyinto the cash book
= |tcontains:
= The dates of sales
= Thenames of the credit customers
= The amounts for each of the sales

= The amounts should be after trade discounts have been applied to the list
prices

= The bookkeeperuses the salesinvoices to enter the information into the sales day book
= Thetotals are transferred to the ledger accounts at regularintervals
= Credit the sales account with the total
= Callthis entry “Sales day book”

= Debit the individual trade receivables accounts

=

Examiner Tips and Tricks

If a sales day bookis used, only one entry is made to the sales account at the end of a
given period rather than separate entries for each individual sale.

If a question does not mention a sales day book, enter the individual transactions into
the sales account and label them with the names of the trade receivables.

Salesreturns day book

What is the sales returns day book?

4

Your notes
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= The salesreturns day book s arecord of all the returns from credit customers ,

= |tcontains: Your notes
= Thedates of thereturns
= The names of the credit customers
= The amounts foreach of the returns

= The bookkeeperuses the credit notes that were issued to enter the informationinto the
salesreturns day book

= Thetotals are transferred to the ledger accounts at regularintervals
= Debit the sales returns account with the total
= Callthis entry “Salesreturns day book”

= Credittheindividual trade receivables accounts

o

Examiner Tips and Tricks

If a salesreturns day bookis used, only one entry is made to the sales returns account
atthe end of a given period rather than separate entries for each individual return.

\
Purchases day book
What is the purchases day book?

= The purchases day book is a record of all credit purchases
= Cashpurchases are notrecorded in the purchases day book
= Theyarerecordeddirectlyinto the cash book
= Purchases of non-current assets are notrecorded in the purchases day book
= Theyarerecordedinthe journal
= |tcontains:
= The dates of the purchases
= The names of the credit suppliers
= The amounts foreach of the purchases

= The bookkeeperuses the purchase invoices to enter the informationinto the purchases
day book

= Thetotals are transferred to the ledger accounts at regularintervals

= Debit the purchases account with the total
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= Callthis entry “Purchases day book” ,
= Credit the individual trade payables accounts

o

Examiner Tips and Tricks

Your notes

If apurchases day bookis used, only one entry is made to the purchases account at
the end of a given period rather than separate entries for each individual purchase.

If a question does not mention a purchases day book, enter the individual
transactionsinto the purchases account and label them with the names of the trade
payables.

Purchases returns day book

What is the purchases returns day book?

The purchases returns day book is a record of all the returns to credit suppliers
It contains:

= The dates of thereturns

= The names of the credit suppliers

= The amounts foreach of thereturns

The bookkeeperuses the credit notes that were received to enter the informationinto
the purchases returns day book

The totals are transferred to the ledger accounts at regularintervals
= Credit the purchases returns account with the total
= Callthis entry “Purchasesreturns day book”

= Debit the individual trade payables accounts

=

Examiner Tips and Tricks

If apurchasesreturns day bookis used, only one entry is made to the purchases
returns account at the end of a given period rather than separate entries for each
individual return.

o

Worked Example

Jeffis asole trader. In February 2024, the following transactions took place.
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Feb | Bought goods on credit from Samson, $500

3 | Bought goods on credit from Helina with a 10% trade discount, list price
$300

6 | Returned goods to Samson, $50

7 | Paid $250 to Samson by credit transfer

10 | Bought goods using cash from Jimmy, $70

15 | Bought goods on credit from Samson, $400

18 | Sold goods on credit to Jasper, $180

28 | Returned goods to Samson, $100

Prepare the purchases day book and the purchases returns day book for February
2024. Total the day books on 29 February 2024, and indicate the ledgeraccount to
which the total would be posted.

Answer
Feb1 | Purchases day book: $500 Samson
3 | Find the discount given by Helina: 10% x $300 = $30
Find the amount Jeff owes Helina: $300 - $30 = $270
Purchases day book: $270 Helina
6 | Purchasesreturns day book: $50 Samson
7 | Neither day book:itis a payment, not a purchase orreturn
This would go in the cash book
10 | Neitherday book:itis acash purchase
This would go in the cash book
15 | Purchases day book: $400 Samson
18 | Neitherday book:itis acredit sale
This would go in the sales day book
28 | Purchases returns day book: $100 Samson
Purchases Day Book
Date Details $
Feb1 | Samson 500
Feb 3 | Helina 270
Feb15 | Samson 400
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Feb 29 | Transferto purchases account 1170 ,
Your notes
Purchases Returns Day Book
Date Details $

Feb 6 | Samson 50

Feb 28 | Samson 100

Feb 29 | Transfer to purchasesreturns account 150

L
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The Cash Book ,

Your notes
Cash orbank

Dol enter atransactionin the cash account or the
bank account?

= Enterthe transactionin the cash accountif physical money is exchanged
= Paying a supplierusing cash
= Receiving cash fromacustomer
= Taking money from the till for personal use
= Enterthe transactionin the bank account if there is no physical money involved
= Transactionsinvolving a bank transfer
= Paying aninvoice or billby cheque
= Receiving a cheque from a customer
= Standing orders and direct debits
= Some transactions are entered into both the cash and bank accounts
= Depositing cash from the businessinto the business bank account

= Withdrawing cash from the business bank account for business use

The cash book
What is the cash book?

= The cashbookhas two functions

= |tis abook of original entry

= |tisaledgeraccount forboththe cash andbankaccounts
= The cashbookrecords all cash transactions

= Bothphysical cash and cashinthe bank
= The bookkeepergets the information from:

= Receipts

= Cheques & cheque counterfoils

= Paying-inslips

= Remittance advice

= Bankstatements
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= Thecashbookis part of the double entry system ,
= There are columns for the dates and details just like otherledgeraccounts Your notes
= There are three columns for the value of the transaction on both sides of the cash book
= Discount columns
= Discountallowed on the debit side
= Discountreceived onthe credit side
= Cashcolumns

= Bankcolumns

CASH BOOK

DATE | DETAILS | DISCOUNT | CASH | BANK|DATE | DETAILS |DISCOUNT |CASH [BANK
ALLOWED RECEIVED
$ $ $ $ $ $

The layout of the cash book

Which side should the balances be on?

= Thebalance forthe cash accountis always on the debit side
= Cashisalwaysanasset
= |tcanneverbe aliability
= The balance for the bank account can be on either side
= |tisonthe debit sideif the business has money in the bank

= |tisonthe credit sideif the businessis overdrawn

How do | enter transactions into the cash book?

= STEP1
Identify whether the transaction affects the cash orbank account

= STEP2
Decide whether the account should be debited or credited

= Debit the account if the business is receiving money
= Creditthe accountif the businessislosing money

= STEP3
Include any discount that was allowed orreceived
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What are contra entries in the cash book?
= Acontraentryisforatransactionthatis enteredinto both sides of the cash book
= |twillbe enteredinthe cash columnonone side
= |twillbe enteredin the bank column onthe otherside
= Thetwo transactions whichresultin contra entries are:
= Withdrawing cash from the business bank account for business use
= Debitthe cash account
= Creditthe bankaccount
= Depositing cash from the businessinto the business bank account
= Debitthe bankaccount

= Credit the cash account

o

Examiner Tips and Tricks

Itis very easy to get confused when making contra entries into the cash book.
in the bank column, the details will say “cash”.

name of the column where the entry is made.

o

Worked Example
Worked Example

Yanais a sole trader. On1January 2024, Yana had $20 cashinhand and $850 inthe
bank. During January 2024, the following transactions took place. Prepare Yana’s
cash book.

If the amount goesin the cash column, the details will say “bank”. If the amount goes

For contra entries, remember that the name used for the details will be different to the

Jan | Purchased goods oncredit, $350, from Liza
2

4 | Paid electricity, $250, by telephone transfer

6 | Sold goods oncredit, $180, to Tobey

10 | Withdrew cash, $300, from the bank for business use

11 | Cashsales, $50, were paid directly into the bank account

s

Your notes
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18 | PaidLiza, $320, by credit transfer, in full settlement of the invoice from 2
January 2024
21 | Tobey paid his account of £180 by cheque after deducting 5% cash
discount
28 | Paidrent, $500, by direct debit
31| Paid $200, cash, forwages
Answer
Jan1 | Debit balance of $20 for cash and debit balance of $850 for bank
2 | Noentryinto the cash book as there was no exchange of cash
4 | $250 credit entry to the bank account
6 | No entryinto the cash book as there was no exchange of cash
10 | Contraentry - debit the cash account and credit the bank account
11 | $50 debit entry to the bank account
18 | $350-$320=$30
$320 credit entry to the bank account with $30 discount
21 | 5% X $180 =$9 and $180 - $9 = $171
$171 debit entry to the bank account with $9 discount
28 | $500 credit entry to the bank account
31| $200 credit entry to the cash account
Yana
Cash Book
Date | Details | Discount | Cash | Bank | Date | Details | Discount | Cash
Allowed Received
$ $ $
$ $
2024 2024 o
Jan1 20 | 850 Jan 4 Electricity
Balance
b/d
Jan | Bank 300 Jan | Cash
10 10
Jan1l | Sales 50 Jan | Liza 30
18

4

Your notes
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Jan | Tobey 9 171 Jan | Rent ,

21 28
Your notes

Jan | Wages 200
31

Balancing the cash book

How do | balance the cash book?
= Balance the cash columnsjust like any otherledgeraccount
= |gnore the other columns
= Rememberthe balance is always brought down onto the debit side
= Balance the bank columnsjustlike any otherledgeraccount
= |gnore the othercolumns
= The balance will be brought down onto the:
= debit side if the business has money in the bank
= creditsideif the businessis overdrawn
= Do notbalance the discount columns
= Youjust need to total themup

= They will likely be different totals

Where do | put the totals for the discount columns?
= Thecashbookis the book of original entry for discount
= |trecordsthe discounts allowed andreceived
= |tisnot part of the double entry system for discount
= Enterthediscountintherelevantaccounts
= Thetotal ontheleft-hand side is the discount allowed
= Debit the whole total to the discount allowed account
= |abelthe entry as “cashbook”
= Youdonotneedto putaseparate entry foreach transaction
= Credittherelevant trade receivables accountsin the receivables ledger
= The total onthe right-hand side is the discount received
= Debit therelevant trade payables accounts in the payablesledger

= Creditthe whole total to the discount received account
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= | abelthe entry as “cashbook” ,

= Youdo notneed to putaseparate entry for each transaction Your notes

o

Worked Example

Yana's cash book for January 2024 is shown below. Balance the cash book and bring
down the balances at1February 2024.

Yana
CashBook
Date | Details | Discount | Cash | Bank | Date Details Discount | Cash
Allowed Received
$ $ $
$ $
2024 2024
Jan1 Balance 20 | 850 Jan4 Electricity
b/d
Jan | Bank 300 Jan | Cash
10 10
JanTl | Sales 50 Jan | Liza 30
18
Jan | Tobey 9 171 Jan | Rent
21 28
Jan | Wages 200
31
Answer

Balance the cashaccount:

= Total of the cash debit entries = $320
= Total of the cash credit entries = $200
= Differenceinthe cashtotals = $120

= This goesonthe credit side as that total is the smallest
Balance the bank account:

= Total of the bank debit entries = $1071
= Total of the bank credit entries = $1370
= Differenceinthe bank entries = $299

= This goesonthe debit side as that total is the smallest
Yana

CashBook
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Date | Details | Discount | Cash | Bank | Date Details Discount | Cash
Allowed Received
$ $ $
$ $
2024 2024
Jan1 Balance 20 | 850 Jan 4 Electricity
b/d
Jan | Bank 300 Jan | Cash
10 10
JanTl | Sales 50 Jan | Liza 30
18
Jan | Tobey 9 171 Jan | Rent
21 28
Jan | Balance 299 Jan | Wages 200
31| c/d 31
Jan | Balance 120
31| c/d
2| 320 (1370 30| 320
Feb1 | Balance 120 Feb1 | Balance
b/d b/d
\

4

Your notes
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The Petty Cash Book ,

Your notes

The petty cash book
Whatis a petty cashbook?

= Apetty cashbookis usedtorecordtransactions involving small amounts of cash
= The business willdecide what they classify as small amounts of cash

= Exam questions commonly tell you to class transactions for anything up to $100 or
$75 as petty cash transactions

= Apetty cash voucheris used torecord the transaction when money is taken from the
petty cashaccount

= |tshould state the amount and details

What is the layout of a petty cashbook?

= Thereis a date column and a details column
= These commonly appearoncein the middle

= Thereceipts column onthe debit side states the total amount received for each
transaction

= The payments column on the credit side states the total amount paid foreach
transaction

= There are analysis columns on the credit side to separate payments into different
categories

= There are columns for the expense accounts and a column for the payables ledger
accounts

[PETTY CASH BOOK |

RECEIPTS | DATE DETAILS PAYMENTS | TRAVEL | OFFICE LEDGER
EXPENSE |ACCOUNTS
$ $ $ $

The layout of a petty cash book

How do | enter transactions into the petty cash
book?

= The opening balanceis on the debit side
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= The debit side shows the cashreceipts ,
= Smallcashreceipts from trade receivables Your notes
= Money transferred from the cash orbank account to top up the petty cash account

= The credit side shows the cash payments
= Small cash payments for expenses
= Small cash payments to trade payables

= Whenyou enter atransaction onto the credit side

= Youneedtoenteritinthe appropriate analysis column(s)

= Putthe total forthat transactionin the total paid column

How do | balance the petty cash book?
= Findthe total for each column on the credit side
= Underline the totals for the analysis columns
= These balances then get transferred to the relevant ledgeraccounts

= Youcantransferthe total for each expense columnrather than transfereach
transaction separately

= The entries forledger accounts will need to be enteredinto the individual
ledger accounts

= Findthe difference between the total paid and the total received
= Put this entry as balance c/d on the side with the smaller total
= Thiswillusually be the credit side
= Complete the balancing process for these two columns
= Findthe totals for the total received and total paid columns
= Bringdown the balance to the start of the next month

= The balance brought down will always be on the debit side

o

Worked Example

Nazimis a sole trader. Nazim makes all payments of less than $75 by petty cash. Nazim

ensures that there is exactly $150 in the petty cash account at the start of each
month.

Below are the cash transactions for January 2024.

January 5 | Paid taxifare, $23
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8 | Paid cash, $45, to Jamie, a trade payable

13 | Paid $25 for stationery

17 | Received cash, $67, from Hawa, a trade receivable

25 | Paid train fare, $51

30 | Paid cash, $17, to Melody, a trade payable

Enter these transactionsinto Nazim’s petty cash book. Balance the account and bring

down the balance on1February 2024.

Receipts | Date Details | Payments | Travel Office Ledger
expenses accounts
$ $ $
$ $
2024
Jan1
150 Balance
b/d
Answer
= Totalreceived
= $150 + $67=$217
= Total paid
w $23+345+$25+$51+$17=$161
= Thedifference
= $217-$161=$56
Receipts | Date Details Payments | Travel Office Ledger
expenses accounts
$ $ $
$ $
150 | 2024 | Balance
Jan1 | b/d
Jan5 | Taxifare 23 23
Jan8 | Jamie 45 45
Jan13 | Stationery 25 25
67 | Jan17 | Hawa
Jan | Trainfare 51 51
25
Jan | Melody 17 17
30

1, SaveMyExams
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Your notes
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161 74 25 62 ,

56 Your notes

Jan 31 | Balance
c/d

~
<
N
™~
<

56 | Feb1 | Balance
b/d

The imprest system

What is the imprest system?

= Theimprest systemis used by businesses to ensure that the money in the petty cash
accountis equal to a setamount

= Thisamountis known as the imprest amount
= Thisis usually done at the start of each week or month

= |fthe petty cash accountisless than the imprest amount at the start of a period
= Thenitwillbe topped up using the cash orbank account

= |fthe petty cash accountis higher than the imprest amount at the start of a period
= Thenthe excess canbe depositedinto the cash orbank account

= Theimprest amount will always be equal to:
= The current balance of the petty cash account
= Plus the total value of petty cash vouchers for the current period

= Minus the total amount of petty cashreceived

What are the advantages of using animprest
system?

= |tsetsalimit onthe amount of cash which canbe spent

= |t helps managers monitor the amount of petty cash thatis being spent

= |t limits the amount of cash that could be mislaid or stolen

o

Examiner Tips and Tricks

Read the question carefully to see whetheryou are asked to restore the imprest or
not. Also, check when the imprestisrestored.
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N 4

Worked Example Your notes

Mark maintains a petty cash account using the imprest system. The imprest amount,
$200, isrestored on the first day of every month.

During January 2024, Mark receives $50 from trade receivables, and the total of the
petty cash vouchers for payments is $120.

Calculate how much cashis needed to restore the imprest on1February 2024,
Answer
= Findthe netamount thatleft the petty cash account

= $120-$50=$70
$70is neededtorestore the imprest
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The Journal ,

Your notes

The journal

Whatis the journal?
= Thejournalis alsoreferred to as the general journal

= Thejournalisusedtorecord all transactions that do not go into the other books of
original entry, such as:

= Opening balances whenabusinessis first created
= |ntroducing capital

= Taking drawings

= Purchasinganon-current asset

= Sellinganon-current asset

= Correctingerrors

= Transferring balances to the income statement

DATE DETAILS DEBIT CREDIT
$ $

The layout of the general journal

How do | make a journal entry for a transaction?

= STEP1
Enterthe date

= STEP2
Enter the name of the account(s) that need to be debited in the details column

= |tisconventional to enter the debit accounts before the credit accounts

= STEP3
Enter the corresponding values in the debit column

= STEP4
Enter the name of the account(s) that need to be credited in the details column

= |tisconventional toleave anindent forthe credit entries
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= STEP5 ,
Enter the corresponding values in the credit column
Your notes
= Make sure the total debit amountis equal to the total credit amount

= STEP6
Write a narrative for the journal entry

= Thisis a brief explanation of the transaction

= Thisis especially useful fornon-regular transactions and for correction of errors

o

Examiner Tips and Tricks

Read the question carefully to see whether a narrative is required. If in doubt, you
shouldinclude a narrative.

o

Worked Example

On1February 2024, John starts an online tutoring business. He takes out a bank loan
for $5000 and uses it to purchase a computer for $4000. He puts the remaining
money in a business bank account along with $2000 of his own money.

Prepare the general journal entry to record the opening assets and liabilities at 1
February. Anarrative isrequired.

Answer
= Moneyinbankfromloan

= $5000-%$4000=%$1000
= Totalmoneyinthe bank

= $1000+$2000=$3000
= Equityis the difference between assets and liabilities

= $4000+$3000-$5000=$2000

Journal
Date Details Debit | Credit
$ $
2024
Feb1
Computer 4000
Bank 3000
Bankloan 5000
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Equity

N
O
O
(@)

4

7000 | 7000 Your notes

Opening balances for assets, liabilities and equity
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