CHAPTER VIII

BOOKS OF ACCOUNTS

Heving decided what forms to use as docwaents
and books of record, the next atep is to determine
the books of accounts to be designed for use of the
businesas., There need not be much emphasls on this
subject.. The books uf.nccaunts used in almoat
every kind of buainess are almost similar, Their

functions too are quite identical with one another,

1, IClasses af Ledgers

Ledgers may ordinarily bhe clespified into

two categories. They are as Tollows:

‘'a, The ganaral ledger

b, The subsidiery ledger

General Ledger

The general ledger 1a a ooliz o7 S1osT ontry
wﬁerain the journal.entries from all books of yrecord
are pposted 1n classgified and in ehronological order.
Tﬁey are clagsified into debits and credits, It ia
the condonsed record of the affalrg of the business
un to a certain date, It i1s the book thet supplles
the faects and Ffigures to bo used in the Cinancial

statemunts._
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Subpidiary Ledger

The subgidiary ledger is a book of Tinal
antry wherein the details of certain data are posted
chronologically and classgifled into debita and
credits. It gives the detalls of the composition ef
the controlling accounts in the general ledger, It
11 fhe book that supplies the facts and figures
contalned in the.schedules that may be appended to

the financial statements,

and Subsidiary Ledzers

2, Contrast Between General Ledzo

The general ledger must always exist in all
ﬂucounting systems, The subsidiary ledger may oxr
may not ba needed at all depending upon the olreun-
stanceg, The number of subsidiary ledgérs in a
aystem depends upon tha number of controlling ac¢counts
maintained in the general ledger. The general ledger
contpina the totels whilae the subsidiary ladger
containe the details supparting those totals

appearing in the general ledger,

3s Kinds of Subsldiary Ledgers

The subgidiary ledgers kept in a busineas
depend upon the nature, kind, volume, and

coaplexity aof the bualness,



By and large, the common subﬂidiary ledgers kept

by a corporate form of organization are as followa:

1, Cusatomers' Ledger

a; Creditufs' Ledger

3. Notes Receivable Ledger

ke Notes Payable iedger

5+ Property and Equipment Ledger
6; Cost Ledger

Ta Finighed Goode Ledger

8. Stores Ledger

5, Operating Ledger

Cugtomers! Ledger

The accounts receivable account in the
gencral ledger controls & subsidiary ledger Xxnown
as the customers!' ledger, Individual accounts are
maintained dn this subsidiary ledger for all
cuatomers on the credit salca basis, The szles
invoilce, cashier's official recelpt, dedit anc
credit memoranda, if any, provide the posting
medin, Whenever a customer has settled or pald
all his accnﬁnts, tiis ledgesr wmay then be ruled off

and removed from the customers' ledger,

Croditora' Lodger

The accounts pavatle account in the genoral
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ledger controlas a subsidiary ledger known as the
craditors'lledger.. Individual necounts for craditors
are;mnintained in the saubsidiary ledger, The purchase
order, the vender's inveice, cash disbursement vouchsers,
debit‘and credit memorandum, if any, provide the posting
med;a. Whenever the creditor is fully paid, this ledger
account may be ruled and removed from the creditars!

Notes Roceivable ledger

The notes receivable aceocunt in the gonorzl
ledger controls a subsidiary ledger known as the notes
receivable ledgar., Individual ledger sheet ig maintained
for esach persomn vho has exccuted a promissory note in
fgvar cf the firm, The promissory note, the cashier's
official receipt, the debit and credit memoranda, if
aﬁy, provide the pesting media, Whenever the rotes
are fully paid, the ledger accounts may be ruled and

removed {rom the notes receivable ledger,

Hotea Pavagle Laedger

The natea payable acceunt in thse general ledger
controls n subsidiary ledger knawn as the notes payable
ledger. 1ndividual ledger sheets are maintained for
creditors to wham the firm has executed a promlasory
ﬁﬂte. The promisseory note, cash disbursement voucher,

debit and cr2dit memoranda, if any, provide tho posting
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media, Whenever the notes are fully pald by the firm,
the corrasponding ledger sheets may be ruied and

removed from the notes payable ledger.

Property & Equipment Ledger

Each account under fixed mssets in the general
ledger ahould ordinarily control a subsidiary ledger
for each cless of property and equipment. TIndividual
ledger shoet is maintained for each kind of property
and sguipment held by *he company for use in aperatiﬁn-
The purchaée order; cash disbursement voucher, journal
voucher, debit and credit mamornﬂda, il any, provide
tﬁﬁ posting media, Obsolste properties should he
writtEn off. Whenever the property and eguipment
have been sold or otherwise dispesed off, the
corresponding ledger sheet may be ruled and removed

from the property and eguipment ledger,

The purpoesce and uss of property ledpzer cannot
be underemphasized, It ean aupply a history and
full description of every lmpoartant fixed preperty,
to determinoe the depreciption and support the
imaintenance charges. Moreover, it provides records
of property accountabllity and alsc assiatsg in
analysis for fixed charges. The property ladger

provides net enly detailed recerd of repairs and
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malntenanca of individual 1temn but alap azgipt 1n the

replacemont and in purchase of new equipmentsi

-Lost Ledrar

The goods in process account in the general
lodger controla a subsidiary ledger known as the
coat ledger, Accounts are maintained in the
gubsidiary ledger with asuch arder passing throusgh
the factory, The méterial regquigitions and ti=e
tickets provide the posting medla, Whenever g job
'ig completed, corresponding overhead charges aro
added to the account at pre-determined rates, By
maintaining a record of costa in this manner, cost
figures rof jobs produced ars available immediately

upon completion of the job.

Once the job is finished and transferrad to
stock, the ecorresponding coat ledger shoet can beo

rulad and removed from the cost ledger,

Finished Gopods Laﬂger

The finished goods account in the general
ledger controls a subsidiary ledger known as the
finisned goods ledger, 4An account is meintainad
in the subsidiary ledger for each kind of product,
Finished goods ia debited fur the amount of finiszhed

goods belng tranaferred Crom the facthry to atoci,
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Yhenever units are sold or ctherwlse disposed off,
the.acﬁuunts are eredited for their corrcaponding
¢osts The balanco of the account in the gengral
lodger at the ond of the emccounting period must

agrad with the sum of the balance of the subsldiary

y

ledger agcounts,

Storeg Ledger

The stores ledger cerries stocks of merchandise,
material;, supplices, and even furniture and equiprment

not yet 1n use,

It.is depirable to make frefguent cnecks of
goods on hond againat stores legdger balances,; However,
ao that dise¢repancles can be traced and accounted for,
Pﬁssibilitiea of discrepancies can be summed up as

followgt

"1, Errors in charging ledger cards.,
-2, Miatakes in recording credits,
3¢ Breakage and spoilage,
4, Misplacement
Be Therlt

6, Change in waight due to lapse of time.

The practice being done by some conpanieo 1s
to vérify ptores balances by physical count when tha

ordering point is reached, Tha roason bging thet at
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that particular time, few units will have tg be counted.

Operating Ledger

For ench expensc and cost account in the
general ledger a ﬁﬁhsidiarr ledger may be maintained,
This subsidiary ledger is known as the operating
ledger, The current posatings are made from the c¢ash
dis?ursament voucher, petty cash vouchar and journal
vouchaers, The ba;ance at the end of the periocd Loz
each expense mccount in the general ledgor must
agrea with the sum of the baléances of the Eubsidiary

19dgﬁr.

B, General Remarks on Subsidiary Ledgers

- The number of subsidiary ledgers to be
designoed in a'given accounting syatem depends upon
the volume, aize and nature, and complexity of the
business, There may be as many subasidiary ledgers
a8 there are controlling accounts in the general
1edgaf. However, by generolly accepted amecounting
practice, we may state that the subsidiary ledger
muat only provide the details of inportant accouvnta
which are fairly numercy and which need control and
analysgia aelther for mansgaerial guide or fop fixing

raspongibdlity,
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