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   CHAPTER – 1        
                           INTRODUCTION

OBJECTIVES:

IN THIS CHAPTER, WE SHALL DISCUSS

  


► 
INTRODUCTION TO ACCOUNTS

    


► 
OBJECT OF ACCOUNTING
   


► 
SIGNIFICANCE OF ACCOUNTING
                        

► 
FUNCTIONS OF AN ACCOUNTANT

    


► 
FREQUENTLY USED TERMINOLOGY



► 
DOUBLE ENTRY BOOK KEEPING



► 
CLASSIFICATION OF LEDGERS & GOVERNING   RULES

1.1 INTRODUCTION

Every business organization wants to know whether it has made profit or not at the end of a given period.  For this purpose, it has to prepare a statement containing profit or loss.  It also wants to know what it owns (assets) and how much it owes (Liabilities) to its suppliers and others.  For this purpose, it prepares a statement showing its assets and liabilities.  In order to prepare these statements, the business organization has to maintain a set of accounts.

The object of business is to earn profits and every merchant likes to know at the end of a financial year how much profit he has earned during the course of the year.  For this purpose, he would need a lot of factual information which can be derived from written records of transactions.  As such proper maintenance of books of accounts is indispensable for a businessman.

Accounting was practiced in India thousand years ago and there is a clear evidence for this.  In this famous book ‘Arthashastra’, Kautilya dealt with not only politics and   economics but also the art of proper keeping of accounts.  However, the accounting on modern lines was introduced in India after 1850 with the formation of joint stock companies in India.

Accounting in India is now a fast developing discipline.  The two premier Accounting Institutes in India Viz., Chartered Accountants of India and the Institute of Cost and Works Accountants of India are making continuous and substantial contributions.

 1.2  OBJECT OF ACCOUNTING
The object of Accounting are mainly two:

· To have a permanent record of each transaction and of its financial effect.

· To show the combined effect of all the transactions made during any particular period upon the financial position of the concern as a whole.
· To calculate the profit earned or the loss suffered during a specific period (generally a year) from the accounting books.
· To communicate financial information to various interested parities like managers, investors, creditors, government etc.
1
Significance of accounting:

· Accounting is very important for every business organization, it helps to:

· Maintain its own records of business

· Monitor the business activities

· Calculate profit or loss for a given period

· Fulfill legal obligations

· Show financial position for a given period

· Communicate the information to the interested parties.

 1.3  FUNCTIONS OF AN ACCOUNTANT

· Designing of the accounting system, basis for identifications and classification of financial transactions and events, forms, methods, procedures.  Etc.
· The financial transactions are identified, classified and recorded in appropriate books of accounts according to principles.
· Summarize the transactions into significant form according to generally accepted accounting principles.  The work includes the preparation of profit and loss account, balance sheet.
· Analyze the transactions by using into ratio analysis, break-even analysis, funds flow and cash flow analysis.
· All financial statements are communicated to the interested parties like share holders etc. and also prepare various statements and returns pertaining to income tax, sales tax, excise or customs duties etc. and file the returns with the authorities concerned.
· Prepare budgets, like cash budget, capital budget, purchases, sales budgets etc.
· Audit, Review and verification of the books of accounts, statements and reports with a view to verifying their accuracy.
 1.4  VOCABULARY / DEFINITIONS

1. Account: This is a summarized financial record of all transactions relating to any particular person or things which have been entered into during a given period of time.  
2. Transaction: Transaction involves exchange of money or money’s worth between two parties. In other words, any exchange of value for value is called transaction. Transaction may be of two types.

a) Cash transaction involves the payment or receipt of cash.    
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For example Sold goods worth Rs.5000/- to Gopal for cash. In this transaction it is clear that the goods are sold for cash to Gopal.

b) Credit Transactions does not involve cash.   It involves a promise to pay cash at a future date.  

For example, purchased goods worth Rs.30,000/- from Gopal.  Here Gopal supplies goods worth Rs.30000/- or we purchase goods on credit.  Cash is to be paid at a future date, not immediately, So it is called a credit transaction.
c) Non-Cash Transactions, where the question of receipt or payment of cash does not arise at all.    Eg. Depreciation,  return of goods  etc.
3. Assets: All items that have value are known as assets.  It refers to what a business owns, namely its plant, machinery, furniture, land and so on.

Tangible fixed Assets: Tangible fixed assets can be touched and seen and have long life, could be used in business, and resold later.

  Eg. Plant, machinery, furniture, computer etc.

Intangible fixed Assets: These assets cannot be seen or touched are called intangible fixed assets.  They can be felt. The reputation of a firm (goodwill), the value of patents, trademarks and brand names such as Coke or Pepsi,  refers to intangible fixed asset.
4. Current Assets: Current assets are expected to be realized in cash or consumed during business operations.

Eg. Cash in hand, stock, cash at bank, sundry debtors, expenses paid in advance (prepaid  expenses), incomes yet to be received,  short-term investments, bills receivable etc.

5. Stock / Inventory: Stock or inventory refers to the goods in which the firm deals. A manufacturing united have three types of stock:  raw materials, work in progress and finished goods. The stock at the end of the year is valued on the basis of cost or selling price whichever is less.  The closing stock of an accounting period becomes opening stock for the next accounting period.
6. Sundry Debtors  and Creditors: Debtors are those who owe to the business money.  These are during credit sales.  Debtors are part of current assets.  Creditors are those to whom the business owes money.  For instance when the firm sells goods to say   X on credit, x is the debtor and the firm is the creditor.  Creditors are part of Current Liabilities.
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7. Capital: Capital is the total amount of finances required by the business to conduct its business operations both in the short-run and long run.  There are different forms of capital: property, cash or titles to wealth. Capital also refers to the difference between assets and liabilities  (Capital = Assets – Liabilities)

8. Drawings: This refers to the money drawn by the owner from his funds invested as capital in the business or firm.  It may also refer to the value of goods used by the owner for his personal use.

9.
Current Liability:   
         a)  Current Liabilities are those which are payable in the near future say less than an year.    Eg. Sundry Creditors,  bills payable and outstanding expenses.
            b)  Fixed Liabilities:  These liabilities are payable generally, after a long period.


Eg. Capital,  Loans,  mortgage  etc.
10.
Overdraft:  The facility sanctioned by a banker to a customer to draw more than what is deposited in the account, subject to a maximum limit of money is called overdraft.  It may be for a short period or for a long period.

11.
Purchases & Purchase returns:  Purchases refer to the value of goods or services purchased during a given accounting period.  Purchases may be cash purchases or credit purchases.  In credit purchases, the firm agrees to pay the amount to the supplier (creditor) at a future date. 


Purchase returns are goods returned by the firm to the suppliers of goods with a complaint.  Purchase returns are also called returns outwards

12.
Sales & Sales Returns: Sales refer to the value of goods or services sold during a given account period.  Sales may be cash or credit. In credit sales, the debtor promises to pay the firm at a future date. 


Sales returns refers to the goods returned by Customers with a complaint about damage or defects. Sales returns are also called Return inwards.
13.
Journal: Journal is the first book in which transactions are recorded in a chronological order (date wise). Every transaction is first recorded in the journal. It is also called ‘Day Book’.  


Entry: Entry is a record of a transaction in account books. Recording entries in journal is called Journal entry. The benefits of writing entries in journal are:

· To show all the necessary information about a transaction.

· To know why it is written.

· To know the date wise transactions

· To help identify and prevent errors.
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The following are also some of  the examples of  transactions recorded in Journal.

· Opening entries

· Closing entries

· Transfer entries

· Entries for rectification of errors

· Entries for purchase or sale of assets on credit basis

· Entries for creating provisions such as depreciation, bad debts etc.

  14.
Revenue Expenditure & Receipts.  Revenue expenditure refers to the expenditure incurred on running the business.  It also refers to the expenditure to maintain the assets of the business.  


 Eg.  Wages, Salaries, rent, depreciation, interest  etc.

Revenue receipts are those receipts from customers for the goods supplied or fee received from them towards the services provided to them in the ordinary course of business.              

Eg. Sales proceeds, rent received, commission received etc.

  15.
Capital Expenditure & Receipts: it refers that expenditure incurred in acquire a fixed asset, tangible or intangible. Examples for capital expenditure are  purchase of plant, furniture, goodwill etc.


Capital Receipts are the receipts from sale of fixed assets such as machinery or furniture.  The asset may be sold as and when it is old or is to be replaced.
  16.
Accounting period: Accounts are to be prepared periodically at least once in a year to find out the profit or loss for the given period for income tax purposes.  


However for internal control purposes, accounts can be prepared for shorter period say, a quarter, a month, or a fortnight or a week. 


At the end of an accounting period, an income statement is prepared to show the amount of profits made/losses incurred for the given period and a balance sheet to show the financial position of the business.

  17.
Ledger: Ledger is a book of several accounts. Every transaction is first recorded in the journal and it is finally posted from the journal into the ledger. All the accounting information can be secured from the ledger, hence it is the principal book of accountancy.  The process of preparation of accounts from the journal into ledger is called Ledger posting.


The format of ledger account is of two parts: a) left hand side called debit side (Dr) and b) right hand side called credit side (Cr.).  Debit starts with ‘To’ and Credit side starts with ‘by’.
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  18.
Cash book: Cash book is having transactions of both receipt and payments.  Cash book records transactions relating to cash receipts or cash payments in chronological order(date wise). Cash receipts are recorded on the debit side of cash book and cash payments are recorded on the credit side of cash book.  Cash account always shows debit balance.

    
  19.
Direct and Indirect Expenses: All the expenses incurred in obtaining the supply of goods or for making  goods more saleable are Direct Expenses. These expenses are debited to Trading Account at the time of preparation of final accounts.


Eg. Railway freight, cartage, packing charges  etc.

All other expenses like, office, financial, marketing, selling incurred by a business house are known as Indirect expenses. Indirect expenses appear on the debit side of the P & L account for getting Net profit.
  20.
Depreciation: Every fixed asset is liable to loss in value once, it begins to be used in the productive basis.  This loss takes place as time passes, till the asset becomes unfit for further use and   the market value of what remains of it is reduced either to zero or to a very nominal figure called residual value.  The total loss of value, which takes place during the period the asset in question gives service, can be found out by deducting residual value from the cost price of the asset.


Depreciation has the object of writing off this total loss in value from year to year according to a pre-arranged schedule.


Depreciation as a permanent, continuing and gradual shrinkage in the book value of a fixed asset

  21.
Trial balance: Trial Balance is a statement containing debit and credit balances of various accounts taken out from Ledger books as on a particular date.  A trial balance must agree as on that date.  Trial balance is a statement of the debit and credit balances of the various ledger accounts, which is prepared to check their arithmetical accuracy.

 22.
Trading Account:  Trading account shows gross profit or gross loss for the end of  given accounting period. Gross profit or gross loss is the excess of sales revenue over the cost of goods sold.


Gross profit = Net sales-cost of goods sold.


If the cost of goods sold is more than the sales revenue, it results in gross loss.

  23.
Profit and loss account: Profit and loss account shows net profit or net loss for the end of a given period.
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24.
Balance Sheet: A Balance sheet is a list of all assets and all the liabilities of a business enterprise on a given date, and shows its financial position on that date.


A Balance sheet is divided into two sides.  The right-side lists all the assets (Properties, debtors and fictitious assets) and the left-hand side all the liabilities (creditors, capital and certain credit balances). The two sides of a Balance sheet must tally.  

  25.
Final Accounts: It indicates the accounts which are prepared finally or after the trial balance has been prepared.  These are accounts are:

i) Trading Account

ii) Profit & Loss Account

iii) Balance Sheet
 1.5  DOUBLE ENTRY BOOK KEEPING:
In modern form, Accounting is based on the principles of Double Entry System, which came into existence in 15th Century.  Fra luka Paciolo,  a mathematician published a book  De computic et scripturies in  1494 at Venice  in Italy.  This was translated into English in 1543.  In this book he covered a brief section on ‘book-keeping’.

This is a system of book-keeping where for every debit, there is a corresponding credit.   Double-entry book-keeping is a scientific way of recording transactions based on the fact that for every debit, there is a corresponding credit.  Under double-entry system, both debit and credit aspects of the transaction are being recorded.
Debit: (DR) , Credit: (CR)
Paciolo used the terms ‘debito’  (owned to)  and  ‘credito’  (owned by) these words came from Latin words  debeo  (meaning of which is ‘owed to me’,  i.e., to the proprietary and credo  (which means believe or trust ).  The terms debit and credit used to-day have its origin from debito  and credito. 
The receiving aspect and the left hand side of the account. The giving aspect and the right hand side of the account.
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1.6   TYPES OF LEDGER ACCOUNT & RULES GOVERNING EACH ACCOUNT:

(a) Personal Accounts: These are accounts opened in the name of persons, firms and companies with whom the firm deals.

The rule governing personal accounts is ‘debit the receiver and credit the giver’

Suppose Ram purchases from Krishna worth Rs.500-
Here receiver of goods is Ram – hence Debit Purchase in Ram’s Account.  Giver is Krishna, hence Credit Krishna in Ram/s books.

(b) Real Accounts: These are accounts opened in the name of assets such as land and  buildings, plant and machinery, furniture etc.

The rule governing real accounts is ‘Debit what comes in and Credit what goes out’.

For example, Furniture purchased for cash.

Here  Furniture comes in  and Cash goes out.

Hence Debit – Furniture  and  Credit  Cash Account.
(c) Nominal Accounts: Nominal accounts are those which are opened in the name of expenses, losses, profits, incomes and gains.

The rule for Nominal account is ‘Debit all expenses and losses and  credit profits, incomes and gains’.

Suppose salary paid for Rs.500-, Here salary is an expense hence  Dr. Salary  and cash goes out- Cr. cash account

Rent Received Rs.1000- here cash received and Rent is an income.

Hence Cash account is to be Debited and Rent account is to be credited.

Journal & Journal Entry: Journal is the first book in which transactions are recorded in a chronological order (date wise). It is also called ‘day book’.

A Journal has the following five columns.

i) Date,   ii) Particulars     iii)Ledger folio    iv) Amount (Dr.)        v) Amount (Cr.)
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The following is the format of Journal.
	Date
	Particulars
	Ledger

Folio
	Dr.

Amount

Rs.
	Cr.

Amount

Rs.

	(i)
	(ii)


	(iii)
	(iv)
	(v)


Recording of entries in journal is called Journalizing.  
The benefits of writing journal entries are: 
1) 
to show all the necessary information about a transaction. 
2) 
to know why it is written  
3) 
to know the date  wise transactions    and 
4) 
to help identify and prevent errors.

Suppose: Furniture purchased on 1-4-2005 for Rs.5000/- from Classical Furniture, Kakinada.

Then the entry in journal is:
	Date
	Particulars
	Ledger

Folio
	Dr.

Amount

Rs.
	Cr.

Amount

Rs.

	1-4-05
	Furniture account     Dr.

   To  Classical Furniture

(being furniture purchased)
	
	5000/-
	5000/-


First of all, the name of the account which is to be debited is written, with a word Dr added at the end of the line.

Next, the name of the account which is to be credited is written and the line begins after leaving a small margin on the left.

The nature of transaction is the briefly mentioned, beginning with the word ‘being’.  This is called narration.
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Classroom  Session:
 Identify the Ledger names , classify them and  journalize the following transactions.

     CASH SALES







RS.50000/-

     BOUGHT GOODS FROM  SULEMAN TRADERS  


RS.4000/-


 PAID CASH TO SULEMAN TRADERS 




RS.4000 /-

     SOHAN LAL PURCHASED GOODS FOR  



RS.5000/-

     SOLD GOODS TO RADHEY SHYAM  




RS.8000/-

     BOUGHT GOODS FROM SULEMAN TRADERS 


RS.1900/-

     SOLD GOODS TO CHADDHA STORES 



RS.7000/-

     RECEIVED CHEQUE FROM CHADDHA STORES FOR 

RS. 6800/-
                MUNICIPAL TAXES PAID





RS.215/-
                PURCHASED FROM SUNNY STORES 




RS.1000/-
                PAID CASH FOR SMALL REPAIRS 




RS.40/-
                SALES TO SONI STORES 





RS.6000/-
                WAGES PAID BY CHEQUE FOR 




RS.100/-
                SALARIES PAID RS.500/-,  ADVANCE  RENT PAID  


RS. 4000/-
                ELECTRICITY BILL PAID 





RS.400/-

                WAGES PAID RS.500/-      INSURANCE  PAID  


Rs. 240/-
                BAD DEBTS CREATED RS.500/-,    BAD DEBTS RECOVERED 

RS.300/-

                COMMISSION RECEIVED 





RS.200/-

                PROPRIETOR USED CASH FOR PERSONAL USE 


RS.2000/-

                PROPRIETOR USED STOCK FOR PERSONAL USE 

               RS.3000/-
    
 OVERDRAFT   IN  STATE BANK OF INDIA  


               RS.10,000/-


 CASH RECEIVED FROM  VENKATESH  TOWARDS  RENT                     RS.2000/-

 STOCK   LOSS  ON  FIRE                                                                                    RS. 5000/-


 INSURANCE COMPANY  AGREED  TO PAY  40%

 PREPAID INSURANCE 





RS.90/-
 BAD DEBTS 







RS.500/-

 DISCOUNT  RECEIVED 





RS..500/-

 RECEIVED FROM SONI  STORES:. 5700/-  AND  DISCOUNT  

RS.300/-
 DEPOSITED IN BANK,






RS.7000/-

 INTEREST DEBITED BY BANK OF ANDHRA 



RS.400/-
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Hands on sessions:

1.
Fill in the blanks

1.  
ENTRY MEANS   …………………………..……..……………………………

2.  
ASSET MEANS    ………………………………………………………………
3.  
DRAWING  ACCOUNT  REFERS TO ………….………………………...…
4.  
TRADING  ACCOUNT  SHOWS………….………..………………………..
5.  
BALANCE SHEET IS A ……………………………...……………………..…
6. 
BALANCE SHEET SHOWS ………………………..………….……………...
7.  
PROFIT & LOSS ACCOUNT SHOWS:……….…….………………………..
8.  
ACCOUNTING PERIOD  MEANS  ………………………………………….
9.  
PERSONAL ACCOUNT REFERS TO ……………….…………………   ….
             10.  
REAL ACCOUNTS  RELATING TO ……………………………………...…
2.
One word questions:

1.   
WHAT IS  DR   AND  CR. ?

2.   
DOUBLE ENTRY SYSTEM MEANS ?

3.   
CLASSIFY  LEDGER ACCOUNTS ?

4.   
WHAT ARE THE RULES OF DEBIT AND CR.?

5.   
DEFINE JOURNAL & LEDGER?

.

      AFTER  STUDYING THIS CHAPTER,  THE STUDENT SHOULD BE  ABLE TO KNOW :  



►  
THE CONCEPT OF LEARNING ACCOUNTS
►   
THE TERMINOLOGY IN ACCOUNTS
►   
THE FUNCTIONS OF AN ACCOUNTANT
►   
TYPES OF LEDGER ACCOUNTS AND GOVERNING RULES
►   
HOW TO PASS A JOURNAL ENTRY
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Lab practice 
1.          Identify the ledger accounts and specify whether personal/ real/nominal accounts and   Journalize    from the   following business transactions:
1. RAMNATH STARTED BUSINESS  WITH  A CAPITAL

2. PURCHASED ONE PORTABLE TYPEWRITER

3. PURCHASED GOODS ON CREDIT FROM  M/S. KAILASH AGENCIES

4. PURCHASED POSTAGE STAMPS

5. SOLD GOODS  FOR CASH

6. SOLD GOODS ON CREDIT TO M/S. ASHA STORES

7. STOCKS RETURNED FROM M/S. ASHA STORES

8. OPENED AN ACCOUNT  IN  BANK OF INDIA

9. STOCK RETURNED TO KAILASH AGENCIES

10. PAID INSURANCE PREMIUM

11. PURCHASED  STATIONERY  AND ONE ELECTRIC FAN
12. OFFICE  RENT ADVANCE PAID

13. SALARIES, ELECTRICITY CHARGES,  RENT AND  WAGES PAID

14. BAD DEBTS CREATED  AND  BAD DEBTS RECOVERED
15. COMMISSION RECEIVED

16. PROPRIETOR  USED CASH AND STOCK  FOR PERSONAL  USE

17. PURCHASED FURNITURE FROM RAMAKANTH ON CREDIT

18. CASH PAID TO RAMAKANTH BY CHEQUE

19. UNPAID SALARIES, WAGES  AND  PREPAID INSURANCE.

20. COMPUTER PURCHASED  FROM  XYZ  ON  CREDIT

II            Journalize  the following transactions: 

   1.        SRISHTI PROVISIONS STARTED BUSINESS WITH A CAPITAL OF 
RS.60000/-
   2.
ABC FIRM JOINED WITH A CAPITAL OF 



RS.40000/-
   3.
DEPOSITED INTO BANK OF SRISHTI  




RS.30000/-
   4.
BOUGHT GOODS WORTH FROM KAMAL. 



RS.48000/-
   5.
BOUGHT FURNITURE FROM CLASSICAL FURNITURE WORKS 
RS.2000/-
   6.
SOLD GOODS FOR CASH  FOR 




RS.60000/-
   7.
PAID RENT RS.4000, ADVERTISING 




RS.3000/-
   8.
SOLD GOODS WORTH TO VENKATESH 



RS.50000/-
   9.        VENKATESH PAID -IN FULL SETTLEMENT 



RS.48600/-
  10.
BOUGHT GOODS FROM DEVIKA & SONS 



RS.14,000/-
  11.
SOLD GOODS TO MAHENDRA SINGH 



RS.2000/-
  12.
PAID TO KAMAL ON ACCOUNT. 




RS.40000/-
  13.
RETURNED GOODS TO DEVIKA & SONS 



RS.1000/-
  14.
CASH SALES 







RS.75000/-
  15.
SOLD GOODS TO RAO & BROTHERS 




RS.14000/-
  16.
SOLD GOODS TO BOMBAY SHOPPE 




RS.15000/-
  17.
BOMBAY SHOPPE PAYS US IN FULL SETTLEMENT. 


RS.14000/-
  18.
PAID SALARIES 






RS.500/-
  19.
PAID TELEPHONE BILL 





RS.300/-
  20.
PAID DEVIKA & SONS ACCOUNT IN FULL SETTLEMENT. 

RS.12500/-
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    CHAPTER –   2               
                                LEDGERS

OBJECTIVES:


IN THIS CHAPTER, WE SHALL DISCUSS ON: 
  


► 
FEATURES OF A LEDGER
    


► 
LEDGER POSTING IN SUBSIDIARY BOOKS

   


► 
CASH BOOK 
                        

► 
DAY BOOK   

► 
CONTRA ENTRIES



► 
BALANCING OF LEDGERS
2.1  FEATURES OF A LEDGER:

A Ledger may be  defined as a summary statement of all the transactions relating to  a person, asset, expense or income, which have taken place during a given period of time.


1.  
Ledger contains all the accounts  - personal, real and nominal


2.  
It is a permanent record of business transactions


3.  
It provides a means of easy reference


4.  
it provides final balance of the accounts.
Each account in the ledger is divided into two equal parts.  The left hand side of the account is known as debit side and the  right hand side is called  credit side.

  2.2  LEDGER POSTING

Ledger is a book that contains several accounts.  

The process of preparation of accounts from the journal into ledger is called posting in the ledger.  

Posting is the process of entering in the ledger the entries given in the journal.  
Ledger posting is to be made into the ledger after the completion of journal entry.  A separate account is to be opened for each item of the journal.  The transaction space for each account is to be determined in the ledger depending upon the number of transactions.  For every account there must be a name. 


Format of Ledger Account.

	Debit side (Dr.)
	Credit Side (Cr.)

	Date
	Particulars
	Folio
	Amount
	Date
	Particulars
	Folio
	Amount

	
	
	
	
	
	
	
	


The Ledger format is of two parts: a) left-hand side called Debit side (Dr.),  right hand side called credit side (Cr.)
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Debit side starts with ‘To’ and Credit Side starts with ‘By’

Date:  Date of Transaction.
Particulars: Details of transaction


Folio: Page number from which the entry comes.


Amount: Value of the transaction.

For Example for the following journal entry, the posting is like this.  On 1-4-2005, Suma commenced business with a capital of Rs.20,000/-.


First the Journal entry is like this:

	Date
	Particulars
	Ledger

Folio
	Dr.

Amount

Rs.
	Cr.

Amount

Rs.

	1-4-05
	Cash account           Dr.

   To  Capital Account

(being the business commenced with capital)
	
	50000/-
	50000/-



Secondly the Ledger Posting is:

Capital Account

	Debit side (Dr.)
	Credit Side (Cr.)

	Date
	Particulars
	Folio
	Amount
	Date
	Particulars
	Folio
	Amount

	
	
	
	
	1-4-05
	By cash a/c
	
	50,000/-


 2.3  SUBSIDIARY BOOKS:
In small business all transactions relating to all  purchases, sales, cash etc. are recorded in a journal.  In case of larger business the journal is subdivided :

1. Purchases Book:  The transactions of purchases are recorded in the purchase book from invoices received and at the end of the day, week or month, the total is transferred to purchased account.

2.  Sales Book: Only the details of sales are recorded in sales book from the invoice issued. Sales book is also called ‘Sales Day book’.  The total sales book is transferred to sales account at the end of the day, week or month.
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3. Purchase returns book:   Such goods which are defective or faulty may be returned to the supplier. The particulars of such goods are recorded in the purchase returns book. When the goods are returned, a debit note is prepared and sent along with the goods returned. 

4.  Sales Returns Book:  Where the customer returns goods which are defective or faulty, the particulars of such goods are recorded in the sales returns book.  When the goods are returned by the customer, a credit note is prepared in the name of the customer.

5. Bills receivable book: A bill is unconditional acceptance to pay certain sum of money.  When a trader sells on credit, he may draw a bill and ask the buyer to accept to pay at a given date.  When the buyer accepts to pay, this is a case of bills receivable for the seller.  Bill is a negotiable instrument. Every trader receives acceptances from his customers and he maintains a separate book for bills receivables.

6.  Bills payable book:  In this book, the details of acceptances given are recorded.

7. Petty cash book:  This is used to record petty cash payments. Normally, every organization draws an advance say rs.1000/- (or more or less) as per the requirement of the firm) per week and goon spending for the petty cash payments such as postage, stationery, entertainment, traveling, repairs and so on.  Once the advance is exhausted the account is submitted and fresh advance is drawn.

8. Journal Proper:  Transactions which cannot be recorded in any of the above subsidiary books are recorded in journal proper. Every entry recorded in journal proper needs to be posted as usual into different ledger accounts. 

For Examples:  1) 
Opening entries,  
    2) 
Closing entries,            
    3) 
Adjustment entries, 
    4) 
Transfer entries,  
    5) 
Entries for rectification of errors.
 2.3.1. DAY BOOK

There is a procedure in some of the places in India  that  all entries either  cash or credit or any other entry  in a day ,  are  recording in one book  i.e.  called  Day Book.    From  Day book  they record ledger postings  in  respective  Ledgers.   It is also  called as Journal wherein day-to-day business transaction are recorded in chronological order.
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2.3.2  CASH  BOOK
 Cash Book records transactions relating to cash receipts or cash payments in chronological order. Cash book is divided into two sides.  Cash receipts are recorded on the debit side of cash book and cash payments are recorded on the credit side of cash book.  
Whenever we receive cash, we record it in the receipt side  (DR.)  and whenever we pay cash we record the same in the payments side  (CR).  Cash account always shows debit balance.


Cash book may be of the following types:


1.  Simple Cash book shows receipts and payments.

2.  Simple Cash book with bank columns

3.  Cash book with cash, bank and discount columns.

4.  Day book with cash and journal entries.

5.  Petty cash for small payments.
The model of the simple cash book is given below

	Debit side (Dr.)
	Credit Side (Cr.)

	Date
	Receipts
	Folio
	Amount
	Date
	Payments
	Folio
	Amount

	
	
	
	
	
	
	
	


 2.4  CONTRA  ENTRIES:
‘CONTRA’ means the other side.  This word comes from Latin.  Contra entry means the recording of debit and credit of a transaction at a time in the cash book.  The transactions relating to cash and bank balances are to be recorded in the cash book at the same time and hence contra entries are necessary.
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Circumstances of contra entry:


1.   Cash Deposited in the bank.


2.   Cash drawn from Bank for Office Use.

3.   Amount transfer from one Bank to Another Bank. (if trader having two Bank Accounts)


If  trader deposits  Rs.5000/- cash into Bank, the  cash book entry is :

Cash book  with Bank Account
	Debit side (Dr.)
	Credit Side (Cr.)

	Date
	Particulars
	Folio
	Amount
	Date
	Particulars
	Folio
	Amount

	May 5
	To  Cash
	 C
	Cash
	Bank
	May 5
	By Bank a/c
	
	Cash
	Bank

	
	
	
	
	5000
	
	
	
	5000
	


 2. 5 BALANCING OF LEDGERS:
Various accounts in the ledger are balanced with a view to prepare the final accounts. Ascertain the difference between the totals of debit side and credit side. The balance is brought forward at the beginning of the next period.

An account is said to have a debit balance if the total of its debit is more than the total of its credit side.  An account is considered to have a credit balance if the total of its credit side is more than the total of its debit side. 
Srishti Provisions Account

	Debit side (Dr.)
	Credit Side (Cr.)

	Date
	Particulars
	L.F
	Amount
	Date
	Particulars
	L.F
	Amount

	1-5-06

6-6-06

30-6-06


	To cash  a/c

To cash  a/c

To balance c/d
	
	10,000

30,000

33,500
73,500
	1-4-06

5-5-06
	By purchases a/c

By purchases a/c
	
	50,000/
23,500/
----------

73,500/
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Classroom  Session

Record the following transactions into cash book  and  also  day book
                                          







  Rs.

  1
GOWRISANKAR STARTS BUSINESS WITH CASH 

     
100000/-


  2
DEPOSITED IN BANK






50000/-


  3
PURCHASES FROM  RAVI





68500/-


  4
SALES TO KRISHNARAO





15000/-


  5
AMOUNT PAID TO RAVI BY CHEQUE




10000/-


  6
CASH RECEIVED FROM KRISHNA RAO



8000/-


  7
PAID INTO BANK






7500/-


  8
DISCOUNT ISSUED






125/-


  9
DISCOUNT RECEIVED  





150/-


10
LOAN FROM BANK OF ANDHRA




20000/-


11
AMOUNT PAID BY CHEQUE TO VENKATESH(loan)

              
15000/-


12
WAGES PAID







1000/-


13
STOCK RETURNED FROM KRISHNARAO



10/-


14
SALES TO RAJANIKANTH





1500/-


15
AMOUNT PAID INTO BANK TOWARDS LOAN A/C

               10000/-


16
PURCHASES FROM RAMARAJU FOR CASH



10000/-


17
FREIGHT ON SALES






1500/-


18
RETURNS TO RAVI






1500/-


19
SALARIES PAID





               2000/-


20
LIGHTING EXPENSES  





130/-


21
DEPOSIT IN BANK






3000/-


22
PAID TO RAVI   






56500/-


23
DISCOUNT RECEIVED  





500/-


24
RECEIVED FROM KRISHNA RAO




6700/-


25
DISCOUNT ALLOWED






200/-


26
DEPOSITED IN BANK





               7000/-


27
INTEREST DEBITED BY BANK OF ANDHRA


               400/-

28
GOPAL JOINED WITH A CAPITAL  OF 



10000/-


29.
PURCHASED GOODS FROM BHAGAT  



5000/-


30
SALE OF GOODS FOR CASH  





1500/-


31
PURCHASE GOODS FOR CASH  




 2000/-


32
SALE OF GOODS TO CHARAN  




4000/-


33
PURCHASE FURNITURE FROM TAGORE  



3000/-


34
SALE OF  OLD FURNITURE  TO EASWAR 



2500/-


35
PURCHASES 







15000/-


36
SALES 








10000/-


37
PURCHASE OF STATIONERY FROM SWAMY 



1000/-


38
COMMISSION RECEIVED FROM GIRISH  



200/-


39
AMOUNT RECEIVED  FROM CHARAN  



3000/-


40
AMOUNT PAID TO BHAGAT TOWARDS HIS ACCOUNT 

4000/-
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Hands on Sessions:

1.
Fill in the blanks
1. CONTRA ENTRY MEANS   ……………………   …………………………


2.  PETTY CASHBOOK USED FOR    …………………………………………

3.  OVERDRAFT  MEANS  …………….. …………………………………...…

4.  CASH BOOK HAVING  CASH ……………………AND…………………..

5.  ICWA  MEANS ………. …………………………………………………..…

6.  DR  MEANS………………. ………………………………….……………...

7.  PROFIT & LOSS ACCOUNT SHOWS…………………………..…PROFIT.

8.  CR.  MEANS  ……………………………………………………………….

9.  DRAWING ACCOUNT MEANS ………………………………………   ….

            10.  PURCHASE BOOK SHOWS THE ENTRIES OF      ……………………...…
2.
One word questions:


1.  DEFINE  TRANSACTION. ?


2.   WHAT IS  DAY  BOOK ?


3.   LIST OUT SOME   SUBSIDIARY BOOKS ?

4.   WHAT IS  JOURNAL  PROPER ?

5.   WHAT IS TRADE &  CASH  DISCOUNT ?

.

     AFTER  STUDYING THIS CHAPTER,  THE STUDENT SHOULD BE  ABLE TO KNOW :  



►  
THE MAINTENANCE OF CASH BOOK  & DAY BOOK
►  
TO RECORD THE TRANSACTIONS INTO SUBSIDIARY BOOKS
►  
THE LEDGER POSTINGS
►  
THE BALANCING OF LEDGERS
►  
ABOUT CONTRA ENTRIES
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Lab practice:
I  Record the transactions into concerned subsidiary books.
1.   Last year closing balances are taken into account as: Capital 

Rs.80000/-                            Chiranjivi       (SD) Rs.10000/Nagarjuna (SD)  Rs.2000/- Sridhar(SD)Rs.5000/-, Madhavi (SD) Rs.3000/- Kishore (SC) Rs.20000/- Furniture Rs.15000/-, 

Building Rs.50,000/-, Computer Rs.15000/-
   2.  Syam brings additional cash into business 



rs.100000/-

   3.  Purchased furniture 






rs.10000

   4.  Preliminary expenses 






rs.10000/-

   5.  Paid to Kishore 






rs.8000

   6.  Cost of stationery 






rs.500/-

   7.  Bought goods worth from Kamal, 




rs.5000/-
   8.  Bought goods worth from Samul, 




rs.20000/-
   9.  Sold goods worth to Sridhar, invoice no.4321 


rs.6000/-
 10.  Sold goods worth to Madhavi, invoice no.4322 


rs.5000/-
 11.  Sold goods for cash 






rs.5000/-

 12.  Stock returned to Kamal for 





rs.500/-

 13.  Stock returned from Madhavi Rs.50/- and from Sridhar 

rs.60/-

 14.  Sales to  Chiranjeevi 






rs.5000/-

 15.  Purchases from D.Ramanayudu 




rs.4000/-

 16.  Sales to  Nagarjuna 






rs.6000/-

 17.  Purchases from Venkatesh 





rs.9000/-

 18.  Salaries unpaid 






rs.5000/-, 
        Telephone charges & Electricity bill  unpaid   


rs.3000/- 

 19.  Prepaid insurance 






rs.90/-, 

 20.  Bad debts 







rs.500/-

 21   Deposit in bank, 






rs.3000/-

 22   Paid to D. Ramanaid,






rs.56500/-

 23   Discount  received 






rs.500/-

 24   Received from Chiranjeevi





rs.6700/-

 25   Discount allowed  to Chiranjeevi 




rs.200/-  
 26   Deposited in bank,






rs.7000/-

 27   Interest debited by Bank of Andhra 




rs.400/-
 28.  Purchased goods from  X & co for 




rs.10000/-

 29.  Goods returned to  X & co  Rs.200/-  and  paid  cash

rs.5000/-
 30.  Sold goods to Y & co






rs.30000/-

 31.  Y & co returned goods






rs.5000

 32   Y& Co  paid in full settlement  of account



rs.24000/-

 33.  Computer purchased from Srishti Life Needs


rs.20000/-

 34.  Depreciation on computers 60%

 35.  sale  of  computers  to  Vaishnavi  Computers


rs.12000/-
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II  Identify Ledger Accounts, journalize, posting into ledgers  and balancing the ledgers from the following transactions.


 RAM BROTHERS STATED BUSINESS  




RS.50000



 PURCHASES FROM RAVI





RS.7500
 CASH SALES







RS.7500
 OPENED A BANK  ACCOUNT WITH BANK OF INDIA

RS.25000
 BOUGHT GOODS FROM  SULEMAN TRADERS  


RS.4000

 PAID CASH TO SULEMAN TRADERS 




RS.4000 

 SOHAN LAL PURCHASED GOODS FOR  



RS.5000

 SOLD GOODS TO RADHEY SHYAM  




RS.8000

 BOUGHT GOODS FROM SULEMAN TRADERS 


RS.1900

 SOLD GOODS TO CHADDHA STORES 



RS.7000

 RECEIVED CHEQUE FROM CHADDHA STORES FOR 

RS. 6800 

 MUNICIPAL  TAXES PAID 





RS.215

 PURCHASED FROM SUNNY STORES  



RS.1000

 PAID CASH FOR SMALL REPAIRS




RS.40

 SALES TO SONI STORES  





RS.600

 WAGES  PAID BY CHEQUE FOR  




RS.100
 SALARIES  PAID 






RS.500/-

 ELECTRICITY BILL PAID 





RS.400/-

 WAGES PAID  







RS.500/-

 BAD DEBTS CREATED  





RS.500/-

 BAD DEBTS RECOVERED  





RS.300/-

 COMMISSION RECEIVED 





RS.200/-

 RENT PAID  BY CHEQUE





RS.1000/-

 PROPRIETOR  USED CASH FOR PERSONAL  USE 


RS.2000/-

 PROPRIETOR  USED STOCK  FOR PERSONAL USE 


RS.3000/-

 PURCHASED FURNITURE FROM RAMAKANTH ON CREDIT 
RS.2000/-

 CASH PAID TO RAMAKANTH BY CHEQUE 



RS.1500/-

 UNPAID SALARIES, WAGES  RS.500/- & RS.200/- RESPECTIVELY.
 DEPOSITED CASH  IN  BANK OF INDIA



RS.6000/-


                   DRAW  CASH FROM BANK FOR PERSONAL USE


RS.2500/-


 
 RECEIVED CASH  FROM  RAJU   AS A LOAN



RS.10000/-



 PAID  INTEREST  TO MR. RAJU




RS.1000/-



 STOCK USED FOR PERSONAL USE




RS.1500/-



 SOLD GOODS  TO  RAMAKRISHNA




RS.5000/-



 RAMARAO RETURNED GOODS




RS.1500/-



 RECEIVED CASH   FROM  RAMARAO




RS.3000/-


 AMOUNT NOT RECOVERRED FROM  RAMARAO


RS.500/-



SOLD GOODS  TO  CHANDU





RS.1500/-



DISCOUNT  ALLOWED TO  CHANDU




RS.50



STOCK RETURNED BY   CHANDU




RS.200



CHEQUE  RECEIVED  FROM  CHANDU



RS.1250/-



CASH DRAWN  FROM BANK  FOR  OFFICE  USE


RS.4000/-



INTEREST  RECEIVED FROM  KAMALARAO



RS.400/-



COMMISSION PAID  TO  KRISHNA RAO



RS.200/-



BONUS  PAID TO STAFF





RS.5500/-
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    CHAPTER –   3               
                FINAL ACCOUNTS

OBJECTIVES:


IN THIS CHAPTER, WE SHALL DISCUSS ON: 
  


► 
PREPERATION OF TRIAL BALANCE
    


► 
ERRORS  &  RECTIFICATIONS
   


► 
PREPERATION OF  TRADING ACCOUNT 

                        

► 
PREPERATION  OF  P & L  ACCOUNT   

► 
BALANCE  SHEET



► 
FINAL  ACCOUNTS
 3.1  TRIAL BALANCE

Trial Balance is a statement containing debit and credit balances of various accounts taken out from ledger books as on a particular date. A trial balance must agree as on that date.

Trial balance is prepared to ensure that there are no arithmetic errors in the books of accounts.  The trial balance must agree, as on a given date i.e. the total of debit balances must be equal to the total of credit balances. If it does not agree, that means there are certain arithmetical errors in the books of accounts.  However, mere agreement of a trial balance is not a conclusive proof of accuracy of the books of accounts.

If there are any errors as revealed by trial balance, they should be rectified and final accounts will be prepared only after rectification of errors. In case, the firm is unable to locate and rectify the errors by the date of preparation of final accounts, the difference in trial balance will be placed in account called suspense account and it will carried to the balance sheet.

For preparing trial balance, first of all, it should be understood, which are the accounts that goes under debit and credit balances.

Accounts showing debit balances:

· Debtors accounts

· Asset accounts such as plant, furniture etc.

· Expenses accounts such as rent paid

· Losses accounts such as goods destroyed in fire

· Purchase accounts

· Sales returns account

· Drawings account

The following accounts show credit Balances:

· Creditors account

· Liabilities account

· Income, profits, gains account

· Loan account,  Bank overdraft accounts

· Sales account

· Purchase returns accounts

· Provisions account,  Reserve & funds accounts
24
3. 2.  ERRORS ,  RECTIFICATIONS  & ADJUSTMENT ENTRIES

There could be some pending items which call for certain adjustments to different accounts such as salaries yet to be paid, etc. In such cases, it is necessary to carry out the adjustments at the time of preparing final accounts.

Generally, all adjustments given at the end of trial balance have to be recorded  a) once in trading account or profit loss account and (b) in balance sheet.  However there may be certain adjustment items which may appear twice only in Balance Sheet or twice in trading account and profit and loss account.

The adjustments are different types, they are:

· Accrual of expenses (outstanding or unpaid expenses)

· Prepaid or unexpired expenses (paid in advance)

· Provision for depreciation & bad debts
· Increasing or decreasing provisions for bad debts.

· Provision for discount on debtors/creditors

· Appreciation in assets  and Creating reserve out of profits

· Commission payable to manager as a percentage of profits

· Accrued incomes or income receivable

· Income received in advance or unearned income

· Interest on capital / drawings

Errors: 

Errors that cannot be revealed by the trial balance include:
· Errors of principle

· Errors of complete omission of a transaction

· Posting on a correct side to a wrong account

· Recording a transaction in a wrong subsidiary journal

· Compensating errors

Errors that can be disclosed by trial balance include:
· Errors in totaling the trial balance

· Posting in one account from the journal and omitting to post another account  
· Posting to wrong side of account

· Totaling the ledger accounts wrongly

· Carry forward a wrong amount to the next page of an account.
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3.3.  TRADING ACCOUNT  
Trading account shows the gross profit or gross loss for the given accounting period.  Gross profit or gross loss is the excess of sales revenue over the cost of goods sold.       Gross profit = Net sales – Cost of goods sold

If the cost of goods sold is more than the sales revenue, it results in gross loss.

While preparing trading account for a manufacturing concern, consider only such factory expenses that increase the cost of goods manufactured, such as fuel and power, beating and lighting, etc. in other words, gross  profit is arrived at after considering all factory expenses.
Items to be considered in trading Account are:  Opening stock, purchases less returns, wages, freight inward, fuel and power, sales less sales returns, all direct expenses spent on purchases or production or factory expenses.

The format of Trading account is:
	Dr.
	Amount 
	
	Cr.

	To Opening stock

To Purchases

     Less Purchase returns

To Wages

To carriage inwards

To Fuel and power

To Direct Expenses

To Gross profit transferred to P&L A/c.


	
	By Sales

     Less sales returns

By Closing stock
	Amount


 3. 4  PROFIT & LOSS ACCOUNT:
Profit and loss account shows net profit or net loss for the end of a given period.

From the gross profit or gross loss transferred from trading account, deduct all expenses relating to office, selling and distribution departments.  Add all non-operating income such as commission or rent received, interest received etc.

Profit and loss account considers only revenue expenditure such as those incurred in:

· Maintaining the capital asset

· Running business from time to time

· Selling and distributing the goods of the business they deals in
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The details of expenses and incomes entered in profit and loss account are furnished in the following format of profit and loss account.  

To put it this brief,  

      
Net profit = Gross Profit + other income – Expense

Here all expenses relating to office, selling and distribution are considered.

The format shows the accounting treatment also.


Profit and Loss Account for the year ending ……
    Dr.









Cr.

	To Salaries

      Add salaries unpaid

To Rent

To Insurance

      Less prepaid insurance

To Carriage outwards

To Telephones

To Depreciation

To bad debts

     Add increase in bad debts

To cost of samples

To interest on loans

To discount allowed

To net profit transferred to

     Capital account


	
	By gross profit

By discount received

By commission recd.

By profit on sale of

     Fixed assets

By appreciation.
	


3. 5  BALANCE SHEET

Balance sheet is a statement of Assets and Liabilities of a business as on a given date. It shows a true and fair view of financial position of a business as on a given date.

Balance sheet is a statement but not an account.  It does not have debit side or credit side. It has two sides:  Liabilities side and Assets side. Balance sheet portrays accounting equation wherein :    Assets = Capital + Liabilities.  

In other words under double entry system, assets must always be equal to capital and liabilities.
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The Primary objective of its preparation is to ascertain the financial position of a concern. 
A balance sheet shows three things: 
 a) 
the nature and value of assets,  
 b)
the nature and value of liabilities,  and 
 c) 
the position of capital.

A balance sheet is always prepared on a certain date, never for  a particular period.  The capital position of a concern may change from time to time  and indeed from day to day. A single entry transaction can bring about a big change.
The format of balance sheet is:
	Liabilities
	Amount        (Rs.)
	Assets
	Amount (Rs.)

	Capital

     Add: Net Profit

     Less: Drawings

Bank Overdraft

Current Liabilities:

Sundry Creditors

Bills Payable

Outstanding   expenses

Total
	
	Fixed Assets:

    Plant & Machinery

           Less: depreciation

    Furniture & Fixtures

           Less: depreciation

    Land & Buildings

           Add: Appreciation

           Less: depreciation

Current Assets:

     Sundry debtors

           Less: bad debts

           Less: provisions

     Bills receivable

     Cash at Bank

     Cash in hand

     Prepaid expenses

 Total
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 3.6  FINAL ACCOUNTS

The Process of preparing final accounts of a business firm is having several stages. 

1. Balancing of ledgers:  There may be any number of entries on the debit or credit side or both sides of the given account. Calculate the totals on each side of the account. Check up on which side the total is higher.  Put the total on the higher side of the account first.  Put the difference on the lesser side writing clearly balance carried down or balance c/d.  This is the closing balance for the end of the given period.  The same difference becomes the opening balance for the next period.

2. Trial Balance: Trial balance is a statement prepared from closing balances of ledger containing debit and credit balances of various accounts taken out from ledger books as on a particular date.  A trial balance must agree as on that date.

3. From the Trial Balance, trading account is prepared.  It shows gross profit or gross loss for the end of a given period. Gross profit or gross loss is the excess of sales revenue over the cost of goods sold.  

4. Profit and loss account shows net profit or net loss for the end of given per after Trading account.

5. Adjustments: It is quite possible that the trial balance presented to you for preparation of final accounts is not a final one.  There could be some pending items which call for certain adjustments to different accounts such as salaries yet to be paid ,etc.   Then it is necessary to carry out the adjustments at the time of preparing final accounts.

All adjustments have to be recorded twice, ie. once in trading or profit & Loss account and in balance sheet.  Some expenses may appear twice only in balance sheet or trading and profit & Loss account.   These are the some adjustments:

· Accrual of expenses  (outstanding or unpaid expenses)

· Prepaid or unexpired expenses (paid in advance)

· Provision for depreciation

· Writing off Bad debts and provision for bad and doubtful debts

· Provision for discount on Debtors / creditors

· Accrued income or income receivable

· Interest on capital & Interest on drawings.   Etc.
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Classroom  Session
I  
Journalize the transactions and prepare Ledger Accounts, balance the ledger account  and prepare  Trial Balance.
  
Srishti Provisions started business with a capital of 
Rs.60000/-

  
ABC firm joined with a capital of 



Rs.40000/-

  
Deposited into Bank of Srishti  



Rs.30000/-

  
Bought goods worth from Kamal. 


Rs.48000/-
  
Bought furniture from Classical Furniture Works 
Rs.2000/-

  
Sold goods for cash  for Rs.60000/-  and  Cash sales 
Rs.75000/-
  
Paid Rent Rs.4000, advertising 



Rs.3000/-

  
Sold goods worth to Venkatesh



Rs.50000/-
           Venkatesh paid in full settlement 



Rs.48600/-
  
Bought goods from Devika & Sons 


Rs.14,000/-

  
Sold goods to Mahendra Singh 



Rs.2000/-

 
Paid to Kamal on account. 




Rs.40000/-
 
Returned goods to Devika & Sons 


Rs.1000/-

 
Sold goods to Rao & Brothers 



Rs.14000/-

 
Sold goods to Bombay Shoppe 



Rs.15000/-

 
Bombay Shoppe pays us in full settlement.

Rs.14000/-
 
Paid Salaries 
Rs.5000/-, Unpaid salaries 


Rs.3000/- 

Wages rs.400/- and  Telephone bill 


Rs.300/-

 
Paid Devika & Sons account in full settlement. 

Rs.12500/-

Withdrew cash for personal use



Rs.500/-
A credit purchase of Furniture from Y is not recorded. Rs.10,000/-
Stock destroyed by fire, but not recovered. 

 Rs.6000/-
Rent payable Rs.3000/-  and   Wages prepaid 

 Rs.500/-

Depreciation on Furniture    



 @ 10%

Appreciation on Buildings




 @ 5%
Bad debts written off 




 Rs.500/-  
Reserve for doubtful debts for 



 Rs.1000/-   
Interest on Capital  





 @ 5%  
Interest on  drawings 




 @ 5% 

Machinery purchased and posted into purchase a/c. 
 Rs.10,000/-
Purchased goods was not recorded in purchases. 
 Rs.20,000/-
Sale of old furniture  to XY, is recorded in sales book. 
 Rs.1000/-
Paid to Kamal  by cheque  




 Rs.20000/-

Stock returned to  Kamal  




 Rs. 480/-

Discount  received from  Kamal 



 Rs. 400/-

Balance  paid  in full settlement  to  Kamal 
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II   Prepare final accounts from the transactions:

Cash sales
Rs.7500,  bought goods from  Suleman traders  rs.4000,  paid cash to Suleman traders rs.4000 , Sohan lal purchased goods for  rs.5000, sold goods to Radhey shyam  rs.8000,  bought goods from Suleman traders rs.1900,  sold goods to Chaddha stores rs.7000,  received cheque from Chaddha stores for rs. 680o ,  municipality collected  taxes worth rs.215,  purchased from sunny stores 1000,  paid cash for small repairs rs.40,  sales to Soni stores  rs.600,  by cheque for  wages  rs.100,  deposited  into bank  rs.700,  cash sales 1200,  received cheque from Soni stores rs.400,  sold goods to Ravindra  rs.500,  purchased from Jain traders rs.9500,  sold goods to Rohini mart rs.400,  depreciation on buildings rs.200/-,  unpaid salaries rs.500/-,  received from  Ravindra  rs.450,   bank withdrawings rs.500,  deposited in bank rs.500/-   advertisement expenses  rs.  500/-,  cost of newspapers  rs.90/-

III  Make a trial balance, Trading and P & L Account and Balance Sheet  from the Ledger accounts balances:
Cash Account
10,600


Capital account
15,000/-

Interest recd.     
     700


Discount recd.               100/-

Sales account

11,000


Sundry Debtors
  3,400/-

Purchase returns.     
     200


Bank Account             9,000/-

Rent account
 
  1,000


Salaries account            400/-

Purchase account       8,000/-

Sales returns.
   
     100


Buildings

40,000/-

Open. Stock

  2,000


Office Expenses        10,000/-

Furniture

15,000


Sundry Creditors      38,000/-

Loan-15%

35,000


Drawing account           500/-
Outstanding wages  Rs.300,  Rent (O) Rs.50/-

Interest on capital @ 5%

Depreciation on Furniture @15%

Appreciation on Buildings @10%

Bad debts Rs.500/-

Stationery included in General Expenses Rs.150/-

Machinery purchased for Rs.10,000/- and posted into purchase a/c.

Purchased goods Rs.20,000/-for cash was not recorded in purchases.
Interest on capital  @ 5%
            Sale of old furniture  Rs.1000/- was recorded in purchase book.
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HANDS ON SESSIONS:

1.
Fill in the blanks

1.  
Gross Profit =  Sales ……………………...……………………..………………

2.  
Net  Profit =  Gross Profit ……………...………………………………………..
3. 
Assets =  Capital +     ……………...………………………………….………….
4. 
Balance Sheet  is a  Statement or  Account ? ………………………….……….
5. 
Accrued Income  is shown in ……...………………………………….………..
6.  
Capital account  is personal account or  real account?  …………...…..…….
7.  
Profit and loss account shows …………………………………………..profit.

8.  
Closing stock is shown in  ….…..……. account  and  also in  …….…..……..
9.  
Drawing Account is debited from  …………………….....…………..……….
          10.  
Interest on Capital is credited to……………………....…………..………...…
2.
One word questions:

1.   
Write notes on  Suspense account. ?


2.   
What is the purpose of  preparing Final accounts ?


3.  
List out what kind of errors occur in Trial Balance ?


4.   
What is Trial balance?

5.   
How many methods are there while preparing Trial Balance ?


6.   
Explain the importance of  adjustment entries  in final accounts?


7.   
Define ‘Balance Sheet’


8.  
List out some  Assets & Liabilities?


9.  
Define  Depreciation and Appreciation?

          10. 
What are the ledger accounts shown in P & L  account?

          11.
Write short notes on:  Unearned income,  discount on creditors, interest on drawings,  unexpired insurance  and  appreciation of assets.


.

     AFTER  STUDYING THIS CHAPTER,  THE STUDENT SHOULD BE  ABLE TO KNOW :  




►   
THE  PREPERATION OF  TRIAL BALANCE
►    
HOW TO RECTIFY THE ERRORS IN TRIAL BALANCE
►    
TO RECORD THE CLOSING ENTRIES
►    
HOW TO PREPARE THE   TRADING AND  P & L ACCOUNT
►    
THE ENTRIES IN BALANCE SHEET

►    
OVAERALL PREPARATION OF   FINAL ACCOUNTS
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Lab practice:
I. 
Prepare :    
1) Trading account   and 
2) P & L Account 
From the following Srishti Home Needs, Kakinada  for the year ending  
31-3-2005.

Dr.










Cr.

	Opening Stock

Purchases

Drawings

Wages

Carriage on purchase

Carriage on sales

Rent (factory)

Rent (office)

Sales returns

General expenses

Discount

Furniture

Buildings

Goodwill

Sundry Debtors


	3,600

14,200

4,060

     3,620

500

400

400

600

700

900

360

 4,320

30,000

20,000

10,000


	Sales

Purchase returns

Interest received

Rent received

Sundry creditors

Capital

Bank overdraft – 12%

	12,000

900

200       560

20,000

30,000

     30,000


	TOTAL
	93,660
	TOTAL
	93,660


Adjustments:




 1.  Closing stock  :   Rs.6000/-




 2.  Depreciation  on Furniture  @15% .

 3.  Appreciation on  Building 5%




 4.   Interest on capital at @ 5%.  and interest on bank loan @ 12%
 5.   Interest on drawings 5%




 6.   Outstanding  wages  Rs.300




 7.   Insurance charges included in  General expenses Rs. 200/-




 8 .  Prepaid insurance  Rs. 40/-




 9.   Interest accrued  but not received  Rs.200/-

    
 
10.  Bad Debts Rs.500/- 
    

11.  Bad Debts reserve @ 5%

   
    

12.  Discount on Sundry Creditors @ 5%

          

13.  Stock loss on fire Rs.5000/- 
    

14.  Insurance Company agreed to pay 25%.

    

15.  Discount on Sundry  debtors @ 5%
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II.  
From the following Trial balance and adjustments of Srishti Provisions,Pratapnagar, Kakinada.
HEAD OF ACCOUNT




   DR


  CR

OPEING STOCK 




25100

BUILDINGS





17000

FURNITURE





  3225
PURCHASES





21200

RAW MATERIALS



            118870

SALARIES





  2200

RENT






  1500

MISC. EXPENSES




    500

POSTAGE





    280

STATIONERY





    260

WAGES





  5200

FREIGHT





    560

CARRIAGE ON SALES




  1200

REPAIRS





    900

SUNDRY  DEBTORS




38000

BAD DEBTS





    120

CASH IN HAND




  1335

RETURNS INWARDS




  1020

BANK OF ANDHRA




  1545

PLANT AND MACHINERY



17500

TRADE EXPENSES




  1075

DISCOUNT




                1100

OFFICE PREMISES




34500

CAPITAL








12000

BANK LOAN








  3000

SUNDRY CREDITORS







  4900

NON TRADE CREDITORS






10650

RETURNS OUTWARDS





                  420

INTEREST








    150

DIVIDENDS








    110

SALES








            175960

BILLS PAYABLES







  7000

LOAN FROM KRISHNARAO






80000

ADJUSTMENTS

a. PROVISION OF 5% DOUBTFUL DEBTS

b. INSURANCE OF RS.120/- INCLUDED IN MISC. EXPENSES

c. INSURANCE PREMIUM  PAID UPTO MARCH 1973

d. DEPRECIATION ON BUILDINGS  @ 10%, PLANT AND MACH.10%

e. DEPRECIATION OF OFFICE PREMISES @2%

f. SALARIES OF RS.200/- AND RENT RS.85 WERE NOT PAID

g. TRADE EXPENSES UNPAID RS.150

h. BAD DEBTS  WRITTEN OFF  RS.400

i. CLOSING STOCK RS.2900/-, AND  RAW MATERIALS  RS.12450/-
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    CHAPTER –   4               INTRODUCTION  TO  TALLY

OBJECTIVES:


IN THIS CHAPTER, WE SHALL DISCUSS ON: 
  


► 
INTRODUCTION TO  TALLY
    


► 
FEATURES IN TALLY
   


► 
COMPANY CREATION 

                        

► 
GROUP COMPANY CREATION



► 
FEATURES IN BUTTON PANEL




► 
FEATURES IN  COMPANY INFO.   
 4.1       INTRODUCTION  TO TALLY

Financial Accounting Software is used to store and maintain daily business transactions like purchases, sales, receipts, payments, deposits and withdraws etc. Popular Financial accounting software packages are Tally, Ex-Gen, Focus, WinCA, DecEasy, Wings2000,Buzy etc.

Tally is a Financial Accounting Package.  There are number of Versions like, Tally 4.5, Tally 5.0, Tally 5.4 and Tally 6.3. Now New Version Tally 7.2  was introduced on 1-4-2005 with VAT based accounts. Present software Tally 7.2 is used to generate VAT and other Tax based accounts, Inventory accounts, financial accounts etc.
4.2      FEATURES IN  TALLY:  Before entering into Tally, we have to know about Tally and their features.  These are the main features of Tally 7.2.

1.  Company creation:  First of all we have to create one company. For this we have to fill up information like Firm name, firm address, financial year, method of accounts, Sales Tax, Income Tax and VAT Tax information.  We can create number of companies. We can delete the company, temporarily shut the company, select the shut company, alter the features of the company and  we can create Group Company.

2. Ledgers creation:  As per requirement of the company and as per financial transactions of the company, we can create Ledger.  For every Ledger we must select one Group which are provided by Tally Software.  As per our requirement we can create number of ledgers, we can alter the features and we can delete if necessary.

3. Group creation:  The software provided some groups.  If require any more groups, we can create groups according to our  requirement.  

4. Inventory -stock records. There is a provision of maintain stock records. In Inventory there is a classification of stocks as groups and category. We can create actual items and their Measurement.  We can create godowns, godowns transfers etc. where the stock items are stored.

6. Voucher entry:  There are 6 important vouchers in Tally. According to nature of transaction, we select the required voucher and record the transaction by using necessary ledgers which are already created.  After voucher entry all final financial reports are recorded and generated automatically as arranged in Software. We can take print out the reports like  P & L account, Balance sheet, Ledger accounts, cash book  etc. as and when required.
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7.   Activation Form
The first time you run Tally after installation, the Activation Form dialog window will be displayed in both Single User and Multi User licensing systems
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Enter your Serial, Key and E-mail Id (If you are connected to Internet). 
Else, press Esc or Ctrl+Q to quit this form.

8.   Company Information

The very first time you start Tally, you would require to 'create' a company. 'Create Company' simply means giving basic information about the company whose books of accounts Tally is to maintain for you. Tally is smart, but it does need an introduction to your company. The initial screen would appear like this:
          
[image: image3.png]
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The Gateway of Tally screen is separated into four sections, – Title Area, Main Area (Ctrl + M), Calculator Area (Ctrl + N) and the Button Bar.

The screen elements of the Gateway of Tally screen is explained below:

Top Area contains Version number, Release details (every time a new release of Tally is made, it is identified with a different release name like Release 3.14)  and Current Date  (the date configured in the computer). The name of the day, date, month and year is displayed in DD, MM, YYYY format on the left-hand side.
Tally logo is displayed at the centre of the Top Area.

The Product type (Tally Gold, Tally Silver, Tally Bronze or Educational) and Tally Serial Number appears on the upper-right corner. The software serial number is usually a unique number (taken directly from the Tally Lock connected to the USB / Parallel port of the system). System time (the time configured in the computer) appears on the upper-right corner in Hour: Seconds: Minutes (HH/MM/SS) format.

9.   Main Area (Gateway of Tally) :Main Area is separated into two areas:
1. Left-hand side area

2. Right-hand side area

The left-hand side area in Main Area provides information of Current Period, Current Date and List of Selected Companies (Name of the company and the date of last entry details).

The right-hand side area in the Main Area screen displays the Company Information menu (to select your instructions to Tally) >  Select a Company, Create a Company, Backup a Company or Restore a Company.

10 . Hot Keys

Hot keys are the text that are capitalized and are red in colour on all the menu screens. Typing any of the Hot Keys in the Company Info Screen will either take you to that particular screen or it may display the sub - menu’s within that Option.

11.  Calculator Area

Press [Ctrl + N] to activate the calculator functionality. Calculator Area is used for calculator functions. Any type of Independent calculation can be done using calculator to get quick answers.
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12.  Button Bar

The buttons are designed to make the work easier and faster. These buttons vary from one screen to another based on the screen functionality. The buttons appear on the right hand side of the Tally screen. Only buttons relevant to the current screen will be active and the inactive buttons are grayed. These buttons are enabled with the short cut keys (like F1, F2 and so on). You can either click on these buttons or you can press the shortcut keys to access.)

On this screen, Tally displays the following buttons (keys):

Help (Alt + H) – to access Tally's online context-sensitive help (This feature is not available for Tally on RHEL) ,  Web Browser (Alt + W) – to access the Web Browser directly from Tally!  

F1: Select Cmp – to access data from other data directories either on the local system or through the network.  

F12: Configure – to access the configuration settings to manage the information put into Tally. Here, access the General Configuration to set country specific defaults. Use it before creating a company.

Note : 

*  Use the buttons on the right-hand side of the screen to explore the Potential of Tally. 
*  Press [Enter] wherever the cursor is placed in Gateway of Tally Menu’s and sub menu’s to know the Depth of Tally.

Buttons with a character or function key underlined means  you have to press underlined character or the function key along with SHIFT key.

Buttons with a character or function key double underlined means  you have to press character or the function key along with CTRL key.  

· F1: Press the shortcut function key to select a company

· F1: Press SHIFT+F1 to shut a company

· F8: Press CTRL+F8 to select the Credit Note voucher

· Ctrl+M: Press Ctrl + M to access the Gateway of Tally.

· Ctrl+N: Press Ctrl + N to access the Calculator/ODBC Server frame.
39
4.3  CREATE  A  COMPANY
Gateway of Tally > Company Info. > Create
Give the name of the company whose books are being opened. The name given here will typically be the name of your company. If you are a professional accountant and are maintaining the books of your clients, give the Client Company's name (Of course, you would maintain your firm's books on Tally too! In that case, give your firm's name).
The first thing Click on F3: Company Info  button on the Button Panel to have the Company info.   Now select  Create  Company option from Company Info  either by pressing ‘C’. As you type the name of the company, Tally compresses it so that all the characters can be viewed on the screen.

Press Enter  key  to go to the next field after each field entry.  For editing in the above screen use Backspace  or  up/down arrow keys.

Tally does NOT scroll to the right - making the first few characters invisible. The information given, can be viewed all at once!
Tally compresses the information on screen – however, at the time of printing – the given information is printed as required. 
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The Mailing Name field displays the Company Name automatically. However, you may change it if required, as the mailing name can be different from the Company Name. The mailing name and address details are picked up for inclusion in any report which needs the company name and address at the top, e.g., Balance Sheets, Statement of Accounts, etc

The mailing name and address would be available for financial statements and statements of accounts that may need to be given outside the company.

Tally does NOT restrict the number of lines for the address details. Any number of lines containing the address details can be given and Tally accommodates all the given information and vertically compresses the same. For example, a company's address details are given on separate lines

Income Tax Number

The Income Tax Number is the number allotted by the Income Tax Authorities. In India – this could be the Permanent Account Number - which comprises of 10 digits and may be alphanumerical. The information given here will appear in Account Confirmation Statements. However, it is NOT compulsory to provide this information – this field can be left blank.
Local Sales Tax Number

In India, the States as well as the Centre (Central Government) charge tax on transfer of merchandise. The State usually taxes transfers within the State (Local Sales Tax), while the Central Government will charge tax on transfers from one State to another (Central Sales Tax).
You may be required to register your company with both local and federal (or central) governments. Registration is acknowledged by way of numbers, which often need mentioning in different documents, especially invoices.

The Local Sales Tax Number refers to the registration number allotted by Local (State) Sales Tax Authorities. The details given here comprises of a number and date of registration (in India). This information, if given, can be printed on invoices
Inter-State Sales Tax Number

In India, the States as well as the Centre (Central Government) charge tax on transfer of merchandise. The State usually taxes transfers within the State (Local Sales Tax), while the Central Government will charge tax on transfers from one State to another (Central Sales Tax).
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You may be required to register your company with both local and federal (or central) governments. Registration is acknowledged by way of numbers, which often need mentioning in different documents, especially invoices.

The Inter-State Sales Tax Number refers to the registration number allotted by Central Sales Tax Authorities. The details given here comprises of a number and date of registration (in India). This information, if given, can be printed on invoices.

Currency Symbol

Currency symbol is the symbol of the base currency, that is, the books of account will be maintained in this currency. Tally uses this symbol in reports, where necessary The symbol Rs. - appears by default. You are NOT allowed to change the same. Incase you require multiple currencies, you can procure the module on payment. For information of different modules - please refer the section Functions and Features.
Maintain

Tally displays a pop-up list called Type of Company – this is how your books of accounts will be Accounts only.  Select this only if you do not have any inventory transactions (suitable for professionals and corporate offices). Tally would not permit intrusion of Inventory related information that are not required.
However, at a later date (if required) you can alter the information as Maintain Accounts-with-Inventory – Tally accordingly now provides all the inventory-related information.  This obviously allows you to maintain both financial accounts and inventory. You may choose not to use one or the other until the need arises.

Financial Year From

In most countries, the books of accounts of a company are maintained for a stipulated period like, 12 months, 15 months, etc. This stipulated period is referred to as the Financial Year. Therefore - specify the required Financial Year date - for the company being created. The stipulated period of the financial year is 12 months in most countries. Hence, Tally automatically considers 12 months from the date you give here as the Financial Year.
For example, if 1st April 2001 is given as the date, the Financial Year will be April to March in this case, ending with 31st March 2002. Give 1st October 2001 as the Financial Year From and the Financial Year will be from October to September in this case, ending with 30th of September every year
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Tally allows you to maintain data for multiple years by changing the period (Alt+F2) at the Gateway of Tally. In addition, you can also specify the date of actual establishment of the company (date of incorporation). This is possible in Books beginning from.

Books Beginning From

Tally presumes that you wish to maintain books from the beginning of the financial year – hence, Tally displays the date given in Financial Year From automatically. However, you can change the date if required

The date for Books beginning from can be changed – in case of companies, which are started in the middle of the year (not many people wait for the 1st day of the Financial Year (FY) to start companies!). If your company is a new company, you would like to start the books of accounts from the date of actual establishment of the company (date of incorporation) but close books according to the Financial Year specified by you.

Tally Vault Password

Tally Vault is an enhanced security system, which allows for encryption of the company data. Encryption means converting normally accessible Tally information into unrecognizable information, which can only be reconverted by authorized persons.
Give a password here and repeat the same. This basically results in the creation of an encrypted company whose information is not accessible to users other than the password holder.

Set it to Yes, if you want to initiate a password-protected system to control access to Tally data. Otherwise set it to No.

Use Security Control

If you opt for security control, Tally offers a comprehensive password based access control to different parts of the system based on authority lists created by the Administrator. (The section on Security Control under Administer Tally contains details on authority lists)

Give the name of the administrator (presumably yourself) and your password. You repeat the password by way of verification. The password is not displayed to protect it.

Use Tally Audit Features

Tally Audit allows the administrator or an auditor profile user to track changes in accounting information. If you wish to use this facility, select yes. Tally Audit will be available only to the administrator/auditor, through Display of Statements of Accounts. It will be discussed in fuller detail under the Security Control section in Administer Tally.
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 4.4. GROUP COMPANY
Accounts of different companies belonging to the same management or owners are normally required to be consolidated to present the financial position of the group of companies as a whole. In many developed countries, it is mandatory to consolidate group company accounts. Shareholders would first like to know the performance of the group as a whole and then only the performance of individual constituent companies.

The concept is simple yet so powerful that you can consolidate the accounts of any number of companies at any time, as well as keep them separate. You may virtually play around with bringing companies into the group and separating them at will.

You may even have a group company that includes other group companies. For example, assume that yours is a Multi-national organization (or a 'group') headquartered at Hyderabad having subsidiary companies in many places. The group has different lines of business. Let's say the businesses are Provisions, Computer Training, Marriage Hall, Medicals, Hospital, and Software Development etc. You would prefer to present your group accounts in grouped according to businesses which in turn is they grouped accounts of the different companies around the world. With Tally, it's easy! 

Create a Group Company

A group company can be created only for companies that have already been loaded. Hence, you must first load the companies whose accounts are to be grouped. The companies can be loaded automatically if specified in the TALLY.INI file (refer the Installation Manual for details). 
Alternatively and what you would normally do, select the companies using F1:Select Comp Button.

Once the constituent companies are loaded, you can create your group company. Press <ALT>+F3 or click the button [F3: Create Company, Select Create Group Company
Enter the name (which is mandatory), address and tax details. 

The members of the group have to be selected from the popup list.

Say, you have selected the two as given. Select end of list to finish selection.

You can now display and print group accounts through the 'Srishti Computers' company. 
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· You are not permitted to go to the voucher level in the group company and hence are not allowed to create or alter vouchers.

· Group Company is marked with an asterisk.
You can select or deselect members through the Alter Mode. However, any change will come to effect only on shutting the group company and then reloading it. Obviously, the group company must contain at least two members. 

· Hence, it is possible to combine accounts of different companies at will. 

· Create as many group companies as you need. 

· A constituent company can be a member of more than one group. 

· A group company can also be a constituent of another group company. 

The option Create Group Company is not active when only one company is currently loaded. For this option to be used, more than one company should have been loaded.

The screen of  “Company Group Creation”   
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 4.5  BUTTON  PANEL:

 Button Bar

The buttons are designed to make the work easier and faster. These buttons vary from one screen to another based on the screen functionality. The buttons appear on the right hand side of the Tally screen. Only buttons relevant to the current screen will be active and the inactive buttons are grayed. These buttons are enabled with the short cut keys (like F1, F2 and so on). You can either click on these buttons or you can press the shortcut keys to access.)
The underlined and non-underlined buttons work differently.  You will have to press Alt  key  and the corresponding Function key.  You can even invoke a button just by placing the mouse pointer on it and clicking the left mouse button.

On this screen, Tally displays the following buttons (keys):
Help (Alt + H) – This is a very important button on the button panel  which provides   the facility to access Tally's online context-sensitive help.
Web Browser:  This is to access the World Wide Web from Tally.  This button toggles between  Web Browser and End Browser.  Click on End Browser button to end the session.  You must have a valid  Internet Access Account and a browser installed in our computer.  By default it goes to the site www.tallysolutions.com.




Upload: This button is to publish any report or statement or data on the Internet. Publishing is carried out by uploading the report to an Internet Server that has been configured to accept files. 

E-Mail:  Click on this button to send Tally report, Invoices to your customers,  on-line Purchase orders,  Reminder  Letters  etc.  for which you may have an  Internet Connection.

Export:  It is mainly for summaries and statement reports like Trial balance, Stock Summary etc.  you may export date from a spreadsheet, and reorganize it for statutory presentation.



Function Key Commands:




F1    : Select Company

Alt+F1 :  Shut  Company



F2    : Change of date

Alt+F2 :  Change the financial period



F3    : Company Info


F11  : Features



F12  : Configuration.

46


F 11  Company  Features:  The Screen of Company Features is:
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                   F 12 Configuration  is  used  to  configure the Company Features:
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 4.6  FEATURES IN  COMPANY  INFO:
Selecting  a Company:
A Company can be selected only if it exists.  It can be selected  for loading a company  press  Alt+F3 keys to invoke  Company Info. Menu.  Select the option Select Company in this menu  by pressing  S.

Highlight the company to be selected with the help of arrow keys (up  and down arrow keys) from the displayed  List of companies and press  Enter.

Shutting  a  Company:

Shutting a company means unloading it.  You can shut a company by pressing Alt+F1 from  Company info or by pressing  H  or  double click on  the option  Shut Company .   Highlight the Company you wish to shut down from the  List of Companies and press  Enter.  
Altering  Company Features:

Press  Alt+F3 to come over Company Info.  Press A key  to select the  Alter option from the Company info  and  select the Company you wish to alter from list and  press  Enter.  You have  Company Alteration screen  to make the required changes  and accept it  by pressing  Ctrl+A.

A Company can also be  deleted in  this  Alter Mode by pressing  Alt + D keys.

Change TallyVault:  This is to change the  Tally  Password given during the  Company creation.

Security  Control::  Tally has  different  levels  of  Security  Controls and you can set up different authority levels and users with different rights.

Back up: In this option  you can store the data related a Company on a Floppy or CD or in the hard disk.

Restore: By selecting this option  you can restore the data of a Company from a Floppy or CD  or from hard  disk.
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Class room session:
 I.  
CREATE THE COMPANY FROM THE FOLLOWING DATA.
CREATE COMPANY  
   
 :  SRI  SRISHTI AGENCIES

ADDRESS

  
 :  PRATAPNAGAR, KAKINADA. A.P.  PIN 533004


EMAIL


 :  SRISHTI@SRISHTIFAMILY.COM


               CST NO.234567,   



    VAT TIN NO. 23456789101

  
FINANCIAL YEAR
         
    1-4-2005,

BOOKS BEGINE FROM  
    1-4-2005


MAINTAIN


 :  ACCOUNTS ONLY

SECURITY


 :  SRISHTI  --    SRISHTI

CREATE  COMPANIES
 :  SRI  SRISHTI  SOFTWARES


                     SRI  SRISHTI COMPUTER CENTER



    
    SRI  SRISHTI FAMILY NEEDS

 II  
CREATE  THREE  COMPANIES  WITH  THE SAME  DATA  AS MENTIONED IN  SRI SRISHTI AGENCIES


GO  TO  MULTIPLE GROUP COMPANY  ---


SELECT  CREATE  MULTIPLE GROUP  COMPANY


CLICK  MULTIPLE GROUP COMPANY OPTION


CREATE  COMPANY

:  SRI  SRUJANA GROUP OF COMPANIES



   
   HYDERABAD.


PLEASE  INCLUDE  THE COMPANIES AS A MEMBERS:

  
SRI  SRISHTI  SOFTWARES, 
 
SRI  SRISHTI COMPUTER CENTER

  
SRI  SRISHTI FAMILY NEEDS,    SRI SISHTI AGENCIES.


CREATE   COMPANIES
 :    RAMA & CO.,   KRISHNA & CO.,   SITA & CO .,  
                                                              BHIMA & CO ,    USE   (ALT+F3)  KEYS


SHUT  THE COMPANIES
 :    RAMA & CO.,   KRISHNA & CO.,   SITA & CO,    

                       BHIMA & CO,     USE   (ALT+F1)  KEYS

            SELECT THE COMPANIES     :   RAMA & CO.,    KRISHNA & CO.,  SITA & CO.,    
                                                              BHIMA & CO,      USE   (F1) KEY

            ALTER THE COMPANIES       :    SELECT THE COMPANY  :  RAMAKRISHNA & CO

            CHANGE AS  


      SRI RAMAKRISHNA COMPANY PVT. LTD


ACCOUNTING PERIOD
  :  1-4-2005  TO  31-3-2005


BOOKS BEGIN FROM             :   1-4-2005


ACCOUNTS METHOD             :   ACCOUNTS-CUM-INVENTORY
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HANDS ON SESSIONS:

1.
Fill in the blanks

1.  
F1 Function key  refers to : ……………..………...……………………………

2.  
F2 Function key refers to: ……………………...…............................................
3. 
Command for Change the Financial Year ……………………...……………
4. 
Command  for  Shut the Company……………………...….............................
5. 
F3 Key  is  used for……………………...…........................................................
6.  
F11 is refers to ……………………...…...............................................................
7.  
Command for Change of Configuration ……………………...…...................
8.  
Symbol for Indian Currency………………………………….……………...…
9.  
There are   ……………………………...…dismal places in Indian Currency.
          10.  
Ctrl+n  is  used for  ……………………........................……………………...…
2.
One word questions:


1.   
Write notes on  Financial period and books beginning  from. ?


2.   
What  are the uses  of  Features (F11) in Tally ?


3.  
List out the items under Configuration (F12) in Tally ?


4.   
How to create a Company?


5.   
What is the difference between Accounts only and Accounts with   
                         Inventory  options?

6.   
What are the options in Company  Info?


7.   
List out some  options in  Button Panel?

8.  
What are  Backup and Restore  options?


9.  
Define  VAT?

          10. 
What are  the full forms of  TIN, PIN  &  PAN ?

          11.
What are the main features of  Tally 7.2  and  8.1 ?.


.

     AFTER  STUDYING THIS CHAPTER,  THE STUDENT SHOULD BE  ABLE TO KNOW :  



► 
THE FEATURES OF TALLY 
►  
HOW TO CREATE A COMPANY, GROUP COMPANY
►  
HOW TO  SELECT, SHUT, SPLIT & DELETE A COMPANY
►  
REGARDING SECURITY CONTROLS
►  
THE OPTIONS IN COMPANY  INFO
►  
THE COMMANDS UNDER  THE COLUMNS  -  FEATURES (F11) AND   CONFIGURATIONS (F12)
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 LAB   PRACTICE

  I.  
Create a company from the following data.
COMPANY NAME 
   
 :  SRI  SRISHTI LIFE NEEDS PRIVATE LIMITED

ADDRESS

  
 :  LALITA NAGAR COLONY,





    L.B. NAGAR,   HYDERABAD

STATE



 :  ANDHRA PRADESH

PIN CODE NO


 :  500006


EMAIL


 :  sristi@srishtilife.com


               CST NO.324567,   




    VAT TIN NO. 12345678910




    PAN NO.  ABCD9912
  
FINANCIAL YEAR
         
    1-4-2006,


BOOKS BEGINE FROM  
    1-4-2006


MAINTAIN


 :  ACCOUNTS with INVENTORY


SECURITY


 :  SRISHTI  --    SRISHTI


CURRENCY


 :  RS.

 II  
Create  these  companies  with  the same  data  as mentioned in  Sri Srishti Life Needs  Private Limited.

GO  TO  MULTIPLE GROUP COMPANY  ---


SELECT  CREATE  MULTIPLE GROUP  COMPANY


CLICK  MULTIPLE GROUP COMPANY OPTION


CREATE  COMPANY

:  SRI  SRUJANA GROUP OF COMPANIES





   L.B. NAGAR



   
   HYDERABAD.




   ANDHRA PRADESH – 500006.

PLEASE  CREATE THE FOLLOWING  COMPANIES AND  INCLUDE AS A MEMBERS IN SRIJANA GROUP  OF  COMPANIES
  
SRI  SRISHTI  SOFTWARES,   AXAYA  SOFTWARES,  HARITAS PRIVATE LIMITED
 
SRI  SRISHTI COMPUTER CENTER,  SRISHTI  KNOWLEDGE SERVICES,
  
SRI  SRISHTI FAMILY NEEDS,    SRI SISHTI AGENCIES.

 III.
Create, shut, select, alter, split  and delete these companies:

CREATE   COMPANIES
 :    RAO   & CO.,   KRISHI & CO.,   SITARA & CO .,  

                                                              BHIMARAO & CO ,    USE   (ALT+F3)  KEYS


SHUT  THE COMPANIES
 :    RAO  & CO.,   KRISHI & CO.,   SITARA & CO,    


                       BHIMARAO & CO,     USE   (ALT+F1)  KEYS

            SELECT THE COMPANIES     :   RAO & CO.,    SRISHTI SOFTWARES.,    

                                                              SRISHTI  COMPUTER NEEDS,      USE   (F1) KEY

            ALTER THE COMPANIES       :    SELECT THE COMPANY  :  RAO & CO

            ALTER    AS  


      SRI SASTRY & RAO BROTHERS

ACCOUNTING PERIOD
  :  1-4-2005  TO  31-3-2005


BOOKS BEGIN FROM             :   1-4-2005


ACCOUNTS METHOD             :   ACCOUNTS-CUM-INVENTORY
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    CHAPTER –   5                          LEDGERS AND GROUPS

OBJECTIVES:


IN THIS CHAPTER, WE SHALL DISCUSS ON: 
  


► 
MASTERS  MENU
    


►  
GROUP CREATION
   


►  
CLASSIFICATION OF  GROUPS




►  
LEDGER CREATION

                        .   
 5.1  MASTER MENU

For Creating Groups and  Ledgers  you have to go:


Gate  of  Tally – Masters Menu.
Main Functions in Masters Menu

Accounts Information contains the masters as listed in the Accounts Info menu . Each master has to have the following functions, besides others and are consistent in all Masters menus  Create throughout Tally.

                                                                  
[image: image8.png]Create
Display
Alter




This enables creation of new masters. Once a master has been created, any modification to it must be done through the Alter mode.

Display : Use this mode to view Master information. Changes are not permitted.
Alter : Use this mode to view and change master information. You cannot create a new master. We shall begin discussion on Accounts Information with how to build Groups and then follow with other accounts masters.
 5.2  GROUPS :
How to Create Groups?
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Creating a group: If you are creating groups for the first time, it is advisable to configure them before you proceed.  You may configure your groups to enable/disable advanced mode. 
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[F12]—>Acct/Inv info—>Accounts masters
These are the default settings.

(The Masters Configuration screen allows settings for all types of masters, and not just those that are relevant to the current operations. Here, only the two mentioned options are of relevance to accounts masters. Additionally, the ALIAS setting in Master Configuration also affects accounts masters)

Single Group
Gateway of Tally—>Name of Group.   Enter the name of the desired group or sub-group. (e.g., Administrative expenses).
Alias
Give an alias to allow access the group using the Alias in addition to its name; or leave it blank. (e.g., for Administrative expenses, you can give 'Office Expenses' or even an alphanumeric code, say 'E001', as an alias) 

Under
Specify under which existing (Parent) group the sub-classification is needed. You may create a new Parent Group by using <Alt>+<C>. The use of <Alt>+<C> is explained in the Annexure "Key operations".     

Accounts Info—>Groups—>Single Create.
You may create, alter, or display a single Group or multiple Groups. Single group option is useful when you wish to work on one group at a time. Multiple is a time and labour saving option in a list format and is useful when working on many sub-groups at a time. Once a sub-group is created, it behaves exactly like a group. Any reference to group would deem to include a sub-group.

Under

If it is a new primary group, select Primary (requirement of a new primary group would be extremely rare but the option exists). Creation of new Primary Group is not allowed if Advanced entries are not permitted (set to No).

If a new Primary Group is created, you must specify whether it is an asset, liability, income or expenditure by selecting the appropriate option. If you specify an income or expenditure you may also determine whether it affects gross profits by suitably answering the question

Does it affect Gross Profits? Yes / No.
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(This concept can be used in cases where you would like to segregate your profits into Operative Profit and Net Profit where you may want to consider other revenue accounts in addition to Direct instead of Gross and Net Profit). Normally, Tally calculates GP using Opening Stock, Purchase Accounts, Direct Expenses, Sales Accounts, Direct Incomes and Closing Stock only. To make other accounts contribute to this, and yet not classified under these reserved heads, you would set the answer to Yes.

Group behaves like sub-ledger?

To display Sundry Debtors without Ledger break-up in statements. Normally Sundry Debtors would have a large number of ledger accounts under it and it can be exploded during display to show ledger balances. To avoid this detailed display, choose Yes.

Used for Calculation (e.g. taxes, discounts)?

Yes if ledgers under this group would have percentages for discounts/taxes to be used for invoice entry. Remember that only voucher entry in 'invoice' mode uses the automatic calculation capability (for example, it would be fruitless to specify a group 'Depreciation of Assets', and created ledgers such as 'Depreciation 10%', 'Depreciation 25%' in the hope of getting them used for automatic calculation purposes).

 5.3   CLASSIFICATION OF  GROUPS: 
 1.  Capital Account: This holds the Capital and Reserves of the company. Examples of ledgers that may be opened under this group are Share Capital, Partners' Capital A/c, Proprietor's Capital Account. 
 2. Reserves and Surplus [Retained Earnings: Open ledgers like Capital Reserve, General Reserve, Reserve for Depreciation, etc.
 3.  Current Assets: Directly under Current Assets, you may find place for assets that do not fall under the following sub-groups:
Bank Accounts:  For Current, savings, short term deposit accounts, etc.
Cash-in hand:  Tally automatically opens one Cash A/c under this group. You are permitted to open more cash accounts, if necessary.
Note: An account under Cash-in-hand group or Bank Accounts/Bank OCC A/c group is printed as separate Cash Book in the traditional Cash Book format and does not form part of the Ledger.
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 4. Deposits (Asset) : In essence, a place for Fixed Deposits, Security Deposits, or any deposit made by the company (not received by the company, which is a liability).
 5. Loans & Advances (Asset): For all loans given by the company and advances of a non-trading nature, e.g., advance against salaries, or even for purchase of Fixed Assets. We do not recommend you to open Advances to Suppliers account under this group. Doing so gives rise to the difficulty in ascertaining advance position of a particular supplier and to adjust future bills against such advances. For further details, please refer to the section on Common Errors.
 6. Stock-in-hand: You may wish to open accounts like Raw Materials, Work-in-Progress and Finished Goods. How the balances are controlled depends on whether you opted to maintain an integrated account-cum-inventory system in the company features. 

Let's consider the options:
 7. Integrated Accounts-cum-Inventory:  You are allowed transactions in Inventory records and the account balances are automatically reflected in the Balance Sheet as Closing Stock. You are not allowed to directly change the closing balance of an account under this group.
 8. Non-integrated Accounts-cum-Inventory : Accounts that fall under this group are not permitted any transactions. It allows you to hold opening and closing balances only. Since no vouchers can be passed for these accounts, they are the only accounts for which the closing balances can be directly altered (by an authorised user only)
 9. Sundry Debtors : For your customer accounts. Do not open them under the Sales Account group, which is a revenue account. For more information on common and possible errors in grouping of accounts, please refer below to the separate paragraph on the topic.
10.  Current Liabilities: You may open accounts like Outstanding Liabilities, Statutory Liabilities and other minor liabilities directly under this group. Sub-groups under Current Liabilities are Duties and Taxes, Provisions and Sundry Creditors
11. Duties and Taxes: For all tax accounts like VAT, MODVAT, Excise, Sales and other trade taxes. A convenient place to find the total liability (or asset in case of advances paid), as well as the break-up of individual items.
12. Provisions: For provision accounts like Provision for Taxation, Provision for Depreciation, etc.
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13. Sundry Creditors: For trade creditors of the company. Do not open your supplier accounts under the Purchases Account group, which is a revenue account. For more information on common and possible errors in grouping of accounts, please refer below to the separate paragraph on the topic.
14.  Investments: To group your investment accounts like Investment in Shares, Bonds, Govt. securities, long term Bank deposit accounts, etc. a convenient place to view the total investments made by the company.
15.  Loans (Liability): For loans, typically long term, taken by the company.
16. Bank OD Accounts [Bank OCC Accounts]: Tally gives two distinct types of Bank Accounts, The Bank OCC A/c is meant to record the company's overdraft accounts with banks. e.g., Bill Discounted A/cs, Hypothecation A/cs etc.
Note: An account under Bank OCC A/c group is printed as separate Cash Book in the traditional Cash Book format and does not form part of the Ledger.

17.  Secured Loans: For term loans and other long/medium term loans that have been obtained against security of some asset. Tally does not verify the existence of the security. Typical accounts would be Debentures, Term Loans, etc.
18. Unsecured Loans: For loans obtained without any security .e.g., Loans from Directors/partners or outside parties.
19.  Suspense Account : Theoretically speaking, this group should not exist. However, in modern accounting, many large corporations use a Suspense Ledger to track moneys paid or recovered, the nature of which is not yet known. The most common example is money paid for Traveling Advance whose details would be known only upon submission of the TA bill. Some companies may prefer to open such accounts under
20.  Loans and Advances (Asset) group: Please note that Suspense Account is a Balance Sheet item. Any expense account even if it has 'suspense' in its name, should be opened under a Revenue group like Indirect Expenses and not under Suspense Account group.
21. Miscellaneous Expenses (Asset): This group is typically used more for legal disclosure requirements, like Schedule VI of the Indian Companies Act. It should hold incorporation and pre-operative expenses. Companies would write off a permissible portion of the account every year. A balance would remain to the extent not written off in Profit & Loss Account. Tally does not, however, show a loss, carried forward in the Profit & Loss Account, under this group. The Profit & Loss Account balance is shown separately in the Balance Sheet.
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22.  Branch/Divisions: This group is provided to keep the ledger accounts of all companies that are your company's branches, divisions, affiliates, sister concerns, subsidiaries, etc. This is a group of convenience. You may not wish to utilize it in this manner. Note that Tally permits Sales and Purchase transactions to take place with accounts opened here. Remember, these are their accounts in your books and not their books of accounts. Just treat them as you would any party account. If you wish to maintain the books of that branch/division on you computer, you must open a separate company. (Tally allows maintenance of multiple company accounts).
23.  Sales Account: For different sales accounts. The natural segregation of your sales accounts could be based on Tax slabs or type of sales. This also becomes a simple mechanism for preparation of Tax returns.
You may even open an account Sales Returns under the group Domestic Sales to view your net sales after returns (or the returns may be directly passed through journal against the specific sales account).

Please do not open customer accounts under this group. 

24. Purchase Account: This is similar to sales accounts, except for the purpose of the transaction.
25. Direct Income [Income Direct]: For non-trade income accounts that affect Gross Profit. All trade income accounts would naturally fall under Sales Accounts. You may wish to use this group for accounts like Servicing Contract Charges that follow sales of equipment.
If yours is a professional services company, you may not use the Sales Account group at all. Instead, open accounts like Professional Fees under this group.

26. Indirect Income [Income Indirect]: For miscellaneous non-sale income accounts, e.g., Rent Received and Interest Received.
27. Direct Expenses [Expenses Direct]: For manufacturing or direct trading expenses. These accounts determine the Gross Profit of the company.
28. Indirect Expenses [Expenses Indirect]: For all other administrative, selling or non-direct expenses.
Tally automatically opens the Profit & Loss Account which is a reserved primary account. You may use this account to pass adjustment entries through journal vouchers .e.g., transfer of profit or loss to Capital or Reserve account.
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THE FOLLOWING IS A STATEMENT  OF  GROUPS AND THEIR CONNECTED GROUPS:
	GROUP(Provided by  Tally)
	OUR REQUIRED LEDGER  ACCOUNT

	 CAPITAL  ACCOUNT
	  CAPITAL  ACCOUNT, PROPRIETORS'  CAPITAL

	 
	  PARTNERS'   CAPITAL  ACCOUNTS

	 
	  DRAWING  ACCOUNT

	 
	  PERSONAL INCOMETAX

	 SHARE  CAPITAL
	  SHARE  CAPITAL

	 
	  AUTHORISED CAPITAL

	 
	  APPLICATION MONEY

	 
	  INSTALLMENTS OF  SHARE MONEY

	 
	  PAID UP  CAPITAL, ISSUED CAPITAL

	 BANK  ACCOUNTS
	  ANY  BANK  ACCOUNT

	 
	  SAVINGS / CURRENT  ACCOUNT

	 
	  EG.   SBI,   ANDHRA BANK

	 CASH  A/C
	  CASH  A/C,  CASH-IN-HAND

	 
	  PETTY  CASH

	 
	  IMPREST  CASH  MONEY

	 DEPOSITS (ASSETS)
	  SECURITY  DEPOSITS,  RENTAL  DEPOSITS

	 
	  EARNEST  MONEY  DEPOSITS

	 LOANS AND ADVANCES
	  SALARY ADVANCES,  STAFF LOANS

	 
	  WORK CONTRACT ADVANCES

	 
	  TRAVELLING  ADVANCES

	 
	  STAFF HOUSING  LOANS

	 STOCK-IN-HAND
	  OPENING  STOCK,  CLOSING  STOCK

	 
	  RAW MATERIALS, WORK  IN  PROGRESS

	 
	  FINISHED  PRODUCTS

	 SUNDRY  DEBTORS
	  ALL  CUSTOMERS (TRADING  & NON-TRADING)  

	 
	  TO WHOM THE CREDIT SALES HAS DONE

	 CURRENT  LIABILITIES
	  UNPAID SALARIES,  UNPAID  ESI, PF,

	 
	  SHORT TERM  LOANS

	 
	  INTEREST  PAYABLES

	 DUTIES AND TAXES    
	  EXCISE  DUTY, 

	 
	  STATE/CENTRAL  SALES TAX, SURCHARGE

	 
	  INPUT TAX,  OUTPUT TAX,  VAT  TAXES

	 PROVISIONS
	  INCOME TAX  PROVISIONS

	 
	  GRATUITY  PROVISIONS, CONTIGENT PROVISIONS

	 SUNDRY  CREDITORS
	  ALL  TRADE CREDITORS / NON TRADE CREDITORS

	 
	  CREDIT  SUPPLIERS OR FROM  WHOM WE HAVE TO
  PURCHASES ON CREDIT                                              

	 FIXED  ASSETS
	  FURNITURE, BUILDINGS, LANDS, COMPUTERS 

	 
	  MACHINERY, MOTOR VEHICLES, , GOODWILL

	 
	  ALL  OTHER  ASSETS  WHICH ARE USED MORE THAN 

  ONE  FINANCIAL  YEAR

	 INVESTMENTS
	  SHARES,  BONDS, SECURITIES,

	 
	  DEBENTURES,  DEPOSITS  IN OTHER COMPANIES

	 SECURED   LOANS
	  LOANS FROM COMPANIES, PERSONS

	 
	  LOANS  FROM  OTHERS(AGAINST  SECURITY)

	 BANK OD ACCOULNTS
	  HYPOTHECATION ACCOUNTS

	 
	  BILL DISCOUNTING

	 
	  CASH  CREDIT  ACCOUNTS

	 
	  OVERDRAFT ACCOUNTS

	 UN-SECURED LOANS
	  LOANS  FROM OTHERS  WITHOUT  SECURITY

	 
	  DEBTORS/ ADVANCES

	 
	  PARTNES' ADVANCES

	 SUSPENSE  ACCOUNT
	  SUSPENSE  ACCOUNT

	 
	  MONEY  RECEIVED / PAID

	 MISC.  EXPENSES (ASSETS)
	  PRE-OPERATIVE  EXPENSES

	 
	  PREPAID  INSURANCE  / ADVERTISEMENT

	 
	  PRELIMINARY  EXPENSES

	 SALES  ACCOUNT
	  STATE  SALES,  OUTSIDE STATE SALES

	 
	  SALES  RETURNS

	 PURCHASE  ACCOUNT
	  STATE  PURCHASES,  OUTSIDE STATE  PURCHASES

	 
	  PURCHASE RETURNS

	 DIRECT  INCOME
	  SALLEING OF GOODS

	 
	  HANDLING  CHARGES, SERVICE  CHARGES

	 INDIRECT  INCOME
	  RENT/INTEREST  RECEIVED

	 
	  COMMISION RECEIVED

	 
	  PROFIT ON ASSET SALES

	 DIRECT  EXPENSES
	  ALL  EXPENSES BELONGS TO TRADING  ACCOUNT

	 
	  WATER, FUEL,  POWER, ELECTRICITY

	 
	  FREIGHT / CARRIAGE  INWARD

	  
	  WAGES, FREIGHT, COOLIE

	 INDIRECT  EXPENSES
	  ALL  EXPENSES BELONGS TO

	 
	  P & L,  ADMINISTRATIVE ,  FINANCIAL, SELLING,

	 
	  MARKETING, REPAIRS, TRAVELLING, INSURANCE

	 
	  DEPRECIATIOIN, SALARIES,  BAD DEBTS,

	 
	  ADVERTISEMENTS, PRINTING & STATIONERY,

	 
	  MUNICIPAL TAXES, MARKET CESS, LEVIES   ETC.

	 BRANCH / DIVISIONS
	  BRANCHES,  DIVISIONS, SISTER CONCERNS

	 
	  SUBSIDIARY  CONCERNS


 5.4  LEDGER  CREATION

How to create ledgers: 

Gateway of Tally —> Accounts Info. —> Ledgers
It should be noted that Tally automatically creates two ledger accounts, viz., Cash (under Cash-in-hand) and Profit & Loss Account (direct Primary account). It does not make any other presumptions. You must create all other account heads. There are no restrictions in ledger creation except that you cannot create another Profit & Loss A/c (actually an account that behaves like one). 
You may create any number of Cash accounts (by another name like "Petty Cash" ).

You will, now, be guided to create a ledger account with minimal information.

An ledger account is created by selecting  appropriate group to create the accounts.
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1. From Gate of Tally menu, go to Masters and select Accounts Info 
    
(also press ‘a’).
2. Select Ledgers or Press ‘L’-  Single Ledger --  Create (C)
THEN  THE FOLLOWING SCREEN IS APPEARED:

Gateway of Tally —> Accounts Info. —> Ledgers —> Single Create
             [image: image12.png][=]
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· Type the name of ledger account   in place of  ‘name’

· If the account is to be identified by any other name (eg. State Bank of India,  can be identified as  SBI) the name of which the account is to be referred can be entered  as ‘alias’

· All accounts in tally must be classified in their appropriate group.  the option will display a list of available groups, select an appropriate group from the list.

· To maintain inventory information, answer ‘yes or no’ from the question inventory values are affected?

· If maintain bill wise details is set to yes for sundry debtors and sundry creditors accounts.
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· If the accounts have any opening balance, it can be entered. if the opening balance is entered, specify whether it is a debit balance (by typing d) or credit balance (by typing c).  by default, tally assumes that assets have debit balance and liabilities have credit balance.
· For sundry debtors and sundry creditors, mailing and related details must be entered. it includes the name and address of the sundry debtor or sundry creditor, their income tax no., sales no. and vat tin no.
· In single ledger creation only one ledger is created.  if we want to create  more ledger in one group, select multiple ledger option.  then select one group and type the required ledgers as we required.


Ledgers --  Multiple Ledger --- Create 

Select one group from  group list. then type  required  ledgers  under this group.

If we want to create more ledger from different groups, we select all items  and type necessary ledger and select the group from the list.

Display or Alter a Ledger Account

Information in display and alter is the same, hence only alter is discussed. Display option does not permit any modification. Alter option is accessible only to authorised users.
Gateway of Tally > Accounts Info. > Ledgers > Single Alter > select ledger
You are allowed to alter any information of the ledge master with the exception of the Closing Balance of a ledger account, if any, other than closing balance of accounts under the group 'Stock-in-hand'.

Deleting a ledger account

You can delete a ledger from the alteration mode by pressing <Alt>+<D>. 
Tally does not allow deletion of accounts that have transactions. 
Therefore, should you wish to delete an account, which has transactions, you must first delete all its voucher entries.
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CLASSROOM  SESSION:
 I. 
Create  Ledgers from the  following transactions :
  1.
GOWRISANKAR STARTS BUSINESS WITH CASH  IN THE NAME OF  GS & CO.

  2
DEPOSITED IN BANK









  3
PURCHASES FROM  RAVI








  4
SALES TO KRISHNARAO








  5
AMOUNT PAID TO RAVI BY CHEQUE







  6
CASH RECEIVED FROM KRISHNA RAO





  7
PAID INTO BANK








  8
DISCOUNT ISSUED- 5%








  9
TRAVELLING EXPENSES PAID TO RAMARAO,  NAGU, CHIRU, BALU & SADA  

10
LOAN FROM BANK OF ANDHRA







11
AMOUNT PAID BY CHEQUE TO VENKATESH(loan)

              

12
WAGES PAID









13
STOCK RETURNED FROM KRISHNARAO





14
SALES TO RAJANIKANTH







15
AMOUNT PAID INTO BANK TOWARDS LOAN A/C

              

16
OFFICE TABLES PURCHASES FROM RAMARAJU FOR CASH




17
FREIGHT ON SALES








18
RETURNS TO RAVI








19
SALARIES PAID TO SASTRY,  SUCHITRA,  VIJAY,  MURALI, MV RAO &  MANI      

20
LIGHTING EXPENSES  







21
DEPOSIT IN BANK








22
PAID TO RAVI   








23
DISCOUNT RECEIVED  







24
RECEIVED FROM KRISHNA RAO






25
DISCOUNT PAID 1%,  2%, 3%,  4%,  5%  & 10%






26
UNPAID WAGES, SALARIES,  ELECTRICITY,  RENT AND TELEPHONE CHARGES        

27
INTEREST DEBITED BY BANK OF ANDHRA


              


28
GOPAL JOINED WITH A BUILDING,  FURNITURE(CHAIRS, TABLES, SOFAS) 

29.
COMPUTER CHAIRS  AND TABLES  PURCHASED GOODS FROM BHAGAT  


30
SALE OF GOODS FOR CASH  
II.
Create
 the following groups   and record the above ledgers under these groups:





CREATE COMPANY

SRISHTI COMPUTERS

FINANCIAL YEAR      

FROM 1-1-2005

BOOKS BEGIN FROM    
1-1-2005
Now create these  new  Groups.

PRODUCTION  EXPENSES,   

OFFICE      EXPENSES



MARKETING   EXPENSES

FINANCIAL   EXPENSES



ADMINISTRATIVE  EXPENSES

DISCOUNT





SALARY



FURNITURE





TRAVELLING EXPENSES

OUTSTANDING EXPENSES



III
Create ledgers from the transactions given from QI taking into consideration  of  the Groups from Q II.
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HANDS ON SESSIONS:

1.
Write the group names for the following ledgers:

1.  
Drawing  Account ……………..……….................……………………………

2.  
Purchase  Returns: ……………………...…........................................................
3. 
Raw Material purchase …………………………………………...……………
4. 
Raw Material……………………...…..................................................................
5. 
Closing  Stock……………………...….................................................................
6.  
Opening  stock ……………………...…...............................................................
7.  
Finished  Goods ……………………...….............................................................
8.  
Accrued  Income………………………………….…………………………...…
9.  
Prepaid insurance……………...……………………..………………………….
          10.  
Stock Loss on Fire  ……………………........................……………………...…
2.
One word questions:


1.   
Write some main function of Master Menu ?


2.   
How to create  Groups?


3.  
List out the Ledger accounts  come under  Current Assets ?


4.   
How many groups under  Loan Accounts?  What are they?

5.   
What  are the  ledger accounts come under ‘Stock-in-hand’  group?

6.   
List out some Current  Liabilities?


7.   
What are the  ledger accounts come under  Duties & Taxes?

8.  
Define Suspense Account ?   When it is used ?

9.  
What is  Direct Income?  Give  some examples ?
          10. 
Who are Sundry Creditors  and  Debtors ?

          11.
What are the main features of Account Info?
          12.   
How many types to create a Ledger account? Explain ?


.

     AFTER  STUDYING THIS CHAPTER,  THE STUDENT SHOULD BE  ABLE TO KNOW :  



► 
ACCOUNT  GROUP  CREATION. 

►  
THE  GROUPS  COME UNDER  LEDGER ACCOUNTS
►  
HOW TO  CREATE, DISPLAY & DELETE A LEDGER / GROUP
►  
THE CLASSIFICATION OF  GROUPS.
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LAB SESSION
CREATE THESE LEDGERS & GROUPS:

CREATE COMPANY : SRISHTI COMPUTERS,

GO TO ACCOUNTS INFO—CLICK LEDGERS—CLICK MULTIPLE LEDGERS-CLICK CREATE

FIXED ASSETS          --
FURNITURE, MACHINERY, FILING CABINET


INDIRECT EXPENSES     --  POSTAGE,  TELEPHONE CHARGES, SALARIES 


SUNDRY CREDITORS      --  SHYAM STORES, RANJEET CO.,SANGAM STORES


SUNDRY DEBTORS        --  RAJU, KISHORE,NFCL,  GFCL


PRODUCTION EXPENSES
--  WAGES, FREIGHT, WATER, FUEL,ELECTRICITY


OFFICE  EXPENSES

--  STATIONERY, COMMISSION, INSURANCE


MARKETING EXPENSES
--  SHOWROOM RENT, TRAVELLING, 



    AGENTS’ COMMISSION, CAR RENT


FINANCIAL  EXPENSES
--  INTEREST, INTEREST ON CAPITAL, 



    INTEREST ON LOAN, BANK CHARGES, 



    BANK INTEREST, DD COMMISSION


ADMINISTRATIVE  EXPENSES- SALARIES, BOOKS, DIRECTORS’ REMUNERA-



    TION, OFFICE EXPESES, GENERAL EXPENSES



    POOJA EXPENSES, REPAIRS AND MAINTENANCE


DISCOUNT

--  DISCOUNT 4%,DISCOUNT 3%, DISCOUNT 8%


DUTIES AND TAXES

--  SALES TAX 4%, SURCHARGE, SALES TAX 8%


FURNITURE

--  COMPUTER CHAIRS, PLASTIC CHAIRS,



    EXECUTIVE CHAIRS, SOFAS


SALARIES

--  ADMN. SALARIES, FACULTY SALARY,



    VISITING FACULTY SALARY


TRAVELLING EXPENSES
--  STAFF TRAVELLING, DIRECTORS’ TRAVELLING



    OTHER TRAVELLINGS.

CREATE  THESE LEDGERS AS USUAL:

BANK OF ANDHRA, CAPITAL, STOCK, SALES, PURCHASES, GOVERNMENT SECURITIES,PURCHASE RETURNS, SALES RETURNS, INCOME TAX, APGST,  

ALTER THESE LEDGERS: ACCOUNT INFO—LEDGERS—ALTER--ENTER


BANK OF ANDHRA  --TO   BANK OF  INDIA


CAPITAL  --TO   RAMS’CAPITAL:   STOCK  -- TO  OPENING STOCK


GOVERNMENT SECURITIES--  TO   SECURITIES,  SALES TAX 4%--TO  CST

DELETE THESE LEDGERS: ACCOUNT INFO—LEDGERS—ALTER—SELECT REQUIRED


LEDGER—THEN  PRESS:   ALT+D  FOR  DELETE.


DISCOUNT4%, DISCOUNT 3%, DISCOUNT 8%, OFFICE EXPENSES, BOOKS, 


INTEREST, INCOME TAX,  APGST, CESS
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    CHAPTER –   6               



     VOUCHERS

OBJECTIVES:


IN THIS CHAPTER, WE SHALL DISCUSS ON: 
  


►  
VOUCHER  TYPES

    


►  
RECEIPT VOUCHER
   


►  
PAYMENT VOUCHER
                        

►  
CONTRA VOUCHER



►  
JOURNAL VOUCHER

            

►  
DAY BOOK


6.1  VOUCHERS

A voucher is the primary online document for recording transactions. Transaction recording and analysis are greatly facilitated by having specific formats for different types of transactions. Tally provides 16 different predefined voucher formats or what it calls predefined types of vouchers. These are used for recording various transactions. A payment voucher is used for all types of payments, a receipt voucher for all types of money receipts, a sales voucher for recording sales transactions, and so on.

These predefined vouchers fulfill your normal transaction needs. They pertain to both accounting and inventory. Some of these vouchers can also be used differently according to the situation, e.g., sales vouchers can be used as invoices, vouchers can be post-dated, etc. Such use can be decided at the time of voucher entry by selecting the appropriate button.
 How Operate Voucher Types?
Tally acknowledges the special requirements of some users for more voucher types. These arise in cases like when you need the same voucher but in different names or separate series of numbers.

Examples include Cash Payment Vouchers and Bank Payment vouchers where the relevant predefined voucher is Payment Voucher. You may have two or more sets of Sales Vouchers for different kinds of sales transactions e.g. Credit Sales, Cash Sales, etc.

You would need to alter a voucher type to change default settings for different information appearing in vouchers. 
Using [F12] can further configure a voucher.

Alter a predefined voucher type:
Even if you do not need extra voucher types, you would normally alter the predefined voucher types to customize them according to your needs, e.g., to control their numbers.

Display or alter each voucher type (by pressing <enter> or double clicking) after Gateway of Tally > Display > List of Accounts > <Ctrl>+<V> [Voucher Types] 
We shall create a new voucher type to explain the different features. It would also be applicable to alteration of voucher types including predefined types.

Create a Voucher Type:  Gateway of Tally > Accounts Info. > Voucher Type > Create
Name: Give the name of the new voucher type, e.g., Bank Payment Voucher.
Type of Voucher : The type of voucher should be any one of the predefined voucher types (already listed in introduction). The new voucher type would inherit the properties of this predefined voucher type. It would function exactly like the predefined voucher.
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Abbreviation : 
An abbreviation is required particularly for unformatted reports, which do not use compressing techniques. (Tally allows printing of both formatted and unformatted reports). In this example, give 'BPymt' as the abbreviation. Though there is no restriction on the length of the abbreviation, it should preferably be five characters or less.
Method of Voucher Numbering::
Automatic - instructs Tally to number the vouchers of this type incrementing automatically.

Manual - if you wish to number the vouchers yourself.

None - if you do not want any voucher numbers for vouchers of this type.

Starting number : Give the number for the first voucher. Usually it is 1. You can set it to any number you want. Tally will auto-increment from this number for subsequent vouchers. However, the numbering of vouchers also depends on other variables supplied by you, which follow hereafter.
Width of Numerical Part : You may leave it blank to let Tally automatically adjust the width according to the number. 
Use effective dates for vouchers?

Select Yes if you want to enter effective dates for vouchers. You would opt for this if you have instances where a transaction under consideration for overdue/ageing analysis is recorded currently but will take effect from another date. If effective date is entered, the overdue/ageing will be considered from the effective date and not from voucher date.

Restart Numbering

Voucher Numbering may be restarted with the starting number (as specified) at intervals selected by you - Monthly, Yearly or Never. You must give the date whence numbering should restart under the field Applicable from. The date must be the first day of the month. You may specify more than one Restart dates. 

Prefix Details

If you want the voucher numbers to be prefixed with some fixed information, give the information here. Examples of prefix details are:

1. month of the voucher as given above- 'April/'

2. company info like 'TSPL/'

3. even fixed number series like '1000' 
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How to Enter Vouchers?

You should have gone through the immediately preceding section for the concept of Tally vouchers. Different vouchers may be set up differently through the Voucher Types master maintenance. Hence, what appears in the voucher screen, depends upon the voucher configuration, company features and the voucher type settings.
Gateway of Tally > Voucher Entry
The default voucher entry screen that is displayed the very first time you opt for it is the Payment Voucher. You do not need to get out of this screen for other vouchers. Simply switch the vouchers using the Button Bar or Function keys.

6.2  RECEIPT VOUCHER
Receipt Entry (F6)

Gateway of Tally > Accounting Vouchers > selecting F6, we get the Receipt voucher screen. Similar to Payment and Contra vouchers – the Single Entry Mode appears for Receipt Entry as well.

   [image: image13.png]Account : Cash
Cur Bl 5,00,000.00Cr
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Transactions accounting for money received are entered into Tally through the receipt voucher. For example, your company receives money from a customer for an earlier transaction. The customer account has to be credited and if cash is received – debit the cash account. If cheque is received debit the bank account where you will deposit the money received.               
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 6.3 PAYMENT ENTRY (F 5)
               [image: image14.png][=]
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Gateway of Tally > Accounting Vouchers > selecting F5: Payment > displays the Payment voucher entry screen. Payment transactions can be entered using Tally's Payment Voucher.

The Payment Entry screen appears in Single Entry Mode by default (as the option "Use Single Entry mode for Pymt/Rcpt/Contra" is set to YES > in F12: Configure from Payment Voucher).

For example, the company settles expenses of conveyance, staff welfare, postage and stationery through cash – all in one voucher. 

Payment Entry – Single Narration

In Payment transaction - Single and Double entry modes – you viewed the vouchers with common narration – where the narration details are given for the entire voucher at the end.

However, if you want the narration details for every ledger you debit or credit (Single narration) – you can configure Tally's Narration details accordingly. To do so > from Gateway of Tally > Accounts Information > Voucher Types > Alter > select the required Voucher Type and activate the option Narrations for each Entry and accept the details.
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Return to Accounting Vouchers on Gateway of Tally and enter a payment voucher as required

The entry consists of both common narration and narrations for each entry – the advantage being in case of multiple debit / credit entries - you can give single line narration separately - for every ledger account selected.

 6.4  CONTRA  VOUCHER:
Contra Entry (F4)

Gateway of Tally > Accounting Vouchers > selecting F4: Contra > displays the Contra voucher entry screen. As per accounting rules, Contra Entry is a transaction indicating transfer of funds from:
1. Cash account to Bank account

2. Bank account to Cash account

3. Bank account to Bank account

Contra Entry screen appears in the Single Entry Mode by default. You are prompted to choose the account, which will receive the amount (the debit ledger).

For example, you wish to transfer of funds from Cash Account into Bank Account – you will debit the Bank Account and credit the Cash Account >
            [image: image15.png][=]
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Contra Entry - Double Mode

In Double entry mode – you can select multiple debit and credit ledgers. 
To do so,  on the Contra voucher screen, click on F12: Configure and set the option "Use Single Entry Mode for Payment/Receipt/Contra" to NO. 
  6. 5  JOURNAL ENTRY (F 7)
Gateway of Tally > Accounting Vouchers > selecting F7: Journal.
Journal entries are used in instances where the company requires to adjust the debit and credit amounts without involving the cash or bank accounts. Hence, they are referred to as adjustment entries.

For example, there may be entries made for interest accrued or interest to be paid. If a party is involved in such a transaction – the entry will be

Dr Party

Cr Interest Account
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 6.5.1 DAY BOOK
There is a procedure in some of the places in India  that  all entries either  cash or credit or any other entry  in a day ,  are  recording in one book  i.e.  called  Day Book.    From  Day book  they record ledger postings  in  respective  Ledgers.  In accounting word  the entry  called  payment/receipt as Contra. 
Payment / Receipt as Contra ----Cash Accounts in Journals

Journals are adjustment entries (as stated earlier). However in many cases companies require journals to account for day-to-day transactions – where Cash or bank accounts are required.
Tally supports this requirement through the option "Allow Cash Accounts in Journals".

To indicate transfer of funds from Bank to Cash, Bank to Bank and Cash to Bank – Tally has a voucher type called Contra. However, for users who wish to use the Payment and Receipt vouchers for this nature of transaction > Tally has the flexibility of defining Payment and Receipt behaviour as per Contra voucher by activating the option "Use Payment / Receipt as Contra".

On the Payment entry screen, access F12: Configure > activate the option "Use Payment/Receipt as Contra" – an explanation is given below:
Using the space bar in the debit field in the payment voucher screen, you notice that the cash and bank accounts are not displayed:
Buttons on the button panel:
· Print:

Click on this button  or press  Alt and P keys to print a voucher.
· F2 Date:

To change the date of the voucher.

· F3 Company:
To change the current Company or move to other active Company

· F4 Contra :
To create Contra Voucher.
· F5 Payment :
To create Payment Voucher.
· F6 Receipt:: 
To create Receipt Voucher.
· F7 Journal
:
To create Journal Voucher
· F8 Sale :

To create Sales Voucher.

· F9 Purchase :
To create Purchase Voucher.
· F10 Memos:
To create Memo Voucher.
· As  Invoice:
This option toggles between  As Voucher and As Invoice.

· Post Dated:  
Used to mark the current voucher as post dated.

· Optional:

Used to mark the current voucher as optional.
The other buttons F7  Stock Journal,  F8  Goods  in, F10 Physical stock  are  to create vouchers related to Inventory.
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CLASS ROOM SESSION:
  I. POST THESE TRANSACTIONS THROUGH VOUCHERS :
NOW GO THROUGH  THE FOLLOWING TRANSACTIONS AND CREATE LEDGERS AND POST THEM INTO RECEIPT,PAYMENT,JOURNAL AND CONTRA VOUCHERS.
KISHORE BRINGS CASH INTO BUSINESS 


RS.100000/-

PURCHASED FURNITURE 




RS.10000

PRELIMINARY EXPENSES 




RS.10000/-

PAID TO KISHORE 





RS.8000

COST OF STATIONERY 





RS.500/-

CONVEYANCE CHARGES PAID TO CLERK 


RS.100/-

ADVANCE PAID FOR TRAVELLING 



RS.500/-

PAID FREIGHT CHARGES 




RS.720/-

PAID WAGES AND COOLIE 




RS.30/-

AID FOR POSTAGE 





RS.115/-

SALARY ADVANCE PAID TO CLERK MR.RAMU 

RS.500/-

RENT ADVANCE PAID TO MR. RAM 



RS.7000/-

LOAN RECEIVED FROM KRISHNA RAO 


RS.20000/-

PURCHASED COMPUTER 




RS.20000

 
PAID CASH TO RAMA RAO FOR TRAVELLING 


RS.1500


PAID TO KISHORE AS SALARY ADVANCE 


RS.2000

PAID TELEPHONE CHARGES 




RS.6000

 
PURCHASED FILING CABINET 




RS.3000

 
SALE OF OLD FURNITURE 




RS.900

 
PAID CASH TO RAJU FOR WAGES 



RS.5000

 
SOLD COMPUTER FOR 





RS.13000

 
LOAN PAID TO MR. RAMRAJU.




RS.20000

 
PAID CASH TO RANJEET CO. 




RS.4000

 
PURCHASED STATIONERY BY CASH 



RS.2000

 
PAID SALARIES FOR THE MONTH 



RS.1500



  
PURCHASE GOVERNMENT SECURITIES 


RS.500

    

PAID FOR ADVERTISING 




RS.1800

    

PAID ELECTRICITY BILL 




RS.450/-


SOLD GOODS FOR CASH  FOR 





RS.60000/-    
  
PAID RENT RS.4000, ADVERTISING 



RS.3000/-
  
SOLD GOODS WORTH TO VENKATESH



RS.50000/-
           VENKATESH PAID IN FULL SETTLEMENT 


RS.48600/-
  
BOUGHT GOODS FROM DEVIKA & SONS 


RS.14,000/-
  
SOLD GOODS TO MAHENDRA SINGH 



RS.2000/-
 
PAID TO KAMAL ON ACCOUNT. 



RS.40000/-
 
RETURNED GOODS TO DEVIKA & SONS 


RS.1000/-
 
SOLD GOODS TO RAO & BROTHERS 



RS.14000/-
 
SOLD GOODS TO BOMBAY SHOPPE 



RS.15000/-
 
BOMBAY SHOPPE PAYS US IN FULL SETTLEMENT.

RS.14000/-
 
PAID SALARIES 
RS.5000/-, UNPAID SALARIES 


RS.3000/- 

WAGES RS.400/- AND  TELEPHONE BILL 


RS.300/-
 
PAID DEVIKA & SONS ACCOUNT IN FULL SETTLEMENT. 
RS.12500/-




WITHDREW CASH FOR PERSONAL USE
RS.500/-

CASH SALES 







RS.75000/-
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HANDS ON SESSIONS:

1.
Write the group names for the following ledgers:

1.  
Drawing  Account ……………..……….................……………………………

2.  
Purchase  Returns: ……………………...…........................................................
3. 
Raw Material purchase …………………………………………...……………
4. 
Raw Material……………………...…..................................................................
5. 
Closing  Stock……………………...….................................................................
6.  
Opening  stock ……………………...…...............................................................
7.  
Finished  Goods ……………………...….............................................................
8.  
Accrued  Income………………………………….…………………………...…
9.  
Prepaid insurance……………...……………………..………………………….
          10.  
Stock  Loss on Fire  ……………………........................……………………...…
2.
One word questions:


1.   
Write some main function of Accounts Info  Menu ?


2.   
How to create  Groups?


3.  
List out the Ledger accounts  come under  Current Assets ?


4.   
How many groups under  Loan Accounts?  What are they?

5.   
What  are the  ledger accounts come under ‘Stock-in-hand’  group?

6.   
List out some Current  Liabilities?


7.   
What are the  ledger accounts come under  Duties & Taxes?

8.  
Define Suspense Account ?   When it is used ?

9.  
What is  Direct Income?  Give  some examples ?
          10. 
Who are Sundry Creditors  and  Debtors ?

          11.
What are the main features of Account Info?

          12.   
How many ways to create a Ledger account? Explain ?


.

     AFTER  STUDYING THIS CHAPTER,  THE STUDENT SHOULD BE  ABLE TO KNOW :  



► 
ACCOUNTS  GROUP  CREATION. 

►  
THE  GROUPS  COME UNDER  LEDGER ACCOUNTS

►  
HOW TO  CREATE, DISPLAY & DELETE A LEDGER / GROUP

►  
THE CLASSIFICATION OF  GROUPS.
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Lab session :
 I  PAYMENTS/RECEIPTS/CONTRA/JOURNAL


USE PAYMENT,RECEIPT,CONTRA,JOURNAL BUTTONS (F4,F5,F6,F7 BUTTONS)

NOW  CREATE COMPANY

:
GOWRI SANKAR & CO.

FINANCIAL YEAR  BEGIN 
:
1-4-1985

BOOKS BEGIN FROM


:
1-5-1985

NOW POST THESE ENTRIES:


PARTICULARS






AMOUNT

GOWRISANKAR STARTS BUSINESS WITH CASH OF RS.    100000/-

DEPOSITED IN BANK





50000/-

PURCHASES FROM  RAVI





68500/-

SALES TO KRISHNARAO





15000/-

AMOUNT PAID TO RAVI BY CHEQUE



 1000/-

CHEQUE RECEIVED FROM KRISHNA RAO



 8000/-


PAID INTO BANK






 7500/-


DISCOUNT ISSUED  BY CASH




  125/-



DISCOUNT RECEIVED BY CHEQUE




  150/-


LOAN FROM BANK






20000/-


AMOUNT PAID BY CHEQUE TO VENKATESH


15000/-


WAGES PAID
BY CHEQUE





 1000/-


STOCK RETURNED FROM KRISHNARAO



   10/-


SALES TO RAJANIKANTH





 1500/-


AMOUNT PAID INTO BANK TOWARDS LOAN A/C


10000/-


SALARIES PAID  BY CHEQUE




 2000/-


LIGHTING EXPENSES





  130/-


DEPOSIT IN BANK






 3000/-


PAID TO RAVI
BY CHEQUE




 6500/-


RECEIVED FROM KRISHNA RAO
CHEQUE


 6700/-


PURCHASED GOODS FROM KESHAV RAM  FOR 


12000/-


GOODS RETURNED TO M/S. KESHAV RAO & CO


 1000/-


PURCHASE OF  20 SHARES OF NAGARJUNA STEELS

 2000/-


PAID TO M/S. KESHAV RAO & CO.,


   
10000/-


SALE OF 20 SHARES @ 120/- 




 2400/-
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II DAY BOOK  OR  CASH  JOURNAL

CREATE COMPANY
:
M/S. NAVIN STORES

FINANCIAL YEAR
:
1995-96

BOOKS BEGIN FROM
:
1-3-1996

NOW RECORD THESE TRANSACTIONS THROUGH  JOURNAL ONLY

GO TO  -  F12 – CONFIGURATIONS – SELECT THE ITEM ‘CASH ENTRIES IN JOURNAL ‘AND  ACCEPT  OK.

OPENING BALANCES






BANK BALANCES

4500      CASH

    230

STOCK



300       FURNITURE
    500

DEEPAK  (DR)
     
300       DILIP
    
    200  (DR)

CAPITAL             
5000      SUREKHA        1030  (CR)

ENTRIES:

CASH SALES
RS.7500

BOUGHT GOODS FROM  SULEMAN TRADERS  RS.4000

PAID CASH TO SULEMAN TRADERS RS.4000 

SOHAN LAL PURCHASED GOODS FOR  RS.5000

SOLD GOODS TO RADHEY SHYAM  RS.8000

BOUGHT GOODS FROM SULEMAN TRADERS RS.1900

SOLD GOODS TO CHADDHA STORES RS.7000

RECEIVED CHEQUE FROM CHADDHA STORES FOR RS. 680O 

MUNICIPALITY COLLECTED  TAXES WORTH RS.215

PURCHASED FROM SUNNY STORES 1000

PAID CASH FOR SMALL REPAIRS RS.40

SALES TO SONI STORES  RS.600

By CHEQUE FOR  WAGES  RS.100

DEPOSITED  INTO BANK  RS.700

CASH SALES 1200

RECEIVED CHEQUE FROM SONI STORES RS.400

SOLD GOODS TO RAVINDRA  RS.500

PURCHASED FROM JAIN TRADERS RS.9500

SOLD GOODS TO ROHINI MART RS.400

DEPRECIATION ON BUILDINGS RS.200/-

UNPAID SALARIES RS.500/-

RECEIVED FROM  RAVINDRA  RS.450, 

BANK WITHDRAWINGS RS.500

DEPOSITED IN BANK RS.500
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    CHAPTER –   7               



   INVENTORY

OBJECTIVES:


IN THIS CHAPTER, WE SHALL DISCUSS ON: 
  


►  
MAIN FEATURES IN INVENTORY
    


►  
STOCK GROUPS  &  CATEGORY
   


►  
UNIT OF MEASUREMENT
                        

►  
STOCK  ITEM



►  
PURCHASE  ORDER &  PURCHASE
►  
SALES ORDER &  SALES

7.1   INVENTORY – MAIN FEATURES

Inventory Information

The different inventory information that you would provide to Tally by way of masters are:
Gateway of Tally > Inventory Info
Stock Groups

Stock items can be grouped together under Stock Groups to reflect their classification based on some commonality. Grouping would enable easy location and reporting of stock items in statements. Hence, items of a particular brand can be grouped together so that you can extract stock of all items of that brand. For example, create Stock Groups like HLL, Sony, Maxell, Verbatim. Your stock items could then be Lux soaps,  Sony 3.5" disks, Maxell 3.5" disks, Sony tapes, Maxell tapes, etc. Classify the HLL products under the Stock Group HLL. Now you have ready details of all HLL products suitably classified. You may even group items as Raw materials and Finished Goods.

You can create sub-groups of Stock Groups for deeper analysis.

Stock Categories

The concept is similar to Cost Categories. You may wish to refer to the Chapter on Cost Categories to grasp the similarity/differences. 

This option will come up in the menu only if you have opted for stock categories in [F11] Comp. Features.

Stock Categories offers parallel classification of items. You may create Stock Categories like Soaps, Floppy Disks and Floppy Drives. In the above example in Stock Groups, you would know how many Soaps are in stock and separately, the stocks of HLL, Maxell floppies. You would also know from the HLL stock group the stock of all HLL items. However, should you require information like total stock of Soaps,  floppy disks or alternative items that could be used, these would be best available through Stock Categories. If you classify both Soaps of different companies under the Stock Category  Soaps, you know your total stock of Soaps. Since the items are substitutes of each other, if one is out of stock, you can offer the other of the same category.

Stock Items

Like Ledgers, Stock items are the primary inventory entity. You will use stock items while recording their receipts and issues. This is lowest level of information about your inventory. Each item that is required to be accounted for needs to be created, in fact, you will create a stock ledger account for each item and Tally calls this account 'Stock Item'.
79
7. 2.  STOCK  GROUPS
Gateway of Tally > Inventory Info > Stock Groups
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 What is a Stock Group?
The concept of stock groups has been explained above. Before we consider stock groups you would need to know about stock items. Like Ledgers, Stock items are the primary inventory entity. You will use stock items while recording their receipts and issues. This is lowest level of information about your inventory. Each item which you want to account for , needs to be created. In fact, you will create a stock ledger account for each item and Tally calls this account 'Stock Item'.

Stock items can be grouped together under Stock Groups to reflect their classification based on of some commonality. Grouping would enable easy location and reporting of stock items in statements. Hence, items of a particular brand can be grouped together so that you can extract stock of all items of that brand. For example, create Stock Groups like  HLL, Maxell, Verbatim. Your stock items could then be Lux Soaps, Maxell 3.5" disks,  Maxell tapes, etc. Classify the HLL products under the Stock Group HLL. Now you have ready details of all HLL products suitably classified. You may even group items as Raw materials and Finished Goods.   You can create sub-groups of Stock Groups for deeper analysis

Gateway of Tally > Inventory Info > Stock Groups > Single Create
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Name

 
Give the name of the stock group. Here we wish to create a group HLL.

Under

Specify whether it is a primary group or a sub-group of another group. Select from the pop-up list. Here we select Primary from the list. Use Alt+C to create a parent if you do not have the group you want in the list.

Can quantities of items be ADDED?

This really pertains to information on the stock items that you would create under this stock group – HLL in this case. The stock items created under the group should have similar units to be 'addable'. You obviously would not want to add Kgs with Pcs (where you have a group like 'Consumables' and items like 'grease' and 'rag cloth' which are measured in kg and meters respectively). We select Yes here because we want to create items like floppy disks and disk drives etc which at this point we feel would be addable and the total meaningful. You may later set it to No, if you find that the totals do not make sense. It is, possibly, easier to set it to No initially and later set it to Yes on assessing the item units.

 7.3  STOCK CATEGORIES :
Gateway of Tally > Inventory Info > Stock Categories
What is a Stock Category?

The concept is similar to Cost Categories. You may wish to refer to the Chapter on Cost Categories to grasp the similarity/differences.

Creating a Stock Category

You can create sub-categories of Stock Categories to better organise your information.
Gateway of Tally > Inventory Info > Stock Category > Single Create
Name :Give the name of the stock category. Here we wish to create a category Soaps
Under

Specify whether it is a primary category or a sub-category of another category. Select from the pop-up list. Here we select Primary from the list (there is no other, at this moment).

Use Alt+C to create a parent if you do not have the category you want in the list.

81
7.4  UNITS OF MEASURE
You will need to create units of measure for stock items. These can be simple units such as numbers., meters, kilograms, pieces, or compound units, e.g. box, where, say, one box equals ten pieces

Gateway of Tally > Inventory Info. > Units of Measure > Create
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Type:
Symbols are of two types: Simple and Compound.
Simple units are considered as stated by you and Tally just checks for duplication and nothing else. If you wish to give unit symbol that are single and not a combination of other units , select Simple. Tally defaults to Simple and if you want to change to compound, use Backspace from the Symbol field and select compound from the popup list.

Symbol

Give the symbol of the unit, e.g., No., Mtrs. This symbol given by you is used in all displays and printouts. We give the symbol 'no' (for numbers).

Formal Name

Give the formal name of the symbol. This explains the symbol, which is also used during consolidation of data of different companies where the symbols might be the same but are assigned to different Units. The formal name will be used to match them. Here we type Number as the formal name for the symbol 'no'.

No. of decimal places

If the unit will be used in fractions, say for a kilogram you may have to use grams as well, give the number of decimal places. For kilograms, you would give 3 decimal places to accommodate up to 999 grams. Hence, a measure 1 kilogram 865 grams will be 1.865 kilograms. For units like numbers, you do not normally want a decimal place and you can specify 0 in such cases. You can specify 0 to 4 decimal places.
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 7.5  STOCK  ITEM

Creating a Stock Item
Gateway of Tally > Inventory Info > Stock Item > Single Create
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Name  Give the name of the stock item. Here we wish to create an item LUX SOAPS".
Alias   This is for alternative names of stock items.
Under: Specify the group to which it belongs. The different groups that we had created were HLL, Maxell and Computers. These are  as well as Primary would appear in the pop-up list. Select 'HLL' from the pop-up list. Use Alt+C to create a parent if you do not have the item you want in the list.

Units: Give the unit of measurement of the item here. You would normally use this unit for trading in this item. Select Box on 100 Pcs from the popup list. Please refer to the section 'Units' for explanation of units. As usual, use [alt]+[C] to create a new unit.
Advanced Users and administrators: The unit 'Packs of 10 Pcs' is a compound unit. Tally has the concept of simple and compound units. To create a compound unit, you would first create its components as simple units and then give their relation. In this case, 'pcs' and packs were created as simple units. Then a compound unit 'Packs of 10 Pcs' was created separately. While creating a compound unit, if the cursor goes straight to the field 'Symbol' and you find the field 'Type' stating 'Simple', backspace to the 'Type' field to select 'Compound'.
Rate of VAT (Sales Tax/ Duty) (e.g. 17.5 or 5): Give the rate of tax applicable for the item. The rate specified here would be picked up when invoicing, if you selected the method of calculation as Tax Based on Item Rate for your relevant accounting ledger account. Typically, this accounting ledger account would be 'VAT Account' under the Group Duties & Taxes. In such cases, the VAT or duty in invoice entry will be automatically calculated.
Opening Balance: If you already have stock of this item at the time of creating its account in Tally, give its balance particulars, i.e., quantity, rate, unit and amount.
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7. 6  PURCHASE  ORDER 
Purchase  Orders

Tally permits you to produce Purchase and Sales Orders from the system. Purchase Orders may be produced, printed and sent to suppliers. Goods received are linked with the POs and Invoices. Outstanding Purchase Orders should be monitored. In the Chapter : Voucher Entry, we have shown how orders are linked with delivery notes and invoices. Hence, we will only consider creation, alteration and deletion of Purchase Orders here. Display order position of any item from the Stock Summary. The Purchase Order Book will list out all the Purchase Orders placed.

Likewise, Sales Orders received are recorded in Sales Order Entry screen. The details are available during Delivery Note and Invoicing. You may view the order position in the Stock Summary. The Sales Order Book lists all Sales Order received.

Activate Purchase and Sales Order Processing in F11:Company Features.

Purchase Order details will also depend on configuration settings. Hence, have a look at the configuration and voucher types.

Gateway of Tally > Voucher Entry > F9:Purchase > Select Purchase Order

Party's A/c Name

Give the supplier's name. Type in the same manner as voucher entry and select from list of Ledger Accounts. Use [alt]+[C] to create a new account.

Location

In case multiple location feature is active, this field is required to be given, else it does not appear.

Due on

The due date for delivery of the item, this will enable monitoring of outstanding deliveries. The order can be split for delivery on different dates.

Order No

The voucher number can be treated as your Purchase Order number. You may configure the voucher type through Acct. Info > Voucher Types to set prefixes and suffixes for Purchase Orders. This particular Order No. field is an additional field to record order number if different from the voucher number.
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Name of the Item

Give the name of the stock item for which the order is to be placed. Once the name is given, the Item Allocations sub-screen pops-up that needs to be filled in.

Quantity, Rate and Amount

Give the quantity of the item required, and its rate. The amount is calculated but is modifiable to enable rounding off.

Additional cost on the item may be incurred which can be mentioned here. Give by way of percentage of the item cost or a flat amount. If not, select End of List. Additional costs increase the value of the item and do not independently appear in the nominal ledger account or expense.

Next Item : The cursor then comes to the Item field once again and you can enter another item to order. If no other item is required, press [enter] on the blank field to take the cursor to the tax/expense field.

Expense/Tax

Once the item details have been entered, you might specify tax to be charged and other expenses like freight, if any. The tax or expense has to exist as a ledger account or it may be created using [alt]+[C]. We shall select tax @ 17.5% to be charged on the item values. The order entry screen would then appear thus :
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 7.6.1  PURCHASE 
Purchase Voucher (F9)
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Invoice can be classified into As Item Invoice and As Accounts Invoice. The VAT functionality though, is the same for both. Given below are examples of transactions in Item Invoice with implementation of VAT.

As Item Invoice

The selection and display of the VAT classifications in the vouchers differ according to the settings in the F12: Configuration screen.

 Use Common Ledger A/c for Item Allocation - NO

When you wish to use more than one ledger during a voucher transaction, you need to set this to No. This way, you need to select a ledger for every item during voucher entry. When you set this to No, you can see the VAT/Tax Class at the header region of the screen if the Allow Selection of VAT/Tax Class during entry? field is set to Yes.
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Allow Selection of VAT/Tax Class during entry?-YES

Once you select Yes, you have the option to select the VAT classifications in the field VAT/Tax Class  which is in header region of the Voucher screen. If it is set to no, the VAT/Tax Class will not be displayed in the voucher screen and the classifications will be taken from the Ledgers.

Use Common Ledger A/c for Item Allocation - NO

When you wish to use more than one ledger during a voucher transaction, you need to set this to No. This way, you need to select a ledger for every item during voucher entry. When you set this to No, you can see the VAT/Tax Class at the header region of the screen if the Allow Selection of VAT/Tax Class during entry? field is set to Yes.

Allow Selection of VAT/Tax Class during entry?-YES

Once you select Yes, you have the option to select the VAT classifications in the field VAT/Tax Class  which is in header region of the Voucher screen. If it is set to no, the VAT/Tax Class will not be displayed in the voucher screen and the classifications will be taken from the Ledgers.

Note: 
In the VAT/Tax Class field, there is also an option called Not Applicable. You can select this option if you need different classifications for each item during voucher entry.
7.7  SALES ORDER 
Sales Order details will also depend on configuration settings. Hence, have a look at the configuration and voucher types.
Gateway of Tally > Voucher Entry > F8:Sales > Select Sales Order

Party's A/c Name

Give the customer's name. Type in the same manner as voucher entry and select from list of Ledger Accounts. Use [alt]+[C] to create a new account.

Order No

The voucher number can be treated as your internal serialized order number. The field Order No. is advised to be used for the customer's order number

Name of the Item

Give the name of the stock item for which the order is to be placed. Once the name is given, the Item Allocations sub-screen pops-up that needs to be filled in.

87
Due on : The due date for delivery of the item, this will enable monitoring of outstanding deliveries. The order can be split for delivery on different dates.
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Location
In case multiple location feature is active, this field is required to be given, else it does not appear.

Quantity, Rate and Amount

Give the quantity of the item required, and its rate. The amount is calculated but is modifiable to enable rounding off.

Next Item

The cursor then comes to the Item field once again and you can enter another item to order. If no other item is required, press [enter] on the blank field to take the cursor to the tax/expense field.

Expense/Tax

Once the item details have been entered, you might specify tax to be charged and other expenses like freight, if any. The tax or expense has to exist as a ledger account or it may be created using [alt]+[C]. We shall select tax @ 17.5% to be charged on the item values. 
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 7.7. 1  Sales Entry (F8)

When a sales transaction takes place, a document, detailing the transaction (item name, tax, etc) has to be given to the buyer (debtor) as proof of purchase by him. This document is called "Invoice" or "Bill" or "Cash Memo". The practice of issuing an Invoice, which is in vogue, is available in Tally.

Gateway of Tally > Accounting Vouchers > selecting F8, 
Tally displays the Sales Invoice screen. The Invoice mode is default. To enter details of sale transactions – use Tally's Sales entry (F8 – in Accounting Vouchers).

Sales entries can be made in the Voucher as well as Invoice Formats.

Invoicing or sales invoicing is not very different from sales voucher entry. The advantage of using the invoice format for sales invoice entry is that, automatic calculations of taxes and duties (ledger accounts classified under the group 'Duties & Taxes') is possible.
The default Sales Invoice screen appears as:
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Tally prompts for the Sales Ledger to be allocated to - at the beginning of the entry. There after, any number of stock items or account ledgers can be selected one after another – enabling faster data entry. This is possible as the option Use Common Ledger A/c for Item Allocation in F12: Configure on the invoice entry screen is set to YES (by default)

There are two types of Invoices, namely,

Item Invoice > you can select ITEMS for invoicing

Account Invoice > you can select LEDGERS for invoicing

 CLASS ROOM  SESSION: 

 I .  
SRISHTI  OIL  STORES,  RAJAHMUNDRY ,  started  business with a capital of  Rs.100000/-  on  1-4-2006.  Next  record the following  transactions:  
PURCHASE  ORDER: NO. 19     --  COCONUT  OIL  -  1000KG.     Rs.30/-, Palm Oil  500 kg. @ 30/-,   SF Oil 1000  @25/- -  Taxes as applicable -  packing and freight  extra.

PURCHASE ORDER No. 20   -  COCONUT OIL -    500KG. @Rs.35/-      PALM OIL  100kg.  30/-

SF  OIL -600kg.   30/-     cash bill -  taxes as applicable

PURCHASE INVOICE NO.1952






CREDIT






SC & CO, KAKINADA

TO

SRISHTI  OIL STORES, RAJAHMUNDRY
S.NO.
PARTICULARS

                   QTY

           RATE PER

AMOUNT

1.
COCONUT OIL


1000  KG.

35/- PER KG.
    35,000

2.
PALM OIL


  500  KG.

30/- PER KG.
    15,000

                3.
S.F. OIL



 1000 KG.       

30 /-PER KG.            30,000












-----------












   80,000





C.S.T. @  4%





     3,200





SALES TAX 8%
                   



     6,400




SURCHARGE 5%




                        320




PACKING CHARGES 1%




        800




FREIGHT 





        500




COMMISSION
-5%




   - 4,000.











--------------
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II :
Record the transactions :

CREATE  COMPANY


:
SRISHTI   TRADERS


FINANCIAL YEAR



: 
1-4-2006

BUSINESS COMMENCED FROM
:
1-4-2006

METHOD OF ACCOUNTANCY
:
ACCOUNTS-CUM-INVENTORY


 GO  TO  ACCOUNTS INFO  SCREEN  AND  CREATE  THE FOLLOWING  LEDGERS:

CAPITAL,  PURCHASES,  PURCHASE RETURNS,  SALES  ,  SALES  RETURNS,  SC& CO.,  SD & CO, SCR & CO, FURNITURE,  IRON RACKS


NOW GO TO  INVENTORY INFO—CLICK  STOCK  GROUP—AND  CLICK CREATE


CREATE  STOCK GROUPS  :   SOAPS, OILS  


CREATE  UNIT OF MEASUREMENT :  NOS (FORMAL NAME: NUMBERS),  DISMAL PLACES - 0



       KG (KILOGRAM)  DISMAL PLACES – 3


CREATE  STOCK  ITEM :   LUX—-SOAPS—NOS-     ACCEPT/Y  OR  NO -  YES

                                                RIN –—SOAPS—NOS-     ACCEPT/Y  OR  NO -  YES

                                                C.OIL  - OILS- KG-    ACCEPT/ Y  OR NO    YES

                                                PALM OIL –OILS – KG     ACCEPT/  Y  OR NO   YES


NOW GO TO  VOUCHER ENTRY  AND POST THE FOLLOWING ENTRIES AS USUAL:


SRISHTI  TRADERS  STARTED  BUSINESS   WITH RS.500000/-

CREDIT  PURCHASES  FROM  SC & CO


LUX  SOAPS  --  1000 NOS.  @ 5/-


C.OIL     --  1000 KG.  @ 25/-




RIN SOAPS   --    500 NOS.   @ 7/-


P.OIL     -      500 KG.  @ 33/-


CASH  PURCHASES

LUX SOAPS  --    100 NOS.  @ 4/-


C.OIL     -     100 KG.  @ 23/-

RIN  SOAPS --      50  NOS.  @ 5/-                                     P.OIL     -       10  KG.  @ 20/-

CREDIT  SALES  TO  SD & CO

LUX  SOAPS  --   500  NOS.  @ 8/-


C. OIL    -     200  KG.  @ 30/-

RIN  SOAPS   --   200  NOS.  @10/-


P. OIL    -      200  KG.  @ 40/-

CASH  SALES

LUX  SOAPS  --    50  NOS.   @ 9/-


C. OIL   -      100  KG.  @ 30/-

RIN SOAPS   --    100 NOS.   @10/-


P. OIL    -        50 KG.   @ 40/-

OTHER PURCHASES

FURNITURE   FROM  SCR & CO  FOR RS.10000/-

IRON  RACKS  FROM   SCR  & CO  FOR  RS.2000/-

POST  THE  ABOVE  ENTRIES  AND  SEE  THE  BALANCES  IN  STOCK  LEDGERS.
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HANDS ON SESSIONS:

1.
Write the group names for the following ledgers:

1.  
Alt+F4  refers to:  ……………....……….................….…………………………

2.  
Alt+F5  refers to: ………………………...…........................................................
3. 
Shortcut key for  Purchase Voucher:     …….…….……………...……………
4. 
Shortcut key for Sales  Voucher : …...................................................................
5. 
F12 refers to ……………………...…...........  .......................................................
6.  
Measurement  units for oils: ….…...…...............................................................
7.  
Dismal places for  kg..……………...……............................................................
8.  
Formal name  means  ..………………………….…………………………...…
9.  
Soaps & Oils  belong  to  stock ……………………..………………………….
10.  
Item  LUX is  come  under …………………...…group and  under …………...…Category.
2.
One word questions:


1.   
What is stock group ?


2.   
What is the procedure to  create  stock groups?


3.  
List out the options  come under  Unit of measurement ?


4.   
Define Stock Categories ?   When they are created ?

5.   
What is the procedure to create stock item?

6.   
How is Purchase Invoice prepared?

7.   
How is Sales Invoice prepared ?

8.  
What are the options in Inventory Info ?

9.  
What is Purchase Order ? How it is prepared ?
          10. 
What is Sales Order ? How it is prepared ?
►
  AFTER  STUDYING THIS CHAPTER,  THE STUDENT SHOULD BE  ABLE TO KNOW :  



► 
THE INVENTORY FEATURES. 

►  
THE CREATION OF STOCK GROUPS, CATEGORIES 
►  
THE CREATION  OF UNIT OF MEASUREMENT AND STOCK ITEM
►  
THE PREPERATION OF  PURCHASE ORDER AND PURCHASE INVOICE

                             ► 
THE PREPERATION OF SALES ORDER AND SALES INVOICE.

.
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 Lab  session: 

 I :   
RECORD  THE FOLLOWING  TRANSACTIONS: 

 
PURCHSE INVOICE  :   1956 (CASH)     





SCR & CO, KAKINADA

TO

SRISHTI LIFE NEEDS PVT. LTD.  KAKINADA
S.NO.
PARTICULARS

                   QTY

           RATE PER

AMOUNT

1.
COCONUT OIL


  500  KG.

30/- PER KG.
    15,000

2.
PALM OIL


  100  KG.

25/- PER KG.
      2,500

                3.
S.F. OIL



  600 KG.       

35 /-PER KG.            21,000












-----------

    38,500





DISCOUNT -2%                                                                                           -770





C.S.T. @  4%





      1540




SALES TAX 8%
                   



      3080




SURCHARGE 5%




                        154




PACKING CHARGES 1%




        385




FREIGHT 





        111











------------





TOTAL






     43000

(Rupees Forty three thousand only)
 II .
RECORD THE TRANSACTIIONS: 


SRISHTI  OILS BRINGS CAPITAL INTO BUSINESS  RS.500000/-

CREDIT  PURCHASES  FROM  SC & CO  -  ORDER NO.   SC2001

SF OIL             --  1000 KG.  @ 50/-


C.OIL     --  1000 KG.  @ 75/-



GN OIL           --    500 KG.   @ 47/-


P.OIL     -      500 KG.  @ 43/-


PURCHASES  FROM  SC &  CO  -  ORDER NO. SC 2002
SF OIL              --    100 KG.  @ 50/-

               C.OIL     -     100 KG.   @ 75/-

CASTOR OIL --      50  KG.  @ 45/-                                   P.OIL     -     100  KG.  @ 43/-

CREDIT  SALES  TO  SD & CO --  SALES  ORDER NO. SD 0002

SF OIL             --   500  NOS.  @ 55/-


C. OIL    -     200  KG.  @ 80/-

GN OIL           --   200  NOS.  @50/-


P. OIL    -      200  KG.  @ 40/-

CREDIT SALES   TO  SD & CO -  SALES ORDER NO.  SD  0004
SF  OIL            --     50  NOS. @ 50/-


C. OIL   -      100  KG.  @ 30/-

CASTOR OIL  --    10 NOS.  @ 50/-


P. OIL    -        50 KG.   @ 40/-

OTHER PURCHASES

FURNITURE   FROM  SCR & CO  FOR RS.10000/-

IRON  RACKS  FROM   SCR  & CO  FOR  RS.2000/-

POST  THE  ABOVE  ENTRIES  AND  SEE  THE  BALANCES  IN  STOCK  LEDGERS
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    CHAPTER –   8       OTHER INVENTORY  ACCOUNTS

OBJECTIVES:


IN THIS CHAPTER, WE SHALL DISCUSS ON: 
  


►  
BILL – TO – BILL  OPTIONS
    


►   
STOCKS  IN GODOWNS
   


►   
MANUFACTURING  ACCOUNTS
                        

►   
DEBIT   NOTES



►   
CREDIT  NOTES
 8. 1   PURCHASES—SALES ---BILL TO BILL OPTION
Maintain Balances Bill-by-bill (Yes/No)

Yes, if you wish to give a bill-wise break-up of the ledger balance including the opening balance. You may give any number of bills here. The option here would also determine the ability to track transactions according to bill references. The bill-by-bill concept in transactions would be discussed in detail under the Vouchers chapter.

The following information for all pending bills of the previous accounting period would be required when entering the Opening Balance:

Date

Since you are giving the break-up of the opening balance, the date of the bill would naturally be prior to the accounting period. Tally defaults to the last date of your previous accounting period, e.g., 31 March 2001. Change it, if necessary, to the actual date. To end your list of entries, leave the Date or Name blank.

Name

Give a name to which you can later refer when adjusting the bill. Typically, you would give the bill no or document number. Remember, the purpose of the break-up is to enable you to adjust it later when the relevant transaction is squared off.

Due date (or credit days)

Give the credit period or the date when the bill is due. You may give either. Tally automatically calculates the other, another of those small conveniences that make life easier.

Note:  During transaction entry, there would be another concept-that of effective date. If you opt for "using effective dates" instead of "bill dates" the due date would be calculated accordingly.

Amount  :For the amount of the bill due.
You would give particulars of all the pending bills one by one. Tally fills in the difference between your Opening Balance, and the sum of the Bills, and reflects it as 'On Account' at the bottom of the screen. If all your bills exactly cover the Opening Balance, the On Account becomes NIL. You may have Bills totaling beyond the opening balance, in which case the On Account will accumulate aversely. 
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In the example below, we have shown two bills 1000 and 1100 of 5000/- each. Now if the balance brought forward is 12000/- , the On Account amount will reflect 2000/-. If you obtain the bill particulars at a later date, you can always alter the ledger to put in the details, which will nullify the On Account.
                 [image: image25.png][=]
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8. 2.  GODOWNS
You may want to distinguish between stock held on-site and at the warehouse, and this can be done by creating two separate stock locations. You may even amend Tally's default location and create a new location for the warehouse. Tally permits any number of locations that can be grouped and sub-grouped to match the structure you need.

Create a godown

Gateway of Tally—> Inventory Info.—> godowns—>Create

Create number of godowns as required for storage of materials.  We also transfer the stocks from godowns to godowns by using  Stock Journal – Alt+ F7
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Godowns—Stock Journal-Stock transfers

A stock journal is used to transfer materials or stock from one location to another location. Stocks could even simply be shown as consumed or even only produced without both consumption and production. Hence, it is not like other journal where debits and credits must match. 

You can specify quantities that are move as well as their rates and amounts. If standard rates have been entered in the stock item masters, they will appear. In the target location, you can specify additional costs incurred without actually affecting accounting at all. Only the stock value goes up. Hence, it is technically correct where an expense incurred on production or inward has been accounting for in the cost of that item.

The Stock Journal Screen has three parts – the top part accepts general information, the left hand side is the Source location or Consumption Part and the right hand side is the Destination location or the Production Part. While you must furnish the common information required in the top part, you may elect to give information for only the left or the right part or both.

Gate way of Tally —> Voucher Entry —> [ALT]+F7 or Click on Stock Journal

Reference, date and voucher number
If activated for this voucher, reference field will come up. Give a reference number, if required. Voucher number depends upon the settings in Voucher Type.

Source (Consumption)
Here give the name of the item and the location from which it moves or where it is consumed as well as the rate and amount. If the rate is specified in the stock item master, it will be brought up when you indicate the item name. 

8.3 MANUFACTURING ACCOUNTS

Some time in manufacturing units, two or more materials are purchased and mixing or manufacturing into a new product(s).

Suppose a Rice Miller purchase Paddy  and after processing  paddy  is converted into  Rice, Rice bran, Husk and so on…    Hence we also preparing that type of accounts by using Tally !
For this we have to use Stock-Journal is used.  We record  Paddy is raw material consumption  and by-products are recorded as destination material.
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 8. 4  DEBIT NOTE &  CREDIT NOTE

First of all, for use of  Debit note / credit note go to  Features – F 11 and activate  Debit Note & Credit Note  option  as  ‘Yes’

Credit note voucher

Gate of Tally –Accounting Vouchers – select  Debit note  from  Button Menu  or Press  CTRL+F8

For example, a customer returns a part that was incorrectly supplied OR stock damaged or stock defective , we have to use  Credit note and send it to  Sundry Debtor.
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Debit note voucher

Gate of Tally –Accounting Vouchers – select  Credit note  from  Button Menu  or 
Press  CTRL+F9

For example, the company returns damaged goods to a Supplier / Sundry Creditor we have to give debit note  to Sundry Creditor for return of goods.

For inventory records, you will also effect inventory details. 
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 8.5  
STOCK  CATEGORIES

How to manage and operate Cost Categories

To use Cost Categories, you must activate the option 'More than One Cost Category' in [F11] Company Accounting Features.

The default is No for 'more than ONE Cost Category'. In this state, Tally creates a single Cost Category called 'Primary Cost Category'. All cost centres created, prior to enabling this feature, go into this category. Now after activating it, you would need to create the new cost categories, and alter the existing cost centres to bring them under respective cost categories.

Create a Cost Category

Gateway of Tally > Accounts Info. > Cost Categories > Single Create
Name

The name of the cost category, e.g., Products. Earlier, we had created Departments, Branches and Executives.

Note: There is no sub-classification of cost categories and hence you do not find an 'Under' option. Though there is a primary cost category, it is not a parent of other categories.  

Allocate Revenue Items (Yes/No)

Enable this option to allocate all sales, purchase, expenses and income related transactions to cost centers that you will create under cost categories. Normally, you would enable this option. However, should you need to allocate only capital/non-revenue items only to cost centers in this cost category, disable it by selecting 'No'.

They wish to monitor the capital expenditure incurred on cost centers and measure them against revenue earned. Hence, recognizing this trend, Tally has provided this facility.

Note: Remember that you must enable either revenue or non-revenue item or both. You may not disable both. Tally sets a default of Yes for revenue items and No for Non-revenue.

Alter a cost category

Gateway of Tally > Accounts Info. > Cost Categories > Single Alter >List of Categories
Simply alter any detail in the cost category. The display option is exactly like alter but without the ability to modify anything in the screen.
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Delete a cost category

Gateway of Tally > Accounts Info. > Cost Categories > Single Alter >List of Categories
You may delete a cost category that does not have any cost centre under it. Use <alt>+<D> to delete. Tally does not allow deletion of a cost category which has cost centers.

.8.6
Create a Cost Centre
Gateway of Tally > Accounts Info. > Cost Centre > Single Create
Category

This field appears only when you have opted for 'more than ONE Cost Category'. Otherwise, Tally automatically creates a 'Primary Cost Category' to which all cost centers are assigned. This default Primary Cost Category is transparent to you and you need not worry about it till you want more than one cost category. (Cost categories have been explained above and under Advanced usage).

You will normally not need more than one category and should not use it till you are absolutely sure that the same information is not available with cost centers alone. We shall create a primary cost centre Bangalore.

Name

The name of the Cost Centre. We create the Cost Centre 'Bangalore' here.

Under

This field is for the parent cost centre of the cost centre Bangalore under creation. You had already created a Primary Cost Centre Departments with cost centre Marketing, Salesman A, Salesman B and Salesman C. You may put the cost centre Bangalore under any one of these. However, since it would not be suitable you may have it as a primary cost centre. Assign Bangalore to Primary and accept the screen. You may go on to create a new Cost Centre 'Finance' under 'Departments' as an exercise.

Cost centre is often unnecessary and your information is more meaningful if you allocate to the lowest levels (similar to ledgers).

:
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Class Room session
 I. 
SRISHTI  TRADING CO, KAKINADA,  A PROPRIETORSHIP FIRM  DEALS WITH  SOAPS AND STARTED FROM  THE FINANCIAL YEAR  2005-06

RECEIPTS:    01-04-2005  --  
CAPITAL                    
RS.120000/-

PURCHASES: FROM : GITA  STATIONERY  STORES
   --     STOCK  ITEMS


BILL NO.117/.2-4-05
 RS.1200  : 


 LUX
120 @ RS.10/-;

         BILL NO.152/ 9-8-055
 RS.1000


 LUX
100 @ RS.10/-
                     BILL NO.159/16-01-06    RS.550


                RIN
  50 @ RS.11/-


PURCHASES FROM:  APURBA  DISTRIBUTORS


BILL NO.672/18-10-05
RS.2200



RIN
 200 @ RS.11/-


BILL NO.857/16-3-06
RS.2100 


RIN        100 @ RS.11/-







LUX      100 @ RS.10/-


PAYMENTS  :   GITA   STATIONERY STORES

BILL NO.117/.2-4-05
RS.1000





BILL NO.152/9-8-05
RS.1000




BILL NO.159/16-01-06
RS.500



PAYMENTS:  APURBA  DISTRIBUTORS






BILL NO.857/16-3-06
RS.1500
BILL NO.672/18-10-05
RS.1700


II
CREATE COMPANY   SRISHTI TRADING COMPANY, MAIN ROAD,  KAKINADA,  BUSINESS  FROM 1-4-2005—USE  A/C-CUM-INV. METHOD  - CAPITAL  RS.50000/-

GO TO  CONFIGURATIONS -  OR PRESS  F11 – CHOOSE  STOCK  CATEGORY     – TYPE  YES   

· CHOOSE  MULTIPLE GODOWN -  TYPE  YES


CREATE  STOCK GROUPS  

:     H.L.L.  BROOKBOND 


CREATE  GODOWNS   
  

 :    GN-1,  GN-2


CREATE  UNIT OF MEASUREMENT 
:     GR (GRAMS)  DISMAL  PLACES – 0



                       
      PKT (PACKET)     “                “”     -  0


CREATE  STOCK  ITEM :   


SURF/H.L.L-  DETERGENTS—PKTS                         ACCEPT/Y  OR  NO -  YES


COFFEE / BROOKBOND  - DRINKS –GR                 ACCEPT/ Y OR   NO    YES


CREDIT  PURCHASES  FROM  SUN & CO


SURF                 --  1000 PKT.  @ 5/-
     GN-1
         COFFEE                    --  1000 GR.  @ 25/-
     GN-2


CASH  PURCHASES


SURF                       100  PKT.  @ 4/-
     GN-1
         COFFEE                    -    100 KG.  @ 23/-        GN-2


GODOWN TRANSFERS :    USE  BUTTONS   --  ALT + F7
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STOCK ITEM


FROM GODOWN
  TO GODOWN


SURF      
-- 150 NOS.
 GN-1


  MAIN LOCATION    --  100 NOS.



      


                                  
  GN-2                            --    50  NOS.


COFFEE                   - 150 NOS.            GN-2


  MAIN LOCATION    --    75 NOS.

                                      


 

  
  GN-1

        --    75 NOS.
.                                          

CREDIT  SALES  TO  DUN & CO


SURF      --    500  NOS.   @ 8/-    GN-1       COFFEE       -     200  KG.  @ 30/-     GN-2

CASH  SALES

SURF      --    50  NOS.   @ 9/     M.L     COFFEE      -     100  KG.  @ 30/-    M.LOCATION

III
CREATE  COMPANY
    : SRISHTI RICE MILLS,  KAKINADA

FINANCIAL YEAR
 : 1-4-2005           METHOD   : ACCOUNTS   CUM   INVENTORY


PURCHASE INVOICE NO.52






CREDIT






SC & CO, KAKINADA


TO


SRISHTI  RICE MILLS , RAJAHMUNDRY

S.NO.
PARTICULARS

            QTY

         RATE PER

AMOUNT

1.
PADDY


          10  M.T..
                 7000/- PER MT.
70000-00











             --------------


 
 RS. SEVENTY THOUSAND ONLY





70000-00
ON MILLING OF 100 KG. OF PADDY,  THE FOLLOWING BI-PRODUCTS ARE RECEIVED:

 
 70KG. OF RICE, 


15KG OF RICEPIECE, 

10KG OF RICEBRAN, 


3 KG OF  HUSK  AND  2 KG OF SCRAP 
--------------------------------------------------------------------------------------------------------------------------------------------
SALES INVOICE  :   NO.555






CREDIT

KRISHNA RICE MILLS, RAJAHMUNDRY

TO

SCR & CO, KAKINADA

S.NO.
PARTICULARS

                   QTY

          RATE PER

AMOUNT

1.
RICE

  
500  KG.

15/- PER KG.
   
 7,500

2.
RICE PIECE

100  KG.

10/- PER KG.
      
 1,000

               3.
RICE BRAN

 60  KG.       

8 /-PER KG.          
   480


4.
HUSK


 10  KG


5/- PER  KG

     50


5.
SCRAP


  5   KG


1/-


       5












-----------

9035

-----------

DISCOUNT 2%,   C.S.T. @  4%,  SALES TAX 8%,
 SURCHARGE 5%,   PACKING CHARGES,   FREIGHT COMMISSION
1%
.

102
HANDS ON SESSIONS:

1.
Write the group names for the following ledgers:

1.  
Ctrl+F8  refers to:  ……………....……….................….…………………………

2.  
Ctrl+F9  refers to: ………………………...…........................................................
3. 
Shortcut key for  Stock  Journal:   …….…….……………...…………..………
4. 
Debit note  mostly used in …...........................................................transactions.
5. 
Credit Note  mostly used in ...  ........................................................transactions.
6.  
Compound units  generally used for  ...............................................................
7.  
……………………………..grams  for  one  Kg.
8.  
Short cut key for  Saving a voucher ………………..…………………………
9.  
Short cut key for new ledger creation……………..………………………….
10.  
Alt+F7  refers to : …………....……….................………………………………
2.
One word questions:


  1.   
Explain the main features in Bill-to-bill option ?


  2.   
What is the procedure to  create  a godown?


  3.  
What is Stock Journal ?  When it is used ?

  4.   
Define Debit Note ?   When it is used ?

  5.   
Define Credit Note?  When it is  used ?

  6.   
Explain the term ‘ Stock returns’?  How many returns are there ?

  7.   
Write  some  by-products ?


  8. 
Explain the features of  Categories?


  9.
Explain  how to create a  Cost Centre ?


10.
What is Prime Cost ?
►
  AFTER  STUDYING THIS CHAPTER,  THE STUDENT SHOULD BE  ABLE TO :  



► 
MAINTAIN  BILL BY BILL  BREAK UP LEDGER ACCOUNTS.. 

► 
DO  MAINTAIN  ACCOUNTS  OF GODOWN  STORAGE AND TRANSFERS. 

►  
DO  MANUFACTURING  ACCOUNTS – BY-PRODUCTS  ACCOUNTS
►  
KNOW  THE USE OF  DEBIT NOTE AND CREDIT NOTES
                             ► 
DO  CORRECTION ENTRIES  ON PURCHASES  AND  SALES..

►
MAINTAIN  COST  CATEGORIES  AND COST  CENTRES.
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Lab Session:

 I. 
SALES INVOICE-SALESTAX, SURCHARGE, DISCOUNTS

CREATE COMPANY
:  SRISHTI  COM. NEEDS  -  CAPITAL   RS.10 LACKS

FINANCIAL YEAR BEGINS FROM
:  1-4-2005

GO TO FEATURES(F11)  
CLICK YES  ON SALES ORDER PROCESSING, INVOICING , 
DISCOUNT COLUMNS, ACTUAL AND BILLED QTY.


STOCK GROUP:  CPU,  MONITOR, KEY BOARDS,  MEASUREMENT :  NOS.


STOCK ITEM:  CPU 128 RAM, CPU 64 RAM;  MONITOR 15”,  KEY BOARDS:  ACER, SAMSUNG

TRANSACTIONS:

CASH PURCHASES:  

CPU 128 RAM

20 X 10,000
2,00,000/-     2 NOS. FREE

CPU   64 RAM
                30 X   8000
2,40,000/-     3 NOS. FREE

MONITOR 15”
                30 X   5000
1,50,000/-     3 NOS. FREE

KEYBOARD ACER            200 X    300
   60,000/-     2 NOS. FREE

KEYBOARD SAMSUN      100 X    400                 40,000/-     2% DISCOUNT


SALES INVOICE:
SDR & CO
 S.NO.               NAME OF THE ITEM

QTY.               RATE/UNIT        AMOUNT

1) 
CPU 128

  10 @ 12000/-
               + 1 FREE
                               120000

2)
MANITOR 15”        10 @ 6500/-

+ 1 FREE
                 65000

3)
KEY BOARD-SAMSUNG 20 @ 500/-
+ 1 FREE        
 
  10000







                        
           
195000/-


DISCOUNT  2%,  SALES TAX 4%, SURCHARGE 5%, PACKING CHARGES 1%, 


FREIGHT  RS.500/-
         


PREPARE THESE  THREE  SALES INVOICES:

1) CPU  128 -  5 X 12000/-  + FREE

2) MANITORS 15” – 5 X 6500  +  3% DISCOUNT

3) KEY BOARDS  10 + 2 FREE  @ 350 + DISCOUNT 1%


 FOR THE ABOVE THREE THE FOLLOWING ARE THE ADDITIONAL EXPENSES

1. SALES TAX 5%, SURCHARGE 5%, PACKING CHARGES 1%, FREIGHT 0.5%
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II:

CREATE  COMPANY


: SRISHTI OIL  STORES,  KAKINADA

FINANCIAL YEAR


: 1-4-2005 – 31-3-2005

BOOKS BEGIN FROM


: 1-4-2005

METHOD OF ACCOUNT

: ACCOUNTS   CUM   INVENTORY

GO TO  ACCOUNTS INFO AND CREATE THESE LEDGERS:

SC & CO (SC), PURCHASES, SALES,  C.S.T.,  SALES TAX, SURCHARGE, PACKING CHARGES, FREIGHT,

COMMISSION , DISCOUNT, SCR & CO.

GO  FEATURES (F11) CLICK YES  ON  --  DEBIT NOTE/CREDIT NOTE

GO TO INVENTORY INFO  AND CREATE THESE ENTRIES:

GROUPS:  OILS,  

MEASUREMENT:  KG.,  

STOCK ITEM:  COCONUT OIL, PALM OIL, SF OIL

PLEASE SEND AN ORDER TO THE ABOVE PARTY FOR THE FOLLOWING ITEMS:

1.  COCONUT OIL     1000 KG.   35  PER KG.  

2.  PALM  OIL              500 KG.   25  PER KG.    1% DISCOUNT

3.  SF OIL                    1000 KG    28  PER KG. 

TAXES  AS APPLICABLE:

PURCHASE INVOICE NO.1952














SC & CO, KAKINADA

TO

SRISHTI  OIL STORES, KAKINADA
                S.NO.
PARTICULARS

                   QTY

           RATE PER

AMOUNT

1.
COCONUT OIL


1000  KG.

35/- PER KG.
    35,000

2.
PALM OIL


  500  KG.

30/- PER KG.
    15,000

                3.
S.F. OIL



 1000 KG.       

30 /-PER KG.            30,000












-----------












   80,000





C.S.T. @  4%





     3,200





SALES TAX 8%
                   



     6,400




SURCHARGE 5%




                        320




PACKING CHARGES 1%




        800




FREIGHT 





        500




COMMISSION
-5%




   - 4,000.











--------------

RS. EIGHTY SEVEN THOUSAND TWO TWENTY ONLY)




     87220
In the transit  20 packets of  coconut oil is damaged,    10  packets of Palm oil received excess and   5 packets of SF oil  is  received short.  Commission is added in the invoice instead of deduction.  Any  wrong  calculations in the Invoice , adjust  by using  Debit note  and  Credit notes.

105
 III.
Create  these  cost  Categories  and cost  centers:


CREATE      :  SRISHTI  INFO.COM       FINANCIAL YEAR: 2005-06,  

BOOKS FROM 1-4-01     METHOD     :  ACCOUNTS ONLY


GO  TO  FEATURES (F11) AND SELECT  :  COST CATEGORIES & COST CENTRES


COST CATEGORES                                   CREATE COST CENTRES  


OFFICE EXPENSES



KAKINADA

HYDERABAD


PRODUCTION EXPENSES

UNIT I


UNIT II


CAPITAL  10000


CASH AT BANK  600


CASH ON HAND  1400


PLANT & MACHINERY 5000


LAND 3000

EXPENSES                 TOTAL         
UNIT – I    UNIT- II        KAKINADA    HYDERABAD

WAGES
 
1100

500
         600

FREIGHT
  
2000
          
1000
       1000
      

PURCHASES

50000
       
 30000
     20000

FUEL
 
2600
          
1400
       1200

WATER
  
1300

 600
         700

COMMISSION
1100                                                           
       450
           
 650

RENT(F)
  
4000
          
2000             2000               

INSURANCE
    
300

               150
         150
      

SALARIES
  
9000




     5000
                4000

STATIONERY
4000
          
1500              2500               

SALES

60000




    28000       
32000

PREPARE  COSTS  AT  UNIT-I, UNIT-II, KAKINADA, HYDERABAD


 IV.
NOW  PREPARE THESE COSTS

COSTS  CATEGORY:  OFFICE EXPENSES


COST CENTRES:  DEPARTMENTS OF FINANCE, PERSONAL, 

MARKETING, PRODUCTION, ACCOUNTS,

EXPENSES:             TOTAL          FIN.   
 PER.        MAKT.   
   PDN.       A/C

TRADEEXPENSES   2500
  500
  500
         500
    500          500


SALARIES                 2000
  500
  450
         550
    600          400


WAGES                    10000           
1000       1000            1000
  
  4000        3000


STATIONERY           1450               200
  250               300
    500          200


RENT                          2800
  500
  450
         600
  1000          250


COMMISSION          3000
    --             --             1400                1600          -----
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    CHAPTER –   9       





V A T

OBJECTIVES:


IN THIS CHAPTER, WE SHALL DISCUSS ON: 
  


►
FEATURES   IN  VAT



►
VAT  CLASSIFICATION


    


►   
PURCHASE  LEDGER
   


►   
SALES  LEDGER
                

►
VAT  REPORTS        


 9.1   V A T
Value added tax  is a form of sales tax.  It is collected in stages on transactions involving sales of goods.  Tax paid on purchases (input tax) is rebated against tax payable on sales (output tax).  It is a simple and transparent system of taxation that is fair to business and consumers.  VAT is levied on sales of all taxable goods.  VAT is not levied if sales of goods are not made in the course of or in furtherance of business.

Value added tax (VAT) is a tax on the value added at each stage of production and distribution process and can be aptly defined as one of the ideal forms of consumption taxation since the value added by a firm represents the difference between its receipts and cost of purchased inputs.
TIN:   After Registration under VAT,  the Department of Sales Tax  is allotted 11 digit  Registration Number called  as TIN (Tax payers’ Index number)
VAT is completely integrated with Tally 7.2. The VAT functionality in Tally 7.2 supports the following features, making it easier for computation:

· Quick & easy setup 

· Fast & error-free voucher entry 

· Pre-defined list of sales & purchase classifications

· Complete tracking of each transaction till annual returns

· Printing of Tax invoice and VAT computation report

· Better VAT-returns management

· Monthly Returns.

 9.1.1.
VAT   TERMINOLOGIES

VAT  Input  or Input  Tax
: Tax paid at the time of  purchase

VAT  Output  or Output Tax  : Tax charged at the time of sale

Input  Credit
: Amount of input tax is permitted to be set-off against the output tax.
Rate of VAT :   The goods are categorized under  550 (approx) categories under VAT System.  The goods are broadly classified into four groups, based on the VAT  Rate:  
VAT @ 4%

The largest number of goods (270) comprising of basic necessity items such as drugs and medicines, agricultural and industrial inputs, capital goods and declared goods are under 4% VAT rate.
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Exempted from VAT

There are about 46 commodities under the exempted category. This includes a maximum of 10 commodities that each state would be allowed to select, from a broader approved list for VAT exemption.  The exempted commodities include natural and unprocessed products in unorganized sector as well as items, which are legally barred from taxation.

VAT @ 1% 

This is for a specific category of goods like gold, silver, etc.

VAT@12.5%

The remaining commodities are under the general VAT rate of 12.5%.

Sale on  MRP:  A retailer sells goods at MRP  or retail invoice without separately showing tax on the invoice.

VAT  liability  =  MRP  X  tax fraction – Purchase price  X tax fraction.                Tax fraction for this purpose is  R/ ( l +R)  where  R  is rate of tax in  Fraction .
	Rate  of  VAT
	Tax Fraction

	Goods taxable at 1%
	0.0099

	Goods taxable at 4%
	0.0385

	Goods taxable at 12.5%
	0.1111

	Goods taxable at 20%
	0.1667



Example:  The goods are taxable @12.5%. The Tax Fraction is  0.1111


Dealer sells for Rs.180/- to Retailer and  Retailer sells on  MRP of Rs.200/- to            Customer  :  VAT  liability of Retailer  is :

= MRP x tax fraction –purchase  price x tax fraction                      


= 200 x 0.1111 – 180 x 0.1111   =  22.22 – 20.00  =  Rs.2.22

 Enabling  VAT  in Tally:   Alter  the existing company to enable  Indian  VAT :


Gateway of Tally – F3 : Comp. Info  --  Alter :

In VAT enabled Tally, the Company creation screen has the following additional fields:
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· Use Indian  VAT ?  yes

· Applicable from : Type the date from which VAT is applied

· VAT TIN  Number:  It is the Trader/Tax Payer’s Identification Number which is acquired from the Assessing authority.
 9.2
VAT Classification

It is a list of VAT rates, which describes the nature of the Business Activity and the type of transaction. These are in-built in the system and will be updated if and when any statutory changes take place. Some of the classifications are:

· InputVAT@4%  

· InputVAT@1%

· InputVAT@12.5%

· OutputVAT@1%

· OutputVAT@4%

· OutputVAT@12.5%

· Purchases - Capital Goods

· Purchases - Exempt

· Purchases from unregistered dealers

Depending on the type of the business, type of transaction, and the statutory requirements of your State, you will need to select the appropriate classifications from the list during Ledger creations, voucher entries, etc. This is explained in detail in the following sessions. 

The Sales and Purchase transactions are segregated based upon the classification selected during voucher entry and shown in the VAT computation. Thus, you can see in the VAT Computation, the classification-wise VAT and Nett Values. 
 9.3 
Ledger Masters

The VAT Classification will be displayed as a drop down list in the Ledger Masters. Tally gives the flexibility to the user, to either have the classification selected in the Ledger Master tagged to all transactions, Or, select different classifications each time during voucher entries. This is explained in detail in the Vouchers and Transactions section.  

The Ledgers that are affected by VAT are:
· Purchase Ledger
· Sales Ledger 

· Duties and Taxes Ledger
· Direct Expenses/Income
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 9.3.1  
Purchase Ledger 

The following additional fields, pertaining to VAT, can now be seen in the Ledger entry screen (Gateway of Tally > Accounts Info > Ledger > Create/Alter).
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Used in VAT Return

Set this to Yes if you wish to select VAT classifications for this Ledger. Once you set this to Yes, you will see the Default VAT/Tax Class field.
Default VAT/Tax Class

Select the required classification here from the drop down list as shown above. The drop down list consists of the Purchase classifications pertaining to your state. If you do not wish to select a classification at the Ledger level, you can set this to Not Applicable.

Note: Tally gives the flexibility to the user, to either have the classification selected in the Ledger Master tagged to all transactions, Or, select different classifications each time during voucher entries. This is explained in detail in the Vouchers and Transactions section
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9.3.2   Sales Ledger 
Like in the Purchase Ledger screen, select the required VAT/Tax classification in the Sales Ledger too (Gateway of Tally > Accounts Info > Ledger > Create/Alter.)
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 9.3.3.
 Duties and Taxes Ledger
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Note: If you have VAT and TDS enabled, the list will also include TDS.
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Default VAT/Tax Class

Like in the Purchase and Sales Ledger, this is a drop down list containing the VAT classifications. Select the appropriate classification or select Not Applicable if you wish to select the classifications at the Voucher level.

Percentage of calculation

This will display the VAT rate that you selected in the Default VAT/Tax class field. 

Method of calculation

This will display On VAT Rate if you have selected VAT under Type of Duty/Tax.
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Default VAT/Tax Class

On selection of CST for Type of Duty, you can select either Inter-State Purchases or Inter-State Sales for Tax Class. Once you select this, you need to manually enter the Percentage of Calculation.
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9.3.4.
Direct Expenses / Income Ledger 

The VAT related fields in the Direct Expense ledger is the same as for Purchase and Sales Ledgers.
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Similarly, for Direct Income Ledger

 9. 4 
INTER STATE  TRADE AND  CST :
Inter-State Purchases/Sales  attract Central Sales Tax  (CST)  which is not set off against  Output VAT on sale within the state or output CST in inter-state sales.  The CST paid is treated as a part of procurement cost. 

Create Inter-state purchase /sales  ledger under the group purchase/sales account.  Set the option  Used in VAT Returns  to Yes  (Select VAT/Tax class to Inter-state purchase) and Inventory values are affected  to Yes.

Create Input CST ledger under the group Purchase/ Sales account  (enable the option used for calculation to  Yes)  Set the option  used in VAT Returns?  And Inventory values are affected to Yes.  Don’t forget to select  VAT/Tax class to Inter-state purchase.

Percentage of Calculation (Rate) may be taken as 4% and the Method of Calculation may be selected as  On Total Sales.

Create the Party ledger under the group of Sundry Creditor / Sundry Debtor  Type No for the option Inventory values are affected ?
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 9.5 
VAT  REPORTS

The  reports pertaining to VAT may be displayed:


Gateway  of  Tally  --  Display  -- VAT  Reports :-
· VAT  Computation

· VAT Forms

 9.5.1 
Computation of VAT

You can go to the VAT Computation screen via Gateway of Tally > Display > VAT Reports > VAT Computation.

Purchase Ledger > Sales Ledger > Duties and Taxes > Purchase Voucher > Sales Voucher
VAT Calculations

The following are the transactions we made:


 


1. Purchased from Creditor-1, 100 quantities of item1 at the rate of Rs.50 each. 

 
    The Input VAT@4% for this amount is Rs.200.

 

. 
2. Purchased from Creditor, 100 quantities of item2 at the rate of Rs.50 each. However  we applied a discount of Rs.200 here. Also, Excise tax of Rs.800 and Educational Cess of Rs.16 were levied on this. 


 


Therefore we applied the InputVAT@4% on the Assessable value of Rs.5616, which is Rs.224.64.     Therefore total Input VAT = Rs.200 + Rs.224.64 = Rs.424.64

 

3. Sale of 50 quantities of item1@Rs.300 to Debtor-1 . OutputVAT@4% = Rs.600. 

 

4. Sale of 100 quantities of item @ Rs.100 each. Output VAT@1%= 100

 
Therefore total Output VAT = Rs.600 + Rs.100 = Rs. 700

 
Therefore VAT Payable-> Output VAT - Input VAT = Rs.275.36
 9.5.2.
VAT  FORMS
You can go to the VAT Reports screen via 

Gateway of Tally > Display > VAT Reports > VAT Forms
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Class room session:


Prepare the necessary Ledger accounts, stock accounts and make Voucher entries.  Display the P & L and Balance Sheet of  Srishti Bulbs Pvt.Ltd.






 1. 
Srishti Bulbs pvt. Ltd., Pratapnagar, Kakinada-533004, A.P., dealers in different types of Fans & bulbs started business on 1-4-2005 with  Building Rs.75000/-,Furniture Rs.20000/- and Cash Rs.25000/-

 2. 
On 5st April opened an SB A/c in Indian Bank by depositing Rs.5000/- on 5-4-2005 –Account No.1952.  Taken a Loan on 6th April,2005 from Syndicate Bank amounting to Rs.15000/- Loan A/c No.2591.

 4. 
On 7th April purchase 25 Ceiling Fans @ Rs.750/- each, 30 Table fans @Rs.225/-each from M/s. Jain Electronics, Yanam vide Bill No.110, dated 7/1/05 due 10 days. CST 4% and VAT 12.5% extra.

 5.
On 10th April purchase 50 Tube lights @Rs.35/-each 
from Bajaj Electricals,. Pune vide bill no.40 D/10-4-05 due 10 days. CST @4% and VAT @12.5%, packing & forwarding charges Rs.500/-

 6.
On 12th April, purchased 10 chairs @RS.100/- for office use by paying cash. 4% Sales tax and 5% surcharge extra, freight Rs.500 extra.


On 12th April,3 tubes @Rs.45 each sold to Ms.Samyukta,Mumbai vide Invoice No.111, dated 12th April, 2005. CST4% + VAT 12.5% extra

 7. On 13/4/2005 -2 Ceiling Fans @Rs.1000/- each and 2tube lights @45/- each  sold to Mr.Ramanath, Yanam vide invoice No.112, dated 13/4/05  due date 20/4/05, CST4% +VAT 12.5%extra

 8.
On 15/4/2005 Miss. Samyukta, Mumbai returned  1 tube from invoice no. 111, dated 12-4-05 and paid rs.80/- in full settlement. Balance Rs.10/-  is not paid so far

 9.
On 17/5/05 Rs.500 deposited into Syndicate Bank.

10. On 20/5/02 sold 10 Table Fans @290/-each to Mr.Chiranjeevi of Hyderabad vide bill NO.113, and received cash Rs.2000/- on account, CST4% + 12.5% VAT extra

11.
On 25/4/05 ,  15 tube lights @32/- purchased from M/s.Jain Electronics vide bill NO.514-due date 30-4-05. 4% CST + VAT Tax of 12.5% extra and freight charges 150/- 

12.
On 25/4/05 Syndicate bank charged the interest on Loan Rs.150/-, Paid Rs.1000/- towards Loan account.
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HANDS ON SESSIONS:

1.
Write the group names for the following ledgers:

1.  
VAT  refers to:  ……………....……….................….……………………………

2.  
CST  refers to: ………………………...….............................................................
3. 
Input  VAT  tax charged on  :   …….…….……………...……………...………
4. 
Output VAT tax  charged on : …........................................................................
5. 
Tax charged on Inter-State  Trade  is  called  ...  ..............................................
6.  
A.P.G.S.T. means    ……………………………………………………………...
7.  
TIN  refers to …………………………………………………………………….
8.  
TIN  Number is having    ………………………………………digits  Number 
9.  
PAN   number  is having  ……………..……………………… digits  Number 
10.  
VAT  is alternative Tax  of  ...……….................…..……………………………

11.
MRP  means  …………....………………...............….……………………………
2.
One word questions:


1.   
Define   VAT ?


2.   
What are the main features of  VAT?


3.  
What are the taxes mostly come under  VAT ?

4.   
Explain  Input VAT tax ?   When it is used ?

5.   
What is  Output  VAT tax ?   When it is  used ?

6.   
What is the procedure  in creating  a Purchase ledger in VAT  system ?

7.   
Explain  the procedure to calculate VAT  on MRP Price ?
►
  AFTER  STUDYING THIS CHAPTER,  THE STUDENT SHOULD BE  ABLE TO :  



► 
KNOW  THE  FEATURES IN  VAT

►  .
CALCULATE  THE  RATES IN  VAT
►  
CALCULATE  TAX  ON   MRP  SALES
►  
CREATE  LEDGERS  UNDER  VAT  SYSTEM
                             ► 
RECORD  TRANSACTIONS  UNDER  VAT  SYSTEM


►
GENERATE  VAT  REPORTS
.
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Lab  Session :

Prepare the necessary Ledger accounts, stock accounts and make Voucher entries under VAT System.




 1. 
Srishti Life needs pvt. Ltd., Kakinada-533004, A.P., dealers in different types of oils  & Soaps,  started business on 1-4-2005 with  a capital of Rs.10000/-
 2. 
Opened an Overdraft A/c in Indian Bank with Rs.50000/-.Purchased Furniture for Rs.4000/- and  stationery for Rs.1000/-.  Advance Rent paid Rs.5000/-
 3. Purchased 2500 kg. Palm oil @ Rs.45/- per kg. and 1000 kg castor oil @Rs.75/-kg from M/s. Ravi Traders, Yanam vide Bill No.110, dated 1/4/05. CST 4%.
 4.
Purchase 500 kg. CC Oil @Rs.75/-each from Bajaj Traders, Ambajipeta.  bill no.40 D/1-4-05, VAT @12.5%, packing & forwarding charges Rs.500/-

 5.
Purchased 1000 Lux soaps @RS.10/-by paying cash from Calcutta. 4% CST tax and 5% surcharge extra, freight Rs.500 extra.

300 Lux Soaps @Rs.15 each sold to Ms.Samyukta,Hyderabad  vide Invoice No.111. CST4% + VAT 12.5% extra

 6. 2000 kg. Palm Oil @Rs.50/- per kg and 200 kg. castor oil @80/- kg   sold to Mr.Ramanath, Kakinada vide invoice No.112,CST4% +VAT 12.5%extra

 7.
Miss. Samyukta, returned  30 Lux soaps from invoice no. 111, and received cash of  rs.3000/- in full settlement.
 8.
Rs.2500 deposited into Indian Bank. Rent paid by cheque for Rs.2500/- to house owner.
 9. Sold 100 kg CC oil @90/-each to Mr.Chiranjeevi of Hyderabad vide bill NO.113, and received cash Rs.6000/- from Chiranjeevi on account, 12.5% VAT extra and freight Rs.500/-
10.
500 kg Palm oil sold @ Rs.50/- to  M/s.Jain Oils  vide bill NO.14-4% CST + VAT Tax of 12.5% extra and freight charges 150/- 

11.
Indian bank charged an interest on Loan Rs.1500/-, Cash Paid into Bank Rs.1000/- towards Loan account. Salaries paid Rs.2000/-.
12.
Purchased  SF oil 1000kg. @48/- from Nagapur for cash @4% CST. Freight @1%,  Discount  2%

13. Sold  SF oil 500kg. @ Rs.50/- per kg. to Nagarjuna, Hyderabad for cash @4%CST and 4% VAT Tax.
 14. 10 kg. of CC oil returned to Balaji  Traders, Ambajipeta.
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    CHAPTER –   10       


       OTHER ACCOUNTS

OBJECTIVES:


IN THIS CHAPTER, WE SHALL DISCUSS ON: 



► 
BUDGETS, BUDGET CONTROLS




►
SECURITY, SECURITY CONTROLS



► 
INCOME & EXPENDITURE ACCOUNT




► 
BANKING  TRANSACTIONS




►
SERVICE TAX  AND  TDS
                                           ►
SPLIT  FINANCIAL  YEARS
10. 1
BUDGETS & BUDGET  CONTROLS
How to Manage and Operate Budgets?

Gateway of Tally > Accounts Info > Budgets > Create
Name

Give the budget a name, in this case, Corporate Budget. As you may have other budgets as well, the name distinguishes them.

Under:

In the true Tally tradition, you can have a hierarchical budget set-up. At the top level is the Primary Budget. You can set up more than one Primary Budget. Under each Primary Budget, sub-budgets can be created.
Period of Budget

Specify the period of the budget. The period could be a month, a year or any period starting from any date to any date.

Set/Alter Budgets of

You may want to set the budget for groups of ledger accounts or for ledger accounts individually or for cost centers or all of them. We shall take up budget for group only. Follow the same process for setting budgets for individual ledgers and cost centers.

Budget for Ledger Accounts

Gateway of Tally > Accounts Info > Budgets > Create
You may choose Alter if a Budget exists for other entities like Groups and Cost Centers but not for Ledgers.

Name for the Budget

1. Give the name of Budget. E.g. Corporate Budget under Primary Budget.

2. Specify the period of the Budget. The period could be a Month, a Year or any period starting from any date to any date.
3. Under Set/Alter Budgets of, you may set the budget for groups of ledger accounts or for ledger accounts individually or for cost centers or all of them. 
4. Here we shall take up Budget for ledgers. Hence, set Yes under Ledgers and let others remain No.

5. Select the ledgers for which you wish to set the Budget.
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10.2 
SECURITY,  SECURITY CONTROLS
Security Levels – Types of Security




Tally has a very customizable security system. You can set up authority levels and users who are placed at these levels. The authority levels or Types of Security decide the rights of the users – what they can or cannot do when using Tally.

Tally has two security types already set up. One is Owner and the other Data Entry. Owner has full access and rights to all parts of Tally, except Tally Audit & Company Alteration screen which are reserved for the Administrator alone. Data Entry has restricted rights. You are allowed to create other security types based on these predefined types and allow more or less rights as required.

Gateway of Tally > [ALT]+F3:Create Cmp >Security Control
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Owner has full access rights. The other predefined type, Data Entry, is based on owner but is restricted by default. The default settings for Data Entry are as follows. You can change them to allow more or less rights as necessary.

Types of Security [Enter] > Data Entry[Enter

Create a New Security Level




Types of Security > Data Entry > [Down Arrow]
(Press the down arrow key at the option data entry.)

1. This is one of the few places in Tally where you create a new entry in this fashion. 

2. Type the new security level, e.g. Manager
3. Press [enter] to bring up the Level Definition screen
The Level Definition Screen

Name of security level:  This defaults to the name you have created.
Use Basic Facilities of The default is the owner. However, the other option is also available – Data Entry. If the popup list does not appear when you are at the field, press D – beginning to type the word. Going back from the next field will also pop it up. The new level Manager will, likewise, be available when you create a next level.
Disallow the following facilities/Allow the following facilities

The screen is now divided into two broad columns each have two sub-columns. The left side is to disallow access to the various options of the system. The right side allows the security level the different facilities.

The different access rights options – Types of Access - are available in a pop-up list when the cursor is on an access rights field (the first left column in the screen above). The options sought to be controlled, are on the right (the second column from the left).

Users and Passwords

You would need to create different users who belong to one or more different security levels or types of security. Select the option at the Security control menu to define users, give their passwords and their security levels. Only the administrator can assign users and their passwords.  You need to create security levels first and then users
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Alter/Display a user or type of security

There is no separate menu option to alter or display a security option. Use the same menu to display or alter user or security level set-up. 
To delete a user, simply blank out the user name and accept the screen. 
Do the same for a security level. 
Obviously, if you have defined a user under a security level, then the security level cannot be deleted before deleting the users under it.

To disallow access to different options; 
First select the type of access and then select the option. Options may be selected from the popup list of Reports. 

Conversely, under 'Allow the following facilities', if you select Full Access for Balance Sheet, you want to allow full access. Full access incorporates all rights.

Select [End of List] at the Type of Access field to complete the definition.

You are taken back to the screen 'Security Levels for Company' at a blank field following the one you just created, viz., Manager. If you have any other level to create, simply type the name and follow the same procedure. Otherwise press [enter] at the blank field to accept and return from this screen.
 10. 3 
 INCOME & EXPENDITURE  ACCOUNTS
Income & Expenditure Account is prepared by charitable institutions, non-profit-making organizations and social clubs.  They do not prepare a Profit & Loss account as is done by business enterprises.  They, however, want to know if during the course of a financial year, their income has been more than their expenditure, or vice versa.  Therefore, they prepare an Income and expenditure account.

The method of the preparation of an Income and Expenditure account is similar to that which is followed in the preparation of a Profit and Loss account.  All the incomes are shown on the credit side of the account, and all the  expenses on the debit side.  

It should be carefully noted that the incomes and expenses shown are those which relate to the period for which such as account is prepared.  The whole of the income and expenditure for the year are taken into account, irrespective of the fact whether they have been actually received and paid or not.  If an income has accrued or if expenditure has been incurred, it is duly shown in the account.
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No capital income or expenditure is shown in the Income and expenditure account , the latter is meant to be shown only in revenue items. The balance of the Income and expenditure account is shown in the Balance Sheet. 
If the credit total exceeds the debit total, the balance is a surplus and is called “Excess of Income over Expenditure”,  the debit total exceeds the credit total, the balance is a deficit and is called ‘Excess of Expenditure over Income”

The accounts are maintained on the double entry principle, and Trial Balance is prepared at the end of a  financial year to check the  arithmetical accuracy of accounting records.

How to prepare Income & Expenditure Account in Tally?

For  Activate  Income & Expenditure Account,  Select   Features  from Button Menu or press– F11  ----  Go  to  Accounting  Features  and  select  Income & Expenditure  Account  instead of  P & L Account.            Then  record the transactions  as usual:

10.4 BANK TRANSACTIONS
Every modern businessman maintains an account with bank or several banks and issues  and receives a number of cheques.  He draws cheques on his bank, deposits cheques received from others.

A Bank is a financial institution which receives deposits, gives loans, and transacts several other kinds of financial business. The essence of a bank’s business is that it must receive deposits.  

A person has an account with a bank and he enters all the bank transactions in his books of accounts.  The banker is also given a copy of transactions of that particular person for a period of one month or at a required date. 

The balance of Bank accounts of the person should be equal to the balance shown by Pass book given by bank.  But some times these to balances do not agree  due to mistake or mistakes.   Here are some of the reasons which can cause a difference between the two balances.

· Cheques issued but not yet presented to bank for payment

· Cheques deposited but not yet collected by bank

· Bank charges / interests are shown only in pass books

· Customers directly payments made to Bank

· Omission of entries by person or by bank.
Because of these reasons, the two bank balances usually differ.  Hence a statement that is prepared for reconciling the two balances is called a bank reconciliation statement.
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The balance appearing in the Cash book should be taken as the starting point and necessary adjustments should be made in this balance.  
The final amount should be the same as shown by the Pass book.  The two balances are thus reconciled with each other.
Bank Ledger

Create a Bank ledger under the group Bank Accounts.
Enter the Mailing and Related Details like Name, Account Number, Address, Pin Code and select the State from the list, and enter the Income Tax and Sales Tax Number.

To be given for accounts falling under the Bank Accounts Group (or Bank OCC a/c). Default is the books beginning date.

This is the date from which you can reconcile your bank account in your books with the bank statements. 
Normally, it would the beginning date itself. However, you could have imported data from a previous version of Tally or from any other system (where the reconciliation process was not available or was different). 
In that case, you may not need to reconcile the bank account with your bank statements from the very beginning. 
Give the date from which you want the reconciliation facility to be activated. Then, previous entries will not appear for reconciliation.
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1. Bring up the monthly summary of any Bank Book. (You could do this from the Balance Sheet, Trial Balance, or Display/Account Books/Bank Books, and selecting a Bank).

2. Bring you cursor to the first month (typically April), and press Enter. This brings up the Vouchers for the month of April. Since this is a Bank Account, an 'additional' button F5: Reconcile will be visible on the right. Press F5
3. The display now becomes an 'Edit' screen in 'Reconciliation' mode. The primary components are: A column for the 'Bankers Date'

4. The 'Reconciliation' at the bottom of the screen, showing:

5. Balance as per Company Books

6. Amounts not reflected in Bank

7. Balance as per Bank 

The Balance as per Company Books reflects your Balance as on the last date 

The Amounts not reflected in Bank is the debit and credit sums of all those vouchers whose Bank Date is either BLANK, or GREATER than 30-Apr (i.e. these vouchers have not yet been reflected in the Bank Statement).
The Balance as per Bank is the Nett effect of your Book Balance offset by the amounts not reflected in the Bank – which should equal the balance in the Bank Statement. (Of course, some variation may persist due to entries made in the Bank Statement which you have not yet entered in your Books – but since you WILL definitely enter them, and only then print your reconciliation, it will ultimately reflect the correct balance).

You will find, as you mark off the individual vouchers by setting the 'Bank Date', that the Reconciliation at the bottom of screen keeps reflecting those changes instantly. When you are finished, press Ctrl+A (or press Enter as many times as necessary to skip over the unmarked vouchers), and accept the screen. (If your screen has a largish number of vouchers it may take some time to complete the acceptance – be patient).

The next time you come for reconciliation, you will be presented only with those vouchers which remain unreconciled.  Thus, the task keeps becoming simpler.

(It may be possible, that due to an error of entry made earlier, you wish to see those vouchers which are already marked as reconciled – so that you may modify their marking. To do this, press F12:Configure. 
In case you have already pressed a few keys BEFORE pressing F12, Tally will query whether you wish to discard changes made so far, if any, by asking 'Quit Y/N'. Simply press Y – and the configuration screen will appear. Here, specify whether you wish to see the reconciled vouchers 
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10.4.1 NET BANKING: 

Net banking is a web-based application which can be accessed from any part of the world, as opposed to stand alone or manual system, and provides information at any time, any where round the clock to the customers.

Even though it is a web-based application it will keep the details of its clients private and no body is allowed to tinker with the details. The customer needs to register, by which he is given user name and password through which he can login and do the transactions whatever he wants to do.  It provides easy to use the user friendly interface for the user.

The customer can do all the work online without persisting him to go to the bank like he can deposit the money, transfer amount from account to another account, can get this available balance, able to see the transaction reports that has done etc. to mention a few.
Opening an account either savings account, Current account or any other account, is possible through Internet.  Credit card issuing is possible which will be linked with their savings/current account.  User can transfer funds  for regular payments from one account to another account.  For this input requirements are required like  Origin account number, destination, account number, destination bank, destination branch, transfer amount frequency (one time/monthly/quarterly/yearly),  transfer date.  Alert message in case, if there is no sufficient funds in the origin account and the same must be alerted to the customer.

Bill payment service components facilitate customers to instruct the banks to issue payment to their bills regularly against utilities such as electricity, gas, water.  Customer nominates the service provider to the bank, provided the bank has a tie up with the provider.

10.5 SERVICE TAX
It is indirect tax levied by the Government of India on certain category of services provided by a firm, agency or person.  At present the rate of Service tax on taxable services is  12.24% including Education  Cess.
Enabling Service Tax in Tally:


On Company info  menu click on F11-Features  button.


Type yes against the following options:


Enable Service Tax ?  Yes

Set/Modify other Company Features ? yes  and press Enter
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Press  Enter in the Company Service Tax  details screen.

· Service Tax Registration No. 
· Assessee  Code
· Type of Organization:
· Major Service Category Name:
· Credit Adjustment (%)
Record the above details and press  Enter.

Ledgers connected to Service Tax:  :  The ledgers that are affected are: 

· Sales / Purchase  Registers
· Party Ledger  (Sundry Creditor /Debtor)

· Duties &  Taxes

In the above ledgers  Type  yes  against the field  Is Service Tax Applicable ?

 Service tax reports:


The reports pertaining to Service Tax may be displayed :


Gateway of tally --  Display  --  Service Tax  Reports
TR6  Challan
In the Service Tax Report  select the option TRS Challan by highlighting it and press   Enter.  Then you have the TR 6 Challan Print Configure Screen.

You may Preview the Challan before printing.  You have the conventional Challan format acceptable to Service Tax  Department.

Service Tax  payable
It gives details of the pending  Service Tax  payable.  Select the option  Service Tax Payable in the  Service Tax  Report and press  enter to have the  Service Tax payable amount.
10.8 Tax Deducted at Sourse (TDS):
Tax Deducted at Source (TDS) is an indirect method of collecting income tax. Such collection of tax has an effect at the source when income arises or accrues. The buyer (deductor) deducts the tax from the payment made to the seller (deductee) and remits the tax to the Income Tax Department within the stipulated time. 
128
The buyers (Corporate and Non-Corporate) make payments (such as Salary, Rent, Interest on securities, Dividends, Insurance Commission, Professional Fees, Commission on Brokerage, Commission on Lottery Tickets, etc) to the sellers (Services) and deduct the requisite amount from such payments towards tax.

The buyer files the TDS returns containing details of the seller and the bank, where the TDS amount is deposited to the Income Tax Department (ITD).  The Income Tax Department has prescribed the formats for filing these returns electronically, which the buyer does in a CD/floppy.
Features of TDS in Tally 
TDS (Tax Deducted at Source) in Tally ies 7.2 provides an easy-to-use interface with complete flexibility. It helps you to handle any intricate cases and to calculate the tax amount payable to the Income Tax Department.
The TDS functionality in Tally ies 7.2 supports the following features:

· Simple and User-friendly,   Quick and Easy to set up and use

· Partial/Full payment of Tax deducted,  Auto and Manual calculation of TDS amount,      Generates TDS Challan and Exception reports

· Complete tracking of each transaction from deduction to payment

· Challan management and printing ensures prompt and accurate filing of Tax

· The Auto allocation feature prevents error-prone data entry and helps to track the transactions faster
 Creation of  TDS  Account:
Company Creation means providing basic information about the company whose books of accounts you want to maintain in Tally.

Gateway of Tally > Alt + F3 > Create Company

State:
Select the appropriate State from the list. 
PIN Code:Enter the Postal Index Number, which is a numerical of six digits.  The State and Pin Code fields are added to capture the state details
You can enable Tally TDS in F11: Features screen.  The F11: Features button is available in almost all screens of Tally. This screen helps you to activate the TDS feature.

Gateway of Tally > Click on the F11: Features button or Press the F11 Key 

Set Enable TDS to Yes
129
Set/Modify other Company Features? to Yes. You will see the Advanced Company Operations dialog window.
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Tax Assessment Number

Enter the Tax Assessment Number (TAN) in this field. 
The Tax Assessment Number (TAN) is a ten-digit alphanumeric number, issued by the Income Tax Department (ITD) to the deductors. 

Only one TAN is required for different types of deductions. TAN must be quoted properly on all Challans - payment for TDS, Returns, All Certificates - Issue in Form No.16/16A, All Returns and in all documents and other correspondences with Income-tax Department.

Income Tax Circle/Ward (TDS)

Enter the Income Tax Circle/Ward (TDS).  
The Income Tax Department issues Income Tax Circle/Ward (TDS).
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Deductor Type
Select the Deductor Type (Company or Non Company) depending on whether your organization is a Company or a Non Company.

Name of person responsible :  Enter the name of the authorized person responsible to file the TDS returns of your company.
Designation :  Enter the designation of the authorized person filing the TDS returns.

Ledgers creation:  TDS Masters

The information required for TDS in the creation of ledgers depends on the features opted by you in the F11: Features screen. If you set Enable TDS [F11: Features] to No then you would not find any TDS related information in the Creation of Ledger.
Hence, make sure Enable TDS option in F11: Features is set to Yes.
The TDS related issues are created as Ledgers. The TDS ledger master screen now contains a new option to specify the Tax details.  
Firstly, create the following ledgers under different groups:

· Tax Ledger under Duties and Taxes

· Party Ledger under Sundry Creditors/Debtors
Tax Ledgers:
Name :  Enter the name of the Tax Ledger
Under : Select the group as Duties and Taxes from the list. On the selection of group Duties and Taxes, you will get the option to select type of Duty/Tax.
Type of Duty/Tax :  Select TDS tax type from the list
Nature of Payment : Select the appropriate TDS Nature of Payment as statutorily applicable, given/ desired by the Govt. e.g. Fees for Professional Or Technical Services. By default, Tally provides you with a List of TDS Nature of Payment. You need to select the appropriate TDS Nature of Payment from the list.
Note:  You will find different categories that come under the Tax Deduction. Select the relevant TDS Nature of Payment from the List of TDS Nature of Payment that applies to your company.
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Party Ledger: 

You need to create ledgers for party/suppliers under the group Sundry Creditors for whom TDS has to be calculated automatically by the system. 

The options Is TDS Applicable and the Deductee Type are available only for ledgers under the group Sundry Creditors.  
You can either Create/Alter a ledger to specify your TDS account details.

Gateway of Tally > Accounts Info > Ledgers > Create

Name : Enter the name of the Party/Supplier, who provides services to you.

Under : Select the group as Sundry Creditors from the list

Is TDS Applicable : Set Is TDS Applicable to Yes. This will open the Ledger Deductee Details sub-form.  

Deductee Type : Select the Deductee Type from the list.   Similarly, you can create Ledgers that provide services to your company under Sundry Creditors.
10.6 
Split Financial Years

Tally's flexible period-less accounting permits entry of data for any number of years. This in itself has tremendous benefits. However, presence of old data in cases where they are voluminous, causes greater overhead on the system. Splitting financial years enables you to retain most benefits while overcoming this overhead.. 
How to Split Financial Years?

1. At the Gateway of Tally, Select [ALT]+F3: Cmp Info (Create Cmp in earlier releases).

2. Select Split Company Data.

3. Select the Company whose data is to be split.

4. Tally recommends the split-off date based on the data existing. It is recommended that the Split Point is set as the beginning of the latest financial year though Tally permits any date as the split point.

5. Splits occur in sets of two periods. Hence, start with the latest. For example assuming that three years data – from 1-1-96 to 31-12-98 for a company and you want them split into three separate 'companies' each with a financial year. First, select the beginning of the latest financial year (this is what Tally would prompt you to do).
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Class Room  Session:
I.
Prepare  P&L A/c and Balance Sheet from the following Trial Balance.

Capital

          20000/- 
drawing a/c

  
5000/-

Debtors


4000/-

creditors

  
4000/-

Furniture 


3000/-

Commission received
      
    50/-
Cash



  125/-
            bank


    
  750/-

Reserve for Bad debts(cr)
  750/-
            opening stock

          11000/-

Purchases

          34960/-
            salaries

      
            2100/-

Carriage on sales

  250/-

carriage on purchases
              200/-

Lighting


  150/-

Buildings

          13500/-

Rates and taxes

  200/-

Bills receivables
              765/-

Bills payables


5000/-

Loan from X

          10000/-

Sales


          36000/-
            Discount received
              200/-

Trial Balance Total:  76000/-

Adjustments:  1. Rates have been prepaid to the extent of Rs.60/-  Bad debts rs.250/- & Provision for  Bad Debts @5% on Debtors.   Depreciation on Buildings @2% and on Furniture @10%. Interest on Loan due for six months.

II.  
Prepare  Income & Expenditure  account  of  M/s Srishti  Charitable Trust, Kakinada  

Taken into account  of Depreciation  on  Furniture by 10%, 20% on Game table.  Subscriptions amounting Rs.500  due from  Donars.

Dr. Balances




Cr. Balances

Furniture

Rs. 
5000

Memberships
    Rs. 21120 

Game  Tables

      
2500

Sundry  Receipts
        
3486

Repairs

      
1468

Sale of Tickets

6468

Salaries

      
4524

Sundry Creditors
        
5200

Cash at Bank
             
9600

Entrance fee
  
          
  896

Cash in Hand

       
  348

Other incomes
            8000

Rent & Telephones

6388

Fuel & Lighting

      
3236

Entertainment
             
4380

Sundry expenses

3200

Dinner expenses
             
1520

Debtors

      
2340
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HANDS ON SESSIONS:

1.
Write the group names for the following ledgers:

1.  
TDS  refers to:  ……………....……….................….…………………….………

2.  
Service Tax  is  levied on: ........………...….........................................................
3. 
TDS is a subsidiary tax  of  :    ……...…….……………...……………....……..
4. 
PAN  means : …..........................................................…...…...…………...……..
5. 
TallyVault  is used for   ...  ......................................... …...……………...……...
6.  
Short Cut key used for  Bank Reconciliation Statement:     …….……………
7.  
TR 6 Challan used for : ……..…………………………………….…………….
8.  
A cheque  means     ………………..……………………….…………………… 
9.  
Net Banking is operated  through    ……………..….………………………… 
10.  
TAN  means   ...………........................................…..……………………………

11.
TDS  is come under    …………....………………...............….……….……group
2.
One word questions:


1.   
What is budget  control ?


2.   
What is the use of preparing Bank reconciliation statement ?


3.  
What is TDS,  When it is  used ?

4.   
Explain  Service tax ?   When it is used ?

5.   
Explain  the uses of  Backup and Restore options ?

6.   
Explain the features in Security Controls ?

7.   
Explain  when  the of  Split company option used?


8.
What is Income & Expenditure account ? What are the features ?
►



          AFTER  STUDYING THIS CHAPTER,  THE STUDENT SHOULD BE  ABLE TO :  




► 
SET COST BUDGETS, BUDGET CONTROLS




►
USE THE OPTION  OF  SECURITY, SECURITY CONTROLS



► 
DO   INCOME & EXPENDITURE ACCOUNTS



► 
PREPARE BANKING  RECONCILIATION  STATEMENT




►
RECORD SERVICE  TAX  AND  TDS  TRANSACTIONS.
►
KNOW HOW TO SPLIT FINANCIAL YEARS
.
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Lab Session: 
 I. 
CREATE  COMPANY     ::  KISHORE  AND   COMPANY


FINANCIAL YEAR      ::  1-4-2005  -  31-3-2006

PRESS RECEIPT BUTTON AT THE RIGHT SIDE SCREEN OR PRESS F6 KEY


PRESS PAYMENT BUTTON AT THE RIGHT SIDE SCREEN OR PRESS F5 KEY]

      KISHORE BRINGS CASH INTO BUSINESS 

RS.100000/-

 PURCHASED FURNITURE   



RS.10000

 PRELIMINARY EXPENSES 



RS.10000/-

 PAID TO KISHORE 




RS.8000

 COST OF STATIONERY 



RS.500/-

 CONVEYANCE CHARGES PAID TO CLERK 
RS.100/-

 ADVANCE PAID FOR TRAVELLING 

RS.500/-

 PAID FREIGHT CHARGES 



RS.720/-

 SALES TO KRISHNARAO 



Rs.15000/-

 AMOUNT PAID TO RAVI BY CHEQUE

Rs.10000/-

 CASH RECEIVED FROM KRISHNA RAO

Rs.8000/-

 PAID INTO BANK




Rs.7500/-

 DISCOUNT ISSUED  




Rs.125/-

 DISCOUNT RECEIVED  



Rs.150/-

 LOAN FROM BANK OF ANDHRA 


Rs.20000/-

II.
RECORD THE FOLLOWING TRANSACTIONS :  

STARTED BUSINESS WITH  A CAPITAL  OF      
RS.300000/-

       
LOAN FROM SOHAN LAL



RS.5000/-


BOUGHT FURNITURE FROM FURNITURE STORES    
RS.10000/-

BOUGHT COMPUTERS FROM  DEEPAK & SONS      
RS.70000/-

DISCOUNT ON PURCHAE OF COMPUTERS  @5%

SOLD OLD FURNITURE TO  DALIP SINGH        
RS.10000/-

RETURNED COMPUTERS TO DEEPAK & SONS       
RS. 500/-

COMMISSION RECEIVED 


    
RS. 25000/-
RENT RECEIVED FROM RAM & SONS             

RS. 7000/-
CASH  PURCHASES OF MACHINERY              

RS. 9000/-
CASH TAKEN FOR PERSONAL USE

    
RS. 2000/-
GOODS USED FOR PERSONAL USE

    
RS. 1000/-
       
CASH PAID FOR MACHINERY REPAIRS           
RS. 500/-

DEPOSITED IN BANK 




RS.50000/-

PURCHASES FROM  RAVI  



RS.68500/-

SALES TO KRISHNARAO  



RS.15000/-

AMOUNT PAID TO RAVI BY CHEQUE  

RS.10000/-

CASH RECEIVED FROM KRISHNA RAO  

RS. 8000/-

PAID INTO BANK 




Rs7500/-
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III.
BANK  RECONCILIATION  STATEMENT:

CREATE COMPANY  

:  SRISHTI  COMPUTER NEEDS
ADDRESS

   
:  8-5-3/5, VENKATA NARAYANA STREET




   GANDHINAGAR,  KAKINADA


FINANCIAL YEAR        :
1-4-2005  


PREPARE  BANK RECONCILIATION  STATEMENT AS ON 1-4-2005. 


TREAT ALL RECEIPTS  AND PAYMENTS MADE THROUGH  BANK ONLY.

 
DATE
HEAD OF ACCOUNT

AMOUNT
BANK DATE
1-4-2005
CAPITAL
RECEIVED

500000/-   -----

1-4-2005
DEPOSIT IN BANK

500000/-
1-4-2005
1-4-2005  
PURCHASES (BANK)

 50000/-
2-4-2005
1-4-2005
ELECTRICAL INSTALLATIONS
  3000/-
1-4-2005
1-4-2005  
FURNITURE FROM SC &CO
  4000/-   --

1-4-2005  
OFFICE  RENT ADVANCE
  5000/-
2-4-2005
1-4-2005
SALES TO SD & CO

 10000/-   --

1-4-2005  
PAID TO SC & CO

  3500/-
1-4-2005
1-4-2005
SALES THROUGH BANK

  4000/-   1-4-2005
1-4-2005
RECD FROM SD & CO

  6000/-   2-4-2005
1-4-2005
DISCOUNT FROM SC & CO
   250/-
--

1-4-2005
PAID TO SC & CO

   250/-   1-4-2005
1-4-2005
TRAVELLING ADVANCE

  1000/-
1-4-2005
1-4-2005
PAID SALARIES


  3000/-
2-4-2005
1-4-2005
ELECTRICITY BILL

  2500/-
2-4-2005
1-4-2005
REPAIRS TO FURNITURE
  1500/-
1-4-2005
1-4-2005
RECD FROM SD & CO

  3500/-   2-4-2005  

1-4-2005
DISCOUNT TO SD & CO

   250/-   ----

1-4-2005  
SD & CO PAID IN FULL
250/-
2-4-2005
1-4-2005
MACHINERY PURCHASED      15000/-
2-4-2005




NOW GO TO DISPLAY--- ACCOUNT BOOKS—BANK ACCOUNT


PRESS  F5  AND  ENTER  BANK DATES  IN  THE  BANK DATE COLUMN


PRESS    ACCEPT/YES OR NO  -  AGAIN  PRESS  F5  --  


THE BANK RECONCILIATION  STATEMENT  IS  APPEARED
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    CHAPTER –   11       


       

        REPORTS

OBJECTIVES:

IN THIS CHAPTER, WE SHALL DISCUSS ON: 




► 
PRINTING  OPTIONS




►
BACK UP AND RESTORE




►
PROFIT AND LOSS ACCOUNT




►
BALANCE  SHEET




►
INTRODUCTION TO TALLY 8.1




► 
SHORTCUT KEY COMMANDS
11.1  
PRINTING OPTIONS

Printing Invoices and Vouchers

You can print any voucher or invoice by pressing [ALT]+[P] or clicking on the button [Print]. Do this before saving the voucher. You or your administrator may have configured the voucher type to print automatically after saving the voucher.

You can always configure the printing options by selecting the appropriate buttons. You can give additional information, change titles, print additional pages, change printer settings, etc.

The buttons [Pre-Printed] and [Quick Format] are toggles for [Plain Paper] and [Neat Format] respectively. 
These are print specifications that you give. Pre-printed is for pre-printed stationery. Quick Format does not give fonts or other niceties but is ideal for fast printing. 
Select copies and give the number of copies to be printed. 1 is the default. You can set the default number of copies in Invoice Printing Configuration
(Gateway of Tally > F12:Configuration > Printing)
Printing Reports

Reports and documents generated through Tally's extensive display capabilities can also be printed. Printing is possible in two ways:
Using the Print button

You can choose to print directly from the screen currently displayed by selecting the button PRINT (top-most button on the right-hand side of the screen). This brings up the Print Configuration screen for the report and new button options on the right-hand side of the screen.

Multi-Account Printing

Principally geared towards printing the Primary Books of Accounts, like the Cash and Bank Books, Account Ledgers, Sales and Purchase Registers etc, without needing to select the accounts one at a time and pressing Alt+P,  the facilities provide for printing One Account at a time, All Accounts, or All Accounts in a selected Group. Before printing, the date range and other selections may also be set up.
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The current mechanism of printing used by Tally, will require that for large company accounts, you choose to print each ledger account on separate pages, - otherwise the memory requirements of the system become so large as to bring most systems to their knees.  Common printing options affect the printing of current selected reports. They are changed by selecting the appropriate button on the right-hand side of the screen:
With Preview : To view the report on screen before printing.

Titling : To change the title of the report.

Page Nos : To specify the starting page number and page number range.
Pre-Printed / Plain Paper: Toggle to make the selection.

Print Format: A pop-up list displaying the printing formats available in Tally. The formats provided are, Dot-Matrix Format, Neat Format and Quick (Draft) Format.
Copies: To specify the number of copies to be printed.
Printer: To change the printer settings. This also displays the default paper size that you have set for the printer.
11.2 
BACKUP,  RESTORE  ETC.
How to Take a Backup?
Start Tally - If the Company Information screen is loaded first – there is a menu option "Backup". Select this to get the "Select Companies to Backup" screen. However, if the Gateway of Tally Loads – use Alt+F3 to get the option Backup. Note that this option is available only on the Company Information screen.
To change either the source or the destination paths, use the Backspace key and change the path as required. Let us say we want to backup the data to a directory Tally backup in the D Drive – change the path to D:\Tallybackup and choose the companies as required. Incase we want to take a backup onto another person's system – the path will be \\machinename\\drivename\directoryname The process of backing up data begins when at least one company is selected for the same. To stop selecting companies, select the option "End of List" which appears at the top of the selection list. Note: This option appears only after one company is selected for backup.
The backup file is stored as TBK500.001. If the backup is taken in a medium likely to extend more than one, then the extension digits (001, 002) will be stored accordingly  – for example, floppy.
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11.2.1
Restore :
Start Tally If the Company Information screen is loaded first – there is a menu option "Restore". Select this to get the "Select Companies to Restore" screen. However, if the Gateway of Tally Loads – use Alt+F3 to get the option Restore. Note that as in the case of backup - this option is available only on the Company Information screen.
The Source and Destination paths displayed here are those that were used last.

The source field has to have the appropriate path from which we intend to bring back the previous data. Accepting the path will read the contents of the particular file and will then display the list of companies available.

Select as required and restore the data accordingly
11.3
TRADING & PROFIT AND LOSS A/C.

The Profit & Loss Account shows the operational results for a given period. It lists out the Incomes and Expenditures based on the Primary Groups of Tally. The Profit & Loss Account in Tally is updated instantly with every transaction voucher that is entered and saved. No special processing is required to produce a Profit & Loss Account. To view the Profit & Loss Account:

Gateway of Tally > Profit & Loss Account
The Profit & Loss Account is displayed according to the configuration set up for it in F12: Configure

Horizontal Form of Profit & Loss Account

The format of screen example is of the horizontal form. It could be set up to appear in the vertical form.

You can extract different information by using the various options in the Button Bar.

1. Select Detailed to explode the summarized information.

2. Change the date of the Profit & Loss Account using F2:Period.
3. Bring up new columns and:  Select a Profit & Loss Account for a different period to compare alongside the present period or

4. Select a column to give the Profit & Loss Account in a different currency o
5. Select a column with Budget figures and analyze variances or
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The format of Screen in Tally is:
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Show Percentages?

Each line will be expressed as a percentage of Sales Accounts, i.e., Sales Accounts will be 100% and the rest of the lines will be a percentage of Sales Accounts.

Show With Gross Profit?   (Applicable to Horizontal Form only)
The Profit & Loss Statement is split to show Trading Profit considering only the Cost of Sales and Direct Expenses. From the Gross Profit, Indirect Expenses are deducted to show Net Profit.

If no, the Profit & Loss Statement is not split to show Gross and Net Profits separately. In Vertical form, the Trading Account shows the Gross Profit and the Income Statement, t
he Net Profit

Columnar Profit & Loss Accounts: Some Examples

Select a Profit & Loss Account for a different period to compare alongside the present period :  
Select New Column or keys ALT+C and change only the period
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Select a column to give the Profit & Loss Account in a different currency
Select New Column or keys ALT+C and change only the Currency and give the closing Exchange Rate.  The Profit & Loss Account figures are converted at this rate.

Select a column to give the Profit & Loss Account in a different stock valuation method
Select New Column or keys ALT+C and change only the Stock Valuation Method to Last Purchase CosShow Quarterly Profit & Loss Account
Select Auto-column or keys ALT+N. Select Quarterly from the list of periods.
11. 4  BALANCE SHEET

A balance sheet is always prepared on a certain date, never for  a particular period.  The capital position of a concern may change from time to time  and indeed from day to day. A single entry transaction can bring about a big change.

The Format of Screen  in Tally is :
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Show Vertical Balance Sheet?

No will display Horizontal form. Yes will display Vertical form. In the British/Europe configuration the Vertical Balance Sheet will have the titles Liabilities and Assets whereas the Indian/Asian configuration will have Sources of Funds and Application of Funds as titles.

Profit or Loss, both as Liability?  (Applicable only in the horizontal form.)
If no, then Loss moves the Profit & Loss Account to the Assets side of the Balance Sheet.

Show Percentages?   Each line will be expressed as a percentage of the total.
Show Working Capital figures?    To Method of Showing the Balance Sheet.
The options are: Liabilities/Assets and Assets/Liabilities.                                    This is simply the order in which the Balance Sheet is shown:  For Horizontal Balance Sheet it is in the format: Left Hand Side/Right Hand Side.  For Vertical Balance Sheet it is in the format: Top/Bottom.

Vertical Form of Balance Sheet:   Select the Format using F12:Configure
Show Current Assets-Current Liabilities.

Columnar Balance Sheets  Some examples:
Select a Balance Sheet for a different date to compare alongside the present date:

Select New Column or keys ALT+C and change only the period. 
Select a column to give the Balance Sheet in a different currency Select New Column or keys ALT+C and change only the Currency and give the closing Exchange Rate.  The Balance Sheet figures are converted at this rate.

11. 5
TALLY  8.1
Software product leader Tally ( India) Pvt. Ltd. announced the latest version of its Small Enterprise product, Tally Financial Accounting and Inventory Management software, in Bangalore today. TallySilver 8.1 and TallyGold 8.1 now support entry of data in all unidirectional languages and scripts, concurrently. Users can interact with the software through all commonly performed functions by choosing from the built-in vernacular interfaces. Interfaces in additional local languages are being added to the software progressively.
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At Tally, we continuously innovate to make your experience of using Tally simple and profitable without compromising on performance. As a result of best efforts, we are pleased to announce Tally 7.2 Release 3.12, which will offer the following unique and special benefits: 
· Shopping Capability: Shop for Tally product within Tally. 

· TallyPayroll *: Manage your Payroll with your Accounts. (Click here to view Tally Payroll Add-On/Module). 

· Tally Value Pack *:  Tally Value Pack (TVP) is an annual product Upgrade Assurance for licensed Tally customers. 
· Payroll Add-On and Tally Value Pack are chargeable. 
Tally Users can now purchase Tally products using the new shopping capability in Tally 7.2 Rel 3.12. Currently, a customer can buy Payroll Add-On and Tally Value Pack through shopping capability in Tally 7.2 Rel 3.12. 

TallyPayroll is integrated with Tally Accounting and Inventory software. Now, the user can maintain company accounts and Payroll together. TallyPayroll maintains payroll for all employee’s and generates Pay slips for each employee. The Payroll figures automatically get reflected in the accounting and inventory module.  

Tally Value Pack (TVP) is an annual Product Upgrade Assurance offer for licensed Tally customers. TVP customers can also avail discounts on various Tally Add-On’s (Modules) as they become available.
· Tally 8.1 comes with a host of other new features, such as: 

· VAT Composition Returns 
· VAT Composition Returns For All States 

· Monthly / Quarterly Returns 

· Annual Returns 

· Excise for Traders. 
· Generation of Excise Invoice for Trader 

· Tracking of Purchase Invoice during sales and ability to pass on Cenvat Credit 

· Generation of Quarterly Returns (Form 2) 

· Generation of Excise Stock Register (RG 23D) 

· Fringe Benefit Tax (FBT) 
· Accounting for FBT 

· Computation of FBT 

· Generation of Challans (Quarterly) 

· Generation of Annual FBT Returns – ( Yet to be notified by the Government). 
144

11. 6  Shortcut keys in Tally

The shortcut keys available in Tally are listed in the below table:

Function Key Combination
	Windows
	Functionality
	Availability

	F1
	To select a company

To select the Accounts Button and Inventory buttons
	At all masters menu screen

At the Accounting / Inventory Voucher creation and alteration screen

	F2
	To change the menu period
	At almost all screens in TALLY

	F3
	To select the company
	At almost all screens in TALLY

	F4
	To select the Contra voucher
	At Accounting / Inventory Voucher creation and alteration screen

	F5
	To select the Payment voucher
	At Accounting / Inventory Voucher creation and alteration screen

	F6
	To select the Receipt voucher
	At Accounting / Inventory Voucher creation and alteration screen

	F7
	To select the Journal voucher
	At Accounting / Inventory Voucher creation and alteration screen

	F8
	To select the Sales voucher
	At Accounting / Inventory Voucher creation and alteration screen

	F8  (CTRL+F8)
	To select the Credit Note voucher
	At Accounting / Inventory Voucher creation and alteration screen

	F9
	To select the Purchase voucher
	At Accounting / Inventory Voucher creation and alteration screen

	F9  (CTRL+F9)
	To select the Debit Note voucher
	At Accounting / Inventory Voucher creation and alteration screen

	F10
	To select the Reversing Journal voucher
	At Accounting / Inventory Voucher creation and alteration screen

	F10
	To select the Memorandum voucher
	At Accounting / Inventory Voucher creation and alteration screen

	F11
	To select the Functions and Features screen
	At almost all screens in TALLY

	F12
	To select the Configure screen
	At almost all screens in TALLY
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Special Key Combination
	Windows
	Functionality
	Availability

	ALT + 2
	To Duplicate a voucher
	At List of Vouchers – creates a voucher similar to the one where you positioned the cursor and used this key combination

	ALT + A
	To Add a voucher
	At List of Vouchers – adds a voucher after the one where you positioned the cursor and used this key combination.

	ALT + C
	To create a master at a voucher screen (if it has not been already assigned a different function, as in reports like Balance Sheet, where it adds a new column to the report)
	At voucher entry and alteration screens, at a field where you have to select a master from a list. If the necessary account has not been created already, use this key combination to create the master without quitting from the voucher screen.

	ALT + D
	To delete a voucher 

To delete a master

(if it has not been already assigned a different function, as explained above)
	At Voucher and Master (Single) alteration screens. Masters can be deleted subject to conditions, as explained in the manual.

	ALT + E
	To export the report in ASCII, SDF, HTML OR XML format
	At all reports screens in TALLY

	ALT + I
	To insert a voucher
	At List of Vouchers – inserts a voucher before the one where you positioned the cursor and used this key combination.

	ALT + O
	To upload the report at your website
	At all reports screens in TALLY

	ALT + M
	To Email the report
	At all reports screens in TALLY

	ALT + P
	To print the report
	At all reports screens in TALLY

	ALT + R
	To remove a line in a report
	At all reports screens in TALLY

	ALT + S
	To bring back a line you removed using ALT + R
	At all reports screens in TALLY

	ALT+ V
	From Invoice screen to bring Stock Journal screen
	At Invoice screen  Quantity Field  Press Alt + V to select the Stock Journal.

	ALT + W
	To view the Tally Web browser.
	At all reports screens in TALLY

	ALT + X
	To cancel a voucher in Day Book/List of Vouchers
	At all voucher screens in TALLY

	ALT + R
	To Register Tally
	At Licensing Menu in TALLY

	CTRL + A
	To accept a form – wherever you use this key combination, that screen or report gets accepted as it is.
	At almost all screens in TALLY, except where a specific detail has to be given before accepting.

	CTRL + B
	To select the Budget
	At Groups/Ledgers/Cost Centres/ Budgets/Scenarios/Voucher Types/ Currencies (Accounts Info) creation and alteration screen

	CTRL  + C
	To select the Cost Centre

 

To select the Cost Category
	At Groups/Ledgers/Cost Centres/ Budgets/Scenarios/Voucher Types/ Currencies (Accounts Info) creation and alteration screen

At Stock Groups/ Stock Categories/ Stock Items/ Reorder Levels/ Godowns/ Voucher Types / Units of Measure ( Inventory Info)  creation/alteration screen

	CTRL+ E
	To select the Currencies
	At Groups/Ledgers / Cost Centres/ Budgets/Scenarios / Voucher Types/ Currencies (Accounts Info) creation and alteration screen

	CTRL + G
	To select the Group
	At Groups/Ledgers / Cost Centres/ Budgets / Scenarios / Voucher Types/ Currencies (Accounts Info) creation and alteration screen

	CTRL + I
	To select the Stock Items
	At Stock Group/ Stock Categories/ Stock Items/ Reorder Levels/ Godowns/ Voucher Types / Units of Measure ( Inventory Info)  creation/alteration screen

	CTRL + L
	To select the Ledger
	At Groups/Ledgers/Cost Centres/ Budgets/Scenarios/Voucher Types/ Currencies (Accounts Info) creation and alteration screen

	CTRL + O
	To select the Godowns
	At Stock Group/ Stock Categories/ Stock Items/ Reorder Levels/ Godowns/ Voucher Types / Units of Measure ( Inventory Info)  creation/alteration screen

	CTRL + Q
	To abandon a form – wherever you use this key combination, it quits that screen without making any changes to it.
	At almost all screens in TALLY.

	CTRL + Alt + R
	Rewrite data for a Company
	From Gateway of Tally screen

	CTRL + S
	Allows you to alter Stock Item master
	At Stock Voucher Report and Godown Voucher Report 

	CTRL + U
	To select the Units 
	At Stock Groups/ Stock Categories/ Stock Items/ Reorder Levels/ Godowns/ Voucher Types / Units of Measure ( Inventory Info)  creation/alteration screen

	Ctrl + V
	To select the Voucher Types
	At Groups/Ledgers/Cost Centres/ Budgets/Scenarios/Voucher Types/ Currencies (Accounts Info) creation and alteration screen 
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Special Function Key Combination

	Windows
	Functionality
	Availability

	ALT + F1
	To close a company

To view detailed report

To explode a line into its details
	At all the menu screen

At almost all report screen

At almost all screens in TALLY

	ALT+ F2
	To change the system period
	At almost all screens in TALLY

	ALT + F3
	To select the company info menu

To create/alter/shut a Company
	At Gateway of Tally screen

	ALT + F4
	To select the Purchase Order Voucher Type
	At Accounting / Inventory Voucher creation and alteration screen

	ALT + F5
	To select the Sales Order Voucher Type

To view monthly and quarterly report  
	At Accounting / Inventory Voucher creation and alteration screen

At almost all report screens in TALLY

	ALT + F6
	To select the Rejection Out Voucher Type

To change the Sales Order Voucher Type
	At Accounting / Inventory Voucher creation and alteration screen

	ALT + F7
	To select the Stock Journal Voucher Type

To accept all the Audit lists  
	At Accounting / Inventory Voucher creation and alteration screen

At TallyAudit Listing screen

	ALT+ F8
	To select the Delivery Note Voucher Type

To view the Columnar report
	At Accounting / Inventory Voucher creation and alteration screen

At Ledger Voucher screen

	ALT + F9
	To select the Receipt Note Voucher Type
	At Accounting / Inventory Voucher creation and alteration screen

	ALT + F10
	To select the Physical Stock Voucher Type
	At Accounting / Inventory Voucher creation and alteration screen

	ALT + F12
	To filter the information based on monetary value
	At almost all report screens

	CTRL + ALT + F12
	Advanced Config
	At Gateway of Tally

 


148
Key Combination used for navigation 

	Windows
	Functionality
	Availability

	PgUp
	Display previous voucher during voucher entry/alter
	At voucher entry and alteration screens 

 

	PgDn
	Display next voucher during voucher entry/alter
	At voucher entry and alteration screens 

 

	ENTER
	To accept anything you type into a field. 

To accept a voucher or master

To get a report with further details of an item in a report.
	You have to use this key at most areas in TALLY

At the receivables report – press Enter at a pending bill to get transactions relating to this bill (e.g., original sale bill, receipts and payments against this bill, etc)

	ESC
	To remove what you typed into a field 

To come out of a screen

To indicate you do not want to accept a voucher or master.
	At almost all screens in TALLY.

	SHIFT + ENTER
	Collapse next level details
	At Voucher Register screen and Trial Balance report

	SHIFT + ENTER
	To explode a line into its details
	In almost all Reports: 

At a Group/Stock Group/Cost Category/Godown/Stock Category – displays Sub Groups and Ledgers/Stock Items/Cost Centres/Secondary Godowns/Secondary Stock Categories

At a Voucher – displays its entries and narration

At a Stock Item- displays its godowns and batch details

At Voucher Register screen – displays the next level details

At Trial Balance report - displays the next level details

	CTRL + ENTER
	To alter a master while making an entry or viewing a report
	At voucher entry and alteration screens 

At all reports
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 CLASS ROOM SESSION:
 
CREATE SRISHTI  PROVISIONS PVT LTD  WITH A  CAPITAL OF   RS.150000/- 

CREATE  THE FOLLOWING  LEDGERS:

CAPITAL,  PURCHASES,  PURCHASE RETURNS,  SALES  ,  SALES  RETURNS,  SC& CO.,  SD & CO, SCR&CO, SR &CO, DISCOUNT


CLICK F11 FEATURES AND CLICK YESS  ON  CATEGORIES AND BILLS OPTIONS


NOW GO TO  INVENTORY INFO—CLICK  STOCK  GROUP—AND  CLICK CREATE


CREATE  STOCK GROUPS  :   HLL,  Vijaya Foods  ,  CREATE CATEGORIES:  SOAPS, OILS


CREATE  UNIT OF MEASUREMENT : NOS (FORMAL NAME: NUMBERS),  

DISMAL PLACES – 0   ;    KG (KILOGRAM)  DISMAL PLACES – 3


CREATE  STOCK  ITEM :   LUX—-HLL - SOAPS—NOS-     
                                                

     RIN –—HLL - SOAPS—NOS-     
                                                              C.OIL  - VIJAYA FOODS -OILS- KG-    
                                                               PALM OIL –VIJAYA FOODS - OILS – KG     

GO TO  VOUCHER ENTRY  AND POST THE FOLLOWING ENTRIES AS USUAL:

CREDIT  PURCHASES  FROM  SC & CO       

LUX  SOAPS  --  1000 NOS.  @ 5/-
BILL NO.117
C.OIL     --  1000 KG.  @ 25/-  B.NO.119





RIN SOAPS   --    500 NOS.   @ 7/-
B.NO.118
P.OIL     -      500 KG.  @ 33/-  B.NO.121


CASH  PURCHASES


LUX SOAPS  --    100 NOS.  @ 4/-


C.OIL     -     100 KG.  @ 23/-


CREDIT  SALES  TO  SD & CO       


LUX  SOAPS  --   500  NOS.  @ 8/-    BILL NO.217  C. OIL    -     200  KG.  @ 30/-  BILL NO.219


RIN  SOAPS   --   200  NOS.  @10/-   BILL NO.218  P. OIL    -      200  KG.  @ 40/- BILL NO.229


CASH  SALES           

RIN SOAPS   --    100 NOS.   @10/-


P. OIL    -        50 KG.   @ 40/-

PAYMENTS TO SC & CO.  BILL NO.117 – RS.4600/-  ,   B. NO.119 -  RS.9700/- 

BILL NO. 118 -  RS.3450/-  ,    BILL NO. 121 – STOCK RETURNED- RS. 3000/- .

RECEIPTS FROM  SD & CO:  BILL NO. 217  RS.  3450/-  DISCOUNT RS.550/- , 

BILL NO. 218 – 1200/- ,  BILL NO.219- RETURNS 1000/- PAYMENT 4500/- 
BILL NO. 229 – RS.4000/- DISCOUNT – RS.500/- RETURNS 2200/-

PAYMENTS TO  SCR & CO-  RS.6000/- DISCOUNT-500/- RETURNS – 1000/- 
PAYMENTS TO SR & CO – 1500/-  DISCOUNT RS. 500/-  .

POST  THE  ABOVE  ENTRIES  AND  SEE  THE  BALANCES  IN  STOCK  LEDGERS.
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HANDS ON SESSIONS:

1.
Write the group names for the following ledgers:

1.  
F12  refers to:  ……………....……….................….…………………….………

2.  
P & L Account is an : ........……………..….........................................................
3. 
Balance Sheet is  a   :    ……...…………….……………...……………....……..
4. 
P & L Account  shows   :  net.................................…...……..…………...……..
5. 
Alt+P  is used for   ...  ......................................... ………...……………...……...
6.  
Trading account  shows  : gross    ………………….…………….……………
7.  
Accrued income is an income or  Asset  : ……..…..……………………group

8.  
Liabilities+Capital+Net Profit  =      ………………..……………………….… 
9.  
Alt+C option   is  used for     ……………………..….………………………… 
10.  
Ctrl+n  is  used for     ...………...........................…..……………………………

11.
Prepaid Insurance is come under  ……..……...............….……….……group

2.
One word questions:


1.   
Explain the procedure to print an Invoice ?


2.   
Explain how to take   back up the data ?


3.  
What is the use of ‘Restore’  option ?

4.   
What are the ledger accounts come under Assets ?

5.   
What are the ledger accounts in Trading Account ?

6.   
Explain the features in Security Controls ?

7.   
Explain  when  the of  Split company option used?


8.
What is Income & Expenditure account ? What are the features ?


9.
Explain the functions of  Function keys (from F1 to  F12) ?

           10.        Explain  the features under option  F11 ?
►



          AFTER  STUDYING THIS CHAPTER,  THE STUDENT SHOULD BE  ABLE TO :  




► 
SET COST BUDGETS, BUDGET CONTROLS




►
USE THE OPTION  OF  SECURITY, SECURITY CONTROLS




► 
DO   INCOME & EXPENDITURE ACCOUNTS




► 
PREPARE BANKING  RECONCILIATION  STATEMENT





►
RECORD SERVICE  TAX  AND  TDS  TRANSACTIONS.

►
KNOW HOW TO SPLIT FINANCIAL YEARS
.
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LAB  SESSION:
1. PURCHASE INVOICE
CREATE  COMPANY


: SRISHTI   OIL  STORES,  RAJAHMUNDRY

FINANCIAL YEAR


: 1-4-2005– 31-3-2006
SC & CO (SC), PURCHASES, SALES,  C.S.T.,  SALES TAX, SURCHARGE, PACKING CHARGES, FREIGHT,  COMMISSION , DISCOUNT, SCR & CO.

MULTIPLE GODOWNS AND CREATE GODOWNS  :  GN-1,  GN-2,   ACTUAL/BILL QTY
GO TO INVENTORY INFO  AND CREATE THESE ENTRIES:

GROUPS:  OILS,  MEASUREMENT:  KG.,  STOCK ITEM:  COCONUT OIL, PALM OIL, SF OIL

PURCHASE  ORDER: No.19   TO  SC & CO., KAKINADA

PLEASE SEND AN ORDER TO THE ABOVE PARTY FOR THE FOLLOWING ITEMS:

1.  COCONUT OIL     1000 KG.   35  PER KG.  GN-1

+ 3 KG. FREE

2.  PALM  OIL              500 KG.   30  PER KG.  MAIN LOCATION     1% DISCOUNT

3.  SF OIL                    1000 KG    30  PER KG.  GN-2                            + 1 KG. FREE

TAXES AS APPLICABLE

PURCHASE INVOICE NO.1952














SC & CO, KAKINADA

TO

SRISHTI  OIL STORES, RAJAHMUNDRY

S.NO.
PARTICULARS

                   QTY

           RATE PER

AMOUNT

1.
COCONUT OIL


1000  KG.

35/- PER KG.
    35,000

2.
PALM OIL


  500  KG.

30/- PER KG.
    15,000

                3.
S.F. OIL



 1000 KG.       

30 /-PER KG.            30,000












-----------












   80,000





C.S.T. @  4%





     3,200





SALES TAX 8%
                   



     6,400




SURCHARGE 5%




                        320




PACKING CHARGES 1%




        800




FREIGHT 





        500




COMMISSION
-5%




   - 4,000.











--------------

RS. EIGHTY SEVEN THOUSAND TWO TWENTY ONLY)




     87220
  
PURCHSE INVOICE  :   1956 (CASH)                                  

In the transit  20 packets of  coconut oil is damaged,    10  packets of Palm oil received excess and   5 packets of SF oil  is  received short.   Use  Debit note  and  Credit notes

  
Coconut oil  200 kg. transfer from  Gn-1 to   Gn-2,  

  
Sf oil  100 kg.. transfer from  Gn-2 to  Gn-1.
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MODEL  EXAM  PAPER :
Theory


               30 marks

I   - Select the correct Answer:




  20 Marks
  
1.  Trial Balance   is a ….


     1. Ledger balances Statement
2. An asset  
     3.  Giving Aspect

     4. Asset purchase

5. Statement of  Assets,Liabilities,Expenses,Incomes

  
2.  Raw Material  come under:


     1. Patents


2. Stock in hand
      3. Purchases


     4. Electrical Installations
5. Indirect income
      6. Stock

  
3.  These are current Assets:


     1. Sundry Debtors

2. Stock
     
      3. Furniture

        
     4. Machinery

5. Fans

                  6. Car

  
4.  These are  Personal Accounts:


      1. Capital


2. Bank  account
      3. Assets


      4. Furniture

5. Salary

      6. Interest
  

 
 5.  These are Real Accounts:: 


      1. Carriage  inward

2. Cash

      3. stock


      4. Machinery


5. Stock  sales
      
      6. Repairs

  
6.  These are loans (liability)

      1. Loan from Krishnarao
2. Bank Loan                   3. Rent  advances


      4. Bills payable

5. Secured Loans
      6. Bank of India

  
7.  Current Liabilities are:


      1. Bank O.D

2. Sundry Creditors


       3. Select  Company
4. Unsecured Loan
      5. Company info
      

 
 8.  Day book  contains :


      1. All journal entries of the day
2.  Cash Payments
      3. Purchase order


      4. Sales Order

5.  Cash/credit entries of the day

  
9.   These are Revenue Items :


      1. Furniture

2.  Salary                 
      3. Car


      4. Depreciation
            5.  Bank  a/c                      6.  Insurance Prepaid

10.  Items shown in Inventory  Info menu :


      1. Stock groups

2.  Groups


3. Ledger


      4. allow actual/bill quantity
5.  Stock items
            9.  Debit note

11. Features  of  F12 :


      1. Use cr/dr instead of  to/by                2.  Allow  cost  category


       3. Cash entries allowed in Journals     4.  Maintain godowns

12.  Stock Item  can create in:


      1. Account info – single mode
2. Inventory info – Single item


      2. With Alt+C option

3. Inventory info-
4.  stock info

13.  F5 option is used for ::


       1. Payment voucher

2. Purchases

3. Stock-in-hand


       4. Bank reconciliation
            5. sales

            6. opening stock

14.   Features of F11:

       1. Allow purchase order 
            2. Allow Debit notes
& credit notes


       3. Cash book

            4. Dr/Cr  instead of  To/ By


15.   What are the ledgers for  the transaction “ interest received on Investment”?

       1.  cash


2.  Capital

3.  Drawings


       4.  Interest (cr)

5.  Interest (dr)
            6.  Expenses
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16. Alt+ F7 used for :

      1. stock transfers

            2. kg 

          
 3.  stock


      4. Manufacturing accounts
5. nos.
         

 6. Measurement

17. Items covered in the  Assets side of  Balance Sheet::


      1.  Income on sale of  asset
2. income on sale of stock



      3.  Closing stock         
            4. Cash & Bank Accounts
18. Items come under  ‘Unit of Measurement’:

      1.  Simple/Compound
2. Symbol        
3.  Calculator


      4.  Vouchers types

5. units

            6.  Press ‘ C’

19. These are some important  vouchers in Voucher entry:


      1.  Purchase order

2. cash book 


      3.  Journal


4. day book

5. Direct Mode

20. These are come under P & L Account.


      1.  Advance rent

2. Bad debts

3.  Machinery


      4.  Furniture Repairs
5. Capital        
            6.  Loan

 

 II  Fill in the Blanks


 


              10 Marks

    1.  Group Name  for ‘ Bank loan’ …………….…..………………………………………
  2. Alt+F1 used for  …………… …………..……………….……………….………………
  3. Trading  account  is an Account or Statement? ……. ..................................

  4. Cont+F8 is used for  ………………………………………….…… ……………………
  5. Alt +F4  is used for ……………………………………………… ………………………
  6. What are the versions in Tally ?………………. .................................. ...........

  7. CR. means ………………………………………….…………… …..……………………
  8. Input Vat Tax is charges on  ….………………………………….……………………
  9. C.S.T. Means ……… …………………………………….…………… …………………
10. Excise Duty is come under ……………………………..…….………….this group.

11. F11 is for ……………………………………………………  …….………………………
12. Accrued Income  is come under ………………… ……..…………….……. Group

13. Tally Vault is used for ………………….…………………… … ….…….………….…
14. Alt+F7 is used for ………………………………………  ………….…………….…….
15. ‘Cont+n’ option is used for ……………………………… ……….………………..….
16.  Group name for ‘Work in progress’ ……………………………………………..…..
17. Stock taken for personal  use is  under ………..…………………..……….group. 

18. Voucher types  used for …………………..   ………………….…………………..….
19. F10 is used for   …………………………………………………………..……………..
20. Stock Journal is used for: …………… ……… ……………………………………… 
---00---
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Practical

             70 marks

I.
Create Ledgers under concerned groups and


             25 Marks

 record the transactions through Vouchers  


Started Business with Rs.50000/-, opened a bank account with Rs.20000/-,  purchased furniture for Rs.5000/- and machinery for Rs.10000/-, 

Purchased goods for Rs.14,000/-, sold goods for Rs.8000/-Purchased goods from Malhotra & co rs. 11000/-, paid telephone rent  by cheque Rs.500/-,  purchased typewriter for Rs.2100/- from Universal Typewriter Co on credit. 

Sold goods to Keshav Ram for Rs.12000/- , sold goods for Rs.2000 , cash drawn from Bank for personal use Rs.1500, received cash from Keshav Ram Rs.11900/- and  discount allowed Rs.100.   cash paid into Bank  5800,  

Shares purchased @ Rs.65/- per share  and  commission paid Rs.20/-,   

stock returned to Malhotra & co,  Rs.1000,  amount paid  to Malhotra & co rs. 10000/- by cheque,  

sold  shares at Rs.65/- per share,  commission paid rs.20/-  

goods purchased from Ramesh  Rs.2100/-  and sold goods  to Suresh Rs.3000/-  suresh returned goods Rs.100/-.     Purchase returns to Ramesh Rs.100/-  

Rent paid by cheque Rs.1000/-  paid salaries to staff Rs.1500/-  goods  cash sales Rs.2000/-  traveling expenses paid Rs.100/-
II
Record the following with VAT  Option.
   

      20 MARKS

Started business with cash Rs.200000/- , Opened a Bank account with  Rs.100000/-

Purchased 1000 nos. Lux Soaps @Rs.14/- from Baburao and company, Nagapur.,  Add  4% CST.   

Purchased 500 Rexona soaps @ Rs.15/- each from D.Ramanaidu, Hyderabad.,  Add 12.5% input tax.

Purchased 1000 kg. of Basumati rice @Rs.35/- per kg from Hyderabad, add CST 4%and 4% input tax. 

Sold 400 Lux  soaps @ Rs.16/- each to X Ltd.,  Add 4% CST  and Add 4% output tax.  

Sold 1000 kgs of rice @ Rs.40 each to Y Ltd., Add CST 4% and  4% output tax.

Sold Rexona Soaps @18/- each to  NTR  and  output vat Tax 12.5%

Cheque received from Y Ltd.,  Rs.1500/-  Cash received from ‘X’ Ltd., Rs.2000/-

Cheque sent to Baburao.,  for Rs.8000/-  

Cash given to D.Ramanaidu., Rs. 2500/- 

III. Record the following  Trial Balance and Prepare P&L A/c 

and Balance Sheet.






 











25 MARKS









Dr (rs.)

Cr (rs.)


Capital

..

..

..


 45,000



Provision for doubtful debts

..


  
   1,200



Sales

..

..

..


 73,100
            


Purchase returns

..

..


     700



Opening Stock




 16,000


Carriage inwards



     500


Carriage outwards



  1,000


Sales returns
..

..

  1,000






Discount allowed

..

     600


Discount Received






     300



Furniture
..

..


11,700






Bad debts
..

..

     800


Sundry  Debtros

..


25,000


Sundry  Creditors

..




   8,000



Loan to Mr. X
..

..

11,000


Loan from Mr. Y

..

..


   
   7,000



Drawings
..

..

  
  4,000






Wages

..

..

     500






Insurance premium

..

  1,200






Salaries

..

..

13,000






Rent

..

..

  1,300


Rent received
..

..

..


     800


Rent outstanding

..

     200






Cash at Bank
..

..

  8,000


Cash on hand
..

..

     700






Purchases
..

..

 40,000












         -----------
            -----------








        1,36,300
         

1,36,300


Adjustments:


Closing stock Rs.9500/-,  Prepaid insurance: 200,  Interest on  x Loan  at 10%  and  Interest on  Mr. Y loan @ 9%,  Depreciation on Furniture @5%, Goods  Rs.500/- used by proprietor,  doubtful debts provision @10%.
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