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ACCOUNTING AND TAXATION - SECOND YEAR

FOREWORD

Dear Learners,

This book is intended to serve as a ready reference for learners of
vocational higher secondary schools. It offers suggested guidelines
for the transaction of the concepts highlighted in the course content.
It is expected that the learners achieve significant learning outcomes
at the end of the course as envisaged in the curriculum if it is
followed properly.

In the context of the Right- based approach, quality education has

to be ensured for all learners. The learner community of Vocational
Higher Secondary Education in Kerala should be empowered by
providing them with the best education that strengthens their
competences to become innovative entrepreneurs who contribute
to the knowledge society. The change of course names, modular
approach adopted for the organisation of course content, work-
based pedagogy and the outcome focused assessment approach
paved the way for achieving the vision of Vocational Higher
Secondary Education in Kerala. The revised curriculum helps to
equip the learners with multiple skills matching technological
advancements and to produce skilled workforce for meeting the
demands of the emerging industries and service sectors with national
and global orientation. The revised curriculum attempts to enhance
knowledge, skills and attitudes by giving higher priority and space
for the learners to make discussions in small groups, and activities
requiring hands-on experience.

The SCERT appreciates the hard work and sincere co-operation of
the contributors of this book that includes subject experts,
industrialists and the teachers of Vocational Higher Secondary
Schools. The development of this reference book has been a joint
venture of the State Council of Educational Research and Training
(SCERT) and the Directorate of Vocational Higher Secondary
Education.

The SCERT welcomes constructive criticism and creative
suggestions for the improvement of the book.

With regards,
Dr. P. A. Fathima

Director
SCERT Kerala
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ABOUT THE COURSE

The overall development of a country largely depends upon the growth of the
economy, which can beachieved only through thegrowth of businessand commerce.
Themainam of educationisto cherish theyouth to beacatayst inthisprocess. The
youth can contributealot towards the process of building the nation by activily
taking part in different creative areas of thefast growing economy.

Accounting and Taxation courseisdesignedto impart the skillsin manua accounting,
taxation, IT and computerised accounting to the learners. The rapid pace of
globdization andindustridization offerslarge number of employment opportunities
inthisfiddinIndiaaswell as abroad. Thiscourseisintended to creste sdf confidence,
handsonindustria experienceand self relianceto thelearners. Theavailability of
employment opportunitiesinlargenumber of small and medium scalemanufacturing,
trading and service providing organizations, BPOs and KPOs make the course
moreattractive.

Thiscourseisdesigned to cater to the needsof loca, nationa aswell asinternationa
requirement of skilled employeesinthefieldsof accounting andtaxation. Theindudtrid
accounting practice especialy in BPOsand MNCsleadsto dividetheaccounting
cydeintodifferent specidized accounting skills for accountscompilationand andysis.
Thiscoursewill play apivota roleby providing entry level positiontothelearners.
Thepossbleindustrid linkagewill provide opportunity for facilitating effective On-
the-Job Training and empl oyability through campusrecruitment. Moreover, the
courseisstructured to be competent to the courses of NSQF inthe sameskill area
and isexpected to reducethe number of higher secondary passoutsgoing for termina
accounting practice courses offered by private ingtitutions. In addition to the
employability in State and Central Government departments, PSUs, private
organizationsand BPOs; this course offerswide opportunity for salf entrepreneurship
ascommercial tax practitioner. Thiscourseaimsto develop va uesand ethics of
bus nessaccounting and tax practicing amongst thelearners.
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MAJOR SKILLS

TheModule3 and 4 of thiscourseisdesigned toimpart thefollowing skillsamong

thelearners.

A)

B)

Computerised Accounting skill
Taly ERPO customisation kil

Financia Accounting skill (Accountsonly)

Financial Accounting skill (Accountswith Inventory)

Accounting skill in VAT, TDSand Service Tax
Bank Reconailiation kill

Report generating skill

OnlineAccounting skill in Quick Books
Tax Practicing skill

Saary incomeassessment kil

Income Tax assessment kil

Advance Tax assessment kil
TDSapplication kill

Income Tax returns preparation skill
E-filingkill

VAT assessment kil

VAT returnsfilling skill

CST application skill

Service Tax gpplication skill

Exciseduty and customs duty gpplication skill
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SYLLABUS
MODULE 3 - COMPUTERISED ACCOUNTING
Unit 3.1 Introduction to Computerised Accounting (10periods)

Accounting system-need and benefits of Computerized A ccounting-transition from
Manual A ccountingto Computerized Accounting- list of Accounting softwares.

Unit 3.2 Fundamentalsof tally ERP9 (20 periods)

Featuresof taly- Taly versons-Taly ERP9- requirementsfor ingtdlingtally- steps
foringtdlingtaly-benefitsof tdly-taly licensng-gateway of taly/screen components
of tally- company creation- select and shut -split company data-Alt company-F12
configuration.

Unit 3.3BasicAccounting Informationin Tally (30 periods)
Menu rel ated to accounts- groups- predefined groups- managing groups- creating
groups and sub group - display, alter and del ete groups - multiplegroups- ledgers
- singleledger creation, display, at and delete - multipleledger creation, display
and alt.

Unit 3.4Accountingvouchersin Tally (60 periods)
Voucher types- configuring vouchers-creating vouchers-display, dt, duplicating and
cancelling of vouchers-predefined vouchers.

Unit 3.5taxAccountingin Tally (60 periods)

Enabling VAT (VAT must bereplaced with GST when GST isimplemented and
incorporated in Tally)-Enabling TDSintally-Enabling Service Tax intaly.

Unit 3.6 Cost centresand inventory information (60 periods)

Cost categories and cost centres-create, display, alter and del ete cost category-
cost centre- create, display, alt and del ete cost centres-accountswith inventory-
stock group- stock category- stock item- godown-units of measures.

Unit 3.7 Orders, invoicesand reports (50 periods)

Purchase order- sal es order-invoice-cheque printing-trial bal ance-bal ance sheet-
profit and loss account-day books-bank reconciliation statement.

Unit 3.8 QuickBooks (50 periods)

Introductionto Quick Books-featuresof QB-usesof QB-set up company accounts-
QB centre-setup taxes- -Set up customer -create new customer-utility button -
reportsrel ated to customers-Set up suppliers-create anew supplier-utility button-
report related to suppliers- chart of accounts-working with transaction-reportsin

QB-customizing reports.
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SYLLABUS
MODULE 4 - TAXATION

Unit 4.1Introduction to Taxation (20 periods)
Meaning of Tax - Need for tax - Classification of tax - Meaning of Cessand Surcharge
Unit 4.2IncomeTax (100 periods)

Meaning of IncomeTax-IncomeTax Act 1961-IncomeTax Rule 1962-basic terms
- Genera charging section - Residentia status and scope of Income Tax -Heads of
income - exempted incomes under sec10(fully exempted only) - Computation of
income under the head salary - Computation of GTI - PAN - Deductions -
Compuitation of total income- Incometax rates-computation of tax.

Unit 4.3Advancetax, TDSand Tax Returns (100 periods)
Advancetax -TDS - Income Tax assessment - Income Tax returns- E-filing.

Unit 4.4 ValueAdded Tax(***vat must be replaced with GST when GST is
implemented) (100 periods)

VAT - Basictermsused in KVAT -Input VAT and output VAT - VAT schedules-
VAT rates- Presumptive VAT - Compounding of tax - Input tax credit- Computation
of VAT - Procedurefor e filingof VAT returns - Liability for registration - Procedure
for registration- The CST

Unit 4.5 Other Indirect Taxes (***this chapter must be replaced with GST
when GST is implemented) (20 periods)

Service Tax - Excise Duty - Customs Duty
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MODULE - 3
COMPUTERISED ACCOUNTING

OVER VIEW

Themanud method of keeping and maintaining bus nessrecordsfound unmanagegble
in modern bus nessenvironment duetoincreasein thevolumeof transactions. With
theintroduction of computersin busi ness, themanua method of accountingisbeing
replaced. Moreover, the database technology has revolutionized the accounts
departments of business organizations. Need for computerized accounting arises
from the advantages of speed, accuracy and lower cost of handling the business
transactions. Now adays, smal and medium sized businessorganizationslargely
dependson online backup and database support for meeting their businessaccounting
requirements.

By learningthefirst two modul esof thecourse, learnersarefamiliar with thegpplication
of information technol ogy in business data processing and how the accountsare
prepared manudly. Now wel ook accounting in acomputerized environment. Itisto
be remembered that the fundamental accounting principlesand concepts do not
changewhether booksof accounts are maintained manually or are computerized.
Thebasi c accounting principlesto recognizethedebit and credit of assets, liahilities,
expenses and incomesin the manual accounting system isapplicableassuchin
computerized environment.

Thismoduleisaimedto providecomputerized accounting skillsand makethelearner
capabl e of using computersfor accounting and MIS purposes. Sincelarge number
of learnersgofor jobsin accountingfieldin Indiaaswell as abroad; an attemptis
made to equip the learners with the capability of managing Tally ERP9 and
QuickBooks softwares so that they can beplaced tofill the gap of skilled accounts
assistants.
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UNIT 3.1:
INTRODUCTION TO COMPUTERIZED
ACCOUNTING

Introduction

Thisunit ded swiththeimportanceof computerized accountinginthe present scenario
of businessenvironment. Thelimitationsof manua accounting emergestherevolution
to computerised accounting acrosstheworld. At present anumber of accounting
softwaresareavailableinthemarket. Let'sdiscussthe demeritsof manua accounting
aswdll asthebenefitsof computerised accounting. Thischapter aimsto makethe
learner eager to learn accounting softwares.

\

Learning outcomes

The Learner:
e  Explains Manual Accounting and Computerised Accounting

¢ Distinguishes Computerised Accounting and Manual
Accounting

e  Describes the benefits of Computerised Accounting

* ldentifies the need of Computerised Accounting

¢ Qutlines the steps involved in the transition of Manual
Accounting to Computerised Accounting.

e Listsout the different accounting softwares

Types of Accounting System

Historicaly accounting wasamanual processusing paper booksand documentsfor
recording bus nesstransactionsand for financia informetion. Thevolumeof business
transactionsincreased consequent to theexpang on of businessand related activities.
Manua method of maintai ning books of accountswasfound to beinsufficient for
largescdebusnessunits. With theintroduction of computersin business, themanua
method of accounting isbeing gradually replaced. Finaly, thedevel opment in data
base technologies influenced accounting process significantly. The need for
computerised accounting ari sesfrom the advantages of speed, accuracy, storage
and cost benefitsin maintaining and handling books of accounts. Assuch, based on
the usage of technology, the system of accounting can beclassified as

1. Manua Accounting and
2. Computerised Accounting.

Need and benefits of Computerised Accounting

Theintroduction of computerised system of accounting providesmaor advantages
like
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|

Soeed Accuracy

Visuals Data access

Data manipulation Automatic documents generation
Up to date information  Cost effective

Reliability Security

N\

Manual Accounting Vs. Computerised Accounting

[ MANUAL ACCOUNTING

COMPUTERISED ACCOUNTING

Thetransactions areidentified
manually.

Thetransactions areidentified on
the basis of well designed
programmes.

Transactions are recorded and
retrieved through
origina entries.

Transactions are recorded and
storedin well designed
data base.

Transactions are recorded twicein
journal and ledger.

Data are processed automatically in
classified ledger accounts.

Reports are generated manually.

System generated reports.

Opening and closing entries
made manually.

Stored in data base.

Chances of incurring errors — high.

Low

L ow speed, accuracy, reliability
and data manipul ation.

.

High

Transition from Manual Accounting to Computerised Accounting
Trangition frommanual accounting to computeri sed accounting can bedonewiththe

following steps

akrwdNE

6. Back upthedata
List of accounting softwares

Assessthe needs of an organisation.

Learn about the available softwares.

Try thesoftware before purchasingit.

Gather al of manua accounting recordsof the organi sation.

Enter dl datafor the current accounting period into the software.

Tdly, QuickBooks, Sage, Fresh Books, Wave, Xero, Microsoft Dynamics, Bill.com,
AccountEdge, Less Accounting, Intacct, AccountMate, Wings. Daeceassy,

Peachtree.

&
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TE QUESTIONS

1. Modern businessconcernslargely depend on computersfor accounting? Do
you agree? If yes, givereasons.

N

List out any five differences between manual accounting and computerized
accounting.

3. Aretail trader is seeking an expert opinion on computerising hisaccounting
system . Being an expert, suggest the stepsto befollowed?

e

List out any 4 widdy used accounting softwares.
. Takethe odd one ouit:

(@) Intacct (b) Daeceassy (c) MSAccess (d) Peachtree.
6. What arethelimitationsof manua accounting?

ol

What aretherequirementsto install aComputeri sed accounting system?

What arethe stepsto befollowedto convert from manua accounting to com
puterised accounting?

9. Fill upthetable

Benefits of computerised accounting ]
Accuracy Automatic document generation
Reliability | e,

10. Computerised Accounting systemissuitablefor largescaebusnessunits.
Do you agree? Justify your opinion.

11. Listout any two foreign accounting softwares.

&
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UNIT 3.2
FUNDAMENTALS OF TALLY ERP9

Introduction

One of themost popular and user-friendly accounting softwaresin Indiais Tally
ERPO. It was devel oped by Tally Solutions Private Limited. TheTally software
supportsconcurrent multi-lingud capability. Taly ERPOmaintainsdl typesof books
of accounts, financid atementsandaso mantainsplatform for satutory compliance
to meet the requirements of an organization. Let's discuss the requirementsfor
ingtdling Tally ERP9, stepsfor ingtalling Tally and Tally licensing. The softwarecan
be applied by inserting company information of the user. Create and ater functions
may beexecuted to modify company information and Tally screen componentscan
also befamiliarized.

|_earning outcomes

~

The Leaner:

. | dentifies the features of Tally

. Explains the requirements for installing Tally
. Explains the steps required for installing Tally
. Sarts Tally ERP9

. Lists out the benefits of Tally

. | dentifies the need for Tally licensing

. Describesthe types of Tally licensing

. Identifies|icense menu

. Describes various Tally components

° Creates a company

. Selects a company

. Shuts a company

. Alters company

. Fixes company features

. Configures the company by using F12

. Uses short cut keys
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Tally ERP9

Tally isan application softwarefor accounting purpose. Tally handlesdifferent types
of vouchersand maintainsall primary books of accountsand financid statements.
Tally ERPOisthelatest version of Tally software series. Tally ERP9 usesthe latest
technology andincorporates complex featuresin simplified manner. It supportsthe
ability to operate an enterprise businessfrom any where asrequired by the medium
and largeenterprises.

Features of Tally ERP 9:

The main features of Tally are:

¢

¢

¢

User friendly package

It can create unlimited companies concurrently (up to 9999 Nos.)
Accountingfeatures:.

¢ Noaccounting codes

Unifiedledgers

®  Book keeping and comprehensive accounting

e Multi currency accounting

*  Pinting

e Security control

e Unlimited cost and profit centres

Inventory features:

e Stock control for multi location

*  Warehouse management for multi location

e Hexibleunitsof measure

e Recording of stock movement and stock aging

e Multiplestock vauation

® Fxingvariousmaterid levels

Automation of employeesrecords (payroll)

Profitability satement of every product/project or service canbeeasly generated
Datacan be synchronised and updated from multiplelocations
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¢ Itishighly secured against datatampering

¢ Ithasvery powerful audit facility

¢ Tdlyprovidesinteractiveonlinehep

¢ Opendatabaseconnectivity facility isavailable
¢ VAT, SarviceTax, TDSand TCScompliant
Versions of Tally

Talywasstarted withitsfirst verson Taly 4.5. It wasaM S DOS operating system
based programme. The subsequent Taly versonsare Taly 5.4, Tdly 6.3, Tdly 7.2,
Taly 8.1, Taly9and Taly ERP9. InERP9version of tally in addition to silver
edition, gold edition and auditors edition are also available. ERP 9 providesall
necessary payroll compliancessuch as PF, ESI, Professiona Tax computationand
Income Tax on Salary income. Remote access can also be donewith identity ie,
Taly.NET id authentication.

Requirements for installing Tally.

[ Processor : IBM PC with Intel 80586 or better |
RAM : 256 MB or more
Disk Sorage ; At least 40 MB
Installation Drive CD ROM drive
Operating system Wndows 98 or above

Steps for installing Tally.

Stepl : Insert Tdly CD containing Tally programme

Step2 : Doubleclick on'INSTALL.EXE'.

Step3 : Click on'NEXT' button to get license agreement screen

Step4d : Click on'l AGREE then get New Installation screen where "application
directory', 'datadirectory’, ‘configuration directory’, ‘languagedirectory’
etc can bealtered.

Step5 : click on'NEXT button to select Country and Language

Step6 :  After selection of Country and Languageclick on' INSTALL' buttonand
finaly on'FINISH' BUTTON

Tally Licensing

Thedngleuser licengngor Multi user licenang may beavailableasper thereguirements
of theuser. Multi user facility isavailableonly with Tally ERP9 Gold version. To

view licensing, sequenceisasunder:
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Gateway of tally > F12: Configure > Licensing
Gate way of Tally - Screen components
Opening screen of Tally ERP9isdividedinto 6 sections

1. TitleBar 2. Horizontd Button Bar
3. Bottom Pane 4. Main area of thescreen
5. Button Pand 6. Cdculator area

Company Creation

PressAlt F3 or Click Cmpany Info > select 'Create Company' > Variousfields
may be properly filled up, press 'enter' to accept the datagiven > Now the
Company getscreated.

Select, Shut, and Alt company

1. To select company . Gateway of Tdly >F1> Sdect the Company from
thelist > Pressenter

2. To shut acompany . Gateway of Taly>Alt+F1> Sdect the Company
fromthelist > Pressenter

3. ToAlter acompany . Gateway of Taly>Alt+F3>Alter> PressEnter>
Givechangesand save

Current Period and Current Date

Current period meansfinancial period inwhichyou areworking. Tally refusesto
accept thedate prior to or after the current period. So after creating acompany you
haveto changethe current period so that thefinancial year fallswithin the current
period. If you want to work with another company not with the current period, but
to an earlier period you haveto changethe earlier period to current period to work
with that company.

Current period can be changed by pressing 'Alt + F2' and entering into the new
period. Current date means the date you worked last during the current period.
Voucherswill have same date of current date. To change current date, press'F2'.

Configuring Company
Configuration changesmay affect dl activecompaniescreatedintally. To configure

acreated company, click on F12 Function key. Various optionsin configuration
menuare:
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1. Genera 2. Numericsymbols

3. Acctginventoryinfo 4. \oucher entry

5. Invoice/ordersentry. 6. PayRoll Configuration
7. Banking Configuration 8. Printing

9. E-mailing 10. Daaconfiguration
11. Advanced configuration 12. Product and Features
13. Licensing 14. Quit.

PRACTICAL IN DETAIL

From thefollowing detailslet's create acompany. To navigate between thefields,
you can use Enter, Tab, thearrow keysor the mouse.

FIELD DATA TO BE ENTERED
Directory Accept what is displayed on the screen.
Name ROYAL AGENCIES PVT LTD
Printing Name ROYAL AGENCIES PVT LTD
Address Balasore, Odisha, India
State Select 'Orissa from the list of states displayed.
PIN Code 756001
Telephone No. 9437264738
E-mail Address royal @gmail.com
Currency Symbol (pre-defined)
Maintain Accountswith Inventory
MAINTAIN OPTION DESCRIPTIONS )
Accountswith Inventory Both Financia Accounts
and Inventory
Records of the Company
Financid year from 1-4-2016
Booksbeginningfrom 1-4-2016
TalyVault Password (if any) Skipfield- Do not
enter any details
Use security control No
| BaseCurrency Information Skipsfiddautomatically )




Reference Book

BASE CURRENCY INFORMATION

Number of Decimal Place

Show amountsin millions?

Is symbol suffixed to amounts ?

Put space between amounts
and symbols ?

Symbol for Decimal Portion

Decimal Places for Printing
Amountsin Words

FIELD DESCRIPTION
Base Currency Symbol Pre-set as a default currency Rs. (as
specified earlier)
Formal Name Complete name for the currency symbol.

By default, thisis set to
Indian Rupees.

By default, thisis set to 2.

Tally caters to currencies where the different
parts of large amounts are called by special
names. By default, thisis set to ‘No.'

By default, thisis set to No.
By default, thisis set to Yes.

By default, thisis set to paise.
By default, thisis set to 2.

Answer- Go to gateway of tally- Press Alt F3 - Select create company - give

details as specified above

TE QUESTIONS

1. Briefly explainthefeaturesof Taly ERP9.

2.  What arethegtepsinvolvedintheingtdlation of Taly?

3. Theaccounting software Tally was devel oped by---------------

-------- function key isused for configuring acompany.

List out therequirementsfor ingtaling Tally.

List out any 8 optionsin configuration menu.




10.
11.
12.
13.
14.
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------- isused asashortcut key for shut company.
Explainthestepsto createanew company in Tally.

What arethe stepsto betaken for atering an existing company?
List thesegquence toview licensingin Tdly.

What isthereevanceof current period and current datein Tally?
Which key isused to exit from an opened window?

Thefirst version of Taly is-------------------

List out the Tally screen components.
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UNIT 3.3
BASIC ACCOUNTING INFORMATION IN TALLY
Introduction
OnceaCompany iscreated intheTaly ERP9, the basic Accounting informationin
Tally may beanalyzed. Itispossibleto view various menu related to accountsand
pre-defined ledger groups. Also see how we can create, alter, delete and display
singleand multipleledger groupsand sub groups.

Learning outcomes
TheLearner:
* Identifies the menu related to accounts
¢ Creates Accounting Info
e  Creates Inventory Info
* |dentifiestheledger groups
e Listsout the predefined ledger groups
e Managesledger groups
e Createsgroups
e  Createssub groups
¢ Displaysgroups
e  Altersgroups
e Deetesgroups
¢  Createsmultiple groups
¢ Displaysmultiplegroups
e  Altersmultiple groups
e  Explainsthe meaning of ledgers
* Identifiesthefieldsin theledger creation window
e Createssingleledgers
* Digsplaysledgers
e Alters ledgers
e Deéetesledger
*. Createsmultipleledgers
* |dentifiesthefieldsin multipleledger creation window
* Displaysmultipleledgers
e Altersmultipleledgers
e Usesshort cut keys




ACCOUNTING AND TAXATION - SECOND YEAR

Menu related to accounts
Step 1. Sdect thecompany by clicking on F1, Select company fromthelist.

Step 2. Select theoptionAccount Info. Accountsinfo option givesan overdl
information of groups, ledgers, Voucher typesand Quit and Inven
tory Info consists of Stock Group, Stock items, Unit of Measures,
Voucher typesetc.

Groups and Pre-defined Groups

Groupsarehd pful in classfying andidentifying account headsbased ontheir nature.
Inthemodernway of accounting al financia entriesare performed using ledgersor
account heads. Tally follows'singleledger concept of accounting'. Itisadvisableto
group/classify ledger Information based ontheir functions.

Tally provides facility to the user to create an own group. It also provides 28
predefined groups. Out of these, 15 are primary group and 13 are sub groups.

Managing Groups
TheTaly user can create own group/sub groups apart from predefined groups. The

user can display and ater groups. Inorder to work on groupsthefoll owing sequence
isto befollowed.

Gateway of Tally > Accountsinfo > Groups
Two typesof groups can be created by the user. They are,
(& Singlegroup : Work ononegroup at atime
(b) Multiplegroups : Permitstowork on many groupsat atime
Create Groups and Sub Groups
a. Creating a new group:

New primary groupscan be created only in advanced mode. For advancemodeclick
on"F12" ontheAcctsInventory Info Configurationto havemaster configuration screen.
Type"Y" for theoption"Allow Advanced Entriesin Masters’ Thesequenceis

Gateway of Tally > Accountsinfo > Groups > Single > create

The user can create new sub groups under another new sub group. Suppose
the user wish to create a new sub group 'Interest paid' under sub group
‘admini strative expenses whichisunder the main group ‘indirect expenses

&
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b.

Indirect Expense (main group)
Administrative Expense (sub group)
Interest paid (sub group)
Undertakethefollowing steps.
Step 1 To create main group 'Indirect Expense’

Gateway of Tally > Accountsinfo > Groups > Single
Create

Givethename'Indirect Expense'.

Step 2 To create sub group 'Administrative Expense' under themain
group 'Indirect Expense
Gateway of Taly> Accountsinfo> Groups > Singlecreate
Givethename'Administrative Expense.
Type'indirect expenses in‘under' field and Save

Step 3 To create sub group 'Interest paid' under the sub group
'Administrative Expense

Gateway of Tally > Accountsinfo > Groups > Single
create

Givethename'Interest Pad'.
Type'Administrative Expenses in 'under' field and Save
Deleting groups : Under take the following steps to delete groups.

Step 1 Gateway of Tally > Accountsinfo > Groups > Single
Alter

Step 2 Select the group to be del eted from the pop up list of groups.
Step 3 Then press"Alt+D" for deletion.
Step 4 Press"Yes' for confirm deletion.

Note : The groups cannot be deleted if it has sub groups

Create, Display and Alter Multiple groups:

a.

Create Multiple Groups:

Itisuseful to createanumber of sub groupsin agroup having sameproperties
astheir parent group.

Follow thegiven sequence:

&



ACCOUNTING AND TAXATION - SECOND YEAR

Step 1. Gateway of Tally > Accountsinfo> Groups
Step 2: From themultiplegroup option, select 'Create

Step 3: Select name of the parent group from the pop up list of groups
under which the sub groups areto be created.

b. Display Multiple Groups:
Undertakethefollowing stepsto display multiplegroups
Step 1. Gateway of Tally > Accountsinfo> Groups
Step 2: From the multiplegroup option, select 'Display’

Step 3: From thiswindow, select the parent group whose sub groups
areto be displayed.

c. Altering Multiple Groups:
Undertakethefollowing stepsto dter multiplegroups
Step 1. Gateway of Tally > Accountsinfo > Groups
Step 2: From themultiplegroup option, select 'Alter' option

Step 3: From thiswindow, sel ect the parent group whose sub groups
aretobealtered

Step 4. Makealterationsif any and save changes.
Ledgers.
Create, Display, Alter and Delete Single Ledger

To createaledger pressthe highlighted alphabet 'C' or click on 'Create option
in"AccountsInfo’ menu. Thesequenceis:
Gateway of Tally > Accountsinfo > ledgers > Create

The various fields available are:

Name, Alias(meansdternative name of ledger account), Under (meansnameof a
main ledger account used for control theledger), Inventory valuesare affected
(applicableonly for purchaseand sdesledgers), Mailinginfo, Tax info, Cost centres
areapplicable (thisisto maintain cost centres- to enablethe cost centrespress F11
and activate'maintain cost centre’) and Opening Balance.

Single Ledger Display:
Gateway of Tally > Accountsinfo >Ledgers > Single > Display

&
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Single Ledger Altering:
Gateway of Tally > Accountsinfo > Ledgers > Single > Alter

Select ledger from the pop up and pressenter for alter.
To be noted that:

(a) Only the authorised user can alter the ledger account.

(b) One cannot alter the parent ledger

Single Ledger Deleting.

Step 1. Gateway of Tdlly > Accountsinfo > Ledgers > Single >
Alter

Step 2: Select theledger to be deleted
Step 3: Press"Alt" and'D" whenthe curser restsat 'Under' field.

Note: If there are transactions or ledger having balance, such ledger
cannot be deleted.

Create, Display and Alter Multiple ledger
Create, Display and Alter Multiple ledger
MultipleL edger Creation:

Stepl: Gateway of Tally >Accountsinfo > Ledgers > Multiple >
Create

The screen contains 'Under group', ‘Nameof Ledger', 'Opening
balance', 'Dr/Cr' fields.
Multiple Ledger Display:
Stepl. Gateway of Tally >Accountsinfo > Ledgers > Multiple >
Display
Multiple Ledger Alter:

Step 1. Gateway of Tally > Accountsinfo > Ledgers > Multiple >
Alter

Step 2: Select theledger to bealtered from the pop up list of ledgers

Step3: Pressthe'Enter key' for ateration. Makethedesired changes
and accept it.
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PRACTICAL IN DETAIL
Qn.1. Create acompany with thefollowinginformation

Name SR and Sons
MailingName SR and Sons
Address No0.20, Rg Street, MG Road

E-mail address

Ernakulam
& sons@gmail.com

Telephone 0484 2670367
Mantain Accountsonly
Financid year from 1-4-2016
Book beginningfrom 1-4-2016

Tally Vault passwordif any

Usesecurity Control No

Formal name INR

Number of decimal place 2

Issymbol suffixed to amount No.

Show amountinmillion No

Put aspace between amount

and Symbol Yes

Decimal placesfor printing

amount inwords 2

Answer:

1. Click'Alt+F3 or select'Com Info' botton at Gateway of Tally menu

2. When Comp Info Menu appearspress'C' or Select create company option

and press Enter

3. Enter theabovedetailsinthecompany creation screen
4. Finally press'Y'to accept the screen
Qn.2. Createthefollowing groupsin the above company.
(& Depreciation (b) OfficeExpense  (c) Return Inwards
(d) Drawings (€) Shop Rent

&
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Answer:
Gateway of Tally > AccountsInfo> Groups> Single/Multiple Create

Inthe group creation screen typethefollowing.

Name :
Under :

Depreciation
Indirect Expenses

Enter other detailsif any and finally press'Y' to accept the screen

Follow the same procedureto create other groups asfollows

Name of group Under
b. Office Expenses : Indirect Expenses

c. Return Inwards : SaesAccount

d. Drawings : Capitd Account
e. Shop Rent : Indirect Expenses.
Qn.3: Alt thegroup 'Shop Rent' to 'Rent Account' inthe Qn.2.above.

Answer:

Stepl.

Step2.
Step3.
Step4.

Select the company 'SR and Sons by pressing F3: Comp Info
button

Gateway of Tally >Accountsinfo > Group >Alter
Select 'Shop Rent' fromthe List of Groups

Changethe nameof Group 'Shop Rent' to 'Rent Account' and
finally press'Y ' to accept the screen

Qn.4: Deletethe group 'Office Expenses inthe Qn.2. above

Answer:

Stepl.

Step2.
Step3.
Step4.

Select the company 'SR and Sons by pressing F3: Comp Info
button

Gateway of Tally >Accountsinfo > Group >Alter
Select 'Office Expenses from the List of Groups
Press’'Alt + D' and press'Y ' to del etethe group
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Qn.5: CreateaCompany with your own detailsin'Accountsonly' modeand create
thefollowing ‘Ledgers

(a) Weges (b) Capital Account

(c) Sdlaries (d) Purchase

() Commission Received (f) Sdes

(g) Furniture (h) SBI Current Account
Answer:

Gateway of Tally >AccountsInfo > Ledger > Single/Multiple Create
IntheLedger creation screen typethefollowing.

Name : Wages

Under Select 'Direct Expenses fromtheList of Groups
Enter other detailsif any and finally press'Y' to accept the screen
Follow the same procedureto create other ledgersasfollow.

Accountslnvolved Under Group
b. Capital Account : Capitd Account
c. Sdaries : Indirect Expenses
d. Purchase : PurchaseA ccount
e CommissonReceived Indirect Income
f. Sales : SalesAccount
g. Furniture : Fixed Asset
h. SBI CurrentAccount Bank Account
Qn.6: Fromthe above question (Qn.4) Alt theledger 'Furniture' to 'Furniture and
Fixtures.
Answer:
Stepl. Select the company you created by pressing F3: Comp Info
button

Step?2. Gateway of Tally >Accountsinfo > Ledger >Alter
Step3. Select 'Furniture fromtheList of Ledgers
Step4. Changethenameof Ledger 'Furniture to 'Furnitureand Fixtures

and finally press"Y" to accept the screen
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Qn.7: Deletethe Ledger 'Commission Received' inthe Qn.4. above.
Answer:

Stepl. Select the company you created by pressing F3: Comp Info button
Step2. Gateway of Tally >Accountsinfo > Ledger >Alter

Step3. Select 'Commission Received fromtheList of Ledgers

Step4. Press'Alt + D'and press'Y' to deletethe Ledger

Qn.8: Supposeyou are posted as accountsassi stant in atrading organi sation, and
you arerequested to createthefollowing Ledgersunder appropriate Groups

inTaly.
1. Rent for the shop 2. Commission Received account
3. Officeequipment 4. Indian Bank Account
5. Generd Reserve 6. Petty Cash
Answer:

Goto Gateway of Tally >AccountsInfo> Ledgers> Single Ledger/Multiple
Ledger > Create. (Create the above said ledgers under suitable group).If
appropriategroupsare not availableby default, groupsshould also becreated.

SHORT-CUT KEYS ’
FUNCTIONS KEYS
To Create Single Ledger A-L-C
To Create Multiple Ledger A-L-R
ToDisplay SingleLedger A-L-D
To Display MultipleLedger A-L-|
To Create Single Group A-G-C
To Create Multiple Group A-G-R
ToDisplay Single Group A-G-D
To Display Multiple Group A-G-I
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TE QUESTIONS

Tally provides----------- number predefined groups.
Explainthe stepsinvol vedin the creation of new singlegroup.
List out thevariousfieldsavailablefor ledger creation.
Statewhether thefollowing statement istrueor false.

A w D RE

"The authorised user can alter the ledger account only and cannot alter the
parent ledger.’

5. What do you mean by groupsand pre-defined groups?

6. Explainthestepsto create multiplegroups.
7. Matchthefollowing:
f Functionality Short-cut Keys )
To CloseaCompany Alt+F3
To Changetheaccounting Period Alt +F1
To Create/Alter/Shut acompany F2
To Changedate Alt+F2

8. Listthesequenceto display multiplegroups.
9. Explainthe stepsto createasub group under main group.

10. Tally provides ------------- number of primary groups and ------------- sub
groups.
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UNIT 3.4
ACCOUNTING VOUCHERS IN TALLY

Introduction

Recording Journal entry isthe primary function of accounting. In Tally the user has
toidentify debit and credit aspects of transactionsand itsrecording ispossibleonly
through voucher entry. To execute voucher entry, theuser hastoidentify the nature
of voucher to be sel ected then configure the mode, content and styleof vouchers.
Let'sdiscusstheflexibility in creating, dtering, del eting, duplicating and cancelling
thevouchersinthischapter. For making easy learning of voucher entry, company in
'Accountsonly' mode may be adopted.

\

Learning outcomes

The Learner:

C Identifies the vouchers in Tally
o Configures vouchers

- Creates vouchers

o Displays vouchers

C Alters vouchers

C Duplicates vouchers

- Cancels vouchers

o Lists out predefined vouchers in tally
O Uses Short cut Keys

Voucher in Tally

Vouchersare used for recording day to day transactions. Tally hasseverd predefined
voucherswith different formatsfor different types of transactions.

Voucher Types

1. Contravouchers: Thisvoucher isused for fund transfer between cash and
bank only

Gateway of Tally > AccountingVVoucher > Contra(F4)

2. Purchasevouchers. Thisvoucher isused for recording all entriesrelated to
credit purchase
Gateway of tally > Accounting Voucher > Purchase (F9)
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3. SdesVoucher: Recordsal entriesrdated to credit sales

Gateway of Tally > Accounting Voucher > Sales(F8)

4. Payment voucher: Thisvoucher recordsall the payments made through bank
or cash

Gateway of Taly > Accounting Voucher > Payment (F5)

5. Receipt voucher: Thisvoucher isrecorded dl recei ptswith bank or cash account

Gateway of Tally > Accounting Voucher > Receipt (F6)

6. Journal voucher: Thistypeof voucher isused for theinterna adjustment of
account. For activating thisvoucher, press'F7'.

Gateway of Tdly > Accounting Voucher > Journd (F7)

7. Credit note: Thisvoucher isused to record returns of goods by the customers.

Gateway of Taly >AccountingVoucher > Credit Note (Ctrl+F8)

8. Debit Note: Thisvoucher isusedto record returns of goodsto suppliers.

Gateway of Tally >Accounting Voucher > Debit Note (Ctrl+ F9)

(Toactivate'credit note' and 'debit note, goto F11 Featuresandtype"Yes'
indebit note/credit note option under the heading 'Invoicing'.)

Configuration of vouchers

Perform thefollowing stepsto configurethevouchers.

Step 1. Click on F12 Configure button on the button panel if the user

wishto configureVoucher

Step 2: Click on "Voucher Entry'
Step 3: Activate/deactivatethe option by typing "Yes' or "No" asper

therequirement.

Create, Display, Alt and Delete Vouchers

1. Creating Vouchers:

Gateway of Tally > Account Info > Voucher Type > Create

a

b.

Name: Typethe name of new voucher typeto be created.

Typeof voucher: Select thetype of voucher from thelist of predefined
vouchers,

Abbr: Givean abbreviation namefor thevoucher.
M ethod of voucher numbering: Thisisto give numbersto the voucher

automaticaly or manudly.
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2. DisplayingVouchers:
Gateway of Tally > Account Info >Voucher Type > Display
3. AlteringVouchers:
Gateway of Tally > Account Info > Voucher Type > Alter and save
changes.
4. DeéetingVouchers:
Gateway of Tally >Account Info > Voucher Type > Alter
Press'Alt +D' for deleting.
3.4.1.4. Duplicating and Cancelling of vouchers
1. Duplicating Vouchers:
Step. 1. Display the day book by foll owing sequence:
Gateway of Tally > Display > Day Book

Step 2: Select the vouchersto be duplicating and press'Alt+2'.Make
thedesired changesand saveit.

2. Cancdlingavoucher:
Stepl: Display theday book by following the sequence
Gateway of Tally > Display > Day Book
Step 2: Select thevouchersto be cancelled and press'Alt + X'
The cancelled vouchersarea so belisted in day book with zero
value and the voucher number will also bereserved.
PRACTICAL IN DETAIL

Qn.1: Enter thefollowing Transactionsin Payment VVoucher.
a. Bought Furniturefor Rs.60,000/-

b. PaidRentfor Rs.15,000/-

c. PaidWagesfor Rs.50,000/-

d. PadCashtoAnandu, asupplier for Rs.25,000/-
e. PadCarriageoutward for Rs.5,000/-

Answer:
Stepl. Create anew company or select an existing company.

&
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Step2. Create Ledger accounts Single/Multiple as shown bel ow.

Accountsinvolved Under (Group)
Furniture Fixed Asset
Rent Indirect Expenses
Wages Direct Expenses
Carriage outward Indirect Expenses

(While creating the ledger accounts, need not enter the amount in the
'Opening Balance' Field)

Step 3: Enter thevoucher.
Gateway of Tally > Accounting Vouchers> F5 Payment

Step4: Select 'Cash' fromtheligt, if itisacash payment or sdlect 'Bank’
if the payment ismadethrough Bank

Step5: Select 'Furniture and type the amount Rs.60,000/- and press
enter togivenarration andfinally press'Y' to accept the screen.

Follow the same procedure to make voucher entriesfor Rent, Wagesand
Carriage Outward.

Qn.2: Enter thefollowing Transactionsin Receipt Voucher.
a. Started businesswith cash for Rs.5,00,000/-

b. Commission Receivedfor Rs.10,000/-

c. Dividend Received for Rs.15,000/-
Answer:
Step1l. Createanew Company or select an existing company.
Step 2. CreateLedger Accounts, single/Multiple as shown below

Accountsinvolved Under (Group)
Cepitd Cepitd

Commission Received Indirect Income
Dividend Indirect Income

(Whilecreating theledger accounts, need not enter the amount in the'Opening

Balance fidd)
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Step 3: Enter thevoucher.
Gateway of Taly > Accounting Vouchers> F6 Receipt

Step4: Select 'Cash' fromtheligt, if itisacash recel pt or select 'Bank'’
if thereceiptismadethrough Bank.

Step5: Sdlect 'Capita’ and type the amount Rs.5,00,000/- and press
enter togivenarrationandfinally press'Y" to accept the screen.

Follow the same procedureto makethe voucher entriesfor Commissionand
Dividend.
Qn.3: Enter thefollowing Transactionsin Contra\VVoucher.
a. Depositedinto SBI current account for Rs.75,000/-

b. Withdrew Cash from Bank for Rs.25,000/-

Answer:
Stepl. Create anew Company or select an existing company.
Step2. Create Ledger Accounts, Single/Multipleas shown below
Accountsinvolved Under (Group)
SBI Bank Account

(While creating the ledger accounts, need not enter the amount in the
'‘Opening Balance' Field.)

Step 3: Enter thevoucher.
Gateway of Tally > Accounting Vouchers> F4 Contra
Step4: Select 'Cash' fromthelist

Step 5: Select 'SBI' and type the amount Rs.75,000/- and press enter
to givenarration and Press'Y 'to accept the screen.

Step 6: To make cash withdrawal voucher entry do thefollowing:

Gateway of Tally > Accounting Vouchers > F4 Contra sel ect
SBI fromthelist intheaccount field (Cr) select cash from the
list and enter theamount, givenarration and press'Y ' to accept
thescreen

Qn.4: Enter thefollowing Transactionsin Purchase VVoucher.

Rs.50,000/-

a. Purchased goodsfrom M/s. Anandu Trading Co. Ltd.for Cash
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b. Purchased goodsfrom M/s. Kalyani Tradersfor Cash Rs.75,000/-

Answer:
Step 1. Create anew Company or select an existing company
Step 2. Create Ledger accountssingle/multipleasgiven below
Accountsinvolved Under (Group)
Purchase Purchase
Kdyani Sundry Creditors
Anandu Sundry Creditors

Step 3: Enter thevoucher.
Gateway of Tally > Accounting Vouchers> FOPurchase

Step 4 Sdect Kalyani Tradersas 'Party'sA/c Name fromthelist and
enter theamount Rs.50,000/- pressenter

Step5: Sdlect 'Purchase’ and pressenter to give narration and finally
press'Y ' to accept the screen.

Follow the same procedure to make the voucher entry of M/s. Anandu
Traders.

Qn.5: Enter thefollowing Transactionsin SalesVoucher are:
a. Sold goodsto Rgj for Cash Rs.35,000/-
b. Sold goodsto Amalkrishnafor Cash Rs.25,000/-
Answer:
Step 1. Create anew Company or select an existing company.
Step 2. Create Ledger accountssingle/M ultipleas shown bel ow

Accountsinvolved Under (Group)
Sdes Sdes

Ra Sundry Debtors
Amakrishna Sundry Debtors

Step 3. Enter thevoucher.
Gateway of Tally >Accounting Vouchers > F8 Sales

>
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Step 4. Select Ry as 'Party's A/c Name' from the list and enter the
detallsif applicableand pressenter

Step 5. Select'Sales and pressenter to give narration and finally press
"Y' to accept the screen.

Follow the same procedureto makethevoucher entry of Amalkrishna.
Qn.6: Enter thefollowing transactionsin Debit Notevoucher.
a. Returned goodsto Manoharan and Sons Rs.5000/-
b. Returned goodstoAnjali Traders Rs.3,500/-
Answer:
Step 1. To activate Debit Note voucher do thefollowing:
Gateway of Taly > Accounting Vouchers

PressF11: Featuresand sdect 'Yes inthefid d use Debit/Credit
Notesunder invoicing.

Step 2. Create anew Company or select an existing company.
Step 3. Create Ledger accountssingle/Multiple as show bel ow

Accountsinvolved Under (Group)
Purchase Return PurchaseAccount
Manoharan and Sons Sundry Creditors

Anjdi Traders Sundry Creditors

Step 4. Enter thevoucher.

Gateway of Tally > Accounting VVouchers> Debit Note (Press
Ctrl + F9or click Debit Note button from button panel.

Step 5. Sdlect 'Manoharan and Sons (Dr) from thelist and enter the
amount Rs.5,000/- pressenter.

Step 6. Select 'Purchase Return’ (Cr) and pressenter to give narration
and finally press'Y" to accept the screen.

Follow the same procedureto makethevoucher entry of ‘Anjai Traders.
Qn.7: Enter thefollowing transactionsin Credit Note voucher.
a. Rgureturned goodsworth Rs.4,000/-
b. Manu returned goodsworth Rs.2,000/-
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Answer:
Inorder to activate Credit Note voucher:
Gateway of Tally >Accounting Vouchers
PressF11: Featuresand select 'Yes inthefield use Debit/Credit Notes under
invoiang.
Stepl. Create anew Company or select an existing company.
Step?2. Create Ledger accountssingle/Multiple as show bel ow.

Accountsinvolved Under (Group)
SalesReturn SaesAccount

Raju Sundry Debtors
Manu Sundry Debtors

Step 3. Enter thevoucher.

Gateway of Taly >Accounting Vouchers> Credit Note (Press
Ctrl + F8 or click Credit Note button from button panel

Step 4. Select 'Rgu’ (Cr) fromthelist and enter theamount Rs.5,000/
- pressenter

Step 5. Select 'SdesReturn’ (Dr) and pressenter to givenarration and
finally press'Y" to accept the screen.

Follow the same procedure to make the voucher entry of 'Manu'.

Qn.8: Enter thefollowing transactionsin gppropriate vouchersand display ledger
accounts.

Purchased goods from George Rs.15,000/-

Sold goodstoAnil Rs.8,000/-

Cash Deposited to SBI for Rs.5,000/-

Paid Rent Rs.2,500/-

Received cashfrom Anil Rs.2,000/-

Paid cashto George Rs.4,000/-

Purchased Furniturefrom Luisand SonsRs.6,000/-
Returned goodsto George Rs.4,000/-
Goodsreturned by Anil Rs.3,000/-

10. Received commission Rs.2,000/-

© © N oo g kM DN P
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Answer:
Step 1. Createanew company with your own details
Step 2. Createtherequired ledger accounts.
Step 3. Enter theVouchers.
Gateway of Taly > Accounting Vouchers
(Makevoucher entry as per thegiventable)

( SI No.[ Accountsinvolved | Dr/Cr [Amount [Voucher tobeused )

1 Purchase Dr 15,000 Purchase
George Cr

2 Anil Dr 8,000 Sdes
Sdes Cr

3 SBI Dr 5,000 Contra
Cash Cr

4 Rent Dr 2,500 Payment
Cash Cr

5 Cash Dr 2,000 Receipt
Anil Cr

6 George Dr 4,000 Payment
Cash Cr

7 Furniture Dr 6,000 Journd
Luisand Sons Cr

8 George Dr 4,000 Debit Note
Purchase Return Cr

9 SdesReturn Dr 3,000 Credit Note
Anl Cr

10 Cash Dr 2,000 Receipt
Commisson Cr

Step4. Display Ledger Accounts
Gateway of Tally > Display > Account Books > Ledger

Qn9: On1-4-2016 Mr. Senapathy started abusinessnamed Roya Agenciesby
bringing Capital of Rs.25,00,000 by cheque and deposited thesamein
HDFC Bank account.




ACCOUNTING AND TAXATION - SECOND YEAR

3-4-2016 Mr. Senapathy withdrew Rs.60,000 for Shop Expenditurefrom
Bank (Cheque No-503451)

5-4-2016 Mr. Sengpathy purchased Furnitureand Fixtureworth Rs. 2,50,000
for the Shop by Chegue. (Ch. No-530452)

8-4-2016 Mr. Senapathy rented apremisesfor hisbusinessat Rs. 3,500
per month. He paid a Security Deposit of Rs.50,000 by cheque.

(Ch. No- 503453)

10-4-2016 Mr. Senapathy issued achequeto M/sQRS for the purchase of
thefollowing. Assets ( Ch. No-503454).

Cost of assets are:
Cell Phone
Computer
Electrica Fittings
Tota

Rs.15,500
Rs. 35,000
Rs. 15,000
Rs. 65,500

You are requested to help him by creating voucher entries for the above

transactionsin Tdly.

Qn10: Theclosing balancesinthe Booksof Accountsof M/SAK Traders,
aregiven below. You arerequested to bring the Ledger Accountsas
opening inthenextfinancid year.

Share Capita

Reserves

Profit

Bank Loan

BillsPayable

Provision for bad debts
Accounts Payable:

M/s.Eminent traders

M/s.Primier Deders

Provisonfor IncomeTax

VAT Payable

TDS(Cr.)

Rs.2,500,000/-
Rs. 4,50,000/-
Rs.2,50,000/-
Rs.15,00,000/-
Rs.2,00,000/-
Rs.3,00,000/-

Rs.45,000/-
Rs.34,000/-
Rs. 75,000/-
Rs.4,5000/-
Rs.3,800/-
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Land Rs.20,00,000/-
Premises Rs.10,00,000/-
Stock Rs.12,00,000/-
Accounts Receivable:
M/s.Rg Traders Rs.28,000/-
M/s.MohanRg Rs.35,000/-
M/s.Maharg Traders Rs.29,000/
M/s/Royad Electronics Rs.76,800/-
Bank Accounts:
SBT Current Account (Acoount No. 340000765) Rs56,000/- (Dr.)
SBT SB Account (Account No. 548700098) Rs.78,000/-(Dr.)
Fixed Deposit (SBT) Rs.9,00,000/-
SHORT-CUT KEYS
[ FUNCTIONS KEYS ]
To Create Voucher type A-V-C
To Display Voucher type A-V-D
To Alter Voucher type A-V-A J

TE QUESTIONS

1. Listoutthevariousvoucher typesintally. Also mention thefunction key used
for each.

2. Thevoucher used to transfer fund between cash and bank is---------

(a) Payment voucher ( b) Receipt voucher (c) Contra voucher
(d) Journa voucher

3. Explanthestepsinvolvedintheconfiguration of vouchers.
Explainthe proceduresinvol vedintheduplication and cancdlation of vouchers.
5. Matchthefollowing

Name of Vouchers Keys )
Payment \Voucher F4
ContraVoucher F7
SalesVoucher F5
Journd Voucher F8
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6. Explainthestepsto cancel apurchasevoucher.
7. Statethevoucher typefor thefollowing transactions.
(a) OpensaBank account
(b) Bought Machinery from Mr. Abu and Co. on Credit
(c) Sold goodsto Mr. Alex
(d) Paid sdary
8. Fill intheblanks

Nameof L edger Under group
1. Furniture | mmemeee-
P i Indirect Expense
3.BillsPayable [ --------
4.Commissonreceived | --------

. J

9. Theterm ‘Alias’ refers to
10. Which short-cut key isused to display Multiple Groups.
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UNIT 3.5
TAX ACCOUNTING IN TALLY

Introduction

Inmost of thefinancia transactionswe can seethat thereissome sort of Tax eement.
ie, VAT, TDS, ServiceTax etcinit. Tdly ERP9 facilitatesto incorporate the above
said taxesand statutory deductions by configuring taxes menu. Thischapter dedls
withenabling VAT, TDSand Service Tax in auser'sbusiness. For enabling VAT and
making voucher entry for VAT, thecompany in'Accountswith inventory mode may
be adropted.

~

Learning outcomes

TheLearner:
* |dentifies VAT terminologies
* Enables VAT

e Listsout ledgers pertaining to VAT

* Makes voucher entry with VAT

e Computes VAT

* EnablesTDS

* Listsledgerspertainingto TDS

¢ Creates TDSvoucher types

e Makes voucher entry with TDS

¢ Makes TDSreports

e Computes TDS

* Enables Service Tax intally

* |dentifies ledgers pertaining to service tax
¢ Creates service tax ledgers

¢ Makes voucher entry with Service Tax

Enabling VAT in tally
Stepl. Gateway of Tally > F11 Features > Statutory & Taxation.

Step2. Activatethe option 'Enable ValueAdded Tax' and 'Set/Alter
VAT details by typing 'Yes against these options. Then givethe
followingdetails
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Givethenameof State

Typeof dedler: Select 'Regular’
Regular VAT gpplicableform:  Typetherelevant date

Finaly accept the screen

Ledger pertaining to VAT
Theledgersthat are affected VAT are:
» SdeslLedger
» PurchaselLedger
» Party Ledger
» Input VAT Ledger
» Output VAT Ledger

Sales Ledger
Step. 1.
Step.2.

Purchase Ledger

Step. 1.
Step.2.

Gateway of Tally >Accountsinfo > Ledgers > Single Create
Fll intheinformation in thisscreento create sd es@5% |l edger.
Type'Yes against thefield 'Inventory val ues are affected'
Type'Yes against thefield 'Used in VAT return’

Select therequired classification (sales@5%) Finally accept the
screen.

Gateway of Taly>Accountsinfo > Ledgers> Single Create

Fill intheinformation in thisscreen to create Purchase@5%
ledger.

Type'Yes against thefield 'Inventory val ues are affected'
Type'Yes against thefield'Used in VAT return'

Select therequired classification (Purchase@5%) Finally accept the screen.

Party Ledger
Step. 1.
Step.2.

Gateway of Taly >Accountsinfo> Ledgers> Single Create
Fill intheinformation in thisscreen and accept.
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Input VAT Ledger
Step. 1. Gateway of Taly > Accountsinfo > Ledgers> Single Create
Step.2. Fill intheinformationinthisscreento create'Input VAT @5%'
ledger
Step.3. Select 'Dutiesand Taxes in 'under group'
Step.4. Select therequired classification (VAT) from the drop down
ligt.
Step.5. Select VAT subtype'Input VAT
Step.6. Select VAT/Tax Class'Input VAT @5%'
Step.7. Set thefield 'inventory values are affected’ as'No'
Step.8. Rounding Method is: 'Not applicable' and finally accept the
screen.
Output VAT Ledger
Step. 1. Gateway of Taly > Accountsinfo > Ledgers> Single Create
Step.2. Fill intheinformationin thisscreento create'Output VAT @5%
ledger’
Step.3. Select 'Dutiesand Taxes in 'under group'
Step.4. Select therequired classification (VAT) from the drop down
ligt.
Step.5. Select VAT subtype 'Output VAT
Step.6. Select VAT/Tax Class'Output VAT @5%'
Step.7. Set thefield 'inventory values are affected’ as'No'
Step.8. Rounding Method is: 'Not applicable' and finally accept the
screen
Meaning of TDS

TDS meanstheamount of tax required to be paid by the person whoisliableto pay
any incometo the other person. Thusthetax isdeducted at the source of income
itsdlf. Itisoneof themethods of collecting incometax, which ensurearegular flow
of incometo the government.
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Enabling TDS
Gateway of Taly > F11 Features > F3:Statutory& Taxation
Set'YES to Enable TDS
Set "'YES to Set/Alter TDS Detalls.

Fill theappropriate columns'in company TDS deductor details and saveit.
Note : PAN is mandatory otherwise TDS @ 20% will be deducted.
Ledgers Pertaining to TDS

TDSledgersmay be created depending upon thetype of TDS expenses.

| Ledger Group/Under ]

Tax Ledger Duties& Taxes

Party Ledger Sundry Debtors Creditors

‘Expenses Ledger All Direct/ Indirect Expenses ]
Creating Tax Ledger

Creating Tax Ledger namely 'TDS @ 10%'

Undertake thefollowing stepsto get ledger creation screen

Gateway of Tally >Accountsinfo > Ledgers> Single Creating
Fill thefieldsin the screen asfollows

v" Name: Itisthenameof the Tax Ledgerie, TDS @10%

v" Under: Itisforgrouping. Select Duties& Taxesfrom thedrop down list
v Typeof Duty/Tax: select TDS.
v

Natureof Payment: From the drop down list select 'anitem applicablefor
TDS

v Findly accept the screen.
Creating Party Ledger
Gateway of Tally >Accountsinfo > Ledgers > SingleCreating
Fill thefieldsin thescreen asfollows:
v" Name: Itisthenameof the supplier / party

v" Under : Sdlect sundry Creditor from thedrop down list
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v' Maintainbaancebill by bill : Sdlect 'Yes

v IsTDSapplicable: Setitto'Yes.

v Deducteetype: sdlect the Individua/HUF-Resident fromthepop up list
v' Fill thevariouscolumnsand finaly accept thescreen.

Creating Expenses Ledger

Gateway of Tally > Accountsinfo > Ledgers > SingleCreating

Fill thefieldsin the screen asfollows;

v" Name: It isthe name of Expense Ledger

Under : Select 'Indirect Expenses from thedrop downlist
Inventory valuesare affected : Select "No"

ISTDS applicable: Setitto'Yes

Default Nature of Payment : Select from the drop down list(Select the
sameitem selected as nature of payment at thetime of tax ledger creation)

v" Usefor assessablevaluecalculation : Select "No" and saveit.

AN NN

TDS Voucher Entry

@

(b)

Create new voucher types-TDS Payment' and 'TDS Journa’

TDSPayment voucher type: Perform thefollowing sequence
Gateway of Tally >Accountsinfo > voucher type> Create.
Typethefollowing against thename:

Name : TDSPayment

Typeof voucher : Payment

Abbr : TDSPymnt

Useadvanced configuration: 'yes and findly saveit.
TDSJour nal Voucher type:

Gateway of Tally > Accountsinfo > voucher type> Create.
Typethefollowing against thename:

Name : TDSJournd
Typeof voucher . Journd
Abbr : TDSJml

Useadvanced configuration : 'Yes andfindly saveit
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TDS Reports
Thefollowing TDSreportsare generated automatically by the system.
» Chdlan
» TDScomputation
» TDSPayables
» Ledger Outstanding
Challan:

The TDSpayment vouchersareprinted aschallan. Itisalist of dl transactions
ie, payment vouchershaving Dr. amount to Tax ledgers for aparticular period.

Gateway of Tally > Display > Day Book > PressAlt+F12: range button to
haveonly the TDS payment vouchersfor aspecified period.

TDSComputation:

Thisreport givesalist of party and TDSledger namefor whichthe TDSbills
arependingtill date.

Gateway of Tally > Display > Statements of accounts> TDS outstanding >
TDScomputation.

TDSPayables:

Thisreport givesalist of party and TDS pending amount for aparticular TDS
Ledger.

Gateway of Tally > Display > Statements of accounts> TDS outstanding >
TDSPayables.

L edger Outstanding:
Thisreport isused to find the outstanding status of aparticular ledger.

Gateway of Taly > Display > Statements of accounts>TDS outstanding >
Ledger.

Service Tax in Tally
Meaning:
Itisanindirect tax levied by the Govt. of Indiaon certain category of servicesprovided.

Current servicetax rateon taxableservicesis 14.5%including Swatch Bharath Cess.
From June 1t 2016 onwards.5% Krishi Kalyan Cesswill beadded tothis.

(***  For more details visit www.servicetax.gov.in )
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Enabling Service Tax in Tally

On company information menu click on 'F11: Features > Statutory and Taxation
option and press 'enter' to have 'company operationsalterations screen.

Set "Yes' againg thefollowing options:

v
v

EnableServiceTax?: Yes
Sat/Alter ServiceTax details: Yes. Pressenter

In‘company servicetax details screen' need tofill thefollowing details.

v

NN NN

v

Service Tax Registration Number : Typethe Registration number alotted
by the servicetax department.

Dateof Registration

Assessee code: Enter the code given by the service tax department.
Premises Code No.

Type of organisation: Enter thetype of organisationfromthelist
Enter thedetalsof Divison, Rangeand Commissionerate.

Finaly accept the screen.

Ledgers pertaining to Service Tax

Theledgersaffected by servicetax are:
% SdeslLedger

* PurchaseLedger

%+ Party Ledger

«»» Dutiesand Taxes

Creating Sales Ledger

Step. 1. Gateway of tally >Accountsinfo > Ledgers> Single Create
Step.2. Fill intheinformation in the screento create salesledger
Typethenameof servicein namefield.
Select 'SalesAccount’ from pop up listinunder field.
Type"Yes' agang "isservicetaxesapplicable’
Select the'Default service category' name
Finally accept the screen.
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Creating Purchase Ledger
Step. 1. Gateway of tally >Accountsinfo > Ledgers> Single Create
Step.2. Fill intheinformation in the screen to create Purchaseledger
Typethenameof servicein namefield.
Select "Purchase account' from pop up list in under field.
Type"Yes' agang "isservicetaxesapplicable'
Select the'Default service category' name
Finaly accept the screen.
Creating Party Ledger
Step. 1. Gateway of tally >Accountsinfo > Ledgers> Single Create
Step.2. Fill intheinformationinthe screento create Party | edger
Typethe name of person or company providestheserviceinthe namefield

Select 'Sundry creditor' or 'Sundry debtor' whichever is applicable for sale or
purchasefrompop up listinunder field.

Type'Yes against 'isservicetaxes applicable
Select therequired category name
Type servicetax number and serviceregistration date.
Finaly accept the screen.
Creating Duties and Taxes.
Step 1. Gateway of tally>Accountsinfo>Ledgers>Single Create
Step 2. Theledgersto be created for sale of serviceare:
1. ServiceTax on sale
(Under- 'Dutiesand Taxes', Type of Duty -'Service Tax' and Tax Head-
'Servicetax’)
2. Education Cess servicetax on sales:
(Under-"'Dutiesand Taxes,
Typeof Duty -'Service Tax', and Tax Head- 'Education cess Servicetax’)

(Under- 'Duties and Taxes, Type of Duty -'Service Tax', and Tax Head-
'Servicetax’)
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3. Secondary Education Cess servicetax on sales:

(Under- 'Duties and Taxes, Type of Duty -'Service Tax', and Tax Head-
‘Secondary Education cess Service tax’) (Under- 'Dutiesand Taxes, Type of
Duty - 'Service Tax', and Tax Head- 'Servicetax’)

Step 3. Theledgersto becreated for purchase of serviceare:
1. ServiceTax on purchase
(Under- 'Duties and Taxes', Type of Duty - 'Service Tax', and Tax Head-
‘Servicetax’)
2. Education Cess servicetax on purchase:

(Under- 'Dutiesand Taxes, Typeof Duty - Service Tax', and Tax Head- '
Education cess Servicetax’)

(Under- 'Duties and Taxes, Type of Duty -' Service Tax', and Tax Head-
‘Servicetax’)
3. Secondary Education Cess servicetax on purchases:

(Under- 'Duties and Taxes, Type of Duty -' Service Tax', and Tax Head- '
Secondary Education cess Servicetax')

Entering vouchers entry sale of service
Step.1. Gateway of taly >Accounting vouchers > sales (F8)
Step 2. Give party name (to whom serviceisrendered)
Step 3. Select'Sales in particularswindow
Step 4. Givedescriptionfor saesof service:

Such as'Ref no', 'Name', 'Type of Service, 'Category of service, 'Service
Amount' etc.

Entering vouchers entry purchase of service
Step.1. Gateway of taly >A ccounting vouchers > purchase (F9)
Step 2. Give party name (fromwhom serviceisreceived)
Step 3. Select 'Purchase in particularswindow
Step 4. Givedescription for purchaseof service:

Such as'Ref no', 'Name', Type of Service, 'Category of service, 'Service
Amount' etc.
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Display service tax payable

Gateway of tally > Display > Statutory reports> Servicetax payable > Bill
datewise.

PRACTICAL IN DETAIL
Qn.1. Enter thefollowing transactionsin appropriate vouchersand prepare VAT

computation report.

01/04/2016 = Purchasefrom Royal Vegetables 10 Kg. Tomato @Rs.30
per Kg.

02/04/2016  Sold 5 Kg Tomato to Anandu and Company @Rs.35 per
Kg.
VAT Rate for Tomato is5%.

Answer:
Step 1. Create anew company with your own details.

Step 2. PressF11: Features > Statutory & Taxation > Enable VAT >
finally accept the screen.

Step 3. Createthefollowing Ledger Accounts.

L edger Under Group
Purchase PurchaseAccount ( Set 'Yes to 'usedin VAT returns
in Statutory information, sel ect Purchase@5% from
thelist)
Input VAT @5% Dutiesand Taxes (Typeof Duty/Tax is'VAT',

VAT sub Typeis'Input VAT', VAT/Tax Class. Select
‘Input VAT @5% fromthelig, findly Savethescreen

Sdes SalesAccount ( Set 'Yes to 'used in VAT returns' in
Statutory information, select Sdes @5% fromthelist)
Output VAT @5% Dutiesand Taxes (Typeof Duty/Tax is'VAT', VAT

sub Typeis'Output VAT', VAT/Tax Class. Sdlect 'Input
VAT @5% fromthelit, finally Savethescreen

Roya Vegetables Sundry Creditors

Ananduand Company | Sundry Debtors

&
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Step 3. Enter Vouchers

(1) PurchaseVoucher: Gateway of Tally >Accounting Vouchers> F9 > Party's
Alcfield: Royal Vegetables> Enter > Purchase Ledger: Purchase > Select
Purchase > Enter Amount > Select Input VAT @5% (Amt automatically
displayed) press'Yes to accept.

(2) SalesVoucher:Gateway of Taly >Accounting Vouchers> F8> Party'sA/c
field : Anandu Traders> Enter > Sales Ledger: Sales> Select Sales> Enter
Amount > Sdlect Output VAT @5% (Amt automatically displayed) press'Yes
to accept

Step 4. Display VAT computation Report
Gateway of Tally > Display > Statutory Report > VAT > VAT
Computation.
Qn.2: On 1-4-2016 Abraham and Bros purchased two wheelersfrom JJ Motors.
Thefollowing detailson purchasearegiven below:

(Code No. | Product Category | VAT | Qty. | Rate At
001 HondaActiva | Two wheeler | 14.5% | 10 58,000 | 5,80,000

\

002 Victor -do- 145% | 23 62,000 | 14,26,000
003 Passion Plus -do- 145% | 15 70,000 | 10,50,000
\ 004 Duke -do- 145% | 16 83,000 13,28,0001
Thefollowing arethe detail s of sales made during the month of April 2016.
r Code No. Product Category VAT Qty. Rate ‘
001 HondaActiva Two wheeler | 14.5% 08 65,000
003 Passion Plus -do- 14.5% 12 80,000
004 Duke -do- 14.5% 13 95,000

&

Prepare VAT Computation Report for themonth April 2016.

Qn.3: M/s. Facto Factors company Ltd. K.P Road Kollam, isafactory servicing
agency, paid Rs.35,000/- to Mr.Sabin Subhash (PAN- APJRT 7369D) one of
itsagents on 2/4/2016, as'Commission and Brokerage' for hisservice.
Generate TDS Computation report and TDS Payable.

&
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Answer
Step 1. Createthe company with the above details
Step 2. EnableTDS'Yes in F11: Features (Statutory and Taxation)
Step 3. Createthefollowing Ledger:

(& Commissionand Brokerage: Under Indirect Expense,
EnableTDS

(b) TDSonCommissionand Brokerage: Under dutiesand
Taxes, EnableTDS

(0 Subin Subhash: Under Sundry Creditors, Enable TDS,
GivePAN inTax Information

(if PANisnot giventaly will automatically deduct 20%
asservicetax)

Step 4. Createthefollowing Voucher type:

(& TDS Payment: Gateway of Tally > Accounting Info >
Voucher Type> Create

(b) TDSJournal: Gateway of Taly >Accounting Info >
Voucher Type> Create

Step 5. Voucher Entry: Gateway of Tally > Accounting Voucher >
F7(Journd) >TDS Journdl

Step 6. Gateway of Tally > Display > Statutory Report > TDS Report
> Computation.

Qn.4: Pathanjdi Insurance Servicing Agenciesof Ernakulam paid thefollowing
expenses to Mr. Alex Joseph ( PAN - PNJRS3721Q)

Name of Expense Amount (Rs)
Insurance Commission 38,000
Fee for professional service 49,000

Generate TDS Computation report and TDS Payable
Answer: Follow the procedure explained in Qn3 above.

Qnb5: You arerequested to makethefollowing voucher entries after enabling VAT
and TDSin TalyERP9inyour existing Company.

1/4/2016 - Opened asavings bank account with SBT for Rs45,00,000/- a/c

number 009876218762.
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2/4/2016 -

3/4/2016 -

4/4/2016 -

5/4/2016 -

Bought on credit from M/sRam Hardwares, invoice number 8775
500 packets of Ramco cement @ Rs400/pack VAT 14.5%

100 tones sted pipes @Rs.4500/ per tone VAT 10%

Cash salesmade Invoice number 101.

150 packets of Ramco cement@ Rs.450/packet VAT 14.5%

Received commission ( 10% TDS has been deducted) Rs.72,000 by
cheque N0.123045

Sold on credit to M/s Sree Ram Construction Company Invoice
number102.

250 packets of Ramco cement @ Rs 420/packet VAT 14.5% 30
tone steed @ Rs.5,000/tone. VAT 10%

Rent paid by cheque N0.5464323 Rs25,000/- . TDS 10%

SHORT-CUT KEYS

FUNCTIONS KEYS
To Create Sngle Cost Category A-O-C
To Create Multiple Cost Category A-O-R
To Display Sngle Cost Category A-O-D
To Display Multiple Cost Category A-O-

To Alter Sngle Cost Category A-O-A
To Alter Multiple Cost Category A-O-T
To Create Sngle Cost Centre A-C-C
To Create Multiple Cost Centre A-C-R
To Display Single Cost Centre A-C-D
To Display Multiple Cost Centre A-C-|

To Alter Sngle Cost Centre A-C-A
To Alter Multiple Cost Centre A-C-T
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TE QUESTIONS
[llustrate thestepsinvolvedinenabling VAT intaly.

2. Listouttheledgerspertainingto VAT intally.

w

© © N o o &

A trader wants to create a sales @14.5% ledger in Tally. Help him by
summarizingthestepsinvolved.

Explainthemeaning of theterms TDSand Service Tax.

List out and explainvarious TDS reportsautomatically generated by Tally.
List out thevarious VAT terminologies.

TIN stands for-------------

Summarisethe stepsrequiredto enable TDSinTaly.

What arethe stepsto create an 'Input VAT Ledger'?

10. What aretheledgers pertaining to Service Tax?
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UNIT 3.6
COST CENTRES AND INVENTORY
INFORMATION

Introduction

In manufacturing and trading organi sationswhere varioustypes of inventoriesand
gpares areto be maintained, inventory control and management isavery difficult
task. Tally ERPO facilitatesthe option to executeinventory control and management.
Inventory control ismade possibleby creeting, altering groups of inventory, items of
inventory and godownswherethey are stored. It a so provides spaceto create cost
centers, helpsto cost ascertainment and control.

Learning outcomes

\

TheLearner:
. Defines cost categories
. Creates cost categories

. Displays cost categories
. Alters cost categories

. Deletes cost categories

. Defines cost centres

o Creates cost centres

. Displayscost centre

. Alters cost centre

* Deletes cost centre

. Explains Accounts with inventory
. | dentifies stock groups

. Creates stock groups

* Creates stock category

. Displays stock categories
. Alters stock categories

. Deletes stock categories
. Defines stock item

o Creates stock item
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. Creates multiple stock items
. Displays stock items

. Alters stock items

. Creates godowns

. Displays godowns

. Alters godowns

. Creates multiple godowns
. Displays multiple godowns
. Alters multiple godowns

. Defines units of measure

. Creates units of measure

. Displays units of measure
. Alters units of measure

. Uses short cut keys

Cost Categories and Cost Centres
Cost Categories. It allowsalocation of atransactionto cost centres.
Cost Centres. Cost centres arethe centerswhere cost or expenses are alocated.

Create, Display, Alter and Delete cost categories.

1. Create, Display, Alter and Delete cost categories.
Creating cost categories:

Type'Yes for the option'Maintain Cost Centres and 'M orethan ONE Pay
Roll/Cost Category' in 'F11 Company features screen.

Perform following stepsto create cost categories.

Step.l.  Gateway of tally > AccountsInfo > Cost Category >Single >
create.

Thecost category creation screen contains:
1. Create, Display, Alter and Delete cost categories.
Type'Yes for the option'Maintain Cost Centres and 'Morethan ONE Pay

&>
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Roll/Cost Category' in 'F11 Company features' screen.
Perform following stepsto create cost categories.

Step.l.  Gateway of tally > Accountsinfo > Cost Category >Single>
create.

The cost category crestion screen contains.

% Name: Typethe name of cost category

% Alias. Typean dternative nameof cost category

“» Allocate Revenueitems. Enableit by typing "Yes or 'No' for thisoption.

++ AllocateNon-Revenueitems: Type"Yes' to enablecapital expenditure
incurred on cost centres.

Displaying Cost categories:
Gateway of tally > AccountsInfo > Cost Category > Single> Display.
Altering Cost categories:
Perform thefollowing stepsto ater acost category.

Step. 1. Gateway of tally>AccountsInfo > Cost Category > Single >
Alter.

Step.2. Select the cost category to beatered from the pop uplist and
make desired change and accept it.

Deleting Cost category:
Step. 1. Gateway of tally > accountsinfo > cost category > single>Alter.
Step.2. Select the cost category to bedeleted from the pop up list.
Step.3. Press'Alt+D' to delete the cost category.
Note : Cost category cannot be deleted if it has transaction.
Creating, Displaying and Altering Multiple Cost Category:
Create Multiple Cost Categories
Gateway of tally > AccountsInfo>Cost Categories> Multiple> Create
Typethenameof Cost Categoriesto be created and al ocatethem to Revenue
item/Non-Revenueitem and Saveit.
DisplayingMultiple Cost Category:
Gateway of tally > Accountsinfo > Cost Category > Multiple> Display.
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Altering Multiple Cost Category:
Gateway of tally > AccountsInfo > Cost Category > Multiple > Alter.
Create, Display, Alter and Delete Cost Centre:
CreatingaCost Centre:
Gateway of tally > AccountsInfo > Cost Centre > Single > Create.
Thefidldstobefilled are:

» Category: By default taly creates primary cost category towhich al cost
centresareallocated.

» Name Typethenameof cost centre
» Aliass Specify thedternativename

» Under: Cost centre being created can be aprimary or secondary cost
centreand press"Yes' to accept.

Displaying Cost Centre:
Gateway of tally > Accountsinfo> Cost Centre> Single> Display.
Altering Cost Centre:
Gateway of tally > Accountsinfo> Cost Centre> Single> Alter.
M ake necessary changesand accept it.
Deleting Cost Centre:

Step.l.  Gateway of tally > Accountsinfo> Cost Centre> Single>
Alter

Step.2.  Select thecost centreto be deleted from the pop up list.
Step.3.  Press’Alt+ D'todeletethe cost centre and confirm del ete.
Create, Displaying and Altering Multiple Cost Centres:

CreateMultipleCost Centres:

Gateway of tally > AccountsInfo > Cost Centres > Multiple> Create
Select thefollowings.

Under Cost Centre :  Allitems

Category . Sdlect thenameof category fromthepop up list
Nameof Cost Centre:  Givethenameof Cost Centre
Under . Primary
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Displaying MultipleCost Centre

Gateway of tally > AccountsInfo > Cost Centres > Multiple> Display
Altering MultipleCost Centre:

Gateway of tally > AccountsInfo> Cost Centres > Multiple> Alter

Cost category summary report can be viewed as follows:

Gateway of tally > Display > Satements of account > Cost Centres >
Category summary

Accounts with Inventory:

If the company iscreated as'Accountswith Inventory', then only the user can
avall inventory information menu.

Creating Stock Group:

Gateway of tally > Inventory Info > Stock Groups> Single > Create.
Thefiddsinthescreenare:

% Name: Typethe name of Stock Group

“» Under: Alist consistsof existing stock group pop up. Select ‘Primary’ for
creating a new stock group

%+ Canquantitiesof item beadded : By pressing "Yes the user can add stock
groupsin sameunit of measure. Finally accept the screen.

Displaying Stock Group:
Gateway of tally > Inventory Info > Stock group > Single> Display.
Altering Stock group.

Gateway of tally > Inventory Info> Stock group > Single > Alter and save
changes

Create, Display and Altering Multiple Stock Group:
Creating Multiple Stock Group:

Gateway of taly > Inventory Info > Stock Group > Multiple> Create.
Displaying Multiple Stock Group:

Gateway of tally > Inventory Info > Stock Group > Multiple > Display.
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Alter Multiple Stock Group:
Gateway of tally > Inventory Info > Stock Group > Multiple> Alter.

Creating Stock categories.

Gateway of tally > Inventory Info > Stock Category > Single> Create.
Displaying stock Categories:

Gateway of taly > Inventory Info> Stock Category>Single > Display.
Altering Stock Categories.

Gateway of tally > Inventory Info> Stock Category > Single > Alter.
Deleting Stock Category:

Step.1.  Gateway of tally > Inventory Info > Stock Category > Single>
Alter.

Step.2.  Select the Stock category to be deleted from thepop up list.
Step.3.  Press'Alt + D' to deletethe Stock category
Create, Display and Alter Multiple Stock Categories:
Creating Multiple Stock Categories:
Gateway of tally > Inventory Info > Stock Categories>Multiple> Create.
DisplayingMultiple Stock Categories:
Gateway of taly > Inventory Info > Categories > Multiple> Display.
Alter Multiple Stock Categories:
Gateway of tally > Inventory Info > Stock Categories>Multiple > Alter.
Create, Display, Alter and Delete Stock items:
Theseareedementary inventory entities, which can beissued and received.
Stock Ledger account isopened for each itemwhichisreferred asstock item.
Creating stock item:
Gateway of tally > Inventory info > Stock items> Single > Create
Fieldsinthescreen are:
» Name: Typethenameof item
» Alias Givedternativenameor number

» Under: Typethestock group to which theitem belongs.
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» Category: Allocatethe stock item to the category desired.

» Units: Select unit of measure of stock.

» Givedetalsof Tax Information’ ontheright side of the screen and saveit.
Displaying Stock items:

Gateway of tally >Inventory Info> Stock items> Single> Display
Altering Stock items:

Gateway of taly >Inventory Info > Stock items> Single > Alter
Deleting Stock items:

Gateway of tally >Inventory Info> Stock items> Single>Alter Select the
stock item to be deleted fromthelist of stock itemsand press'Alt + D'and
confirm by typing'Yes

Creating Multiple Stock Items

Gateway of taly >Inventory Info >Stock items> Multiple > Creste.
Displaying Multiple Stock Items

Gateway of tally >Inventory Info >Stock items>Multiple > Display.
Alter Multiple Stock Items

Gateway of taly >Inventory Info> Stock items> Multiple>Alter
Godowns and Units of measures.

Godowns: Itisaplaceto store stocks. Godownsmay besingleor multiple.
Create Godowns:

Gateway of tally > Inventory info > Godowns> Single > Create

Thefieldsavailableinthescreenare:

“» Name: Nameof thegodown

+“» Under: The user can create 'Primary Godown' or 'Secondary Godown'
under agodownand saveit.

Displaying Godowns.

Gateway of tally > Inventory Info > Godowns> Single> Displ ay.
Alter Godowns..

Gateway of tally > Inventory info > Godowns > Single> Alter
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Deleting Godown

Gateway of tally > Inventory Info> Godowns > Single>Alter

Select the Godown to be del eted from the list of godowns and press'Alt + D'
Creating Multiple Godowns

Gateway of tally > Inventory Info > Godown > Multiple> Cregte.
Displaying Multiple Godowns

Gateway of tally >Inventory Info > Godowns> Multiple> Display.
Alter Multiple Godowns

Gateway of tally >Inventory Info > Godowns> Multiple> Alter.
Unit of Measure:

Unit of measureisof two types:

(@ Smple Simpleunitsconsistsof onesingleunit. ExamplesareNos,,
Kg, Meters, etc

(b) Compound: Compound unit have multiplier or conversion factor.
Examples: abox of 10 piecesetc

Creating Units of Measures.

Gateway of tally > Inventory Info> Unit of Measure > Cregte.

> Type : Simpleor Compound.

»  Symbol . Itistheabbreviated form by whichastock item
isidentified. Example, the abbreviation 'pec’
indicates'pieces.

» Forma Name . Thisrepresent the complete or formal name of

symbol used in creating aunit. For example, the
symbol for number (Formal name) can be’Nos
or 'Num'.
» No.of decimal place : Specify thenumber of decimal places.
Displaying Units of Measure
Gateway of tally > Inventory Info > Unitsof Measure > Display.
Alter Units of Measure

Gateway of taly >Inventory Info >Unitsof Measure > Alter.
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PRACTICAL IN DETAIL

Qn.1: Aravind Trading Company, MG Road Ernakulam hasthree department such
as'Purchasg, 'Production’ and 'Sales. All ocate thefoll owing expenses among them.

Expense Total Amount | Purchase | Production| Sales |
Sday 75,000 22,000 30,000 23,000
Electricity 28,000 8,000 15,000 5,000
TelephoneCharge| 18,000 7,500 2,500 8,000

Answer:

Step 1. Create anew company with theabovedetails
Step 2. Set'Yes totheoption'Maintain Cost Centre' at F11:Feature
Step 3. Create Cost Centers namely 'Purchase, 'Production’ and

'Sales
Step 4. Createthe Ledger Accounts as shown below.
Accountslnvolved Under Group
Sdaies Indirect Expenses
Electricity Indirect Expenses
Telephonecharges Indirect Expenses

Step 5. Enter Voucher.
Gateway of Taly >Accounting Vouchers> Payment.

[Account: Cash > Pressenter > Press Space bar Key > Select Salary >

Enter Rs.75,000>Press enter > Press Space bar Key > Select Purchase
Department > Enter Rs.22,000> Press Space Bar Key > Select Produc

tion Department > Enter Rs.30,000> Press Space Bar Key > Select Sales
Department > Enter Rs.23,000> Give narration if any and press 'Yes' to
accept the screen]

Likewise makethevoucher entry of Electricity and Telephone Charges.
Step 6. Display Cost Category summary

Gateway of Tdly > Display > Statement of Accounts> Cost
Centres> Category Summary

Qn.2: Information relaingto acompany isgiven bel ow.
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Name ; Anand Trading Company
Address ; MC Road K ottayam

Financid year ; 1-4-2016

Mantan : Accountswith Inventory

The Company ishaving two factoriesat Kollam and Ernakulam. Thetwo products
manufactured at Kollam are (1) Electronic chokeand (2) Capacitor. At Ernakulam
the company manufactured (1) LCD Monitor and (2) UPS. Transactionsfor the
month of April 2016 are:

1. 1-4-2016 Purchased raw materid for Kollam (1/3for Electronic Chokeand
2/3 of Capacitor) for Rs.15,000/-

2. 5-4-2016 Purchased raw material for Ernakulam (Equally used by thetwo
products)Rs.20,000/-

3. 30-4-2016 Paid wages at Kollam (1/3 for Electronic Choke and 2/3 of
Capacitor) Rs.24,000/-

4. 30-4-2016 Paid wages at Ernakulam (equal for two products) 42,000/-

All theunits manufactured were sold. The amount of saleswere Electronic Choke
Rs.15,500/-, Capacitor Rs.25,000/-, LCD Monitor Rs.38,000/- and UPS
Rs.34,500/-

Createthe company, cost category and cost centresand a so display theresult after
entering theabovetransactions

Answer:
Stepl. Create Company

Step?2. Set "Yes to the option'Maintain Cost Centre' and ‘Morethan
ONE Payroll/Cost Categoriesat F11:Features

Step3. Createtherequire Ledger Accounts.

(While creating Ledger accountstype 'Yes to the option Cost
Centreareapplicable)

Step4. Create Cost Categories. Two cost categoriesat Kollam and
Ernakulam can be created

Steps. Create Cost Centres. Two Cost Centres 'Electronic Choke'
and 'Capacitor' can becreated at Kollam and two cost centres
'LCD Monitor' and 'UPS can becreated under Ernakulam.
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Step 6. M ake Voucher entries

Qn.3: KayaniTextiles, aleading textile show roomin Paakkad. They wish to open
two godownsfor categorisetheir textileitems. Being anexpertin Taly, help
themto create Godowns, Stock Categories, Stock Itemsand Unit of measures
fromthefollowinginformation.

Godowns . () Thrisur (2) Malappuram
Stock Categories @ (1) GentsWear (2) LadiesWear
Stock Group - (QVimd (2) Live
(3) Roshni (4) Karishma
Unitof Measures (1) Number (2) Meter
Stock Items
[ SI.No| Name Sock Group | Stock Category | Unit of M easur €
1 JeansPants | Live GentsWear Number
2 Shirting Vimd GentsWear Meter
3 Churidar Rashni LadiesWear Number
4 Blousepiecey Karishma LadiesWear Meter )

They Purchased thefollowing goodsfor the Main Location
(& 250 Nos. of Jeanse Pants @Rs.1400/Pant
(b) 500 Mtrs. of Shirting @525/M eter
(©) 400 Nos. of Churidar @ 1200/Churidar
(d) 300 Mtrsof Blouse piece @120/M eter
Salesof the Textilesareasfollows.
(@ 100 Nos. of Jeanse Pants @Rs.1600/Pantsfrom Mal appuram Godown
(b) 150 Nos. of Churidar @Rs.1450/Churidar from Thrisur Godown

Answer:

Step 1. Cregtethe above company with'Accountswith Inventory' mode

Step 2. Set 'Yes to the option 'Maintain Multiple Locations and
'‘Maintain Stock Categories' at F11:Features. (Inventory
Features)

Step 3. Create Godowns. Gateway of Tally > Inventory Info >
Locations
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Step 4. Create Stock Categories:Gateway of Tally > Inventory Info
>Stock Categories

Step 5. Create Stock Group :Gateway of Tdly > Inventory Info >Stock
Groups

Step 6. Create Stock Unitsof Measure :Gateway of Tally > Inventory
Info >Unitsof Measure

Step 7. Create Stock Items:Gateway of Tdly > Inventory Info >Stock
Items

[Name: Jeans Pants > Under: Live > Category: Gents Wear > Unit: No. >
AlternateUnit: Not Applicable> Pressenter > Press'Yes to accept thescreen.]

Follow the same procedureto create the other Stock Items
Step 8. Create'Purchase Ledger' and 'Sales Ledger
Step 9. M ake Purchase Voucher of the abovetransactions
Step 10.  Make SalesVoucher of theabove Transactions
Step1l. Diglay:
Gaeway of Taly > Display > Statement of Inventory > Location

& Category
Gateway of Tally > Display > Inventory Books > Stock Item
& Group Summary
Qn4: Youarerequested to create the under mentioned cost categoriesand cost
centresof your campany
Cost Categories: Departments  Employees Branches
Cost Centres : Maintenance Mr.Alex Mumba
Marketing Ms. Soorya Chennal
Adminigration  Mr.Akash Kochi

You are a so requested to make the following voucher entries enabling the above
said Cost centers.

a Mr.Alex incursconveyance expensefor Rs.2000/ for maintenance of a
productinMumbai.

b) Paid Salary for themonth of April 2016 to Ms. Soorya Rs.35000/-
c) Pad officeexpense to Mumbai Branch Rs.3575/-
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Qn.5: Create aCompany with 'Accounts with Inventory' and al so requested to
crestethefollowing

[ Sock Group | Sock Category | Stock Item | Measures |Godown |
Books Noves Arachar Nos. Bin12
Drama Pattabakki Nos Bin13
Stationery Pen Parker Nos Bin 01
Lexi Nos Bin02
Paper Adsze Coir Bin05
\ A3Sze Coair Bin06 )
SHORT-CUT KEYS
FUNCTIONS KEYS )
To Create Single Stock Group I-G-C
To Create Multiple Stock Group I-G-R
To Display Single Stock Group I-G-D
To Display Multiple Stock Group [-G-I
ToAlter Single Stock Group I-G-A
ToAlter Multiple Stock Group I-G-T
To Create Single Stock Categories [-C-C
To Create Multiple Stock Categories I-C-R
To Display Single Stock Categories [-C-D
To Display Multiple Stock Categories [-C-I
ToAlter Single Stock Categories [-C-A
ToAlter Multiple Stock Categories [-C-T
To Create Single Stock Items [-1-C
To Create Multiple Stock Items I-I-R
To Display Single Stock Items [-1-D
To Display Multiple Stock Items [-1-1
ToAlter Single Stock Items I-1-A
ToAlter Multiple Stock Items [-1-T
To Create Single Godown [-D-C
To Create Multiple Godown I-D-R
To Display Single Godown [-D-D
To Display Multiple Godown [-D-I
ToAlter SingleGodown I-D-A
ToAlter Multiple Godown I-D-T
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TE QUESTIONS

1. 'Cost category and cost centresarenot one and thesame.’ Critically evaluate
thisstatement in the context of Tally.

List out the stepsinvolved to create, display, ater and del ete cost categories.

Explainthevariousfid dsavailableinthesingle stock group creation screenin
Tdly.

List out thestepsinvolved inthecreation of singlegodowninTally.
Define Cost centres.

Explainthe stepsto create stock groups.

Which short-cut key isused to create single cost category?
Unitsof measuresare of two types. Which arethey?

© o N o g &~

Which short-cut keysare used to display and alter singlestock items?
10. Listthesequencetodter Unit of measure.
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UNIT 3.7
ORDERS, INVOICES AND REPORTS

Introduction

Asapart of Enterprise Resource Planning, Tally ERP9 providesfacility to Create
Invoices, Ordersand even Cheqgue printing of variousbanks. Varioustypes of reports
required to auser relating to businessmay be generated. Reportsin theform of
Financia statementsin vertical and horizonta forms, Fundsflow and Cash Flow
Statements, Ratio analysis etc. can aso be generated. The datain Tally can be
exported to other softwares such as Ms excel, XML, HTML,PDF format etc.
required for MIS. Let'sdiscusshow Tally helpsusto generate various Invoices,
Ordersand other Financia Reports.

Learning outcomes
ThelLearner:
*  |dentifiespurchaseorder
*  Createspurchaseorder
e  Alterspurchaseorder
*  Deletespurchaseorder
* |dentifiessalesorder
*  Createssalesorder
* Alterssalesorder
e Deletessalesorder
*  Viewsorder position
*  Locatesinvoices
e  Activatesinvoicing
*  Makesinvoice Entry
e  Configuresinvoices
*  Printsinvoices
*  Printscheque
. |dentifies the reports generated in Tally
*.  Generatesreports
*  DisplaysTrial Balance
e  ConfiguresTrial Balance
e  ConfiguresBalance Sheet
e  Configures Profit and Loss account
e  DigplaysDay Books
*  Displays Balance Sheet and Profit and Loss account.
*  PreparesBank Reconciliation Satement
*  Uses Short cut Keys

~
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Purchase and sale orders can be generated by Tally and get printed. Copy of the
same can besent to the supplier or customer. Theorder position can beseeninthe
order summary.

Purchase Order :

Activatethe option 'Allow Purchase Order processing' in ‘Inventory Features' of
F11 Featuresfor enabling the purchaseorder.

Creating Purchase Order.

Gateway of tally > Inventory Vouchers > PressAlt + F4 or Click on Purchase
Order

Thevariousfiedstobefilled in thescreen are;

v' Party'sA/lcName . Sdect thesupplier'snamefromthelist of
LedgerAlc.

v" Order Number . Enter the purchase order number.

v" Purchase Ledger . Sdectfromthepopuplist.

v" Nameof item : Sdectfromthepopuplist.

v" Dueon . Specifytheitemddivery date.

v Locaion . Sdlectthelocation fromthelist of Godowns.

v' Qty, rateand Amt. . Enter thequantity of theitemrequired and its
rate. Theamount will beautomatically calcu
lated.

v Rateof duty . Specify theTax Rate. The Tax ledger account

must be created. If not created press"Alt +
C" forledger creation at thisstage.

Altering Purchase Order.

Gateway of tally > Display > Day Book Select the Purchase Order to be altered
and make necessary changesand saveit.

Deleting Purchase Order.
Gateway of tally > Display > Day Book
Select the Purchase Order to be deleted and press"Alt +D" and confirm.

N
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Sales Order.

Activatetheoption'Allow Sales Order processing' in'Inventory Featuresof F11

Featuresfor enabling the Sales Order.
Creating Sales Order.

Gateway of tally > Inventory Vouchers> PressAlt + F5 or Click on Sales Order
v Thevariousfiddstobefilledinthescreenare:

v Party'sA/c Name

Order Number
SdesLedger
Nameof item
Dueon

Location

Quantity, Rateand
Amount

AN N N NN

v' Rateof duty

Altering Sales Order.

Sd ect the Customer'snamefrom thelist of
Ledger Account Press"Alt + C" to create
new account.

Order number isautomatically displayed.
Select fromthepop uplist.

Select fromthepop uplist.

Specify theitem ddlivery date.

Select thelocation fromthelist of Godowns.

Enter the quantity of theitemrequired and
itsrate. Theamount will beautomatically
calculated.

Specify theTax Rate. The Tax ledger account
must be created. If not created press”Alt +
C" for ledger creation at thisstage.

Gateway of tally > Display > Day Book

Select the Sales Order to be altered and make necessary changesand saveit.

Deleting Sales Order.

Gateway of tally > Display > Day Book
Select the SalesOrder to be deleted and press'Alt +D' and confirm 'Yes,

Invoice.

Activatetheoption'Allow Invoicing' in'Inventory Features of 'F11:Features for

enablingthelnvoice.

N
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Invoice Entry.
Step. 1. Gateway of tally > Accounting vouchers.
Step.2. Press'F8 Key' to select salesvoucher.
Step.3. Press'Cntrl + V' for salesinvoice.
Step.4. Givedetailsof sales and saveit.
Invoice Configuration.
Step. 1. PressF12 configure button to haveinvoice configuration screen
Step.2. Now set'Yes or 'No' for thevariousoptionsto enableor disable
Invoice Printing,.

Select/Display the voucher or invoice to be printed. Press "Alt+ P to print the
displayed Invoiceor Voucher.

Cheque Printing,.
Activate'enablechequeprinting and'Set/Alter cheque printing configuration’ options
in F11:Featuresmenu by typing 'yes against it.

Typethe nameof the company and bank details and pressenter. Finally click on
‘print button' to print chequein set format.

Reports.

Tally automatically generatesanumber of reports oncethevouchersare entered.
Display Trial Balance:

TodisplayTria Balance, select 'Display’ optionin Gateway of Taly and select Trid
Baance

Display Balance Sheet:

Todisplay 'Balance Sheet' select 'Display’ option in Gateway of Tally and select
Balance Sheet

Display Profit and Loss Account:

Todisplay'Profit and LossAccount' select 'Display’ optionin Gateway of Tally and
select Profit and Loss account

N
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Display Day Book:

Todisplay 'Day Book' select 'Display’ optionin Gateway of Tally and select Day
Book.

Bank Reconciliation Statement.

Bank Reconciliation Statement isoneof the prerequisitesof audit. Itisadvised to
give an Effective Datefor Reconciliation during the creation of bank accounts,

Performthefollowing steps:

Step. 1. Display the monthly summery of bank book. Follow the
Sequence;

Gateway of tally > Display > Account books > Ledger >
Select 'Bank' > Press'F5 key' or select 'F5:Reconcil'.

Step.2. Enter the date of each transaction of Bank statementsinthe
field"Bank Dae".

PRACTICAL IN DETAIL
Qn.1. PrepareaPurchase Order inTally withthefollowinginformation
Nameof Supplier : M/s Khaid& Sons, Chinnakkada, Kollam

Order No : 1003

Nameof Item : Reymond Readymade shirts-40 medium
Quantity : 200 Nos

Rate : Rs. 1200/-

Amount : Rs.240000/-

You are also requested to prepare a Sa es Invoicewhen 50 Nos. of shirtsare sold
toM/sAK Textiles @ Rs.1400/-Invoice N0.3002.
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Qn.2. Fromthefollowing datayou arerequested to prepare SBI Current account
(A/c. No. 0000657845) of M/s. A.K. Tradersin Tally ERP9, thereafter preparea
Bank Reconciliation StatementinTally ason 30/04/2015 usingthe Bank statement

givenbdow:
M/sAK TRADERS, KOLLAM
SBI Current Account (A/c. N0.0000657845)
DATE | RECEIPTS| CH.NO. | AMOUNT | DATE PAY  [cH.NO.[AMOUNT
MENTS
6/4/2015 Madh 14500
1/4/2015 Balance b/d 24558 u 157008
4/4/2015 |Mohan 2498702 | 25000 | 1042015 [Rent 157009 5000
8/4/2015 |Cash 5000 12/472015 | AK 157010 25000
Traders
10/4/2015 [Rajendran | 5678903 | 10000 18/4/2015 |Ram & 157011/ 15000
Associates
15/4/2015| Manildl | 7650098 | 20000 | 20042015 | Cash 157012 10000
20472015 Sudheer | 4536700 | 35000 | 25472015 | Sumesh& | 157013 17500
Co.
Balance
30/4/2015 | Ravindran | 6780065 | 75000 30/4/2015 |c/d 107558
Total 194558 Total 194558
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STATE BANK OF INDIA
Branch : Chinnakkada

NAME OF ACCOUNT HOLDER : M/s. A.K Traders, Kollam
CURRENT A/C No.0000657845

Date Particulars  |Deposits| Withdravas| Balance| Dr./Cr.
Rs. Rs. Rs. Rs.
1/4/2015 24,558 Cr.
8412015 | on No. 2498702 | 25,000 49,558 | Cr.
8/4/2015 Cash 5,000 54,558 Cr.
8/4/2015 | ch. No.157008 14,500 40,058 Cr.
12/4/2015 | Ch. No.157009 5,000 35058 | Cr.
15/4/2015 | Ch. No.5678903 | 10,000 45058 |  Cr.
15/4/2015 | Ch.No. 157010 25,000 20,058 Cr.
18/4/2015 | Sudheer 35,000 55058 |  Cr.
20/4/2015 | Cash
Ch. No. 157012 10,000 45,058 Cr.
20/4/2015 | Rajesh
21/4/2015 Charges 500 74,558 Cr.
23/4/2015 | L|C -ECS 1500 73058 | O
25/4/2015 | DividendUTI | 15,000 88058 | O
30/4/2015 | |nterest 750 8g,808 | Cr
SHORT-CUT KEYS
FUNCTIONS KEYS
ToDisplay: Balance Sheet B
Profit and L oss Account P
Stock Summary S
RatioAnalysis R
Trial Balance D-T
Day Book D-D
BR Statement D-A-C
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TE QUESTIONS
LiSt Out thevaiiousTieldsii the i Cihiese OiGei” Ci'eali Oin Wi iaow.
Explainthe stepsto create, ater. display and modify purchase order.
Explainthestepsto create, ater. display and modify salesorder.
How can thecheque printing beenabled in Tally?

o &~ w0 NP

Summarisethesequencesto display Tria Biaance, Profit & Lossaccount
and Balance Sheet.

[llustrate the procedureto makean Invoice Entry.
Describethe stepsto enable Purchase order and Salesorder in Tally.
Explainthestepsto prepareBRSin Tally.

© © N o

The datefrom which wewant to reconcile bank transactionisknown

10. Special combination keys used to duplicate avoucheris...................
HOT KEYS IN TALLY

Windows Functionality Availability
F1 To Select aCompany At all masters Menu screen
F2 To change the current date. Almost al screeninTalyTo
select company Inventory At the F11 Features
screen features
F4 To select the Contra Voucher At Accounting/Inventory

Voucher creation and
alteration screen

F5 To select the Payment Vouche 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 ateratior screen
F8 To Select the SalesVVoucher At accounting/Inventory

Voucher creation and
dlteration screen

J

N
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r

F9 To Select Purchase Voucher] At accounting/Inventory
Voucher creation and
ateration screen
F10| To SdecttheReversngJourna At accounting/Inventory
Voucher Voucher creation and
dterationscreen
F11 | ToSdect Functionsand Features| AtdlthescreeninTaly
F12| To Sdect Configurescreen Atadl thescreeninTaly
SPECIAL COMBINATION KEYS
Windows Functionality Availability
To Close a Company At all Menu screen
Alt + F1 To View detailed Report At almost all report Screen
Toexplodealineintoits Atamost all screeninTally
detals At the Inventory/Pay Roll
To select Inventory Vouchers | Voucher creation or
toalter alteration menu screen
To select theinventory toview | At the Inventory/Payroll
the detailed or condensed Voucher relation and
repor alteration screen in almost
all reports
To Select the company info
Alt+F3 To create/Alter/Shut a Gateway of Tally Screen
company
Alt+ F4 To select the Purchase Order | At Accounting/Inventory
Voucher type Voucher creation and
alteration
To Select the Sales Order At Accounting/Inventory
Alt+F5 Voucher creation and
Voucher type :
dterdion
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To select the Rejection Out

At Accounting/Inventory

.

Alt+F6 voucher type Voucher creation and
To change Sales Order ateration
Voucher Type
To select the Stock Journal At Accounting/Inventory
Alt+F7 .
Voucher type Voucher creation and
. ateration
ToAccept al theAudit lists At Tally Audit Listing Screen
Alt+ F8 To select Delivery Note At Accounting/Inventory
Voucher type Voucher creation and alteration
Alt + F9 To Select the Receipt Note| At Accounting/Inventory
Voucher type Voucher creation and alteration
To Select the physical stock [ AtAccounting/Inventory
Alt+F10 voucher type Voucher creation and
ateration
Alt+F12 Tofilter theinformation based on| At almost all report screens
monetary value
Ctrl + F1 To Select Pay Roll Voucher type| At Accounting/Inventory
Voucher creation and
ateration
: At accounting/Inventory
Ctrl +F8 To Select Credit Note Voucher | \,ocher creation and
alteration screen
At accounting/Inventory
Ctrl +F9 To Select Debit Note Voucher | Voucher creation and
alteration screen
Cirl + F10 To Select Memorandum| At accounting/Inventory
Voucher Voucher creation and
alteration screen
Ctrl+Alt+F12 | Advanced Configuration At the Gateway of Tally
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[ Windows Functionality Availability
Alt+2 | ToDuplicate a Voucher At list of vouchers — create a
voucher similar to the one where
you positioned the cursor and used
thiskey combination
Alt+A To add a voucher At list of vouchers - adds a
To alter the column in columnar | Voucher after the one where you
report positioned the cursor and used this
key combination
Alter the columnin all the reports
which can be viewed in columnar
format
Alt+C | To create amaster at avoucher [ At voucher entry and alteration
screen screens, at afield where you have
To accessAuto Value Calculator | t0 Select amaster fromalist. If the
intheamount field during voucher |NEcessary account has not been
entry created already, use this key
combination to create the master
without quitting from the voucher
screen.
At all reports screen which can be
viewed in a columnar format
At voucher and master (Single)
To delete a Voucher alteration screens. Masters can be
Alt+D | To delete a master deleted subject to conditions, as
To delete a column in any [explainedinthemanual.
columnar report Al the repots screen which can be
viewed in a columnar format.
To export the report in ASCII, [ At gl| reportsscreenin Tally
Alt+E | Exce, HTML or XML format
A list of Vouchers- inserts a
Alt+1 el nse||rt ?)Vouche_r q voucher before the one where you
Totogg € e_twegn LEIET positioned the cursor and used this
Accounting invoice key combination
At certain of sales and purchase
invoice.
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Windows Functionality Availability

Alt+M To e-mail the report Atall reportsscreenin Tally

Alt+P To Print the report At all reportsscreenin Tally

Alt+X To cancel avoucher in Day Book/ [ At all Voucher screenin Tally
List of vouchers

Alt+G To select language for Tally | Atamost all screeninTaly
interface

Alt+K To select the key board| Atalmostall screeninTally
configuration

Alt+L To select the language| Atamostall screeninTally
configuration

Alt+0 To upload the report at website | Atalmost all screeninTally

Alt+N To view the report in automatic| At all the report where columng
columns can be added

Alt+R Toremove alinein areport At all thereport screenin Tally

Alt+S | Tobring back alineyou removed .
usingAlt + R At all thereport screenin Taly

Alt+U To retrieve the last line which is _
deleted using Alt + R At all thereport screenin Tally

Alt+V Frominvoice screen to bring stock | Atinvoicescreen > quantity fielg
journal screen > Alt + V to select the stock

journa

To Register Tally :

Alt+R Atamost al screeninTally

Ctrl +B To Select the Budget
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(Windows

Functionality

Availability

\

Ctrl+Alt+B

To check the company statutory
detall

At al menu screens

Ctrl+C

To select the Cost Centre

To select Cost Category

At groups/L edgers/Cost Centres/
Budget/Voucher types/Currencies
(Accounts Info) creation and
alteration screen

At stock groups/Stock Categories/
Stock items/Reorder levels/
Godowns/VVoucher types/Unit of
measures (Inventory info)
creation/alteration screen

Ctrl + E

To select the currencies

At groups/Ledgers/Cost Centres/
Budget/Voucher types/Currencies
(Accounts Info )creation and
alteration screen

Ctrl + G

To select the Group

At groups/Ledgers/Cost Centres/
Budget/Voucher types/Currencies
(Accounts Info )creation and
alteration screen

Ctrl +H

To view the support centre

Atamost all screeninTally

Ctrl +1

To select the stock items

At stock groups/Stock Categories/
Stock items/Reorder levels/
Godowns/Voucher types/Unit of
measures (Inventory info)
creation/alteration screen

Ctrl +L

To select the Ledger
To mark avoucher as optional

At groups/Ledgers/Cost Centres/
Budget/Voucher types/Currencies
(Accounts Info )creation and
ateration screen

At the creation and alteration of
Vouchers

Ctrl + O

To Select the godowns

At stock groups/Stock Categories/
Stock items/Reorder levels/
Godowns/VVoucher types/Unit of
measures (Inventory info)
creation/alteration screen
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[ Windows Functionality Availability
Ctrl +Q To abandon aform - wherever | Atamost all screeninTally
usethiskey combination, it quits
that screen without making any
changesto it
Ctrl +R Torepeat narrationinthesame | At creation/alteration of
voucher type voucher screen
Ctri+Alt+R Rewrite the data for a| From Gateway of Tally Screen
company
Allows you to alter the stock | At stock voucher report and
Ctrl +S item master godown voucher report
At stock groups/Stock
Categories/Stock items/Reorder
To select the Units levelGodowns/VVoucher types/
Ctrl +U .
Unit of measures (Inventory
info) creation/alteration screen
To select the Voucher Types | At groups/L edgers/Cost
Centres/Budget/Voucher types/
Currencies (Accounts Info)
Ctrl +V creation and alteration screen

To toggle between the Invoice
and Voucher

At creation of Sales/Purchase
Vouchers screen
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[ Windows Functionality Availability
PgUp To display previous voucher | Atvoucher entry and alteration
during voucher entry/alter screens
PgDn Todisplay nextvoucher during | At voucher entry and alteration
voucher entry/alter screens
Ent To accept anything you type
o intoatalyfield At most areasin the Tally
To accept a Voucher or
master At the receivable report - press
To get a report with further | enter at a pending bill to get
detailsof anitemin areport transactionsrel ating to thisbill
Esc Toremovewhat youtypedinto | Atamost all screeninTally
afield
To come out of a screen
To indicate you do not want to
accept a voucher or master
Shift + Enter ; At Voucher register screen and
Collapsenext level details Trial Bl ancerepart
At a Group/Stock group/Cost
category/Godown/Stock
category - display sub groups
and Ledgers/Stock items/Cost
Centres/Secondary godowns/
Secondary stock categories.
: v ArstyesF - At a Voucher - display its
Shift+ Enter | Toexplodealine intoitsdetails entries and narration
At a stock items - displays its
godowns and batch details
At Voucher register scree -
display the next level details
At Trial Balance report -
displaysthenext level details
Cirl + Ert To ater amaster, whilemaking g[r\égz(:her Ehitryanaal tenetion
r nter o
an entry or viewing areport At 4l reports
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UNIT 3.8
QUICKBOOKS

Introduction

Quick Booksisone of the most popular accounting softwaresdevel oped by Intuit,
aUSbased company in 1983. QuickBooksisdes gned for thosewho are unfamiliar
with accounting or book keeping. Simply enter our sales and expenses, and
QuickBookswill dotherest. Inafew clicks, we can create invoices, estimates,
statements, expensereports, and more. Keep all of our accounting dataorganized
at our fingerti pswith QuickBooks. QuickBooksisan al-in-one small business
financial management software to manage Customers, Suppliers, Employees,
Inventory and Accounting.

QuickBookshas about 4.5 million usersaround theworld. QuickBooksisalow
cost high performance softwarewhich can help thesmal and mediumsizefirmsto
manage thedataand can provideall therequired facilitiesin onetime purchase.

Duetoinvolvement of cloud computing technol ogy, thissoftwarejust needs network
connectivity. Onecan operateit from any place and at any time. The datacan be
accepted from various devices. It can besaid it'slike an e-mail id which can be
operated if one hasinternet connection. QuickBooks can be accessed from various
devicesincluding PC, Tablet, Mobile, etc. provided are connected to theinternet.
This chapter isdesigned to equip the learners capabl e of handling international
accounting environment and help to seek jobsabroad.

Learning outcomes

TheLearner:
e Explains Quick Books (QB)
e Explains uses and features of QB
e Setsup company and customise business
* Defines and list out QB Center
e Satsup Service Tax and VAT
e  Customisesinvoices

* Navigates chart of accounts
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Adds and edits accounts

*  Creates customers

*  Createsinvoices, Receipts, Estimates and Credit Note
e Listsout and generatesreports related to customer

e Setsupsuppliers

e Makeshillable expenses

e  Creates purchase order, Invoce, Payment and Debit Note
e Listsout and create reportsrelated to suppliers

e Customisesreports

*  Works with transactions

e Setsaccount numbers

* |dentifiesand listsout default accounts

¢ Explainsthe nature of QB onlinereports

Lists types of reports

Introduction to Quick Books

QuickBooksisthemost well-known product devel oped by Intuit whichiscurrently
inthemarket. Intuit wasfounded in 1983 and gained popul arity withitsfirst persond
financial management software, Quicken. After itssuccess, the company set out to
createan accounting solution for small businesses. QuickBooksganed asolid share
of thesmall businessaccounting market uponitsinitial release. Itisalow cost high
performance softwarewhich can hel p the small and medium sizefirmsto manage
thedataand can providedl therequired facilitiesin onetime purchase.

Objectives

Themain objectiveof devel oping thissoftwareisto keep accuratefinancia records,
to provideaccuratefinancial information about current operationsand thefinancial
condition of acompany, so that the stakehol ders can makeinformed deci Sons about
thebusiness.
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Features of QuickBooks

Anytime,
No Software Anywhere
installation access Online
required, Avoid Bnaking
version & Data
mismatch

Tracking
profitability by Data Backup
locations and and Security
business units

Saves Time with Featu res Of

Multiple Access

Creating & A :
Tracking Budgets QU | Ck BDO kS across locations

Creating
Invoices &
Professional
Estimates

Special
Accountant
Access

Instantly Access
reports and
company
snapshots

Inventory
Tracking
Easy Service tax
L VAT
Computation

1. Anytime, Anywhere access. To access QuickBooks Online, Login to
QuickBooksfromany Internet connected Machine, PC or Mobile phone.
Using Computer browsers, users can have complete accessto perform from
anywhere, at any time, any of thetasks

2. OnlineBanking: For Online Banking, Link QuickBooksaccount with bank
and automatically download all accounted transactionsfrom bank. It can
reduce dataentry errors and virtually eliminate reconciliation errorsusing
information coming directly from bank.

3. DataBackup and Security: Automatic databackup system and centralized
serverssecures datafrom sudden loss. Security system in QuickBooksisas

safeasthat of with banking services.
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4.

10.

11.

12.

MultipleAccessacross L ocations: It connectsusersin different locations
by allowing multiple usersto accesstheir account. It allowsto set up 7 users
whichinclude5 norma usersand 2 accountantsin the software.

Creating Invoices and Professional Estimates: Create and manage
professiona invoices, then print or send them viaemail.

Instantly AccessReportsand Company Snapshots: QuickBooksreports
give vduableinsghtinto

company'sfinances to make better businessdecisions, from basic financia
reportsto reportsfor specialized businessactivities. Seethestate of business
instantly with the Company Snapshot, asingle screen that shows exactly how
thebusinessisdoing.

Easy Service Tax and VAT Computation: QuickBooks has also been
designed softwarefor the Indian tax system. It computes Service Tax and VAT
inasingledick.

I nventory Tracking: For businessesthat carry product inventory, the Inventory
Tracking feature manages and track orderswith confidence. Know at any
timewhichitemsareininventory, how much havebeen sold, and how much
haveon hand.

Special Accountant Access: All QuickBooks Online (QBO) accounts have
freeAccountant login. Specia accountant access provides specid privileges
and toolsto help savetimeand effort. Two userswith accountant privileges
can be added to login under one account.

Easy to Createand Track Budget: It providesfacility toitsclientsto plan
well through budgeting. Be more efficient by creating client'sbudgetseasily
which aremeant for income and expenditure accounts.

Tracking Profitability by L ocations and Business Units: Easily track
profitability acrossbusiness unitsand geographiclocationsthrough classwise
accounti ng and segment wise accounting.

No Softwareingtallation required and avoid Ver son and Data Mismatch:
Theusage of |atestversion of the software with the Databeing automatically
backed up, thustotally avoiding version and datamismatches.
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Uses of QuickBooks

QuickBooksisasoftware madefor smal and medium sizebusinessesand isalso
useful for non-profit organisations. QuickBooksisuseful generdly for servicesector
and trading sector businesses.

Major Uses of QuickBooks are:

All documentsand reports can be customi sed to the business needs. Reports can
bereadily exported to other applications.

e QuickBooksiseasy to use. Once properly setup, the software does an
excdlent job of recording, organi zing and reporting thefinancid information
of the business enterprise in accordance with established accounting
standards and methods.

e ltisvery stable, rdiableand cost effective.

e QuickBooksallowsusersto createinvoicesto track how much moneyis
owed to them. Thisinformation can easily be pulled up to find out which
customers owemoney and exactly how much they owe.

e QuickBooksallowsusersto keep track of how much money the company
isspending on supplies, utilities, and other company expenses.

® QuickBookscan easily save contact information for repesat customersand
vendors.

Set up Company Account:

Starting aQuickBooks Online company isvery easy. Herearethe steps:

Go to the link http://www.QuickBooks.in to create a Tria Account with
QuickBooks.

1. Linkwill takeyou to the home page of QuickBooksIndia

2. If youarean existing QuickBooksUser, then just Sign Into your Account.
3. Incasetousefreetria of QuickBooks, Click on FreeTrial option.
4

. Ittakesyoutothe Sign Up screen, fill theinformation required and click on
Get Sarted to start Free Tria Version.

5. Now your new QuickBooks Online Company Account is created.
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Customise for Business:

QuickBooks also provides aunique feature to customise our account as per our
industry requirements. QuickBooksoffer generalized softwarewhich can easily be
customised as per the nature and type of the industry (business) of the user.
Customisation is one time procedure; whereby user needs to be careful while
customizing the company account. With such customisation enabled, QuickBooks
helpsto:

e createsalist of Productsand Servicesasper requirement of industry.
¢ DbuildsaChart of Accountsbest suited to industry.
e customises invoicefidds.
¢ sdectsthebest reportsfor the business.
® enablesEgtimates.
¢ enablesRateand Quantity.
QuickBooks Center:

QuickBooks Center isaplacethat gathersall of therelevant transactionsaswell as
other information, such as the names and addresses of customers, vendors, or
employees. We can customise how informationto bedisplayedin the Customers,
Vendors, or Employees Center. We can a so run some common reportsfrom within
each Center. QuickBooks centersaregenerdly divided into three parts. They are:

Major centers:
The main centers of QuickBooks are:
A) CustomersCenter:

The Customers Center givesusaccessto al of our customers, jobs, contact
information of each customer and billing information of customer transactions.

B) SuppliersCenter:

The Suppliers Center givesusquick accesstodl of our vendors, their contact
and billinginformation, and vendor transactions.

C) EmployeesCenter:

The Employees Center gathersinformation for each of our employees,
including contact information.
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Other Centers:

Other centersinclude:
v" Transaction Center.
v" Report Center
v' Tax Center.

¢ TheQuickBooksdsohascenter for Audit Trail and Transaction Reportswhich
helpsto track the activitiestaken out during the year.

e |t also hasthe center for Connecting to Bank, which can help us to make
transactions, and hel psin viewing balances of all linked accounts.

Set Up Taxes:

Under thissetup you can sdlect various Tax modul es appli cableto our company and
prepare Invoi cefor our products and servicesfeatures

e ToPay Tax.

e ToCheck Tax History.
How to set up Tax Account?

e GotoHomepage.

e SdecttheTax optioninthemenu bar to set up taxes. A businessorgani zation
canfix servicetax and VAT

e Click onTax option to see Tax Center screen.
e Click the Set up tax button.
Set Up Customers

Setting up master dataof customersand suppliersfor thefirst timewill ensurequick
and accuraterecording of transactions. Click on the customersbuttoninthe menu
bar to open customer module. Here we have got two options:

o (Create New Customer.
¢ Importing thedetailsof Existing customersfroman Excel Shest.
Create new customer :

To cresteanew customer, click on New Customer and fill therequiredinformation.
The Customer summary bar acrossthetop of the screen show at aglancethe status
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of al customer related transactions. It showstotal amount of openinvoicegenerated
to customersand invoicesoverdueand also total amount received from customers
with-inlast thirty days.
Utility Button:
By clicking utility button thefollowing utilitiesareavailablefor customization.
% Invoice
*» Recelve Payment
% Edimate
% Credit Note
%+ SalesReceipt
*» Delayed Charge
Set Up Suppliers:

‘0

Setting up master dataof suppliersfor thefirst timewill ensure quick and accurate
recording of transactions. Click on the suppliersbutton in the menu bar to open
supplier module. Herewe have got two options:

» Creatinganew supplier

» Importing existing supplier detail sfrom an Excel Sheet.
Create a new supplier:
Click on'New Supplier' andfill therequired information.

The supplierssummary bar acrossthetop of the screen show at aglancethe status
of al Supplier related transactions. It showsamount of billsaccepted, total amount
of billsoverdueand hillspaid out of the outstanding amount.

Utility Button:

By clicking utility button thefollowing utilitiesareavail ablefor customi zation.
> Expense

Cheque

Bill

Purchase Order

Supplier Credit

Credit Card Credit

V V V VYV V
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Chart of Accounts:

A chart of accountsdepictsall theledger accounts, grouping and their relation with
financid statements. To smplify theprocess, thelist of accountsisaready provided
inthe software. Theledger accountsrelating to assetsand liabilitiesfor Balance
Sheet and Income and Expenditurefor Profit & Lossaccount with the appropriate
groupingisakey tofinancia reporting compliance. Additiona ly aunique number or
code can be given to each account to avoid any duplication and facilitate correct
recording.

Navigation:

Go to the Company Name menu and select Chart of Accounts option jn
settings

Setting up Account Numbers (Unique Code/number for each
Account)

1. For turning on Account Number option in chart of accounts, turn on the
functiondlity by ticking theAccount Numbersin Preferences. To show that the
Account Number optionisturned on, Account list the Show Account Numbers
tick box isautomatically selected.

2.  Toassign numbers, click Assign Account Numbers. Thisalowsyouto enter
thenumbersfor each account inasingleview asbelow.

3. OnceAccount Numbersare assigned, Saveand returnto theMain Menu to
view thedisplay with Account numbers.

4. Notethat account numbers can be assigned to new accountson creation and
that once assigned, can be edited or reassigned using the Edit functionality.

Default Accounts.:

By default QuickBooksoffersalist of accounts, which meetsthe needs of amost
each and every business. User can directly use these accountsand can save

time. Opening ba ancefor such accountsareequd to zero by default. Thesebaances
cannot be edited directly from the edit option, but thisdoes not mean that opening
balances for these accounts cannot be entered. In order to provide the opening
balances for these accounts, user needs to pass an opening journal entry which
would enablethe user to providethe opening balances of the default accounts.
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A LIST OF DEFAULT ACCOUNTS

Name Type

ASSETS
Accumulated Depreciation Fixed assets
Buildingsand Improvements Fixed assets
Custom Software Fixed assets
Furniture and Equipment Fixed assets
Land Fixed assets
Leasehold Improvements Fixed assets
Tractorsand Trailers Fixed assets
Vehicles Fixed assets
Warehouse Equipment Fixed assets
Prepaid Insurance Current assets
TDS Receivable Current assets
Un-Deposited Funds Current assets
LIABILITIES
Retained Earnings Equity
TDS Payable Current liabilities
INCOME
Discountsgiven Income
Sales Income
Sales Discounts Income
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Name Type
Services Income
Finance Charge Income Other Income
Insurance Proceeds Received Other Income
Interest income Other Income
Proceeds from Sale of Assets Other Income
Shipping and Delivery Income Other Income
EXPENSES
CommissionsPaid Cost of Goods Sold
Freight Costs Cost of Goods Sold
Merchant Account Fees Cost of Goods Sold
Business Licenses and Permits Expenses
Car and Truck Expenses Expenses
Charitable Contributions Expenses
Computer and Internet Expenses Expenses
Continuing Education Expenses
Depreciation Expense Expenses
Dues and Subscriptions Expenses
Equipment rental Expenses
Housekeeping Charges Expenses
Insurance Expense Expenses
Insurance Expense-General
Liability Insurance Expenses
Insurance Expense-Health Insurance Expenses
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Name Type

Insurance Expense-Life and

Disability Insurance Expenses
Interest expense Expenses
Meals and entertainment Expenses
Office Supplies Expenses
Purchase Expenses
Postage and Delivery Expenses
Printing and Reproduction Expenses
Professional Fees Expenses
Rent Expense Expenses
Repair and maintenance Expenses
Taxes — Property Expenses
Telephone Expense Expenses
Travel Expense Expenses
Utilities Expenses
Advertising and Promotion Other Expense
Ask My Accountant Other Expense
Bank Service Charges Other Expense
Miscellaneous Expense Other Expense
Political Contributions Other Expense
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Adding a New Account:

Asper the needsand requirements of thebusinessactivities, the user will dwaysbe
inneed of creating New A ccountsapart from those which arementioned above. To
servethispurpose, user needsto follow the steps explained bel ow:

1. Click onNew button for creating new accounts.
2. Follow thegiven stepsto createanew account:

e Thedarting point isthe selection of the Category Typefrom thedropdown
menu.

e Sdlection of the Category Type allowsthe selection of the Detail Type.
¢ TheNameismandatory. To be described for the account being created.

e A Sub-Accountisan account that islinked to aparent account. Predictive
text isenabled for sub accounts so starting to typein thefield will bring up
the names of already existing accounts.

e Opening Baance(if any exists) for an account on the date.

e After entering al thedetailsclick Saveto havethe New Account being
added.

Editing Accounts:

Edit button allowsto change all the account attributesfor a ready existing accounts
including making accounts, sub accountsetc. For editing any particularsof anaccount,
first select account which requires editing and by clicking Edit button that account
will be openfor editing. Edit theaccount asrequired then saveand close.

QuikBook Reports:

Reportsareimportant for decis on making, busi nessplanning and atool thet provides
varied important rel evant detail srelating to business and its performance. Their
objectiveisto provideinformation about the financial position, performanceand
changesinthefinancia position of acompany. Reports should be understandabl e,
relevant, reliableand comparable. They show assets, ligbilities, equity, incomesand
expensesthat aredirectly related to an organization'sfinancial position.

Purpose of QB Reports:

There can be various purposes for which different types of reportsare generated.
Few of the purposesarelisted below:
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¢ Finding out how your slesaredoing.
e How much profit isgenerated?
¢ Toknow timeactivitiesof theemployee.
® Product wisepurchase/sdesdetails
e Trid Baance.
e How much TDSispayable?
e VAT, Service Tax and Excise Summary.
¢ Customer wiseRevenueDetalls.
e Agengof Receivables.
e AccountsLigting.
® Inventory Vauation Summary.
e OpenPurchaseorder list.
Nature of QB Online Report:

QuickBooksonlinereportsallow usto customise in minutes, sowe can quickly
devel op report formatstail ored to unique business. Once customise areport, the
user have QuickBooks Online save the changes so that wecan run it any time. We
candisplay original transactionsand analyzethe detail behind the numbers. These
reportsarealso used as part of management's annual report to the stockholders.
Reportscan be Textua aswell asGraphical.

e Textual Reports:Thesegenerally includefinancial statementsand other
Statementswhich areprepared intextua format.EQ: Baance Sheet, Profit
& LossAccount

e Graphica Reports: Thesecontain graphical gnapshotsand presentations.
Eg. PieCharts, Bar Diagramsetc.
Report Categories:

Therearemany reportsavailablein QuickBooks. They are grouped into easy to use
categorieslike- Recommended, Frequently used, My custom reportsand Al reports.

(@ Recommended:

Under thiscategory reportswhich aremost useful for al thebusinessesareincluded.
These reports recommendation is by QuickBooks. Out of 65+ reports which
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QuickBooks provides, recommended reports are those reports which are often
used in day to day business. List of such reportsare usunder.

1. Profit& Loss:- Givesreports of Income, Cost of Sales, Expenses and
Profit
2. Bdance Sheset:- Givesreportsof Assets, Liabilitiesand Equity

3. Company snapshots. Givesyear-over-year comparison by using piecharts
and bar diagram

4. Budget v/sActuals.- Compares your budgeted income and expensesto
the actual amounts to find out variance.

5. A/RAgeing Summary:- Showssummary listseach customer with an open
balanceand lists theopeninvoicesindifferent columnsbased on whether
it'scurrent or how longit's been overduei.e. 30, 60, and 90+ days.

6. A/PAgeing Summary:- Showsunpaid billsfor the current period and for
the last 30, 60 and 90+ days so you can see how long they've been
outstanding.

(b) Frequently Run:
Purpose of this category isto provide the reportsto auser which he uses more
often. So that user does not requireto navigate to different menu to find the report

which heuses morefrequently. In this category there are maximum 10 frequently
used reports.

(c) My Custom Reports:

In QuickBooksuser hasthefacility to customiseareport and saveit in the category
my custom reports. User also makesagroup likeannual reportsand save reports
under that category. If user enablesthee-mail option then QuickBookssendsan e-
mail to the specified clientsautomatically at specific timeor to set up asystemto
send whileaccountant isaway.

(d)All Reports:

If youwant all thereportsat oneplacethenitisAll reportscategory. It includesall
thereportswhichareavailablea different menu optionsandit a soincludesadditiond
reportslikereportsrelated to tax, employees, accountant reports etc. In thishead,
reportsare grouped into categoriesin order to hel p usersfind the accounts most
useful for them. To view categoriesof dl reports, click ondl reportsat thetop of the

bar in reports dashboard
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PRACTICAL IN DETAIL

Qn.1: Create aTextileswithyour own nameasaretail company in QB withan
opening cash and capital balance of Rs.8,00,000/- You arerequested to create
thefollowing new Suppliersand Customersinthe company.

List of Suppliers:
1. M/sRg Cotton mills, Coimbatore
2. M/s. Mafthda SuitingsMumbai
3. M/sRamrg Clothings, Thirupur
4. M/s. Bombay Dying Suitings, Punai
5. M/sKitex ,Angamaly

List of Customers

AiswaryaTextilesKollam
Raakumari TextilesAttingd
Prince Fashion Textiles, Kasaragod

AnaswaraTextiles, Kannur

g &~ w D PP

Devi Textiles, Kottarakkara.

Ans.

Step 1. Gotothelink http://mww.QuickBooks.into createaonemonth
tria accountin QB.

Step 2. Login your Company in QB using usernameand password.

Step 3. Click '+'-click journal entry from thelist of otherslist-click
account and sel ect the ledger account capital and cash or add
new ledgers-ill debit and credit amounts-save

Tocreatesuppliers

Step 4. Click on Supplier centre — click onnew supplier — fill
thedetailsof first supplier and saveit. Continue the same
procedureto createremaining suppliers.
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Tocreatenew customers

Step 5. Click on Customer centre— click on New Customer —»
fill thedetailsof first cusomer and saveit. Continuethesame
procedureto create remaining customers.

Qn. 2. Thefollowing purchaseswere made during themonth of Junetothe above
listed SuppliersinQn. 1 above.

You arerequired to make necessary entriesin QB. Thecredit period is30
daysnet.

Date Particulars

1/6/2016.  Purchased 5000mtrssilk shirtingsfromM/s Mafthdd Suitings
Mumbai @ Rs.200/mitr.

2/6/2016.  Purchased 2000 dhothisfrom M/s. Ramrg Thirupur @ Rs.400/
dhoth.

2/6/2016.  Purchased 3000 lunkisfrm M/sKitex, Angamaly @ Rs200/
lunki.

4/6/2016.  Purchased readymade garmentsfrom Bombay Dying:
Shirt 1000 nos @ 1200/ unit. Pants 1000Nos @ 1500/unit.

0/6/2016.  Purchased fromM/sRgj Cotton Mills Coimbatore Churidhar
Materials 1500 pieces @ 800/piece.

Answer.
Follow the procedure given bel ow:

Click onsupplier centre- click on create bill on corresponding suppliers- fill up
terms of credit and bill date- select purchase account in account details- give
description if any- go to item detail s and select product/service name- fill up
descriptionif any- give quantity, rate and amount- save.

Qn.3. Thefollowing saleswere made during the month of Juneto theabove
listed Customers. You arerequired to make necessary entriesin QB. Credit
period is15daysnet.

15/6/2016 SoldtoAiswaryatextiles, Kollam
500 mtr shirting @ Rs.250/mtr
200 Dhothi @ Rs. 500/mtr
100 shirts @ Rs. 1500/mtr
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18/6/2016 Soldto Rgjkumari Textiles, Attingd
Pants 250 nos. @ Rs.2000/- each
Silk Shirtings1000mtr@ Rs.250/mtr
20/6/2016 Sold to Prince Fashion Textiles, Kasaragod
Chriudhar 200 pieces @ Rs.1000
20/6/2016 Sold Devi Textiles K ottarakkara
Lunki 100 pieces @ Rs.300
Answer
Follow the procedure given below:

Click on customer centre- click createinvoicefor the corresponding customers- fill
up credit term and invoi ce date- Select the name of product/serviceor add aproduct
if not yet created-give descriptionif any- give quantity, rate and amount- save.

Qn.4. Youarerequired to make accounting entriesin QB for thefollowing

transactions.
Dae 1/6/2016 Paid Carriage Rs. 5000/-
2/6/2016 Paid Wages Rs. 2000/-
4/6/2016 Received Commission Rs.8000/-
30/6/2016 Received from Aiswaryatextiles on account
1/7/2016 Paidto M/s. Mafthalal Suitings Rs.1,00,000/-
Answer

Follow the procedure given below:
For expense

Click ontransaction centre-click on expenses-click new transacti on-sel ect expense-
go to account details and select name of expense account or add new expense
account-givedescriptionif any-giveamount-save.

For incomes

Click "+'- click journa entry from otherslist- click account and select the name of
incomeor add new income account and credit the amount- Select cash/bank account
and credit theamount.
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For receipt from customer

Click cutomer centre- click receive payment of the corresponding customer- select
invoice number if any- fill up receive payment details-save.

For payment to supplier

Click supplier centre- click make payment of the corresponding supplier-fill thebill
payment details- saveit.

Qn.5. You arerequested to show thefollowing financial reportsafter recordingal
theabovetransactions.

i) Tria baanceat theend of July 2016
if) Tradingand Profit and LossA ccount
iii) Balance Sheet
Iv) Fundsflow statement.
Answer.
Follow the procedure given bel ow.
Click onreport center- opt period- view report- sel ect the needed report.

TE QUESTIONS

1. Explainthefeaturesof QB.

2. 'QBishighly usefull for smal and medium sized businessconcerns. Explainthe
usesof QB.

3.  WhatisQB Center? Summarisethe contentsof various QB Centers.

4. 'QB satisfiesal thereporting needsof an organization'. List out the purposesof
QB Reports.

5. Briefly explainthevariousreport categoriesavailablein QB.
6. Summarisethebenefitsof QB customisation.

7. Statewhether the statement istrueor false. '‘QuickBooks customisationisa
one-time process.

8. Thefirst personal finance management software devel oped by QuickBooks

9. Explainthemeaning of chart of account in QuickBooks.
10. List out the utilities button available in the customer creation window of

QuickBooks.
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LIST OF PRACTICALS

UNIT 3.2 LIST OF PRACTICALS

>
>
>

>
>

>

Instalation of Tdly software
Working with Taly to describe Tally components

Company Creation with accounts only and accounts with inventory of
minimum 6 companies

Sdect, Alt, and Shut a Company

Labworkstofix company features, configure the company using thekey
n F12II

Lab worksto identify variousbutton inthe button panel

UNIT 3.3 LIST OF PRACTICALS

>

vV V.V V V V VYV V

>

Lab Work of menu related to accountsin Tally
Creation of accounting information
Makinginventory information
Labworkstolearn pre-defined groups
Create Ledger groups

Creation of sub groups

Display Altand deletegroups

Create, display, dt and delete multiplegroups
Create, display, dt and deletesingleledgers
Create, display, and at multipleledgers

UNIT 3.4 LIST OF PRACTICALS

>

>
>
>

Labworkstoidentify the varioustypesof vouchersintally
Configuringvouchers
Create, display, duplicateand cancel vouchers

Labworksfor voucher entry in different companieswith different typesof
transacti ons (practice minimum five companies)
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UNIT 3.5 LIST OF PRACTICALS

>

YV V V V V

>

Create or ater company and enable VAT
Voucher entry with VAT

Createor ater company toenable TDS
Voucher entrywithTDS

Create or alter company to enable servicetax
Voucher entry with Service Tax

Make VAT, TDSand Service Tax Report

UNIT 3.6 LIST OF PRACTICALS

>

V V.V V V V V V V V V V

>

>
>
>

Cresate or alter company with cost categories
Display or alter cost categories

Create or alter company with cost centre
Display, alter and delete cost centre
Createor alter company with stock groups
Createor alter company with stock categories
Display, alter or delete stock categories
Create stock items

Display and dter stock items
Creategodowns

Display or ater godowns

Cresteunit measures

Display or ater unit measures

- SECOND YEAR

Labwork withall inventory attri butesfor minimum fivequestions
UNIT 3.7 LIST OF PRACTICALS

Create, dter and del ete Purchase Order
Create, dter and delete Sales Order

View Purchaseand SalesOrders
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YV V.V V V V V VYV V VY

>

Creating Invoice

Configurelnvoices

Print invoiceand print cheque

Generatereports

GenerateTrial Bdance

Generate Profit and L oss account

Generate Balance Sheet

Display Day Book

Create statements of account, inventory books and statement of inventory
Prepare Bank Reconciliation Statement

Lab Worksfor variousreportsof fivequestions

UNIT 3.8 LIST OF PRACTICALS

>

YV V. V V VYV VY V

Setup acompany with onlinetria version of QB
Labwork tofamiliarize QB centersonthescreen
Setup tax-VAT and servicetax

Setup customers

Setup suppliers

Labwork tofamiliarize chart of accounts
Labwork with transaction entry

Labwork tofamiliarizereports
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MODULE 4
TAXATION

OVER VIEW

Tax isthe mgjor source of revenue of almost all the countriesintheworld. Tax is
assessed ontheincomeor profit earned by individuals, firms, companiesand other
artificia juridica persons. Sufficient skill isrequired to carryout the assessment of
tax, deduction and remittance of tax and for complying other statutory requirements
with respect to taxation. All typesof business establi shments seek personnel having
skill and knowledgein accounting aswell astaxation. Often accounts assistance
have to carryout the works relating to taxation. Hence to become an accounts
assistant, one should have basi ¢ knowledge not only in accounting but intaxation
and should possessthetax practicing skill aso. Accounting of taxes becomesan
integra part of accounting sysemintheworld. Thelaw rdatingtotaxationisdifferent
indifferent countries, however, thismoduleisamed to impart the basic taxation
knowledgein Indian scenario. Thismoduleisdesigned to provideboth direct and
indirect taxation knowledgeto thelearnersso that their skill can beused by business
enterprises, commercid tax practitionersand incometax practitioners. Thelearners
reaching at this stage are expected to havethe ability to handle I T needsof business
organization, prepareaccountsmanudly, and d so have the ability to prepareaccounts
through accounting softwares. Hencethetaxation knowledgewill improvethequality
of learnerswhich enhancestheentry level opportunity and also it becomeastepping
stonefor professional growthto learners.
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UNIT 4.1
INTRODUCTION TO TAXATION

Introduction

Basic understanding of taxation isvery much important for an accounts assi stant.
Thischapter amsto provide bas c taxation knowledge. Coming pagesof thischapter
discussthe need and importance of tax aswell ashow thetaxes are classified.
Learnersaso get an understanding of the concept of Cessand Surcharge a so.

Learning outcomes
ThelLearner:
*  Explains the meaning of tax
*  Analyses the need for taxation
¢ Classifiesthe taxes
¢ Definesdirect tax and indirect tax
e Differentiates between direct tax and indirect tax
e Listsout variousdirect and indirect taxes

¢ Explains Cessand Surcharge

Meaning of Tax

Tax isanimportant source of revenuefor the nation. Tax isacompul sory collection
levied by the sovereign on its subject matter without any consideration. Tax isa
compul sory extraction of money by the government from the public for acommon
good. Tax isimposed on the activities (production, purchase, sale, import, export
etc. of goodsor service), enjoyment, expenditure, income, occupation, privilege,
property etc. Taxation helpsto maintain equality among the peoplein ademocratic
and socidist country likelndia

Need For Tax

Since our Government followsasocialist and democratic pattern of society itisthe
foremost duty of the government to bring out.
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¢ Deveopment programmesfor thenation

e Maintainequality among people

e Maintainlaw and order

e Safeguard security for the nation from foreign powers

¢ Deveopment and welfare programmeswhichwill bridgethe gap between
rich and poor.

For these, mobilization of funds from various sources is necessary and hence
government levy and collectsvarioustaxesfrom public. Itisrightly said that tax is
the pricewhich we pay for acivilized society.

Classification of Tax:

Taxes can be of two types

Direct Taxes:

Whenincidenceandimpact of tax fall on same person, such taxesare called direct
taxes. Direct taxesinclude taxesthat cannot be transferred or shifted to another
personie, when (i) liability to pay tax and (ii) the burden of that tax fallson the same
person, thetax iscalled direct tax Eg: IncomeTax , Wealth Tax.

Indirect Taxes:

When incidenceand impact of tax fall on different persons, such taxesarecalled
indirect taxes.In other wordsthelevy of tax ison one person but the burden of tax
shifted to another person. Eg: SalesTax , Excise Duty, VAT, CustomsDuty etc.

Differences between Direct Tax and Indirect Tax

e N

Direct Tax Indirect Tax

The burden of tax cannot be shifted. The burden can be shifted
Lack of adminidstrationincollectionof tax| Effective administration and self

maketax evasion possible regulation makestax evasionless

Direct taxeshelpsto reduceinflation Indirect tax may enhanceinflation

Highadminigtrative cost Lessadministrative cost ascompared
todirect tax

Direct Tax is levied for and paid by| Indirecttaxisultimately paid by the
individuas, HUF, firms, companiesetc.| end consumer of goodsand services

Direct taxes are collected only from| Indirect taxeshaveawider coverage

in respecti asdl membersof thesociety aretaxed
peoplein Ivetax brackets through sale of goods and services
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Meaning of Cess and Sur charge:

Cessisanadditiond levy onthebasictax liability for meeting specific expenditure.
Education cessislevied at therate of 3% onthetax liability of theassesseeincluding
surcharge. The purposeisto provide and finance universalized basic education as
well as secondary and higher secondary education in the country. 2% cess for
financing basi c education and 1% for secondary and higher secondary education.

Surchargeisachargein addition to usual payment of tax. It wasintroduced in
FinanceAct 2013 at therate of 10% on all categoriesof tax payersearningincome
over and above Rupeesone Crore. Itisfixed @15% for thefinancial year 2016-
17

TE QUESTIONS
Explainthemeaning of tax.
Collection of tax isvery important for the government. Do you agree? Why?
Tax is broadly classified into.............
Explainthemeaning of direct tax and indirect tax.
Construct atable showing the differences between direct tax and indirect tax.
............. isan additional levy on the basic tax for meeting specific expenditure.

a  w DN PE

o

Surchargeisfixedat................ % w.e.f. the financial year 2016-17.
VAT isanexampleof .............

9. is an example of direct tax.

10. Explainthemeaning of theterm cessand surcharge.
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UNIT 4.2
INCOME TAX

Introduction

Incometax isanimportant el ement of accounting and taxation. Thischapter deals
with thereevance, importanceand methodol ogy of Income Tax practice. A smplified
methodology is adopted to make the learner at this level to acquire the basic
knowledge of IncomeTax. SincelncomeTax practicing isbased onthelncometax
lawsand rules, an adequate coveragefor the same hasbeen given. Thebasicterms
of IncomeTax Act, headsof income, resdentid Statusetc. arecoveredinthismodule.
An attempt ismadeto equip thelearnerswith the ability of computing salary income
and applying deductionsalowed under the Income Tax Act.

Learning outcomes

ThelLearner:

Defines income tax

Analyses the content of income tax Act

Explains income tax rules

Defines basic terms in income tax

Explains the general charging section
Explainsresidential status

Determinesresidential status

Deter mines the scope of Income tax based on residential status
Categorises heads of income

Differentiates GTI and Tl

Summarises incomes fully exempted from tax
Computes income from salary

Deter mines taxabl e portion of HRA

Outlines the deduction of Professional Tax

Makes deduction of housing loan interest
Calculates GTI

Lists out the deductions under Section 80C and 80D
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e Explains tax rates
e Calculatestotal income
e  Usesdeductions under 87A

e Computes Income Tax for citizen, Senior Citizen and Super
seniors

e  Defines PAN
e  Describes the features of PAN
* Plansto reduce tax liability

Meaning of Income Tax:

Thetax levied and collected onincome earned by apersoniscalledincometax. By
virtue of powersconferred by Article 246 of the constitution of India, Parliament
has exclusive power to make low with respect to any of themattersenumeratedin
List 1 (unionlist) inthesaventh scheduleto congtitution. Entry no. 82 of theunionlist
states Tax onincome other than agricultural income. But tax on agricultura income
isastate subject, has been brought in by entry no. 46 of the statelist of the seventh
schedul e to congtitution. Every person, whosetaxableincomein any previousyear
exceedsthe non taxablelimit shal beliableto pay incometax at theratesin force
duringthecurrent financia year.

InIndia, Incometax wasintroduced for thefirst timein 1860, by Sir JamesWilson
inorder to meet thel osses sustained by the Government on account of the Military
Muitiny of 1857. Theresfter, several amendmentsweremadeinit fromtimetotime.
In 1886 a separate Income Tax Act was passed. ThisAct remainedinforceupto
1918, subject to various amendmentsfrom timeto time. In 1918, anew Income
Tax Act was passed and again it was replaced by another new Act which was
passed in 1922. The Income Tax Act of 1922 had become very complicated on
account of innumerableamendments. The Government of Indiathereforereferredit
tothelaw commissionin1956 with aview to smplify and prevent theevasion of tax.
Thelaw commission submitted itsreport-in September 1958. But inthemeantime
the Government of Indiahad appointed the Direct TaxesAdministration Enquiry
Committee, which submitted itsreport in 1956. In consultation with the Ministry of
Law finally the Income Tax Act, 1961 was passed. The Income Tax Act 1961
cameintoforceon 1st April 1962. It appliesto thewholeof Indiaincluding Jammu
and Kashmir. Theincometax law in Indiaconsists of thefollowing components.

&2
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IncomeTax Act
IncomeTax Rules
FinanceAct

Circularsand Natifications
Legd decision of courts.

FinanceAct : Every year, the Finance Minister of the Government of Indiapresents
the Budget in the Parliament. Oncethe Finance Bill is passed by the Parliament and
getsapproved by the President of India, it becomesthe FinanceAct.

Income-Tax Rules. Theadministration of direct taxesislooked after by the Centra
Board of Direct Taxes(CBDT). The CBDT isempowered to makerulesfor carrying
out the purposes of theAct. For the proper administration of the Income-tax Act,
theCBDT framesrulesfromtimetotime. Theserulesarecollectively cdled Income
Tax Rules.

a s~ wbhpeE

Circularsand Natifications: Circularsareissued by theCBDT fromtimetotime
to deal with certain specific problemsandto clarify doubts regarding the scopeand
meaning of theprovisons. Thesecircularsareissued for theguidanceof theofficers
and/or assessees.

Income Tax Act 1961:

In India, Income Tax Act was passed in 1961 and came into force on 1st April
1962.

Income Tax Rules 1962:

In exercise of the powers conferred by section 295 of the Income Tax Act, the
Central Board of Revenue made Income Tax Rules 1962. Sec 295 statesthat, the
Board may subject to the control of Central Government can makerulesfor the
whole or part of Indiafor the purpose of carrying out the Act.

Basic Terms
Person:
Personincludesthefollowing:
e Anindividud
¢ A HinduUndivided Family
* A company

o Afirm
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® AnAssociation of Persons (AOP) or aBody of Individuas(BOI)
¢ Alocd authority, and
e Everyatificid juridica person

Assessee:

Assessee means any person by whom incometax or any other sum of money
payable under the provision of theAct and include any person against whom any
proceedingsunder thisAct can betaken for the assessment of hisincomeor income
of any other person for which heisliableto pay tax.

Under Sec. 2(7) of Income Tax Act, assessee means aperson:
1. Whoisliableto pay IncomeTax
2. Whoisliableto pay any other sum of money under thisAct

3. Inrespect of whom any proceedingsunder thisAct hasbeentakenfor his
incomeor and other benefits

4. Inrespect of whom any proceedings under thisAct can be taken for
assessment of hisincome or income of any other person for which heis
liableto pay tax.

Previous Year: (Sec. 3)

Previousyear meansaperiod of 12 monthscommencingon 1stApril immediately
preceding the assessment year. In case of anewly set up business, professionor a
new source of income, the previousyear will begin from thedate of commencing
such businessor profession or from the date of coming into existence of the new
source of income.

Assessment Year: Sec. 2(9)

Assessment year means a period of 12 months commencing on 1st April every
year and ending on 31st March of next year. An assesseeisliabletofiletax return
andto pay tax onincomeearnedinthepreviousyear during thefollowing assessment
year.

Heads of income Sec. 14

Incomescan beclassifiedinto 5 heads. They are:
1. Incomefromsdary
2. Incomefrom house property

3. Incomefrombusinessor profession
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4. Incomefrom capita gains
5. Incomefrom other sources
Income:

Thisisavery important term asincome tax is charged on income of a person.
Income means periodica monitory returnscoming from adefinitesource. Theterm
‘income isnot defined in IncomeTax Act, except that it stateswhat areincluded in
income. (Refer Sec.2(24) of IncomeTax Act)

Gross Total Income (GTI):

GrossTota Incomemeansaggregate of five heads of income of an assesseeduring
the previousyear computed according to the provisions of theAct before making
any deductionsunder Chapter VI A (Sec.80 Cto 80 U)

Total Income (TI):

Total Incomemeans aggregate of fiveheads of income computed according to the
provisionsof theact after making deductionsunder Chapter VI A (Sec.80Cto 80
v).

General Charging Section Sec. 4.
Following are thebasi ¢ principlesemergefrom the charging section
® Incometax isanannua tax onincome

* Incomeof the previousyear istaxablein thefollowing assessment year at
theratesapplicablefor that assessment year.

e Taxratesarefixed by theannua financeAct.
e Taxischarged on every person defined under section 2(31)

e Taxischarged onthetota income of every person computed accordingto
theprovisonsof theAct.

Residential status:

The scope of total income of an assesseeis determined with referenceto his/her
residential statusinthe previousyear. Residence and citizenship aredifferent. An
Indian may benon- resident or aforeigner may beresident for incometax purpose.
Theresidentia statusmay changefrom year to year but citizenshipwill not change.

Resdentid statusof anindividua isdetermined onthebas sof two conditions. They

arecdled Basic conditionsand Additional conditions.
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Basic Conditions. Sec. 6(1)

r

1. Theassesseeisin Indiafor a period or periods amounting in all 182
days or more during the previous year.

2. Theassesseehasbeenin Indiafor a period or periodsamountingin all
365 days or moreduring four yearsimmediately preceding the previous
year and has been in India for a period of 60 days or more during the
previous year.

The 60 days mentioned here will be extended to 182 days in following
cases:
a. In the case of an individual who is a citizen of India, who leaves
Indiainany previousyear asa member of the crew of an Indian Ship
or for the purpose of employment outside India and

b. In the case of an individual being a citizen of India or a person of
Indian origin, who comeson a visit to India in any previous year

Additional Conditions sec 6(6)

(1. The assessee has been resident in Indiain at least two out of ten years
immediately preceding the previousyear

J

2. Theassesseehasbeeninindiafor at least 730 daysin al during sevenyears
immediately preceding the previousyesr.

& J

Determination of Residential Status of an individual

Residentid statusof individua may be:
(8) Resident and ordinarily resident
(b) Resident but not ordinarily resdent
(c) Non-resident

() Resident and ordinarily resident

When an assessee satisfies any one of the basi ¢ conditions and both the additional
conditions, heissaid to beresdent and ordinarily resident.

(b) Resdent but not ordinarily resident:

When an assessee satisfiesanyone of thebasic conditionsand failed to satisfy both
theadditional conditions, heissaidto be Resident and not ordinarily resident.

(© Non-resident:
when aperson failed to satisfy both the basic conditions, he is said to be non-
resident.
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Scope of Income Tax based on Residential Status

Resident and
Ordinarily resident

Resident but not
ordinarily resident

Non-resident

Any income received or
deemed to be received in
India

Any income received or
deemed to be received in
India

Anyincomerecavedor
deemedto bereceived

inIndia

Any income accrued or
deemed to be accrued in
India

Any income accrued or
deemed to be accrued in
India

Anyincomeaccrued or
deemed to be accrued

inIndia

Incomereceived or accrued
or deemed to receive or
accrued outside India

.

Incomereceived or accrued
outside India from a
business or profession
whichiscontrolledinindia

[llustration 1:

Mr.Hamesh |eft to Koreaon 15th March 2017, after stayingin Indiafor 15 years.
He comesback on 20th June 2017. Compute hisresidential statusfor the previous

year 2016 - 2017.
Solution:

AsMr. Hameesh leavesIndian on 15th March 2017, ie, hewasin Indiafor 349
days. So hesatisfiesfirst basic condition u/s6(1). HeleavesIndiaon 15th March
2016, after staying 15 yearsin Indiaie, hewasin Indiafor thelast 15 years. So he
satisfiesboth theadditiona conditionsu/s6(6).

Asoneof thebad ¢ conditionsand both the additional conditionsare satisfied, Hence
Mr.Hameesh is said to beresident and Ordinary Resident for the previous year

2016-2017
llustration 2:

Mr.Remesh Narayan hasthefollowing incomeduring thepreviousyear.

b7
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d.

Incomefrom Sdary received inIndia Rs.2,00,000
Incomefrom businessin IndiaRs. 4,50,000

Income from abusiness situated in USA Rs. 7,50,000 (management is
Stuatedinindia)

Incomerece ved outside IndiaRs.10,00,000

Whichincomesare taxableto Mr.Remesh Narayanif heisa

¢ Resdentandordinary resdent

¢  Resdent andnot ordinary resident

e Nonresdent

Solution:
e |f Mr.Remesh NarayanisResdent and ordinary resident, following incomes
aretaxable.

¢

¢

¢

¢

Incomefrom Sdlary received inIndia Rs.2,00,000
Incomefrom businessin IndiaRs. 4,50,000

Incomefrom abusinesssituated in USA Rs. 7,50,000 (management is
Stuatedinindia)

Incomerece ved outside IndiaRs.10,00,000

¢ |f Mr.Remesh NarayanisRes dent but not ordinary resident, followingincomes
aretaxable.

¢

¢

¢

Incomefrom Sdlary received inIndia Rs.2,00,000
Incomefrom businessin IndiaRs. 4,50,000

Income from a business situated in USA Rs. 7,50,000 (control and
management issituated in India)

e |f Mr.Remesh Narayanisa non-resident, followingincomesaretaxable.

¢

¢

Incomefrom Sdlary received inIndia Rs.2,00,000

Incomefrom businessinIndiaRs. 4,50,000

Income exempted from tax (fully exempted only) Sec. 10

Agriculturd income

Share of incomereceived by amember from HUF
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Shareof income of apartner fromafirm

Interest received by non residents from securities and bonds as the central
government may specify

Leavetravel concessionto anemployee
Allowancesand perquisitesoutsideIndia
Educationd scholarship
AllowancestoMPsand MLAS
Computation of taxable income from salary:

Any remuneration recel ved by an employeefrom theemployer in consideration of
hisserviceiscalled salary. It includesmonetary value of all benefitsand facilities
provided by the employer. Under thishead, any valuerecel ved by theemployeeon
account of employer - employeerdationshipistaxable.

Salary: Asper Sec. 17(1) salary includesthefollowing

¢

® & & & o o o

¢

Wages

Any annuity or pension

Any gratuity

Any fees, commission, perquisites
Any advancesalary
Anyleavesdary

Bonus

Commission based onsaary or not
Profitsinlieu of sdary

Computation of taxable salary can be illustrated with the help of following
chart

Sday |

l

\ Badcday +Alovacss + Paqudtes + Rditsinlieudf day

l

| Less |

l

\ Ertatanmert Allonences+ Erploymant Tex \

l

| =TadiliySday |
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Allowances: Allowancesareclassified into three categories
1. Fullytaxable
2. Patidlytaxable
3. Fully exempted.
Fully taxableallowances:
¢ Dearnessalowance, Additional DA and Dearness pay
e City Compensatory allowance
* Fixedmedical alowance
e Tiffindlowance
e Sevantdlowance
e Nonpracticingalowance
¢ Hill areadlowance
e Deputation alowance
e Overtimedlowance
e Familydlowance
e Dinner dlowance
Partially taxable:
® HouseRentAllowance
Computation of taxable portion of HRA
Least of thefollowingisexempted under sec 10(13A) from actual HRA
i. Actua HRA received during the year
ii. Rentpadinexcessof 10% saary

iii. 40% or 50% sdary (50% sdary in caseof Metro Politian citiesand 40 %
incaseof other cities)

Note: Salary for the purpose of computing HRA meansBasic Pay plus Dearness
Allowanceforming part of sdary or Dearness Pay

Fully exempted allowances:
¢ Foreign alowance (to agovernment employeeoutside India)
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e Sumptuary dlowancegivenfor supreme court and high court judges
¢ Allowancesto theemployeesof UNO
Perquisites Sec 17(2)

Perquisites meansval ue of any non monitory benefitsreceived by the empl oyee
from the employer. Examples are:- Motor car, Rent free accommodation, Free
education to children, Serviceof cook, Watchman and Gardner. Thesefecilitiesare
taxabl e subject to provision of incometax act and rules.

Computation of GTI

GrossTotd Incomecan beca culated by addingincomefrom al sourcesafter taking
into consideration that exempted incomesare excluded and income of any other
person for which the assesseeisliableto pay tax are clubbed in each head and after
set off losses.

Deductions
Professional Tax

Professiond Tax isatax levied by loca self government as professiond tax or tax on
employment. Itisdeductibleinfull. If professional tax ispaid by theemployer on
behaf of theemployee, it isfirst added to the salary and then deductionisallowed.

Interest on housing loan

For self occupied house property under section 24B upto Rs.200000/ isdeductible.
Thismust be shown asanegativeincome under incomefrom house property. Under
section 80EE an amount of Rs.50,000/- isdeductible against housing loan interest
asan additiona benefit for the new loan taken during thefinancial year 2016-17.

Under Section 80C

Payment made by the assesseein insurance premium, contribution to PF, Pension
Fund, principda part of housingloan, mutua fundsetc aredeductible. Themaximum
amount of deduction that can be claimed under thissectionisRs.1,50,000/-

Under Section 80CCD (1B) an additional amount of maximum Rs.50,000/- is
deductiblefor making investment in National Pension System (NPS) w.ef. 1t April
2016.

Under Sec. 80D
Payment madein respect of medica insurance premium by anindividual assesseeis

deductible. A sum not exceeding Rs.15,000/- paid during the previous year as
premium for insurance on his health or health of spouse, dependent children and

dependent parentsare admissiblefor deduction.
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Illustration.

Computetaxableincomefrom salary of Mr. Nani Bhoumic.
BasicPay : Rs.55,000 per month
Dearnessdlowances : Rs.7,000 per month
City Compensatory Allowances : Rs. 3,000 per month
Vaueof Rent freeAccommodation  : Rs. 2,30,000 for the year

Value of motor car provided : Rs. 50,000 for the year

During thepreviousyear Mr. Nani Bhoumic paid Rs. 2,500 astax on employment

Solution :

( Particulars Amount
Basic Pay (55,000 X 12) 6,60,000
Dearness allowance (7,000 X 12) 84,000
City Compensatory Allowance (3,000 X 12) 36,000
Vaueof Rent FreeAccommodation 2,30,000
Vaueof Motor Car 50,000
GrossSalary 10,06,000
LessEmployment tax paid by theemployee 2,500

| Taxableincomefrom salary 10,57,500

Permanent Account Number (PAN)

Permanent Account Number (PAN) meansaten digit a phanumeric number issued
by thelncomeTax department intheform of alaminated card. PAN isdlottedtoa
person on thebasis of application submitted in the prescribed form. The purpose of
PAN istoidentify each assesseeregarding thetax matters. Thefollowing persons
areliableto submit applicationfor PAN within thetime prescribed.

1. Whoseincomefor the previousyear exceedsthenon taxablelimit.

2. Carryingonabusinessor profession whosetota salesturn over exceedsRs. 5
lakhsduring the previousyear.

&
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3. Atrustfor charitableor religious purpose whose income exceeds the non-

taxablelimit.

4. For payment exceeding Rs.50,000 in cash to the bank.
5. For opening abank account other than savings bank account

6. For openingademat account

Total Income

Computation of TI

Tota incomeof an assessee can be cal culated by deducting €igibledeductionsfrom

GTI.

Income Tax Rates

Following aretheincometax ratesfor theAY 2017-2018 (PY 2016-2017)
A) For individual Resident aged bel ow 60

Total income upto Rs.2,50,000

Nil

Where Taxabl eincome exceeds
Rs.2,50,000/- but does not
exceeds Rs.5,00,000/-

10% of amount by which the taxable
income exceeds Rs.2,50,000/-

Less: Tax Rebate u/s 87 A - 10% of taxable
income up to a maximum of 5,000/-

\Where Taxabl eincome exceeds
Rs.5,00,000/- but does not
exceeds Rs.10,00,000/-

Rs.25,000/- + 20% of the amount by which
total income exceeds Rs.5,00,000/-

Where the taxable income
exceeds Rs.10,00,000/-

Rs.1,25,000/- + 30% of theamount by which
the taxabl e income exceeds Rs.10,00,000/-

J

00 <|. 10 o< - ,]
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B) For senior citizen aged above 60 year sin any day of the PY

r

Total income upto Rs.300,000-

Nil

Where Taxableincome exceeds
Rs.3,00,000/- but does not
exceeds Rs.5,00,000/-

10% of amount by which the taxable
income exceeds Rs.3,00,000/-

Less : tax credit u/s 87 A- 10% of taxable
income up to a maximum of Rs.5,000/-

Where Taxabl eincome exceeds
Rs.5,00,000/- but does not
exceeds Rs.10,00,000/-

Rs.20,000/- + 20% of the amount by which
total income exceeds Rs.5,00,000/-

.

Where the taxable income
exceeds Rs.10,00,000/-

Rs.1,20,000/- + 30% of the amount by which
the taxable income exceeds Rs.10,00,000/-

J

C) For Super senior citizen aged above 80 yearsin any day of the PYD)

-

Total income upto 5,00,000

Nil

Where taxable income exceeds
5,00,000 but not exceeds

10,00,000

20% of the amount by which the
taxable income exceeds 5,00,000.

&

Where the taxable income

exceeds 10,00,000

Rs. 1,00,000 + 30 % of the
amount by which taxable on
10,00,000

J

D For partnership firms and Indian companies (Non corporate and

cor por atetax)

Every partnership firmor Indian company isliableto pay 30%
tax 3% Cess on its taxable income earned during the previous

year

Surcharge: 15% of theincometax, wheretaxableincomeismore
than Rupeesonecrore.

Cess: 2% education cess and 1% higher education cess of

thetotal incometax and surcharge.
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Rebate (Sec 87A)

Rebate u/s 87A is available to an individual assessee where his or her
total income is less than Rs.5,00,000/-, an amount of 10% of taxable
income up to a maximum of 5,000/- can be deducted from income tax
payable

Computation of Income Tax for different Citizens:
Thefollowingillustration explainscomputation of total incomeand tax ligbility.
[lugtration:

Compute GTI,TI and Tax liability of Mr. Vital Shenoy, aged 50 yearsfor the PY
2016-2017.

Incomefrom salary :6,10,000
Incomefrom House property : 2,80,000
Incomefrom business : 3,10,000

Duringthe PY hiscontribution to GPFisRs.5,000 per month.
Doesit make any changein thetax liability of the assesseeif heis:
1. Aged 54years
2. Aged72years
3. Aged 85years

Solution:

Computation of Gross Total Incomeand Total Incomeof Vital Shenoy,for the PY
2016-2017.

Incomefrom salary 6,10,000
Incomefrom House Property 2,80,000
Incomefrom Business 3,10,000

Incomefrom Capital Gain

Incomefrom Other Sources

GrossTotal Income 12,00,000
Deductions under sec 80.

80 C: contribution to GPF 60,000
Total Income 11,40,000




Reference Book

Computation of Tax liability

Onfirst 2,50,000 Nil ;
Next 2,50,001 to 5,00,000 10% 25,000
Next 5,00,001t010,00,000 20% 1,00,000
On balance 1,40,000 30% 42,000
1,67,000
Less:Rebate87A Nil
1,67,000
Add: Surcharge Nil
1,67,000
Add: Edu. cess3% 5,010
Taxligility: 1,72,010.

Changein tax liability in different age
1. If the assesseeisaged 54 years, no changeinthetax liability
2. If theassesseeisaged 72 years, tax liability will changeasfollows

Onfirst 3,00,000 Nil ;
Next 3,00,001 to 5,00,000 10% 20,000
Next 5,00,001t0 10,00,000 20% : 1,00,000
Onbaance 1,40,000 30% 42,000

1,62,000
Less:Rebate87A Nil

1,62,000
Add: Surcharge Nil

1,62,000
Add: Edu. cess3% 4,860
Tax liability: 1,66,860.

3. Iftheassesseeis aged 85years, tax liability will changeasfollows.
Onfirst 5,00,000 Nil :

Next 5,00,001t010,00,000 20% 1,00,000
On balance 1,40,000 30% 42,000
1,42,000
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Less:Rebate87 A Nil
1,42,000
Add: Surcharge Nil
1,42,000
Add: Edu. cess3% 4,260
Tax liability: 1,46,260.

Methods to reduce tax liability:

Therearethree methods which are commonly used by the taxpayersto reducetheir
tax ligbilities.

e TaxEvason

e TaxAvoidance

e TaxPanning
1. Tax Evasion

Dishonest tax payerstry to reducetheir taxes by concealing income, infl ation of
expenses, fa sfication of accountsand willful violaion of theprovisonsof thelncome
tax Act, isknownasTax Evasion. Such unethical practicesoften create problemsto
thetax evaders. Tax department not only imposes huge penatiesbut alsoinitiate
prosecution in such cases.

2. Tax Avoidance

Tax avoidanceisminimizing theincidenceof tax by adjustingtheaffairsinsucha
manner that dthoughitiswithinthefour cornersof thelaws, itisdonewith apurpose
to defraud therevenue.

3. Tax Planning

Tax planningisarrangement of financia activitiesin such away that maximum tax
benefits, asprovidedintheincometax Act areavailed of . It envisagesuseof certain
exemption, deductions, rebatesand reliefs provided inthelIncome Tax Act.

PRACTICAL IN DETAIL

(1) Mr.Alex isanemployeeof Exce Ltd, TVM .Hispay and allowancesdetails
areasfollows.

Basic pay ason 1st April 2016- Rs.30,000 per month, Hisbasic pay increased by

Rs.1000 per month from November 2016 onwards.
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DearnessAllowance (From 1st January 2016- 50% and 60%from 1st July 2016
onwards)

HRA

Commission

Bonus

CCA

Dinner Allowance
TiffinAllowance
Fixedmedical alowance

5% of basic pay

3% of basic pay
Rs.20,000 per annum
Rs.1000 per month
Rs.6000 per annum
Rs. 500 per month
Rs.5000 per annum

Compute sdary incomeof Mr. Alex for the Financia Year usngMSExcdl.

Solution:
Open an excd sheet and draw aformat as given below. Useformulaswhere ever
possible.
Computation of gross salary of Mr. Alex
[ Particulars Amount Amount
Basic Pay
(7 X 30,000) 2,10,000
(5 X 31,000)
DA 155,000 3,65,000
(30,000 X 50% X 3) 45,000
(30,000 X 60% X 4) 72,000
(31,000 X 60% X 5) 93.000 210,000
HRA
(2,10,000 X 5%) 10,500
(1,55,000 X 3%) 7.750 18.250
Commission (3,65,000 X 3%) 10.950
Bonus 20,000
CCA (1,000 X 12) 12,000
Dinner Allowance 6,000
TiffinAllowance 6,000
Fixed medica dlowance 5,000
Grosssalary 6,53,200
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(2) Mr. Rajuisworking as manager in UAE Financial Exchange Servicesin
Mumbai. Hissalary for the financia year 2016 -17 is Rs. 7,20,000/- per
annum. Heisgetting HRA Rs. 5,000/- per month. Actua rent paid by himfor
theyear isRs.1,20,000/- Cal cul ate taxable portion of HRA

Solution:
Computation of taxable portion of HRA
[ Particulars Amount Amount |
Actua HRA received (5,000 X 12) 60,000
Least of thefollowingisexempted
U/S10(13A)
1.Actud HRA 60,000
2. Rent paidin excessof 10% of salary 48,000
(1,20,000 -72,000)
3.50% of salary 3,60,000 48,000
Taxableportion of HRA 12,000

(3) ComputeGTlI, Tl and Tax ligbility of Mr. Felix for thePY 2016-17 (AY 2017-18).

During the year he drew abasic pay Rs.35,000/- per month, DA Rs.15,000/- per
month, CCA Rs.5,000/- per month, Festival Allowance Rs. 2500/- per annum.
HRA received Rs.4,500/- per month (Actual Rent paid by him - Rs.7,500 per
month)

Duringthepreviousyear hemadethefollowing contributions.

a GPF

LICfor self
LICfor spouse
Tuitionfeepad

® o0 T

Premium paidfor medical
insurance

Rs.3,000 per month

Rs.1669 per month
Rs.1200 per month
Rs.24,000 per year

Rs.12,500 per annum
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Solution:

Computation of Gross Total Income and Total Income of

Mr.Felix

r

Particulars

Amount

Amount

Amount

Amount

N\

Incomefromsdary

Basic pay (35,000 X12)

DA (15,000 X12)

CCA (5,000 X 12)

Festiva Allowance

HRA (4500 X12)

Least of the following is
exempted

(U/S10(13A)

1. Actua HRA received
Rent paidin excessof
10% of salary (90,000 —
42,000)

2.

3. 40%of salary

Income from salary being

GTI

L essdeduction U/S80

DeductionU/S80C

1. Contributionto GPF

2. ContributiontoLIC (Sdf)

3. ContributiontoLIC
(Spouse)

4. Tuitionfee

Deduction U/S80D
Medicd insurancepremium

Total income

54,000
48,000

1,68,000

54,000

48,000

36,000
20,028
14,400
24,000

4,20,000
1,80,000
60,000
2,500

6,000

94,428

12,500

6,68,500

1,06,928

5,61,572
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Computation of Tax Liability of Mr.Felix

On First 2,50,000 : Nil |
Next 2,50,001 to 5,00,000 : 10%

25,000
On balance Rs.61,572 : 20% 12.314
37,314
Less Rebate U/S 87 A Nil
37.314
Add Surcharge Nil
37,314
Add Edu. Cess 3% of 37,314 1,119
Tax Payable 38.433

TE QUESTIONS
1. Income Tax rulespassedintheyear ----------
a 1961 b.1962 ¢.1992  d. 2005
List out thevarious sources of income u/s 14
Personisdefined U/S...... of Income Tax Act
Definetheterm 'Assessee’
List out the principlesof generd charging section
Explainvariousconditionsused for determining resdentia statusof anindividua
List out any four fully exemptedincomes

© N o ok~ 0D

What arethe conditions used for cal cul ating exempted portion of House Rent
Allowanceu/s10(13A)

9. Current rateof edu. cessis......

10. Mr.Anand, acitizen of Indiaemployedin London since 1990. He came back
to Indiaon 30-06-2010. Heremained in Indiafor three years and went to

&
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11.

12.

13.

14.

15.

16.

17.
18.
19.

20.

USA on 1-07-2013. Hereturned to Indiain 1-4-2015 and went back to USA
on 31-07-2015. Again returned to India on 31-12-20015 securing transfer
from the USA to Del hi branch of the company. Determinehisresidential status
for the PY 2016 -2017.

Sec. 2 of IncomeTax Act dealswith
a Exemptedincomes b. Definitions c. Sadlary  d. Deductions
Non monitory benefits given by the employer to the employee is called

"The end result of "Tax evasion' and "Tax Planning' |ead to reduction in tax
liability'. Do you agree? Differentiate the two termstax evasion and tax

planning.
The maximum amount of deduction W/SB0 CiSRS.......cccoeeveeveeennn.

Expand theterm PAN and a so state any five conditionsinwhich quoting of
PAN iscompul sory/mandatory.

Mr.JavedisaGovt employeeworkingin Kolkatta. Hisbasic pay isRs. 45,000
per month and DA Rs.15,000 per month. During the year he received HRA
Rs.3,500 per month. Theactual rent paid by him for theaccommodationis
Rs.1,40,000 for the year. Compute taxable portion of HRA.

Note : Salary for HRA cal culation means Basic Pay and DA.
[llustratetheimpact of rebate u/s87A with anexample

Prepare atabl e showing scope of incometax based onresidential status
Computetax liability if thetota incomeisRs.7,50,000/-, under thefollowing
gtuaions

a. If the assesseeis aged 56

b. If the assesseeis aged 67

c. If the assesseeis aged 84

Mr.Alfredisan Indian origin, leavesto Canadaon 15 June 2016 for thefirst
time. Hecameback to Indiaon 25th October 2016. Determine hisresidentia
statusfor the previousyear 2016-2017.
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UNIT 4.3
ADVANCE TAX, TDS AND TAX RETURNS

Introduction

With aview to mobiliserevenuefor effective administration, Government hasto
ensuretimely remittance of incometax by tax payers. Advance Tax and deduction
of tax at source of income(TDS) arethemain tool sused for this. For certain types
of incomes, it ismade compul sory to deduct tax at sourceand remit thesamewithin
the prescribed time. Thischapter aimsto provide enough knowledgeto the learner
about the concept of TDS, Advancetax, the percentage of TDS and the date of
remittance of TDS. Assessment of incometax and filing of tax returnsare made
compulsory under thelncome Tax Act. Now thetax payers haveto do E-filing of
tax returns. Thischapter dso amsto create adequate knowledge about the procedure
of e-filing of incometax return.

Learning outcomes
TheLearner:

* Explains Advance Tax

* Fixes liability for payment of advance tax
® Determines interest for default

* Explains assessment

® C(Classifies assessment

®* Explains TDS

® Listsout TDS applicable items

®*  Summarises the TDS rates

® Analyses TDS exemptions

® |dentifies form 15G and 15H

* Explains TAN

* Defines income tax returns

®. Lists out different types of returns

® Prepares tax returns

® Prepares forml6 and income tax statement
®*  Summarises the procedure for e-filing

e Lists out steps involved in e-filing

®* Makes efiling
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Meaning of Advance Tax:

Advance Tax isoneof themodesof collection of tax by Government. The probable
tax liability for the assessment year shall be estimated in advance and paid to the
Government during the previousyear itself. Advance Tax shall bepayablein every
caseif theamount of tax payable by the assesse during the year is Rs.10000/ or
more ( Sec.208).

EXx
3

b)

c)

emption from payment of advance Tax

A resident senior citizen aged 60 years or more and who does not have any
income chargeable under thehead " Profitsand gainsof businessor Professon”

isnot required to pay advance Tax.(Sec.207)

An assessee, being anindividua, HUF, Firm but not LLP, optingfor ascheme
U/SA4AD shall beexempted from payment of advancetax related to taxable

incomefrom such business.

Advance Tax need not be paid in case where the amount of such tax payable
by the assesse during the that year islessthan Rs.10000/-

Method of Computation of AdvanceTax
The amount of advancetax payable by an assesseein thefinancial year shall be
computed asfollowsin accordance with Sec. 209:

Particulars Amount | Amount

Estimated taxable income for the year (Note 1) XXX
Tax on the Estimated Income XXX

Less Rebate u/s 87A (if applicable) XXX
Income tax liability XXX

Add: Surcharge (if applicable) XXX
Total Incometax liability XXX

Add: Education Cess XXX
Total tax payable XXX

Less TDSasper 26AS (if any) XXX
Amount payable as advance tax XXX
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Note: Estimated income means, estimate of income likely to be earned during
the current previous year under five heads of income after set off of
brought forward losses and Chapter VI-A deductions.

Liability for payment of advance Tax (Sec.201):

As per the provisions of section 20810 219, Income Tax shall bepaid in advance
during thefinancid year itself. Thetax will be calculated at the prescribed ratesfor
thefinancid year. Theincometax so ca culated shall bereduced by theamount of
TDS (Tax Deducted at Source) during the said financia year. The net amount of
incometax left shal bethe advancetax payable.

Payment of Advance Tax

Advance Tax shall be paidinfour installments during thefinancia year asgiven
bel ow-

a) In case of Corporate assesses

(9. Due date Amount of Tax tobe paid |
No.
1. | Onor before15™ June Not less than 15% of advance Tax
2. | Onor before 15" Not less than 45% of advance Tax
September
3. | Onor before 15" Not less than 75% of advance Tax
December
4. | Onor before 15" March 100% of the advance tax | essamount
dready pad

b) In caseof Non- Corporate assessees.

. Duedate Amount of Tax to be paid
No.
1. [ Onor before15™ Not | essthan 30% of advance Tax
September

2. | On or before 15" December | Not | essthan 60% of advance Tax

3. | Onor before 15" March 100% of the advance tax |ess amount

dready pad )
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Interest for default payment of advance Tax(Sec. 234 B)

Where an assesseeisliableto pay advancetax u/s. 208 hasfailed to pay such tax,
or wheretheadvancetax paid w's210islessthan 90% of the assessed tax, he shall
beliableto pay simpleinterest at therate of 1% for every month or part thereof.

Meaning of TDS

In certain cases, aperson getsincome only after deduction of tax at source. For
examplein caseof | ottery winning, thewinner will get the prizemoney after deduction
of acertain percentage as Tax by the Government. Similarly inthecase of sdlaries,
theemployer deductstax and the balancewill be paid to theemployee. Thusevery
personislegally bound to deduct tax at source at thetime of effecting payment or
when theamount accounted asaccrued whichever isearlier. Thetax so deducted
iscalled TDSand the same shoul d be deducted and remitted to government within
thespecifiedtimelimit.

Notax isto bededucted from any sums payableto -

i) Government
i) ReserveBank of India

i) The Corporation established by or under aCentral Act whichisexempt
from IncomeTax by virtueof any law.

iv) A mutua Fund specified under Sec. 10(23D)
Liability todeduct tax by an I ndividual/HUF

Individua/HUF isliableto deduct tax u/s 194A when thetotd sd es, grossrece pts
or turnover of suchindividua/HUFfrom businessor profess on exceedsthemonetary
limitsspecified u/s44AB (Rs.1 crorein case of businessand Rs.25 [akhsin case of
profession) duringthefinancia year immediately preceding thefinancid yearinwhich
sum iscredited or paid.

Date of Remittance of TDS

TDS should beremitted on or before seven daysfromtheend of themonthinwhich
the deduction ismade or incometax isdue under Sec.192(1). Whereincomeor
amount iscredited or paid in themonth of March, then thedue date of remittanceis
on or before 30th of April.

TDS Certificate Sec.203(2)
Every person deducting tax shall issue acertificate to the effect that tax hasbeen
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paidtothe Centra Government, whereintheamount of tax paid, therateof tax and
thegrossincomeetc. arespecified. The TDS certificatesareasfollows:

TDScertificateForm No. Periodicity
Form16-TDSon salary Annual
Form 16A-TDSfor non salary| Quarterly

. J

TDS applicable items and Rates
The following table shows afew of the TDS Rates for the Financial Year. 2016-17

SI.No. Nature of Section Cut off Individual/ | Others
payment Amount HUF Rate
2016-17 Rate
1 Salaries 192 Morethan Average
exemption Rate.
limit after
deduction

2. | Interest on 193 Rs.5000 10% 10%
Debentures
Deemed 10%

3. Dividend 194 10%
Interest Other 10%
Securities(by
Bank)

4q | Interest Other 194A | Rs.5000 10% 10%
than Interest on
Securities(by
Others)

5. | Lottory/Cross 1948 | Rs.10000 30% 30%
Word Puzzles
Winningfrom 30%

6. Horse Race 194BB Rs.5000 30%
Contracts, Sub 104

7. contract & 194C(1) Rs. 30000 © 2%
Advertisements
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SI.No. Nature of Section Cut off Individual/ | Others
payment Amount HUF Rate
2016-17 Rate
8. | Insurance 194D Rs.20000 10% 10%
Commission
Commission OR 10%
Rent (Land &
10 Buildi(ng) 1941 Rs.180000 10% 10%
Rent(Plant &
11 | Machinery, 1941 Rs. 180000 204 20
Equipment
Furnitureand
fittings
Professiona/ 194J Rs. 30000 10% 0
12. et 10%
chargesRoydty
Illustration.1:

Mr. Mahesh doing atextile businessfurnishesyouthefollowinginformation

Total turnover for thefinancial year 2015-16isRs.1,10,00,000/- and 2014-15
Rs.99,00,000/- . State whether the provisionsof TDS areattracted for thefollowing
expensesincurred duringthe Financia year 2016-17

Interest paidto SBT on term loan Rs.95000/-
Rent of shop paid to landlord Rs.190000/-
BrokeragepaidtoA, asub broker Rs.8000/-

1
2
3.
4

Advertisement expense paid to B(two individua paymentsof Rs. 28000/-

and Rs.42000/-)

Answer.

In case of individuals or HUF, the provisions of TDS shall apply wherethey are
subject to audit wW/s44AB inthe previousyear. Theturnover of Mr.Mahesh for the
FY 2015-16 exceedsRs.1Crore, TDS provision shall apply. Whereasfor the FY
2014-15TDSprovision shal not beapplicable.




ACCOUNTING AND TAXATION - SECOND YEAR

Table showing tds deduction for the F.Y.2015-16

i Payments TDS Section Rate of Amount of TDS
applicability deduction
InteresttoSBT| No Sec.194A Nil
Rent Yes Sec.194C 10% 19000
Brokerage Yes Sec.194H 10% 800
Advertissment Yes Sec.194C 1% 420
ITlustration 2: ’

M/s. SFCK Ltd, aPSU hasto pay Rent for the factory building Rs.30,000/ per
month. Theland lord raised abill Rs.30,000/- plus service Tax @15% including
Swatch Bharat Cess. Thusthetotal amount claimed inthe Rent bill isRs.34,500/-.
IsTDSapplicableinthiscasg, if sowhat will betheamount of TDS?

Answer.

Sec. 194C statesthat TDS on rent isto be deducted if the aggregate of Rent for a
FY exceedsRs.1,80,000/-. Further TDSshall not be applied on Service Tax. Hence
TDS @10% isapplicableinthiscase. TDS amount isRs.36,000/- [ (30,000x12)
10/100]

[llustration 3:

Mr. Rakesh Kamal has made three Fixed deposits of Rs.50,000/-, Rs.80,000/-
and Rs.40,000/- in Federal bank during thefinancial year 2015-16. Theeligible
bank interest for thedepositsare Rs.5,000/-, Rs.8,000/- and Rs.2,000/- respectively
for thefinancid year 2015-16. Mr. Rakesh Kama claimed that TDS should not be
deducted sinceinterest on each FD had not exceeded Rs.10,000/-. Isthe argument
of Mr. Rakesh correct as per the Income Tax Act and Rules? Justify.

Answer.

No. The argument of Mr. Rakesh isnot correct.Since the aggregate amount of
interest credited/paid to asingle person exceedsRs.10000/- TDSsha | be deducted.

[llustration 4:
Computetheamount of advance Tax payablefor the FY 2016-17 inthefollowing

cases. Also statethedigibility to claim Rebate w/s87A
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i.  Whenthetota incomeof Mr. Bimal isRs.3,45,000/-
ii. Whenthetotal incomeof Smt.SmithaPatel aged 63 yearsisRs.3,90,000-
ii. Whenthetota incomeof Mr. Jain, aged 45 yearsfor thefinancial year is
Rs 6,00,000/-
Answer.

i) Nil. Thetax payableby theassesseislessthan 10000/, advancetax need
not be paid. Rebate under Sec. 87A may be claimed.

ii) Nil. Rebateunder Sec.87A may beclaimed.
iii) Advancetax isRs. 46350/- . Rebate u/s87A cannot be claimed.
Form 26 AS

Form 26ASis aconsolidated tax statement issued to PAN holders under Rule
31AB of incomeTax Rules. This statement with respect to afinancia year will
include detail sof -

a) Tax deducted at Source
b) Tax Collected at source

¢) Advance Tax/self assessment tax/regular assessment tax etc. deposited in
the bank by thetax payers(PAN holders).

Filing quarterly Statement/Return

The person who deduct tax at source should file quarterly statement of TDSin
Form 24Q to the Director General of Income Tax.

Due date for furnishing Quarterly TDS return is as under-

(SL. Quarter of the financial year Due Date
No.
1. | Quarter (April to June) 151 July
2. Il Quarter (July to September) 15" October
3. Il Quarter(October to December) 15" January
4 IV Quarter ( January to March) 15" May

TDS exemption -Form 15G and 15H

A person, other than acompany who isresident in India can submit Form 15G.
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Form 15 H isfor senior citizen, whosetax on the estimated incomefor thefinancial
year isnil. Inasituation where dueto various deductionsthe tax payable ontotd
incomemay benil butif thetotal amount of expected income payableto the assessee
exceedsRs. 2.5 lakhs, the above said formsis not applicable for availing TDS
exemption.

TAN- Tax Deduction And Collection Account Number

A Tax Deduction and Collection Account Number isaten digit d phanumeric number
issued to personswho arerequired to deduct or collect tax on payments made by
them under thelncometax act. According to the provisions of section 203A of the
incometax act, itisobligatory for al personsresponsblefor deducting tax at source
to obtain and quotethe TAN inthechallans, TDS certificates, statementsand other
documents. Failureto gpply for TAN or not quotingin the specified document attracts
apenalty of Rs10,000/-.

Income tax assessments:

Every taxpayer hasto furnish thedetail sof hisincometo thelncome-tax Department.
Thesedetallsareto befurnished by filing up hisreturn of income. Oncethereturn of
incomeisfiled up by thetax payer, the next stepisthe processing of the return of
income by the Income Tax Department. The Income Tax Department examinesthe
return of incomefor itscorrectness. The process of examining thereturn of income
by thelncome Tax departmentiscalled as" Assessment”. Thefollowingarethevarious
typesof assessment

1. Self assessment (Sec.140A) :

Itistheduty of every assesseeto compute hisincomeand tax thereof , prepareand
submit thereturnin the prescribed form and remit any unpaid baance of tax within
the prescribed timelimit asprovidedinthelaw. If the assesse himself fulfilsthe
aboverequirements, itiscalled self assessment.

2. Assessment on thebasisof return/Summary assessment without calling
the assessee-Sec.143(1)

Assessment under section 143(1) islike preliminary checking of thereturn of income.
At this stage no detailed scrutiny of thereturn of incomeiscarried out. Thetotal
incomeiscomputed after making the adjustmentsfor any arithmetical error inthe
return or anincorrect claim. Assessment under section 143(1) canbemadewithina
period of oneyear fromtheend of thefinancia year inwhichthereturn of incomeis
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3. Scrutiny Assessment-Sec.143(3)

Thisisadetailed assessment and isreferred to as scrutiny assessment. At thisstage
adetaled scrutiny of thereturn of incomewill becarried out to confirmthe correctness
and genuineness of various claims, deductions, etc., made by thetax payer inthe
return of income. As per section 153, assessment under section 143(3) shall be
madewithinaperiod of two yearsfrom theend of therel evant assessment year.

4. Best judgment assessment. -Sec.144

Thisisan assessment carried out asper the best judgment of the Assessing Officer
onthebasisof dl rdevant material he hasgathered. Thisassessmentiscarriedoutin
caseswherethetaxpayer failsto comply with the requirements specified in section
144 given below:-
¢+ If thetax payer fal stofilethereturn required within thedue date prescribed
under section 139(1) or abelated return under section 139(4) or arevised
return under section 139(5).

¢+ If thetax payer failsto comply with all theterms of anoticeissued under
section 142(1).

5. Income escaping assessment/Re-assesmennt- Sec. 147

Thisassessmentiscarried out if the Assessing Officer hasareasonto believethat
any income chargeabl eto tax hasescaped from assessment in any assessment year.
Re-assessment hasbeen madeif

i.income chargeableto tax has been under assessed; or
ii. income has been assessed at |ow rate; or
iii. income has been madethe subject of excessiverdief; or

Iv. excessivelossor depreciation allowance or any other alowance hasbeen
computed.

Income Tax returns

Thestatement inwhich the assesse di scl osesdetail sof hisincomeduring theprevious
year iscalled incometax return. It isthe duty of an assesseeto prepare and submit
thereturn of incomebeforethe due datein the prescribed form/method. Thelncome
Tax Department suggests specific formsfor returnsto be submitted by different
categories of assessees. It isthe duty of an assesseeto prepare and submit return of
income beforedue date.
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DIFFERENT FORMS OF INCOME TAX RETURNS

.

(1 ITRL For individual shavingincome from salary/pension/Family
pension & Interest.
2 ITR2 For Individualsand HUF not having income from Business
or Profession.
3 ITR2A  |For Individualsand HUF not having income from Business
or Profession and capital gains
4 ITR3 For individuals/ HUF being partner in a firmand not
carrying out business or profession under any
proprietorship.
5 ITR4 For individuals& HUF having income from proprietorship
businessor profession.
6 ITRAS  |For individuals & HUF having income from salary,
(SUGAM) [income from one house property (excluding carry
forward of losses), income business or profession and
income from other sources (excluding winning from
lottery and income horse race).
ITR5 For Firmsand AOPs and BOIs
ITR6 For companies other than companies claiming exemption
ITR7 For personsincluding companiesrequired to furnish returr
under sec.139(4A) or sec.139(4B) or section139(4C) or
sec.139(4D)
10 ITRV Acknowledgement form for all ITR forms.

Types of Incomes Tax Returns.

Thefollowing arethevarioustypesof incometax returns.
1

Voluntary Return-Sec.139 (1)

If an assessee, without any compulsion from any authority, submitsareturnon
or before duedatein accordance with thenotification by the CBDT, it becomes
avoluntary return.
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2.

Belated Return-Sec. 139 (4A)

When an assesseefailsto furnish thereturn of incomewithin thetimea lowed
ws139(1) or withinthetimeallowed under anotice w/'s 142, hemay furnishthe
same at any time beforethe expiry of one year from the end of therelevant
assessment year or beforethe compl etion of assessment whichever isearlier. It
iscalled belated return.

Revised Return-Sec.139(5)

If the assesse discovers an omission or any wrong statement in thefurnished
return, arevised return may befiled beforethe expiry of oneyear fromtheend
of therelevant assessment year or before the compl etion of the assessment,
whicheverisearlier. Itiscaled Revised Return.

Compulsory Return-Sec.142(1)(i)

Where any person is assessable in respect of hisincome or income of any
other personand hasnot furnished the return of income on or beforethe due
date of furnishing return u/s 139(1),the assessing officer may serveancticeon
such person requiring to furnish thereturn. Thereturn so submitted or required
to be submitted iscalled compul sory return.

Defective Return-Sec.139(9)

A return of income submitted by an assesse shal | be considered asdefectiveif:
e itisnot accompanied by statement of computation of tax

e ithasnotbeendulyfilledup

e itisnot accompanied by theaudit report u/s44AB or

* havingany seriousmisstatementsor omissions.

E-filing of Income Tax Returns

Asper section 139(1) of thelncomeTax Act 1961, individua swhosetota income
during the previousyear exceedsthe nontaxablelimit, should filetheir incometax
returns(ITR).Theprocess of e ectronicaly filingincometax returnsisknown ase-
filing.
Theduedatefor filing tax returns (physical or online), isJuly 31t (can be extended
by the Gowt.)

Who should e-fileincometax returns?

Onlinefiling of tax returns can be doneby.
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e Assesseewith atotal incomeof Rs. 5 Lakhs and above
e Assesseewho hasaclaim of tax refund.
e |ndividua/HUF resident with assetslocated outside India

e Assesseerequiredtofurnishareport of audit specified under varioussections
of theact.

e Afirm (whichdoesnot comeunder the provisionsof section44AB),AOP,
BOI, Artificia Juridical Person, Cooperative Society and Loca Authority
(ITR5).

e AnassesseerequiredtofurnishreturnsU/S139(4B) (ITR 7).
® A resident who hassigning authority in any account located outside India

e A personwho clamsrdief under sections 90 or 90A or deductionsunder
section 91.

e All companies.
Types of e-Filing:

e UseDigitad Signature Certificate (DSC) toe-file. Itismandatory tofile I T
formsusing Digital Signature Certificate (DSC) by achartered accountant.

e Ifyouefilewithout DSC, ITRV formisgenerated, which should then be
printed, signed and submitted to CPC, Bangal ore by ordinary post or speed
post within 120 daysfrom thedate of e-filing.

® YoucanefilelT returnsthrough an E-return Intermediary (ERI) with or
without DSC.

Process of e-filing the return.

Firgt, log onto IncomeTaxIndiaeFiling.gov.in and register on thewebsite.
® Your Permanent Account Number (PAN) isyour user ID.

e View your tax credit statement or Form 26AS. The TDS asper your Form
16 must tally with thefiguresin Form 26AS.

¢ Click ontheincometax return formsand choosethefinancia year.

e Downloadthel TR form applicableto you. If your exempted income u/s
10 exceedsRs.5,000, the appropriateformwill be I TR-2 (If the applicable
formisITR-1or ITR4S, you can completethe processonthe porta itself,

by using the'Quick e-fileITR'link
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Open excd utility (the downloaded return preparati on software) and fill
out theform by entering al detailsusing your Form 16.

Check thetax payable amount by clicking the'ca culate tax’ tab.
Pay tax (if gpplicable) andfill inthechalan detalls.

Confirm al thedata provided in theworksheet by clicking the'validate
tab.

Generatean XML fileand saveit on your desktop.
Goto 'upload return’ on the portal's panel and upload thesaved XML file.

A pop-up will bedisplayed askingyouto digitally signthefile. Incaseyou
have obtained adigital signature, select'Yes. If you havenot got digital
signature, choose'No'.

Theacknowledgment form, ITR Verification (ITR-V) will begenerated
which can be downloaded by you.

Takeaprintout of theformITR-V and signitinblueink

Send theform by ordinary or speed post to the Income-Tax Department-
CPC, Post Bag No. 1, Electronic City Post Office, Bangalore, 560 100,
Karnatakawithin 120 daysof filingyour returnsonline.

Steps to file ITR Online:

Prepareand Submit ITRLYITR4SOnline

You havethe option to submit ITR V/ITR 4Sformsby uploading XML or by online
submission

Logintoe- Filingapplication
Goto'eFile 'Prepareand Submit ITR Online

Sdlect the Income Tax Return Form ITR /ITR 4S and the assessment
yed.

Fill inthedetalsand then click the submit button
After submisson, acknowledgement detall isdisplayed.

Click on thelink to view or generate a printout of acknowledgement/
ITRV form
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PRACTICAL IN DETAIL

Qn.1. M/sRoya Traders, KadappakkadaK ollam estimatestheir Taxable Net
Profit will be Rs.5,00,000/- for the Previous Year 2016-17. Can you help the
management of M/sRoyd Tradersto remit advance Tax by preparingastatement in

spread sheet
Answer:

Total Tax liability of thefirm- IncomeTax

Add

Education Cess 2%
Higher education Cess1%

Rs.1,50,000
Rs. 3,000
Rs.1,500
Rs.1,54,500

Totd Tax ligbility

Term

Incometax

Education
cess

Higher education

Ccess

Total ‘

Onor before
15th September
(Not lessthan
30% of advance
Tax)

Rs. 45000

Rs.900

Rs.450

Rs.46350

On or before
15, December
(Not less than
60% of advance
Tax)

Rs. 45000

Rs.900

Rs.450

Rs.46350

On or before 15th
March(100% less
amount paid)

Rs.60000

Rs.1200

Rs.600

Rs.61800

TOTAL

.

Rs.150000

Rs.3000

Rs.1500

Rs.154500

J

Qn.2. AsanAccountsassistant of M/sNoble Traders, you arerequested to prepare
Payment VVoucher using spread sheet after ascertaining whether TDSisdeductible
or not for thefollowing payments.
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1) Payment of Rent of the Building for the month of April 2016 Rs.16000/-

2) Professiona Chargepaidto M/sLogtech Rs. 40000/-

3) Paymentof advertisement expense to M/s. Varnachithraadvertisers Rs.45000
4) CommisionpaidtoMr. Sreerg/Rs. 15000/-

5) Rent of anElectrial equipment Rs. 6000/-

Ans.

[ Nameof Payments | Amount| %TDS| TDSA [ NetAm | Sec. |
1.Rent of Building 16000 |  10% 1600 | 14400 | 194
2.Professional Charges 40000 | 10% 4000 | 36000 | 194J
3. Advertisement 45000 2% 900 | 44100 | 194C
4,Commissionpaid | 15000 |  10% 1500 | 13500 | 194H

\ 5.Rent of equipment 6000 N.A Nil 6000 1941

TE QUESTIONS
1. Supposeyour grandfather isaretired employee running hisown businessin

your town. Heasked youto help himto efilehistax return. Explain him the
processof efilingthetax return.

2. Itiscompulsoryto e- filethetax returnif theincome exceeds Rs------------

3. Expandtheterm PAN

4. Explainthemeaning of scrutiny assessement and income escaping assessment.

5. Itistheduty of an assesseeto prepare and submit returnin every year. Doyou
agree? Explain the different typesof incometax returns.

6. WhatisTDS?

7.  Writeany 4 TDSapplicableitemswiththeir rate.

8. - isaconsolidated tax paid statement issued to PAN holders.

9. Summarisethe situationswhere Form 15G and Form 15H are used.

10. TAN stands for -----------------

11. ExplainthegtepsforfilingI TRonline.

12. M/sUniversal HardwaresLtd, Thrissur estimated their Taxable Income be
Rs 28,00,000/- for the Financial Year 2016-17. It isexpected that the total
amount of TDSfor thefinancia year asper 26ASwill be Rs.55,000/. Asan
accounts assistant, can you hel p the management of the company to ascertain
advance Tax to be paid in each quarter?
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UNIT 4.4
VALUE ADDED TAX

(** Thischapter must bereplaced with GST onceit isimplemented)
Introduction

Tax on thegoods manufactured and sold constitute amaj or source of revenueof the
government. They areindirect taxesand themgjor componentsof indirect taxesare
ValueAdded Tax and CST (Central Sales Tax). To become an efficient accounts
assi stant, one should know thelaw and practices of VAT and CST. Almost all the
statesin Indiahavetheir own VAT rules. Incaseof inter-state sales CST isapplied
andfor intrastate sales VAT rulesare applicable. Theentire concept of CST, VAT,
Service Tax etc. are expected to be revamped and replaced with GST in near
future. Until it happenslearning of VAT and CST rules becomevery crucia for
professionalsinthe accounting and taxation field. Thischapter aimsto providean
adequate knowledge of lawsrelating to VAT and CST among thelearners. Inthe
coming linesthelearners can a so seehow the VAT returnsarefiled and theforms
used for filing VAT returns.

s N\

L earning outcomes
ThelLearner:

. Defines VAT

. Explains KVAT Act

. Analyses VAT Rules

. Explains basic terms used in KVAT
. Defines input tax and output tax

. Summarises VAT schedules

. Lists out VAT rates

. Categorises commodities falling under different VAT rates
c Calculates VAT

. Explains compounding of tax

. Analyses input tax credit

° Prepares VAT returns

. Explains procedure for e-filing
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Value Added Tax
Introduction of VAT

The VAT wasinvented by aFrench economist in 1954. MauriceLauré, Joint Director
of the French tax authority, wasfirst to introduce VAT with effect from 10th April
1954, for large businesses, and extended over timeto al businesssectors. InIndia,
VAT wasintroduced for thefirst timein theyear 1986 asMODVAT i.e. Modified
ValueAdded Tax but because of some shortcomings, Central Value Added Tax
(CENVAT) wasbrought by the Government in 2000. Haryana becamethe pioneer
in adopting the VAT systemin India. Thereafter, some other statesfollowed the
footsteps of Haryanaand opted to apply VAT. At present, VAT isapplicableto al
the statesin the country. From past few years, salestax is suffering from some
controversieslikeit lackstrangparency and doubletaxation, which isthevery reason
for tax evasion. That iswhy Sales Tax has been replaced by VAT. In Kerala, the
KeralaValueAdded Tax Act 2003 was passed and cameinto force on 1st April
2005. TheKerdaVa ueAdded Tax Rules2005 was a so passed by the government
foritsadminigtration.

Meaning of VAT

ValueAdded Tax or VAT isanindirect tax, which isimposed on goods at each
stage of production, starting from raw materialsto final product. VAT islevied on
thevaue additionsat different stages of production. VAT isamulti-point levy of
salestax that enables the assessee to claim set off of tax which he pays on the
purchases. The system of VAT isso designed that thefina levy and burden of the
taxon the goodsisborne by thefina consumer of the goods.

Basic terms used in KVAT

(a) Assessee: Sec.2(iv)

" A ssessee means any person by whom tax or any other sum of money is payable
under thisAct and includesevery personin respect of whom any proceedingsunder
thisAct have been taken for the assessment of tax payableby him"

(b) AssessingAuthority: Sec. 2(v)

" Assessing authority meansany person authorized by the Commissioner to perform
thefunctionsof an assessing authority under thisAct”
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(c) Dealer: Sec.2(xv)

"Dealer meansany person who carrieson the business of buying, selling, supplying
or digtributing goods, executing workscontract, delivering any goodson hirepurchase
or on any system of payment by installment, transferring theright to use any goods
or supplying by way of or as part of any service, any goodsdirectly or otherwise,
whether for cash or for deferred payment, or for commission, remuneration or other
val uable cons deration not being an agriculturist andincludes:-

(& A casual trader.

(b) A commissionagent, broker, delcredere agent or any other mercantileagent.
(¢) Anonresident dealer or an agent of non resident dealer.

(d) Locd branch of afirm or company.

(e) A Society, club or anassociation or body of person'.

(f) Manufecturer.

(9) Govt. both central and state and govt. of any union territory.

(h) Bank or other financid ingtitution.

Insmpletermsded er meansany person who carrieson abus ness, executingworks
contract or transferring theright to useany goods or servicefor acons deration but
not being an agriculturist.

(d) Registered dealer:

Registered dea er meansaded er who isregistered under the State VAT Act

(e) Goods: Sec.2(xx)

Goods meansall kinds of movable property (other than newspapers, auctionable
claims, electricity, stocks and shares and security) and includes live stock, all
materials, commoditiesand articlesand every kind of property, (whether asgoods
or insomeother forms) involvedin theexecution of aworkscontract, andal growing
crops, grassor thingsattached to or forming part of the land which areagreed to be
served before sale or under the contract of sale'.

(f) Taxablegoods:

Taxable goods means the goods whi ch are not exempted goods.

(9) Sale:

Sdemeanstransfer of property in goodsfor cash or deferred payment or for other

valuable cons deration except amortgage, hypothecation, chargeor pledge.
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(h) Place of business: Sec.2(xxxv)
Place of bus nessmeansany placewhereaded er carriesonthebusinessandind udes:
(1) Anywarehouse, godown or other placewhereaded er storesor possesses
hisgoods
(2) Any placewheredealer produces or manufacture goods
(3) Any placewhereadealer keeps hisbooks of accounts
(4) Inany casewhereaded er carries on businessthrough an agent

(5) Any warehouse, railway station, railway goodsyard, parcel officeor any
other placewhere goodsfor trangportation in the course of business

(6) Any vehicleor vessel or any other carrier whereinthegoodsare stored or
used for transporting the goods

() Total Turnover:

Tota turnover meansthe aggregateturnover inal goodsof adeder a dl places of
businessin the state, whether or not the whol e or any portion of such turnover is
liabletotax, including theturnover of export of goodsout of territory of Indiaor in
the course of import of thegoodsinto theterritory of India.

() TaxableTurnover:

Taxableturnover meanstheturnover on which adealer shal beliableto pay tax
determined after making such deductionsfrom histota turnover andin such manner
asmay be prescribed.

(k) Taxpayer Identification Number (TIN)
Taxpayer Identification Number isthe Registration Certificate number dlotted to

eechregistered deder under the VAT Act andismentionedintheregigration certificate
issued totheregistered dealer.

Input Tax and Output Tax
(@) Input Tax (Input VAT):

Input Tax meansthetax paid or payable under thisAct by aregistered dealer to
another registered dealer on the purchase of goodsin the course of businessand
includesthetax paidinthe purchase of materia sfor theresearch and devel opment
inrelationto any goods.

&
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(b) Output Tax (Output VAT):

Output tax means the tax charged or chargeable under thisAct by aregistered
dedler for the sale of goodsin the course of businessand includesreversetax levied
under sub section 8 of Section 11

VAT schedules

Therearefour schedulesinthe VAT Act. The schedul esattached to theAct provides
for description of goods, the point of levy and rate of tax of the goods coming under
each schedule

a) Firgt schedule- containsgoodswhich areexempted from tax. No tax can
belevied on goods coming under thisschedule

b) Second schedule- coversgoodsin respect of whichtax isliveableat all
pointsof sdle @ 1%

c) Third Schedule- ded swith goodsin respect of whichtax isliveableat dl
point of sale @5%

d) Forth schedule- deaswith goodswhich are outsidethe purview of VAT
such asPetrol, diesdl, aviation fuel, foreign liquor, Ganjaand opium etc.
aretaxable as per theprovisonsof KGST Act.

€) Residuary Goods-Goods which are not included in any of the above
schedules shall beliableto betaxed @ 14.5% at al pointsof salewithin
thestate.

Presumptive Tax:

A dedler, whosetota turnover for afinancia year isbelow Rs. 60 lakhs, can opt for
payment of presumptivetax under section 6(5). A presumptivetax dedlerisliableto
pay at therate of half percent on theturnover of taxable goods.

Dealers not eligible for presumptive tax
a Importers
b) Dederseffectinginterstatesde
c) Dedersregisteredunder CST Act
d) Contractors
e) Dederseffectingfirst taxablesaeof goodswithinthe state
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Tax at compounding rate

Compounding means calculation of tax liability of adealer not wholly onthebasis
of turn over or the rates applicable to the goods dealt by the dealer. Instead a
certain sum isfixed asthe quantum of tax payable by thedealer. Asper sec. 8 of the
Act, 7 categoriesof dedersareentitled for opting the payment of tax at compounded
rate. They are-

i) WorksContractors
i) Dedersinmechanized granitemetalscrushing unit
iii) Dedersincookedfood
iv) Dederswho transfer theright to use Video cassette or CD
V) Dedersinmedicinesand drugs
Vi) DedersinJewdlery
vii) Dedlersin Poultry or poultry meat
Input tax credit

The process of deduction of input tax from output tax is called Input tax credit.
Only VAT dedersaredigiblefor availingtheinput tax credit facility.

Eligibility for claiming Input Tax credit

Any registered deal er who makes purchase of taxable goods from aregistered

dealer withinthestateiseligiblefor input tax credit. For the purpose of claiming
input tax credit, the goods should be purchased for any one of the following

PUrposes.
(@ forsaeresdewithinthe State;
(b) for sadetoother partsof Indiain the course of inter-state trade or commerce;
(c) tobeusedas:
I. containersor packing materids,;
ii. rawmaterias; or
jii. consumablestores,
(d) for beingusedintheexecution of aworkscontract;

(e) tobeusedascapita goodsrequiredfor the purpose of manufactureor resale
of taxablegoods,
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(f) tobeusedas:
I rawmaterids,
ii. capitd goods;
lii. consumablestoresand
Iv. packingmaterids/containers
(9 for making zero-rated salesother than thosereferred toin clause (f) above.
Purchases not eligible for input tax credit
Input tax credit may not bealowed inthefollowing circumstances:
I. purchasesfromunregistered dedlers;

ii. purchasesfrom registered dea er who opt for composition scheme under
theprovisonsof theAct;

iii. purchase of goodsas may be notified by the State Government;

Iv. purchase of goods wherethe purchaseinvoiceisnot availablewith the
claimant or there is evidence that the same has not been issued by the
sdling registered ded er from whom the goods are purported to have been
purchased;

V. purchaseof goods wherethe purchase invoice doesnot show theamount
of tax separatdly;

Vi. purchaseof goods, which arebeing utilized inthemanufactureof, exempted
goodsother than exports,

vii. goodsin stock, which have suffered tax under an earlier Act but under VAT
Act they are covered under exempted item;

viii. purchase of goods used for personal use or consumption;
IX. goodsimport from outsidetheterritory of Indig;
X. inter-State purchase,

Xi. goodslikemotor vehicles, toilet articles, furnitureetc. whicharenot usedin
relation to production of goodsor held for salefresale.

Dealers not entitled for Input Tax credit

I) Dederspaying Presumptivetax

&
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ii) Dederspaying Compounded tax w/'s 8 (except medicine manufacturer)
iii) Unregistered dealer
iv) Dederswhotransfer theright to usethegoods

Tax Invoice

Invoicesarecrucial documentsfor administering VAT. Inthe absence of invoices,
input tax credit cannot beclaimed. In caseof any origind invoiceislost or misplaced,
aduplicateauthenticated copy must beobtained from theissuing deder. Tax invoice
should havethefollowing contents.

1) Thewordstax invoiceinaprominent place.
2) Nameand addressof theselling dedler

3) Registration number of thesdlingdealer

4) Nameand addressof the purchasing dealer
5) VAT and or CST registration Number.

6) Pre-printed or self-generated seria number
7) Dateof issue

8) Description, quantity and val ue of goodssold.
9) Rateand amount of tax charged

10) Signature of the sdlling dealer or hisregular employee duly authorized by
himfor such purpose.

Records

Thefollowing records should be maintained under VAT system
i) Purchaserecords
i) Saesrecords

iii)y VAT account containing the details of output tax and input tax together
with debit and credit notesissued during the period.

iv) Separaterecord for exempt sale.
V) Copiesof dl invoicesissued, inseria number.
vi) Copiesof all debit and credit notesissued, in chronologica order

vii) All purchaseinvoices, copiesof customsentriesetc.
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Audit

Under sdlestax |aw, the scopeof tax evasion andtax avoidanceisvery high. Therefore
gpart fromthe departmental audit, many states have also incorporated the concept
of VAT audit by professionds. Inkerala, the deal er whose turnover exceedsRs. 60
lakhsisrequired to get accountsaudited by apracticing Chartered Accountant or
Cost Accountant.

Computation of VAT:

TheValueAdded Tax (VAT) isbased on the val ue addition to the goods and the
related VAT liability of theded er iscal cul ated by deductinginput tax credit from tax
collected on salesduring the payment period (say, amonth).

VAT Payable= Output tax- Input tax

For example, purchasewithinthemonth Rs. 1,00,000/- and salesfor Rs. 2,00,000/
-, input tax rate and output tax rate are 5% and 14.5% respectively. Theninput tax
credit and calculation of VAT will be as shown below.

Input tax paid - 5000/-

Output tax collected - 29,000/-

VAT payableduringthemonth - 24,000/- (29,000 - 5,000)
Note : Excess VAT credit can be used to set off CST tax liability if any.
Following exampleillustrateshow excessVAT credit can be utilized.

Tax paid on purchase madewithinthe state Rs. 10,000/-
Tax collected for salewithinthe state Rs. 4,600/-
CST collected for interstate sale Rs. 15,000/-
VAT liability (Rs.4,600 - 10,000) Nil
Excesstax credit Rs. 5,400/-
CST to be paid (Rs. 15,000 - 5,400) Rs. 9,600/-

Procedure for filing e-VAT returns

Step 1. Loginthewebsiteof the State VAT dept (e.g, www.dvat.gov.in)

Step2: Gotodeder loginoption& loginthiswiththe TIN & password provided
toyou by thedept.

Step 3: Choosefilereturnoptionin Form 16: choosewhether itisorigind or revised

return.
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Step4:  Now smply aform of VAT returnwill be opened that need to befilled
asperthelocd state'slaw and the dataavailablewith you for your
dient.

Liability For Registration

a) Compulsory Regidtration

Dedlerswhosetota turnover inayear isnot lessthan Rs.10lakhsareliableto
get registered.

b) Registrationirrespectiveof Total turn over

Thefollowing categories of ded ers haveto take registration irrespective of
their total turn over

Casudl traders

Deadlersregistered under KGST Act1963

Dealersregistered under the CST Act 1956

Non-resident ded ersand their agents

Every Contractor

Every hdlmarkingunit

Every commission agent, broker or any other mercantile agent
Every Government and local authority

© © N o g M 0w NP

Dedersinjewelery, goldand silver
10. Exportersandimporters
c) Optiond Regigration

Any dealer whose total turnover is below Rs.10lakhs can opt for taking
Regidration.

d) Dedersexemptedfromtakingregistration

1. Dedlersdedingonlyinrationed article

2. Dedlerswhoseturnoverislessthan Rs.101akhs
Procedure For Vat Registration

» Wehavetofileanonlineapplicationinthewebsite- ctax.ker.nic.in and upload

al thescanned documents.
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»  Thehard copy of all thedocumentsto be submitted to the department.

»  Theingpector will verify thedocumentsandif heissatisfied with thedocuments
produced, hewill comefor inspectionwithin 7 days of documents submission.

»  Hewill verify the premisesand make surethat the businessisbeing carried out
at such premises. (Name Board is mandatory)

»  After theinspection, officer will gpprovethe online applicationsand on receipt
of Refundable Security Deposit, grant the certificate.

»  Thewholeprocedurewould takeatota of 15 working daysfrom the date of
submission of dl thedocuments.

»  If thededer wants Central SalesTax registration, he hasto enabletheoptionin
theonlinegpplicationform.

Documents Required For VAT Registration
In case of aCompany/Partnership Firm/ Proprietorship

1. Copy of therenta agreement of the business Premises, wherethe Businessis
carried on.
2. Four Passport size photographs of Proprietor / Partner / Director (Each).

3. Copy of Address Proof (Rental Agreement or Tax paid Receipt)and Identity
Proof( pan card/Driving License/Passport). In case of Foreign Director, a
copy of Passport and visacopy to be produced.

4. Acopy of thedectricity bill ismandatory.
5. Authorizationletter fromthededer for representing beforethe VAT department.
THE CENTRAL SALES TAX ACT, 1956

1. Centrd SdesTaxAct, 1956: Centrd SdesTax Act 1956 containsthe provisons
governing the salestax imposed oninter-state sal es, ie salesmade from one
state to another.

2. Rules: Therulesissued under the Central Sales Tax act 1956 arethe Central
SaesTax (Regigtration and Turnover) Rules 1957.

3. Condgtitutional provision: Entry 92A of theUnion List providesthat Taxeson
thesdeor purchase of goods other than newspaper, wheresuch sdeor purchase
takeplaceinthe course of inter-state trade or commerce.

CST wasintroduced in Indiaw.e.f 5th January 1957.CST islevied by government
of India; CST so levied shdl be collected by State governments
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Meaning of CST:

Itisaform of indirect tax imposed only on goods sold from one state to another
state which particularly takesinto account that the buyer and seller needsto bein
two different states. The CST Act, 1956 extendsto thewholeof India.

Registration
Theregigtrationisof two typesunder thisAct.
1) Compulsory Registration:

Every dedler carrying onthebusiness of saleor purchaseinthecourseof inter-
gatetradeor commerce, hasto get himsdlf registered under thisAct irrespective
of theamount of turnover.

2) Voluntaryregistration:

CST regigtration may be obtained voluntarily evenif nointerstatetradeisbeing
carried out.

Liability to tax on inter-state sales (Section 6(1))

Thissection stipul atesthat every deder shdl beliableto pay sdestax under theAct
on saeof goods except electrica energy effected by himinthecourseof inter-state
trade or commerce during any year. Theliability isat sale point only and not at
purchase point. Thefirst buyer inthefirst inter-state salewill haveto furnisha
declarationin'C' Formto thefirst vender so asto charge concessiona rate of sales
tax at therate of 2%.

Thefirst buyer aforesaid, who isthe seller in theinter-state sale should obtain a
certificateand declarationin'C Form'. Further obtain certificatein E-1 form from
thefirst sdller, dl to befiled with the assessing officer for claiming exemptionfor the
second inter-state sale. Similarly in subsequent sal ethe dea er should obtain E-II
formfrom the previousseller and 'C from' the buyers.

CST Rate Sec. 8(1)

a. If anygoodsissoldtogovernment or aregistered dedler, the CST rateis 2%
of histurn over or at thelocal rate whichever islower, provided that such
transactionsare covered by Form'C'.

b. If thedeaersarenot covered abovethen CST rateis
i. Declared goods- twicetherate applicablewithinthe state.
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Other than declared goods - 10% or VAT rate applicablewithinthe state

whichever ishigher.
Exempted goods- Nil rate.

Prescribed forms under CST

Following aretheforms prescribed under CST (registration and Turnover) Rules

1957:
([ Form Description Frequency
A Application for registration Once
B Certificate of registration Once
C Dedaration by purchasing To be obtained and submitted
registered deder to obtain for ever quarter
goods a concessiond rate
EI/Ell | Declaration by sdler for first | To be obtained and submitted on
sale El and for second sde Ell | quarterly
F Form by branch/consignment Monthly, but to be submitted
agent for goods received on quarterly
gock trandfer
G Indemnity bond when ¢ form When required
lost
H Certificate of export Up to thetime of assessment
I Certificate by SEZ unit Before assessment.
Differences between VAT and CST
[ SI.No Point of difference VAT CST
1. Administration Concerned Sate Act Central Sales Tax
RuleS Act 1956
2. Chargeablity On Sales/purchase On Interstate sales/
within the Sate Purchases
3. Point of Taxation Multi point taxation Sngle Point
Taxation
4. Tax Credit Input Tax Credit can Not available
be avail
5. Exemption from Tax |Does not permit General and
exemption specific exemptions
are granted on
certain goods
6. Scheme of Compoun | Available Not available
ding of tax
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PRACTICAL DETAIL

Qn.1. M/SShau Distributors,MG Road Ernakulam, TIN-234597894C hasgiven
you thefollowing detailsfor the month of October 2015.
Sales at 0% VAT Rs. 6,00,000
Salesat 1% VAT Rs. 8,00,000
Sales at 5% VAT Rs. 5,00,000
Salesat 14.5 % VAT Rs. 2,00,000
Purchase at 0% VAT Rs. 4,00,000
Purchase at 1% VAT Rs. 5,00,000
Purchase at 5% VAT Rs. 3,00,000
Purchase at 14.5% VAT Rs. 1,00,000
Prepare VAT Return FORM No0.10 to be furnished

Answer:
Steps:
1. Collect/printformNo.10

2. Fill thededler detalsinthefirst page
3. Fll PatATURNOVERDETAILSIn (1) Sdesloca asfollows

C . Schedule | Rate of Total Exemption | Taxable Oufpmt Output
ommodity 7 tax

: entry tax turn over claimed turn over tax due

" collected

Silgat, Bowis asg 0% | 600000 | 600000 0 0 0
s,hand tools etc
Textiles,rice etc 1% 800000 0 800000 8000 8000
Tyres, Cutting 5% | 500000 0 500000 | 25000 | 25000
blade etc
Granite 14.5% 200000 0 200000 290000 29000
Sub total 2100000 600000 1500000 62000 62000
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4). Fill Part C-Turnover on purchaseother than 4th schedulegoodsasfollows

i Schedule | Rate of | Purchase | Tax paid on Input tax eligible
Camnitadity entry tax Value purchase Tl for set off
Sugar,Bowls,
axes, hand tools 0% 400000 0 400000 0
etc
Textiles,rice etc 1% 500000 5000 505000 5000
Tyees, Cutting 5% | 300000 15000 | 315000 15000
blade etc
Granite 14.5% 100000 14500 114500 14500
Sub total 1300000 34500 1330450 34500
5) Fill Part1-(a) Summary statement (KVVAT) asfollows
(a) Tax at Credit (ii) Tax Due
] 1| Outputtax | Rs.62000
due/collected
[ part
A(+A(3)
2 Input Tax claimed for the | Rs.34500 2 Rs
return period (Part ¢
column7)
3 Rs 3 Rs
4 Rs 4 Rs
3 Rs
6 Rs
7 Rs
Total(i) Rs.34500 Total(ii) Rs.62000
(iii) Net Tax Due [(ii)- (i)] Rs.27500
(xii)




Reference Book

6) Fill Part J-Tax payment detailsasfollows
( SL. No.and date of chalan/ Amount Name and place of )
NO demand draft/cheque treasury /bank
1 342871 Rs.27500 | Federd Bank
DETERMINATION OF TAXABLE TURNOVER
Particulars Amount Amount
GrossTurnover XXX
L ess:
(& Turnover of goodssold outsidethestate xxxx
(b) Exports XXX
() Goodssenttobranches XXX
(d) Goodssoldwithinthestate XXX XXX
Turnover of goodssold inthecourseof inter-state XXXx

trade or commerce

L ess:

(& Exemptedgoodsif any under State SalesTax Act  Xxxx
(b) Subsegquent saes

() Costof freight andinstallation charges

(d) Salestoregistereddealerslocated in specia
Economiczone

(e) Goodsreturned within six months
(f) Tax included inthe salesturnover if any

Taxableturnover of inter-state sales

XXX
XKXX

XXXX
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[lustration 1:

Thegrossturnover of aregistered dealer for the quarter ending 30th June2016is
Rs.18,50,000/-. From thefollowinginformation compute hi staxableturnover under
the CST Act. 1956 a so cal culate CST payabl e assuming that he submits'C Form'

@ Salepriceof exempted goods X 4,00,000
(b) Export from India : 5,00,000
(©) Sdeswithinthe state : 6,00,000
(d) Goodsreturned under inter-state tradewithin
Six Months : 24,000
(e Ratesof Tax oninter-state sales
Rs.3,30,000 @10%
Rs.2,04,000 @2%
Answer:
COMPUTATION OF TAXABLE TURNOVER
Particulars Amount Amount
GrossTurnover 18,50,000
L ess:
(a)Sd e priceof exempted Goods 4,00,000
(b) Exportfromindia 2,00,000
(c) Sdeswithinthedtate 4,00,000 10,00,000
Inter-state Sales 8,50,000
L ess:
(e) Goodsreturned under inter-statetradewithin
Six Months 24,000
(f) CSTincludedintheturnover:
3,30,000x 10/110 30,000
2,04,000 x 2/102 4,000 58,000
Taxable Turnover of inter-state sales 7,92,000
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CST payable=Taxableturnover x 2%
ie, 7,92,000 x 2% = Rs.15,840/-

Note: In case the dealer does not submit the 'C Form', the rate of tax will be
2% or VAT rate whichever is higher.

O N o g b~ w DR

10.
11.

12.
13.
14.
15.

TE QUESTIONS
KVAT cameinto forceon..................
Explain themeaning of VAT.
WhatisCST?
Construct atable showing the difference between VAT and CST.
The goods which are not exempted are..............
Summarisethe contentsof VAT schedules.
The deduction of input tax from output tax is called.................

All typesof dedlersarenct digiblefor presumptivetax. List out theded ersnot
eligiblefor presumptivetax.

TINstandfor..................
Explainthe procedurefor VAT registration.
The tax chargeable for the sale of goods from one state to another is

List out any five purchasesnot digiblefor input tax credit.
List out the records maintained under VAT system.
Summarisethe content of Tax Invoice.

Mr. Xavier hasthefollowing purchasesand saesduring themonth of November
2015.

Purchase at 5%VAT Rs.2,00,000/-, sold for Rs.2,80,000/-
Purchaseat 14.5% VAT Rs.3,20,000/-,sold for Rs.4,00,000/-
Determinethe Tax Payablefor themonth of November.
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16. Fromthefollowinginformation computetaxableturnover of deder under CST

17.

Act.
Grossturnover : 28,00,000
Export fromIndia : 6,00,000
Sdlepriceof exempted goods X 3,50,000
Saleswithinthestate : 7,50,000
Goodsreturned under inster-state
tradewithinSix Months : 32,000
Ratesof Tax oninter-state saes:

Rs.4,40,000 @10%

Rs.1,02,000 @2%

You areregquested to calculate CST payableif

a. Thededer collectsand submits'C Form'’

b. Thedeaer doesn't submit 'C Form' wherethe applicable VAT rateis5%
(Answer: Rs.10,26,000/-, Rs.20,520/- and Rs.51,300/-)

Mr. Gupta'sgrossturnover of theinter-state sale during the quarter ending
December 2016is Rs.20,00,000/-. From thefollowing information compute
histaxableturnover.

Aggregate Sale Tax Collected
Rs.8,80,000/- 10%
Rs.6,12,000/- 2%
Rs.2,10,000/- 5%
Rs.2,98,000/- Exempted Goods

(Answer: Rs.16,00,000/-)
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UNIT 4.5
OTHER INDIRECT TAXES

Introduction

In order to execute variousjob rolesin manufacturing and service sector industries
aperson must know all therelevant taxes prevailing in the economy. Indian tax
system comprisesvariousindirect taxes other than VAT and CST. Among themthe
important taxes are Service tax, Excise duty and Customs duty. Knowledge of
services gpplicablefor taxes, therates of tax and statutory compliance with respect
to service tax, excise duty and customs duty will be an added advantage to the
accountsexecutives. Thischapter amsto equip thelearner with the bas cknowledge
about Servicetax, Exciseduty and Customsduty.

Learning outcomes

\

ThelLearner:
*  Explains service tax
* Defines service provider and receiver
* |dentifies chargeability of service tax
e Listsout taxable services
* |dentifiesrates of service tax
* Explains excise duty
*  Summarises the scope of excise duty
* Identifies chargeability of excise duty
*  Explains customs duty
* |dentifies the need of customs duty
e Listsout the scope of customs duty
e |dentifies chargeability of customs duty
* Explainsthe basic conditions for levying excise duty

*  Explains the rate for Customs duty and due date for filing
return

. J

SERVICE TAX

Service Tax was introduced as part of the finance Act 1994 based on the
recommendationsof Dr. RgjaJ. Chelliah, Head of the Tax reforms committee.
Service Tax came into force on 1st July 1994. The service tax is applicable
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throughout Indiaexcept Jammu & Kashmir. Service Tax isadministered by the
Central Board of Central exciseand Customs.

Meaning of Service-Sec.65B (44)

Service meansany activity carried out by aperson for another for consideration,
andincludesadeclared service, but shall not include:

a Anactivitywhich condtitutesmerdly

) A transfer of titlein goodsor immovabl e property by way of sde, giftorin
any other manner or

if) Transfer, supply or delivery of any goodswhich aredeemed assaleor
iii) A transactionin money or actionableclaim.

b) A provision of service by an employeeto theemployer inthe courseof orin
relaionto hisemployment;

c) Feestakeninany Court or tribund established under any law for thetimebeing
inforce.

Charge of Service Tax - Sec. 66b

Servicetax isleviableonly on thetaxable services. Theservicetax shall belevied at
15% (w.e.f.1st June 2016 including Swatch Bharat Cess @0.5%) of assessable
vauesarviceon dl the servicesother than those mentioned in negativelist provided
or agreed to be provided in thetaxableterritory by one person to another.

Sarvicetax isleve ableon servicesprovided aswell as servicesagreedto beprovided.
Thustheservice should be:

e provided or agreed to be provided

e providedfor aconsideration

e provided by aperson to another person

e providedinthetaxableterritory

e not specifiedinthenegativelist (Sec.66 D)
Valuation of services - Sec. 67

Servicetax isto be calculated on the assessable value services. The assessable
valueiscomputed based on the gross amount charged as consideration. Wherethe
consideration isnot ascertainablethetaxableva ue of service may be determined as

per Section 67.
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Who pays service tax - Sec. 68:
Thefollowing personsareliableto pay servicetax.

1. Serviceprovider: Normally, aperson who providestaxableservice shall be
liableto pay servicetax. When the service provider issubject to servicetax, he
isentitled to charge and recover the samefrom the servicereceiver.

2.  Sevicereceaver or specified person: Though asagenera ruleservice provider
shall pay servicetax in certain pecific Stuation, thecentra govt. isempowered
to notify any person to be liable for payment of servicetax. Thisiscalled
reversecharge.

3. Partly by service provider and partly by servicereceiver.
Registration

As per Sec.69 of the Finance Act 1994, read with Rule 4 of service Tax, every
prospective taxabl e service provider/assesse seeking registration should filean
goplicationin Form ST-1(induplicate) beforethejurisdictiond Central Excise/Service
Tax officer within 30 daysfrom thedate of notification of thetaxable service. Incase
the servicetax provider is providing servicesfrom more than one premise, one
registration number isrequired.

Due date for payment of service tax

Thepersonliableto pay servicetax shall assesshimself and pay thetax by way of
self assessment. Every assessee shall remit servicetax payableby him eectronicaly
through internet banking. Thefollowing shall bethe due datesfor payment:

The person liable to Monthly/ Quarterly due Due date for the
pay service tax dates month March and
Quarter ending
March
Individual concern 6" day of the following quarter | On or before 31
and Firms March
(includingLLP)
Others 6" day of the following month On or before 31
March
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Interest on Delay in Payment of Service Tax - Sec. 75

In case servicetax or part thereof isnot remitted within the due date specified u/s.
68, interest shall be payabl e a therate not bel ow 10% per annum but not exceeding
36% p.a. asmay benotified by the Central government.

Basic exemption for small service providers (Notification No.6/2005)

1. Thetaxableservicesof aggregate value not exceeding Rs.10,00,000 in any
financid year shall be exempted from thewhole of servicetax leviablethere
on. Theexemption issubject tothefollowing conditions:

i) Theserviceprovider shdl not avail CENVAT credit.
i) Theserviceshould not beunder the brand/trade name of any other person.
iil) Theservicereceiver isnot liableto pay servicetax.

2. Export of services.

Service Tax Returns

1. Singlereturnshall befiledfor all the services. E-filing of returnshas been
mandatory in caseof al assesses. Returnsshall befiled on haf yearly basisin
Form ST-3

Duedatesfor filing half yearly returnsare-

Ist half (Ist April to 30th September) - 25th October
[l half (from Ist October to 31st march) - 25thApril.
Note: Evenif servicesarenot provided Nil Return shall befiled within the
time limit.

2. Revisonof Return: Rule 7B providesthefacility tofilerevised returnto correct
mi stakes or omissionswithin aperiod of 90 daysfrom thedate of submission
of thereturn.

[llustration.1.

Mr. Sharma(liableto pay servicetax) givesdetail sof servicesprovided during the
half year ended 30-9-2016. Tota bills raised was Rs.6,00,000/- out of which
payment of bill for Rs.100,000/- were not received till 30-9-2016. Amount of
Rs.25,000/- was not received in advance for rendering servicein January 2017.
You arerequired to compute servicetax payable by Mr.Sharma.

&
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Answer:
bompmmi on of TaxableValue of Serviceand Service Tax payable |
(Rs)
Totd Billsraised 6,00,000
Add amount received in advance 25,000
Taxablevaueof services 6,2,5000
Service Tax payable 15% 93,750
[llustration .2

A cable network operator givesthefollowing detail s of operationsfor the quarter
ended 30th sept.2016

1. Grossmonthly collection from subscribers Rs.8,00,000/-
2. Costof cable Rs.35,000/-
3. Ingdlationcharges Rs.40,000/-
4. Entertainment taxesremitted to govt.
(included inthe grossamount shown 1 above) Rs.18,500/-
5. Recaptsfromadvertisementsdisplayed on Rs.1,75,000/-
cablenetwork
Calculatetaxablevaueof servicesand compute servicetax liability.
Answer:
Computation of Taxablevalue of servicesand Service Tax liability
1. Grossmonthly collection from subscribers 8,00,000
LessEntertainment tax 18,500 7,81,500
2. Cost of cable Nil
3. Instalation Charges 40,000
Vaueof Taxableservices 8,21,500
Service Tax Payable @15% 1,23,225

&
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EXCISE DUTY

Concept and meaning of Excise Duty

Exciseduty isbasically an indirect tax levied on amanufacturer or producer in
respect of commoditiesmanufactured or produced by him. Exciseduty isalevy on
manufacture of goods and not on sale of goods. Exciseduty islevied not only on
manuf acture but al so on deemed manufacture and the burden of tax isultimately
passed on to the consumers.

L evy of Excise Duty

The Centra Exciselaw extendsto thewhole of Indiaincluding Jammu & Kashmir.
Indiaincludesitsterritoria weaters.

The levy and collection of central excise duty is provided under the authority of —

i) TheCentral ExciseAct 1944 : TheAct comprisesthebasic provisionsof
levy of exciseduty. TheAct extendsthewholeof India, which cameinto
force on 28" Feb 1944.

i) TheCentrd ExciseTariff Act 1985: Theratesof exciseduty for al excissble
goodsare specified under theAct.

i) The Central ExciseVa uation Rules 2000, The Central Excise Rules 2002
and CENVAT Credit Rules2004.

iv) Notificationsissued by the Central Board of Exciseand Customs(CBEC)
v) Circulard Clarificationsand CaseLaws.

Entry 84 of the Union list of the 7" schedul ein Article 246 of the constitution of
Indiaprovides- thelevy of Excise Duty on goods manufactured or produced in
Indiaexcept :

a Alcohalicliquorsfor human consumption
b) Opium, Indian hemp and other narcotic drugs.

Exciseduty on acoholicliquorsfor human consumption, opium, Indian hemp and
other narcotic drugsisastate subject. State Govt. leviesexd seduty onsuch products.

Exciseduty ispayable only at the time of removal of goodsfrom the factory or
warehouseand not at thetime of manufacture. Goods manufactured by 100% Export
Oriented Units are exempt from excise duty except goods cleared for home
consumption. Therate of excise duty shall either be aspecificrate of adval orem
rate.

&
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Basic Conditionsfor L evy of Excise Duty
Thefollowing conditions must be satisfied in order to levy excise duty
1. Theremust be goods
2. Suchgoodsmust beexcisable
3. Such goods must have been manufactured or produced; and
4. Such production or manufacture must take placein India(other than SEZ)

Charge of Excise Duty - Sec. 3

Sec. 3of the Central ExciseAct, 1944 providesthat excise duty shall belevied on
al exdisablegoods(excluding goodsmanufactured in gpecia economic zones) which
are produced or manufacturedin Indiaat therates set for in thefirst scheduleto the
Central ExciseTariff Act, 1985.

M ode of payment:

*  Assesseewhohaspad aduty of Rs. 10 Lakhsor moreincluding theamount of
duty paid by utilization of CENVAT creditin the preceding financia year hasto
pay theduty eectronically.

»  Other havetofill GAR 7 challan and deposit theduty in thenominated bank in
cash or cheque/DD.

Duedatesfor Payment of Exciseduty

( )

Due date for payment of duty

Type of Assessee Periodicity In case of Other than
e-payment e-payment
6" day of the 5" day of the month

monthfollowing |followingthe relevant
the relevant quarter

quarter

Assessee eligible for Quarterly
Monthly payment payment of
SSI Exemption duty

For the quarter ending March,
due date is 31% day of March

Other assesse on Monthly 6th day of the 5th day of the

duty payment month following | month following
SRt the relevant the relevant
/ month month

For the month of March, due date is
31st day of March

& J
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Returnsunder Central Excise

The assesseeregistered under Central ExciseAct, should fileaperiodic statement
of manufactureand taxes paid thereonin theform of excisereturns.

CUSTOMS DUTY
M eaning and levy of Customsduty

Customsduty isone of the oldest form of taxationin India. Customsduty isaduty
or tax levied by the central government on:

1. Theimport of goodsintoIndiaand
2. Theexport of goodsfrom India

Customsduty isimposed with amotive of earning revenue aswell asto regul ate,
control, devel op and promoteinternationa trade. The customsduty hasasignificant
roleininternationa tradewhichisgoverned by WTO.

Article 246 read with entry no. 83 of the union list of the 7th schedule of the
constitution empowersthe parliament to frame CustomsALct. In Indiathe customs
duty is regulated by the Customs Act 1962 and Customs Tariff Act 1975.The
CustomsAct 1962 cameinto force on 1st February 1963 and the Customs Tariff
Act cameintoforceon 2-8-1976. The CustomsA ct appliesto thewhole of India
incudingterritorid waters.

I mportance of customsduty:
Thefollowing arethe merits importance of Customs duty
1. It becomesasource of revenue of the country
2. Protection to domestic industry against competition from foreign countries
3. Reducing deficit inthe balance of trade and balance of payment.
4. Controllingthesmuggling activities
5. Savingforeignexchange.
L evy of Customs Duty

Section 12 of CustomsAct 1962, whichisthecharging section laysdownthefollowing
propositions:

1. Dutiesof customsshall belevied ongoods.
2. Thegoodsshould beimported into or exported from India.

&
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3. Theduty shdl beat therate asisspecifiedinthe Customs Tariff act 1975.

4. Government goodsshall betreated at par with the non-government goods
for the purposeof levy of customsduty.

5. Levy of customsduty shall be subject to the provisionsof CustomsAct
1962.

Typesof Customsduty:
Thefollowing arethe varioustypesof customsduty.
1. Basic CustomsDuty (BCD)
2.Additional CustomsDuty (ACD)
3. Specid Additional CustomsDuty (SAD)
4. Safeguard Duty.
5. Protective Duty
6. Countervailing Duty
7.Anti-Dumping Duty.
Ratefor Duty and duedateof filing Returns.

Theratesat which duties shal belevied under the CustomsAct are specifiedinthe
first and second schedules of the Customs Tariff Act, 1975. The rates of basic
customsduty are 2.5% 5%, 7.5%, 10%,15% and 20%.

[ Formof Category of Periodicity Due date
Return assesse
ER-1 All assessees except SS Monthly | By 10" day of the

month following the
relevant month

ER-3 Assessees eligiblefor S Quarterly |By 10" day of the

concession (event if he does month following the

not avail the concession) relevant quarter
ER-4 Assessees paying duty of Annually | By 30" November
(Annual Rs. 1 crore or more per of the succeeding
Financial | annum either through year

Information| Personal Ledger Account or
(Satement) | CENVAT or both together
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Note: All returns needsto befiled electronically.

[llustration 1.

Assessable value of imported goodsis Rs.50,000/-. Basic Customsduty is 10%,
ACD u/s3(1) is12.5%, Rate of SAD u/sis4%. Determinethetota customsduty

payable.
Answer:

Calculation of total customsduty payable

Basic customs duty @10% of 50,000
ASD (12.5% of 50,000 + 5,000)

SAD (4% (50,000 + 6875 + 2,475))
Total

Educational Cess(@3% (5,000 + 6,875 + 2,475))

Total Customsduty payable

4.5.3.5 Distinction between Excise Duty and CustomsDuty

-

Excise Duty

Customs Duty

It isatax on production/manufacture
of goods.

Itisatax on goodsimported into/
exported from India

Excisable goodshave been classfied
by Centra ExciseTariff Act, 1985for
the purposeof levy and ratesof duty.

Goods have been classified by
CustomsTariff Act for the purpose of
levy and rates of duty.

Excisedutiesonmedicinal andtoilet
preparationsarelevied by Central
Government but collected and
appropriated by the State
Governments.

Customsdutiesarelevied solely by the
Centra Government.

Excisedutyislevied by State

Governmentsin respect of acoholic

liquorsfor human consumption,
opium, Indian hemp, narcotics, etc.

State Governmentsare not
empowered to levy customs duty.
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Distinction between Excise Duty and Central SalesTax

r

Excise Duty

Central Sales Tax

Excise is a duty on the manufacture of
goods.

Salestax isatax on saleof goods.

Taxable event of excise duty is the
manufacture of excisable goods within
the country.

Taxable event of sdlestax isthe sale
of goods.

Excise duty is generally levied and
collected by Central Government on
excisablegoods

CST islevied by the Central
Government and collected by the State
Government within whosejurisdiction
movement of goods in the course of
Inter-State Trade or Commerce has
commenced.

Excise duty is charged on Assessable
Value.

Sales-tax is charged on sale price.

Excise duty is uniform throughout the
whole country.

State Governments are empowered to
levy their own rates in respect of sale
of goods.

Excise duty is payabl e before the goods
| are removed from factory/godown.

Sales tax arises only after the sale has
taken place.

TE QUESTIONS

Who areliableto pay servicetax?

a W DN PRF

Service tax is administered by........

List out thebas c conditionsfor levying exciseduty.
Explainthemeaning of exciseduty and customsduty.

If the service tax is not remitted within due date, interest is charged

6. Listouttheitemsnot included inthe concept of service.

8. Construct atableshowingtheduedatesfor filing haf yearly servicetax returns.

9.  Summarisetheimportanceof customsduty.

10.CST islevied on:
(@ Inter-statesales

(b) Purchaseand saleswithinthe state

(©) Internationd sdes

(d) Purchaseand salesoutsidethe state
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11. The CST was introduced in India with effect from.................
(@ 5thJanuary 1957
(b) 1st July 1957
(c) 1stApril 1957
(d) Noneof theabove

12. Which of thefollowing isdeductiblefrom grossturn over to arrive at taxable
turn over under CST Act?

(@) Sdepriceof goodssoldinsideastate
(b) Goods purchased and sold outsidethe state
(c) Goodsreturned by the purchaser within six month of theddivery
(d) All of these
13. Construct atable showing the differences between Exciseduty and customs
duty.
14. List out thedifference between Exciseduty and CST.

15. Newlook isaninterior decorator of Nagpur providing consultancy service
relaing to planning, designing and beauttification of interiors. They asorender
Vasthu Consultancy. Following arethe detail sof income and expenditurefor
the quarter ended 30th September 2016.

(@ Consultancy chargesfor designingand Rs.228300/-
beautification of interiors

(b) Consultancy chargesfor landscapedesigning. Rs.121250/-
(c) Vasthu consultancy charges Rs.131100/-
(d) Serviceprovided asdirector of film Rs128350/-
(e) Chargesfor supply of materid sfor decoration Rs.188200/-

They got reimbursement of out of pocket expenses on actual basisfrom client
Rs.44800/-. Calcul ate the val ue of taxable service provided asinterior decorators
for theperiod.

(Answer: Rs.2,28,300/-)
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Note: 1. Landscape designing, Vasthu and Art director of films are not
within the scope of interior decorator.

2. Reimbursement of out of pocket expenses on actual basis are
not subject to service tax.

16. M/s. Universal ConsultantsisaReal Estate Agent and Consultant rendering
servicestoitsclients, detailsof receiptsareasunder.

(8 Saeor purchasecommission Rs.6,28,000/-
(b) Letting servicecommission Rs.1.65,000/-
(¢) Leasingservicecommission Rs.2,03,000/-
(d) Construction supervision charges Rs.3,00,000/-
(e) Office/shopsmarketingcommission Rs.4,58,000/-
(f) Redal estateconsultancy charges Rs.3,25,000/-

M/s. Universal consultants hasincurred an amount of Rs.4,36,500/- for maintaining
and running of officeto operatetheservice

Cdculate the value of taxable service provided under the category of '‘Real Estate
Agent and consultant service (Answer: Rs.20,79,000/-)

Note: (@) All theincomes/charges received are subject to service tax

(b) Office expenses shall not be deducted to arrive the value of
taxable services
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LIST OF PRACTICALS
UNIT 4.1
» DTPsKill inEnglish 30 wordsper minute by usingtypingtutorias
» DTPsKill inMaayalam 20 words per minutein Ubuntu
(Use Tax related mattersfor DTP practice)
UNIT 4.2
» Computesadary incomein MsExcel
» Computetaxableportion of HRA inMsExcd
» ComputeGTland Tl in MSExcd
UNIT 4.3
» Prepareincometax statement manually
Prepare Form16 manualy
Prepareincometax statement in MsExcel
Prepare Form 16in MsExcel
Usemacro enabled excd work sheet for Income Tax statement preparation
» Efilingof tax return
UNIT 4.4
» Callection of FormN010,10A and 10B
» PrepareForm10, 10A and 10B manually
» Prepare Form10, 10A and 10B in M Sexcel
>

Prepareamini project based on commoditiesfalling under different VAT
schedules. At least 5 itemsin each schedulemust beincluded

YV V VYV V

» PrepareTax invoiceinMSExce

UNIT.4.5

» Prepareamini project onthe applicability of servicetax based onfield
survey of minimum five service rendering organisation.

» Prepareamini project on theapplicability of Excise Duty or Customs

Duty based onfield visit to amanufacturing unit or export unit.
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