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Preface

The primary purpose of this book is to help you understand Central Sales Tax, Tax Collection at
Source, Job Costing and Payroll. You will learn how these features work in Tally and how they can
benefit you. The book takes you through the concepts, features, their configurations, applicability
and compliance.  

The section on Central Sales Tax (CST) shows you how to configure and enable CST in Tally. It
covers interstate purchases and interstate sales as well as generation of various CST related
reports.

Tax Collection at Source (TCS) covers TCS on sale of goods, contracts, license and leases as
required by law. It also describes how TCS returns in electronic form can be prepared using Tally.

Job Costing covers how to track movements of stock for a job at multiple locations. Job Costing uses
job as the basic cost unit.

Payroll covers how to record and maintain payroll records in Tally and generation of various
employee related reports.

On the whole, this book is designed to facilitate better transparency and greater levels of compliance
with tax statutes. It also provides an effective tool to manage external job works and generate
standard, customised and analytical reports.
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Lesson 1: Central Sales Tax (CST)
Lesson Objectives

On completion of this lesson, you will be able to

� Configure and enable CST in Tally.
� Record Inter-State Purchase and Sales transactions. 
� Generate CST related reports.

Introduction 
Sales Tax is a tax levied on the sale of goods. The liability to pay sales tax arises on making sales of
goods. In India, the law for levying sales tax is provided in the Central Sales Tax Act of 1956 which
applies to the entire country. 

Generally, the CST Act does not deal with sales made intra-state, or import/export sales. However, in
respect of certain declared goods such as oil seeds, sugar, pulses, crude oil and so on, the CST Act
imposes restrictions on the powers of state governments to levy sales tax even in the case of intra-
state sales. 

Accordingly, sales can broadly be classified into three categories.

� Intra-State sales, that is, sales within the state.
� Sales during import and export.
� Inter-State sales.

The Act also provides for the levy, collection and distribution of taxes on sale of goods in the course
of inter-state trade or commerce.
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Central Sales Tax
1.1 Basics of Central Sales Tax (CST)
It is important to understand the meaning of certain terms used in the CST Act. 

Inter-State Sale
A sale or purchase of goods shall be deemed to take place in the course of inter-state trade or
commerce, if the sale or purchase 

a. occasions the movement of goods from one state to another; or                                      

b. is effected by a transfer of documents of title to the goods during their movement from one state to
another.

The above two modes are mutually exclusive.

Declared Goods 
Declared Goods are goods declared under Section 14 to be of special importance in inter-state trade
or commerce. Some of the important items are cereals, coal in all forms excluding charcoal, cotton in
unmanufactured form, cotton fabrics and cotton yarn, crude oil, hides and skin, iron and steel,  jute,
oil seeds, pulses, man-made fabrics, sugar, unmanufactured tobacco and woven fabrics of wool.

Registration under CST Act
Every dealer liable to pay Central Sales Tax has to register with the Sales Tax Authority, which
means, dealers who effect inter-state sales are required to register under the CST Act. Hence, inter-
mediaries such as agents and transporters, who only facilitate sales, are not required to be regis-
tered as they do not effect sales. However, a dealer may voluntarily apply for registration under the
CST Act even if he is not liable to pay Central Sales Tax or if goods sold or purchased by him are
exempt under state sales tax law. Registration brings many advantages. For example, the dealer can
issue ‘C’ form and purchase goods at concessional rates.

1.1.1 Rate of Central Sales Tax
Different rates are prescribed depending upon the nature of inter-state sale such as

a. Sale to government.

b. Sale to registered dealers.

c. Sale to unregistered dealers.

    (i) Sale of declared goods to unregistered dealers.

    (ii) Sale of goods other than declared goods to unregistered dealers.
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                                                                                                  Central Sales Tax 
Rates to various categories are discussed below
a. Sale to Government
Sale to government is taxable @ 4% or general sales tax rate for sale within the state, whichever is
lower. The Government department, which purchases the goods, has to issue the certificate in ‘D’
form. 

b. Sale to Registered Dealers
Sale to registered dealer is @ 4% or sales tax rate for sale within the state, whichever is lower,
provided that the goods are ‘eligible’ and specified in the Registration Certificate issued to the pur-
chasing dealer. The purchasing dealer has to submit declaration in prescribed ‘C’ form to the selling
dealer.

c. Sale to Unregistered Dealers
The rate is twice the rate applicable to sale or purchase of such goods inside the state in respect of
declared goods, and in respect of goods other than declared goods, the rate applicable for sale
inside the state or 10%, whichever is higher. The purchaser does not have to give any declaration. In
reality he cannot give any declaration as he is not registered. 

1.1.2 Forms for Declarations under CST Scheme
A registered dealer has to issue certain declarations in prescribed forms to buyers/ sellers. Some of
these forms, such as C, E–I, E–II, F and H are printed and supplied by Sales Tax Authorities. The
dealer has to issue declarations in the forms printed and supplied by the Sales Tax Authorities only.
These forms are generally in triplicate. Form D is to be issued by government and can be printed or
typed by the government department making such purchases. 

Figure 1.1 Chart showing incidence of various forms in the course of inter-state trade
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Central Sales Tax
Form  C
As per the CST Act, sales tax on inter-state sale is 4% or sales tax rate for sale within the state,
whichever is lower, if sale is to registered dealer and the goods are covered in the registration certifi-
cate of the purchasing dealer. Otherwise, the tax is higher, that is, 10% or tax leviable on sale of
goods inside the state, whichever is higher. This concessional rate is applicable only if the purchas-
ing dealer submits a declaration in prescribed Form C.

One ‘C’ form covers all transactions in one whole financial year, irrespective of total amount or value
of transactions during the year. However, for transactions exceeding one financial year separate ‘C’
form is required for each financial year.

Form  D 
As per the CST Act, sales tax on inter-state sale is 4% or general sales tax rate for sale within the
state whichever is lower, if sale is to government. Otherwise, the tax is higher, i.e., 10% or tax
leviable on sale of goods inside the state, whichever is higher. This concessional rate is applicable
only if government issues a certificate in prescribed Form D. As discussed earlier, ‘D’ forms are to be
typed/ printed by the government department which purchases the goods and not issued by the
Sales Authorities.

One ‘D’ form covers all transactions in one whole financial year, irrespective of the total amount or
value of transactions during the year. However, for transactions exceeding one financial year a
separate ‘D’ form is required for each financial year.

Forms E–I and E–II 
According to Section 6(2) of CST Act, only the first inter-state sale is taxable and the subsequent
sale during movement of goods by transfer of documents is exempt from tax, provided the purchas-
ing dealer is government or a registered dealer. 

When the document of title in favour of buyer, agent of seller, banker or self is transferred in favour of
the purchaser by way of endorsement on the document of title and is duly signed by the endorser, it
is called transfer of document of title. The document can be further transferred by subsequent
endorsements. 

The subsequent sellers have to obtain declaration from the selling dealers i.e., from whom goods
were purchased and declaration in ‘C’ form or ‘D’ form as the case may be from the purchasing
dealer. The selling dealer has to make a declaration in Form E–I in case of first sale and Form E–II in
case of subsequent sale. 

Consider the following example.

Assume M from Karnataka despatches goods to P of Kerala and raises an invoice on N in Andhra
Pradesh, M charges 4% CST and remits the same in Karnataka. During movement of goods, N sells
the goods to O in Tamil Nadu and O finally sells the goods to P in Kerala. P takes possession of
goods and the ‘movement of goods’ comes to an end. 

The sale from N to O and O to P is by way of transfer of documents of title. In the above case, M
receives declaration in ‘C’ form from N and issues declaration in ‘E–I’ form to N. subsequently, N
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                                                                                                  Central Sales Tax 
receives declaration in ‘C’ form from O and issues declaration in ‘E–II’ form. Ultimately, O issues dec-
laration in ‘E–II’ form to P and receives declaration in ‘C’ form from P, which completes the cycle. If
this chain is broken, CST will be payable.

Similar to ‘C’ form and ‘D’ form, one declaration form in E–I and E–II (as the case may be) covers all
transactions in one year, irrespective of the number of transactions and the total amount. However,
separate declarations for each financial year are required to be furnished.

Figure 1.2 Chart showing E1 transactions 

Form F 
Businesses with branches or agents at several locations within or outside the state are required to
transfer the goods for purpose of trade. When the goods are transferred from one place to another of
the same principal, it is known as Branch Transfer. When goods are transferred to agents, it is
termed as Consignment Sale. Though there is inter-state movement of goods, there is no sale and
thus CST is not payable. Under the CST Act, in the event of a dealer claiming that the inter-state
movement of goods is not a sale, he has to furnish a declaration in ‘F’ form received from the con-
signment agent or branch office in another state evidencing such a transfer.

One ‘F’ form covers all transactions in one month, irrespective of the number of transactions and the
total amount. 
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Central Sales Tax
Form H 
A sale during the course of export is exempt from CST and the penultimate sale is also deemed to be
exempt from CST under the CST Act. The dealer exporting the goods has documents of proof of
export such as airway bill/ bill of lading, shipping bill, customs documents, bank certificate and so on.
However, the penultimate seller may not have any proof evidencing that his sale is exempt. During
such situations, the actual exporter is required to issue a certificate in Form H to the penultimate
seller.

Form I 
Special Economic Zone (SEZ) is a specifically delineated duty free enclave and shall be deemed to
be foreign territory for the purposes of trade operations, duties and tariffs. 

Under the CST Act, supplies made by a registered dealer to a unit in a Special Economic Zone (SEZ)
will not be subject to CST, provided such a unit furnishes a declaration in Form I.

1.2 Enabling CST in Tally  
Central Sales Tax integrated in Tally ies 7.2 takes care of your inter-state transactions. It  eliminates
error-prone information and comments on appropriate forms to be issued/ received at the end of the
month or financial year or at any point of time. It takes a one-time configuration in Tally for Central
Sales Tax features to be activated.

Features of CST in Tally 7.2
The CST functionality in Tally 7.2 

1. Is simple and user-friendly.

2. Is quick, easy to setup and use.

3. Generates Party-wise, Form-wise forms issueables/ receivables report.

4. Provides flexibility in selection of forms and form numbers during voucher entry or at the time of
report generation.

5. Has an auto-fill option in the Forms Receivables/ Issueables feature that prevents error-prone data
entry.

1.2.1 Company Setup    
Create a new company in Tally 7.2. You can migrate from older versions of Tally to the latest version.
Consider the following example to enable CST. 

Example: National Traders, a registered dealer under the CST Act, is among the leading All India
distributors of industrial powder paints. It purchases various shades of powder paints from Unique
Paints (P) Ltd., Margao, Goa and supplies them to registered dealers outside the state.
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In the Company Creation screen, 

Specify the State, Pin code and VAT Number along with other details. 

The completed Company Creation screen displays as shown.

Figure 1.3 Company Creation screen 

Press Enter to Accept.

Once VAT is enabled, Statutory Masters related to VAT and CST are automatically loaded in Tally.

Note: The CST feature is available only when VAT is enabled.

1.2.2 Creation of Masters
Create Inter-State Sales, Inter-State Purchase, Party Ledgers and CST Tax Ledger by activating the
relevant Tax Class options in the Ledger Masters.
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Central Sales Tax
Go to Gateway of Tally > Accounts Info. > Ledgers > Create > Sales Accounts and Purchase
Accounts

The completed Sales Ledger screen displays as shown.

Figure 1.4 Sales Ledger

Press Enter to Accept.

Similarly, create CST Purchases Ledger with the respective Tax Class.

Party Ledgers

Ledger Under Used in 
VAT 

returns

VAT/Tax Class Inventory values 
are affected

CST Sales Sales Accounts Yes Inter-State Sales Yes
CST Purchases Purchase Accounts Yes Inter-State 

Purchases
Yes

Ledger Under Maintain balances 
bill-by-bill

Inventory values are 
affected

Sunrise industries Sundry Debtors Yes No

Unique Paints (P) Ltd., Sundry Creditors Yes No
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CST Ledgers

Output CST Ledger 

Input CST Ledger 

Stock Items  
To enter transactions of Purchase and Sales, create Stock Items with Unit of Measure. Using this,
you will be able to raise Item Invoice and get the Stock Summary with all the Item details. 

In the illustration under consideration, powder paint has Kgs as the Unit of Measurement.

Go to Gateway of Tally > Inventory Info. > Stock Items > Create
 The completed Stock Item Creation screen displays as shown.

Figure 1.5 Stock Item Creation

Press Enter to Accept.

1.3 Transactions
In the course of inter-state trade or commerce dealers have to issue/ submit certain declarations in
prescribed forms to buyers/ sellers in order to avail concessional rates when

1. Sale or Purchase takes place outside a state.

2. Sale or Purchase takes place in the course of imports into India or exports from India.

Ledger Under Type of 
Duty/Tax

VAT/Tax 
Class

Inventory 
values are 
affected

Percentage 
of Calcula-

tion

Method 
of Calcu-

lation

CST @ 4% Duties &
Taxes

CST Inter-State
Sales

No 4 On Total 
Sales

Ledger Under Used in VAT 
Returns

VAT/Tax Class Inventory values 
are affected

Input CST Purchase Accounts Yes Not Applicable Yes
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Central Sales Tax
Consider the following example to understand the concept of CST.

1.3.1 Inter-State Purchases  
Example: On April 5, 2005, M/s. National Traders purchased the following items amounting to Rs.
1,54,440.from M/s. Unique Paints (P) Ltd. Goa, vide Invoice No. 2458/05-06.

Create Purchase Invoice
Setup
Press F11: Company Setup and set Enter Purchases in Invoice Format to Yes.

Go to Gateway of Tally > Accounting Vouchers > Press F9

1.  Press F2 and change Date to ‘05/04/2005’.

2.  Select ‘Unique Paints’ in Party’s A/c Name.

3. Select ‘CST Purchases’ in Purchase Ledger and press Enter. VAT Class appears by default.

4.  Select ‘Black Matt’ in Name of Item.

5.  Type Quantity as ‘500’ Kgs. 

6.  Specify Rate as ‘190’ and press Enter. 
7.  Select ‘Golden Yellow’ as the second Item.

8.  Type Quantity as ‘100’ Kgs. 

9.  Specify Rate as ‘285’ and press Enter. 
10. Select ‘Metallic Blue’ as the third Item.

11. Type Quantity as ‘100’ Kgs, specify Rate as ‘250’ and press Enter.
12. Press Enter twice.

13. Select ‘Input CST’ ledger and press Enter.
14. Type Rate as ‘4%’ and press Enter twice.

 Product Description Quantity (in Kgs) Rate (in Rs.)

Black Matt 500 190

Golden Yellow 100 285

Metallic Blue 100 250

Voucher Entry
Type Format F12: Configure

F9: Purchase Item Invoice Use common ledger A/c for
item allocation – Yes
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15. Select ‘C Form’ from the list of Form Types and press Enter to skip Form No. and Date fields
(You can also fill the Form No. during Voucher entry if the forms are issued at the time of purchase.
But usually, they are submitted at the end of the year covering all the transactions from that dealer
during the year.)

16. In the Bill-wise details screen, select New Ref and type ‘2458/05-06’.

The completed Purchase Invoice displays as shown. 

Figure 1.6 Purchase Invoice

17. Press Enter to Accept.

Note: Purchase Invoice can also be recorded in Double Entry mode in Tally.

1.3.2 Inter-State Sales against ‘C’ form
Example: On April 7, 2005, M/s. National Traders sold the following items to M/s. Sunrise Traders,
Delhi against ‘C’ form. Freight charge of Rs. 750 was included in the Invoice.

 Product Description Quantity (in Kgs) Rate (in Rs.)

Black Matt 100 240

Golden Yellow 20 365

Metallic Blue 10 290
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Central Sales Tax
Create Sales Invoice
Setup
Press F11: Company Setup and set Allow Invoicing to Yes.

Go to Gateway of Tally > Accounting Vouchers > Press F8

1. Press F2 and change Date to ‘07/04/2005’.

2. Select ‘Sunrise Industries’ in Party’s A/c Name.

3. Select ‘CST – Sales’ in Sales Ledger field and press Enter. VAT/Tax Class appears by default.

4. Select ‘Black Matt’ in Name of Item.

5. Type Quantity as ‘100’ Kgs. 

6. Specify Rate as ‘240’ and press Enter. 
7. Select ‘Golden Yellow’ as the second Item.

8. Type Quantity as ‘20’ Kgs. 

9. Specify Rate as ‘365’ and press Enter. 
10. Select ‘Metallic Blue’ as the third Item.

11. Type Quantity as ‘10’ Kgs, specify Rate as ‘290’ and press Enter.
12. Press Enter twice.

13. Select ‘CST @ 4%’ ledger and press Enter. The tax will be calculated automatically. 

14. Select ‘Freight Charges’ and type Amount as ‘750’ (if it does not exist, create using Alt+C).

15. Press Enter twice.

Voucher Entry
Type Format F12: Configure

F8: Sales Item Invoice Use common ledger
A/c for item allocation
– Yes
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16. Select ‘C’ Form in the Form to Receive field. 

Figure 1.7 Sales Invoice 1

17. Press Enter to skip Form No. and Date field. 

(You can fill the Form Number during Voucher entry if the forms are received at the time of sales. But
usually, they are submitted at the end of the year covering all the transactions from that dealer during
the year.)

18. In the Bill-wise Details screen, press Enter to Accept the default Bill allocation. 
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Central Sales Tax
The completed Sales Voucher entry displays as shown.

Figure 1.8 Sales Invoice 2

19. Press Enter to Accept.

1.3.3 Inter-State Sales against ‘D’ form
Example: On April 11, 2005, M/s. National Traders sold the following items to M/s. Kochi Refineries
Ltd., Kerala, a government organisation, against ‘D’ form. 

 Product Description Quantity (in Kgs) Rate (in Rs.)

Classic White 100 250

Chocolate Brown 50 270

P.O.Red 50 245
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Step 1: Creation of Masters
Create required Party Ledgers and Stock Items.

Party Ledgers

Stock Items

Create a purchase entry for the following items from M/s. Unique Paints (P) Ltd., against ‘C’ form on
April 9, 2005, vide Invoice No. 2879/05-06 as shown earlier. 

Step 2: Create Sales Invoice  
Setup
Press F11: Company Setup and set Allow Invoicing to Yes.

Go to Gateway of Tally > Accounting Vouchers > Press F8

1.  Press F2 and change Date to ‘11/04/2005’.

2.  Select ‘Kochi Refineries Ltd.’ in Party’s A/c Name.

3. Select ‘CST – Sales’ in Sales Ledger field and press Enter. VAT/Tax Class appears by default.

4. Select ‘Classic White’ in Name of Item.

5. Type Quantity as ‘100’ Kgs. 

Ledger Under Maintain balances 
bill-by-bill

Inventory values are 
affected

Kochi Refineries Ltd. Sundry Debtors Yes No

 Name Under Units

Classic White Primary Kgs

Chocolate Brown Primary Kgs

P.O.Red Primary Kgs

 Product Description Quantity (in Kgs) Rate (in Rs.)

Classic White 100 250

Chocolate Brown 50 270

P.O.Red 50 245

Voucher Entry
Type Format F12: Configure

F8: Sales Item Invoice Use common ledger A/c for
item allocation  – Yes
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Central Sales Tax
6. Specify Rate as ‘250’ and press Enter. 
7. Select ‘Chocolate Brown’ as the second Item.

8. Type Quantity as ‘50’ Kgs. 

9. Specify Rate as ‘270’ and press Enter. 
10. Select ‘P.O. Red’ as the third Item.

11. Type Quantity as ‘50’ Kgs, specify Rate as ‘245’ and press Enter.
12. Press Enter twice.

13. Select ‘CST @ 4%’ ledger and press Enter, the tax will be calculated automatically.

14. Press Enter twice.

15. Select ‘D’ Form in the Form to Receive field. 

16. Press Enter to skip the Form No. and Date field.

(You can also fill the Form No. during Voucher entry if the forms are received at the time of sales. But
usually, they are submitted at the end of the year covering all the transactions from that dealer during
the year.)

17. In the Bill-wise Details screen, press Enter to accept the default Bill allocation. 

The completed Sales Voucher entry displays as shown.

Figure 1.9 Sales Invoice 3
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18. Press Enter to Accept.

1.3.4 Transit Sales against ‘E – I’ and ‘E – II’ forms
As discussed earlier in the lesson, according to Section 6(2) of the CST Act, the first inter-state sale
is taxable and subsequent sale during movement of goods by transfer of documents is exempt from
tax, if the subsequent sale is to government or registered dealer. Consider the following example. 

Example: On April 13, 2005, M/s. National Traders despatched the following goods to M/s. Star
Power Controls, Orissa and raised an Invoice on M/s. Swastik Associates in Madhya Pradesh,
charging 4% CST against ‘C’ form.

During the movement of goods, Swastik Associates subsequently sold the goods to M/s. Rainbow
Colours in West Bengal and Rainbow Colours ultimately sold the goods to M/s. Star Power Controls
in Orissa. 

On the same day, National Traders received ‘C’ form, vide No. TC-2K-15023 dt. 13/04/05, from
Swastik Associates and issued ‘E-1’ form, vide no. TE-1Q-0130 dt. 13/04/05.

In this case, the sale from Swastik Associates to Rainbow Colours and from Rainbow Colours to Star
Power Controls is by way of transfer of documents.  National Traders has to receive ‘C’ form from
Swastik Associates and will issue ‘E–I’ form to Swastik Associates. Later, Swastik Associates will
issue ‘E–II’ form to Rainbow Colours and receive ‘C’ form. Finally, Rainbow Colours will issue ‘E–II’
form to Star Power Controls and receive ‘C’ form.

 Product Description Quantity (in Kgs) Rate (in Rs.)

Black Matt 300 240

Chocolate Brown 50 270

P.O.Red 50 245
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The following chart shows the movement of goods under E–I & E–II.

Figure 1.10. Chart showing movement of goods under E–I and E–II 

Observe the entries to be made in the books of M/s.National Traders with regard to the above trans-
action.

Step 1: Creation of Masters
Create required Party Ledgers and Stock Items.

Party Ledgers

Step 2: Create Sales Invoice
Go to Gateway of Tally > Accounting Vouchers > Press F8
Setup
Press F12: Configure
1. Set Activate ‘E1’ and ‘E2’ Transaction to Yes (because this transaction amounts to movement of

goods by transfer of documents).

2. Set Allow separate Buyer and Consignee names to Yes.

Ledger Under Maintain balances 
bill-by-bill

Inventory values are 
affected

Swastik Associates Sundry Debtors Yes No
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The F12: Configure setup screen displays as shown.

Figure 1.11 F12: Configure

1. Press F2 and change Date to ‘13/04/2005’.

2. Select ‘Swastik Associates’ in Party’s A/c Name and press Enter.
3. The Despatch Details screen displays as shown.

Figure 1.12 Invoice Details

4.  In the Consignee Name field, type ‘Star Power Controls’, address of the dealer and press Enter 
to Accept the screen.

5. Select ‘CST – Sales’ in Sales Ledger field and press Enter. VAT/Tax Class appears by default.

6. Select ‘Black Matt’ in Name of Item.
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7. Type Quantity as ‘300’ Kgs. 

8. Specify Rate as ‘240’ and press Enter.
9. Select ‘Chocolate Brown’ as the second Item.

10. Type Quantity as ‘50’ Kgs .

11. Specify Rate as ‘270’ and press Enter. 
12. Select ‘P.O. Red’ as the third Item.

13. Type Quantity as ‘50’ Kgs, specify Rate as ‘245’ and press Enter.
14. Press Enter twice.

15. Select ‘CST @ 4%’ ledger and press Enter, the tax will be calculated automatically. 

16. Press Enter twice.

17. Select C Form in the Form to Receive field and press Enter.
18. Type Form No. as ‘TC-2K-15023’ and Date as ‘13/04/05’.

19. Select E1 Form in the Form to Issue field from the E Form Types list.

(In the books of Swastik Traders, ‘C’ form received from Rainbow Colours has to be entered and ‘E–
II’ form needs to be selected, which must then be issued since it is a subsequent inter-state sales by
transfer of documents of title.)

Figure 1.13 Sales Invoice 4

20. Type Form No. as ‘TE-1Q-0130’ and Date as ‘13/04/05’.

21. You can also press Enter and skip Form No. and Date field if the prescribed forms are not
received at the time of transaction. Generally, blank forms are received at the beginning of the
20                                                                                                                                                                           © Tally (India) Pvt Ltd 2006



                                                                                                  Central Sales Tax 
year or on commencement of inter-state transaction with the respective dealer. However, Tally
gives you the flexibility to update Form No. and Date in the Reports Menu, which will be
discussed later in this lesson.

22. In the Bill-wise Details screen, press Enter to Accept the default Bill allocation.

The completed Sales Voucher entry displays as shown.

Figure 1.14 Sales Invoice 5

23. Press Enter to Accept.

1.3.5 Branch Transfers/ Consignment Sales against ‘F’ form
Example: On April 15, 2005, M/s. National Traders despatches the following goods to their Branch in
Uttar Pradesh.

The Branch/ Consignment agent is required to furnish a declaration in ‘F’ form for every month.

 Product Description Quantity (in Kgs) Rate (in Rs.)

Golden Yellow 20 285

Metallic Blue 30 250
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Step 1: Creation of Masters
Create required Branch Ledgers and Sales Ledgers.

Branch Ledgers

Sales Accounts

Step 2: Create Sales Invoice  
Go to Gateway of Tally > Accounting Vouchers > Press F8
1. Press F2 and change Date to ‘15/04/2005’.

2. Select ‘National Traders – U.P. Branch’ in Party’s A/c Name.

3. Select ‘Branch Transfer Outward’ in Sales Ledger field and press Enter. VAT/Tax Class
appears by default.

4. Select ‘Golden Yellow’ in Name of Item.

5. Type Quantity as ‘20’ Kgs. 

6. Specify Rate as ‘285’ and press Enter. 
7. Select ‘Metallic Blue’ as the second Item.

8. Type Quantity as ‘30’ Kgs. 

9. Specify Rate as ‘250’ and press Enter twice.

10. Select F Form in the Form to Receive field. 

Ledger Under Maintain balances 
bill-by-bill

Inventory values are 
affected

National Traders - U.P. Branch/ Divisions Yes No

Ledger Under Used in 
VAT 

returns

VAT/Tax Class Inventory values 
are affected

Branch 
Transfer 
Outward

Sales Accounts Yes Consignment/
Branch Transfer 

Outward

Yes
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Figure 1.15 Sales Invoice 6

11. Press Enter to skip Form No. and Date field.  

12. In the Bill-Wise details screen, press Enter to Accept the default Bill allocation.
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The completed Branch Transfer entry displays as shown.

Figure 1.16 Sales Invoice 7

13. Press Enter to Accept.

In the case of consignment sales made to agents, the same form has to be selected.

1.3.6 Exports against Form H
Example: On April 18, 2005, M/s. National Traders supplied the following item to M/s. Surya Exports
against submission of Form H, vide No. 102504 dt. 18/04/05.

Step 1: Create required Party Ledgers and Sales Ledgers

Party Ledgers

 Product Description Quantity (in Kgs) Rate (in Rs.)

Black Matt 100 240

Ledger Under Maintain balances 
bill-by-bill

Inventory values are 
affected

Surya Exports Sundry Debtors Yes No
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Sales Accounts

Step 2: Create Sales Invoice  
Go to Gateway of Tally > Accounting Vouchers > Press F8
1. Press F2 and change Date to ‘18/04/2005’.

2. Select ‘Surya Exports’ in Party’s A/c Name.

3. Select ‘Sales deemed Exports’ in Sales Ledger field. 

4. Select ‘Inter-State Sales’ in VAT/Tax Class field.

5. Select ‘Black Matt’ in Name of Item.

6. Type Quantity as ‘100’ Kgs. 

7. Specify Rate as ‘240’ and press Enter. 
8. Tab down to Form to Receive field, select ‘H Form’ and press Enter.

Figure 1.17 Sales Invoice 8

Ledger Under Used in VAT 
returns

VAT/Tax Class Inventory values 
are affected

Sales deemed 
Exports

Sales Accounts Yes Not Applicable Yes
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9.  Type Form No. as ‘102504’, Date as 18/04/05 and press Enter.
10. In the Bill-Wise details screen, press Enter to Accept the default Bill allocation.

The completed Sales entry displays as shown. 

Figure 1.18 Sales Invoice 9

11. Press Enter to Accept.

1.3.7 Sales to SEZ Units against Form I
Example: On April 20, 2005, M/s. National Traders supplied the following item to M/s. Track Innova-
tions (P) Ltd., a unit in SEZ at Chennai, against submission of Form I.

Step 1: Create required Party Ledgers and Sales Ledgers

Party Ledgers

 Product Description Quantity (in Kgs) Rate (in Rs.)

Metallic Blue 50 290

Ledger Under Maintain balances 
bill-by-bill

Inventory values are 
affected

Track Innovations (P)
Ltd. 

Sundry Debtors Yes No
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Sales Accounts

Step 2: Create Sales Invoice  
Go to Gateway of Tally > Accounting Vouchers > Press F8
1. Press F2 and change Date to ‘20/04/2005’.

2. Select ‘Track Innovations (P) Ltd.,’ in Party’s A/c Name.

3. Select ‘Sales – SEZ’ in Sales Ledger field. 

4. Select ‘Inter-State Sales’ in VAT/Tax Class field.

5. Select ‘Metallic Blue’ in Name of Item.

6. Type Quantity as ‘50’ Kgs. 

7. Specify Rate as ‘290’ and press Enter. 
8. Tab down to Form to Receive field and select ‘I Form’.

Figure 1.19 Sales Invoice 10

9.  Press Enter to skip Form No. and Date fields. 

Ledger Under Used in VAT 
returns

VAT/Tax Class Inventory values 
are affected

Sales – SEZ Sales Accounts Yes Not Applicable Yes
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10. In the Bill-Wise details screen, press Enter to Accept the default Bill allocation.

11. Press Ctrl+A to Accept.

1.4 Payment of CST 
Central Sales Tax is payable in the state from which goods are sold. The tax so collected is retained
by the state in which it is collected. The state government sales tax officer who assesses and collects
local state sales tax also assesses and collects Central Sales Tax. 

The due date is the period to submit returns under General Sales Tax of the appropriate state. CST
payable should be rounded off to the nearest rupee.

Example: On May 20, 2005, M/s. National Traders paid an amount of Rs. 7,308 towards CST
payable for the month of April 2005, vide Cheque No. 015630 dt. 20/05/05.

Step 1: Create Payment Entry
Go to Gateway of Tally > Accounting Vouchers > Press F5
1. Press F2 and change Date to ‘20/05/2005’.

2. Select ‘HDFC Bank’ in the Account (if it does not exist, create using Alt+C).

3. Select ‘CST @ 4%’ and specify Amount as ‘7,308’ .

4. Type Cheque No. ‘015630’ in the Narration field and press Enter.
The completed Payment entry displays as shown. 

Figure 1.20 Payment Voucher

5. Press Enter to Accept.
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1.5 CST Reports  
Tally 7.2 facilitates the generation of CST related reports, that is, Forms Receivable and Forms
Issuable Reports for any period of time or at any point of time. It also offers the facility of auto-filling
the form number for the transactions relating to same dealer during that year which enables quicker
voucher entry and reduces the possibility of errors.

1.5.1 Forms Receivable Report
In Tally, you can generate ledger-wise Forms Receivable Report. This report comments on various
forms to be received from the dealer at any given point of time. It displays the date of transaction,
CST Sales ledger employed, gross amount inclusive of CST, form types and also contains two addi-
tional fields – Form Number and Date, which have to be filled when the prescribed forms are
received from the purchasing dealer or customer. 

Usually, this report is generated at the end of a financial year or during the month end (in specific
cases). However, Tally facilitates the generation of this report at any point of time.

Go to Gateway of Tally > Display > Statutory Reports > CST Reports > Forms Receivable >
Select the required ledger, that is, Sunrise Industries > Press Enter
The Forms Receivable Report of M/s. Sunrise Industries displays as shown. 

Figure 1.21 Forms Receivable 1
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The above report shows that ‘C’ form is to be received from the said customer for the supplies made
during the respective period. In this report, you can fill the Form No. and Date of such form when it is
received. 

View M/s. Surya Exports ledger for the forms to be received.

Figure 1.22 Forms Receivable 2

The report is blank as the prescribed declaration in Form H was received at the time of sale and
entered in the Sales Invoice during voucher entry. However, you can view the vouchers for which
forms have been received in advance or at the time of transaction.

To view all vouchers, press F12: Configure and enable the following.

� Set Show All Vouchers to Yes.
� Select ‘H Form’ in Show Vouchers of field.

This feature allows you to view different Forms Receivable from the same dealer, if any. If this is set
to Not Applicable, whatever forms are due from the dealer will be displayed.
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The Forms Receivable report displays as shown.

Figure 1.23 Forms Receivable 3

Press Alt+P to print the report. 

If there are many transactions, press Alt+F5 and type Form No. and Date to auto-fill the same in all
the transactions pertaining to the related form.

In the same manner, view other Forms Receivable from the rest of the dealers during the required
period.

1.5.2 Forms Issuable Report 
In Tally, you can generate ledger-wise Forms Issuable Report. This report comments on various
forms to be issued to the dealer at any given point of time. It displays the date of transaction, CST
Purchases ledger employed, gross amount inclusive of CST, form types and also contains two addi-
tional fields –  Form Number and Date, which can be filled when the prescribed forms are issued to
the selling dealer or supplier.

Similar to Forms Receivable Report, this report is also generated at the end of a financial year or
during the month end (in specific cases) but can be generated at any point of time in Tally.

Go to Gateway of Tally > Display > Statutory Reports > CST Reports > Forms Issuable > Select
the required ledger, that is, Unique Paints (P) Ltd. > Press Enter
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The Forms Issuable Report of M/.s Unique Paints (P) Ltd. displays as shown.

Figure 1.24 Forms Issuable 1

As discussed earlier, fill Form No. and Date.

View Forms Issuable Report of M/s. Swastik Associates ledger, where the movement of goods has
affected the transfer of documents.

Go to Gateway of Tally > Display > Statutory Reports > CST Reports > Forms Issuable > Select
Swastik Associates ledger > Press Enter
Press F12: Configure 

� Set Show All Vouchers to Yes.
� Select ‘E1 Form’ in the Show Vouchers of field and press Enter.
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The Forms Issuable Report displays as shown.

Figure 1.25 Forms Issuable 2

In the above transaction, though the ‘C’ Form has been received and the transaction reflects in the
Forms Receivable Report, as per the rules, the declaration in Form E–I must be furnished and is
therefore shown in the Form Issuable Report.

Summary
On completion of this lesson, you should be able to

� Configure and enable Central Sales Tax in Tally.
� Record inter-state purchase and sales transactions.
� Generate CST related reports.
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Lesson 2: Tax Collection at Source (TCS)
Lesson Objectives
On completion of this lesson, you will be able to

� Enable TCS in Tally.
� Create masters neccesary for TCS transactions.
� Record TCS transactions.
� Generate TCS reports and challans in Tally.

2.1 Introduction
Tax Collection at Source is prescribed for business or trade in alcoholic liquor, forest produce, scrap,
etc., as well as lease, license or contract related to parking lot, toll plaza, mines & quarry, etc., as
defined in section 206C of the Income Tax Act, 1961. The following brief description covers the appli-
cability of Act.

2.1.1 Sale of goods
TCS means collection of tax at source by the seller (collector) from the buyer (collectee/payee) for
trading purposes of the goods specified u/s 206C (1) of the Income Tax Act, 1961. It is collected
when accrued or when paid, whichever is earlier. The following table describes the Nature of Goods
covered under TCS and the Rate applied thereon.

‘Scrap’ means waste and scrap from the manufacture or mechanical working of materials is not
usable because of breakage, cutting up, wearing out, or other reasons.

Sl.No. Nature of Goods Percentage
1 Alcoholic liquor for human consumption 1
2 Tendu leaves 5
3 Timber obtained under a forest lease 2.5
4 Timber obtained by any mode other than under a forest lease 2.5
5 Any other forest produce not being timber or Tendu leaves 2.5
6 Scrap 1
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Meaning of Seller
Seller means

� The Central Government
� A State Government
� Any local authority
� Corporation or authority established by or under a Central, State or Provincial Act
� Any company
� Firm
� Co-operative society

It also includes Individual or Hindu Undivided Family (HUF) whose total sales, gross receipts or
turnover from the business or profession carried on by him exceeds the monetary limits specified
under Clause (a) or Clause (b) of Section 44AB during the financial year immediately preceding the
financial year in which the goods of the nature specified above are sold.

Meaning of buyer
Buyer means a person who obtains in any sale, by way of auction, tender, or any other mode, goods
of the nature specified above or the right to receive any such goods, but does not include

� A public sector company, the central government, a state government, an embassy, a high
commission, legation, commission, consulate and the trade representation of a foreign state
and a club; or

� A buyer in the retail sale of such goods purchased by him for personal consumption.

2.1.2 TCS on contracts, license and leases 
As per Sec 206C (1C), every person who grants a lease or license or enters into a contract or
otherwise transfers any right or interest, either in whole or in part, in any parking lot or toll plaza or
mine or quarry to another person, other than a public sector company (referred as licensee or
lessee) for business shall, at the time of debiting of the amount or on actual receipt, whichever is
earlier, collect from the licensee TCS at the rates specified in the following table.

2.1.3 Time and Mode of Payment of TCS to Government Account
All sums collected shall be paid to the credit of the Central Government within one week from the last
day of the month in which the collection is made. Provided that where the collection is made by or on

Sl.No Nature of contract, license, lease, etc. Percentage

1 Parking Lot 2

2 Toll Plaza 2

3 Mining or Quarrying 2
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behalf of the Government, the amount shall be credited within the time and in the manner aforesaid
without the production of a challan.

2.1.4 Credit for Tax Collected at Source
Any amount collected and paid under Section 206C(3) to the credit of Central Government, the
amount of tax collected and specified in the statement referred to in the second provision to sub-
section (5) shall be deemed as payment of tax on behalf of the person from whom the amount has
been collected and credit shall be given to him for the amount so collected in the assessment made
under this Act for the assessment year for which such income is assessable without the production
of certificate.

2.1.5 Issue of TCS certificate
The person responsible for collecting the tax is required to issue a certificate of collection of tax at
source in new Form No. 27D to the buyer within one month of the end of the month, during which the
amount is debited to the account of the buyer or the payment received from the buyer as the case
may be.

Provided that no certificate may be furnished in a case where tax has been collected in accordance
with the foregoing provisions of this section on or after 1-4-2005.

Provided further that the prescribed income-tax authority or the person authorised by such authority
referred to in sub-section (3) shall, within the prescribed time (i.e. 15th June) after the end of each
financial year, prepare and deliver to the buyer or to the licensee or lessee, a statement in the pre-
scribed form (i.e. Form No. 26AS) specifying the amount of tax collected and such other particulars
as may be prescribed.

The annual statement Form No. 26AS will be issued for all tax deducted and tax collected at source
from financial year 2005-06 onwards after the expiry of the financial year.

2.1.6 Issue of Consolidated Certificate
Where more than one certificate is required to be furnished to a buyer for tax collected at source in
respect of the period ending on 30th September and 31st March in each financial year, the person
collecting the tax, may on request from such buyer, issue within one month from the end of such
period, a consolidated certificate in new Form No. 27D for the tax collected during whole of such
period.

2.1.7 TCS Returns
To ensure proper checks and balances on these collections (TCS) and subsequent credit taken there
of by the collectee/payee, the collectors are required to file TCS returns with the Income Tax Depart-
ment. TCS returns contain details of collectors (like TAN, Name, Address), tax deposited at the bank
(like amount, challan identification number) collectee details (like PAN, Name, Amount paid, Tax
collected at source) in the form prescribed by Income Tax Department.
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2.1.8 e-TCS Returns
The Income Tax department has notified ‘Electronic Filing of Returns of Tax Collection at Source
Scheme, 2005’. It is applicable to all deductors furnishing their TCS return in electronic form. As per
this scheme

� It is mandatory for corporate and government deductors to furnish their TCS returns in elec-
tronic form (e-TCS return) from financial year 2004-2005 onwards.

� Deductors (other than government and corporates) may file TCS returns in electronic or 
physical form.

� NSDL as e-TCS intermediary (appointed by ITD) receives, on behalf of ITD, e-TCS returns 
from deductors.

Deductors furnishing TCS returns in electronic form (e-TCS) have to furnish Form 27B. Form 27B is
a control chart to be furnished in physical form along with CD/ Floppy containing the e-TCS annual
return (Form 27E). Form No 27B is required to be furnished separately for each TCS return (Form
27E).

Form 27B is a summary of e-TCS returns (Form 27E) which contains control totals of  ‘Amount paid‘
and ‘Income tax collected at source’. The control totals mentioned on Form 27B should match with
the corresponding control totals in e-TCS returns.

2.1.9 Returns-Forms and periodicity
Revised forms for e-TCS returns and periodicity thereof prescribed under income tax laws are as
follows.

2.2 TCS Feature in Tally
Tally’s simple yet powerful TCS feature enables you to record transactions related to Tax Collection
at Source with ease. It also helps you generate necessary reports and returns such as Form 27D, e-
TCS Forms (Form 27E, Form 27EQ) and Form 27B.

Financial 
Year

Form No. Particulars Periodicity

2004-05 Form 27E Annual return of collection of tax under 
section 206C of Income Tax Act, 1961

Annual

Form 27B Physical control charts containing control 
totals mentioned in TCS returns fur-
nished electronically. Form 27B in physi-
cal form to be submitted along with e-
TCS annual return Form 27E.

With each e-TCS 
returns Form 27E.

2005-06 Form 27EQ Quarterly return of collection of tax. Quarterly
Form 27B Physical control charts containing control 

totals mentioned in TCS returns fur-
nished electronically. Form 27B in physi-
cal form to be submitted along with e-
TCS quarterly return Form 27EQ.

With each e-TCS 
returns Form 27EQ.
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2.2.1 Configuration
Create a company, Ganesh Timber Traders, to understand the TCS capabilities of Tally 7.2.

2.2.2 F11: Features
In F11: Features

� Set Enable TCS to Yes.
� Set/ Modify other Company Features to Yes.

The Company Operation Alteration screen displays as shown.

Figure 2.1 Features – Company Operations Alteration

Press Enter to view the Advanced Company Operations screen.
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Set Enter TCS Details to Yes.

Figure 2.2 Advanced Company Operations

Press Enter to view the TCS Collector Details screen.

Ensure that the TCS Collector Details screen displays as shown.

Figure 2.3 TCS Collector Details

2.2.3 F12: Configure
F12: Configure is used to configure settings for applications available in Tally. Configuration settings
affect all companies maintained in the same data directory and setting configuration for one company
will affect other companies in that data directory.

2.2.4 Statutory Masters in Tally
Before creating Masters, observe how TCS Masters is captured in Tally.

Collectee Types
The classification of persons collecting TCS is tabled in Collectee Types.
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Go to Gateway of Tally > Display > Statutory Masters > Collectee Types

Figure 2.4 Name of Collectee Type

Select a Collectee from the above list. For example, select Association of Persons. The screen
displays Collectee TCS Details such as Date from which rate is applicable, Surcharge Exemption
Limit, Surcharge and Additional Surcharge.

Figure 2.5 Collectee Type Display
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Note: The buyers (customers) covered under TCS have to be identified with a Collectee Type.

List of TCS Types
The transactions covered under TCS are grouped under List of  TCS Types.

Figure 2.6 List of TCS Types

Select a TCS Type from the above list. For example, select Timber Obtained Under Forest Lease.
The screen displays TCS Details such as Collectee Type, Date from which the rate is applicable and
TCS Rate.

Figure 2.7 TCS Nature of Goods Display

Note: The nature of transaction has to be identified with the respective TCS ledger.
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2.2.5 Statutory Updations
Whenever there is a change in the rates of TCS or Surcharge, Tally updates the latest rates on its
website, www.Tallysolutions.com. The latest statutory master file can be imported from this website.

Figure 2.8 Statutory Master Updation
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Masters to be created
The following Master configurations are required to capture and generate TCS information.

� Customer Account
� TCS Ledger
� Sales Ledger
� Timber as Stock Item

Customers
When creating Customer ledger, a new option Is TCS Applicable appears. Once this is set to Yes,
the List of Collectee Types displays to enable you to select the nature of Buyer/ Lessee. Select the
appropriate Nature of the Collectee.

To view the Ledger Creation screen,
Go to Gateway of Tally > Accounts Info > Ledgers > Create
Create a customer ledger, Chandra Timbers with TCS Applicable. Select the Buyer/ Lessee as
Body of Individuals as shown in the following figure.

Figure 2.9 Ledger Creation Chandra Timbers with List of Collectee Types
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The completed screen displays as shown.

Figure 2.10 Ledger Creation Chandra Timbers Completed

TCS Ledgers
TCS Ledgers are created under Duties & Taxes with selection of Type of Tax as TCS and Nature of
Goods/ Contract/ License/ Lease as Timber Obtained Under Forest Lease.

To view the Ledger Creation screen,

Go to Gateway of Tally > Accounts Info > Ledgers > Create 
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The Ledger Creation TCS Ledger screen displays as shown.

Figure 2.11 Ledger Creation TCS Ledger

Complete the ledger creation and Accept the screen.

Similarly, create the following Masters.

1. Sales Ledger

2. Timber as a Stock Item

3. Bank Account (State Bank of India)

4. Freight
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2.3 Transactions
2.3.1 Sales
Enter a Sales transaction of Timber for Rs. 75,000 to Chandra Timbers with TCS Applicable. While
passing the sales entry, on selection of TCS ledger, TCS Calculation details display as follows. 

Figure 2.12 TCS Details

TCS rate is picked from (Gateway of Tally > Display > Statutory Masters > TCS Nature of Goods)
TCS Nature of Goods Display based on Collectee Type and Applicable period. In this case, it is
Timber Obtained Under Forest Lease selected at the time of Creation of TCS ledger.

Surcharge and Cess are picked from (Gateway of Tally > Display > Collectee Types) Name of
Collectee Types based on the nature of Buyer/Lessee. In this case, it is Body of Individuals
selected at the time of Creation of Chandra Timbers.
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The completed Sales transaction displays as shown.

Figure 2.13 Sales Voucher Completed

2.3.2 TCS Payment
Select TCS reference given in the TCS Details screen earlier.

Go to Gateway of Tally > Accounting Vouchers > Press F5 for Payment 
1. Press Alt+R or select TCS Helper from the buttons bar.

2. Select TCS Ledger and press Enter.
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Figure 2.14 TCS Filters

3. Select Non Company as Buyer/ Lessee Status and press Enter.

Figure 2.15 TCS Filters

4. Press Enter to Accept To Date as 30-4-2005. 

5. The TCS payable amount will be auto-filled with the respective bill details.
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6. Now, select the Bank as State Bank of India.

Figure 2.16 Tax Details for TCS Ledger
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7. The completed Payment Voucher displays as shown.

Figure 2.17 Payment Voucher

8. Once payment is made, the challan can be printed using the Print option available on the buttons
bar.

Figure 2.18 Voucher Printing

9. Press Y or Enter to print the TCS Challan.
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10. The printed TCS Challan displays as shown.

Figure 2.19 TCS Challan
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2.3.3 Reconciliation
The challan particulars can be reconciled with the payment in their respective TCS ledgers.

Go to Gateway of Tally > Display > Account Books > Ledger > Select TCS Ledger 
1. Press ALT+F5 or click on Challan Reconcile on the buttons bar.

Figure 2.20 Challan Reconcilation Option

2. Once selected,  the Reconciliation screen displays as shown.

Figure 2.21 TCS Challan Reconciliation screen

3. Challans can be reconciled by entering the appropriate data.
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2.4 Reports
2.4.1 Form 27D
Form 27D can be printed from Tally.

Go to Gateway of Tally > Display > Statutory Reports > TCS Reports > Print Form 27D > Select
Chandra Timbers.

1. The print configuration can be set according to requirement.

Figure 2.22 Print Configration Form 27D
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2. The printed Form 27D displays as shown.

Figure 2.23 Printed Form 27D
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2.4.2 Form 27B
Form 27B is a physical form to be attached with annual e-TCS returns Form 27E. 

Go to Gateway of Tally > Display > Statutory Reports > TCS Reports > Print Form 27B
1. The Print configuration options available for Form 27B display as shown.

Figure 2.24 Print Configuration Form 27B
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2. The printed form displays as shown.

Figure 2.25 Printed Form 27B

Summary
     On completion of this lesson, you should be able to 

� Enable TCS in Tally. 
� Create masters neccesary for TCS transations.
� Record TCS transactions. 
� Generate TCS reports and challans in Tally.
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Lesson 3: Job Costing
Lesson Objectives
On completion of this lesson, you will be able to

� Enable and capture job costing details in Tally.
� Record consumption of materials for each job.
� Generate Job report for each job carried out in multiple godowns.
� Compare and analyse jobs.

Introduction
Job Costing is a form of specific order costing which applies to a job undertaken according to
customer requirements and specifications. The basic cost unit is the job undertaken and Tally
enables the tracking of cost and revenue information down to the smallest detail.

With a view to ascertain the actual costs incurred for each job, every job is assigned a job number or
job name. Job costing systems then accumulate costs separately for each product or service, based
on the jobs undertaken for each product or service. 

In a typical job costing environment

� Many non-standard (customised) products/ service are produced/ rendered.
� Orders are executed based on customer requirements. 
� Cost records are maintained for each distinct job.
� Costs are traced or allocated to jobs.

Advantages of Job Costing are as follows.

� Costs can be ascertained under each element while the job is in progress.
� On completion of the job, each element of cost, selling price and profit can be compared 

with estimates and other jobs.
� Suitable method can be obtained to determine price on cost plus contracts.
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To support job costing principles/ cost centres, Tally needs to ensure that each transaction recorded
is accounted for internally with respect to all the cost centres. This additional real-time processing
task can potentially reduce the operating efficiency of Tally, thereby resulting in reduction of speed.
This could be significant especially on computers unable to handle the additional computing load
adequately. Users are therefore advised to create cost centres and job costing accounts within rea-
sonable limits to get the optimum business benefit from the module and yet retain the unmatched
speed of the software. For more information on this topic, please contact your nearest Tally office. 

3.1 Enabling Job Costing In Tally

3.1.1 Company Setup
Create a company in Tally version 7.2 Release 2.1 as per the example given.

Perfect Computers, a computer store in Bangalore, started with a capital of Rs. 500000, to supply
computers configured as per customer requirements and upgrade old computers.

Perfect Computers received two orders from Softech Solutions to upgrade existing systems and
deliver new systems, as per the order details given in the following table.

Other Details
1.The company has given the upgrading job collectively to Ramesh and Suresh for Service Charge
of Rs. 62500 and Travel Expenses of Rs. 25000 for visits made onsite.

2.The company has given the new systems job to Mahesh for Service Charge of Rs. 62500 and
Travel Expenses of Rs. 25000 for visits made onsite.

3. The company has a stores Godown and regularly purchases items from Hitech Computers.

SL. NO ORDER DESCRIPTION TERMS OF CONTRACT AMOUNT IN RS.
1) Servicing and Upgrading of 

existing machines.
Lump sum contract, inclusive of 
replacement of parts

187500

2) New systems as per speci-
fications

Rate contract based on require-
ment of systems

25000 per system
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Go to Company Info. > Create Company 

1. The Company Creation screen displays as shown.

Figure 3.1 Company Creation screen

COMPANY CREATION – PERFECT COMPUTERS
FIELD DATA TO BE ENTERED

Directory Enter the path in which you want to save the company
Name Perfect Computers
Mailing Name Perfect Computers
Address Level 12,

Commerce@Mantri,
Bannerghatta Road,
Bangalore 
India

State Karnataka
PIN Code 560001
E-Mail Address accounts@perfectcompters.com
Use Indian VAT? No
VATTIN Skips field 
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Local Sales Tax Number 963521477
Inter-States Sales Tax Number 8563214
Income-Tax Number ACDS569877
Currency Symbol Skips field 
Maintain Accounts with Inventory
Note: In order to use Job Costing feature, the Accounts with inventory option has to be ena-
bled.

Figure 3.2 Company Creation screen – Maintain field sub-window

Financial year from 1-4-2005 
Books beginning from 1-4-2005 (Business started on 1-4-2005)
Tally/Vault Password (if any) Skips field 
Use Security Control No
Base Currency Information Skips field

BASE CURRENCY INFORMATION
FIELD DESCRIPTION

Base Currency symbol Pre-set as a default currency - Rs.
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2. The completed Company Creation screen displays as shown.

Figure 3.3 Company Creation screen – Completed

3. Accept the screen to create the company, Perfect Computers. 

Formal Name Complete name for the currency symbol. By 
default, this is set to Indian Rupees.

Number of decimal places By default, this is set to 2
Show amounts in millions? Tally caters to currencies where the different 

parts of large amounts are called by special 
names. By default, this is set to No.

Is symbol suffixed to amounts? By default, this is set to No. For example, In 
India, the ‘Rs’ symbol is placed in front of 
amounts.  

Put a space between amounts and sym-
bol?

By default, this is set to Yes.

Symbol for Decimal Portion By default this is Paise.
Decimal Places for Printing Amounts in 
Words

By default this is set to 2.
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3.1.2 F11: Features
F11: Features is used to modify the various features of a company. The company features are
specific to the current company only and thus each company may have different features activated.

In the F11: Features screen, set the following options to Yes.

� Maintain Cost Centres.
� Use Cost Centre for Job Costing.
� Maintain Multiple Godowns.
� Use Tracking Numbers. 
� Track Additional Costs of Purchase. 

Ensure that the Company Features screen displays as shown.

Figure 3.4 F11: Features – Company Operations Alteration

3.2 Master Configuration
The Masters for job work analysis are as follows.

� Cost centres used for job costing.
� Sales or direct income accounts related to job revenue. 
� Direct and Indirect expenses related to job costs.
� Suppliers, vendors and other party accounts. 
� Godowns dedicated to specific jobs necessary to assess stock consumption. 
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� Stock items.
� Voucher types and classes for stock transfer, consumption.

Creation of Masters
1. Creation of Jobs as Job Cost Centres
Each job is identified with a name or number and this is usually used for naming the cost centre
created for the job.

i. Create Cost Centre Æ Create Softech Upgrading Job, Softech New Systems Job as Job Cost
Centres and Retail Trade as regular Cost Centre Under Primary

Go to Gateway of Tally > Accounts Info > Cost Centres > Single Cost Centre > Create to view
the Cost Centre Creation screen

1. Name: Softech Upgrading Job
2. (alias): Skip field 
3. Under: Select Primary from List of Cost Centres
4. Use for Job Costing?: Yes

Figure 3.5 Cost Centre Creation – Softech Upgrading Job

5. Press Y or Enter to Accept the screen

Similarly, create the following Cost Centres.

Note: If more than one cost category is enabled, then parallel allocation of cost to regular cost
centres apart from job specific cost centres can be done.

Name alias Under Use for Job Costing
Softech New Sys-
tems Job

Skip Field Primary Yes

Retail Trade Skip Field Primary No
 © Tally (India) Pvt Ltd 2006                                                                                                                                                                          65



Job Costing 
2. Creation of Ledgers involved in transactions
i. Create the following Income and Expense ledger accounts.

Go to Gateway of Tally > Accounts Info > Ledgers > Single Ledger > Create to view the Ledger
Creation screen

1. Name: Purchases
2. (alias): Skip field 
3. Under: Select Purchase Accounts from List of Groups.
4. Cost centres are applicable?: Yes
5. Inventory Values are affected?: Yes
6. Opening Balance (on 1-Apr-2005): Skip field 

Figure 3.6 Ledger Creation –  Purchases 

7. Press Y or Enter to Accept the screen.

Similarly, create the following Ledgers.

Ledger Name Under Group Cost Centre Applicable Inventory Values are 
Affected

Sales Sales Accounts Yes Yes
Service Charges Direct Expenses Yes No
Travel Expenses Indirect Expenses Yes No
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3. Creation of Customer and Supplier accounts
i. Create Customer and Supplier ledger accounts.

Go to Gateway of Tally > Accounts Info > Ledgers > Single Ledger > Create to view the Ledger
Creation screen

� Hitech Computers (Under Sundry Creditors).
� Softech Solutions (Under Sundry Debtors).

Note: Create Capital Account Under Capital Account Group and enter Rs.500000 as Opening
Balance for Capital and Cash account.

4. Creation of Godowns dedicated to jobs
Dedicated Godowns are created to keep track of stocks transferred, consumed and manufactured
for each job. The Godowns can be geographical locations or persons responsible for stock
handling.

i. Create the following Godowns.
Create a Dedicated Godown responsible for holding stocks for a default job and a normal Godown,
used regularly and not assigned to any particular job.

Go to Gateway of Tally > Inventory Info > Godowns > Single Godown > Create to view the
Godown Creation screen

1. Name: Ramesh
2. (alias): Skip field 
3. Under: Select Primary from List of Godowns
4. Allow storage of materials?: Yes
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5. Default Job Name: Select Softech Upgrading Job from List of Job/Project

Figure 3.7 Godown Creation – Ramesh

6. Press Y or Enter to Accept the screen.

Similarly, create all the Godowns as shown in the following table.

5. Creation of Units of Measure
Unit of Measure is created to measure the stock items.

i. Create Units of Measure Æ Numbers

Go to Gateway of Tally > Inventory Info > Units > Create to view the Unit Creation screen.

GODOWN 
NAME UNDER

ALLOW STORAGE 
OF MATERIALS DEFAULT JOB NAME

Suresh Primary Yes Softech Upgrading Job
Mahesh Primary Yes Softech New Systems Job
Stores Primary Yes Not Applicable
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1. Ensure that the details are as shown in the following screen.

Figure 3.8 Unit Creation –  Numbers

2. Press Y or Enter to Accept the screen.

6. Creation of Stock Items
i.Create the following Stock Item.

Go to Gateway of Tally > Inventory Info > Stock Items > Create to view the Stock Item Creation
screen.

1. Name: Mother Boards
2. (alias): Skip field 

3. Under: Select Primary from List of Groups
4. Units: Select Nos from Units list

5. Rate of VAT: Skip Field

6. Opening Balance: Do not enter any details

Figure 3.9 Stock Item Creation – Mother Boards

7. Press Y or Enter to Accept the screen.
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Similarly, create the following Stock Items. 

Create Computers as Stock Item. 

Go to Gateway of Tally > Inventory Info > Stock Items > Create to view the Stock Item Creation
screen.

1. Name: Computers
2. (alias): Skip field 

3. Under: Select Primary from List of Groups
4. Units: Select Nos from Units list

5. Rate of VAT: Skip Field

6. Press F12: Configure, set Allow Component list details (Bill of Materials) to Yes and Accept the
screen.

Figure 3.10 F12: Confiigure

7. Set Components (BOM) to Yes.

Stock Item Under Units
HDD Primary Nos
Monitors Primary Nos
CPU Primary Nos
Keyboard Primary Nos
Mouse Primary Nos
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In the List of Components screen, 
Define the Unit of Manufacture as ‘1’ and Type the names of the components and godown details as
given  in the following table:   

Figure 3.11 Components List

Note: New systems jobs are despatched from Mahesh Godown.

9. Opening Balance: Do not enter any details.

Figure 3.12 Stock Item Creation – Computers

10. Press Y or Enter to Accept the screen.

7. Creation of Voucher Type and Voucher Class for Stock Journals
In Tally, stock journals are used for the following purposes.

� To record stages in the manufacturing process.
� To record transfer of materials between godowns. 

 Item Godown Qty (Nos)
Monitors Mahesh 1
CPU Mahesh 1
Keyboard Mahesh 1
Mouse Mahesh 1
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� To record consumption of materials for Job Costing.

Create three new voucher types to deal with scenarios in a manufacturing as well as non-manufac-
turing environment. 

i. Create Voucher Type and Voucher Class for Stock Transactions
a. Creation of a Voucher Type  Æ Manufacturing Journal 

Go to Gateway of Tally > Inventory Info. > Voucher Types > Create to view the Voucher Type
Creation screen

1. Name: Manufacturing Journal 
2. Type of Journal: Stock Journal
3. Abbr.: Mfg 
4. Accept the other fields as shown in Figure 3.13

5. Set Use as a Manufacturing Journal to Yes.

Figure 3.13 Voucher Type Creation – Manufacturing Journal

6. Press Y or Enter to Accept the screen.

b. Creation of Transfer Journal for transfer of stock between Godowns
Voucher classes are available when stock journals are not used as manufacturing journals (manu-
facturing journals do not have voucher class as of now). The options available for classes are as
follows.
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� Use class for inter Godown transfers.
� Use class for Job Costing consumption.

Create a  Transfer journal under Stock Journal which is used for inter-godown transfers.

Go to Gateway of Tally > Inventory Info. > Voucher Types > Create to view the Voucher Type
Creation screen

1. Name: Transfer Journal
2. Type of Journal: Stock Journal
3. Abbr.: Transfer
4. Accept the other fields as shown in Figure 3.15 

5. Ensure Use as a Manufacturing Journal is set to No.

6. Name of Class: Type Class name as Transfer 
Note: Create this class to record the inter-godown transfers.

7. Press Enter and set Use Class for Inter-Godown Transfersto Yes.

Figure 3.14 Transfer Class

Note: Retain the other default fields.

Figure 3.15 Voucher Type Creation Transfer Journal
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8. Press Y or Enter to Accept the screen.

c. Creation of Stock Journal  for Consumption
Create a New Stock Journal to be used for Consumption.

Go to Gateway of Tally > Inventory Info > Voucher Types > Create to view the Voucher Type
Creation screen.

1. Name: Consumption Journal
2. Type of Journal: Stock Journal
3. Abbr.: Consumption
4. Accept the other fields as shown in Figure 3.17 

5. Ensure Use as a Manufacturing Journal is set to No.

6. Name of Class: Type Consumption as name of class.

7. Press Enter and set Use Class for Inter-Godown Transfers to No and set Use Class for Job
Costing Consumption to Yes.

Figure 3.16 Consumption Class

Note: Retain the other default fields.

Figure 3.17 Voucher Type Creation Consumption Journal
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8. Press Y or Enter to Accept the screen.

3.3 Transactions and Reports

LIST OF TRANSACTIONS
SL.NO DATE TRANSACTIONS

3.3.1 Common Transactions for both the jobs
 1) 1-4-2005 On receipt of orders from Softech solutions, Perfect Computers plans 

to buy and store components required for the execution of jobs.
It placed an order with Hitech Computers for the following items.

i. Make an entry of the transaction in a Receipt Note
Go to Gateway of Tally > Inventory Vouchers > Alt + F9 to view Receipt Note entry screen
1. Press F2 to change voucher date. Type 1-4-2005.
2. Party’s A/c Name: Select Hitech Computers from List of Ledgers Accounts.
3. Order Details: Accept the default screen.
4. Purchase Ledger: Select Purchases from List of Ledger Accounts.
5.Select Mother Boards from List of Items.
6. Item Allocation screen displays. Enter the following details.

Tracking Numbers: Many businesses deliver stock with a delivery note or a challan and the 
bill is raised later. There may be a situation where you raise a bill first and then deliver the 
goods against the bill raised or receive the goods later against a purchase bill. In either case it 
is important to ‘track’ the delivery or receipt of inventory against the bill. Tally has a facility 
called Tracking Numbers to achieve the same.

Stock Name Quantity Rate per Unit Value
Mother 
Boards

12 6000 72000

HDD 12 2000 24000
Mointors 22 5000 110000
CPU 22 10000 220000
Keyboard 27 1250 33750
Mouse 27 500 13500

Total Value 473250

Tracking No Godowns Quantity Rate Amount
Select 1 from List of 
Tracking Numbers

Stores 12 Nos 6000 72000 automatically dis-
plays
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7. Ensure that the Item Allocation details for the other items are as follows.

8. The Receipt Note screen displays as shown

Figure 3.18 Receipt Note – 1 April 2005 

2) 2-4-2005 Purchase bill received from Hitech Computers for the supply booked.
i. Make an entry of the transaction in a Purchase Voucher
Go to Gateway of Tally > Accounting Vouchers > F9 to view Purchase entry voucher 

screen.
Note: Ensure that the Purchase Voucher is in Invoice mode.
1. Press F2 to change voucher date. Type 2-4-2005.
2. Party’s A/c Name: Hitech Computers.
3. Receipt Details: Select 1 from the List of Tracking Numbers (Refer Note on Tracking 
Numbers).

Name of Item Tracking No Godown Quantity Rate Amount
HDD 1 Stores 12 Nos 2000 24000
Monitors 1 Stores 22 Nos 5000 110000
CPU 1 Stores 22 Nos 10000 220000
Keyboard 1 Stores 27 Nos 1250 33750
Mouse 1 Stores 27 Nos 500 13500
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4. Press Enter until Bill-Wise Details for: Hitech Computers displays. Enter the details as 
shown in the following table. 

Figure 3.19 Purchase Voucher – 2 April 2005

5. Press Y or Enter to Accept the screen.

Type of Ref. Name Amount Dr/Cr
New Ref HC-1 473250 Cr
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Go to Gateway of Tally > Display > Statements of Inventory > Godowns > Primary > 
Alt+F1 to view the Godown summary of stocks.

Figure 3.20 Godown Summary

Transactions to be entered henceforth are specific to jobs.

3.3.2 Reports for Job Costing Introduction
Reports for job work analysis are generated

�  where service is output.
�  where product is output.
� where a comparative analysis of jobs is required.

For illustrative purposes, the reports of only completed jobs are viewed. However, job work 
analysis can be viewed at any stage of the job.

Go to Gateway of Tally > Display > Statement of Accounts > Cost Centres > Job Work
Analysis

Select the Job to view the Job Work Analysis report.

Note: View the report at the end of each transaction to understand how the transactions affect 
Job Costing.
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3.3.3 Recording of transactions for Upgrading Old Systems Job
3) 3-4-2005 Perfect Computers has employed Ramesh and Suresh for the upgrad-

ing jobs. The following components are issued to them on 3-4-2005 for 
the upgrading job.
Details of Stock issued to Ramesh.

Details of Stock issued to Suresh.

i. Make an entry of the transaction in a Transfer Journal
Go to Gateway of Tally > Inventory Vouchers > Alt + F7 to view the Voucher Type screen.
1. Ensure the Voucher Type screen displays as shown.

Figure 3.21 Voucher Type – Transfer Journal

2. Press F2 to change voucher date. Type 3-4-2005
3. Destination Godown: Ramesh
4. Enter the following details.

Name of Item Godown Quantity Rate Value
Mother Boards Stores 6 6000 36000
HDD Stores 6 2000 12000

Total 48000

Name of Item Godown Quantity Rate Value
Mother Boards Stores 6 6000 36000
HDD Stores 6 2000 12000

Total 48000

Name of Item Godown Quantity Rate Value
Mother Boards Stores 6 6000 36000
HDD Stores 6 2000 12000
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Note: Rate and Amount are automatically displayed.

Figure 3.22 Transfer Journal – 3 April 2005

5. Press Y or Enter to Accept the screen.
ii. Similarly, make an entry in a Transfer Journal selecting Suresh as the Destination Godown 
and ensure that the date is 3-4-2005.
4) 5-4-2005 Consumption of materials

When materials are consumed for jobs, an entry must be passed for 
materials consumed at each logical Godown.
Ramesh and Suresh found that eight systems needed replacement of 
Mother Boards and HDD. Their respective consumption has to be 
recorded as a job cost.

Name of the Item Godown Quantity Rate Value
Mother Boards Ramesh 4 6000 24000
Mother Boards Suresh 4 6000 24000
HDD Ramesh 4 2000 8000
HDD Suresh 4 2000 8000

Total 64000
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i. Make an entry of the transaction in a Consumption Journal
Go to Gateway of Tally > Inventory Vouchers > Alt + F7 to view the Voucher Type screen.
1. Select Consumption Journal as Voucher Type
2. Select Consumption as Voucher Class
3. Ensure that the screen displays as shown.

Figure 3.23 Consumption Journal – 5 April 2005

 4. Press Y or Enter to Accept the screen.

Note: After recording the above entry, the stock available in the Dedicated Godowns comes 
down. The value is considered for consumption of materials for the job during job work analy-
sis.

A Manufacturing Journal can also be used to obtain the same result, the difference being 
voucher class cannot be used and the journal should not have any output produced.
5) 6-4-2005 Both direct and indirect expenses can be recorded through accounting 

vouchers by assigning them to job cost centres.
Perfect Computers made cash payment of Rs.62500 as Service 
Charges and Rs.25000 as Travel Expenses, collectively to Ramesh 
and Suresh on 6-4-2005. The costs  were assigned to Softech Upgrad-
ing Job.
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i. Make an entry of the transaction in a Payment Voucher
1. Account: Cash
2. Select Service Charges from List of Ledger Accounts, enter 62500 in the Amount field 

and press Enter to view the Cost Allocations screen.
3. Select Softech Upgrading Job from List of Cost Centres.

Figure 3.24 Cost Allocations for Service Charges

4. Select Travel Expenses from List of Ledger Accounts, enter 25000 in the Amount field 
and press Enter to view the Cost Allocations screen.

5. Select Softech Upgrading Job from List of Cost Centres.
6. Press Y or Enter to Accept the screen.
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Go to Gateway of Tally > Display > Statement of Inventory > Godowns > Primary > 
Alt+F1 to view the Godown summary of the stocks.

Figure 3.25 Godown Summary

6) 6-4-2005 Ramesh and Suresh successfully completed the upgrading job at 
Softech Solutions. Perfect Computers raises an invoice on 6-4-2005 
for the upgrading job.

i. Make an entry of the transaction in a Sales Voucher as Accounts Invoice
1. Party’s A/c Name: Softech Solutions
2. Despatch Details: Accept the default screen.
3. Select Sales from List of Ledger Accounts, enter 187500 in the Amount field and press 

Enter once to view Cost Allocations for: Sales screen.
4. Select Softech Upgrading Job from List of Cost Centres.  
5. Press Enter thrice to view the Bill-Wise Details screen.
6. Ensure that the Bill-Wise Details for: Softech Solutions is as shown.

7. Press Y or Enter to Accept the screen.

Type of Ref Name Due Date, or Credit Days Amount Dr/Cr
New Ref STS -1 ----- 187500 Dr.
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7) 6-4-2005 As the job is done, Ramesh and Suresh returned the remaining com-
ponents on 6-4-2005 to the stores.

i. Make an entry of the transaction in a Stock Journal
Note: Ensure that the Voucher Type is Transfer Journal and Voucher Class is Transfer.
1. Enter the details as shown.

Figure 3.26 Transfer Journal – 6 April 2005

2. Press Y or Enter to Accept the screen.
After recording the above transaction, stock value will not change but will be represented from 
the transferred Godowns. In job work analysis the stock available at the Dedicated Godowns 
will get reduced, but there will not be any change in the consumption of material for the job.

Name of 
the Item

Godown Quantity Rate

Mother 
Boards

Ramesh 2 6000 12000

HDD Ramesh 2 2000 4000
Mother 
Boards

Suresh 2 6000 12000

HDD Suresh 2 2000 4000
Total value of components returned 32000

Amount
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Go to Gateway of Tally > Display > Statements of Inventory > Godowns > Primary > 
Alt+F1 to view the Godown summary of the stocks.

Figure 3.27 Godown Summary at the end of Upgrading Job
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3.3.4 Job Work Analysis where Service is Output

Job Work Analysis for Softech Upgrading Job
Go to Gateway of Tally > Display > Statement of Accounts > Cost Centres > Job Work 
Analysis > Softech Upgrading Job

Figure 3.28 Job Work Analysis – Softech Upgrading Job
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3.3.5 Material Consumption Summary
Material consumption summary is a report which shows the total material consumed at the 
Dedicated Godowns for the job. From the job work analysis report, place the cursor on the 
consumption report and press Enter.
The Material Consumption Summary displays.

Figure 3.29 Material Consumption Summary
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3.3.6 Godown Summary
The Godown summary can be viewed by choosing the particular Godown. 

Figure 3.30 Godown Summary – Suresh

Note: The Godown Summary, viewed through the Menu,displays all Godowns whereas the 
Godown Summary, viewed by drilling down from job work analysis report, displays only 
godowns specific to the job.
3.3.7 Recording of transactions for New Systems Job1
8) 7-4-2005 The following components are issued to Mahesh from the stores on 7-

4-2005 for new systems configuration job of Softech Solutions.
Details of Stock issued to Mahesh.

Name of the Item Godown Quantity Rate Value
CPU Stores 15 10000 150000
Monitors Stores 15 5000 75000
Keyboard Stores 15 1250 18750
Mouse Stores 15 500 7500

Total 251250
88                                                                                                                                                                           © Tally (India) Pvt Ltd 2006



                                                                                                               Job Costing 
i. Make an entry of the transaction in a Stock Journal
Note: Ensure that the Voucher Type is Transfer Journal and Voucher Class is Transfer.
1.Designation Godown: Mahesh
2.Ensure the entry is as shown in the following table.

9) 8-4-2005 Manufacturing of finished product
Using the above components, Mahesh produced 15 computer sys-
tems on 8-4-2005. When components are converted into finished com-
puter systems for the job, a manufacturing entry must be passed.
Once the entry is passed,

� Components get reduced and finished computer systems are 
added in the respective dedicated Godowns.

� Aggregate of consumed components value for each Godown 
will be taken for consumption value for job work analysis.

� Finished computer systems value will be considered as 
inward.

i. Make an entry of the transaction in a Manufacturing Journal
Go to Gateway of Tally > Inventory Vouchers > Alt + F7 to view the Voucher Type screen.
1. Select Voucher Type as Manufacturing Journal

Name of the Item Godown Quantity Rate Value
CPU Stores 15 10000 150000
Monitors Stores 15 5000 75000
Keyboard Stores 15 1250 18750
Mouse Stores 15 500 7500

Total 251250
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2. Enter the details as shown.

Figure 3.31 Manufacturing Stock Journal – 8 April 2005

3. Press Y or Enter to Accept the screen.

Additional costs can be added to finished goods as they will not affect the consumption value 
of the job, but only closing stock value for inventory valuation.

As Service Charges and Travelling Expenses are expected to be incurred in the production of 
the required (15) computer systems, the same can be added to the stock valuation of the com-
puters.
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Go to Gateway of Tally > Display > Statements of Inventory > Godowns > Primary > 
Alt+F1 to view the Godown summary of the stocks.

Figure 3.32 Godown Summary after manufacturing of systems 

10) 8-4-2005 Perfect Computers paid Mahesh Service charges of Rs. 62500 and 
Travel Expenses of Rs. 25000.

i. Make an entry of the transaction in a Payment Voucher
1. Account: Cash
2. Service Charges Æ 62500 and press Enter once to view Cost Allocation for: Service 

Charges screen.
3. Select Softech New Systems Job from List of Cost Centres and press Enter once.
4. Travel Expenses Æ 25000 and press Enter once to view Cost Allocation for: Travel 

Expenses screen.
5. Select Softech New Systems Job from List of Cost Centres. 
6. Press Y or Enter to Accept the screen.
11) 8-4-2005 Mahesh delivered 15 new systems to Softech Solutions. The agreed 

price is Rs. 25000 per system. 
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i. Make an entry of the transaction in a Delivery Note
Go to Gateway of Tally > Inventory Vouchers > Alt + F8 to view the Delivery Note.
1. Party’s A/c Name: Softech Solutions
2. Order Details: Accept the default screen.
3. Sales Ledger: Sales
4. Select Computers from List of Items and press Enter once to view the Item Allocation for: 

Computers screen.
5. Select Tracking No: 1 and Accept the Item Allocation screen.
Ensure that the Item Allocation for: Computers is as shown.

6. Press Y or Enter to Accept the Delivery Note.
12) 8-4-2005 Perfect omputers raises a sales invoice of Rs. 375000 at the rate of 

Rs. 25000 per system for15 New systems delivered by Mahesh.
i. Make an entry of the transaction in a sales item invoice
1. Party’s A/c Name: Softech Solutions
2. Despatch Details: Select Delivery Note No 1 and Accept the default Despatch Details 

screen.
3. Sales Ledger: Sales
4. Accept the default sales screen.

Godown Quantity Rate Amount
Mahesh 15Nos 25000 375000
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Go to Gateway of Tally > Display > Statements of Inventory > Godown > Primary > Alt+F1 
to view the Godown summary of the stock.

Figure 3.33 Godown Summary after completion of New Systems Job
 © Tally (India) Pvt Ltd 2006                                                                                                                                                                          93



Job Costing 
3.3.8 Job Work Analysis where Product is Output
Job Work Analysis can be viewed for jobs resulting in deliverable products in the same way as 
for jobs resulting in deliverable services.
Go to Gateway of Tally > Display > Statement of Accounts > Cost Centres > Job Work 

Analysis > Softech New Systems Job

Figure 3.34 Job Work Analysis – Softech New Systems Job

By drilling down the report, Material Consumption Summary and Godown Summary can be 
viewed in a similar way as done for the Softech Upgrading Job.
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3.3.9 Comparative analysis of jobs
Perfect Computers would like to compare the total jobs executed by them to Softech Solutions. 
Go to Gateway of Tally > Display > Statement of Accounts > Cost Centres > Job Work 
Analysis > Softech Upgrading Job > Select New Column from the Buttons bar and Select 
Softech New Systems Job
Select any number of Jobs as required. For a combined performance of all jobs set Show 
Total Column in F12: Configuration screen to Yes.
Press F12: Configure. Make the settings as shown.

Figure 3.35 Configuration

Accept the Configuration screen to view the summary of Jobs Performed for Softech Solu-
tions.

Figure 3.36 Summary of Jobs Performed for Softech Solutions
 © Tally (India) Pvt Ltd 2006                                                                                                                                                                          95



Job Costing 
Summary
On completion of this lesson, you should be able to

� Enable and capture job costing details in Tally.
� Record consumption of materials for jobs.
� Generate Job report for each job carried out in multiple godowns.
� Compare and analyse jobs.
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Lesson 4: Payroll 
Lesson Objectives
On completion of this lesson, you will be able to

� Create employee master configuration.
� Record statistical data like attendance and overtime.
� Generate payment of salary through Bank advice.
� Generate various other reports required by the management.

Introduction

Payroll involves maintaining records of the employees’ salary under pay heads, statutory and non-
statutory deductions, attendance/absence records, pay cheques and taxes (if any).

The payroll function helps to prepare an organisation’s payroll in accordance with the latest pay
structure and ensure that the employment is well within the valid work permit. It facilitates accurate
and timely employee payments, after considering all statutory and non-statutory deductions in con-
formance with terms of employment, company policy and law of the land. 

4.1 Payroll function in Tally
The key features of the Payroll function of Tally are as follows.

� Integration with accounts.
� User-defined pay components.
� A flexible user definable criterion for simple and complex calculations.
� Unlimited grouping facility of employees.
� Unlimited attendance records based on user defined units like days, weeks or units pro-

duced and so on.
� Employee-wise cost reports.
� Statutory compliance. 
� Auto fill options for attendance, payroll and salary payment voucher. 
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Consider the following example. Bharath Consultancy is a company formed on 1-4-2005 whose
financial year is the calendar year. The company offers software consultancy and has two depart-
ments, namely Sales and Administration.

The company considers the following scenarios.

� Creation of a pay structure for a department.
� Creation of employee masters in Tally, including those covered under Work Permit.
� Appointment of an employee in the middle of a month.
� Revision of pay.
� Resignation of an employee.
� Generation of various reports.

Create a company in Tally version 7.2 Release 2.1

Go to Gateway of Tally > Company Info > Create Company 

1. The Company Creation screen displays as shown.

Figure 4.1 Company Creation screen
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COMPANY CREATION – BHARATH CONSULTANCY
FIELD DATA TO BE ENTERED

Directory Enter the path in which you want to save the company.
Name Bharath Consultancy
Mailing Name Bharath Consultancy
Address Level 10,

Commerce@Mantri,
Bannerghatta Road,
Bangalore 
India

State Karnataka
PIN Code 560001
E-Mail Address accounts@bharath.com
Use Indian VAT? No
VAT TIN Skips field
Local Sales Tax Number 963521500
Inter-States Sales Tax Number 8563416
Income-Tax Number ACGJ569596
Currency Symbol Skips field 
Maintain Accounts with Inventory
Note: Payroll function can also be used by companies using the Accounts only option.
Financial year from 1-4-2005 
Books beginning from 1-4-2005
Tally/Vault Password (if any) Skips field 
Use security control No

BASE CURRENCY INFORMATION
FIELD DESCRIPTION

Base Currency symbol Pre-set as a default currency - Rs.
Formal Name Complete name for the currency symbol. By default, 

this is set to Indian Rupees.
Number of decimal places By default, this is set to 2.
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2. The completed Company Creation screen displays as shown.

Figure 4.2 Company Creation screen Completed

3. Accept the screen. 

4.2 F11: Features
In F11: Features, set the following to Yes.

� Maintain Payroll.
� More than one Payroll/Cost Category.

Show amounts in millions? Tally caters to currencies where the different parts of 
large amounts are called by special names. By default, 
this is set to No.

Is symbol suffixed to amounts? By default, this is set to No. For example, In India, the 
‘Rs’ symbol in placed in front of amounts. 

Put a space between amounts and 
symbol?

By default, this is set to Yes.

Symbol for Decimal Portion By default, this is Paise.
Decimal Places for Printing 
Amounts in Words

By default, this is set to 2.
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 The completed Company Features screen displays as shown.

Figure 4.3 F11: Features Company Operations Alterations

4.3 F12: Configure
Configuration settings affect all companies maintained in the same data directory. 
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Go to Gateway of Tally > F12:Configuration > Payroll Configuration

Figure 4.4 Payroll Configuration

The configuration settings available in payroll reports and salary payments are discussed in the
section on Reports and Transactions.

4.4 Master Configuration
The following masters are required to capture and generate payroll information.

� Necessary ledgers required for Pay heads, Salary payable account and Bank account.
� Units required to record absenteeism and Over Time. Units can be defined in Time, or other 

dimensions like Units Produced in the case of Piece rate.
� Attendance or Production Types are required to calculate the pay components in terms of 

units created as above.
� Creation of basic pay structure for a group which can be copied for employees created 

under it.
� Creation of an employee record and a brief introduction to the Calculation Types used.

FIELD DESCRIPTION
Information in Payment Advice It contains text which appears on the bank advice for 

salary transfer instruction.
Use PF/ESI/IT PAN Details in Payroll? Set this field to Yes. 
Use Passport/Visa Details in Payroll? Set  this field to Yes.
Use Contract Details in Payroll? Set this field to Yes.
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� Details on passport, visa and work permit validity.
� Creation of voucher class which aids automation of payroll voucher entry.

4.5 Ledger Creation

To create a ledger, 

Go to Gateway of Tally > Accounts Info > Ledger > Single Ledger Create
The general description of the fields used in ledger creation is as follows.

 

Tally Group Application
Indirect Expenses Pay Heads like Basic, House Rent Allowance, etc.
Direct Expenses Wages and other direct labour expenses.
Current Liabilities Accounts Heads like Salary payable account.
Provisions Accounts Heads like Gratuity liability.
Loans & Advances (Assets) Used for Loans and Advances given to the employees.

Name Name of the Ledger
Group Under which 
ledger is created

Payroll feature is enabled only when the ledger is created under 
selective groups.

Use for Payroll This is a new field which has to be set Yes to be used in payroll func-
tion.

Apply slab rates This field can be used where the amount to be entered on the ledger 
depends on slab rate applied on a pay component value basis.

Pay Head type This selection identifies the ledger with pay heads.
Select Earning if it is an income to the employee in the pay structure.
Select Deduction if it is a deduction from the employee’s pay in the 
pay structure.
Select Not applicable if it is not part of the pay structure.

Used for Gratuity Select Yes if the ledger/ pay head is considered as part of eligible sal-
ary for the gratuity calculation report. It appears only when the pay 
head type is selected as Earnings.

Appears in Pay Slip Yes if it appears on Pay Slip.
Name to appear in 
Pay Slip

By default, it is ledger name. You can rename it. 
Example: House Rent Allowance Ledger appears as HRA in Pay 
Slip.
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Create the following Ledgers.

Note: Set the field Use For Payroll? to Yes in all ledgers except Bank account ledgers. 

Sl 
No

Ledger Group Apply 
Slab 
Rates

Pay Head 
Type

Used for 
Gratuity

Appears 
in Pay- 
slip

Name to 
appear in 
Payslip 

1) Basic Indirect 
Expenses

No Earning Yes Yes Basic

The Ledger creation of Basic displays as shown .

Figure 4.5 Ledger Creation Basic 

Sl 
No

Ledger Group Apply 
Slab 
Rates

Pay Head 
Type

Used for 
Gratuity

Appears 
in Pay- 
slip

Name to 
appear in 
Pay Slip 

2) House 
Rent Allow-
ance

Indirect 
Expenses

No Earning No Yes HRA

3) Convey-
ance 
Allowance

Indirect 
Expenses

No Earning No Yes Convey-
ance

4) Variable 
Pay

Indirect 
Expenses

No Earning No Yes Incentive

5) Overtime Indirect 
Expenses

No Earning No Yes OT
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6) Salary 
Payable

Current 
Liabilities

No Not Appli-
cable

___ ___ ___

7) State Bank 
of India

Bank 
Accounts

___ ___ ___ ___ ___

8) ESI 
Employ-
ees Paya-
ble

Current 
Liabilities

Yes Deduc-
tion

___ Yes ESI

Ensure that the Slab Rate Details for: ESI Employees Payable are as shown in the following 
figure.

Figure 4.6 Slab Rate Details for: ESI Employees Payable

9) EPF 
Employ-
ees Paya-
ble

Current 
Liabilities

Yes Deduc-
tion

___ Yes EPF

Ensure that the Slab rates are as shown in the following table.

10) Profession 
Tax

Current 
Liabilities

Yes Deduc-
tion

___ Yes Profes-
sion Tax

Effective 
From

Amount 
Upto

Value 
Basis

1-4-2005 6,499.00 12%
780
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Apart from the above ledgers, create Gratuity Expenses (Provisional) Account to get Provisional
Gratuity liability report for the employer at any given period.

Gratuity is a monetary benefit paid by the employer to the employee at the end of the employment
for the services rendered over a period of employment, either by law or otherwise. Usually, it is linked
to the period of service.

Gratuity is calculated provisionally at the end of each financial period to assess the possible liability
of the company towards its employees.

Gratuity Provision Account is created to capture the details required for calculation of gratuity.

Gratuity is calculated based on selective salary components.

The formula used for Gratuity calculation for reporting purpose is as follows.

Gratuity calculation = A X B X C where A, B and C are as described in the following table.

* Eligible salary for the purpose is sum of pay heads covered in employee’s latest eligible pay
structure for the period concerned whose ledgers for Use for Gratuity are set to Yes, provided
Gratuity is part of one of the pay structures.

# Served period is computed from the date of joining to the ending date of calculation period.

Ensure that the Slab rates are as shown in the following table.

11) Loans & 
Advances 
to Employ-
ees

Loans & 
Advances 
(Asset)

No Deduc-
tion

___ Yes Loans & 
Advances

A X B X C
(Latest eligible salary * 
for Gratuity/ Number of 
days in a month to be 
considered)

Number of days’ pay eli-
gible for the total months 
covered in the respective 
slab period.

Served period #(in pro-
portionate years) in the 
respective slabs.
Note: Served period may 
be proportionate like 11 
years, 10 months and 5 
days.

Effective 
From

From 
Amount

Amount 
Upto

Value 
Basis

1-4-2005 2,999.00 0
2,999.00 4,999.00 30
4,999.00 7,999.00 60
7,999.00 9,999.00 100
9,999.00 14,999.00 150

14,999.00 __ 200
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When Served period covers more than one slab, the formula should be applied for all slabs covered
and the total of all calculation will form the gratuity amount provisional for the employee.

When the classification As Gratuity is selected, the following information must be provided.

i. Create a Group Gratuity Cost (Provisional) Under Indirect Expenses.

Note: The purpose of creation of Group is detailed in Payroll Voucher Class Creation.

ii. Create ledger Gratuity Expenses (Provisional) for calculation of Gratuity for employees.

To view the Ledger creation screen,
Go to Gateway of Tally > Accounts Info > Ledger > Single Ledger Create 

1. Name: Gratuity Expenses (Provisional)
2. Under: Gratuity Cost (Provisional)
3. Use For Payroll: Yes
4. Apply Slab Rates: No
5. Pay Head Type: Not Applicable
6. Pay Head Classification: Select Gratuity from Pay Head Classification list to view the Slab

Rate details for Gratuity Calculation screen.

Gratuity Days in a 
Month

The number of days per calendar month varies from 28 to 31. Mention 
the days considered consistently for all employees, irrespective of their 
month of leaving. It can also be fixed by law.

Number of months 
From & To

The months upto which the eligible days are applicable in the Slab 
system beginning from the Date of Joining.

Eligibility days for 
gratuity calculation 
per year

Number of days’ pay given as gratuity for the entire slab. If the slab 
period has not ended, then the slab is applied based on number of 
months covered in the previous slab. If number of days eligible is zero 
(0), then eligible days mentioned in the next slab is considered.
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7. Enter the values as shown in the following figure.

Figure 4.7 Slab Rate Details For Gratuity Calculation

8. The completed Gratuity Expenses (Provisional) Ledger creation screen displays as shown.

Figure 4.8 Ledger Creation Gratuity Expenses (Provisional)
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4.6 Units (Time/ Work)
Create units to record the attendance used in calculation of Pay. In Payroll, units are used to facilitate
calculation of pay head value based on attendance or production, which in turn would be expressed
in units such as Day, Hour or Quantity.

By default, Tally has the Simple Unit, Months, using the symbol Mth.

The attendance can be either positive like days worked, or negative like days absent.

In the illustration, define pay structure for calendar months, record only unpaid leave in days and pay
overtime in hours. As Month is already available, create the Units Time/ Work.

Go to Gateway of Tally > Payroll Info > Units (Time/Work) > Create
1. Type: Simple
2. Symbol: Day
3. Formal Name: Days
4. Number of Decimal Places: 0
Note: Decimal places can be set to 1 to record half a day’s leave.

Figure 4.9 Units Creation Day

5. Press Enter or Y to Accept the screen

ii. Similarly, create Hours as a unit to be used in Overtime Attendance.

As pay astructure is expressed in terms of Months and leave records are maintained in Days, a
Compound Unit has to be created to establish a relationship between Months and Days.

Go to Gateway of Tally > Payroll Info > Units (Time/Work) > Create
1. Type: Compound
2. First Unit: Mth
3. Conversion: 30
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4. Second unit: Day

Figure 4.10 Units Creation Compound

5. Press Enter or Y to Accept the screen

4.7 Attendance/ Production Type
Attendance/ Production Type are created when a salary component (pay head: earning or deduction)
is calculated using attendance or production. For example, Tally provides the flexibility of recording
and using working days or unpaid leave days in the calculation of pay. 

To create Attendance Types,
Go to Gateway of Tally > Payroll Info > Attendace/Production Types > Create 

1. Name: Unpaid Leave
2. Under: Primary
3. Unit: Mth of 30 Day

Figure 4.11 Attendance/Production Type Creation

4. Press Enter or Y to Accept the screen.

ii. Similarly, create Overtime Under Primary and select Hrs as Unit.

4.8 Employee Master Configuration
Employee Masters can be created for groups as well as individuals.

Employee Group Configuration groups employees under Line of Business or Function. It can also
be used as a template of broad pay structure for all employees created under the group. 
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Individual Employees Configuration maintains personal details, date of joining, function, designa-
tion, location, pay structure applicable to each employee along with details of earnings, deductions
and basis of computation.

Employees and Employee Groups are cost centres which are set as employee masters in Tally.
Hence, budgets can be fixed for employee master like any other cost centre.

4.9 Creation of Employee Group
Create two Employee Group Masters for

� Administration 
� Sales

The general description of the fields used in master creation is as follows.

Name Enter Employee or Employee Group name. In this example, enter 
Administration.

Under The groups and sub-groups under which the master is created. In this 
case, it is Primary.

Copy parent values If the master is not created under Primary, there is an option to copy the 
pay structure of its parent group.

Behave like Group Attendance register and personal details needs to be maintained only 
for employees. When set to Yes (as in this case) the group will not be 
treated as individual employee. If set to No, the master is prepared for 
individual employees.
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Go to Gateway of Tally > Payroll Info > Employees > Create

Figure 4.12 Employee Group Creation Administration

ii. Similarly, create Sales Under Primary.

Migration of existing cost centre to employee group
The existing cost centres, specifically maintained for employee cost, can be changed to employee
group or individual employee (if it is maintained for an individual employee) by altering the cost
centre as shown. 

Figure 4.13 Cost Centre Alteration to Employee Group

Note: Cost Centres, once converted to Employee Masters, cannot be re-converted  to normal Cost
Centres.
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4.10 Creation of Individual Employee Master
Create the records of Mr. Vijay who joined Bharath Consultancy as Manager, Administration on 1-4-
2005.

Mr. Vijay’s pay structure, effective 1-4-2005, is as follows.

.

Go to Gateway of Tally > Payroll Info > Employees > Create
1. Category: Primary Cost Category
2. Name: Vijay
3. Under: Administration

Basic Rs. 10,000 per Calendar Month
HRA 40% of Basic
Conveyance 800 Flat per month
Overtime Rs. 55 per hour
Variable pay As per performance evaluation by management
Gratuity Expenses (Provi-
sional)*

* Only for reporting purpose                     
Gratuity is included only for management reporting

EPF Employees Payable Company pays 12% on Basic pay which is eligible for PF 
subject to the salary ceiling of Rs. 6500

ESI Employees Payable Company pays 1.75% of salary subject to a salary ceiling of 
Rs. 6,500. People who are drawing more than Rs. 6500 
gross salary are not covered under ESI scheme

Professional Tax Professional Tax is deducted as per slab fixed by Karnataka 
statute
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4. Behave Like Group: No 

Figure 4.14 Employee Creation Vijay

5. Enter the details as shown in the following figure.

Figure 4.15 Employees Details Vijay
114                                                                                                                                                                          © Tally (India) Pvt Ltd 2006



                                                                                                                          Payroll 
6. Accept the Employee Details screen to return to the main screen.

Note: Deactivation can be set to Yes for employees working under contract for a period.

The general description of the fields of Pay Structure used in the Employee Master is as follows.

Field Description
Copy Value This field is skipped automatically for the first structure. Whenever 

there is a revision in the pay structure, the earlier pay structure can be 
copied using this field.

Effective From This field sets the date from which the pay structure is effective.
Pay Head Pay Head is the ledger linked with the components of the salary. 

Unless Use for Payroll is set to Yes, ledger will not appear in the pay 
structure.

Calculation Type Calculation Type field is associated with each pay head in pay struc-
ture. Any one of calculation types explained below can be used to
arrive at the pay value. However, this feature can be overridden and
values can be directly entered in the pay slip.

� Monthly Flat Rate
This is used when the value of the pay head is a fixed amount for the
month. The Calculation Type is not dependent on attendance.
Example: Conveyance of 800 flat.

� Pay on Attendance
The Calculation Type is used along with attendance and rate per unit
of attendance. Example: Overtime of 25 per hour.

� Monthly rate – Deduct on attendance
Deduct on attendance considers attendance records as units not
worked and hence has to be deducted from total pay of the pay head.
It is also based on the relationship established between unit used for
recording attendance (day) and unit in which pay is structured
(month).The attendance should use a unit defined in relation to
month.

Example: A month is defined as 30 days in units. Suppose an
employee’s monthly salary is 3000. If he takes 3 days’ leave in
January (consisting of 31 days), then salary per day is considered as
100 (3000/30). His leave salary to be deducted is 300 (3x100) and he
will get a pay of 2700.
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� Calendar Month Rate – Deduct on attendance
The Calculation Type is similar to Nth rate – Deduct on attendance
except that to arrive at per day rate, the monthly rate specified in
employee master is divided by the number of days in the calendar
month. Example: Suppose an employee’s monthly salary is 3000. If
he takes 3 days leave in January, then salary per day is considered as
96.77 (3000/31). His leave salary to be deducted is 290.32 (3x96.77)
and he will get a pay of 2709.67.

� As Computed Value
If pay head value is computed based on the values of either one or
more pay heads already defined in the pay structure, then Tally allows
addition/ subtraction of pay heads already defined in the structure and
multiplication/ division using attendance types. Example: HRA as 40%
of Basic.

� As User Defined Value
This Calculation Type is used when none of the other computational
methodology is applicable. Example: Variable Pay based on financial/
non financial factors.

� On Current Earnings Total
This Calculation Type is used when value of the pay head is
dependent on the total earning pay heads previously defined.

� On Current Deductions Total
This Calculation Type is used when a value of a pay head is
dependant on the total of the deduction pay heads previously defined.

� On Current Sub Total 
This calculation type is used when value of the pay head is dependent
on the net totals of earnings and deductions previously defined.

Attendance/Produc-
tion Type

Attendance/Production Type has been defined earlier. This particular 
field appears for the following Calculation Types.

� Calendar Mth Rate-Deduct on Attd.
� Mth Rate-Deduct on Attd.
� Pay on Attd.

Rate It is the rate applied for the Unit (Work/ Time) to be defined in the next 
column. This field is enabled only when Attendance/ Production Type 
is selected.

Per This field is a Unit of Measure applied for the rate selected above.
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Value Basis This field is enabled only when the following calculation types are not 
selected.

� Calendar Mth Rate-Deduct on Attd.
� Mth Rate-Deduct on Attd.
� Pay on Attd.

This is expressed in terms of percentage when used for the following
Calculation Type.

� As Computed Value.
� On Current Earnings Total.
� On Current Deductions Total.
� On Current Sub Total.

This is expressed in terms of amount when used for the Calculation
Type such as Monthly Flat Rate.

Rounding Method This field is applicable when the Calculation Types applied are as fol-
lows.

� Calendar Mth Rate-Deduct on Attd.
� Mth Rate-Deduct on Attd.
� Pay on Attd.

In other cases, it is applicable when value basis is expressed in terms 
of percentage.
There are four options available.

� Not Applicable
 Decimal points are taken into consideration, amount is not rounded
off.

� Downward Rounding
Decimal points are not taken into consideration, the amount is
rounded off to the lower value.

� Normal Rounding
The amount is rounded off to the nearest currency value.

� Upward Rounding
The amount is rounded off to the higher value.

Rounding Limit Rounding Limit allows the value to be in multiples of the limit speci-
fied. Rounding is based on the rounding method selected.
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7. Enter the details as given in the following table

Effec-
tive 
From

Pay 
Head

Calcula-
tion Type

Attend-
ance/
Produc-
tion 
Type

Rate Per Value 
Basis

Round-
ing 
Method

Limit

1-4-2005 Basic Calendar 
Mth Rate 
Deduct 
on Attd

Unpaid 
Leave

10,000 Mth Skips Auto-
matically

Normal 
Round-
ing

1

Figure 4.16 Employee Creation screen: Pay Head Basic

Effec-
tive 
From

Pay 
Head

Calcula-
tion Type

Attend-
ance/
Produc-
tion 
Type

Rate Per Value 
Basis

Round-
ing 
Method

Limit

Skips 
Automat-

ically

House 
Rent 
Allow-
ance

As Com-
puted 
Value

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

40% Normal 
Round-
ing

1
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Note: Add Head: Select Basic from List of Pay Heads.

Figure 4.17 Employee Creation screen Pay Head HRA

Effec-
tive 
From

Pay 
Head

Calcula-
tion Type

Attend-
ance/
Produc-
tion 
Type

Rate Per Value 
Basis

Round-
ing 
Method

Limit

Skips 
Automat-

ically

Con-
vey-
ance 
Allow-
ance

As 
Monthly 
Flat Rate

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

800 Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

Skips 
Automat-

ically

Over 
Time

Pay on 
Attd.

Over 
Time

55 Hrs. Skips Auto-
matically

Normal 
Round-
ing

1

Skips 
Automat-

ically

Varia-
ble 
Pay

As User 
Defined 
Value

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

Skips Auto-
matically

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally
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Skips 
Automat-

ically

Gratu-
ity 
Expen
ses 
(Provi-
sional)

As 
Monthly 
Flat Rate

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

0 (Please 
refer the 
Note-1 
below)

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

Gratuity pay head has been included only to view the Gratuity Calculation report.
Note: The Pay Head is created only to enable Gratuity reports for the employee. If actual Gra-
tuity provision has been made, it affects the Gratuity Expense (Provisional) Account. 

Skips 
Automat-

ically

EPF 
Emplo
yees 
Paya-
ble

As Com-
puted 
Value

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

100% Normal 
Round-
ing

1

Note: Add Head: Select Basic from List of Pay Heads
Skips 

Automat-
ically

ESI 
Emplo
yees 
Paya-
ble

On Cur-
rent Earn-
ings Total

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

100% Normal 
Round-
ing

1
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Bharath Consultancy appointed the following employees.

Skips 
Automat-

ically

Pro-
fes-
sion 
Tax

On Cur-
rent Earn-
ings Total

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

Skips 
Auto-
mati-
cally

100% Normal 
Round-
ing

1

Figure 4.18 Employee Creation Completed

Name John Smith
Date Of Joining 5-4-2005
Designation Vice President, Sales
Basic Rs. 50,000 per Calendar Month
HRA 40% of Basic
Conveyance Rs. 800 Flat per month
Variable pay As per performance evaluation by management
Gratuity Expenses (Provi-
sional)*

* Only for reporting purpose                     
Gratuity is included only for management reporting
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EPF Employees Payable Company pays 12% on Basic pay which is eligible for PF 
subject to the salary ceiling of Rs. 6500

Professional Tax Professional Tax is deducted as per slab fixed by Karnataka 
statute

Name Mahesh
Date Of Joining 11-4-2005
Date of Resignation 16-5-2005
Designation Senior Executive, Sales.
Basic Rs. 5,000 per Calendar Month
HRA 40% of Basic
Conveyance Rs. 800 Flat per month
Overtime Rs. 55 per hour
Variable pay As per performance evaluation by management
Gratuity Expenses(Provi-
sional)*

* Only for reporting purpose                      
Gratuity is included only for management reporting

EPF Employees Payable Company pays 12% on Basic pay which is eligible for PF 
subject to the salary ceiling of Rs. 6500

ESI Employees Payable Company pays 1.75% of salary subject to a salary ceiling of 
Rs. 6,500. People drawing more than Rs. 6500 gross salary 
are not covered under ESI scheme

Professional Tax Professional Tax is deducted as per slab fixed by Karnataka 
statute

Name Shyam
Date Of Joining 15-4-2005
Designation Account Assistant
Basic Rs. 3000 per Calendar Month
HRA 40% of Basic
Conveyance Rs. 300 Flat per month
Variable pay As per performance evaluation by management
Gratuity Expenses(Provi-
sional)*

* Only for reporting purpose                      
Gratuity is included only for management reporting

EPF Employees Payable Company pays 12% on Basic pay which is eligible for PF 
subject to the salary ceiling of Rs. 6500
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The details filled for Bank Name and Number, Passport Expiry, Visa Expiry and Contract Expiry are
to be reflected in the respective reports.

4.11 Voucher Class Configuration
Defining a Voucher Class helps you exclude selection of inapplicable groups or accounts as well as
specify applicable groups/ accounts. In Payroll voucher, a user may exclude posting to ledgers per-
taining to groups not related to employees and include ledgers pertaining to groups like indirect
expenses, loans and advances (liabilities), and so on. The Voucher Class feature in payroll helps the
user to rapidly process payroll, with minimum errors.

Tally has two new Voucher Types for payroll function

� Attendance
� Payroll

To create Voucher Class Pay Class,

Go to Gateway of Tally > Accounts Info > Voucher Types > Alter > Payroll
1. Name of Class: Pay Class 
2. Set Use for employee-wise Pay Head Allocation to Yes
3.  Exclude the group Gratuity Cost (Provisional) Under Exclude these groups

4. Select Salary Payable ledger Under Ledger to use

Note: Retain other default fields.

ESI Employees Payable Company pays 1.75% of salary subject to a salary ceiling of 
Rs. 6,500. People drawing more than Rs. 6500 gross salary 
are not covered under ESI scheme

Professional Tax Professional Tax is deducted as per slab fixed by Karnataka 
statute
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5. The completed Pay Class screen displays as shown

Figure 4.19 Pay Class Configuration

6. Accept the Pay Class configuration screen.

7.The completed Payroll Voucher Alteration screen displays as shown.

Figure 4.20 Voucher Type Alteration Payroll Completed
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4.12 Transactions
The basic transactions for payroll are as follows.

� Appointment of employee.
� Recording of attendance and overtime.
� Preparation of payroll voucher based on the above information.
� Preparation of payment voucher.
� Revision of pay structure.
� Resignation of employee.

Note: Consider Opening Balance of Rs. 10,00,000 for State Bank of India and Capital Account.

LIST OF TRANSACTIONS
Appointment of Employee
When a new appointment is made, the Employee Master configuration has to be prepared. The
pay structure will be effective from the date of joining or the effective date of pay structure, which
ever is later. 
Recording of Attendance
Recording of Attendance is done through an Attendance Voucher which can be automated for an
Attendance/Production Type.

SL.NO DATE TRANSACTIONS
 1) 30-4-2005 Recording of Attendance

The unpaid leave and overtime particulars of Bharath Consultancy
Employees for the month of April 2005 are as follows.
Employee Name Unpaid Leave Overtime
Vijay 1 Day 1 Hour
John Smith 0 Days 1 Hour
Mahesh 1 Day 5 Hours
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Go to Gateway of Tally > Payroll Vouchers > Attendance Voucher 
1. Press F2 to change Date to 30-4-2005
2. Press CTRl + F7 to select Auto Fill values

Figure 4.21 Attendance Voucher Creation

3. Cost Category: Primary Cost Category
4. Employee/Group: All Items

Figure 4.22 Employee Filters screen

5. Attendance/Production Type: Unpaid Leave
6. Update the leave particulars of each employee against their names. 
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7. Attendance Voucher dated 30-4-2005 displays as shown.

Figure 4.23 Attendance Voucher Creation for Unpaid Leave 30-Apr-2005

8. Press Y or Enter to Accept the screen.
ii. Similarly, make an entry to record overtime for the month of April 2005, using Attendance Pro-
duction Type as Overtime on the same day.
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The completed Attendance Voucher for Overtime displays as shown.

Figure 4.24 Attendance Voucher Creation for Overtime 30-Apr-2005

Attendance and Overtime for the month of April 2005 have been recorded.
Preparation of Payroll Voucher
Use Pay Class to automate the creation of the Payroll Voucher, for the month of April 2005.
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Go to Gateway of Tally > Payroll Vouchers > Payroll Voucher
1. Press F2 to change Date to 30-4-2005
2. Press CTRl + F4 and select Class as Pay Class

Figure 4.25 Voucher Type Pay Class

3. Press CTRL + F7 for Payroll Auto fills
4. From (blank for beginning): 1-4-2005 Salary calculation starting date 

5. To (blank for end): 30-4-2005 Salary calculation ending date

6. Cost Category: Primary Cost Category

Figure 4.26 Employee Filters

7. Employee/Group: All Items
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8. The Payroll Voucher screen displays as shown

Figure 4.27 Payroll Voucher Creation 30-Apr-2005

9. The company decides to pay 20% of the Basic salary as Variable pay to Mahesh and Vijay for
the month of April 2005
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10. The completed Voucher displays as shown.

Figure 4.28 Payroll Voucher Creation screen Completed

11. Press Y or Enter to Accept the screen.
Affecting Salary Payment
The payment for the month of April is made through Payment Vouchers.
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1. Make an entry in a Payment Voucher
2. Ensure that the voucher is in Single Entry mode in F12 Configuration

Figure 4.29 F12 Configuration

3. Select the respective Cost Centre (Employees for their respective salaries) if More than One 
Payroll or Cost Category is set to Yes.

Note: Ensure that prime cost category is set to Yes for Allocate Non-Revenue Items.

Figure 4.30 Cost Category Alteration
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4. Press CTRL + F7 to select Payroll Auto Fill option.

Figure 4.31 Payment Auto Fill Option

5. Account : State Bank of India
6. The completed screen displays as shown.

Figure 4.32 Payment Voucher Creation 30-Apr-2005
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Record Pay Revisions
If the pay structure of an employee changes in the middle of a salary period, the logic behind
recording pay revision is as follows.

� If two pay structures are used in a single salary period, leave is considered based on 
pay structure effective on attendance voucher date. Else, the attendance record should 
be recorded separately, for the time the two pay structures were effective. 

� Pay will be calculated based on the effective dates for the respective pay structure.
Vijay’s pay has been revised with effect from 1-5-2005 and the details are as follows.
Name Old Pay 

Structure
New Pay Structure

Basic Rs. 10000 
per Calendar 
Month

Rs. 12000 per Calendar Month

HRA 40% of Basic 40% of Basic

Convey-
ance

800 Flat per 
month

800 Flat per month

Variable 
pay

As per per-
formance 
evaluation 
by manage-
ment

As per performance evaluation by management

Overtime Rs. 55 per 
hour

Rs.65 per hour

Note 1: In case of Pay revision in the middle of the period, where calculations are based on 
monthly flat rate, the monthly flat rate for the difference can be mentioned in the pay revision. 
The new revised flat rate can be mentioned effective from the following month.
Note 2: The calculation type, monthly flat rate, can also be used for deduction of equal monthly 
instalments of loans given to employees. Once the loan is repaid fully, the pay structure has to be 
altered again. 
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To alter details of Employee Master,
Go to Gateway of Tally > Payroll Info > Employee > Alter > Vijay 
1. Press Enter till the last field of the present pay structure
2. Set Copy Values to Yes
3. Enter the Effective Date as 1-5-2005 for the new structure
4.Ensure that the details are as shown in the following figure.

Figure 4.33 Employee Alteration Pay Revision Vijay

5. Press Y or Enter to Accept the screen.
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Note: Pass Attendance, Payroll and Salary Payment vouchers for May 2005 to view the effect of
settings.

Resignation of an Employee
When an employee resigns at the end of the month, follow the instructions as given.

� Open the Employee Master.
� Open the Employee etails screen.
� Set Deactivation field to Yes.
� Mention the last working day as the date of deactivation to ensure that while calculating 

payroll the system does not calculate pay beyond the last working day.
Mahesh has resigned, effective from 31-5-2005.
Go to Gateway of Tally > Payroll Info > Employees > Alter > Mahesh
1. Press Enter twice to view the Employee Details screen of Mahesh and change the Date of 
Deactivation to 31-5-2005.
2.The screen displays as shown.

Figure 4.34 Employee Details Mahesh

3. Save the changes.
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4.13 Reports
Some of the reports that can be generated are as follows.

� Preparation of pay slip for each employee.
� Preparation of pay sheet to record the salary of each employee under various pay heads.
� Preparation of payroll statement for a particular ledger or a combination of ledgers.
� Preparation of payment advice to the bank to effect salary transfer.
� Payroll register maintaining entries prepared each month for employees.
� Employee ledger break-up showing a particular pay component employee-wise.
� Ledger employee break-up showing the break-up of employee salary under different ledger 

accounts.
� Attendance sheet showing cumulative attendance under each category like unpaid leave 

and overtime of each employee.
� Attendance register showing attendance entries passed for each month.
� Gratuity report showing gratuity summary of each employee. 
� Expat reports showing passport, visa and work permits expired in the period considered.

4.14 Pay Slip
The Pay Slip is a document, issued to an employee, that itemises each component of earnings and
deductions and the net amount paid to employee for a given pay period showing how the pay figure
has been arrived at.

Go to Gateway of Tally > Display > Payroll Reports > Payslip 
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Select the employee whose pay slip you want to generate.

Figure 4.35 Payslip

Configuration options available for Payslip
The Pay Slip can be configured for the following options.

� Vertical alignment
� Employee details 
� Attendance details
� Year to date values

Note: Using Multi-Pay Slip printing under Printing Menu you can configure the print format of the pay
slip and print pay slips for the selected periods and employee groups.
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Go to Gateway of Tally > Multi-Account Printing > Multi-Payslip Printing

Figure 4.36 Multi Payslip Configuration

Pay Sheet
The Pay Sheet is a matrix report with category, group and employees cascading in rows, and pay
heads appearing in columns. The default report contains all earnings and deduction details for a
given month or period.

Go to Gateway of Tally > Display > Payroll Reports > Pay Sheet

Figure 4.37 Paysheet
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Configuration options available for Pay Sheet 
The Pay Sheet can be configured for the following options.

� Column subtotals.
� Option of pay slip name or ledger name.
� Group or category total.

4.15 Payroll Statement
The Payroll Statement helps to generate the report for a specific pay head/ ledger.

Go to Gateway of Tally > Display > Payroll Reports > Payroll Statement > Basic

Figure 4.38 Payroll Statement

Configuration options available for Payroll Statement
The Payroll Statement can be configured for the following options.

� Pay Slip name for ledgers.
� Employees number, NI and Bank details.
� Employees’ passport details and visa expiry particulars.

4.16 Payment Advice
It is used to generate Payment advice/ bank transfer letter for a specific bank account based on the
salary payment vouchers posted to such account. To generate Payment Advice, employees’ bank
account number should have been captured earlier in the Employee Master.
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Go to Gateway of Tally > Display > Payroll Reports > Payment Advice

Figure 4.39 Payment Advice 

4.17 Payroll Register
The Payroll Register is a month-wise transaction summary report, showing a list of payroll vouchers
passed in the month.

Go to Gateway of Tally > Display > Payroll Reports > Payroll Register 
It lists the monthly break-up of payroll vouchers. Select the month, then select the voucher to be
viewed.

4.18 Employee Ledger Breakup
This report is quite similar to Payroll Statement for a selected pay head. The difference is that
opening balance, transactions and closing balance for the selected period are displayed as columns
in this report.
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Go to Gateway of Tally > Display > Payroll Reports > Employee Ledger Breakup
1. Press F12 and set Expand all levels in detailed format to Yes.

Figure 4.40 Employee Breakup of Ledger

4.19 Ledger Employee Breakup
This report displays accounting group-wise summary of transactions and closing balance of a
selected employee with drill down option.

Go to Gateway of Tally > Display > Payroll Reports > Ledger Employee Breakup > Vijay

Figure 4.41 Ledger Breakup of Employee
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4.20 Attendance Sheet
The Attendance Sheet displays a pre-formatted column report related to attendance/production data.

Go to Gateway of Tally > Display > Payroll Reports > Attendance Sheet

Figure 4.42 Attendance sheet

4.21 Attendance Register
The Attendance Register summarises the attendance vouchers.

Go to Gateway of Tally > Display > Payroll Reports > Attendance Register
It lists the monthly break-up of attendance vouchers. Select the month, then select the voucher to be
viewed.

4.22 Expat Report
Apart from regular payroll reports, Tally allows you to capture additional information for overseas
workers with work permits.

Tally generates the following reports for the period under consideration for employees whose
passport, visa and work permit details are captured in the Employee Master.

4.22.1 Passport Expiry
The Passport Expiry report displays employees’ passport particulars for passports expired during the
period under consideration. It lists

� Employee name
� Passport number
� Country of issue
� Date of joining
� Passport expiry date

The above details can also be configured to display employee numbers, employees mail id and
employee masters which are deactivated. Since the contract expiry date is mentioned for deacti-
vated employees, you can generate reports for deactivated employees also.

Go to Gateway of Tally > Display > Payroll Reports > Expat Reports > Passport Expiry
1. Change the period 1-4-2005 to 31-12-2030
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2. In F12: Configuration, set Show Deactivated Employees to Yes.

Figure 4.43 Passport Expiry Report 

4.22.2 Visa Expiry
The Visa Expiry report displays employees visa particulars for those visas expired during the period
under consideration. It lists 

� Employee name 
� Visa number
� Date of joining
� Visa expiry date

The above details can also be configured to display employee numbers, employee’s mail id and
those employee masters which are deactivated.

Go to Gateway of Tally > Display > Payroll Reports > Expat Reports > Visa Expiry
1. Change the period 1-4-2005 to 31-12-2030
2. In F12: Configuration, set Show Deactivated Employees to Yes.

Figure 4.44 Visa Expiry Report
144                                                                                                                                                                          © Tally (India) Pvt Ltd 2006



                                                                                                                          Payroll 
4.22.3 Contract Expiry
The Contract Expiry report displays employee contract particulars for those contracts expired during
the period under consideration. It lists

� Employee name
� Work Permit number
� Contract commencement date
� Date of joining
� Contract expiry date

The above details can also be configured to display employee numbers, employee’s mail id and
those employee masters which are deactivated.

Go to Gateway of Tally > Display > Payroll Reports > Expat Reports > Contract Expiry
1. Change the period 1-4-2005 to 31-12-2030
2. In F12: Configuration, set Show Deactivated Employees to Yes.

Figure 4.45 Contract Expiry Report 

Note: The date considered is only the contract expiry date and not the date of deactivation. Hence, it
is advisable to change the contract expiry date to date of deactivation when the employment is termi-
nated before contract expiry. 

4.23 Gratuity Report
Gratuity calculation report for employees helps the employer know his contingent liability. 

4.23.1 Gratuity report of all employees
The report calculates the liability of company in terms of gratuity for the existing employees based on
their latest eligible pay.
 © Tally (India) Pvt Ltd 2006                                                                                                                                                                         145



Payroll
Go to Gateway of Tally > Display > Payroll Reports > Gratuity Reports

Figure 4.46 Gratuity Summary

Configuration options available for Gratuity Summary statement
The Gratuity Summary statement can be configured for the following options.

� Show Employee Number
� Show Date of Birth
� Show New Joinees Only
� Show Deactivated Employees

4.24 Gratuity Calculation
From the Gratuity Calculation report, you can select a particular employee and view the calculation
sheet displaying how the gratuity calculation has been worked out, considering the following.

� Date of Joining to arrive at number of completed months and application of gratuity slabs.
� Latest Pay considered from pay structure of the employee for pay heads eligible for gratuity.
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Go to Gateway of Tally > Display > Payroll Reports > Gratuity Reports
Select the employee whose Gratuity Calculation you wish to generate.

Figure 4.47 Gratuity Details 

Summary
On completion of this lesson, you should have learnt how Tally’s Payroll feature enables

� Complete integration with accounts.
� Employee Master configuration.
� Recording of statistical data like attendance and overtime.
� Auto filling of payroll and payment voucher.
� Payment of salary through Bank advice.
� Generation of various other reports required by the management.
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