Tally Journal Entry Questions With
Answers

tally journal entry questions with answers are essential for accounting students, professionals, and anyone
interested in mastering the fundamentals of Tally ERP. Understanding how to record journal entries correctly in
Tally is crucial for maintaining accurate financial records, ensuring compliance, and making informed business
decisions. This article provides comprehensive insights into common Tally journal entry questions with detailed
answers, along with practical examples and tips to enhance your accounting skills.

Understanding Tally Journal Entries

What is a journal entry in Tally?

A journal entry in Tally is a record of a financial transaction that impacts at least two accounts—one being debited
and the other credited. It is the primary method of recording transactions that do not involve cash or bank directly,
such as adjusting entries, depreciation, or accrued expenses.

How is a journal entry created in Tally?
To create a journal entry in Tally:

Go to Gateway of Tally.

Select "Accounting Vouchers" from the menu.

Choose the "Journal" voucher type.

Enter the date of the transaction.

Fill in the account names, debit or credit, and the amount.
Provide a narration for the entry.

Accept the entry to save.
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Common Tally Journal Entry Questions with Answers

Q1: What are the types of journal entries in Tally?
Answer:

In Tally, journal entries can be classified based on their nature:

1. Simple Journal Entries: Involves recording a single transaction with two accounts (debit and credit).
2. Compound Journal Entries: Involves more than two accounts in a single transaction.
3. Adjusting Entries: Made at the end of accounting periods to update account balances.

Q2: How do | record a depreciation journal entry in Tally?
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Answer:

To record depreciation:
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Open "Accounting Vouchers" and select "Journal."

Enter the date.

Debit "Depreciation Expense" account.

Credit "Accumulated Depreciation" account.

Enter the depreciation amount.

Provide narration like "Annual depreciation for machinery."
Accept and save the entry.

Q3: How can | record a purchase of fixed assets via journal entry in
Tally?

Answer:

For fixed asset purchase:
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Go to "Accounting Vouchers" > "Journal."

Select the date.

Debit the Fixed Assets account (e.g., Machinery).

Credit the Bank or Cash account.

Enter the amount and narration like "Purchase of machinery."
Accept and save.

Q4: How do | record a journal entry for accrued expenses in Tally?

Answer:

For accrued expenses:
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Open the "Journal" voucher.

Enter the date.

Debit the relevant expense account (e.g., Electricity Expense).
Credit the accrued expenses payable account (Liability).

Input the amount and narration like "Accrued electricity bill."
Save the entry.

Q5: What is the significance of narration in Tally journal entries?

Answer:

Narration provides a brief description of the transaction, helping users understand the purpose of the journal entry.
It enhances clarity and audit trail, making it easier for future reference and audits.

Practical Examples of Tally Journal Entries



Example 1: Recording Salary Payment
Suppose a company pays salary of 50,000 to employees.

1. Debit "Salary Expense" account with X50,000.

2. Credit "Bank" account with ¥50,000.

3. Narration: "Salary payment for the month of March."

Example 2: Recording Loan Taken from Bank

A business takes a loan of 1,00,000 from the bank.

1. Debit "Bank" account with 1,00,000.
2. Credit "Loan Payable" account with X1,00,000.
3. Narration: "Bank loan received."

Example 3: Recording Purchase of Raw Materials on Credit

A company purchases raw materials worth 20,000 on credit.

1. Debit "Raw Materials" account with 20,000.
2. Credit "Accounts Payable" account with $20,000.
3. Narration: "Raw materials purchased on credit.”

Best Practices for Recording Journal Entries in Tally

Ensure Accuracy and Completeness

- Double-check account names and amounts before accepting entries. - Use correct account heads to reflect
transactions accurately.

Maintain Proper Narration

- Write clear and concise descriptions for each entry. - Helps in future audits and reviews.

Follow Consistent Accounting Policies

- Adhere to the company's accounting standards and policies. - Maintain uniformity in recording similar
transactions.

Regularly Reconcile Accounts

- Reconcile ledger accounts periodically to ensure correctness. - Identify and rectify discrepancies promptly.
Common Mistakes to Avoid in Tally Journal Entries

1. Recording transactions under wrong account heads.

2. Forgetting to specify narration or providing vague descriptions.
3. Mixing personal and business transactions.
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4. Not adhering to the double-entry principle.
5. Failing to review entries before saving.

Conclusion

Mastering Tally journal entries is fundamental for accurate financial management and reporting. By understanding
the various types of journal entries, their proper recording procedures, and avoiding common mistakes, users can
ensure their accounts are precise and compliant. Regular practice with real-world examples enhances proficiency,
enabling efficient bookkeeping and insightful financial analysis. Whether you're a student preparing for exams or a
professional managing business accounts, familiarizing yourself with common Tally journal entry questions with
answers will significantly improve your accounting skills and confidence in using Tally ERP effectively.

Tally Journal Entry Questions with Answers are an essential component for students, accounting professionals, and
anyone learning the intricacies of Tally ERP software. Mastering journal entries is fundamental to understanding
how financial transactions are recorded, classified, and managed within the accounting system. Whether you're
preparing for exams, practicing real-world accounting, or enhancing your proficiency in Tally, having a
comprehensive set of questions and answers can significantly boost your learning process. This article provides an
in-depth exploration of common journal entry questions related to Tally, complete with detailed answers to clarify
concepts, procedures, and best practices.

Understanding Tally Journal Entries

What is a Journal Entry in Tally?

A journal entry in Tally is a record of financial transactions that do not involve cash or bank transactions directly,
such as accrued expenses, depreciation, or adjusting entries. It is the initial step in recording an accounting
transaction before posting it to the ledger accounts. Features of Journal Entries in Tally: - Used for recording non-
cash transactions. - Can be made through the 'Journal Voucher' in Tally. - Facilitates accurate financial reporting. -
Supports multiple ledger accounts in a single entry. Pros: - Allows detailed tracking of adjustments. - Essential for
accurate financial statements. - Flexible for complex transactions. Cons: - Can be complicated for beginners. -
Requires understanding of accounting principles.

Common Tally Journal Entry Questions and Answers

1. How do you create a journal entry in Tally?

Question: Describe the process of creating a journal entry in Tally ERP. Answer: To create a journal entry in Tally,
follow these steps: 1. Open Tally and select the company where you want to record the transaction. 2. Navigate to
Gateway of Tally > Accounting Vouchers. 3. Select 'Journal' from the list of voucher types or press 'F7'. 4. Enter the
date of the transaction. 5. Provide a narration for the journal entry for future reference. 6. In the voucher entry
screen, input the ledger accounts involved: - For each debit entry, select the ledger, enter the amount, and choose
'Dr'. - For each credit entry, select the ledger, enter the amount, and choose 'Cr'. 7. Review the entries to ensure
total debits equal total credits. 8. Press 'Enter' to save the journal voucher.

2. What is the significance of narration in Tally journal entries?

Question: Why is narration important in journal entries, and how is it entered in Tally? Answer: Narration in Tally
provides a brief description of the transaction, explaining the purpose of the journal entry. It is crucial because: - It



helps in future audits and reviews. - Provides clarity on the nature of transactions. - Aids in error detection and
correction. - Enhances transparency in financial records. How to enter narration: - When creating a journal voucher,
a 'Narration' field appears. - Simply type the description of the transaction before saving. - Multiple lines of
narration can be added as needed.

3. How do you record adjusting journal entries in Tally?

Question: Explain the process of recording adjusting journal entries in Tally. Answer: Adjusting journal entries are
made at the end of accounting periods to update ledger balances. To record them: 1. Open Tally and navigate to
Gateway of Tally > Accounting Vouchers > Journal. 2. Set the date to the period-end or the date of adjustment. 3.
Enter the relevant narration indicating it is an adjustment. 4. Identify the ledger accounts to be adjusted: - For
example, adjusting prepaid expenses involves debiting the expense account and crediting the prepaid asset
account. 5. Enter the debit and credit amounts accordingly. 6. Save the voucher. Tip: Ensure that adjusting entries
are consistent with accounting standards and documented properly for audit purposes.

4. What are the common mistakes to avoid when recording journal
entries in Tally?

Question: List common errors in journal entries and how to prevent them. Answer: Common mistakes include: -
Incorrect Ledger Selection: Assigning wrong accounts can distort financial reports. - Prevention: Double-check
ledger names and codes before saving. - Unequal Debits and Credits: This violates the accounting principle of
duality. - Prevention: Use the 'Balance' feature in Tally to verify totals. - Omitting Narration: Lack of description
hampers future understanding. - Prevention: Always add clear narrations. - Wrong Date Entry: Can affect period-
based reports. - Prevention: Confirm the date before recording. - Not verifying entries before saving: Can lead to
errors. - Prevention: Review entries thoroughly.

Advanced Journal Entry Topics in Tally

5. How to handle multi-ledger journal entries?

Question: Can multiple ledger accounts be included in a single journal entry in Tally? How? Answer: Yes, Tally
allows multiple ledger accounts in a single journal voucher to record complex transactions involving several
accounts. Procedure: - Follow the standard process of creating a journal voucher. - For each line, select the ledger,
specify debit or credit, and enter the amount. - Continue adding lines until all relevant accounts are included. -
Ensure total debits equal total credits before saving. Features: - Supports multiple debit and credit entries. - Useful
for consolidating transactions like depreciation, accruals, and adjustments. Pros: - Efficient for complex
transactions. - Maintains detailed records within one voucher. Cons: - Increased risk of errors if not carefully
reviewed.

6. How are journal entries linked to other modules in Tally?

Question: Explain the integration of journal entries with other modules like Inventory and Payroll. Answer: In Tally,
journal entries primarily affect the accounting module but can influence inventory and payroll through specific
entries: - Inventory: Adjustments like stock valuation, write-offs, or stock adjustments can be recorded via journal
entries that impact both inventory and accounting ledgers. - Payroll: Salary accruals, deductions, or adjustments
are recorded through journal entries affecting salary and payroll accounts. Key points: - Proper linkage requires
accurate ledger selection. - For inventory adjustments, ensure stock ledgers are correctly updated. - For payroll,
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select salary-related ledgers.

Best Practices for Recording Journal Entries in Tally

- Maintain consistent narration for all journal entries. - Double-check the ledger accounts and amounts before
saving. - Reconcile journal entries periodically with bank statements and ledgers. - Use the 'Display' feature to
review journal vouchers for errors. - Keep detailed documentation for all adjustments and entries.

Conclusion

Tally journal entry questions with answers form a crucial part of understanding and mastering accounting

procedures within Tally ERP. Whether you are a student preparing for exams or a professional ensuring accurate

financial records, knowing how to create, verify, and manage journal entries is fundamental. The questions covered

in this article address basic to advanced topics, providing clarity on the process, significance, and best practices.

Emphasizing accuracy, proper narration, and thorough review, these insights help ensure that your financial data

remains reliable and compliant with accounting standards. By practicing these questions and understanding their

answers, users can achieve greater confidence in their accounting skills within Tally, leading to more efficient and

error-free record-keeping. Remember, consistent practice and adherence to best practices are key to mastering

journal entries in Tally ERP.

Questions & Answers About tally journal entry questions with

answers

No Question Answer

1 What is a journal entry in Tally ERP A journal entry in Tally ERP records financial transactions that do
and how is it used? not involve cash or bank accounts, such as depreciation or

adjustments. It ensures accurate financial reporting by updating
relevant ledgers directly.

2 How do | create a journal entry in To create a journal entry in Tally for adjusting expenses, go to
Tally for adjusting expenses? 'Gateway of Tally' > 'Accounting Vouchers' > 'F7' (Journal). Select

the date, debit the expense ledger, credit the appropriate ledger,
and then save the entry.

3 Can | record multiple ledger entries in | Yes, Tally allows you to include multiple ledger entries in a single
a single Tally journal entry? journal voucher, enabling you to record complex transactions

involving several accounts simultaneously.

4 What is the importance of narration in | Narration provides a brief description of the transaction, making it
a Tally journal entry? easier to understand the purpose of the journal entry later. It

improves clarity and aids in audit processes.

5 How do | correct a mistake in a Tally | To correct a mistake, you can either delete the incorrect journal
journal entry? entry and create a new one or use the 'Alter' option to modify the

existing entry, depending on your audit and accounting policies.

6 Is it possible to record a journal entry | Yes, journal entries in Tally can involve only non-cash ledgers,
in Tally without affecting the such as expenses, income, or adjustments, without impacting cash
cash/bank ledger? or bank accounts.

7 What are the common mistakes to Common mistakes include incorrect ledger selection, wrong
avoid while entering journal entries in | debit/credit amounts, missing narration, and failing to double-
Tally? check entries before saving. Proper validation ensures accurate

financial data.
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