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Applications of Computers in Accounting Class 11

Chapter 5 Applications of Computers in Accounting Exercise Solutions

Short answers : Solutions of Questions on Page Number : 490 & &
Q1: \
State the different elements of a computer sy .

Answer :
A computer system is mainly composed of the | elements.

1. Hardware- It includes all the physical P of a computer such as, keyboard,
mouse, monitor, processor, gic. These touched and a user inputs commands

through them. D
ograms that enables a computer to perform

er. There are following six types of software.

2. Software- It is refer
its tasks or commands giv

P A\
a. Operating System %
b L*rogra"%

d
e
o

3. People- It constitutes the most important part of a computer system. It basically
refers to the individuals or the users who interact with the computer through the use of
hardware and software. The following are the people who are involved in a computer
system.

a. System Analysts
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b. Operators
c. Programmers

4. Procedures- A series of operations that are executed in a certain manner in order to
achieve a desired set of results is known as 'Procedures'. There are mainly following
three types of procedures.

a. Hardware-oriented Procedures

b. Software-oriented Procedures \

c. Internal Procedures
5. Data- The facts that are gathered and entered into a co &t N&m known as
'Data’. It may comprise of numbers, text, graphics, etc. N\x

stem is connected to
transmission, satellite

6. Connectivity- This refers to the manner, in 0
the other electronic devices through telephon
link, etc., is known as 'Connectivity'.

Answer needs Correction? Click Here

o ystem over a manual system.

inctive advantages of a computer system over a

Q2:
List the distinctive adv

e. Storage

Answer needs Correction? Click Here
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Q3:
Draw block diagram showing the main components of a computer.

Answer :
Secondary Storage
v v
Input Cutput &
Input | ——# * * s -
Mcmurry Unit \\

ALU

Linit

Answer needs Correction? Click Here

Q4:
Give three examples

/

Answgr :

TranéaWroce
proc s, v@ali :
5 & on daily bfésis. Some of the examples of Transaction Processing

/

er Machine (ATMs)- These are those machines that handle the bank

transactions “.tough"fﬁe use of specialised computer programs.

2. Payroll Applications- These are the applications that help to execute payroll
programs using terminal and online processing. These are commonly used for
preparing payroll or salary of the employees.

3. Order Processing- With the help of TPS applications, orders are collected from
clients either manually or through mails and telephonic calls. Thereafter, these orders
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are processed to initiate invoicing, account receivables and inventory control
processing. These are now-a-days widely used in almost every spheres of business,
such as online purchasing of tickets, online booking, etc.

Answer needs Correction? Click Here

Q5:
State the relationship between Information and Decision.

Answer : Q\
An organisation consists of various interdependent decision,¥a its'at every level

of management and department. All these separate departmenistake decisions for their
respective fields to achieve the desired common is jeCtives. The
organisation as a whole needs to set its targ nd#formulate various
policies. These activities are based on the infor rm of data) regarding the
past experiences and expected future conditio basis of this information
that an organisation allocates its resources an to accomplish its determined
targets. Thus, it can be said that on one tion facilitates the decision
making process while on the other han iSi took in the past acts as a pool of

Answer needs Correctlo

Q6 :
What"ls countin }on System?

formatlon System (AIS) is a system that identifies, collects, processes,
erates and presents information about a business organisation to a
wide vé‘riety~ u‘sersi"i;t provides relevant information by processing voluminous
accounting data, which is beyond the human capabilities. It provides a glimpse of
various organisational activities and maintains a detailed financial record. It acts as a
common pool of information from which different departments such as, production
department, sales and marketing department, HR department, etc. can fetch useful and
relevant information. The information thus provided, helps the users to take their
decisions rationally and accordingly formulate their plans and policies. Thus, it can be



freehomedelivery.net

said that an efficient AIS enhances the effectiveness and efficacy of an organisation as
a whole.

The below mentioned points highlight the important characteristics of AlS.

1. It helps in handling the huge volume of accounting and financial transactions of an
organisation.

2. It helps in drafting future plans and accordingly setting the future objectives.

3. It acts as a common pool for providing information to different departmeaiqis es
accounts and finance departments.

the Law.

5. It helps in meeting the informational needs by ati o\or both external

accounting users (investors, creditors, eic.) a %rnal accounting users
(management, shareholders, etc.).
Answer needs Correction? Click Here %
Q7 :
aturg aCcounting report.

State the various essentj
es of an accounting report.

Answer needs Correction? Click Here

Q8 :
Name three components of a Transaction Processing System.
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Answer :
The following are three main components of a Transaction Processing System (TPS).

1. Input- A computerised accounting system accepts the complete transaction data as
input through the process of data collection, data editing, data validation and data
manipulation.

2. Storage- The system stores the inputted data in computer storage medi S
hard disk. \

3. Output- The stored data, through the process of report generatio ry support
can be retrieved and processed as and when required for g % accounting
report as output. \

™ Tnput

Components
/of.

y — [ Report Generation ]

_...[ (JQuery Support J

Answer needs Correction? Click Here

Q9 :
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Give example of the relationship between a Human Resource Information System
and MIS.

Answer :

Management Information System (MIS) is a planned system of collecting, processing,
storing and disseminating the data in the form of information to perform the task of
decision making and management of an organisation.

Human Resource Information System (HRIS) maintains the records of &on
and prepares salaries and wages payable to them.

Relationship between MIS and HRIS
'\\kﬂls, experiences
y . % .

n'uses this information
son with right qualities at
rding promotions and

HRIS provides MIS with the information such as, the quali
and past performances of an individual emplo
to take appropriate decisions. This helps in pl
right job positions. This also helps in making deci

increments of the employees. %
Answer needs Correction? Click Here
Long answers : Setutions.of Page Number : 490

Q1:
'An organisation isa on of interdependent decision-making units that
eXIsts t rsue o i éal objectives. In the light of this statement, explain
mformatlon and decisions. Also explain the role of
System in facilitating the decision-making process in

Answer:. ¢ 7

An organisation consists of various interdependent decision making units at every level
of management and department. All these separate departments take decisions for their
respective fields to achieve the desired common organisational objectives. The
organisation as a whole needs to set its targets, draft plans and formulate various
policies. These activities are based on the information (in form of data) regarding the
past experiences and expected future conditions. It is on the basis of this information
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that an organisation allocates its resources and attempts to accomplish its determined
targets. Thus, it can be said that on one hand, information facilitates the decision
making process while on the other hand, decisions took in the past acts as a pool of
information in the future

In this aspect, information forms the most crucial part of today's business environment.
In this context, Transaction Processing System (TPS) has emerged as crucial
component of the business operations. Transaction Processing System (TPS) refers to
a computerised system that records, processes, validates and stores rout]
transactions that occur in various functional areas of a business on daj . Thi
system facilitates the decision making in a business organisation th @ llowing
processes. »

1. Data Collection- The TPS collects all the required data t&te one or more
transactions. The data can be collected either 0 other devices such
as scanners and point of sale equipmenits.

2. Data Editing- The system checks the data for |
completeness.

y, correctness and

3. Data Validation- It refers to a proces he verifies the data for its
correctness and rectifies thegrrors, if ct

4. Data Manipulation- rocess of calculation, then processes and

analyses the mputted sign.
5. Data Storage It places e data in one or more database.

> s in creating and generating reports and also presents
e-designed format either as hardcopy or softcopy.

6. Output Generation-

the:r‘épwnerat%
% rovid’és a mechanism enabling its users to raise a query upon
a an

tract thé required information in required format as and when the

/

Answer need® Correcfion? Click Here

Q2:

Explain, using examples, the relationship between the organisational MIS and the
other functional information system in an organisation. Describe how AIS
receives and provides information to other functional MIS.
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Answer :

MIS is a planned system of collecting, processing, storing and disseminating the data in
the form of information to perform the task of decision making and management of an
organisation. An organisation basically operates in an environment, which is surrounded
by its suppliers and customers. The informational needs of the organisation emerge
from the business processes stratified into its various functiona! areas. Thus, in

sense, MIS has functional relationship with other functional management |
system namely Manufacturing Information System, Human Resource | tion

System, Accounting Information System and Marketing Information
aqsi\;n

receives information from these other functional information syst es the

\

received information to take appropriate decisions.

Manufacturing Information
System

Human Resource
Information System

l

Marketing Information
System

Relatio‘r'i‘ship betw'é"éh AIS, Manufacturing Information System and Human
Resource Information System

The Human Resource Department sends a list of workers to the Manufacturing
Department. The Manufacturing Department on the basis of this information prepares a
report on the performance of each worker and deductions to be made from the wages, if
any. Thereafter, this report is send to both Accounts Department as well as to Human
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Resource Department. After this, the Human Resource Department sends report to the
Accounts Department to pay the wages. The Accounts Department with the help of
these reports calculates the amount payable and statutory dues and subsequently,
makes the final payments to the workers. The report of the final payments is send to the
HR Department and the Manufacturing Department by the Accounts Department.

Reports on Payments lade

Manufacturing Accounts

Human Resource

Relationship between Al facturing Information System- Business
processes in the Manuf% partment include the following activities.

a) Rr"'épw of Pl

b) s f ,ﬁﬂ%
c) ck an

"*.’ i /
d) Issue o aterial Procurement Orders

d
e
o

f’?edules
ition Form and Job Cards

Inventgfy

/

f) Payments to Suppliers
The AIS would accordingly include the process of
a) Purchasing Orders

b) Payments to Suppliers
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c) Preparing Inventory Status Reports
d) Preparing Reports of Accounts Payable

Relationship between AIS and Marketing Information System- Business processes
in the Marketing and Sales Department involve the following activities.

a) Inquiry Process
b) Creation of Contacts

c) Entry of Orders

d) Dispatching Goods Q
e) Generation of Bills to Customers ‘\A

The AIS would accordingly include the following agiivities \

a) Processing of Sales Orders

b) Authorisation of Credit

c) Keeping Custody of the Goods %

d) Inventory Status

e) Shipping Details

Answer needs Correctio

.
/

Q3: |
'An accounting re ssential report which must be able to fulfil certain basic
criteri &lai e varfious types of accounting reports.

Answ

When the ¢ d data‘is processed and manipulated in a useful sense that can be
understood by the users without any ambiguity, then it becomes information. When this
relevant information is further summarised to meet a particular aim, it is called a report.
The content and the design of the report depend upon the level of management to
which it is to be submitted. The various decisions are to be made on the basis of this
report. Irrespective of the content and design, every accounting report must fulfill the
following criteria.

1) Relevance
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2) Timeliness

3) Accuracy

4) Completeness

5) Summarisation

The various types of reports used in MIS can be broadly categorised as follows

1. Summary Reports- These are the reports that summarise all the activiti
organisation. Example, Profit and Loss Account.

2. Demand Reports- These are the reports that are prepared on th r% and need
of the management. ‘

Example, Bad-Debts report.

3. Customer/Supplier Reports- These are t re repared as per the
specifications of the management showing vari of the suppliers/customers.

Example, Report of Top 10 customers.

4. Exception Reports- These are the rep prepared in accordance with
some specific conditions or exceptions

Example, Inventory Stat

5. Respon5|b|I|ty Rep are prepared by the managers who are
respon3|ble fof their respe ents.

% mits a report regarding different aspects of purchase.
|ck Here

jous elements of a computer system and explain the distinctive
puggr’system and manual system.

.....

Example Purchase Ma

Answer :
A computer system is ideally composed of the following six elements.

1. Hardware- It includes all the physical components of a computer such as, keyboard,
mouse, monitor, processor, etc. These can be touched and a user inputs commands
through them.
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2. Software- It is referred to a set of the programs that enables a computer to perform
its tasks or commands given by the user. There are following six types of software.

a. Operating System- It is an integrated set of specialised programs that are meant to
manage and control the resources of a computer. They make the computer user-
interactive, i.e. user-friendly. It means that operating system forms an interactive link
between the user and the computer hardware.

b. Utility Programs- Utility Programs refer to the set of pre-written computegprograms
that are designed to perform certain supporting operations. Most of the uti re
are highly specialised and are specially designed to perform a smgle

range of tasks.

c. Application Software- These are user-oriented program\*&gned and

developed for performing certain specified tasks.
%or translate a program

the internal functions of the

d. Language Processors- These are the sof;
language into a machine language.

e. System Software- These are the software @) D
system such as reading data from the inpu Es.

nt part of a computer system. It basically
o interact with the computer through the use of
g are the people who are involved in a computer

3. People- It constitutes
refers to the individuals or
hardware and software.
systern.

%

4. Procedures A series of operations that are executed in a certain manner in order to
achieve a desired set of results is known as 'Procedures'. There are mainly following
three types of procedures.

are the people who design the data processing system.

re the people who write programs to implement the data

a. Hardware Oriented Procedures- Hardware Oriented Procedures provide details
about various components of a computer and their uses.
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b. Software Oriented Procedures - Software Oriented Procedures provide detailed set
of instructions required for using the software of a computer system.

c. Internal Procedures- These procedures help in sequencing the operation or working
of each sub-set of overall computer system.

5. Data- It refers to the facts that are gathered and entered into a computer system. It
may comprise of numbers, text, graphics, etc.

6. Connectivity- This refers to the manner, in which a computer system is ted to
the other electronic devices through telephone lines, microwave trans@

satellite
link, etc., is known as 'Connectivity'.
YJ\ m and a manual
%c mputer are highly
put of the wrong data or

As against this, in manual system the results g% r produced by the human
beings are not very accurate due to care , edom and fatigue.

The mentioned below are some distinctive features of a co
system.

1. Accuracy- The computations and operation
accurate and correct. If any error is detected |
wrong command by the user.

2. Speed- Computer syste ine than the manual systems in
performing a task. Mod perform 100 million calculations per second.

"""""" ! an capabilities to work continuously for long
hours. Of}en"’people get tire centration and may feel mental stress while
‘ at involves tedious calculations. Computer systems

4. Versatili mputers are designed to perform a variety of task and has wide
application in various areas such as, business, industry, etc. As against this, in manual
systems human beings can perform only a few specialised tasks and thus are lesser
versatile.

5. Storage- Computers have a huge storage capacity and can store huge volume of
data in a very small physical space. For example a typical main frame computer can
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store bullions of characters and thousands of graphic images. As against this, the
capabilities of manual system are no where close to this.

Answer needs Correction? Click Here
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