
Plus one Computerised accounting notes by JOHNSON KOSHY, GBHSS ADOOR     ( HSSLIVE) Page 1 
 

 

           COMPUTERISED ACCOUNTING 

 
CHAPTER- 12 
 
   APPLICATIONS OF COMPUTERS IN ACCOUNTING 

 

 Computer 

 

Computer is an electronic device capable of performing variety of operations as desired by a set of    

instructions. 

 Elements of computer System 

 
I)  Hardware:- Hardware of a computer consists of physical components such as keyboard, 

mouse, monitor, mouse, modem, printer, processor etc. 

II) Software:-Software is  a set of programmes which is used to work with hardware is called its   software.  
Eg: windows 10, Tally, oracle, Norton Antivirus etc 
 

A coded set of instructions stored in the form of circuits is called Firm wire.  

There are six types of software:- 

a) Operating System.  (OS):- Operating system is the software that act as a interactive link be-

tween the user and the computer hardware. Eg. DOS, Windows, Linux 

b) Utility programmes:- there is a set of computer programme which are designed to perform 

certain supporting operations, such as programme to format disk, duplicate a disk. 

         Eg: WinZip Archive, Kaspersky Antivirus, Format recovery etc. 

c)     Application software:- These are user oriented programmes designed and developed for 

performing certain specified task. 

Eg. Payroll accounting, Tally, Financial accounting, MS Access, Libre Office Base, GNU Khata etc 

d) Language processors:- These software used to translate source programmes into ma-

chine languages.   Eg: COBOL,  FORTRAN 

e)  System software:- A system is a set of programmes which control internal functions such as 

reading data, transmitting processed data to output devices etc. 

f) Connectivity software:- A connectivity software is a set of programmes which create and 

control a connection between computer and server. 

III)  People (live ware):- people interacting with the computers are called Live ware of the com 
 

puter system. Users of computer systems are:- 
 

1) Programmers:- -are the people who write program me for processing data 

2) System analysts:- are who design data processing system 

3) Operators:- are the people who participate in operating the computer. 
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IV).  Procedure:- The procedure means a series of operation in a certain order or manner to 

achieve desired results. Three types of procedures are: 

a) Hardware oriented procedure:- to provide details about components and their         

       methods of operations 

b) Software oriented procedure:- To provide set of instructions required to using   

                                      software of computer system. 

                          c) Internal procedure:- to issued smooth flow of data to computers 
 
 v) Data: Data is raw , unorganized fact that need to be processed. When data is processed, organized 

and presented in a meaningful it is called information. ie, information is interpreted data. Data is an 

input which create information for decision making 
 

VI) connectivity:- It is a manner in which a particular computer system is connected other devic-

es like telephone line, satellite link etc. 

Capabilities/Features/Charactreistics of a computer system:- 

 

(1) High speed  ( 2) Accuracy is very high    (3) versatility ( it refers to the ability to perform multiple 

task)              (4). Large volume of data can be stored   (5). Reliability 
 

Limitations 

 
1 lack of decision making skills 
2      computers have no IQ/ intelligence  
3    No Feelings 

Components of computer 

 

 
 

 

     Inputs: input refers to the feeding of data to be processed into computer system. 
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 Input devices: Keyboard, mouse, Joystick, magnetic tape, magnetic disk, light     pen, opti-

cal     scanner, magnetic ink character Recognition (MICR), Optical Character Recognition    

(OCR), Bar code reader, smart card reader, Voice sensors, Web cam, touch Screen, Track 

ball (device used to enter motion data into computer). 

  

   Central Processing Unit 

   CPU is the part of computer  hardware that actually processes data according to the instructions 

received  by it . 

    It mainly three parts 

(a) Arithmetic and Logic Unit: ALU is used to perform all arithmetical  and logic opera-

tions 

(b) Memory units: memory unit of CPU is to store the data and instructions 

(c)  Control unit:- It direct the computer what to do and in which sequences. It control-

ling and co-coordinating the activities of other units of the computer system. 

 Out Puts:-  Output unit is that part of the  computer which provides the result to the  user.   Out-

put devices:- Monitor(Visual Display Unit (VDU)), printer, Plotter, speech     Synthesiser, Speaker, 

FAX, Soundcard, Projector 

Relation between information and Decision 

 Information is input and decision is output because information is basis for decision. Every organization 

depends upon its information system for the purpose of decision making. The right information, in the right 

form in the right time is essential to make correct decision. Information technology follows  the GIGO prin-

ciple ( Garbage  in – Garbage Out) 

 

Transaction  Processing  System (TPS) 

 TPS is the first stage of computerized accounting system. The purpose of TPS is to record, process, validate 

and store transactions that occur in various functional areas of a business for subsequent retrieval and us-

ages. TPS system has three components.        Input – process- output 

 Examples  of TPS are : ATM facility, telephone account, Air seat reservation system, Purchase and 

sale of goods, payment of expenses 

 

 Steps of Transaction process system/ Transaction processing Cycle 

a) Data entry  b) Data Validation   c) Processing   d) storage    e) information f) Reporting 

Transaction Proessing Mode 

   The processing of accounting data may take the following forms 

1. Batch processing: In batch processing, transactions are accumulated into batches. Such 

batches are processed periodically. 
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2. Real-Time Processing: It means online processing without much time lag and online 

outcome in the form of reports are provided. 

Management Information system (MIS)   Management Information system (MIS)  is a     

system that provides the information   necessary to take decisions and manage an organization effectively. 

Accounting Information System (AIS) 

 Accounting Information system is a collection of resources ( people and equipment) designed to financial 

and other data into information. AIS identifies, collects, processes and communicates economic infor-

mation about an entity to wide variety of users. 

               Every  accounting system  is a part of Accounting Information System(AIS) which, in turn apart of  

the organization’s Management Information System 

Relationship  between  Accounting  Information System and  other functional management information  

System 

 

 

Accounting information System is important component of the original MIS in  an organization 

Activities related with Human Resource Information System and Management Information System                

                                                           ( HRIS and MIS) 

 Hiring employees as per requirements 

 Evaluating performance of the workers 

 Enrolling employee in benefit 

 Payment of wages 
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Activities  Related with Accounting Information System and marketing  Information system 

 Inquiry     

 Entry of orders 

 Dispatch of goods 

 Billing to customers 

Activities Related to Accounting Information System and Manufacturing Information System   

    Preparation of plans and schedules 

 Issue of material requisition forms 

 Issue of Inventory 

 Issue of orders for procurement of raw materials 

 Handling of vendors invoices 

 Payment to vendors 

 

 

 

 

Chapter 13 

COMPUTERISED ACCOUNTING SYSTEM 

 Computerised Accounting System 

   A computerized accounting system is an accounting system that processes the financial 

transactions and events to produce reports as per user requirements.  

***when a system contains only human resources  it is called manual system. When it uses only 

computer resources it is called computerized system and when it uses both human and manual 

computer resources it is called computer based system. 

Need for computers in accounting: 

    The advent of globalization has resulted in the rise of business operations. Consequently every 

medium and large sized organizations require well established information system in order to 

generate information required for decision making and achieving the organizational objectives. 

This made information technology to pay vital role in supporting business operations.  

Advantages:-  

       (1) Speed   (2) Accuracy  (3)  Scalability  (4)  MIS reports (5)  Storage & retrieval 

       (6) Automated document  (7)  Real time user interface   (8)  Quality report 

 Disadvantages:- 
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