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CHAPTER 12 
APPLICATIONS OF COMPUTERS IN ACCOUNTING Computer is an electronic device that can perform a large variety of operations as per the given set 

of instructions. 
Components of Computer System 

Components Use 
1.Hardware Physical parts (CPU, Monitor, Keyboard, etc 
2.Software Set of programmes or instructions used to work 

the hardware. 
3.Operating System Specialised programmes used to manage the 

hardware of a computer. 
4. Utility Programmes Programmes used to perform some supporting 

operations like copying a disk. 
a) Application software Programmes designed to perform certain 

specified tasks as per the requirements of the 
users like payroll accounting. 

b) Language 
Processors 

Software used to translate programmes written 
in computer language (source programme) into 
machine language. 

c) System Software 
 

Programmes wcich control the functions of 
components of a computer. 

d) Connectivity 
software 

Programmes used to manage the connection 
between computer and server in a network. 

5.People – Persons interacting with the computer is called live-ware or human ware. 
   a)System Analysts – Persons designing data processing system 
   b)Programmers – Persons who develop the programmes to execute the data processing system. 
   c)Operators – Persons who operate the computers. 
6.Procedure – The series of operations in a particular order to achieve a specified result. Three   
                       types of procedures are – 
   a)Hardware oriented – Procedures related to components and their operations. 
   b)Software oriented -  Procedures related to the use of software of computer system. 
   c)Internal procedure – Procedures related to the flow of data to computers by arranging the  
                                     operations of each sub-systems. 
7.Data -  Data are raw facts or observations. It consists of numbers, texts, special symbols, etc. 
These are the inputs of a computer system. 

        8.Connectivity – The way in which a computer is connected to others through telephone line,  
                                  satellite link, etc. 

Information- Processed data becomes information. 
Capabilities of Computer System or Advantages of Computer System 1.Speed – Computers take less time to complete a task than human beings. 
2.Accuracy – The computations and operations are performed by a computer at cent percent 
exactness. 
3.Reliability -   The results produced by the computer is more reliable than human beings. 
4.Versatility – A general purpose computer can perform all the functions with same speed and 
accuracy. 
5.Storage -  A computer system can store large amount of data. 
Limitations of Computer System 
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a)Lack of commonsense –It cannot identify the correctness of a data entered in it. 
b)Zero IQ – A computer itself cannot think about what are the activities to be performed in a 
particular situation. 
c)Lack of decision making – The computers cannot take decisions on their own. 
Components of a Computer – Computer system consists of Input unit, central processing unit and 
output unit. 
1.Input Unit–Used to enter data in to the computer. Eg. Key board, mouse, magnetic tape, magnetic 
disk, Magnetic Ink Character Recognisor (MICR), Optical Character Recognisor (OCR), etc 
2.Central Processing Unit (CPU) – Part of hardware that processes the data according to the 
instructions in the programmes. 
a)Arithmetic and Logic Unit (ALU) – It performs all arithmetic and computational works like 
addition, subtraction, division, multiplication, etc. It also perform logical functions results in 
comparison of data. 
b)Memory Unit – Used to store the data. 
c)Control Unit – Controlling and coordinating the activities of all other components. 
d)Output Unit – Used to communicate the results of an activity  the users. Eg. Display Unit 
(Monitor), Printers, etc. 
Information and Decision – Decision making is the most import function of management which 
requires information at different stages. 
Transaction Processing System (TPS) -  It is the activities involved in recording, processing, 
validating and storing transactions that taken place in various functional areas of an organization for 
further retrieval and usage. Transaction may be internal or external. 
Batch Processing – The data accumulated from different departments or branches are processed at a 
time to create reports for decision making. 
Real Time Processing – In this system, outputs are provided simultaneously in the form of reports 
without time lag in entering transaction and its processing. This system is applied in online 
transactions. 
Features of Computerised Accounting 
1.It is based on the concept of database. 
2.Online input and storage of data is possible. 
3.Print out of financial statements and accounting reports for management. 
4.Codification of account provides unique code to each account. 
5.Accounts are grouped in the initial stage. 
Management Information System (MIS) and Accounting Information System (AIS) 
MIS provides information necessary to take decisions and manage the organization. MIS support the 
organization in setting long term strategic goals and objectives. It includes - 
1.Manufacturing system 
2.Human Resource Information System 
3.Marketing Information System 
4.Accounting Information System- Identifies, collects, process and communicate economic  
information to various users according to their requirements. 
Designing of Accounting Reports – Relevance, Timeliness, Accuracy, Completeness, 
Summarisation 

CHAPTER 13 
COMPUTERISED ACCOUNTING SYSTEM  Computerised Accounting System (CAS) is an Accounting Information System (AIS) which 

process the transactions and events of an organization as per the GAAP (Generally Accepted 
Accounting Principles) to generate reports and statements to meet the requirements of users. 
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a)Accounting framework – Accounting principles, coding and grouping of accounts. 
b)Operating Procedure -  Procedures to be followed for maintaining accounts. 
Basic requirements of Database oriented Applications  
1.Front-End Interface (FE)– An interactive link between the user and database. User friendly. It 
includes Forms and Reports. 
2.Back End Database (BE) – Database saved on server. Not accessible to the users. But responds 
to the requirements of the user. It includes Tables and Queries. 
3.Data Processing – It is the series of actions to be taken to convert the data into useful 
information. It includes the procedures to be followed for processing the data. 
4.Reporting System – It is the output of the data processing. It includes the statements and reports 
generated through data processing. 
Computerised Accounting and Manual Accounting 

Manual Accounting Computerised Accounting 
1.Transactions are recorded in books 
of original entries (Journal) 
2.Original entries are further posted to 
ledger accounts 
3.Transactions are summarized in the 
form of Trial balance 
 
 
4.Adjusting entries and rectification 
entries are made. 
 
5.Financial statements are prepared 
from Trial balance. 
 
6.Closing entries are made at the end 
of the accounting period. 

1.Transactions are stored in well 
defined database. 
2.No duplication. Different                      
reports from the same data. 
3.Transactions stored in database are 
processed to find the balances of 
ledger accounts and Trial balance is 
prepared. 
4.Journal vouchers are prepared for 
adjusting entries and rectification 
entries. 
5.Financial statements are prepared 
by direct processing data without 
Trial balance. 
6.Year end processing to create and 
store opening balance in database. 

 Advantages of Computerised Accounting System  Computer requires less time to perform various tasks than human beings. 
 The reports and statements prepared in computerized accounting is more accurate. 
 The information presented by computerized accounting are reliable than manual accounting. 
 Accounting records in computerized accounting are automatically updated. 
 Any accounting statements can be prepared at any time. 
 Accounting data are available to the users on real time basis, when it is entered in the system. 
 The reports and statements prepared through computerized accounting is more legible. 
 Storage and retrieval of data is very easy in computerized accounting. 
 Computerised accounting requires special training to staff, which motivates them. 
Limitations of Computerised Accounting System  Huge training costs are incurred to make the existing staff ready to use the computer. 
 Opposition from the existing staff because of their fear that they will lost their importance. 
 The existing staffs are compelled to adjust to the new systems and procedures. 
 System failure and software damage may lead to loss of data. 
 Computers cannot check unanticipated errors committed by human beings. 
 It is difficult to detect computer related crime. 
 Continuous use of computer may lead to various health problems. 
Accounting Packages – 
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a)Ready-to-use – This software is suitable for small scale business because it can be used without 
further process. Ready-to-use software is relatively easier to study and operate 
b)Customised – Customisation includes addition and modification to the contents of existing 
software.Cost of installation and maintenance is high. 
c)Tailored – Tailored software is designed to meet specific requirements of the organization and 
form an important part of the organization. It require special training to staff. 
 

CHAPTER 14 
STRUCTURING DATABASE FOR ACCOUNTING Data- data are raw facts or observations. 

Information-   Processed data becomes information. 
Structure of Data base for accounting. 
The process of computerized accounting involves identifying, storing and retrieving data relating to 
accounting transactions.  This is achieved by designing a database for accounting. 
Database- A data base is a collection of data that is organized so that its contents can easily be 
accessed, managed and updated. Database consists of interrelated data tables that are structured in a 
manner that ensures data consistency and integrity.   
Data processing cycle : Data processing involves the technique of collecting, storing, relating, 
interpreting and computing data items in such a manner as to provide information for decision 
making.  The various steps in data processing cycle are data capturing, inputing, processing and 
generating information. 
The data processing cycle in accounting context are:- 
a)Source document (Data capturing) : The first step is to capture accounting data from 
transactions so as to prepare a document called voucher.  voucher   expresses and documents an 
accounting transaction. 
b) Input of data- The accounting data contained in vouchers is entered through Data Entry Form. 
c) Data storage- Data storage structures (also called Data tables) are created for storing data. 
d) Manipulation of data(processing)- The stored data is  transformed to generate report. 
e) Output of Data- The accounting reports such as ledger, trial balance etc.. are obtained in a pre-
designed format by accessing the transformed data. 
Designing data base for accounting : Database are used for storing accounting data.  The process 
of designing database begins with a reality that is expressed using elements of conceptual data 
model.   
The three key components used in relational database design are:- 
1.Entities- Anything in the real world with independent existence is called entity.  An entity defines 
any person, place, thing ..(physical existence)or account, voucher.. (conceptual existence) for which 
data will be collected.  In MS Access entities are represented through Tables. 
2.Attributes-  These are additional characteristics that further describe an entity. (eg: Date of birth, 
height etc.. of a person) In MS Access attributes are represented by columns in a table. 
Attributes may be 
a)Simple and Composite   attributes- Simple attributes cannot be further sub divided (eg. Height) 
but composite attributes can be further subdivided ( eg: name of a person can be divided into First 
Name, Middle name, Last name etc.. ) 
b)Single valued Vs multi valued attributes- An attribute with a single value for an entity is single 
valued attribute( height). Multi valued attribute has multiple values (eg: qualification) 
c)Stored Vs Derived attributes – Two or more attributes may be related in such a way that one or 
more becomes basic while the other becomes dependent on that basic attribute.  For eg. Date of 
birth is a stored attribute while Age is a derived attribute. 
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d)Null values- Absence of a data item is represented by a special value called null value.   
e)Complex attributes- The composite or multi valued attributes may be grouped to constitute a 
complex attribute.  
Identifier (Key attributes of an entity type): An attribute which contains unique values for 
identifying the entity instance is known as primary key.  For eg. Employee ID (EMPID) can be used 
to identify the employee details. 
The entity types which do not have a key attribute at all are called weak entities. 
Primary key and Foreign key : Primary key is a special column in the table that can be used to 
identify any one row.  The value in the primary key column must be unique in the table in which it 
resides.Primary key field cannot be left blank (null).The main table is referred to as the Master 
table and the lower level table in which the related data is stored is the transaction table.  The two 
tables are related and must be linked based on a field which is common.  This common key filed in 
the transaction table is called the foreign key and its value depend on the primary key values of the 
master table.(When a relationship is created between two tables, the parent table in the relationship 
contributes its primary key to the child table, where it is known as the foreign key. The link between 
entities in the table is created by storing the value of primary key for the parent row in the foreign 
key column of the child row. Ms Access uses primary key and foreign key values to join tables 
when querying information from more than one table.) 
Relationship: A relationship is a logical linkage between two entities that describes how the entities 
are associated with each other. The most important classification of a relationship is called its 
cardinality.  The various types of relationships are 
a)One – to- one- a single instance of an entity is associated with a single instance of another entity. 
b)One – to –many- an instance of an entity (called the parent) is associated with several instances of 
another entity ( called child) 
c)Many – to- many- Many instances of an entity are associated with many instances of another 
entity.   
Database technology refers to a set of techniques that are used to design a database.  These 
techniques use certain concepts like reality, data,data base, information, DBMS and database 
system.   
Data base management system- DBMS is a collection of programs that enables users to create and 
maintain a database.It is a general purpose software system that facilitates the process of defining, 
constructing and manipulating (processing) database for various applications. 
Relational data model: The relational data model represents that database as collection of relations 
among data tables.  Each row of the table represents a collection of related data values . 
 The table name and column names are used to interpret the meaning of values in each row. 
 

CHAPTER 15 
ACCOUNTING SYSTEM USING DATA BASE MANAGEMENT SYSTEM A Database is a collection of related data which is organized in such a way that the data can be 

easily accessed, processed and produced the report. The most commonly used software for database 
management are Libre Office Base, MS Access, Oracle, SQL server, etc. 
Components of Base : The main components of Libre Office Base are- 
a)Table : A table is a collection of data about a specific topic. Tables organize data into columns       
( called fields) and rows (called records). 
b)Forms- Form is  used to enter or modify data into tables.  It helps to interact with the back end 
database defined by the tables and queries. MS Access has a form wizard with which a form can be 
created. 
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c) Query-   Query is a question.  Queries are used to view, change and analyse data in different 
ways. Queries can be used as the source of records for forms and reports.   
d)Reports- It is used to create various reports based on table, queries or both.   
Starting Libre Office Base To load Libre Office Base, click on the  Applications  ®  Office ®  Libre Office Base 
Create DataBase  Click on Create a new database ---> Next ---> Finish 
       Enter the File Name ---> Click on Save Button 
 ( The database files will have an extension .odb) 
Database saving : While creating database objects such as tables, form etc.. we have to save it 
manually.(click save button) The data entered in each table are saved automatically. 
Closing a database     a)Click close from file menu OR 
    b)Click on the  X mark on the right top corner of the window. 
Delete the database     a)Close the database 
    b)Reach the folder which contains the database file to be deleted and select the file click right  
       button of the mouse and select Move to Trash. 
Open a database    a)Open LibreOffice Base :  Application ---> Office ---> LibreOffice Base 
   b)Click on the button “Open an existing Database file. 
   c)Select the file from the list of files and click Open. 
 Creating Tables in Base            Tables are the basic structure of database and they contain rows and columns.  All data is 
stored in tables.  A database can contain any number of tables, however, one table  should focus on 
data on one subject. 
Creating a Table 1. Click 'Table ' in Database pane --> Click on' Create Table in Design View' 
2. Enter Field Name and Select Data types and give the Descriptions (If required) 
3. Setting Primary Key 
           Select field -->Right Click on Mouse and Select Primary Key. 
4. Save the Table by giving Table Name and close the box. 
Fields : The primary element of a table is the field.  A field describes the attribute of an entity.for 
eg. Admno, name of student, date of birth etc.. 
LibreOffice Base Data Types 
Integers Whole number 
1)TINYINT Smallest integer  28   ( 1 to 256) , -128 to 127 (negatives ) 
2) SMALLINT 216     ( 65,536)    -32,768 to 32,767 ( negatives) 
3) INTEGER or INT 

 
Commonly used integer type, with a size of 232 . 
(4,294,967,296)2,147,483,648 to 2,147,483,647 (negatives) 

4) BIGINT 
 

Rarely used. 264  big, whopping whole numbers (i.e. 
1.84467440737 X 1019) 

Floating-Point 
 

Numbers with decimals, or real numbers. They are made of 
a whole part and a partial part separated by a decimal point 

5)DECIMAL and    These types have an unlimited range. When you define 
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   NUMERIC 
 

them, you specify the total numbers of digits (or places) 
allowed and the number of those digits which will fall after 
the decimal point, i.e. “number” DECIMAL(10, 2) 

6)DOUBLE or REAL 
 

These have a more limited range. A max of 15 decimal 
places.For more precise calculations and better rounding, 
use DECIMAL or NUMERIC. 

Text Text is a string of characters 
7 ) VARCHAR 

 
Variable characters. With VARCHAR, you define the max 
number of characters for the field, i.e. “name” 
VARCHAR(30) If you do not use all 30 characters, the 
field will only use the needed space in the database. 

8)VARCHAR_IGNOREC
ASE 

A case insensitive version of VARCHAR 
9)CHAR or     
   CHARACTER 

A fixed size text field.  If the text given does not fill all the 
space, the text is padded with spaces. This type is best used 
when you expect a set number of characters in most cases, 
like a credit card number. 

10 ) LONGVARCHAR Designed for large blocks of text. 
Date/Time  
11) DATE 

 
Contains a date. The format for date entry is  
YYYY-MM-DD, i.e. 2013-10-29. 

12) TIME 
 

Contains a clock time. The format for time uses a 24 hour 
clock, as HH:MM:SS, ie 14:25:36 for 2:25:36 PM. 

13) TIMESTAMP or   
     DATETIME 

 
A combination of both the date and the time. Once again 
the time is in 24 hour clock format, as YYYY-MM-DD 
HH:MM:SS, i.e. 2013-10-29 14:25:36. 

Other Types  
14 )BOOLEAN or BIT 

  
Think of a BOOLEAN as a three-state switch. You can turn 
it on, TRUE, you can turn it off, FALSE, or you can put it 
in neutral, NULL 

Field properties a. Entry Required – when a field’s required property is set to Yes, the user must enter data in the 
field before saving the record.   
b. Length – Default length of the data type is shown. We can change it. 
c. Default value- default value specifies the value that must be displayed in a particular field when 
making data entry.  The operator may modify this value during data entry. 
Open a table : Double Click on the name of the table you want to open from the Tables window. 
Entering data to the table     1.Double click the table which is to be opened 
    2.Enter data in the fields and save. 
Edit a Table    1. Select the table from the list of Tables. Select Edit option from the Edit menu. 
   OR 
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   2.  Select the table from the list of tables and click on right button of mouse and select Edit. 
   3. After making necessary changes save the table and close it. 

       Delete a Table Select the table and select Delete option from the Edit menu.    OR 
Select the table and click on right button of mouse and select Delete. 

     CREATING RELATIONSHIP BETWEEN TABLES To link tables relationship must be created. Procedure to create relationship are 
1. Click on Tools 
2. Select Relationship 
3. A window titled as “Add Table” is displayed. 
4. Select a table and click add 
5. Select next table and click add 
6. Close the Add table dialogue box 
7. Click on the linking field in one table and drag the mouse pointer to the linking field in the 

related table. A relationship is displayed. 
8. After saving the relationship close the window. 
Editing relationship To change the relationship – 
1.Click Tools and Select Relationship. ( relationship window is displayed) 
2.Click on Right  button of mouse and select Edit.  (edit relationship window is displayed , make the  
   required changes and  click OK 
3.Save the relationship. 
FORMS: A form in LibreOffice Base may be designed , developed and used for the following  
             purposes 

a)Data Entry- form is used for entering, editing and displaying data. 
b)Application flow- Form is used for navigating through an application. 
c)Printing information- it can be used for providing hard copies of data entry information. 

CREATINGFORMS: Form can be created either by Form Design or Form  Wizard   
The Form wizard help us to select the fields, layout and style for our own. 
To create Form through wizard 
a) Click on Use Wizard to create form. 
b) Select the Table for which the Form is o be created and select the required fields. 
c) Click on Next two times. 
d) Choose a Data sheet model for the Form from the available models and click Next. 
e) Choose an option to Set data entry function and click Next. 
f) Choose the required Style  from the list and Click Next 
g) Enter name for the FORM in the Set Name function and Click FINISH. 
Editing the Form a) Click on the Form in Database pane. (Forms we have created will be displayed 
b) Select the Form and click on the Right button of the mouse and select Edit. 
c) LibreOffice Database Form is displayed. 
 
d)click on Push Button on the left side               and move the mouse in the Form and click it. 
e) Place the mouse on the Push button displayed and click Right button of the mouse. 
f) Properties of Push button is displayed. Give a name to the button in the Label field. 
g) Select an operation in the Action field like New record, Delete record, Next record, Previous  
    record, etc. and close the window. 
h) Save the form and close it. 

   OK 
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QUERY : Queries are used to retrieve and display specific records in a table.  They can also be used 
to display specific fields which meet the conditions specified.   
Creating query :  Query can be created by using query wizard, design view  and SQL view. 
To create a query through Query wizard  Click on Use wizard to Create Query.  Select the  required fields from the Table(click on > or >>) and click NEXT  Select the Sorting order of the fields if required and click Next.  Give a Searching condition if required and click Next.  Select the Detailed or Summary for displaying the query and click Next two times.  Give a name to the query and click Finish. 
   Display Query                    Select the Query ( double click on the name of query  appeared in the window) 
 Edit the Query  Place the mouse on the query and click on Right button of the mouse and select Edit. A   
   LibreOffice Base Query Design window is displayed.  You can give the equations in the Field and heading for the field in Alias.  You can also give the conditions for the fields in the Criterion.  Save the query and Press Query Run (F5) to display the result of query. 
CREATING REPORTS :LibreOffice Base allows to create a report based on a table or query.  
Reports can be created in Wizard and Design View. 
Report Wizard : The report wizard allows to choose fields from more than one tables or queries, 
sorting and formatting of information content in report.    Click on Use Wizard to Create Report.  Select the Table/Query  and choose the required fields by clicking on > or >>  After selecting all the required fields of the report click on Next  Give Label to the field to display in the  report as column headings and click Next.  Give grouping option (if required) and click Next.  Give Sort option (if required) and  click Next.  Choose the  Layout and click Next.  Give a Title of report and click FINISH.   Close print preview.  


