
1​ Answer: A) To store, manage, and retrieve financial data efficiently 

Explanation:​
 A Database Management System (DBMS) is essential for storing and organizing 
large volumes of accounting data efficiently. It allows users to retrieve, update, and 
manage financial records without redundancy or inconsistency. Unlike traditional 
paper-based accounting, DBMS ensures data integrity, security, and real-time 
access to financial reports. Accounting professionals rely on DBMS to generate 
balance sheets, profit and loss statements, and other financial records with 
accuracy. 

 
2​ Answer: D) Spreadsheets 

Explanation:​
 DBMS consists of four key objects: 

1.​ Tables – Store data in a structured format. 
2.​ Queries – Retrieve and manipulate data. 
3.​ Forms – Provide an interface for data entry. 
4.​ Reports – Generate formatted summaries of data. 

Spreadsheets (such as Excel) are not part of DBMS; instead, they are standalone tools 
for manual financial calculations. While spreadsheets store data, DBMS offers 
structured, multi-user, and secure data management capabilities. 

​  
3 Answer: A) To store structured data in rows and columns 

Explanation:​
 In DBMS, tables act as the primary storage structure for accounting data. Each row 
(record) represents an individual financial entry, while columns (fields) define 
attributes like account number, transaction date, and amount. Tables support 
relational data storage, enabling businesses to store accounts, customer details, 
and payroll records efficiently. Unlike spreadsheets, DBMS tables ensure data 
consistency, relationships between records, and multi-user access for accounting 
applications. 

 
4 Answer: A) To manipulate, filter, and retrieve specific data from tables 



Explanation:​
 Queries in DBMS allow users to extract, update, or manipulate data based on 
specific criteria. For example, an accountant can use a query to retrieve all 
transactions above $10,000, identify outstanding invoices, or generate a list of active 
customers. Queries use SQL (Structured Query Language) for defining conditions 
and ensuring accurate, quick data retrieval without scanning entire tables manually. 

 
5  Answer: B) Forms 

Explanation:​
 Forms provide a graphical user interface (GUI) for easy data entry in DBMS. 
Instead of manually inserting data into tables, users enter financial details through 
forms, which often include dropdowns, checkboxes, and validation rules to prevent 
errors. In accounting, forms are useful for entering sales transactions, employee 
payroll details, and supplier invoices systematically. 

 
6 Answer: A) By summarizing and presenting financial data in an organized 
format 

Explanation:​
 Reports in DBMS are used to format, summarize, and present financial data for 
decision-making. Businesses use reports to generate balance sheets, profit & loss 
statements, tax reports, and customer sales summaries. Unlike tables and queries, 
reports offer graphical charts, formatted tables, and grouped financial insights, 
making them vital for auditing and strategic planning. 

 
7​ Answer: A) Payroll management 

Explanation:​
 DBMS is widely used for payroll management, ensuring employees’ salaries, tax 
deductions, and benefits are accurately recorded. The system automatically calculates 
overtime, deductions, and net salary payments while maintaining an audit trail. 
Unlike word processors or image editors, DBMS ensures data security, multi-user 
access, and compliance with financial regulations in payroll processing. 

 
8​ Answer: A) A process of organizing data to reduce redundancy and 
dependency 
Explanation: 



Normalization is a database design technique used to remove duplicate data and 
ensure relationships between tables are correctly maintained. In accounting, it prevents 
issues like duplicate customer entries, incorrect financial reports, and 
inconsistent transactions. Proper normalization improves database efficiency, 
speeds up query processing, and ensures data integrity. 
 
9​ Answer: A) It allows users to create, retrieve, update, and delete data 

Explanation:​
 SQL (Structured Query Language) is the standard language for managing 
databases. In accounting, SQL enables users to retrieve sales data, update financial 
transactions, and generate tax reports efficiently. Commands like SELECT, INSERT, 
UPDATE, and DELETE help in data handling. SQL ensures real-time data access, 
accuracy, and ease of generating financial insights. 

 
10​ Answer: A) A unique identifier for each record in a table 

Explanation:​
 A primary key is a unique identifier assigned to each record in a DBMS table, ensuring 
data integrity and eliminating duplicate entries. In accounting, examples include 
Invoice Numbers, Employee IDs, and Account Numbers. The primary key helps in 
quick data retrieval and establishing relationships between tables, such as linking 
customers to their transactions. 

 
11​ Answer: A) To improve query performance and retrieval speed 

Explanation:​
 Indexing in DBMS enhances data retrieval speed by allowing quick searches. In 
accounting databases, indexing is used to fetch transaction records, customer 
details, or invoice data faster. Instead of scanning the entire table, indexes help 
locate records efficiently, reducing query execution time. Without indexing, large 
financial datasets may take longer to process. 

 
12​ Answer: A) A database where data is stored in related tables 

Explanation:​
 Relational Database Management Systems (RDBMS) store data in structured 
tables with relationships. Accounting systems use RDBMS to link transactions with 
customer IDs, suppliers, payroll records, and general ledger accounts. This 



structure maintains data integrity, reduces redundancy, and allows multi-user 
access for financial management. 

 
13​ Answer: A) To establish relationships between tables 

Explanation:​
 A foreign key links two tables, ensuring data consistency. In an accounting system, a 
Sales table may have a foreign key referencing the Customer table. This ensures that 
every sales transaction is correctly linked to an existing customer, preventing orphan 
records and data inconsistencies. 

 
14​ Answer: A) SELECT 

Explanation:​
 The SELECT statement in SQL is used to fetch records from a database. For 
example, an accountant may use: 

sql 

CopyEdit 

SELECT * FROM Transactions WHERE Amount > 10000;  

  

This query retrieves all financial transactions above $10,000, aiding in financial analysis 
and auditing. 

 
15​ Answer: A) To ensure data integrity by grouping related operations 
Explanation: 
A DBMS transaction is a sequence of operations performed as a single logical unit. In 
accounting, a transaction ensures that a debit and its corresponding credit entry 
occur together. If one step fails, the system rolls back to maintain financial accuracy. 
 
16​ Answer: A) A set of rules ensuring reliable transactions 

Explanation:​
 ACID stands for Atomicity, Consistency, Isolation, and Durability. It ensures that 
database transactions are complete, accurate, and recoverable. In financial systems, 
ACID properties prevent half-completed transactions, ensuring accurate records. 



 
17​ Answer: A) Queries 

Explanation:​
 Queries are used to extract specific financial information. For example, accountants 
can use: 

sql 

CopyEdit 

SELECT * FROM Sales WHERE Date BETWEEN '2024-01-01' AND 
'2024-12-31';  

  

This retrieves all sales data for the year 2024, helping in financial reporting. 

 
18​ Answer: A) INSERT 

Explanation:​
 The INSERT command is used to add new financial records to a database. Example: 

sql 

CopyEdit 

INSERT INTO Transactions (ID, Date, Amount) VALUES (101, 
'2025-02-07', 5000);  

  

This command adds a $5000 transaction for ID 101 on February 7, 2025. 

 
19​ Answer: A) To ensure accuracy and prevent incorrect data entry 
Explanation: 
Data validation ensures that only correct, formatted, and logical data is entered. For 
instance, a system might reject a negative salary entry or an incorrect account 
number. This prevents financial errors and maintains data integrity. 
 
20​ Answer: A) By implementing access controls and encryption 



Explanation:​
 DBMS uses password protection, encryption, and role-based access to protect 
financial records. For example, junior accountants may have "read-only" access, 
while senior managers can approve transactions. This ensures data security and 
prevents unauthorized modifications. 

 
21​ Answer: D) All of the above 

Explanation:​
 In an accounting database, multiple tables store different types of financial data: 

● ​ Customers table holds details like name, contact, and account number. 

● ​ Employees table stores payroll and salary details. 

● ​ Transactions table records financial entries, invoices, and payments.​
 By maintaining separate but linked tables, a relational database ensures data 
consistency and avoids redundancy. 

 
22​ Answer: A) To uniquely identify each record in the table 
Explanation: 
A primary key is a unique identifier for each record in a table. In accounting, the 
Invoice Number in a Sales table or an Employee ID in a Payroll table serves as a 
primary key, ensuring that each record is distinct and retrievable. 
 
23​ Answer: C) Reports 

Explanation:​
 Reports help in generating structured and formatted financial statements, sales 
reports, and balance sheets. Reports compile data from multiple tables and queries, 
making them useful for presenting yearly financial summaries and taxation records. 

 
24​ Answer: A) UPDATE 
Explanation: 
The UPDATE command is used to modify financial records. Example: 
sql 
CopyEdit 
UPDATE Employees SET Salary = 60000 WHERE EmployeeID = 101;   
 
This changes the salary of Employee ID 101 to $60,000. It is useful in payroll management. 



 
25​ Answer: A) To retrieve specific data from tables 

Explanation:​
 A query is used to filter, sort, and extract relevant financial data. For example, an 
accountant can use: 

sql 

CopyEdit 

SELECT * FROM Transactions WHERE Amount > 5000;  

  

This retrieves all transactions where the amount is greater than $5000, aiding in 
financial auditing. 

 
26​ Answer: A) Forms 

Explanation:​
 Forms provide a user-friendly interface to enter, edit, and update financial records. 
Instead of manually typing SQL commands, accountants can use pre-designed forms 
to enter sales invoices, payroll details, and expenses without errors. 

 
27​ Answer: C) Data is duplicated unnecessarily 
Explanation: 
Relational databases avoid data duplication by using primary and foreign keys. For 
example, a Customer table stores client details, while a Sales table links transactions 
using a CustomerID instead of repeating customer information in every entry. 
 
28​ Answer: A) By tracking all financial transactions 

Explanation:​
 A DBMS records and timestamps all transactions, making it easier to detect 
unauthorized financial activities. Auditors can generate reports to identify unusual 
withdrawals, duplicate payments, or missing entries, helping in fraud prevention. 

 
29​ Answer: B) Relational model 



Explanation:​
 The relational database model is widely used in accounting because it supports 
structured tables, data integrity, and relationships between transactions, customers, 
and financial statements. This improves accuracy and efficiency in financial 
record-keeping. 

​  
30​ Answer: A) Storing duplicate data unnecessarily 

Explanation:​
 Data redundancy occurs when the same data is stored in multiple places, leading to 
inconsistencies and storage wastage. In accounting, avoiding redundancy ensures 
that customer details, payroll records, and financial transactions remain accurate 
and up-to-date. 

 
31​ Answer: B) To connect two tables using a common field 

Explanation:​
 A foreign key is a field in one table that links to the primary key of another table, 
ensuring referential integrity. In accounting, a CustomerID in the Sales table can be 
a foreign key referring to the Customers table, enabling tracking of transactions for 
each client. 

 
32​ Answer: B) Organizing data to reduce redundancy 

Explanation:​
 Normalization is the process of structuring a database to eliminate redundant data 
and improve efficiency. In an accounting database, normalization ensures that 
customer details are stored once and referenced in transaction tables, improving 
accuracy and reducing data duplication. 

 
33​ Answer: B) Queries 

Explanation:​
 Queries allow accountants to retrieve, filter, and analyze financial data efficiently. For 
example, a query can extract all transactions above $10,000 or generate tax-related 
reports by filtering sales and expense records. 

 
34​ Answer: C) By ensuring that all related tables are updated simultaneously 



Explanation:​
 In an accounting system, if an invoice is deleted, its related payments should also 
be updated or removed. A DBMS maintains data consistency using constraints like 
cascading updates and deletes. 

 
35​ Answer: B) Data Encryption 

Explanation:​
 Encryption secures financial records by converting them into coded formats that 
can only be accessed with proper authorization. In banking and corporate accounting, 
encryption ensures confidentiality of sensitive transactions. 

 
36​ Answer: A) By automatically generating salary reports 

Explanation:​
 DBMS automates salary processing, tax deductions, and employee benefits 
calculations. Queries and reports can generate payslips, tax statements, and 
overtime calculations, reducing manual effort and improving efficiency. 

 
37​ Answer: C) INSERT 

Explanation:​
 The INSERT command is used to add new records into a database table. Example: 

sql 

CopyEdit 

INSERT INTO Employees (EmpID, Name, Salary) VALUES (101, 'John 
Doe', 50000);  

  

This adds a new employee record into the payroll system. 
 
38​ Answer: B) To speed up data retrieval 

Explanation:​
 Indexes improve search efficiency by allowing the database to locate records faster. 



In a financial database, indexing on fields like Invoice Number or Transaction ID 
helps in quickly retrieving financial statements. 

 
39​ Answer: B) By generating automated financial statements 

Explanation:​
 DBMS can generate balance sheets, profit & loss statements, and tax reports 
based on stored data. Automation reduces errors and ensures accurate financial 
reporting. 

 
40 ​ Answer: B) Relationships between data tables ensure accuracy 
Explanation: 
Relational databases link tables using primary and foreign keys, ensuring that 
accounting data is accurately structured and consistent across various modules 
like payroll, transactions, and inventory. 
 
41​ Answer: B) Atomicity, Consistency, Isolation, Durability 

Explanation:​
 ACID properties ensure that all financial transactions in an accounting database 
execute reliably and securely without data corruption or inconsistency. 

 
42​ Answer: B) Enhances security and data integrity 

Explanation:​
 DBMS ensures that financial records are protected, accurate, and retrievable, 
reducing fraud and data manipulation risks. 

 
43​ Answer: B) Data Manipulation Command 

Explanation:​
 The DELETE command removes records from a table. Example: 

sql 

CopyEdit 

DELETE FROM Transactions WHERE Amount < 100;  

  



This removes all transactions below $100. 

 
44​ Answer: A) A central database for historical financial data 
Explanation: 
A data warehouse stores large-scale financial records for analysis, forecasting, and 
business intelligence reporting. 
 
45​ Answer: A) By creating periodic backups automatically 
Explanation: 
DBMS allows scheduled backups to protect against data loss and system failures, 
ensuring financial data safety. 
 
46​ Answer: D) Dashboards 

Explanation:​
 Dashboards visually display sales, expenses, and revenue trends in real time, aiding 
quick decision-making. 

 
47​ Answer: B) To automate repetitive tasks like generating invoices 

Explanation:​
 A stored procedure is a pre-written SQL script that automates repetitive tasks in an 
accounting system. For example, a stored procedure can be used to generate 
invoices, update tax calculations, or post monthly salary transactions 
automatically. This reduces manual effort, improves efficiency, and ensures 
consistency in financial data processing. Instead of entering SQL queries manually 
each time, accountants can execute a stored procedure to generate reports, process 
transactions, or apply discounts based on predefined conditions. 

 
48​ Answer: A) Helps maintain real-time updates on payments and dues 
Explanation: 
DBMS enables businesses to track supplier accounts efficiently, ensuring timely 
payments, due date reminders, and reconciliation of accounts. In accounting, 
supplier records store details like purchase orders, invoices, due dates, and 
outstanding balances. Queries can be used to retrieve pending payments, and 
reports can help identify overdue payments to avoid penalties. This helps businesses 
manage cash flows effectively and maintain good relationships with suppliers. 
 



49​ Answer: A) To record all changes made to the database for auditing and 
recovery 

Explanation:​
 A transaction log is a critical feature of a DBMS that keeps track of all changes 
made to financial data, ensuring data integrity and recovery in case of failure. In an 
accounting system, every entry modification—such as updating sales records, 
adjusting payroll figures, or reconciling bank statements—is recorded in the log. 
This helps in financial auditing, fraud detection, and error correction. If a system 
crash occurs, transaction logs allow businesses to restore their data accurately, 
preventing financial losses. 

 
50​ Answer: A) By providing accurate and organized financial records 

Explanation:​
 A DBMS stores and organizes financial data systematically, making it easier for 
auditors to track, verify, and analyze financial transactions. Auditors can use queries 
to extract specific records, generate reports on tax compliance, and cross-check 
transactions against invoices and receipts. DBMS reduces human errors, enhances 
transparency, and ensures that all transactions are properly recorded with timestamps, 
making the auditing process faster and more accurate. 

 
 


