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Dear Students,

Following questions are newly added in the April 2016 edition of ICAI Practice Manual. Since these
questions are newly added by ICAI we were unable to cover them in our 35th Edition materials. Since
all these questions are newly added, they will be very important from exam point of view. Please pay
more attention on these questions.

1. BUSINESS PROCESS MANAGEMENT & IT
Q.No.1. What are the key benefits of Business Process Automation (BPA)?

The key benefits of Business Process Automation are as follows:

i) Saving on costs: Automation leads to saving in time and labor costs through higher efficiency
and better management of the people involved.

ii) Staying ahead in competition: Today, in order to survive, businesses need to adopt automation.

iii) Fast service to customers: Automation shortens cycle times in the execution of processes
through improved and refined business workflows and help enterprises to serve their customers
faster and better.

iv) Reducing the impact of human error: BPA removes human participation in the process, which
is the source of many errors.

v) Transforming data into information: BPA can, apart from collecting and storing data also
analyze data and make it available in a form that is useful for decision -making.

vi) Improving performance and process effectiveness: In many cases, tasks that must be done
manually are the bottlenecks in the process. Automating those manual tasks, speeds up the
effective throughput of the application.

vii) Making users more efficient and effective: People can focus their energies on the tasks they
do best, allowing the computers to handle those that machines are best suited for.

viii) Making the business more responsive: Enterprises can easily automate new applications
and processes as they are introduced that provide greater control over business and IT
processes.

ix) Improving collaboration and information sharing: Business processes designed through a
collaborative mean IT can integrate its processes with the business –side logic that drives day-to-
day operations.

Q.No.2. Write short note on the following:
i) Radical Redesign
ii) Entity-Relationship Diagram
iii) Business functions of Value Chain

i) Radical Redesign: Radical redesign means that Business Process Reengineering (BPR) is
reinventing and not enhancing or improving. In other words, BPR is based on the understanding
that the products and services a company offers to the market are provided through business
processes, and a radical redesign of these processes is the road to success. A radical rethinking
on the way the business is run brings the finest out of the organization.

ii) Entity-Relationship Diagram: An Entity-Relationship (ER) diagram is a data modeling technique
that creates a graphical representation of the entities, and the relationships between entities,
within an information system. ER diagrams repeatedly bring into play symbols to symbolize three
dissimilar types of information. Boxes are commonly used to represent entities. Diamonds are
normally used to represent relationships. A relationship is an association that exists between two
entities.
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iii) Business functions of the Value Chain are as follows:
• Research and Development;

• Design of products, services, or processes;

• Production;

• Marketing and Sales;

• Distribution; and

• Customer Service

Q.No.3. Mention the challenges in implementing ‘Business Process Automation’.

Some of the challenges in implementing Business Process Automation (BPA) are as follows:
i) The number of interfaces with the customers is growing (e.g. phone, fax, email, sms, PDA, etc.);
ii) The product, service and price options have increased the complexity of the business;
iii) Most organizations have a whole suite of ‘build and buy’ systems and applications, often each

with its own data format; and
iv) Budgets are being cut.

Q.No.4. ABC Limited is planning to implement Business Process Management Systems
(BPMS). The Management asked you to briefly explain some benefits of BPMS to help them to
take a decision on BPMS.

Some of the benefits of Business Process Management Systems (BPMS) are as follows:
i) Automating repetitive business processes: Processes such as report creation and distribution

or the monitoring of or reporting on company’s Key Performance Indicators (KPI) reduces the
manual operational costs and helps employees to concentrate on activities that are important to
the success of business.

ii) BPMS works by 'loosely coupling' with a company's existing applications: This enables it to
monitor, extract, format and distribute information to systems and people; in line with business events
or rules.

iii) Operational Savings: BPM focuses on optimization of processes. The processes that are
repetitive are optimized and lead to reduced expenses which translate to immediate cost savings.
By automating a task, ROI of BPM that requires six hours of manual intervention, one can expect
to cut that time to half. Thus, three hours multiplied by the number of times the process is
completed in a cycle will yield significant cost saving.

iv) Reduction in the administration involved in Compliance and ISO Activities: Be it a quality
assurance initiative such as the ISO standards, a financial audit law, or an IT systems best
practice implementation, companies worldwide are seeing the need to manage compliance as
part of their everyday business activities. The BPM is ideally suited to help support companies in
their quest for process improvement and compliance/governance certification. It gives full control
over process and document change, clarity of inherent risks, and ease with which process
knowledge is communicated across the company.

v) Freeing - up of employee time: While the euphuism “time is money” is often overused, it is very
relevant to this topic, because in business, for each additional hour it takes to complete a manual
business process, there is a hard cost associated with employee time as well as soft costs
associated with losing business or lowered productivity. Another area where time comes into play
is in opportunity costs.
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2. INFORMATION SYSTEMS AND IT FUNDAMENTALS
Q.No:1Name the various phases of System Development Life Cycle (SDLC) in the logically
correct order.

The various phases of System Development Life Cycle (SDLC) are as follows:

• Phase 1: System Investigation

• Phase 2: System Analysis

• Phase 3: System Designing

• Phase 4: System Implementation

• Phase 5: System Maintenance and Review

Q.No:2 What is Server? Briefly explain any four types of servers based on the nature of
service they provide.

Server: A server is a computer program running to serve the requests of other programs, the "clients".
Servers are often dedicated, meaning that they perform no other tasks besides their server tasks. The
clients either run on the same computer, or they connect through the network.

Some of the different types of servers based on the nature of service they provide are as follows:

i) File server: This is a computer and storage device dedicated to storing files. Any user on the
network can store files on the server.

ii) Print server: This is a computer that manages one or more printers.

iii) Network server: This is a computer that manages network traffic.

iv) Database server: This is a computer system that processes database queries.

v) Application Server: This is a program that handles all application operations between users and
an enterprise's backend business applications or databases.

vi) Web Server: Web server has an IP address and possibly a domain name, and is the computer
that delivers (serves up) web pages.

vii) Mail Server: Mail servers move and store mail over corporate networks.

Q.No:3 (a) Mention briefly the different types of application software.
(b) What are the major advantages and disadvantages of DBMS?

(a) The different types of application software are as under:
i) Application Suite: Has multiple applications bundled together. Related functions, features

and user interfaces interact with each other. E.g. MS Office 2010 which has MS Word, MS
Excel, MS Access, etc.

ii) Enterprise Software: Addresses an enterprise’s needs and data flow in a huge distributed
environment. E.g. ERP Applications like SAP.

iii) Enterprise Infrastructure Software: Provides capabilities required to support enterprise
software systems. E.g. email servers, Security software.

iv) Information Worker Software: Addresses individual needs required to manage and create
information for individual projects within departments. E.g. Spreadsheets, CAAT (Computer
Assisted Audit Tools) etc.

v) Content Access Software: Used to access contents and addresses a desire for published
digital content and entertainment. E.g. Media Players, Adobe Digital etc.
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vi) Educational Software: Holds contents adopted for use by students. E.g. Examination Test CDs.

vii) Media Development Software: Addresses individual needs to generate and print electronic
media for others to consume. E.g. Desktop Publishing, Video Editing etc.

(b) Major advantages of Database Management Systems (DBMS) are given as follows:
i) Permitting data sharing: One of the principle advantages of a DBMS is that the same

information can be made available to different users.
ii) Minimizing Data Redundancy: In a DBMS duplication of information or redundancy is, if not

eliminated, carefully controlled or reduced i.e. there is no need to repeat the same data over
and over again. Minimizing redundancy can therefore significantly reduce the cost of storing
information on hard drives and other storage devices.

iii) Integrity can be maintained: Data integrity is maintained by having accurate, consistent, and
up-to-date data. Updates and changes to the data only have to be made in one place in
DBMS ensuring Integrity. The chances of making a mistake increase if the same data needs
to be changed at several different places than making the change in one place.

iv) Program and file consistency: Using a DBMS, file formats and programs are standardized.
This makes the data files easier to maintain because the same rules and guidelines apply
across all types of data. The level of consistency across files and programs also makes it
easier to manage data when multiple programmers are involved.

v) User-friendly: DBMS makes the data access and manipulation easier for the user. DBMS
also reduce the reliance of users on computer experts to meet their data needs.

vi) Improved security: DBMSs allow multiple users to access the same data resources which could
lead to risk to an enterprise if not controlled. Security constraints can be defined i.e. Rules can be
built to give access to sensitive data. Some sources of information should be protected or secured
and only viewed by select individuals. Through the use of passwords, database management
systems can be used to restrict data access to only those who should see it.

vii) Achieving program/data independence: In a DBMS data does not reside in applications but
data bases program & data are independent of each other.

viii) Faster application development: In the case of deployment of DBMS, application
development becomes fast. The data is already therein databases, application developer has
to think of only the logic required to retrieve the data in the way a user needs. Major
disadvantages of DBMS are as under:

ix)
 Cost: Implementing a DBMS system can be expensive and time-consuming, especially in

large enterprises. Training requirements alone can be quite costly.
 Security: Even with safeguards in place, it may be possible for some unauthorized users to

access the database. If one gets access to database, then it could be an all or nothing
proposition.

Q.No:4 Describe the following recent technologies in the field of IT:
i) Ipad  ii) Ultra Mobile PC (UMPC)

i) Ipad: The iPad runs a version of iOS. iOS is designed for finger based use and has none of the
tiny features which required a stylus on earlier tablets. Apple introduced responsive multi touch
gestures, like moving two fingers apart to zoom in. iOS uses less power, and so gives better
battery life than the Intel devices used by Windows tablets.

ii) Ultra Mobile PC (UMPC): An Ultra-Mobile PC is a small form factor version of a pen computer, a
class of laptop whose specifications were launched by Microsoft and Intel in spring 2006. UMPCs
are smaller than subnotebooks, have a TFT display measuring (diagonally) about 12.7 to 17.8 cm
(5 to 7 inches screen), are operated like tablet PCs using a touch screen or a stylus, and can also
have a physical keyboard.
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3. TELECOMMUNICATION AND NETWORKS
Q.No:1 How extranets are used by Business Organization?

The Extranets can be used by business organizations in some of the following ways:

 Share product catalogs exclusively with wholesalers or those “in the trades”;

 Collaborate with other companies on joint development efforts;

 Jointly develop and use training programs with other companies;

 Provide or access services provided by one company to a group of other companies;

 Share news of common interest exclusively with partner companies;

 Establish direct private network links between themselves, or create private secure internet links
between them called virtual private networks; and

 Use the unsecured internet as the extranet link between its intranet and consumers and others,
but rely on encryption of sensitive data and its own firewall systems to adequate security.

Q.No:2 Briefly explain three tiers in three tier architecture.

The three tiers in Three-tier architecture are as follows:

 Presentation Tier: This tier occupies the top level, communicates with other tiers and displays
information related to services available on a website.

 Application Tier: Also called the Middle tier, Logic tier, Business Logic or Logic tier; this tier
controls application functionality by performing detailed processing.

 Database Tier: This tier houses the database servers where information is stored and retrieved.
Data in this tier is kept independent of application servers or business logic.

Q.No:3 Which network topology can be used in case of Military Installations with a very small
number of nodes and why it should be used? List advantages and disadvantages of such
network topology.

In case of Military installations with a very small number of nodes, Mesh Network topology should be used.

In fully interconnected Mesh topology, each node is connected by a dedicated point to point link to
every node and thus the reliability is very high which is of prime importance in any military
installations. Even if one node fails, Mesh topology provides h igh degree of redundancy with each
node connected to remaining nodes.

Advantages of mesh network are as follows:

 Mesh network topology yields the greatest amount of redundancy in the event that if one of the
nodes fails, the network traffic can be redirected to another node.

 Network problems are easier to diagnose.

Disadvantages of mesh network are as follows:

 Mesh networks are not very common because of its high cost of installation and maintenance.

 More cabling is required than any other configuration.
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Q.No:4 Mention the two categories of encryption/decryption methods. What are two basic
approaches to encryption?

The two categories of encryption/decryption methods are: the Secret Key Method and the Public Key
Method.
 Secret Key Method: In Secret key encryption/decryption method, the same key is used by both

sender and the receiver. The sender uses this key and an encryption algorithm to encrypt data;
the receiver uses the same key and the corresponding decryption algorithm to decrypt the data.

 Public Key Method: In Public key encryption, there are two keys: a private key which is kept by
the receiver and the public key which is announced to the public. The two basic approaches to
Encryption are as follows:

 Hardware Encryption: Hardware encryption devices are available at a reasonable cost, and can
support high- speed traffic. If the Internet is being used to exchange information among branch
offices or development collaborators, for instance, use of such devices can ensure that all traffic
between these offices is secure.

 Software encryption: Software encryption is typically employed in conjunction with specific
applications. Certain electronic mail packages, for example, provide encryption and decryption for
message security.

Q.No:5 What are the key aspects to be considered in implementing e-commerce?

The key aspects to be considered in implementing e-commerce are as follows:

 Involvement of stakeholders, key trading partners, and external auditors to obtain insight into the
design and deployment of e-commerce solution;

 Implementing appropriate policies, standards and guidelines;

 Performing cost benefit analysis and risk assessment to ensure value delivery;

 Implementing the right level of security across all layers and processes;

 Establishing and implementing the right level of baseline (best practice) controls;

 Integration of e-Commerce with the business process and the physical delivery channels;

 Providing adequate user training; and

 Performing post implementation review to ensure controls are working as envisaged.

4. BUSINESS INFORMATION SYSTEMS
Q.No:1 Explain the pre-requisites of ACID Test for any Transaction Processing System (TPS).

The ACID Test refers to the following prerequisites for any Transaction Processing System (TPS).

i) Atomicity: This means that a transaction is either completed in full or not at all. TPS systems
ensure that transactions take place in their entirety.

ii) Consistency: TPS systems exist within a set of operating rules or integrity constraints. For
Example - If an integrity constraint states that all transactions in a database must have a positive
value, any transaction with a negative value would be refused.

iii) Isolation: Transactions must appear to take place in seclusion. For example, the funds cannot be
credited to an account before they are debited from another.

iv) Durability: Once transactions are completed they cannot be undone. To ensure this, a log will be
created to document all completed transactions.
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Q.No:2 You are an in-charge of Customer Relationship Management (CRM). Describe the
relevance of Old Pareto Rule “80/20 Rule”.

Pareto Rule emphasizes that most organizations find that approximately 20% of their customer base
generates 80% of the profits. It is merely based on the philosophy that indicates that old trustworthy
customers are most lucrative and help in generating profits.

Q.No:3 Write short note on “Just-In-Time (JIT)”.

JIT is a philosophy of continuous improvement in which non-value-adding activities (or wastes) are
identified and removed for the purposes of:
 Reducing Cost
 Improving Quality
 Improving Performance
 Improving Delivery
 Adding Flexibility
 Increase Innovativeness

When the JIT principles are implemented successfully, significant competitive advantages are
realized. JIT principles can be applied to all parts of an organization: order taking, purchasing,
operations, distribution, sales, accounting, design, etc.

5. BUSINESS PROCESS AUTOMATION THROUGH APPLICATION SOFTWARE
Q.No:1 What are the components of the Computerized Information Processing Cycle?

The components of a Computerized Information Processing Cycle include the following:
 Input: Entering data into the computer;
 Processing: Performing operations on the data;
 Storage: Saving data, programs, or output for future use; and
 Output: Presenting the results.

Q.No:2 What are the major process controls, which should be enforced through front end
application system, to have consistency in the control process?

The Process Controls that should be enforced through the front end application system, to
have consistency in the control process are as follows:
 Run-to-Run Totals: These help in verifying data that is subject to process through different

stages. A specific record can be used to maintain the control total.
 Reasonableness Verification: Two or more fields can be compared and cross verified to ensure

their correctness.
 Edit Checks: Edit checks similar to the data validation controls can also be used at the

processing stage to verify accuracy and completeness of data.
 Field Initialization: Data overflow can occur, if records are constantly added to a table or if fields

are added to a record without initializing it .
 Exception Reports: Exception reports are generated to identify errors in data processed.
 Existence/Recovery Controls: The check-point/restart logs facility is a short-term backup and

recovery control that enables a system to be recovered if failure is temporary and localized.
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Q.No:3 Write short note on the following:
i) Network Virtualization
ii) MS Office Applications
iii) Storage Virtualization

i) Network Virtualization: In IT, Virtualization is the process of creating logical computing resources
from available physical resources. This is accomplished using virtualization software to create a layer
of abstraction between workloads and the underlying physical hardware. Network Virtualization allows
a large physical network to be provisioned into multiple smaller logical networks and conversely allows
multiple physical LANs to be combined into a larger logical network. This behavior allows
administrators to improve network traffic control, enterprise and security.

ii) MS Office Applications: These are various office automation systems made available by Microsoft
Corporation which include MS Word, MS Excel, MS PowerPoint, MS Access, etc. Each of these
software help to achieve automation of various tasks in the office. It has features such as customized
ribbon, backstage view, built-in graphics toolset, enhanced security, excel spark lines, pivot for Excel,
PowerPoint broadcast, Power Point compression, paste, preview and outlook conversation view.

iii) Storage Virtualization: Storage virtualization is the apparent pooling of data from multiple
storage devices, even different types of storage devices, into what appears to be a single device
that is managed from a central console. Storage virtualization helps the storage administrator
perform the tasks of backup, archiving, and recovery more easily -- and in less time -- by
disguising the actual complexity of a Storage Area Network (SAN|).

Q.No:4 Define ‘On-line processing’ and ‘Real-time processing’.

Online Processing: In this, data is processed immediately while it is entered, the user usually only
has to wait a short time for a response. (Example: games, word processing, booking systems).
Interactive or online processing requires a user to supply an input. Interactive or online processing
enables the user to input data and get the results of the processing of that data immediately.
Real-time Processing: Real time processing is a subset of interactive or online processing. Input is
continuously, automatically acquired from sensors which are processed immediately in order to
respond to the input in as little time as possible. The system doesn't need a user to control it. Real
time processing is used in warning systems on aircraft, alarm systems in hazardous zones, burglar
alarms etc.

6. FLOW CHARTS

Q.No.1. ABC Limited is a software development company, which appointed 50 software
engineers in August’ 2014 at a monthly salary of Rs. 30,000. All these engineers shall be
entitled for an increment in their monthly salary after six months. The increment on present
monthly salary shall be based on their performance to be evaluated on a 100 marks scale as
per detains given below:
- Performance Marks < 70, then increment shall be 10% of present salary.
- 70 ≤ Performance marks < 80, then increment shall be 20% of present salary.
- Performance marks ≥ 80, then increment shall be 30% of present salary.
Draw a Flow-Chart to enable to print the details like name of the engineer, performance marks,
monthly increment amount and revised monthly salary for each of these 50  engineers.

Let us define the variables first:
PM: Performance Marks, RESAL: Revised Monthly Salary,

INCAMT: Increment Amount, NAME: Name of Engineer,

N: Pointer to track number of Engineers INCREMENT = 0.
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Q.No.2. A bank has 500 employees. The salary paid to each employee is sum of his basic pay,
Dearness Allowance and House rent allowance. For the purpose of computing house rent
allowance bank has classified his employees into three classes A, B and C. The house rent
allowance for each class is computed at the rate of 30 percent, 20 percent and 10 percent of
the basic pay respectively. The dearness allowance is computed at a flat rate of 60 percent of
the basic pay. Draw a flow chart to determine the percentage of employee falling in the each of
the following salary slabs:
(i) Above Rs. 30,000 (ii) Rs. 15,001 to Rs. 30,000
(iii) Rs. 8,001 to Rs. 15,000 (iv) Less than or equal to Rs. 8,000.

Abbreviations used are as follows:
P1: Percentage of employees falling in salary slab (salary<=8,000);
P2: Percentage of employees falling in salary slab (8,001<= salary<=15,000)
P3: Percentage of employees falling in salary slab (15,001<= salary<=30,000)
P4: Percentage of employees falling in salary slab (salary >=30,000)
I: Count of number of employees
The required flowchart is given below:



INFORMATION TECHNOLOGY - NEWLY ADDED QUESTIONS IN LATEST PRACTICE MANUAL (APRIL 2016)

Page 10 of 11

Q.No.3. An E-commerce site has the following cash back offers.
i) If the purchase mode is via website, an initial discount of 10% is given on the bill amount.
ii) If the purchase mode is via phone app. An initial discount of 20% is given on the bill

amount.
iii) If done via any other purchase mode, the customer is not eligible for any discount. Every

purchase eligible to discount is given 10 reward points.
a) If the reward points are between 100 and 200 points, the customer is eligible for a further

30% discount on the bill amount after initial discount.
b) If the reward points exceed 200 points, the customer is eligible for a further 40% discount

on the bill amount after initial discount.
Taking purchase mode, bill amount and number of purchases as input draw a flowchart to
calculate and display the total reward points and total bill amount payable by the customer
after all the discount calculation.

Let us define the variables first:
PM: Purchase Mode
BA: Bill Amount
TBA: Total Bill Amount
NOP: Number of Purchases
TRP: Total Reward Points
IN_DISC: Initial Discount
ET_DISC: Extra Discount on purchases eligible to Initial Discount
N: Counter (to track the number of purchases)

Q.No.4. A company ABC Ltd. is engaged in selling consumer goods to different categories of
customers. In order to increase its sales, different types of discounts are offered to
customers. The policy of discount is as given below:
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i) On cooking range, a discount of 12 percent is allowed to dealers and 9 percent to retailers
irrespective of the value of the order.

ii) A discount of 12 percent is allowed on washing machine irrespective of the category of
customer and the value of the order.

iii) On decorative products, dealers are allowed a discount of 20 percent provided that the
value of the order is Rs. 10,000 and above. Retailers are allowed a discount of 10 percent
irrespective of the value of the order.

Draw a flow chart to calculate the discount for the above policy.

THE END


