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Not For Profit Organizations

1. The CC Association is a not-for-profit organization that provides counselling services to
children. It is a small community organization with annual revenues of $200,000. Which of
the following accounting practices followed by CC Association is NOT in accordance with
generally accepted accounting principles?

a) Transfers between funds are reported in the statement of changes in net assets, but
not in the statement of operations.

b) Pledges and bequests are recorded as receivables in the statement of financial
position when they are made and are written off only after they have been proven to
be uncollectible.

c) Restricted contributions to the general fund are accounted for in accordance with the
deferral method.

d) Furniture and equipment are expensed when acquired; this policy is disclosed in the
notes.

e) Services donated by professional child counsellors are not recorded in the statement
of operations; this policy and the estimated fair value of these services are disclosed
in the notes.

2. The XYZ Society (XYZ) has been growing and now has annual net revenues in excess of
$800,000. During the past year, XYZ moved to larger offices and one of its members
donated some of his own business office furniture which had a market value of $3,000 and
a book value of $5,000. To expand the useful life of the furniture, XYZ had it refurbished
at a cost of $1,000. According to generally accepted accounting principles, how should
XYZ report the furniture on its financial statements?

a) It should be recorded as a capital asset on the statement of financial position at a
value of $1,000.

b) It should be recorded as a capital asset on the statement of financial position at a
value of $4,000.

c) Because the furniture was donated, it should not be recorded as an asset and the
$1,000 refurbishment cost should be expensed.

d) It should be recorded as a capital asset on the statement of financial position at a
value of $6,000.

e) It should be recorded as a capital asset on the statement of financial position at a
value of $3,000 and the $1,000 refurbishment cost should be expensed.

3. CLC is a not-for-profit organization that helps children improve their literacy and uses
fund accounting to report its activities. Mr. Donovan donated $250,000 to CLC to be used
to finance a specific event to promote children’s literacy. In which of the following funds
would CLC record the donation?

a) General fund.

b) Special (reserve) fund.
c) Capital fund.

d) Fiduciary fund.

e) Endowment fund.



4. Which of the following best describes the purpose of encumbrance accounting?

5.

a)
b)
c)

d)
e)

Keep track of restricted resources.

Highlight variances from the planned use of unrestricted funds.

Prevent the issuing of purchase orders when there are no uncommitted budgeted
amounts.

Match revenues with related expenses.

Convey information through the financial statements about the restrictions placed on
the organization’s resources.

Which of the following describes a difference between accounting for not-for-profit
organizations (NPOs) and governments?

a)
b)
c)
d)

e)

NPOs should comply with the accounting recommendations specified for NPOs in the
CICA Handbook, whereas governments should comply with those issued by the Public
Sector Accounting Board.

NPOs use fund accounting, whereas governments use program accounting.

NPOs may have funds that are restricted for specific purposes, but governments do not
have specific restricted funds.

NPOs may use different accounting policies for different funds, but governments must
use the same accounting policies.

None of the above.



