SHREYAS TUTION CENTRE
Accounting for Net Profit Organizations
I. State whether the following statements are ‘True’ or ‘False’:

1. Receipts and payments account is nothing but a consolidated summary of the 

    cash book.

2. Receipts and payments account is a real account.

3. Income and expenditure account is a real account.

4. Entrance fees unless otherwise stated is to be taken as a capital receipt.
5. Donations unless otherwise stated is to be taken as a capital receipt.

6. Sale of old materials must be credited to capital fund in the balance sheet.
7. Income and expenditure relating to special funds should not be dealt with in the 

    income and expenditure account.

8. Receipts and payments account is a summary of all capital receipts and payments.

9. Any subscriptions received in advance are treated as capital receipts and are 
    therefore taken to the liabilities side of the balance sheet.

10. Payment of honorarium is treated as a capital expenditure.
Answers: 1.True         2. True               3. False          4. False          5. True  
                 6. False       7. True                8. False          9. False        10. False
II. Fill in the blanks:
1. In a receipts and payments account the payments are recorded on the … side.

2. The closing debit balance in the receipts and payments account indicates the    

    …balance at the end of the year.

3. The income and expenditure account is prepared on the basis of ….. system of 

    accounting.

4. A debit balance in the income and expenditure account denotes excess of …over...

5. Income and expenditure matches all…. Receipts against ….. payments pertaining 

    to the relevant accounting year.

6. Any amount received towards Endowment funds is a ….. receipt.
7. Interest received on special fund investments will be added to ….. fund in the 

    balance sheet.

8. Subscriptions received in advance will figure in the ….
9. Any revenue expenditure relating to special fund must be deducted from….

10. Out of Rs.5,00,000 collection for the building Rs.3,00,000 is invested and the 
      balance spent on building. Income from investments Rs.20,000. The balance to 
      be shown in the building fund….

Answers: 1. Credit
2. Cash      3. Mercantile   4. Expenditure`
5. Revenue, Revenue
                 6. Capital  7. Special   8. Balance sheet  9. Special Fund   10. Rs.5,20,000

III. 1. The credit balance in the Income and Expenditure account indicates
(a) the excess of income over expenditure

(b) the excess of expenditure over income

(c) the excess of cash receipts over cash payments

(d) the excess of cash payments over of cash receipts.

       2. Which of the following items should not be entered in Receipts and Payments 

           Account of a club? 

(a) Sale of old newspapers

(b) Loss on sale of old furniture

(c) Subscriptions received in advance

(d) Expenses paid for the previous year.

        3. Which of the following items will not appear in the Balance Sheet of a club?

            (a) Subscriptions received in advance

            (b) Donations received during the year

            (c) Entrance fees paid by new members

            (d) Subscriptions relating to previous years, collected during the year.

         4. Stock of stationery on 1st January, 1990 Rs.300; 

              Creditors for stationery on 31st December, 1990


Rs.   200

              Payment for stationery during 1990



Rs.1,400

              Opening balance of creditors for stationery


Rs.   300

              Stock of stationery on 31st December 1990


Rs.   200
