
Subject -Accountancy 

Chapter 1            class -XII COM 

Financial statements for non-profit organisations 

1. What do you mean by non-profit organisations? 

Organisations that are not involved in trading activities and work for the welfare of the 

society are known as non-profit organisations. such as schools, colleges, public hospitals, 

literary societies, clubs etc. 

2. State two characteristics of non-profit organisations. 

i. Non- profit organisation is a separate legal entity that is not owned by any individual 

or enterprise. 

ii. It is managed by the people who have been elected by its members or trustees 

known as managing or executive committee. 

 

3. Non-profit organisation has some distinguished features from that of profit organisations. 

State any one of them. 

Non-profit organisations are formed with a view to serve its members and public at large 

while profit organisations serve the objective of earning profits. 

4. Name any two financial statements prepared by non-profit organisations. 

i. Income and expenditure account 

ii. Balance sheet 

5. Name the account which shows classified summary of transactions of cash book in a non-

profit organisation. 

Receipts and payments account 

6. List any two features of income and expenditure account. 

i. It is a nominal account -only revenue expenses related to the current year are 

debited to this account and only revenue incomes related to the current year are 

credited to this account. 

ii. It has no opening balance. The closing balance which is the balancing figure is either 

the surplus or deficit . 

7. Which type of income and expenses are recorded in Income and expenditure account? 

Both cash and non-cash expenses and revenue income are recorded in the income and 

expenditure account. 

 

8. What is the nature of Income and expenditure account? 

It is a nominal account. 

9. What is capital fund? 

It is the access of assets over liabilities of a non-profit organisation. 

10. What is meant by ‘Fund based accounting’? 

The concept of fund- based account ting refers to the accounting where by receipts and 

income relating to a particular fund are credited to that fund and payments and expenses 

are debited to it. Credit balance of the fund account is shown on the liabilities side of the 

balance sheet. 

11. How will you treat subscription at the time of preparing the accounts of a non-profit 

organisation? 

Subscription being an income of the non-profit organisation is credited to income and 

expenditure account. 



12. What is meant by subscription? 

Subscription is the amount paid by the members of the non-profit organisation on periodical 

basis so that their membership remains alive. 

13. What is the basis for preparing receipts and payments account? 

Cash basis of accounting. 
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14. What is the basis for preparing an Income and Expenditure        

Account in the Case of Not for Profit Organisation ? 

Ans:  “Accrual Concept of Accounting” is to be followed. 

 

15. Give two main sources of income of a Not for Profit 

Organisation. 

Ans:  (i) Subscription.                           (ii) Donation. 

 

16. When the receipts and payments Account is converted into an 

Income and Expenditure Account, an accounting concept is to be         

followed for the Provisions of the Accruals and Outstanding. Name 

the concept that is followed. 

Ans:  “Accrual Concept of Accounting” is to be followed. 

 

17. Which account shows Surplus or Deficit in case of a Not for 

Profit Organisation ? 

Ans:  Income and Expenditure account. 

 

18. What do you mean by Entrance fee or Admission fee ? 

Ans:  Entrance fee is paid by the mentors of the institution at the time of 

becoming a member. It is a revenue receipt and therefore it should be 

treated as income and credited to income and expenditure account. 
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19. What is Legacy ? 

Ans:  It is the amount received by a non profit concern as per the will of 

deceased person. Amount received as Legacy is treated as capital receipt. 

It appears on the debit side of the Receipts and Payments account. It is 

generally of non recurring nature and not treated as income. It is like a 

special donation and shown in the liabilities side of Balance sheet. 

 

20. What do you mean by Honorarium ? 

Ans:  Honorarium is the amount paid to the person who is not a 

permanent employee of the institution but rendered services to the 

institution. Amount paid to him is called honorarium. Some examples of 

honorarium are: Payment to an artist, Payment to a guest lecturer, etc. It 

is a revenue expenditure. 

 

21. What do you mean by Endowment Fund ? 

Ans:  It is a fund arising from a bequest or a gift, the income of which is 

devoted for a specific purpose. Endowment Fund is a capital receipt and 

shown in Balance sheet. 
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22.                                      Calculation of Subscription.           

                      Particulars                ₹ 

Amount received during the year. 
 
Add  Outstanding at the end of 
current year. 
Less  Outstanding at the beginning of 
the year. 
Add  Received advance in the 
beginning of current year. 
Less  Received advance in the end of 
current year. 
 
(Subscription should be shown in 
income side of income and 
expenditure account). 
 

       ******* 
       ******* 
       ******* 
       ******* 
       ******* 
       ******* 
       ******* 
       ******* 
       ******* 
       ******* 

For example: 

       As per the Receipt and Payments account for the year ending 

on March 31st 2010, the subscriptions received were rs.. 3,00,000. 

Additional information given is as follows: 

                               Particulars            ₹ 

Subscriptions Outstanding on April 1st 2009. 
 
Subscriptions Outstanding on March 31st 2010. 
 
Subscriptions received in advance on April 1st 
2009.  
 

     70,000. 

    
     50,000. 
      
     40,000. 
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Subscriptions received in advance on March 31st  
2010.  
 

   30,000. 

 

You are required to compute the income from subscription for the 

year ending 31st March 2010. 

 

Solution:                                  Calculation of Subscription 

 

 

 

 

 

 

 

 

 

 

 

 

 

                      Particulars                 ₹ 
Subscriptions received as per Receipt and 
Payments account. 
 
Add  Subscriptions O.S on March 31st 2010. 
 
 
Add  Received in advance on April 1st 2009. 
Less  O.S on April 1st 2009. 
 
Less  Received advance on March 31st 
2010. 
 
Income from subscription for the year 
2009-2010. 
 

        3,00,000 
           50,000 
  
        3,50,000 
           40,000 

     
       3,90,000      
          70,000 

      
       3,20,000 
          30,000 
   
       2,90,000 
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Assignment: 

 

1. What is the nature of Receipts and Payments account. 

2. Is it correct to state that Receipts and Payments account 

does not show non cash transactions. Why? 

3. Is entrance fee a revenue receipt ? 

4. What is the nature of Income and Expenditure account ? 

5. Select the correct alternative: 

 
1) Not for Profit Organisations prepare:  

(a) Income and expenditure account. 

(b) Trading and profit and loss account. 

(c) Only the trading account. 

(d) None of the above. 

2) Receipt and Payments account is a summary of: 
(a) Debit and credit balance of Ledger account. 

(b) Cash receipts and payments. 

(c) Income and expenses. 

(d) Balances of assets and liabilities. 

3) Donation received for special purpose is a: 
(a) Liability 

(b) Revenue receipt 

(c) Capital receipt 

(d) None of the above. 

4) Receipt and Payments account is a: 
(a) Nominal account 

(b) Real account 

(c) Personal account 

(d) None of these. 
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5) Subscription received in advance during the current 

year is: 
(a) An income 

(b) An asset 

(c) A liability 

(d) None of these. 

6) Income and expenditure account shows: 
(a) Cash in hand 

(b) Surplus or Deficit 

(c) Capital account 

(d) None of these. 

 

6. As per Receipt and Payments account for the year ended on 

March 31st 2018, the subscriptions received were                   

₹ 10,00,000. Additional information given is as follows: 
a) Subscriptions outstanding on 01-04-2017, ₹ 2,00,000. 

b) Subscriptions outstanding on 31-03-2018, ₹ 1,40,000. 

c) Subscriptions received in advance as on  01-04-2017,                     

₹ 1,00,000. 

d) Subscriptions received in advance as on  31-03-2018,                

₹ 120,000. 

7. From the following extract of Receipt and Payments account 

and additional information, compute income from 

subscription for the year ended 31st March 2019. 

▪ Subscriptions received during the year. -     ₹ 1,00,000 

▪ Additional information: 
                                               As at 31st March.       As at 31st March. 
                                                                   2018.(₹)                   2019.(₹) 

 

Subscriptions Outstanding.                        20,000.                   40,000. 

Subscriptions received in advance.           30,000.                   20,000.. 


