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 NOT FOR PROFIT ORGANIZATIONS 
 

 
 

INTRODUCTION  

There are many organisations which are not run with the objective of earning profit. 
 
Examples of non-profit organisations are: 
 Sports and Social Clubs 
 Unions and Associations 
 Co-operative Societies 
 Charitable Institutions etc. 

 
They are made to render services to the society or their members. They do not distribute 
any share of profit or dividend to members. 
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They usually conduct an Annual General Meeting of members. In Spite of having a non-
profit motive, these organisations do have financial transactions which need to be 
accounted for. These records are then used to present summarised reports to its members 
at its annual general meeting. 
 

HOW RECORDS ARE MAINTAINED IN NON- PROFIT ORGANIZATIONS 
The revenue of non-
subscriptions, donations, fees etc. Expenditure is incurred in providing services to its 
members for participation and enjoyment. 
 
Unless an organisation is very large, complete double entry system is not followed. Mostly, 
the accounting for non-profit organisations is done by maintaining a system of incomplete 
records (i.e. under Single Entry System). 
 
In non-profit accounting, a Cash Book is maintained to record the receipts and payments 
during a period. No other books of accounts are maintained. 
 

WHICH ACCOUNTS ARE PREPARED BY NON-PROFIT ORGANISATIONS? 
In Non-Profit Accounting, generally the following accounts are prepared at period end:

1. Receipts and Payments Account (A substitute of Cash and Bank Account) 
2. Income and Expenditure Account (A Substitute of Profit and Loss Account); and
3. Balance Sheet 

Receipts and payments account 

 It is an account which contains summary of all the Cash and Bank transactions made 
by the organisation during a particular financial period. 

 It starts with opening balances of Cash and Bank. 
 All receipts in cash and via cheques (i.e. through the bank account) are debited. 
 All payments via cash and cheques are credited. 
 It ends with the closing cash and bank balances. 
 All cash and bank transactions are recorded in this account. No distinction is made 

between capital and revenue items. No adjustment is made for outstanding and 
prepaid amounts as per the accrual concept. 

Income and expenditure account 

 This account is prepared in place of Profit and Loss Account. The name Profit and 
Loss Account cannot be used here since the organisation does not have profit 
motive. 

 This account is prepared on accrual basis. All revenue expenses related to the 
particular period are debited and revenue incomes of the same period are credited.
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 All expenses and incomes of capital nature are excluded. 
 If the incomes exceed the expenses, i.e. the balance is of credit nature, then it is 

called Surplus (instead of profit). If the expenses exceed the incomes, i.e. the balance 
is of debit nature, it is called Deficit (instead of Loss). 

 The Surplus or Deficit is transferred to Capital Fund in the balance sheet. 

Balance sheet 

 The Balance Sheet is prepared in the same way as that of a trading concern. There is 
no notable difference. 

 

SOME IMPORTANT POINTS TO BE NOTED 
 
Donations 

 Specific donation: Donation received for a specific purpose should be credited to a 
Special Fund. Example, if donation is received for construction of a building, it should 
be credited to Building Fund account. 

 General donation: If nothing is mentioned, donations of non-recurring nature should 
be credited to Capital Fund. Donations of recurring nature should be credited to 
Income and Expenditure Account. 

Entrance or admission fees 

 If there are no rules, such fees may be added with Capital Fund. 
 However, if such fees are of small amounts and cover the expenses of admission 

only, it may be credited to Income and Expenditure Account. 

Subscriptions 

 Members usually pay subscription to continue their membership with the concern. 
The subscription may be annual or lifetime. 

 Annual subscription should be credited to Income and Expenditure Account on 
accrual basis. 

 Life Membership Subscription is usually credited to a separate account and is shown 
as a liability. An amount is apportioned out of it every year on proportionately and 
credited to the Income and Expenditure Account. This amount is also deducted from 
the liability. 

 The balance of life membership subscription of a member is carried forward till it is 
fully exhausted. 

 If any member dies beforehand, the balance of his life membership subscription is 
transferred to Capital Fund. 
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How to prepare accounts for a non-profit organisation 

As discussed above, you will have to prepare the Income and Expenditure Account and the 
Balance Sheet at the end of a particular period. In some cases, the Receipts and Payments 
Account may also have to prepared. 
 
However, in most of the cases the Receipts and Payments Account would be provided with 
information about Assets and Liabilities and other adjustments. This is because all concerns 
generally maintain records of all cash and bank transactions. 
 
So, preparation of Receipts and Payments Account is not an issue. The main task is to 
prepare an Income and Expenditure Account and a Balance Sheet from the given Receipts 
and Payments Account. 
 
 
EXAMPLES  
 
Example  01 

A Club has received Rs 185 000 as subscription. Subscription in arrears at the beginning and 
at the end of the year were respectively Rs 13 000 & Rs 15 000.The Subscription money 
received in advance at the beginning and at the end of the year were Rs 1 500 & Rs 2 000.
 
What is the amount to be shown as subscription in the Income & Expenditure A/C? 
a. Rs 183 500 
b. Rs 186 500 
c. Rs 187 500 
d. None of the above 

 
Example  02 

Subscription received for the rear 2010 is Rs 15 500. As at 01st of January and 31st of 
December 2010, subscription in arrears is Rs 3 250 & Rs 4 100. As at 01st of January and 31st

of December 2010, Subscription received in advance is Rs 750 & Rs 850. How much to be 
shown as Subscription income? 

a. Rs 14 750   
b. Rs 18 000 
c. Rs 16 250    
d. Rs 15 500 
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Example  03 

There are 500 members in a sports club. The subscription per member for a year is Rs 20/. 
Followings is the particulars regarding subscription for year 2010. 
 
a. 20 Members have paid the subscription money for this year in year 2009. 
b. 10 members have not paid their subscription money for year 2009. 
c. Subscription for year 2004 has received as follows: 

For 2009 Rs.       120 
For 2010 Rs.         8,600 
For 2011  Rs.          70 

Rs        8,790 
d. In 2008, 6 have paid Rs 200 per person as life membership fees for 10 years. 
e. Rs 40 which was written off was received during the year. This amount is in the subscription 

received for year 2009. 
f. Subscription in arrears for year 2009 Rs 80 is to be written off. 

Prepare Subscription account for the year 2010. 
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AAT - PAST PAPERS  
 
1. 2018 JAN AAT II Q7 
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2. 2017 JUL AAT II Q9 
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3. 2017 JAN AAT II Q7 
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4. 2017 JAN AAT II Q6 

 
 
5. 2016 JUL AAT II Q5 
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6. 2016 JUL AAT II Q8 
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7. 2016 JAN AAT II Q9 
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8.  2015 JUL AAT II Q8 

9.  2016 JAN AAT II Q1 (1.1)  
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10. 2018 JAN AAT II Q1 (1.4) 

 
 
11.  2009 JUN AAT II Q4 
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12.  2008 DEC AAT II Q3 
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13.  2009 JUN AAT I Q3 
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14.  2009 DEC AAT I Q5 
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15.  2018 JUL AAT II Q7 
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16.  2019 JAN AAT II Q7 
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17.  2019 JUL AAT II Q8 
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18.  2020 JAN AAT II Q7 
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19.  2020 JUL AAT II Q4 
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CA BL1 - Revision Kit  
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2018 A/L MCQ Q39

Rantharu Sports Club has 100 members. Annual subscription of a member is Rs. 2 400. The 
following information is given. 

Description            As at 31.03.2018 (Rs.)  As at 31.03.2017 (Rs.) 

 Subscription received in advance         24 000               12 000

 Subscription in arrears            36 000               48 000

Indicate the following of this sports club: 

(a) Subscription income recognized for the year ending 31.03.2018    

(b) Total subscription received during the year ending 31.03.2018      

2017 A/L MCQ Q39 

The following information relates to subscription of a sports club: 

Description                                     

 Subscription received in advance                    80 000                                         60 000 
 Subscription in arrears                                       30 000                                         20 000 

The annual subscription per member is Rs. 1000. There were 60 members during the year 

ending 31.03.2017. Calculate the following for the year ending 31.03.2017. 

(a)  

(b)  

2016 A/L MCQ Q10 & Q11 
 
Use the following information to answer questions a and b. 

 the year ending 
31.03.2016. 
 
Description                                                                                                           

Subscription received (of which 1/4th relates to the year ending 31.03.2015) 360 

Donations received to purchase sports equipment                                                500 

Interest income earned on the fixed deposit                                                    50 

Total expenses                                                                                                       300 
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Additional information:
 The annual subscription per number is Rs. 4 000. There were 100 members in the 

association at 31.03.2016.  
 The policy of the association is to recognize donations as income over a period of 5 

years commencing from the year of receipt. 
 Interest on fixed deposit is receivable when it matures on 31.05.2016. 
 All expenses have been paid in cash. 
 Cash balance as at 31.03.2015 was Rs.150 000. 

 
a. What was the surplus for the year ending 31.03.2016? 
1) Rs. 120 000 
2) Rs. 210 000 

3) Rs. 250 000 
4) Rs. 520 000 

5) Rs. 650 000

b. What was the net increase in the cash balance for the year ending 31.03.2016?
1) Rs. 470 000 
2) Rs. 520 000 

3) Rs. 560 000 
4) Rs. 610 000 

5) Rs. 860 000

 
2015 A/L MCQ Q13 
 
The following information relates to the subscription of a sports club for the year ending 
31.03.2015. the composition of subscription received in year 2014/2015: 

Year            Rs.  

2013/2014     9 000 
2014/2015   50 000 
2015/2016   20 000 
     79 000 

 
As at 31.03.2015 (Rs.) As at 31.03.2014 (Rs.) 

 Subscription receivable    15 000   10 000 
 Subscription received in advance           ?    10 000 

What is the amount of subscription income recognized for the year ending 31.03.215?

(1) Rs. 50 000    
(2) Rs. 74 000  

(3) Rs. 79 000   
(4) Rs. 84 000    

(5) Rs. 94 000  
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SALARIES AND WAGES 
 
AAT II Past Papers 
 
1. 2020 JAN AAT II Q5  
 

 
 
 
2. 2019 JAN AAT II Q1.1 
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3. 2019 JAN AAT II Q4 
 

 
 
 
4. 2018 JUL AAT II Q4 
` 

 
 
5. 2018 JAN AAT II Q3 
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6. 2017 JUL AAT II Q4 

 

7. 2016 JAN AAT II Q4 

 
8. 2015 JAN AAT II 
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9. 2010 DEC AAT II

 

 

10.  2011 JUN AAT II Q4 (A) 
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11.  2013 JAN AAT II 



 

31
 

 

 
 
 
 
 
 
 
 
 
 



 

32
 

12.  2012 JUL AAT II Q4 (A)
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13.  2008 DEC AAT II Q5 
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14.  2014 JAN AAT II Q4 

 
 
 


