UNIT-9

Not-for Profit Organization

IMPORTANT POINTS

Learning Objectives :
After studying this lesson you will be able to

® State the meaning of Not - for - Profit organization :

® Explain the various items of accounting in Noi-for-Profit organization;

® [xplain about the Financial Statements of Not-for-Profit organization,

® Show the According Treatment of various items of accounting in Not-
for- Profit organization,

Teaching Methods :

® Teachers are advised o use various examples ol Not-for-Profit
OTgAniZzalions,

® Story telling methad can also be used for various items of Not-for-Profit
organization,

Meaning of Not-for-Profit organization

The primary motive of Not-for-Profit organizations is to render services to
their members or (o promaote culture, art, education and other religious, social and
charitable activities. These institutions or organizations do not maintaim their
accounts on the same basis as of business enterprises. The non-profit seeking
eniifies exisis with a primary objective of providing service. For this reason,
these institutions do not prepare Profit and Loss Account.

Examples of not-for-organizations

Hospitals, dispensaries, sports clubs, recreation clubs, temples,
dharamshalas, orphanage, school and College ete.

Such crganizations prepares following financial statements at the end of
accounting period :

I. Receipts and Payvments Account

2, Income and Expenditure Account

3. Balance Sheet

Receipts and Payments Account :

This account 1s merely 8 summary of the transactions appearing in the
cash book. After preparation of this account, 1t 1s casy to prepare the income and
expenditure account as well as the balance sheet. All receipis are shown on its
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debit side and all payments are shown on its credit side. All the receipis and
payments during an accounting period are included in it under appropriate
headings. For example, if a club receives subscription from its members on
different dates, it will be recorded in the cash book in chronological order, where
as the receipts and payvments account will contain the total subscriptions received
during the year.

Features of Receipts and Payment Account :

It is clear from above discussion that the Receipt and Payvment Account is
merely a summary of the all receipt and all payment during the vear. Special
features of Receipts and Payment Account are as follows :

1. It is a real account. Thus Receipis are shown on its debit side and
payments on the credit side.

2. Excess receipt over pavment is the closing balanee of cash which is
shown in Balance sheet on asset side.

3. Thisaccount begins with the opening balance of' cash or bank.

4. Anitem may be repeated many times in a cash book, but it is shown once
in “Receipts and Payment Account’.

3. All cash pavments are shown on its credit side irrespective of the fact
whether these are of capital nature or of revenue nature and whether
they relate o current vear, previous year or next year,

f. Receipt and Payment Account records only the actual receipt and
payment of cash. Non-cash items such as depreciation, outstanding
expenses and accrued incomes are ignored while preparing it.

Limitations of Receipts and Payment Account

1. Itiz not prepared on acerual basis, therefore no adjustment are made in
it.

2. This account does not show the income or expenditure of the accounting
period.

3. It does not show the amount received or paid only for a particular
accouniing period.

Income and Expenditure Account

Income and Expenditure Account serves the same purpose for a Not-for
profit organization as the Profit and Loss Account for a business enterprise. This
account is a nominal account. This account is preapared by Mot-for-Profit
organization. 5o, we can say that it 15 the summary of Income and Expenditure of
a particular accounting period whether income received or not and whether
cxpenditure paid or not.

16l



Features of Income and Expenditure Account :
1. Itisa momial account.
Nocapital item is entered in this account.

Iis debit side includes all the expenses pertaining to the particular period
and creditside includes all the income pertaming to the same period.

Noopening and closing balance are recorded in it

Noitem, either revenue or expenditure, pertaining to the past period or
the future period 15 entered in this account.

. This account is prepared in the same manner in which a profit and loss
Accountis prepared.

7. Credit balance is called ‘Excess of Income over Expenditure” and debat
balance 15 called * Excess of Expenditure over Income™.

Concept of Fund based A ccounting :

Mot for profit organization receive some funds for some specific purposes
and these funds are used only for those purposes for which they have been
coniributed. Fund Based Accounting refers to the accounting whereby receipi
and income pertaining toa pariicular fund are credited to that particular fund and
payments and expenses are debited to it These funds are created for some
specific purposes such as prize fund, building fund, sports fund ete.

Thus, a separate accounting is needed for these specific funds. This type of
accounting is called Fund based accounting.

Important Items of Not for Profit Organisations

1. Legacy : Legacy represents the amount or property received by organization
under a will on death of the contributors. In other words we can say that
ligacies are the donations made by a person in his will, so their donation are called
legacy.

(i) Legacies received fora specific purpose must be capitalized in the name

of concerned fund for which itis received.

(1) Legacies received not for any specific fund may be added to the capital
Tund.

Example:

Mr. Shyam lal writes his will that his property will be transferred (after his
death) to a Not-for-profit Onganization. After death of Mr. Shyam lal, his
property will be treated as capital receipt by concerned Not-Tor-profit
Organization under the head legacy.
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2. Entrance Fees : Entrance fee is called admission fee. It refers to the
amount recieved from the persons for becoming members. It 15 a fee
paid by members at the tme of joining a not-for-Profit organization.

(i) Itisanitem of recurring nature.
(i1} Generally Entrance fees are treated as income.
3. Gramis : Grants are an aid issued by any Govi. agency to any Not-for
profitorganization for specific purpose or general purpose.
(i) Itisanaid from Government
(i1} Specific grant should be capitalized

(i) General grant should be treated as revuenue income and shown
on the credit side of Income and Expenditure Account.

4. Donation @ Donation 15 the amount received by MNol-for-profit
Organizations from any person or institution without any
consideration and not periodically.

Donation can be categorized as under

(i) General Donation : If donation received for not a specific purpose and
can be utilized for any purpose, is known as general donation.

Itis rreated as Revenue Receipt.

(ii)y Specific Donation : It donation received for a particular purpose and
can be wsed/spent for the same purpose only, 1t 15 known as specific
donation. For example, donation received for the construction of the
building.

[tis treated as Capital Receipt.

5. Subscription : Subscription 15 the amount payable by members of Motfor-
profit Organizations for renewal of membership periodically.

(ip Itisrecurring in nature.
(i) Itis ireated as Revenuoe Receipt.

Example : There are 60 members of a Not-tor-profit Orgamization and each
member is required to pay a sum of § 300 per annum to continue his/her
membership. Hence this amount is known as Subscription.
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6. Life Membership : Life membership is the fee received from those members
who do not pay periodic fee or subseription but pay a lump sum amount to become
life time members.

(1) These members are generally permanent members.

(i) Life membership fees can be added to capital fund or separately on the
liabilities side of Balance Sheet.

7. Endowment Funds : 1. This fund is created from the bequest, legacy or gifis
received by the Not-for-Profit organization, These funds are invested out-
side.

2. The income from the investment of such funds is used for some
specific purposes only.

3. Emdowment lunds shall be shown on the liabilities side of the
balance sheet of Not-for-Profit organization.

Example :

An amount of 3,000,000 15 received as Donation with condition that chis amount
will be invested as Fixed Depositin a Bank. Income from this Investment will be used
o distribute prizes wmeritorius students of the society.

&. Honorarium : Honorarium is an amount paid to a person (other than em-
ployee) for rendering some special services for Nat-for-Profit organization. 10 treated
as an expense fo Not-for Profit organization.

Calculation of Subscriptions to be shown in the Income and Expenditure
Account for current yvear

Particulars

Amount recetved during the vear
Add: (1) Outstanding at the end of curment yeer XXXX

Advance received in previous year HO0X

Less: (i) Outstanding in the beginning of the current vear
{Out of this, the actual amount received in current yvear) | (XXXX]

(11} Advance recerved i current vear (KX

Subseriplions Lo be shown in the Income and Expenditure Ade KX
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Caleulation of Rent (An Expense) to be shown in expenditure side of
Income and Expenditure Accounts

Particulars

Rent paid during the vear XNHNX
Add: (1) Outstanding at the end of current year XXX
(11} Advance paid in previcus vear KEXX
Less: (i) Bent peid in current vear but pertains to previous vear | (XXXX)
(i) Rent paid in current year bul periains o next year (XXX
Rent te be shown in the Income and Expenditure Afc XXXX

Calculation of Stationery (A consumable item) to be shown in Income
and Expenditure Aceount

Particulars
Amount paid for stationery during current vear XXX
Add: (i) Opening stock of the stationery XXXX
(1) Creditors for stationery at the end of current year XXXX
Less: (1) Creditors for stationery in the beginning of current year (XX
(11) Closing stock of the stationery [(MXXX]
Stationery to be showmn in the Income and Expenditure Adc XEXX

Illustration 1
From the following extracts of the Receipt and Payments Account and the
additional information, you are required to compute the income from subscrip-
tipns for the year ended March 31, 2011 and show it in the Income and Expendi-
ture Account for the vear emded on March 31, 2011;
Receipts and Payments Account

for the vear ended on March 31, 2011
D, r.

[ Receipts 7 Payments 7 ]

[ To subscriptions 50,000 J
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Muarch 31, 2010 March 31, 2011

T T
Subscriptions outstanding 10,000 20,000
Subscriptions received in advance 15,000 10,000
Solution : Income and Expenditure Account.
for the vear ended on March 31, 2011
Expenditure | 7 Income T
By Subscriptions 500,000
Audd: Outstanding 20,000
Add: Advance recetved
i 2009-110 13,0000
#5, (W0)
Less: Advance recived
in 2010-11 10,000
75,000
Lass: For 2005-110) 100, (00h0) 5 (00
65.000
[ Importance Point : ]
Subseription for the current vear only is shown in Income and Expendi-
ture Account for the same year, whether received or not.

Ilustration 2.

On the basis of the following information, calculate the amount of
stationery to be debited o Income and Expenditure Account for the year ended
on March31, 2011:

+
Stock ol statonery on April 1, 2010 4,000
Creditors for stationery on April 1, 2010 4,000
Amount paid stationery on Mareh 31, 2011 21.600
Stock of stationery on March 31, 2011 1,000
Creditors for stationery on March 31, 2011 3,600

Lty



Solution ;

Particulars ¥ ]
Amount paid for stationery during current year 21,600
Add: Opening stock of stationery 6,000
Creditors at the end of current year 3,600
Less: Closing Stock 1,000 31,200

Creditors For 2008-1( 4 (00

5,000

Stationery wsed during 2010-11 36,2000 |

[ Importance Points :

Amount of Stationery conmsumed during the year is shown in income and
Expenditure Account irrespective of that whether it 18 paid or not,

Mustration 3.

Following is the Receipts and Payvments Account of women club for the
yvear ended March 31, 2011, Prepare the Income and Expenditure Account for
the vear ended on March 31, 2011 and also the balance sheet as at the date

Receipts £l Paymenis ¥
To Balance hid 28,260 By Rent and Taxes 17,220
Tor Entrance Fee 11,040 Bv Salanes 15,800
To Subsceriptions 44,000 By Electricity Charges 40
To Domations 21,220 By General Expenses 2,500
Tor Interest H20 By Books 6,244
Taor Profit from By Office Expenses 9 000
Entertamment | ,6400 By Investmenis 28 0D
Bv Balance «/d 24,380
1,006,980 1,046,980 |

Additonal information :

(11 In the beginning of the vear, the club had books worth # 60,000 and
Furniture worth 7 11,600,

(i} Subscription in arrears on April 1, 2010 were ¥ 1,200 and on March 31,
2001 %1400,

(1it) T 3,600 were due by Rent in the beginning as well as at the end of the
year.

(1v)Write off ¥ 1,000 as depreciation on Furniture and 3 6,000 on Books,

() OnMarch 31, 2011 Salaries 23,000 and Electricity Charges T 400 were
outstanding.
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Solution : Balance Sheet
as on April 1, 2010

Liabilities 7 Assets 4
Eent outstanding 3,600 Cash 28,260
Capital Fund {Bal. Fig.) 97,460 Subscriptions
Outstanding 1,200
Books 60,000
Furmiture 11,600
101,060 101060

Income and Expenditure Account
for the vear ended on March 31, 2011

D, Cr.
Expenditure ¥ Income ¥
To Rent and Taxes 17,220 By Subscriptions 44,000
Add: Quistanding 3,600 Add: Ouistanding 1,400
T0EID | 45,400
Less: For 2000-10 3,600 Liesg: For 2009-10 1,200
17,220 [ 44,200
T Balaries 1 #5000 By Entrance Fees 11,00
Addd: Outstanding 3,000 Hy Donations 21220
= | XL,E0) Ry Interest #20
To Elecinicity Charges 540 By Protit from 1640
Add: Quistanding A00 Entertainment
1,240
T General Expenses 2,500
To Office Expenses ERili]
To Depreciaton on:
Books 6,000
Fusiiture 1000 7000
Ta Surplus 20,160
. 23,330 50
Balance Sheet
as on March 31, 2011
Liabilities ¥ AsSets T
Capital Fund (Bal.}) 97 460 Cash is hand 24,380
Add: Surplos 20,1641 Investments 28 000
1,17,620 | Books 60,000
Rent Crurstanding 3,600 | Add: Addicions 6,240
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Salanes oulstanding 3,000 66, 2400

Eleciricity charge 400 | Less: Depreciaton 6,000
oulstanding &0, 240
Furmilura 11,600
Less: Depreciation 1,000
10,600
1,400
1,24,620 1,24,620 |

Importante Point : Expenses for the current vear only is shown in
In come and Expenditure Account for the same year, whether paid or not.

IMustration 4.

Following is the Receipts and Payments Account of Literary Society for
the vear ended March 31, 2011;

Dr. Cr.

Receipts T Payments ¥

To Balance b/d 3,074 By Salarics 12,000

To Subscriptions By Rent 3,600

2009-10 300 By Postage 150

2000-11 21,500 Bw Printing and

2011-12 750 Stationery 1,275

22,750 By Elcctricity Charges 1,500

To Interest on Investments 10,000 By Mecting Expenscs 750

To Bank Interest 123 By Library Books 3,000

To Sale of Furniture 1,504 By Investments 5,000

By Balance c/d 8,175

37.450 37450

Following additional information is to be considered;

(1) O Aprl 1, 2010 the society had the following assets and labilifies ;
Trvestments 32,00,000; Furniture 7 1.5,000; library books 7235,000; liability
for Rent #300 and for Salaries # 1,000, Subscripition in Arrears was $600.

(i) OnMarch 31, 2011 Rent of 2400 and Salaries 71,250 were in arrears, All
the Subscription for the vear 2010-11 has been received.

{11i) The book value of Furniture sold was #1,250.

Prepara the Income and Expenditore Account of the society for the vear endad
on March 31, 2011 and the Balance Sheet as at that date.
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Solution :

Balance Sheet
as on April 1, 2010
Liabilities ¥ Assets T
Orutstanding expenses Furimitune 15,000
Remt 300 Library Books 25,000
Salaries 1,000 1.300 | Imvestments 2,0k, 000
{ash 3075
Capital Fund 242,375 | Subscniption
(Balancing Figure) in arreares GO0
2.43.675 2. 43,675
Income and Expenditure Aceount
for the vear ended on March 31, 201 |
Expenditrue ? Income ¥
T Salaries |2, (KM R Subseriptions T TS0
Less: For 2009-100 1,000 Less: For 2009-10 SO0
11,000 22 250
Add: Outstanding 1,250 Less: For 2011-12 750
 |izaso 21,500
To Rent 3,600 By Interest on Investment 10,000
Less: For 2009-10 300
3,300 Ry Rank Interest 125
Audd: Ouistanding 400 | 3,700 | By Profit on Sale of Furmniture 250
o (1,500-1,250)
To Postage 150
To Printing and Stationery | 1,275
To Elgctricity Charges 1,500
To Meeting Expenses 730
To Surplus 12,250
3LB7S 3LBTS
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Liabilities ¥ Assets ¥

Subscriptions in advance 150 Furniture 15,000
Outstanding expenses: Less: sold 1,250
Salaries 1,250 13,750
Rent 400 Library books 25,000
- | 1,630 Add: Addittons 5,000
—| 30,000
Capital Fund 242,375
Audd: Surplus 12,250 Investments 200,000
= | 2,54.625 | Add: Additions 5,000
| 2,035,000
{ash 8175
Subscription in Arrears
{2008-110) 100
257025 2.57.02

[ Impuortant Points :

[n the beginming of the yvear, Subscription of F600 was i arrear but out of this
amount, only F300 has been received during current year, Henee only 300 15 de
| ducted from the amount received on account of subscription.

Iluostration 5.

On the basis of the information given bleow, caleulate the amount of statio-
nery to be shown in the *Income and Expenditure Acecount’ of *Vishvamitra Lit-
erary Society” for the year ended March 31, 2011:

April L2010 March 31, 2011
1 1
Stock of stationery 4,000 3,000
Creditors for stationery 4,500 3,500
Stationery puchased during the vear ended March 31, 2011 was 23,500,
Solution ; Income and Expenditure Account
for the vear ended on March 31, 2011
Ly O
Expenditure T Income 7
To Stationery 23,500
Add: Opening Stock 4,000
27,500
Less: Closing Stock 3,040 24 500D
24,500
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Important Points @ 1. Statonery used during current year only s shown m Income and
Fapendilure Aceount for the same year, 2, Creditors Tor Siationery is nof considered be
cause ‘Btationery purchased during the year' is given and not *Amount paid to Creditors
during the vear’,

Llustration &

From the following informations of Arjun Sports Club, show the *Sports
Material” in the ‘Income and Expenditure Account” for the yvear ending March
31, 2011 and the Balance Sheets as on March 31, 2010 and March 31, 2011 :

March 31, 2010 March 31, 2011
T T
Stock of sports material 4. 400 11,600
Creditors for sports material 135,600 18,400
Advance to suppliers of sports
material 30,000 50,000

Payment to suppliers for the Sports Material during 2010-11 was 240,000,
Mo sports material purchased on cash basis during the vear 2010-11.
Balance Sheet
as on April 1, 2010

Liabilities ¥ Assets T
Creditors for Sports | 15,600 Advance to suppliers of
Material Sports Material 30,000
Stock of sports material 4,400
Income and Expenditure Account

D for the vear ended on March 31, 2011 Cr.
Expenditure # Income 2
To Sports Material 2,40,000
Less: For 2009-10 15,600

2,24 400
Add: Advance in 2009-10 30,000
Add: Opening stock 4,400

258,800
Less: For 2011-12 0,000

2,08, 500
Less: Closing Stock 11,600

1,97 200
Add: Creditors at the End 18,400

215,600
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Balance Sheet
Ason March 31,2011

Liahilities T Assets T
Creditors for Sports | 18400 | Advance to Suppliers 50,000
Material Stock of Sports Material 11,600

[ Important Points : |, Sttionery used dunng current year only 1s shown in [ncome and |
Expenditure Account for the same,
2. Creditors Matwonery 1s considered because * Sabonery purchased dunng the year” 15 not
given and "Amount pad to Creaditors duning the year” 15 grven.
Illustration 7.

The [ollowing 15 the *Receipls and Payments Account” of Galaxy Hospilal,
[or the year ended on March 31, 2011,

Receipts and Payments Account

Receipts ¥ Payments T
To Balance bid 17,000 By Payments for Medicines| 66,000
To Subscriptions | 96,000 By Fees to Doctors 43 000
To Donations 30,000 By Salaries 34,000
To Interest on By Equipments 30,000
Investmenls By Chaity Show Expenses 8,000
% pa for Tyear | 18,000 | By Sundry Expenses 2,400
Ta Proceeds from By Balance c/d 16,600
Charity Show 24,000
Ta Grant 40,000
2.25.000 225,001
(Other information : April 1, 2010 March 31, 2011
T T
(1) Subscriptions in Arrcary 1,000 2,000
(i) Subscriptions in Advance 2,000 1,000
it1) Stock of Medicines 20,000 30,000
(iv) Amount due to Supplicrs
of Medicing 16,000 24,000
(v) Value of Equipments 50,000 6,000
{vi) ¥alue of Buildings 1, 40,000 1,30,000
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You are required to prepare ‘Income and Expenditure Account’ for the vear
ended on March 31, 2011 and *Balance Sheet” as on that date.

Balance Sheet
as on March 31, 2010

Liabilities T Assels T
Amoumt due for Medicines 16,000 | Cash 17.000
Subscriptions in Advance 2000 | [nvestrments 2,00 00
Capiral Fund (Bal Fig.) 4,110,000 | Subscriptions in
Arrears 1,004
Stock of Medicines 200,000
FEquipmenis S0, 00
Buildings 1,400,000
4.28.000 428,000
Income and Expenditure Account
Dr. tor the yvear ended on March 31, 2011 Cr.
Expenditrue 7 Income T
To Medicines i () By subscriptiona: QKD
Audd: Chening Ralanoe 000 Lesa: for 2008-10 1 (W)
H O Q500K
Lesa: Closing Stock Ji, ) Less: far 2011-12 (W1
6,000 400K
Tess; For 2005-10 T Add: arrears 2
40,000 Add: Advance received
Add: Creditors at End 24,000 i 2009-10 2000
8 0 5,000
Ta Foes to Doctors 430 | By Donations 30,00
Ta Ralaries 54,000 | By Interzst on investments 18,40
Ta Charity Show Ex. 5000 | By Procesds from Charity Showr | 24,0000
To Sundry Expenses 2400 | By Grant in Ald 440,040
Ta Depreciation on
Equipments:
Opening Balance 50,000

174




Add: Addibions L0000

S0, 000
Less: Closing Bulanee 66, (10K
T Deprecisvtion on Buildings: 14,000

Opening Balance 1 A0y
Lesa: Closins Balance [ 300000
1000
To Surplus G a0
2,10.000 2.10,000]
Balance Sheet

as on March 31, 2010

Liabilities T Assets T
Admount due for Medicines 24,000 Cash 16,600
Subscriptions in Advance 1,000 Investments 2,000,010
Capital Fund (Hal, Fig.) 4,10,000 Subscriptions in
Add: Surplus 9600 | 419,600 Arrears 20180
Stock of Medicines 30,080
Equipments 6, HI
Buildirgs 1, 30,00
4.44.600 4.44.600

[ Important Points : Interest on [nvestment is given in the question but value of investment is |
ot alorannt in ‘Receipts and Payments Account’, it means this investment was purchased
before the current year and was mentioned in the Balance Sheet at the beginning of the year
Therefore the value of the investement is calculated as under, Value of investments
18,000 10=2, (1,000

9

IMustration 8,
From the following information related to Amar Math Charitable Society, pre-
pare [ncome and Expenditure Account for the yvear ended March 31, 2011.

Receipts and Payments Account
for the year ended March 31, 2011

Receipts 7 Payments Ed
Te Balance hid 4,400 By Furniture £,
T Interest on Investmenls 4 600 By Balaries 29,000
Ter Domations 34 106K) By Miscellaneous Exp A0
Te Subscriptions 56, (KK) By Telephome charges 25, R0
To Rent Received 240K} By Fax Machine 120000
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Ta Sale of old Newspapers &) By Investments 300, KD
By Printing amd
Sationery B
By Balance cid 19,606
1.23,600 1.23,600 ]

Additional Information :
Subscription received includes # 1,200 for 2011-12. The amount of subscrip-

rion outstanding on March 31, 2011 #1,000; Salaries unpaid for the year 2010-11
# 1.400; 6044 of the Donations are to be capitalized.

Solution :
Income and Expenditure Account
for the vear ended on barch 31, 2011
Expenditure ¥ Income ¥
Tao Salarics 29,0000 By Subscriptions SN
Add: outstanding 1,400 Add: outstanding 100
A0 ST
To Miscellaneous Expenses 4K Less: Recerved i
Advance 1,200
Ta Telephone charpes 25,80 55,800
o Printing and Stationery RO0 By Interest o
Investments 4600
To Surplus 41,600 By Doaations (40%) 13,600
By Rent Received 240000
Add: Recervable 400
24,400
By Sale of old Newspapers &M
99,000 99,000
Important Points : Only 60% Donation is to be Capitalised as clear
mstruction is given in question, Remaining 40% Donation s to be treated
as income,

INustration 9.

Following is the Receipt and Payment Account of Tulsi Literary Society for
the ended March 31, 2011, Prepare Income and Expenditure Account for the
year ended March 31, 2011 and the Balance Sheet as on that date,
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Receipt and Payment Account
[or year ended March 31, 2011

Receipts T Payments T

To Balance b/d 63,000 | By Honorarium wcashier 14,000
To Life Membership Fee | 30,000 | By Stationary 1.000
To Subscripiions 14,000 | By Books 2,000
To Sale of old Newspaper 1,000 | By Telephone charzes 2,400
To Lockers Rent 1,400 | By Computer Q0,000
To Enirance Fee 10000 | By Repairs 2,000
By Wages 5,000
By Balance o/d 11,000
1.21.400 1.21.400

On April 1, 2010 the society had Books of 10,000 Investments 20,000

and Furniture 10,000, Subscriptions outstanding as on April 1, 20010 were 1,200

and as on March 31, 2011 were ¥ 1,400,
Creiditors for stationery on Aprl 1, 2000 were 7 400,
Additional books and computers are purchased on April 1, 2010,
Bills cutstanding for repairs as on March 31, 200 Twere ¥ 2,200 and wages

outstanding were 3 1,000

T53% of the Entrance Fee is to be capitalized.

Depreciation is to be provided on computers (& 25% poa. and books @ 10%

pra.
Solution :

Balance Sheet
as onApril 1, 2010

Liabilities T Assets T
Creditors for Stationery 400 | Cash 65,000
Capital Fund (Bal. Fig,) 1,035,800 | Subscriptions in
ATTeAars 1,200
Books 10,000
Investrmeants 200 (10
Fumiture 10,000
106,200 L6, 200




Income and Expenditure Account
for the vear ended on March 31, 2011

Expenditure ¥ Income ¥
To Honorarium o cashier 4,000 | By Entrance Fees 2300
T Stationary (B By Subacriptions 14,06)
[ess: For 2009-10 400 Add: Outstanding 1400
) 15,400
T Depreciation on Less: For 2000-10 1,200
Comgputer 22500 18, 20
Haooka 1600 By Sale of old Mewspapers LO0
2. 100 | By Locker Bent 1,400
T Telephane charges 2A00 | By Deficit Investments 22,200
Ta Repairs 2000
Add: Ourstanding 2,200
4200
T wrages 5,000
Add: Outstandmg 1000
o, (0}
41,300 41.300
Balance Sheet
as al March 31, 2011
Liahilities T Asgets 7
Ouistanding Wagres 1,000] Cash 11,000
Outstanding Repairs 22001 Subscriptions in
ATTCATS 1.44K)
Capital Fund 105,200 Compulers 00,000
Add: Entrance Fee 7,200 Less: Depreciation 22,500
Add: Lifie Memnbership Fee 30,000 67,500
143,300 Books 10,0630
Less: Deficit 22 200 Add: Purchases 6,000
1,21, 100 16,000
L600
14,400
[nvestments 20,000
Furniture 10,000
1,24 3 124,300




IMustration 10

From the following receipts & Payment Account of Sonic Club & from the given
additional information; prepare Income & Expenditure Account for the year
ending 315t December, 2006 & the Balance Sheet as on that date :

Receipts & Payvment Account
for the year ending 31st December, 2006

D Cr.
Receipis T Payments T
To Balance b/d 190,000 | By Salaries 230,000
To Subscriptions 0,060,000 | By Sports Equipiment 400,000
To Interest on
Investments (@@ &% By Balance c/d 1,60, 000
poa. for full year 40,000
| 5.90,000 8,590,000

Additional Information :—
(i) Theclubbad received ¥ 20,000 for scubscriptions in 2005 for 2006,

(i) Salaries had been paid only for 11 months,

(iti} Stock of Sports Equipment on 315t December, 20035 was § 300,000 & on
31st December, 2006 T 6,50, 000.

Solution
BALANCE SHEET
as on 31st December, 2005
Dir. Cr.
Liabilities T Assels T
Subscription Received Cash in Hand L.90,000
in Advance 20,000 | Investment (Mote 1) 5,000 0k

Capital Fund (Balancing | 970,000 |Stock of Sports Equipment | 300,000
Figuire)

"9.90.000 9.90,000
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Mote (1) Value of Tnvestment has been Calculated as below :

If Interestin &, the value of Investments = 100

If Interest is 40,000, the value of Investments

15551 % 40,000 = ¥ 5,00,000

Income and Expenditure Account

for the year ending 31st December, 2006

D, Cr.
Expenditure T Income T
I'e Salanes 330,000 By Subscription 6l (M
Add Outstanding Add Advance
for one month Subscription
(3.30,000 =11} 30 000| 3,60,000 |reccived in 2005
for 2046 20,000 i, B0 000
[0 Sports Equipment Bv Interest on
Consumed Investments 4,000
Opening Stock 300 D00
Add Purchases 0 0
?.Ei[i.l]ii[i
Less Closing Stock 650,000 30,000
[0 Surplus { Excess of
Income over Expenditure) ER IR
20,000 720,000
BALANCE SHEET
as on 31si December, 2005
Dir, Cr.
Liabilities T Assels Z
Salaries Outstanding 300000 | Cash in Hand 100
Capital Fund O T 00 Investment (Mote 1) A 00,0400
Add Surplus 310,000 | 12,580,000 | Stock of Sports Equipment &, 50,000
13,10, 000 13, L, 00

(11




