NCERT Solutions for Class 11 Accountancy
Financial Accounting Part-2 Chapter 4

Accounting for Not-for-Profit Organisation Class 11

Chapter 4 Accounting for Not-for-Profit Organisation Exercise Solutions

Short answers : Solutions of Questions on Page Number : 474 & &
Q1: \
State the meaning of 'Not-for-Profit' Organisatigns. %

Answer :

Not-for-Profit Organisations (NPO) are set up e objective of providing
services and not to earn profit thereby enhanei elfare of society. Such
organisations include schools, hospital ions, religious organisations, etc. The

membership fees, gran arganisations are not set up with profit motive,
they do nqt.préﬁare Tradin

Receipt and Payments Jagrcome and Expenditure Account and Balance Sheet.
Ans;v’\;er ‘s Corr% k Here
Q2 \\

\

Answer i

.....

Receipts and Payments Account is a summary of the Cash Book. All cash receipts are
recorded on the Receipts side (i.e. Debit side) and all cash payments are recorded on
the Payments side (i.e. Credit side) of Receipts and Payments Account. It is prepared
on the basis of cash and bank transactions recorded in the Cash Book. It begins with
the opening balance of cash and bank and ends with the closing balances of cash and
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bank (balancing figure) at the end of the accounting period. It records all cash and bank
transactions both of capital and revenue nature. It not only records the cash and bank
transactions relating to the current accounting period, but also the cash and bank
receipts (or payments) received during the current accounting period that may be
related to the previous or next accounting period.

This account only helps us to ascertain the closing balance of the cash and bank and
helps in assessing the cash position of an NPO.

Answer needs Correction? Click Here

Q3: LS Q

State the meaning of Income and Expenditure Account.\$

Answer : %

Income and Expenditure Account (1&E) is similar it and Loss Account in the
sense that while the former is prepared to asc or deficit during an
accounting period, the latter is prepared to in profit or net loss incurred

during an accounting period. |&E Acco a inal account and is prepared on the
accrual basis. It records all ' ue nature that are related to the current
accounting period (whe ‘ paid) for which the books are maintained.
All expenses and loss a'the debit side (Expenditure side) and all
income and gaifis are reco credit side (Income side) of I&E Account. The

closing balance or the b Cif ure of I&E Account is termed as surplus (or deficit), if
the sum total of the Inc ide exceeds (is lesser than) the sum total of the

Expénd' ide. %
W ? Click Here
Q4

Whai ar,gth

Anj

Answer :
The following are the features of Receipt and Payment Account:

1. Nature: It is a Real Account. It is a summarised version of Cash Book.
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2. Nature of Transactions: It records only cash and bank transactions. Transactions
other than cash and bank like depreciation, loss/ profit on sale of assets, etc. are not
recorded in this account.

3. No distinction between Capital and Revenue items: It records all cash and bank
receipts and payments of both capital and revenue nature.

4. Opening and closing balance: It begins with the opening balance of cash and bank
and ends with the closing balance of the cash and bank (balancing figure) afthe'end of
the accounting period.

5. Purpose: It reveals the cash position of an organisation. It helps %ﬁl thetotal
amount paid and received during an accounting period. '

Answer needs Correction? Click Here \

&

e Account from a Receipt

Q5:
What steps are taken to prepare !Income and

and Payment Account? %

Answer :

The following steps are 3 me and Expenditure Account (I&E) from
Receipts and Paymen ;

Step 1: AII,.thé'Fé.venue‘ exp aid for the current accounting period are
transzrréd from the Pa ;

/

Step'2: ;
the/ Pito the Income side of I&E.

(o] thejrxrelated expenses in the Step 1.

Step 4: ‘I~hoc‘>‘me“‘0utstanding (accrued income) for the current period and income
received in advance for the current period in the preceding accounting periods are to be
added (adjusted) to their related incomes in Step 2.

Step 5: Non-cash items like depreciation, appreciation for the current accounting period
are to be adjusted in the I1&E.
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Step 6: After adjusting all the revenue items for the current accounting period, the
Income and the Expenditure sides are totaled. If the sum total of the Income side
exceeds (or is lesser than) the sum total of the Expenditure side, then the balancing
figure is termed as surplus (or deficit).

Answer needs Correction? Click Here

Q6 :

What is subscription? How is it calculated? &

Answer : 'Y

Subscription is the main source of income for an NPO besides entrange fees, donations, grants,
etc. Subscriptions refer to the amount of money paid eriodic basis for
keeping their membership with the organisation ali

annually by the members.

It is shown in the debit side of the Receipt and Pay with the total amount received
during the year that may be related to the curre and to the previous and next accounting
period.

While calculating subscriptig a 10d, advance subscription received for the
current period in the preyiOus, pc C anding subscription for the current period are
added to the subsgrjp.tion TN
advance sgbs’c"fiétion receivéd

outstanding subscription fi geeding period are deducted from the subscription received

during the ‘ ent perj

during:"fhe year

eceived (in advance) during previous year for current year

Less: Subscription received in advance for the next year
Less: Subscription outstanding for the previous year

## Subscription shown in Income and Expenditure Account
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## This subscription is related to the current accounting period and is shown in the Income side
of the Income and Expenditure Account.

Answer needs Correction? Click Here

Q7 :
What is Capital Fund? How is it calculated?

Answer :

Capital fund is the excess of NPOs' assets over its liabilities. In other word: xd@ss of assets
same for an NPO
xpenditure
cumulated Fund.

Calculation of Capital Fund

Capital Fund at the beginning of the year
Add: Surplus from Income and Expenditure A o%

Add: Subscription Amount (Capitalised a

Receipts and Payments Account.

Particulars Rs

Opening balance:

Cash in Hand 5,000



http://www.schoollamp.com/class-11-eleventh/accountancy/ncert-solutions/financial-accounting-part-2-accountancy-chapter-3-accounts-from-incomplete-records-ncert-detailed-solutions-for-long-answers-numerical-questions-short-answers-ncertsol-821
http://www.schoollamp.com/class-11-eleventh/accountancy/ncert-solutions/financial-accounting-part-2-accountancy-chapter-3-accounts-from-incomplete-records-ncert-detailed-solutions-for-long-answers-numerical-questions-short-answers-ncertsol-821
http://www.schoollamp.com/class-11-eleventh/accountancy/ncert-solutions/financial-accounting-part-2-accountancy-chapter-5-applications-of-computers-in-accounting-ncert-detailed-solutions-for-long-answers-short-answers-ncertsol-824
freehomedelivery.net

Cash at Bank 25,000
Subscriptions 1,65,000
Donations 35,000
Investment Purchased 80,000
Rent Paid 20,000
General Expenses 21,500
Postage and stationery 2,000
Courier charges 1,000
Sundry Expenses 2,500
Closing Cash in Hand 12.000
Answer :

%

of Health Club

and Payment Account

Amount

Rs

Payments

30,000
1,65,000
35,000

2,30,000

Investment
Rent
General Expenses
Postage and Stationery
Courier Charges
Sundry Expenses
Balance c/d

Cash in Hand

Cast at Bank

(Balancing figure)
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Answer needs Correction? Click Here

Q2:
The Receipt and Payment Account of Harimohan charitable institution is givems
Receipt and Payment Account for the year Mareh 31,2007
Amount
Receipts Payments
Balance b/d:
Cash at Bank vestments
Cash in Hand Advance for building
Donations Charities
Subscriptions Salaries

Endowment Fund

Legacies
Interest on Investment
Interest on Deposits

Sale of old newspapers

2,02,100

Rent and Taxes
Printing
Postage
Advertisements
Insurance
Balance c/d:
Cash at Bank
Cash in Hand

Prepare the inc;);ne and Expenditure Account for the Year ended on March 31, 2007 after

considering the following:

(1) It was decided to treat Fifty per cent of the amount received on account of Legacies and Donations as incor

(i1) Liabilities to be provided for are:

Rent Rs 800; Salaries Rs 1,200; advertisement Rs 200.
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(i11)) Rs 2,000 due for interest on investment was not actually received.

Answer :

Dr.

Books of Harimohan Charitable Institution

Income and Expenditure Account

Expenditure

Income

Rent and Taxes

Add: Outstanding

Salaries

Add: Outstanding

Advertisement
Add: Outstanding
Charities

Prinpifl g

Subscriptions
Interest on Investment

Add: Accrued Interest

Interest on Deposits

Sale of Old Newspapers

60,000
1,000
300
4,800

1,500

85,300

NOTE: As per the solution, Excess of Income over Expenditure is Rs 1,500; however, as per the

book, it is Rs 2,500.
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Answer needs Correction? Click Here

Q3:

From the following particulars, prepare Income and Expenditure account:

Details

Fees collected, including Rs 80,000 on account of the previous year

Fees for the year outstanding

Salary paid, including Rs 5,000 on account of the previous year

Salary outstanding at the end of the year
Entertainment expenses

Tournament expenses

Meeting Expenses

Traveling Expenses

Purchase of Books and Periodicals, including Rs 3

Rent
Postage, telegrams and teleph

Printing and Stationery

\
: QQ)
5

Income and Expenditure Account

> Amount
“._ ¥ Expenditure Income
p Rs
Salaries 68,000 Fees Collected
Less: Previous year's Outstanding (5,000) Less: Previous year's Outstanding
63,000
Add: Current year's Outstanding 3,000 66,000 Add: Current year's Outstanding
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Entertainment Expenses 8,000 | Donations

Tournament Expenses 25,000
Meeting Expenses 18,000
Traveling Expenses 7,000
Purchases of Periodicals (40,000 - 31,000) 9,000
Postage, Telegrams and Telephone's 6,000
Rent 15.000

Printing and Stationery 18,000 \
Surplus (Excess of Income over Expenditure) 3,23,000 &

NOTE: As per the solution, Excess of Income over 1s Rs 3,23,000; however, as per

the book, it is Rs 3,07,000.

Answer needs Correction?

Q4 :
Following is the informatio pect of certain items of a Sports Club. Show these

items in the 'ﬂlcome and Ex\ Account and the Balance Sheet of the Club:

Particalars

Sports

“d

Expenses on Sports Events
General Fund
General Fund Investments

Interest on General Fund Investments
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Answer :

Books of Sports Club

Income and Expenditure Account

Dr.
Amount
Expenditure Income
Rs
. General Fund Investments
Liabilities Assets
Sports Fund Sports Fund Investments

Add: Interest on Sports F
Add: Donations for S

4,000 General Fund Investments
Q 15,000

54,000
(4,000)
(10,000)| 40,000
] 80,000

Less: Eﬁ(f)enses on Spor

Le;'s: Prize Awarde

Q5:

How will you deal with the following items while preparing for the Bombay Women
Cricket Club its income and expenditure account for the year ending 31.3.2007 and its
Balance Sheet as on 31.3.2007:
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(a)

Expenditure incurred up to 31.3.2007 on its construction

The total estimated expenditure on construction of Pavilion being

Donation received during the year for the construction of a permanent Pavilion

(b)  Tournament Fund:

Balance as on 1.4.2006

Subscriptions for tournament received during the year

Expenditure incurred during the year on conducting tournamintsﬁ
(c)  Life Membership fee received during the year \\

Give reasons for your answers

Answer :

(a)

©
S

of Bombay Women Cricket Club
Balance Sheet

as on March 31, 2007

Amount
Assets
Rs
12,25,000 Construction of Pavilion in Progress
(10,80,000) 1,45,000
Capital y,
Add. ﬁﬁvilion@oﬁ'éffuction 10,80,000| 10,80,000

Reason

Donation for construction of Pavilion is a donation for specific purpose.

Expenses on construction on Pavilion is a capital expenditure.
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(b)
Balance Sheet

as on March 31, 2007

Amount
Liabilities Assets
Rs
Tournament Fund 10,700
Add: Subscription for Tournament 65,800 \
76,500 %

Less: Tournament Expenses (72.400)

Reason

All funds received are treated as capital receipts and

from the concerned funds.
&
Balance Sheet

as on March 31, 2007

ted to any fund are deduced

Amount

Rs Assets

28,000

re considered as capital receipts and are shown on the Liabilities side of
if nothing is specified about its treatment. But if it is to be treated as revenue

.....

Answer needs Correction? Click Here

Q6 :

From the following receipts and payments and information given below, Prepare Income
and Expenditure Account and opening Balance Sheet of Adult Literacy Organisation as on
December 31, 2006.
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Receipt and Payment Account for the year ending

as on December 31, 2006

Amount
Receipts Payments
Rs
Balance b/d General Expenses
Cash in hand 4,000 | News paper

Cash at Bank 15,550 y

Subscriptions Fixed &ith nk
2005 1,200 & (on'R196.2006) @ 10% p.a.
2006 0

2007

Electricit

alary
Sale of old newspapers Rent
Govt. grant Postage charges

Sale of old furniture (book value Rs5000) Furniture (purchased)
Balance c/d
Cash in Hand

Cash at Bank

Interest received on FD

65,150

. l®ng as:§ on 31.12.2005 Rs 2,000 and on December 31, 2006 Rs

(ii)i’z O

: er 31,2006 S;ﬂary outstanding Rs 600, and one month Rent paid in
advance. i

/

(iii) 01\1"Jan.. y 2005"(;rganisation owned Furniture Rs 12,000, Books Rs 5,000.

Answer :

Books of Adult Literacy Organisation

Income and Expenditure Account
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as on Dec. 31, 2006

Dr.
Amount
Expenditure Income
Rs
Loss on Sale of Old Furniture 1,300 | Subscription
General Expenses 3,200 Add: Outstanding for 2006
Newspapers 1,850
Electricity 3,000 | Sale wSspapgers
Salary 3,600 . Go rant
Add: Outstanding for 2006 600 4,2 t received on F.D.
d: Accrued Interest

Rent

Postages Charges

Less: Prepaid for 2007 {6,500 x (1/13)}

Surplus (Excess of Income over Expenditur.

(500

42,150

Balance Sheet

as on Dec. 31, 2005

Amount
Assets
’ Rs
Cdpital c. 31, 2005 (Balancing Figure) 38,550 | Subscription Outstanding

7 Cash in Hand
Cash at Bank
Furniture
Books

38,550
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Balance Sheet

as on Dec. 31, 2006

Subscription Received in Advance for 2007

Q7 :
The following is the account of cash transactions of the Nari Kalayan Samittee for the year
ended December 31, 2006:

500 Im(

urchases
Less: Sale

Fixed Deposit
Add: Accrued Interest

Cash in Hand

Cash at Bank

Subscription Outstanding for 2006
Add: Outstanding for 2005

61,950

Amount
Liabilities Assets
Rs
Capital 38,550 Prepaid Rent
Add: Surplus 22,300 60,850 | Books
Add: Purc
Salary Outstanding 600 % o

Receipts

Amount Payments
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Rs
Balance from last year 2,270 | Rent
Subscriptions 32,500 | Electric charges
Life membership fee 3,250 | Lecturer's fee
Donation 2,500 [ Office expenses
Profit from entertainment 7,250 | Printing and Stdtionery
Sale of old Books (books value Rs1,000) 750 | Legal fee
Interest 350 | Book \
o Fu '%chased
es on Nukar Drama
in Hand
Cash at Bank
You are required to prepare Expenditure Account after the following

50, but subscription include Rs 500 for the year

e Sangh owned building Rs 20,000 and furniture Rs

(b) Inthe beginning of t
3,000 an ks Rs
ﬁ

furniture @ 5% (including purchase), books @ 10% and

Books of Nari Kalyan Samittee
Income and Expenditure Account
as on Dec. 31, 2006
Dr.

Expenditure Amount Income

A1l
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Rs

Rent 6,600 | Subscription 32.500
Electric Charges 3,200 Add: Outstanding for 2006 750
Lecturer's fee 730 33.250
Office Expenses 1,480 Less: Advance for 2007 (500) 3
Printing and Stationery 1,050 | Donation
Legal Fee 1,870 | Profit from Enterfai
Depreciation on: Interest Q
Books 750 % Q
Furniture 580
Building \\
Expenses on Nukar Drama
Loss on Sale of Books
Surplus
[ 4
Balance Sheet
as on Dec. 31, 2005
Amount Ar
Assets
Rs
27,270 | Building
Furniture
Books
Cash and Bank

27,270



freehomedelivery.net

Balance Sheet

as on Dec. 31, 2006

Amount
Liabilities Assets
Rs

Capital Fund 27,270 Building 20,000
Add: Life Membership Fees 3,250 Less: 5% De% (1,000)

Add: Surplus raod0 | 450 Q
Furn% 3,000
Advance Subscription for 2007 500 W}r ases 8,600

11,600 |

551 5% Depreciation 580

Books 2,000
Add: Purchases 6,500
8,500 |
Less: Sales 1,000
> 7,500 |
Less: 5% Depreciation 750

“% Cligk Here

ceipt and Payment Account of Indian Sports Club, prepared Income
and Expendit “e“'A,cco“u'nt, Balance Sheet as on December 31, 2006:

Receipt and Payment Account

for the year ending December 31, 2006

Amount
Receipts Payments
Rs
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Balance b/d 7,890 | Salary

Subscriptions 52,000 | Electric charges

Life member ship fee 2,200 | Billiard Table
Entrance fee 3,200 | Office expenses
Tournament fund 26,000 | Printing and Stationery
Locker Rent 1,250 | Tournament expenses

Sale of old sports goods (Costing Rs 2,200) 2,500 | Repair

Sale of Old Newspaper 750 | Furpstuge

Legacy 37,500 %pments
X in Hand

sh at Bank
Fixed Deposit (on 1.10.06 for 10% p.a

Other Information:

, 2005 Rs 1,200 and Rs 3,200 on December
ber 31, 2006 Rs 250. Salary outstanding on

Subscription outstandi
31, 2006. Locker rent ou
December 31,2006 Rs 1,000:

iilding Rs 36,000, furniture Rs 12,000, Sports equipments
zon these items @ 10% (including Purchase).

4 Indian Sports Club
Income and Expenditure Account

as on Dec. 31, 2006

Dr.

Amount Ar

Expenditure Income
Rs

Salary 11,000 Subscriptions

52,000
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Add: Outstanding for 2006 1,000 12,000 Add: Outstanding for 2006 3,200
Electric Charges 5,500 55.200
Office Expenses 4,100 Less: Outstanding for 2005 (1.200) 5
Printing and Stationery 2,300
Repair of Ground 2,000 | Locker Rent 1250
Depreciation on: Add: Outstanding far 2006 250

Furniture 1,970

Building 3,600 Entrance F

Sports Equipments 2,730 P&)fi% {Sports
Surplus utpme Rs 2,500 - Rs 2,200)

%d Newspapers
ed Interest
[ ¢
alance Sheet
as on January 01, 2006
Amount Ar
Assets
Z Rs
Capjfal Fund (Balancj 74,590 | Subscription Outstanding
& @ Building
‘: \\ Furniture
7 Sports Equipments
X / Cash and Bank
Y 74.590

Balance Sheet

as on Dec. 31, 2006
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Amount Ar
Liabilities Assets
Rs
Salary Outstanding 1,000 | Subscripting Outstanding
Tournament Fund 26,000 Locker Rent Outstanding
Less: Tournament Expenses 18,500 7,500 | Building 36,000
Less: 10% Deprecidtion (3,600) 3
Capital fund 74,590 T
Add: Life Membership Fee 2,200 Furniture \ 12,000
Add: Legacy 37,500 Add P 7,700
Add: Surplus 26,300 | 1,40,590 Q 19,700 |
\ % Depreciation (1,970) 1
Sports Equipments 17,500
Add: Purchases 12,000
729,500 |
Less: Sales (2,200)
727,300 |
Less: 10% Depreciation (2,730) 2
Billiard Table 1
and Expendlture Account and Balance Sheet for the year ending December 31, 2006.
Receipt and Payment Account
for the year ending December 31, 2006
Receipts Amount Payments Ar

Rs
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Cash in hand as on 1.1.06 6,800 | Salaries
Subscription 60,200 | Traveling Expenses
Donation 3,000 [ Stationery
Sale of furniture (Book value Rs 6000) 4,000 | Rent
Entrance fee 800 | Repair
Life membership fee 7,000 [ Books purchased
Interest on investment (@ 5% for full year) 5,000 | Building purcha
Cash in Ha 12.2
86,800 \{ 5
Additional Information:
As on As on
1.01.2006 31.12.20(
(1) Subscription received in advance 1,000 3,
(i1) Outstanding subscri 2,000 3,
(ii1) Stock of statio Q 1,200
(iv) Bookg & S e 13,500 16,
) Furnlture 16,000 8,
Outstanding ren 1,000 2,
Books of Jan Kalyan Club
"""""" Income and Expenditure Account
as on 31 Dec. 2006
Dr.
Amount An
Expenditure Income

Rs
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Loss on Sale of Furniture (Rs 6,000 - Rs 4,000) 2,000 | Subscription 60,200
Salaries 24.000 Less: Outstanding for 2005 (2,000)
Traveling Expenses 6,000 W
Stationery 2,300 Add: Outstanding for 2006 3,700
Add: Opening Stock 1,200 61,900 |
3,500 Add: Advance in 2 1,000
Less: Closing Stock (800) 2,700 62,900 |
Less: Ady, &06 (3,200) 5
Repairs 700 Py & &
Rent 16,000 T
Less: Outstanding for 2005 (1,000) XXCCS
st on Investments
Add: Outstanding for 2006 2,000
Depreciation on Books
Depreciation on Furniture
Surplus 11,100
68,500 [ 6
Balance Sheet
as on January 01, 2006
Amount Ar
Assets
Rs
Advance SUBSGHpHOn 1,000 | Cash in Hand
Outstanding Rent 1,000 | Investment {5,000 x (100/5)} 1,(
Capital Fund (Balancing figure) 1,37,500 [ Subscription Outstanding
Stock of Stationery
Books
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Furniture

1,39,500 [ 1,
Balance Sheet
as on Dec. 31, 2006
Amount An
Liabilities sets
Rs
Advance Subscription 3,200 S‘bsc iptign anding
Outstanding Rent 2,000 N ionery
Capital Fund 1,37,500 \e ts 1,C
Add: Life Membership Fees 7,000
Add: Surplus 11,100 Books 13,500
—Q) Add: Purchases 6.000
19,500 |
Less: Depreciation (3,000) 1
o Building 3
A \ Cash in Hand
Y % Furniture
O\r% Cliqfk Here
nt ACC/Oll/I;t of Shankar Sports club is given below, for the year ended
Decemb‘g‘l"m31 4
. Receipt and Payment Account
for the year ending December 31, 2006
Amount An
Receipts Rs Payments
Opening Cash in hand 2,600 | Rent
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Entrance fees 3,200 | Wages

Donation for building 23,000 | Billiard table
Locker rent 1,200 | Furniture
Life membership fee 7,000 | Interest
Profit from entertainment 3,000 | Postage
Subscription 40,000 | Salary

Cash in hand 4,000

80,000 Q\
’
Prepare Income and Expenditure Account and Balance Sheet\lp§ following

Information:

Subscription outstanding on 31st December 20 S %s 2,300 on 31.12.2006,

opening stock of postage stamps is Rs 300 and clos Rs 200, Rent Rs 1,500 related

to 2005 and Rs 1,500 is still unpaid.
On January 1, 2006 the club owned furnitur 3

On 31.12.2006. The club too

Furniture valued at Rs 22,500

loan of RS0, (@ 10% p.a.) in 2005.

Books of Shankar Sports Club
Income and Expenditure Account

as on 31 Dec. 2006

Amount An
Income
Rs ]
18,000 Entrance Fees
1,500 Locker Rent
19,500 Profit from Entertainment
Less: Outstanding for 2005 (1,500) 18,000
Subscription 40,000
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Wages 7,000 Less: Outstanding for 2005 (1,200)
Depreciation on Furniture 2,500 W
Interest 2,000 Add: Outstanding for 2006 2,300 4
Postage 1,000 Deficit (Balancing Figure)
Add: Opening Stock 300
1,300 |
Less: Closing Stock (200) 1,100
Salaries 24,000 %\
. { -
54,600 \\ s
er 31, 2005
An
Liabilities Assets
Rs ]
Rent Outstanding 1,500 | Cash in Hand
10% Loan - 20,000 | Subscription Outstanding
Furniture
Stock of Postage Stamps
Capital fund Deficit (Balancing figure)
21,500 e
Balance Sheet
as on December 31, 2006

Amount An

Expenditure

Rs

Income
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Rent Outstanding 1,500 | Subscription Outstanding
10% Loan 20,000 | Stock of Postage Stamps
Donation for Building 23,000 | Billiard Table 1
Capital Fund (2,400) Furniture 15,000
Add: Life Membership Fee 7,000 Add: Purchases 10,000
Less: Deficit (6,100) © 25,000 |
] Less: Deprecia A (2,500) 2
Cash in Ha K T
ok Caplta eficit)
44,500 \\ B
NOTE 1: As per the solution, Deficit is Rs 6,100 and the Balance Sheet as on Dec.
31, 2006 is Rs 44,500. However, as per the book, D% 00 and the total of the Balance
Sheet as on Dec. 31, 2006 is Rs 53.,500.
** NOTE 2:
Capital Fund 24
7,
(6,1
(1,5
; d Expenditure Account and Balance Sheet for the year ended December
31, 2006 from the foltowing Receipt and Payment Account and Balance Sheet of culture
club:
Receipt and Payment Account
for the year ending December 31, 2006
Receipts Amount Payments Am



freehomedelivery.net

Rs

Opening cash balance
Subscription
2005
2006
Entrance fees
Locker rent
Life membership fee

Government grant

12,000 | Furniture

Telephone expenses

2,000 Salary
22,000 24,000 | 2005
2,800 [ 2006

1,000 | Newspapers
1,200 | Sundry exp
11,000 | Defence ;%
A g
lx\sh balance

por??”

ce Sheet
ending December 31, 2005

Liabi

Advancelocker rent

/
Subscription Received in

.....

Amount
Assets
Rs

200 | Cash in hand
1,000 | Outstanding Expenses
2,000 | Building
10,000
36,800
50,000

Answer :

Books of Culture Club
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Income and Expenditure Account

as on December 31, 2006

Dr.
Amount Am
Expenditure Rs Income |
Telephone Expenses 800 | Subscription 22,000
Add: Advance R in
Salary 4,000 2005 K 1,000 2
Newspapers 700 % e |
Sundry Expenses 1,000 h %
C \t 1,000
Surplus (Balancing figure) d{Advance Received in 2005 200
overnment Grants
BE
Balance Sheet
as on December 31, 2006
Amount An
Assets
Rs ]
36,800 Subscription Still Outstanding for 2005
1,200 (Rs 3,000 - Rs 2,000)
31,500 69,500 | Furniture
\ ] Defence Bonds 1
Salary St Outstindin g for 2005 1,000 | Land 2
Loan 10,000 | Building R
Cash in Hand
80,500 BE
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Answer needs Correction? Click Here

Q12:
From the following Receipt and Payment Account prepare final accounts of a Unity Club
for the year ended March 31, 2007.

Receipt and Payment Accounts

for the year ending March 31, 2007

Amount An
Receipts - 1§ A ents
Balance b/d %
Sale of Old furniture (costing Rs 6,000)
Subscriptions:
2005-06 18,000 eneral expenses
2006-07 60,000 % Electric charges
2007-08 §0,000 | Newspapers
Sale of old newspapers 10,800 | Postage
Profit from entertainm 44,000 | Stationery y
Rent o 84,000 | Audit fee
Balance c/d
2,47,800 2,
Balance Sheet
as on March 31, 2006
Amount Am
Liabilities Assets
Rs ]
Outstanding Salary 6,000 | Cash
Capital Fund 6,94,000 | Outstanding subscription
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Library Books
Furniture

Land and Building X
7,00,000 7,

Additional Information:

1. The Club had 500 members each paying an annual subscription of Rs 150.

2. On 31.3.2007 salaries outstanding amounted to Rs 1,200 and salaries pai Rs 6,000 for the year 20(
06.
S
3. Provide 5% depreciation on Land and Building. \\
Answer :

y Club

enditure Account

n March 31, 2007

Dr.
Amount An
Income
y Rs
2,000 | Subscription

Loss/6n Sale of Old Fu
f A % 500 members at Rs 150 each 7
72,000 Sale of Old Newspapers 1

2006—():7; 1,200 Profit from Entertainment

ding

\ s 73,200 Rent
Less: Outstading for 2005-06 (6,000) 67,200

lo o D NN

General Expenses 18,000 | Deficit (Balancing figure)
Electric Charges 12,000
Newspapers 33,800

Postage 3,000
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Stationery 40,000
Audit Fees 8,000
Depreciation on Land and Building 30,000
2,14,000 ;]
Balance Sheet
as on 31 March 2007
Amount Am
Liabilities 'S ets
Rs ]
Advance Subscription (for 2007-08) % Outstanding 1
Salaries Outstanding 1ture 37,000
Capital Fund 6.,94,000 dd: Purchases 18.000
Less: Deficit (200) 55,000
Less: Sales (6,000) 4
Library Books 30,000
Add: Purchases 10,000 4
Land and Building 6.00,000
. [}) 1 1
Less: 5% Depreciation (30.000) 5,7
Cash and Bank 3
7,07,000 7,

Note: As per the solution, Deficit is Rs 200 and the total of the Balance Sheet as on March 31,
2007 is Rs 7,07,000. However, the Surplus given in the book is Rs 14,000 and the total of the

Balance Sheet as on March 31, 2007 is Rs 7,27,000

Answer needs Correction? Click Here
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Q13:
Following is the information in respect of certain items of a Sports Club. You are required
to show them in the Income and Expenditure Account and the Balance Sheet.

Amount
Details
Rs

Sports Fund as on April 1, 2005 80,000
Sports Fund Investments 80,000
Interest on Sports Fund Investments 8,000 \
Donations for Sports Fund 30,000 Q
Sports Prizes awarded
Expenses on Sports Events

General Fund
General Fund Investments

Interest on General Fund Investments

Answer :

Income and Expenditure Account

as on December 31, 2006

Amount

Rs

Income

Interest on General Fund Investments

Balance Sheet
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as on March 31, 2006

Investments 8,000
Add: Donation for Sports Fund 30,000

1,18,000 \
Less: Sports Prizes Awarded (16,000) .
Less: Expenses on Sports Events  (7,000) 95,000 \\

General Fund

Amount An
Liabilities Assets
Rs ]
Sports Fund 80,000 Sports Fund Investments &
Add: Interest on Sports Fund General Fund Investments 2.C

Answer needs Correction? Click Here

Q14 :
Receipt and Paymen
received by way of subs

The addltlonal informa

jon O@ﬁas on March 31, 2005 were Rs 6,500,
ce

1. S.ub

2. ." in aﬂvance as on March 31, 2005 were Rs 4,100,
3. Sub Outstandiné as on March 31, 2006 were Rs 5,400,
4, Shbscrl recelved in advance as on March 31, 2006 were Rs 2,500.

Show how that above information would appear in the final accounts for the year
ended on March 31, 2006 of Maitrey Sports Club.

Answer :

Books of Maitrey Sports Club
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Income and Expenditure Account

as on March 31, 2006

Dr.
Amount An
Expenditure Income
Rs }
Subscription 68,500
Less: O/s on Marg8 1™ (6,500)
62,000
Adz: Advanc ar. 31,2005 4,100
:& ar. 31, 2006 5,400
71,500
: Advance on Mar. 31, 2006 (2,500) 6
ance Sheet
s on March 31, 2005
Amount An
Assets
Rs ]
4,100 | Subscription Outstanding
Balance Sheet
as on March 31, 2006
S Amount An
e Eiabilities Assets
Rs ]

Subscription in Advance

2,500 | Subscription Outstanding
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Answer needs Correction? Click Here

Q15:

Following is the Receipt and Payment account of Rohatgi Trust :

Receipt and Payment Account

for the year ending December 31, 2006

Receipts

Amount

Rs

Cash in hand
Cash at Bank
Subscriptions:

2005

2006

2007
Sale of Investment
Interest on investment

Sale of old furniture (boo

14,000 | Rent
.
60,000 | S \

ctri@ity charges

5,000

83,000 rchase of furniture

3,000 ooks
0 | Defence Bonds

2.000 | Help to needy students
3,200 | Cash in hand
Cash at bank

2,60,200

An

2,

12,000. Salary paid for the year 2007 is Rs 2,000.

Answer :

Books of Rohatgi Trust
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Income and Expenditure Account

as on December 31, 2006

Dr.
Amount An
Expenditure Income
Rs
Rent 6,000 Subscription 83,000
Add: Outstanding 1,000 7,000 Add: Outstandin 6 7,000
90,000
Salary 12,000 Legs: Lif barship Fees (400)
Less: Advance for 2007 (2,000)
- \\crued on Defence Bonds
iton Sale of Investment
Postage s 90,000 - Rs 80,000) 1
% Profit on Sale of Furniture
Electricity Charges 0 | (Rs 3,200 - Rs 3,000)
Help to Needy Students ,000 | Interest on Investments
Surplus (Balancing Figui Q 63,500
1,08,800 [ 1.
Balance Sheet
as on December 31, 2005
Amount An
Assets
Rs ]
2,01,000 | Subscription Outstanding
Investment (Rs 80,000 + Rs 30,000) 1,1
Furniture 1
Cash in hand 1
Cash at bank §
2,01,000 [ 2.0
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Balance Sheet

as on December 31, 2006

Amount An
Expenditure Inco
Rs
Advance Subscription 3,000 | Subscription Outstandi
Rent Outstanding 1,000 | Defence Bon® 1.50,000
Adg: % est
Capital Fund 2.01.000 \K onds 7,000 1,5
Add: Surplus 63.500 @.
Add: Life Membership Fees 400 eshent 3
vance Salaries
% urniture 12,000
Add: Purchases 20,000
32,000
Q Less: Sales (3.000) 2
N Books
- Cash in Hand 1
Cash at Bank R
2,68,900 [ 2

Answer needs Correction? Click Here

Q16 :

Following Receipt and Payment Account was prepared from the cash book of Delhi
Charitable Trust for the year ending December 31, 2007
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Receipt and Payment Account

for the year ending December 31, 2007

Amount
Receipts Payments
Rs

Balance b/d Charity

Cash in Hand 11,500 | Rent and taxes

Cash at Bank 12,600 | Salary
Donation 9,000 | Printing \
Subscription Q
Legacies i &
Interest on investment

Sale of old newspapers

ance c/d:

% Cash in Hand
Cash at Bank
Q 98,600

e

Prepare IIYC()II]G and expenal unt for the year ended December 31, 2006, and a

balance sheet as on that

the following adjustments:

\Aided t@ ird of the amount received on account of donation as income.
Wﬂ as paid" in advance for three months.

(a) ;’it
(b

(c)\ Inte ivestment Rs'lo, 100 accrued was not received.

(d) i{eng Rsof salary- s/900 and advertisement expenses Rs1,000 outstanding as on December 31, 2007.

Answer :

Books of Delhi Charitable Trust
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Income and Expenditure Account

as on December 31, 2007

Dr.
Amount An
Expenditure Rs Income
Insurance 2,000 Donation {9,000 x (1/3)
Less: Prepaid {2,000 x (3/15)} (400) 1.600 Interest on Investmeits 4,500
Add: Accrue@ 1,100
Charity 11,500 . {
Rent and Taxes 3,200 Sub ib'o& .
Add: Outstanding 600 S®x ewspapers
Salary 6,000
Add: Outstanding 900
Printing
Postage 3 00
Advertisements @*
Add: Outstandlng i, 5.500
Surplus (Balancing figure) ‘\" 21,400
A % 51,600 | S
Balance Sheet
p. as on December 31, 2007
i Amount An
“““ ~—TFiabilities Assets
Rs }
Capital Fund (Balancing figure) 24,100 | Cash in Hand 1
Cash at Bank 1
24,100 B
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Balance Sheet

as on December 31, 2007

Amount An
Liabilities Rs Assets ]
Capital Fund 24,100 Prepaid Insurance {,00 /15)}
Add: Donation {9,000 x (2/3) 6,000 Investment @ 23,000
Add: Legacies 18,000 AddgAcgru St 1,100 2
Add: Surplus 21,400 Furn \ 2
Rent Outstanding ] d
Salary Outstanding ank 1
Advertisement Expenses Outstanding
7

Note:

i. per the solution,
however aspet the-ar

that of the book, Rent | ,000 is assumed for 12 months instead of 15 months.

the book 1s Rs 21,500 and Rs 72,100. Thus, in order to match the ans

ii. 'question asks us to%. ncome and Expenditure Account for the year ended December 31, 2006; ho

Al tion h

Q17 :
From the following Receipt and Payment Account of a club, prepare Income and

Expenditure Account for the year ended December 31, 2006 and the Balance Sheet as on
that date.

Receipt and Payment Account

red according to the date of Receipt and Payment Account which is Decembe
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for the year ending December 31, 2006

Amount An
Receipts Payments
Rs ]
Balance b/d 3,500 [ General expenses
Subscription: Salary
2005 1,800 Postage
2006 70,000 Electricity charges
2007 3,000 75,000 | Furniture
Sale of old Books ] 2,000 Books %
(Costing Rs 3,200) {
Rent from use of hall
Sale of newspapers e
Profit from entertainment nce c/d

Additional Information:

(a) The club has-+00 membs
31, 2005 were Rs 3,600. N

an annual subscription of Rs900. Subscriptions outstanding on Dece

(b) On December 31, ZO%y outstanding amounted to Rs 1,000, Salary paid included Rs 1,000 for the ye:
.200

©),

“%club owned land and building Rs 25,000, furniture Rs 2,600 and books Rs 6,200.

\s

Answer i

Income and Expenditure Account
as on December 31, 2006
Dr.

Expenditure Amount Income An
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Rs

General Expenses
Salary
Add: Outstanding for 2006

Less: Outstanding for 2005

Loss on Sale of Old Books
Electricity Charges
Newspapers

Meeting Expenses

Postage

Surplus (Balancing figure)

900 | Subscription 70,000
16,000 Add: Outstanding for 2006 20,000 9
1,000 (100 members at Rs 900 each)
W Rent from use of hall 1
(1,000) 16,000 | Sale of Old News Papers
] Profit from Enterta&
[ 1,1
Sheet as on December 31, 2005
Amount An
Rs Assets ]
1,000 | Subscription Outstanding
40,100 | Furniture
Books
Cash and Bank
Building 2
41,100 [ 4

Balance Sheet
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as on December 31, 2006

Amount An
Liabilities Assets
Rs
Advance Subscription 3.000 Subscription Outstanding
Salary Outstanding 1,000 2006 20,000
Add: 2005 (Still Outstanding) 1,800 2
Capital Fund 40,100 Building \ 2
Add: Surplus 79,700 1.19.800 Furniture 2,600
Adg; PQ 26,500 | 2
\\ 6,200
AHurchases 13,000
19,200
% Less: Sales 3,200
T.V. Set
Cash and Bank
Q 1,23,800 1,2
NOTE: I order to match t \ 1th that of given in the book, Subscription Outstanding on
December 31,2005 has b as Rs 3,800 instead of Rs 3,600.
C{% Click Here
eipt and Payment Account of Women's Welfare Club for the year
ended December 31, 2007
Receipt and Payment Account
for the year ending December 31, 2007
Amount An
Receipts Payments
Rs ]
Balance b/d 7,250 | Salary
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Subscriptions

Donations

Grant from Government

Sale of newspapers

Proceeds of charity show

Interest on investments @ 10% for full year

Sundries income

81,750
3,000
15,000
300
16,500
7,000
400

Additional Information:

Outstanding salaries

Insurance prepaid

Subscription outstanding .

Subscriptiofi received in ady

Stationery
Electricity charges
Insurance
Equipments

Petty expenses

Expenses on charity sho

Newspapers

Lectures fee \

Honorarium %ry
) 2

Ba\\

1,31,200 % 1,

01.01.2007 31.12.20(
Rs Rs

1,200 1,8

700 3

3,750 2,5(

1,750 1,0

- 1,2:

2,250 7

25,600 50,2(

1,20,000 1,14,0(

Balance Sheef’as on-that date.

Answer :

nd Expenditure Account for the year ended December 31, 2007 and

Books of Women Welfare Club

Income and Expenditure Account
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as on December 31, 2007

Dr.
Amount An
Expenditure Income
Rs
Salary 12,500 Subscriptions 81,750
Add: O/s on Dec. 31, 2007 1,800 Add: O/s on Dec. 31, 2007 2,500
14,300 | 84,250 |
Less: O/s on Dec. 31, 2006 (1,200) 13,100 Less: Ols 0n®&200 (3,750)
& A 80,500
Stationery 1,700 :K on Dec. 31,2006 1,750
Add: Opening Stock 2,250 K 82,250 |
3,950 | %Advance onDec.31,2007 (1,000) |
Less: Closing Stock (700)
onations
Electric Charges Grant from Government |

Add: O/s on Dec. 31, 2007

Insurance

Add: Prepaid in 2006

/

Honorarium to Secretary

Depreciation on Building

Surplus (Balancing Figure)

8,200

(300)

7,900
5,400
500
1,000
16,500
12,000
6,000
34,100

Sale of Newspapers
Profit from Charity show (16,500-12,900)
Interest on Investments

Sundries Income
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1,10,550

1,1

Balance Sheet

as on December 31, 2006

Amount An
Liabilities
Rs ]
Outstanding Salaries 1,200 | Insurance P
Subscription in Advance 1,750
Capital Fund (Balancing Figure) 2
1,2
sh and Bank
% Investments {7,000 x (100/10)} 7
29,550 [ 2,
Balance Sheet
as on December 31, 2007
Amount An
Assets
Rs ]
1,800 [Equipments 25,600
Subscription ”Ad.vaﬁég 1000 | 4 4 Purchases 30,000
Electricity Charges Outstanding 1,250 35,600
Capital Fund 2,26,600

Answer needs Correction? Click Here

Q19:
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As at March 31,2008 the following balances have been extrated from the books of the
Indian Chartered Accountants Recreation Club and you are asked to prepare (1) Trading
Account for ascertaining gross profit derived from running restaurant and dining room
and (2) Income and Expenditure Account for the year ended March 31, 2008 (3) and a
Balance Sheet as at that date.

Debit Balances Rs Credit Balances I
Stock-in-hand 1170 | Receipts Dining Roo &
Purchases 24,660 | Subscriptions (
Dining Room 32,370 | Billiard's Re
Rent 10,470
Wages 18,690 ixed Deposit
Repairs and Renewals itors
Fuel and Light om Institute (permanent) 4.
Misc. Expenses me and Exp. A/c (1.4.07) }
Cash in hand uspense A/c (See note)

Cash at bank

Fixed Deposit 8,500
Sundry Debtors 2,250
China glass, cqtl@ry and-ling 600
Billiard Table A 2,070
Fixtugeé and Fittings % 870
Furrhrug N % 4,140
ClufPremhi e\\ 30,000

1,53,840 15

On March 31,2008 stock of restaurant consisted of Rs 900 and Rs 60 respectively. Provide
depreciations Rs 60 on fixtures and fittings, Rs 390 on billiard table and Rs 560 on
furniture.

Answer :

Important Note:
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1. Credit side of the Trial Balance of the question is short by Rs 60. Thus, in order to tally
both sides of the Trial Balance, Suspense Account will be opened with the difference
amount of Rs 60.

2. In the adjustment, Closing Stock should be Rs 960 instead of Rs 900.

Books of Indian Chartered Accountants Recreation Club

Restaurant Trading Account

Dr.
Amount \ An
Particulars icttars
Rs
3
Opening Stock 1,170 | RéGgi X ining Room é
Purchases 1 toek
Dining Room Exp.
Profit from Restaurant
2
and Expenditure Account
s on March 31, 2008
Amount An
Income
Rs
10,470 | Subscriptions
18,690 | Sundry Receipts
5,400 | Interest on Fixed Deposits
5,280 | Profit from Restaurant 3

Misc. Expehses: . 4,050 | Billiards Receipts

Depreciation on
Fixtures and Fittings 60
Billiards Table 390

Furniture 560 1,010
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Surplus (Excess of Income over Expenditure) 2,950
47,850 [ 4
Balance Sheet \
as on March 31, 2008
Amount 2 Arn
Liabilities Assets
Rs
Sundry Creditors
Grant from Institute
Suspense xed Deposit
Capital Fund (Income and Exp. A/c %
as on Apr.01, 2007) 1 Sundry Debtors
Add: Surplus 4,330 | China Glass, Cutlery and Linen
Billiards Table 2.070
Less: Depreciation (390)
Fixture and Fittings 870
Less: Depreciation (60)
Furniture 4,140
Less: Depreciation (560)
Club Premises 3
Stock of Restaurant
51,700 5
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Answer needs Correction? Click Here

Long answers : Solutions of Questions on Page Number : 474
Q1:
Explain the statement: “Receipt and Payment Account is a summari* ion

of Cash Book”. Q

2
Cas, is account is
n Bash basis. All cash
nd all cash payments are

Answer :

Receipts and Payments Account is a summary o
prepared by those organisations which maintai
receipts are recorded on the Receipts side (i.e.
recorded on the Payments side (i.e. Credit side) 0 and Payments Account. It
is prepared on the basis of cash and bank tran @' corded in the Cash Book. It
begins with the opening balance of cash a kand ends with the closing balances
of cash and bank (balancing figure) at e accounting period. It records all the
cash and bank transactiong [ evenue nature. It not only records the
cash and bank transacii
bank receipts (g'r. payme » ) JUTIng the current accounting period that may be
ting period. This account only helps us to

related to the previous or net
‘ofthe cash and bank and helps in assessing the cash
orms the basis for the preparation of Income and

ascertain the closing ba
position ofsan NPO. Jtal

CCl
n

he featur;éé of Receipt and Payment Account that are common to

eceip}t’;and Payments Account and Cash Book

those of Ca

.....

1. Naturé: [tis a summarised version of the Cash Book. Similar to the Cash Book, the
Receipt and Payment Account is also a Real Account.

2. Nature of Transactions: It records only cash and bank transactions similar to a Two-
Column Cash Book. Transactions other than cash and bank like depreciation, loss/
profit on sale of assets, etc. are not recorded in this account.


http://www.schoollamp.com/class-11-eleventh/accountancy/ncert-solutions/financial-accounting-part-2-accountancy-chapter-3-accounts-from-incomplete-records-ncert-detailed-solutions-for-long-answers-numerical-questions-short-answers-ncertsol-821
http://www.schoollamp.com/class-11-eleventh/accountancy/ncert-solutions/financial-accounting-part-2-accountancy-chapter-3-accounts-from-incomplete-records-ncert-detailed-solutions-for-long-answers-numerical-questions-short-answers-ncertsol-821
http://www.schoollamp.com/class-11-eleventh/accountancy/ncert-solutions/financial-accounting-part-2-accountancy-chapter-5-applications-of-computers-in-accounting-ncert-detailed-solutions-for-long-answers-short-answers-ncertsol-824
freehomedelivery.net

3. No distinction between Capital and Revenue items: It records all the cash and
bank receipts and payments of both capital and revenue nature. Likewise, the
transactions recorded in the Cash Book are also of both capital and revenue nature.

4. Opening and closing balance: It begins with the opening balance of cash and bank
and ends with the closing balance of the cash and bank (balancing figure) at the end of
the accounting period.

5. Purpose: It reveals the cash position of an organisation. It helps to asceriain the total
amount paid and received during an accounting period. Similarly, a Cash 8ook
helps us to assess the cash position of an organisation.

Thus, on the basis of the above mentioned points and similariﬁe% ent
el Y

'Receipt and Payment Account is a summarised version of \\ s justified.
Answer needs Correction? Click Here %
Q2:

“Income and Expenditure Account of a Not rganisation is akin to Profit

and Loss Account of a business concer % he statement.
Answer : Q

imilar to Profit and Loss Account (P&L), in
Not-for-profit-Organisations and the latter is
lons. Both the accounts are prepared on the accrual

the sense that.the former.S
prepared By profit earnin

%e erﬁses and losses pertaining to the current accounting

d det;"it side (Expenditure side) and all the gains and income of
n period,f’are recorded on the credit side (Income side) of the I&E.

igure of the I&E is surplus or deficit and that of the P&L is net profit or

s accourits record only revenue items which are related to the current

accounting period-—

Similarities between Income and Expenditure Account and Profit and Loss
Account

I&E Account of an NPO is akin to the Profit and Loss Account of a profit earning
business in the following manners.

1. Nature of Account. Both the concerned accounts are nominal in nature.
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2. Basis of Recording: Both the accounts record only revenue expenses and revenue
income related to the current accounting period. The items of capital nature are not
ignored while preparing these accounts.

3. Period: Transactions related to current year are recorded in Income and Expenditure

account in the same manner in which profit and loss account is prepared. Transactions
related to previous year or next year are excluded.

4. Adjustments: The treatment of adjustments like, outstandi: REcpaid
expenses, income received in advance, income due but nc phgciallowg bad
debts etc. is same as that in Profit and Loss Account. T agecabna
prepared on the accrual basis.

Answer needs Correction? Click Here

Q3:

Distinguish between Receipts and Accountand e and

Expenditure Account.

Answer :

Basis of Difference

Regeipts,and Payments Account

Income and Expend

1. Nature

It is a summary,of cash and bank transactions

It is a summary of current year

2. Revenue and Capital

It-records transactions related to both revenue and
capitalinaere.

It records transactions related t

3. Debit Side

Debitside of this account records cash and bank
reeeipts during an accounting period.

Debit side of this account reco:
incurred in the current account

4. Ctedit side

Credit side of this account records payments in cash
and through cheques.

Credit side of this account recc
earned in the current accountin

5.\ Type'ofaccoaunt

It is’a Real Account

It is a Nominal Account

6. Period

[t records receipts and payments made during the
year that may be related to the current accounting
period or the preceding period and the succeeding
accounting period.

It only records income and exf
the current accounting period.

7. Object

This account depicts the cash position of an NPO.

This account shows the net res
or deficits due to the business :
year.

8. Opening Balance

This account begins with the opening balance of

Usually, it has no opening bala
surplus or deficits forwarded fi
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cash in hand and cash at bank or overdraft. period (if not added to the Cap
as the opening balance of this :

9. Closing balance The balancing figure of this account is expressed in | The balancing figure is expres:
terms of the closing balance of cash in hand and surplus (if incomes > expenses
cash at bank or overdraft. > incomes).

10. Depreciation It does not include non-cash items like It includes non-cash items like
depreciation, appreciation, etc. debts, provisions, etc. in order

11. Adjustment Receipts and Payments during the year can be
adjusted before preparation of the financial
statements.

12. Transfer of Balance | The opening balance of this account is bgou ght ‘ fthe closing balance of this ac
is added to the Capital Fund in

forward from the last year's Receipts o onts
Account and the closing balance of this aceotnt is | the closing balance is deficit th
carried forward to the sub ty eCeipts the Capital Fund in the Balanc:

and Payments Accoun thg¥Balance
Sheet of the current acco

13. System It is prepared on cash basi It is prepared on accrual basis.

Answer needs Correction? Click Here

Q4:
Explain the basic featu?
Payment Account. N\

and Expenditure Account and of Receipt and

Answer %a
; %ﬁ ccount (I&E) Account is a Nominal Account and is prepared
SiSylt records all transactions of revenue nature that are related to the

curkent ing period ( Whether outstanding or prepaid) for which the books are

maiﬁtajned. penses and losses are recorded on the debit side (Expenditure side)
and all income and"g'éins are recorded on the credit side (Income side) of I&E Account.

The closing balance or the balancing figure of I&E Account is termed as surplus (or

deficit), if the sum total of the Income side exceeds (is lesser than) the sum total of the

Expenditure side.

The following are the basic features of Income and Expenditure Account
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1. Nature: It is a Nominal Account. The debit side of I&E records all expenses and
losses and the credit side records all incomes and gains related to the current
accounting period.

2. Basis: It is prepared on the basis of Receipt and Payment Account (R&P). All the
revenues items whether incomes or expenditures are transferred from R&P.

3. Excludes Capital Transactions: The transactions those are capital in naturg are
excluded from this account. For example, only profit or loss on sale of fixed
recorded but the total amount of sales is not recorded since sale of fixed et

considered as a capital receipt. @
4. Akin to Profit and Loss Account. Income and Expenditure % ) is similar
to the Profit and Loss Account in the sense that while the fo S P red to

ascertain surplus or deficit during an accounting period th%&\repared to
| e

ascertain net profit or net loss incurred during jod.

5. Records only Current Year's items: This ac
that are related to current accounting year. In
preceding or succeeding accounting period
realised in the current period.

ds only those transactions
ransactions related to the
even if these transactions are

6. Adjustments: Various C
expenses, income recej
debts, etc. can be adJ

ms like, outstanding expenses, prepaid
e due but not received, depreciation, bad

7. Balancmg Flgure The igure of this account is expressed in terms of
either surplus (if incom enses) or deficit (if expenses > incomes). The surplus
balarice, ifi@ny, is a@ t ’;Capital Fund, whereas, the deficit balance, if any, is

Fund.

: yments Accqﬁnt is a summary of the Cash Book. All the cash receipts
aré’g rec the Receip/ts'side (i.e. Debit side) and all the cash payments are
recorded 0 aymenis side (i.e. Credit side) of Receipts and Payments Account. It
is prepared of'the basis of cash and bank transactions recorded in the Cash Book. It
begins with the opening balance of cash and bank and ends with the closing balances
of cash and bank (balancing figure) at the end of the accounting period. It records all the
cash and bank transactions both of capital and revenue nature. It not only records the
cash and bank transactions relating to the current accounting period but also cash and
bank receipts (or payments) received during the current accounting period that may be
related to the previous or next accounting period.
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The following are the features of Receipt and Payment Account.
1. Nature: It is a Real Account. It is a summarised version of the Cash Book.

2. Nature of Transactions: It records only cash and bank transactions. Transactions
other than cash and bank like depreciation, loss/ profit on sale of assets, etc. are not
recorded in this account.

3. No distinction between Capital and Revenue items: It records all cash and bank
receipts and payments of both capital and revenue nature.

4. Opening and closing balance: It begins with the opening balance nd @ank
and ends with the closing balance of the cash and bank (balanciQ the end of
\ 2

the accounting period.
5. Purpose: It reveals the cash position of an organisatio \&, ascertain the total
amount paid and received during an accountin

Answer needs Correction? Click Here

Q5:

Show the treatment of the following items, -for-Profit Organisation:

a) Subscriptions received during an accounting year (whether related to the current year or
previous and subsequent year) are shown on the debit side of the Receipts and Payments
Account.

b) Subscription amount related to the current accounting year only, whether received or yet to
be received are shown on the credit side of the Income and Expenditure Account.
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¢) Subscriptions received in advance for the subsequent year are shown on the Liabilities side
of the Balance Sheet.

d) Subscriptions due but not received are shown in the Assets side of the Balance Sheet.
ii) Specific donation

a) The amount received for specific donation is shown on the debit side of the Receipts and
Payments Accounts.

b) The amount received for specific donation is shown on the Liabilities side afthe ce
Sheet as it is used for the specific purpose for which it is received. Q

iii) Sale of fixed assets 'Y

a) The amount received from the sale of fixed assets are record w it side of the
Receipts and Payments Account.

b) Profit (or loss) on the sale of fixed assets is to the Income and

Expenditure Account.

¢) The book-value of the fixed assets sold is de
side of the Balance Sheet.

its respective assets on the Assets

iv) Sale of old periodicals

a) The amount receiv

.......
P
.

b) As the sale of old perlo S ny orgamsatlon is considered as revenue receipts, so it is
shown on the credit 51

vi) Life Membership Fees

a) The amount paid by a person to become a member of an organisation is called life
membership fees. As this is a receipt for an NPO, so it is debited to the Receipt and Payment
Account.
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b) Life Membership fees is not recurring in nature and received once for a whole life from a
member. Thus, as Life Membership Fees are capital receipts, so these are added to the Capital
Fund on the Liabilities side of the Balance Sheet.

Answer needs Correction? Click Here

Q6 :
Show the treatment of items of Income and Expenditure Account when,th is a

specific fund for those items.
&e grants, etc. to an
jorger can only be used for

the specific purpose for which they are received, ed¥for any purpose. For

Answer :

There are various sources of receipts like donations. subscriptions,

NPO. Some receipts are specific while others are gen
example, if donation is received for construction of b this donation is a specific
donation and thereby can only be used for construct] ding. The specific receipts are
not considered as revenue income for the NPO and ot shown in the Income and
Expenditure Account. In fact, such receipts i as liabilities to the NPO as these
amounts are received for specific purpose dad canmot Be used for any other purpose. Specific
receipts are shown in the Li sidy % lance Sheet, untl and unless they are fully set

off against the purpose fi

invested outside the-organis:
funds like, match funds, prize he interest and income earned on such investments are

not credited to the Income diture Account but in fact are credited to the respective
Fund;"AcﬂSimil X ilSCS incurred for such funds are not debited to the Income and
i(lre ilifact, are debited to the respective Fund Account. These special

lities‘,‘%ide of the Balance Sheet. In case, if the related expenses

ed recewts of the’ffund, then the difference is shown in the income and

.....

Treatment
(Tournament/Match/Prize, etc.) Fund Account

Dr.

Date |Particulars L.F. |Amount Date |Particulars
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Expenses

(expenses incurred like, match
expenses, tournament expenses)

Balanace c¢/d

(see explanation)

(a)

Explanation (a)

Balance b/d

Incomes

(income or interest earned on funds
invested in the form of donation,

interests, dividends, etc.)
Incom% nditure A/c (see
e@

Balance Sheet

Specific Fund (i.e. Tourn
etc.)

Tournament Fund Investment

/

Explgﬁation (b)

%elpts:§ for the specific purpose then the difference between the two is
tu e of the Income and Expenditure Account.

Income and Expenditure A/c

Amount

Income

Expenses

(i.e. Tournament, Match, Prize Expenses etc.
except capital expenditure like, i.e. expenses on
construction of building)
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Answer needs Correction? Click Here

Q7 :

What is Receipt and Payment Account? How is it different from Income and

Expenditure Account?

Answer :

Receipts and Payments Account is a summary of the Cash Boo!

recorded on the Receipts side (i.e. Debit side) and all the cas

cash and bank transactions recorded in the Cash Bool

eccal
> 1@cofiegd On the
Payments side (i.e. Credit side) of Receipts and Payment t.dt igpreparSulygf
Mth the oPeglin of cash
alancg fig e end of the

and bank and ends with the closing balances of c:
accounting period. It records all cash and ban!
not only records cash and bank transactio

cash and bank receipts (or payments) r

SACTTOUSIRG RO afitd]
1Noto the surrent aec
e cunrent ¢

related to the previous or next acco

Distinguish between Receipt

Account

118, 7\ cCOLIVtNAT

enue nature. It

period, but also

12 period that may be

me and Expenditure

Basis of Difference

Receipts ang Payinents Account

Income and Expenditure Accous

1. Nature

{t1s a svmmacy of cash and bank transactions

It is a summary of current year inc

2. Revenue-and Capital

It records. transactions related to both revenue
andycapifell nature.

It records transactions related to re

3. Debit Side

Debitside of this account records cash and bank
receipts during an accounting period.

Debit side of this account records
incurred in the current accounting

4. Credit side

Credit side of this account records payments in
cash and through cheques.

Credit side of this account records
earned in the current accounting p

5. Type of account

Itis a Real Account

It is a Nominal Account

6. Period

[t records receipts and payments made during
the year that may be related to the current
accounting period or the preceding period and
the succeeding accounting period.

It only records income and expenc
the current accounting period.

7. Object

This account depicts the cash position of an
NPO.

This account shows the net result :
or deficits due to the business acti
year.

8. Opening Balance

This account begins with the opening balance of

Usually, it has no opening balance
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cash in hand and cash at bank or overdraft.

surplus or deficits forwarded from
period (if not added to the Capital
shown as the opening balance of tl

9. Closing balance

The balancing figure of this account is
expressed in terms of the closing balance of
cash in hand and cash at bank or overdraft.

The balancing figure is expressed
surplus (if incomes > expenses) or
> incomes).

10. Depreciation

It does not include non-cash items like
depreciation, appreciation, etc.

It includes non-cash items like deg
debts, provisions, etc. in order to &
net i net loss.

11. Adjustment

Receipts and Payments during the year can be
adjusted before preparation of the financial
statements.

12. Transfer of Balance

The opening balance of this account 1
forward from the last year's Recelpts

accounting period.

13. System

ments gegarding both cash ¢

f the closing balance of this accot
1s added to the Capital Fund in the
the closing balance is deficit then

the Capital Fund in the Balance St

It is prepared on theg@as

It is prepared on the accrual basis.
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