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� Non-trading organisations refer to the organisations that work for the
welfare of the social groups or the society at large, earning of profits is not
their main motive. Non-trading organisations unlike trading organisations
normally, they do not manufacture, purchase or sell goods and may not have
credit transactions. The major sources of their income mainly include
subscriptions from their members, membership fees, grants-in-aid,
donations and income from investments, etc. Since the non-trading
organisations are formed for social welfare and earning of profits is not theirorganisations are formed for social welfare and earning of profits is not their
main objective, these organizations do not prepare Profit and loss account.
However, since these organisations make use of societal funds collected in
the form of grant in aids, therefore they do maintain financial records to
meet statutory requirements and to exercise control over utilization of their
funds. Non-trading organisations do prepare Receipt and Payment account,
Income and Expenditure Account and Balance Sheet at the end of the
accounting year and submit these to the Registrar of Societies.



� Provide Service to Society

� Charitable Trusts/Societies

� Source of Income

� Non Distribution of Surplus

� Management

� Accounting Records



� Non-trading organizations are required to maintain proper
accounting records and also maintain effective control over
utilization of funds as per statutory requirements. Because these
organizations don’t do any business, their main sources of income
are subscriptions from members, donations, financial assistance from
government and income from investments. As most of the
transactions conducted by these organisations are in cash or through
the bank, therefore, they usually keep a cash book in which all
transactions conducted by these organisations are in cash or through
the bank, therefore, they usually keep a cash book in which all
receipts and payments are duly recorded. A ledger containing the
accounts of all incomes, expenses, assets and liabilities is also
maintained. Further, a stock register is maintained to keep complete
record of all fixed assets and other inventory. Capital fund also called
general fund is maintained to which all the collections from life
membership fee, donation, legacies, and surplus generated etc.
received from year to year is added. Non-trading organisations don’t
have any capital account.



� Although non-trading organizations are non-profit making

entities and don’t indulge in any trading or business activities but

they are required to prepare financial statements at the end of the

each accounting period. As per legal requirements they are

required to provide the necessary financial information to the

members, donors, contributors and also to the Registrar ofmembers, donors, contributors and also to the Registrar of

Societies. The final accounts of a ‘non-trading organization’
include:

�

1. Receipt and Payment Account

2. Income and Expenditure Account, and

� Balance Sheet.



� Receipt and Payment account is like a consolidated cash

book made on annual basis. All the cash receipts and cash

payments made in a year are recorded in receipt and

payment account on consolidated basis e.g. subscriptions

received from the members on different dates, shall be

shown on the receipts side of the Receipt and Payment

Account as one item with its total amount. In simple wordsAccount as one item with its total amount. In simple words

it can be described as the summary of cash and bank

transactions.

� There is legal obligation on non-trading concerns to 
prepare Receipt and Payment account as it is required to 
be submitted to the Registrar of Societies along with the 
Income and Expenditure Account, and the Balance Sheet. 



Receipt and Payment Account for the year ending ————- 

Dr.             Cr. 

Receipts      Amount  Payments    Amount 

(Rs.)       (Rs.) 

Balance b/d        Balance b/d (Bank overdraft) xxx 

Cash in Hand      xxx   Wages and Salaries   xxx 

Cash at Bank     xxx   Rent     xxx 

Subscriptions     xxx   Rates and Taxes   xxx 

General Donations     xxx   Insurance   xxx 

Sale of newspaper    xxx   Printing and Stationery xxx 

periodicals/waste paper      Postage and courier   xxx 

Sale of old sports materials    xxx   Advertisement   xxx 

Interest on fixed deposits      Sundry expenses   xxx 

Interest/Dividend on general    xxx   Telephone charges  xxx Interest/Dividend on general    xxx   Telephone charges  xxx 

investments        Entertainment expenses xxx 

Locker Rent     xxx   Audit fees    xxx 

Sale of scraps      xxx   Honorarium   xxx 

Proceeds from charity show    xxx   Repair and Renewals   xxx 

Miscellaneous receipts    xxx   Upkeep of ground   xxx 

Grant-in-aid**     xxx   Conveyance    xxx 

Legacies      xxx   Newspapers and Periodicals  xxx 

Specific Donations     xxx   Purchases of Assets   xxx 

Sale of Investments     xxx   Purchase of Investments  xxx 

Sale of Fixed Assets     xxx   Balance c/d    xxx 

Life membership fees     xxx   Cash in hand    xxx 

Entrance fees     xxx   Cash at Bank
1
   xxx 

Receipts on account of   xxx 

specific purpose funds 

Interest on specific funds'    xxx 

investments 

Balance b/d (Bank Overdraft)
1
   xxx 

xxxx       xxxx 



1. All Receipts and Payments made in a year are to be recorded on

consolidated basis irrespective of whether they pertain to the current
period, previous period or succeeding period.

2. While recording receipts or payments no distinction is made between

receipts and payments of capital and revenue nature. All receipts and
payments are to be recorded.

3. Non cash transactions/items like depreciation are not to be recorded.

4. None of the receivable income and payable expense is to be entered in this
account as they do not involve inflow or outflow of cash.account as they do not involve inflow or outflow of cash.

5. The opening balance in Receipt and Payment Account represents cash in

hand/ cash at bank which is shown on its receipts side. No distinction is

made in receipts/payments made in cash or through bank. With the

exception of the opening and closing balances, the total amount of each
receipt and payment is shown in this account.

� The closing balance of this account represents cash in hand and bank
balance as at the end of the year, which appear on the credit side of the
Receipt and Payment Account. However, if it is bank overdraft at the end it
shall be shown on its debit side as the last item.



� It is akin to trading and profit and loss account of trading

organizations and can be described as a summary of income earned and

expenditure incurred during the accounting year. Accrual basis of

accounting is followed to prepare this account. Like trading and profit

and loss account only revenue income and expenses are considered for

preparing Income and Expenditure account. Excess of income over

expenditure represents surplus and excess of expenditure over income

represents deficit. Net operating result i.e. surplus (i.e. excess ofrepresents deficit. Net operating result i.e. surplus (i.e. excess of

income over expenditure) or deficit (i.e. excess of expenditure over

income), is added or deducted respectively to the capital fund shown in
the balance sheet.

�

� The Income and Expenditure Account is prepared with the help of
Receipts and payments Account and additional information relating
to outstanding expenses/incomes, prepaid expenses, and non cash
items like depreciation, etc.



Income and Expenditure Account 

 for the year ending on ………………. 

Expenditure     Amount  Income    Amount 

(Rs.)      (Rs.) 

Printing and Stationery   xxxx   Subscriptions    xxxx 

Lighting     xxxx  Entrance fees    xxxx Lighting     xxxx  Entrance fees    xxxx 

Rates and Taxes    xxxx  Interest on investment  xxxx 

Telephone charges   xxxx   in government securities 

Postage and courier charges   xxxx   Locker rent    xxxx 

Wages and Salaries    xxxx  Deficit*(Excess of  

Insurance Premium    xxxx  expenditure over income) 

Surplus* (Excess of income   xxxx  (Balancing figure) 

over expenditure)(Balancing Fig.) 

XXXX       XXXX 



1. Income and Expenditure statement is prepared on the basis of Receipt and
Payment Account and additional information, if any.

2. Follow accrual basis of accounting for preparing Income and Expenditure
account.

3. Only revenue income and expenditure is to be considered while preparing

Income and Expenditure account. Exclude the capital receipts and capital

payments as these are to be shown in the Balance Sheet. Exclude the
donations received for specific purpose.donations received for specific purpose.

4. Only that portion of receipts and payments is to be recorded in Income and

Expenditure which belongs to current accounting year. Make adjustments

by excluding the amounts relating to the preceding and the succeeding

periods and including the amounts relating to the current year not yet
received.

5. Opening and closing balances of cash and bank will not appear in the
Income and Expenditure account.

� Even non-cash items of income and expenditure e.g. depreciation on fixed
assets, provision for doubtful debts etc. are also to be considered while
preparing income and expenditure account.



Basis of 

distinction 

Income and Expenditure 

Account 

Receipt and Payment Account 

Nature It is a summary of incomes and 

expenses like trading and profit 

and loss account 

It is the summary of cash receipts and 

payments like cash account 

Nature of Items Only Revenue incomes and 

revenue expenses are recorded. 

All types of Receipts and payments are 

recorded whether of revenue nature or of 

capital nature. 

Period Only those Incomes and 

expenses are recorded which 

relate only to the current period 

All Receipts and payments are recorded 

including those belonging to preceding and 

succeeding periods 

Recording of 

Non-cash Items 

Non cash items like 

depreciation, provisions etc. are 

considered. 

Non-cash items are not considered while 

preparing this account. 

Opening 

Balance 

There is no opening balance Opening Balance of cash and bank recorded 

in the beginning 

Closing Balance Balance at the end represents 

excess of income over 

expenditure or vice-versa 

Balance at the end represents cash in hand 

and at bank at the end  

 



� Non-trading organizations, like trading organizations, also prepare their balance sheet. Balance

sheet of non-trading organizations is almost similar to the balance sheet of trading organizations

with only one difference i.e. non-trading organizations have capital fund or general fund in their

balance sheet in place of capital. The basic objective of preparing the balance sheet is to ascertain

the financial position of the organization.

� Preparation of Balance Sheet

� Take the Capital/General Fund as per the opening balance sheet and add surplus or deduct

deficit, as the case may be, to this as determined from the Income and Expenditure Account.

Further, add entrance fees, legacies, life membership fees, etc. received during the year.Further, add entrance fees, legacies, life membership fees, etc. received during the year.

� Record all the fixed assets on the asset side of the balance sheet. These assets are to be

recorded after adjustments for the additions/sale made in the year and also after recording

the effect of depreciation charged during the year.

� Compare items on the receipt side of the Receipts and Payments Account with income side

of the Income and Expenditure Account and items on the payments side of the Receipt and

Payment Account with expenditure side of the Income and Expenditure Account. The

comparison is made to ascertain the assets like subscriptions due but not yet received,

incomes received in advance, sale of fixed assets made during the year, items to be

capitalized (i.e. taken directly to the Balance Sheet) e.g. legacies, interest on specific fund

investment and liabilities like outstanding expenses, prepaid expenses, etc. This comparison

will also help in identifying amount of fixed assets purchased during the year.



� Subscriptions: Subscription is the main source of income of non-trading organizations. It is collected
from the members on annual basis.

� Donations : Donations is a kind of gift received from an individual or an organization. It can be in 

the form of cash or kind. Donations can be categorized into two kinds i.e. Donation for specific purpose 
and General Donations. 

� Specific Donations and  General Donations

� Admission Fees: It is onetime payment given by the members at the time of becoming member of the
organization. Depending upon whether the receipt of income is a regular feature or not, we may treat thisorganization. Depending upon whether the receipt of income is a regular feature or not, we may treat this
income as revenue income or capital receipt.

� Life Membership Fees: Life membership fee received in lump sum is treated as capital receipt and is
credited directly to the capital/general fund.

� Legacies: It is the transfer of property by the deceased under will. Legacy is not a regular receipt and

therefore it is recorded in the Receipt and Payment Account and is added to capital fund/general fund in
the balance sheet.

� Receipt from Sale of an old asset : Total Receipts from the sale of an old asset will be shown in the
Receipt and payment account. Profit or Loss on sale will be recorded in the Income and Expenditure
account.

� Receipt from Sale of Periodicals: Receipts from sale of periodicals is of recurring nature and
therefore is treated as revenue receipt and shown as the income in the Income and Expenditure Account.

� Receipt from Sale of Sports Materials : Sale of used sports materials is the regular feature with any
Sports Club. Therefore, it is usually shown as income in the Income and Expenditure Account.



� Payment of Honorarium: Honorarium is the remuneration paid to a specially trained

person who has rendered his special services to the organization on some special occasion
like payment made to an artist for giving performance at the club is an example of
honorarium.

� Endowment Fund: Endowment fund is the donation received for some specific

purpose. It is a receipt of capital nature and therefore is shown on the Liabilities side of the
Balance Sheet as an item of a specific purpose fund.

� Government Grant: Since the main aim of non-trading organizations is the social� Government Grant: Since the main aim of non-trading organizations is the social
welfare, therefore government in order to help these organizations keep on extending grant
to them. These grants may be received regularly or they may be received once in a while.

� Special Funds: Non-trading organizations some time creates special funds for meeting

the expenses of some special occasions or for the achievement of some specific objective
like ‘Prevention of female feticide fund’ 'prize funds', 'match fund' and 'sports fund', etc.

Income earned on the investments made from these funds is treated as capital receipt and is
added to the respective fund in the balance sheet.

� Stationery:  Stationery is a consumable item and normally expenses incurred on 
stationary are charged to Income and Expenditure Account. But in case opening and/or 

closing stock of stationery is given, work out the cost of stationery consumed and show that 
amount in Income and Expenditure Account.



� Non-trading organisations are the organisations which are
promoted mainly for social welfare. Earning of profits is
not the primary objective of these organizations. Like
trading organisations, it is compulsory for these
organisations to prepare their financial accounts and
submit annual financial statements with the registrar of
societies. Non-trading organisations don’t prepare trading
submit annual financial statements with the registrar of
societies. Non-trading organisations don’t prepare trading
and profit and loss account, however they prepare Receipt
and Payments account, Income and Expenditure account
and Balance Sheet. Receipt and Payments account is a
summary of cash receipts and cash payments, Income and
Expenditure account is like profit and loss account. While
writing Income and Expenditure account accrual basis of
accounting is followed.



� SILM developed by Uttarakhand Open University for

BCM-102 (Financial Accounting), Year 2017, ISBN:

978-93-85740-44-2


