
   Class Notes 

Class: XII 

 

Topic: Not-For-Profit Organization: 

Treatment of Subscription, Calculation of 

Cost of goods consumed and Treatment of 

Specific Funds 

Subject: ACCOUNTANCY 

 

 

                                                             Treatment of Subscription 

Subscription for the current may be calculated through simple calculation or by preparing Subscription 

Account. 

Calculation of income from Subscription for the current year/ Calculation of amount of Subscription to be 

shown in Income and Expenditure Account:  

Subscription received during the year                                                                                               ****** 

Add: Subscription accrued at the end of the current year                                                                 (+) 

(This is the amount of subscription related to the current year but not yet received) 

 

Less: Subscription accrued/ due at the beginning of the current year                                            (-) 

(Amount of subscription was due last year but received this year) 

 

Add: Subscription received in advance in the beginning of the year                                              (+) 

(Amount of subscription received in advance last year, related to the current year) 

 

Less: Subscription received in advance at the end of the current year                                          (-) 

(Amount of subscription received in advance in the current year, related to the next year) 

Final outcome will be the amount of Subscription for the current year. (This amount is to be shown in the 

Income side of Income and Expenditure Account. 

  

Note: Alternatively, a Subscription Account may be prepared as follows: 

                                                                    Subscription Account 

Particulars Amount Particulars Amount 

Balance b/d 

(Subscription outstanding at the 

beginning) 

 

Income and Expenditure A/c 

(Balancing figure) 

 

Balance c/d  

(Subscription received in advance 

in the current year)  

**** 

 

 

 

**** 

 

 

**** 

 

 

 

Balance b/d  

(Subscription received in advance 

during previous year) 

 

Cash (Subscription received during 

the year) 

 

Balance c/d 

(Subscription outstanding at the 

end of the year) 

**** 

 

 

 

**** 

 

 

**** 

 

  
 

 

Calculation of Cost of Material Consumed: 

In case of items consumed by Not-For-Profit organization such as Stationery, Medicine, Sports equipment, 

postage etc., usually there exists a balance in the beginning of the year and at the end of the year too. Though 

purchases made for these items are shown in the Receipts and Payments Account, it is not the actual 

consumption of items during the year. 

Actual consumption, to be charged to the Income and Expenditure Account, is calculated as follows: 

 



Calculation of Cost of Consumable goods (When the “Purchases of consumable item” given in the question): 

 

Opening stock of consumable item                                                                                            ******* 

Add: Purchases of consumable item during the year                                                                   (+) 

Less: Closing stock of consumable item                                                                                          (-) 

Cost of material consumed (It is to be charged to Income and Expenditure Account)     ******** 

 

Calculation of Cost of Consumable goods  

(When materials are purchased on credit basis and “amount paid for consumable item” given in the question) 

 

Amount Paid for consumable item                                                                                                        ****** 

Add: Creditors for Consumable item at the end of the year                                                                 (+) 

(Material purchased during the current year, but amount not paid) 

 

Add: Advance paid for consumable item in the previous year                                                             (+) 

(Amount paid in advance in the previous year for purchase of material in the current year)  

 

Less: Creditors for consumable item at the beginning                                                                           (-) 

(Material purchased in the previous year and amount paid in the current year) 

 

Less: Advance paid for consumable item at the end                                                                             (-) 

(Amount paid in advance in the current year for purchase of material next year) 

  

Purchase of material during the year                                                                                                   ***** 

 

Add: Opening stock of material                                                                                                                (+) 

Less: Closing stock of material                                                                                                                  (-) 

 

Cost of material consumed                                                                                                                     ***** 

Note: It is to be shown in the debit side of Income and Expenditure Account 

 

 

 

                                                                      FUND BASED ACCOUNTING  

In Not-For-Profit Organization special funds are maintained for some special purpose. Special funds are of 

capital nature and should be shown in the balance sheet 

➢ Opening balance of special funds are shown in the liability side of balance sheet  

➢ Income related to such funds should be added to these funds in the balance sheet 

➢ Expenses related to these funds should be deducted from these funds in the balance sheet 

➢ If there is any deficiency (means amount of expenses are greater than the fund value), it should be 

shown in the expenditure side of Income and Expenditure Account 

➢ In case of surplus (amount of fund is greater than expenditure) it is kept in the liability side of balance 

sheet 

➢ If investment made of the fund amount, it is to be shown in the Assets side of balance sheet. 

➢ Interest accrued on this fund investment to be shown in the Assets side of balance sheet. 

➢ If the fund is not created/maintained for a specific purpose, its income and expenses will be shown in 

Income and Expenditure Account. 

 



Treatment of Specific Fund in the Financial statement of Not-For-Profit Organization 

                                                                      Balance Sheet 

Liabilities Amount Assets Amount  

Specific Fund:                              *** 

Add: Donation for specific fund (+) 

Add: Interest on specific fund 

investment (Earned)                    (+) 

Less: Exp. on specific fund          (-) 

 

 

 

 

 

******* 

Specific Fund Investment 

 

Accrued interest on specific fund 

investment  

***** 

 

 

***** 

 

      

Note: If expenses on specific fund are greater than the total of specific fund…. then excess of expenses over 
fund is to be shown in Expenditure side of Income and Expenditure Account  

 

                                                                          Content prepared from Home: MKR 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


