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INCOME AND EXPENDITURE ACCOUNT 
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ILLUSTRATION 2: (Calculating Subscription for the year) 
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ILLUSTRATION 3: (Subscription Treatment – Finding Outstanding Subs for the CY) 

 

ILLUSTRATION 4: (Subscription Treatment)
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ILLUSTRATION:5 (Subscription Treatment) 

 

Solution: 
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ILLUSTRATION:6 (Subscription Treatment) 
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ILLUSTRATION:7 (Donation - Prize Fund & Investment) 
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ILLUSTRATION:8  (BUILDING FUND) 

 

 

 

ILLUSTRATION:9 (Fund Based Accounting) 
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Calculation of Income for the Current Year 

Particulars  Rs. 

Amount received during the current year 
Add: Outstanding income (or Accrued Income) at the end of the current year 
         Income received in advance in the beginning of the current year 
 
Less: Outstanding Income (or Accrued Income) in the beginning of the current year 
          Income received in advance at the end of the current year 

 
… 
… 

 
… 
… 

… 
 

… 

… 
 

… 

Income for the current year (to be credited to Income & Expenditure Account)  … 

 

Illustration 10: (Income treatment) 

How are the given items dealt with in preparing the final accounts of Pro-Sports Club for the year 

ended 31st March 2022? 

Subscription received During the year 6,40,000. 

Particulars 1st April 2021 31st March 2022 

Outstanding Subscriptions or Subscriptions Receivable  
Advance Subscriptions 

92000 
60000 

126000 
80000 
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Solution: 

Pro-Sports Club 

INCOME & EXPENDITURE ACCOUNT (AN EXTRACT) 

                                                        For the year ended 31st March, 2022                                                                       

    Dr.                                                                                                                                                                      Cr. 

Expenditure Rs. Income Rs. 

  By Subscriptions received during the year          6,40,000 
     Add: Outstanding Subscriptions                       1,26,200 
              (31st March, 2020) 
              Advance Subscriptions                                  60,000 
              (31st March, 2021)                                      8,26,000 
     Less: Outstanding Subscriptions 
               (31st March, 2021)                  92,000 
               Advance Subscriptions 
               (31st March, 2022)                  80,000        1,72,000       

 
 
 
 
 
 
 
 

6,54,000 

 

BALANCE SHEET (AN EXTRACT) as at 31st March, 2022 

Liabilities Rs. Assets Rs. 

Advance Subscriptions 80,000 Outstanding Subscriptions 1,26,000 

 

Calculation of Expenses for the Current Year 

Particulars  Rs. 

Amount paid during the current year 
Add: Outstanding expenses at the end of the current year 
         Prepaid Expenses in the beginning of the current year 
 
Less: Outstanding expenses in the beginning of the current year 
          Prepaid Expenses at the end of the current year 

 
… 
… 

 
… 
… 

… 
 

… 

… 
 

… 

Expenses for the current year (to be shown in the debit of Income & Expenditure 
Account) 

 … 
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Illustration 11: (Expenses Treatment) 

How will be the following items dealt in preparing Income & Expenditure Account for the year ended 

31st March, 2022 and Balance Sheet as at that date? 

Particulars As at 1st April 
2021 

As at 31st March 
2022 

Sundry Expenses Outstanding 5000 9000 

Sundry Expenses paid in Advance 8000 7000 

Sundry Expenses paid during the year ended 31st March, 2022 Rs.40,000 

Solution: 

INCOME & EXPENDITURE ACCOUNT (AN EXTRACT) 

Expenditure Rs. Income Rs. 

To Sundry Expenses (WN) 45000   

BALANCE SHEET (AN EXTRACT) as at 31st March, 2022 

Liabilities Rs. Assets Rs. 

Outstanding Sundry Expenses 9,000 Prepaid Sundry Expenses 7,000 

Working note:  

Sundry Expenses paid during the current year                                                          40,000  
     

Add: Sundry Expenses paid in Advance (1st April, 2021)    8,000 

         Sundry Expenses outstanding (31st March, 2022)    9,000  

          57,000 

Less: Sundry Expenses paid in Advance (31st March, 2022)   (7,000) 

         Sundry Expenses outstanding (1st April, 2021)    (5,000)       

Sundry Expenses to be debited to Income & Expenditure A/c                                45000  
               

Illustration 12: (Income & Expenditure account with Consumption of Stationery) 

From the following Receipts & Payments Account of The Accountants Club, prepare Income & 

Expenditure Account for the year ended 31st March, 2022 

RECEIPTS & PAYMENTS ACCOUNT for the year ended 31st March, 2022 

Receipts Rs. Payments Rs. 

To Cash in Hand (Opening) 
To Cash at Bank (Opening) 
To Subscriptions 
To Donations 

45,000 
12,60,000 
15,24,000 

7,20,000 

By Salaries 
By Stationery 
By Billiard Table 
By Investments 

4,95,000 
89,700 

5,80,500 
6,19,800 
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To Interest on Investments 
To Entrance Fees 
To Interest Received from Bank 
To Sale of Old Newspaper 

18,000 
1,80,000 

63,000 
9,000 

By Miscellaneous Expenses 
By Furniture 
By Insurance Premium 
By Cash in Hand (Closing) 
By Cash at Bank (Closing) 

75,000 
12,30,000 

27,000 
33,000 

6,69,000 

 38,19,000  38,19,000 

 

(i) Subscriptions in arrears for the year ended 31st March, 2022 – Rs.1,35,000 

     Subscriptions received in advance during the year ended 31st March, 2022 – Rs.39,000 

(ii) Insurance Premium prepaid is Rs.3,000 

(iii) The detail with respect to Stationery of The Accountants Club is as follows: 

 Particulars 31st March 
2022 

1st April 2021 

Stock of Stationery 30,000 5,000 

Creditors for Stationery 40,000 26,000 

Advance for Stationery paid in 2021-22 7,000 --- 

Advance paid for Stationery carried from 2020-21 5,000 --- 

 

Solution: 

The Accountants Club 

INCOME & EXPENDITURE ACCOUNT for the year ended 31st March, 2022 

Expenditure Rs. Income Rs. 

To Salaries 
To Stationery (WN) 
To Miscellaneous Expenses 
To Insurance Premium         27000 
     Less: Prepaid Insurance     3000 
To Surplus 
 (Excess of Income over 
Expenditure)  

4,95,000 
76,700 
75,000 

 
24,000 

 
19,39,300 

 

By Subscriptions         15,24,000                  
Add: Arrears                     1,35,000 
                                         16,59,000 
Less: Advance                  ( 39,000) 
By Entrance Fees 
By Donations 
By Interest on Investments 
By Interest Received from bank 
By Sale of Old Newspapers 

 
 
 

16,20,000 
1,80,000 
7,20,000 

18,000 
63,000 

9,000 

 26,10,000  26,10,000 

 

Working Note: Consumption of Stationery during the year: 

Amount paid for Stationery       89,700 

Add: Stock of Stationery on 1st April 2021         5,000 

 Advance paid in 2020-21          5,000 
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 Creditors for Stationery (31st March, 2022)    40,000 

                               1,39,700 

Less: Stock of Stationery (31st March, 2022)   30,000 

 Advance paid (2021-22)       7,000 

 Creditors for Stationery (1st April, 2021)   26,000  63,000 

Stationery Consumed during the year      76,700 

Alternatively, Consumption of Stationery may be calculated by preparing following two accounts: 

1. Dr.                                             CREDITORS FOR STATIONERY ACCOUNT                                               Cr. 

Particulars Rs. Particulars Rs. 

To Balance b/d (Advance) 
To Bank A/c (Paid) 
To Balance c/d 

5,000 
89,700 
40,000 

By Balance b/d 
By Stock of Stationery a/c (Balancing 
Figure) (Credit Purchased) 
By Balance c/d (Advance) 

26,000 
1,01,700 

 
7,000 

 1,34,700  1,34,700 

 

2. Dr.                                                   STOCK OF STATIONERY ACCOUNT                                                   Cr. 

Particulars Rs. Particulars Rs. 

To Balance b/d 
To Creditors for Stationery a/c 
(Transfer) 

5,000 
1,01,700 

By Income & Expenditure A/c (Bal. fig.) 
   (Stationery Consumed) 
By Balance c/d 

76,700 
 

30,000 

 1,06,700  1,06,700 
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Illustartion 13: (Preparation Opening and Closing Balance sheet) 

   

  



                   KS ACADEMY 

        CA FOUNDATION DEC 23 – NPO 

 

Illustration 14: ( Preparation of Income and Expenditure account with Depreciation) 

From the following Receipts & Payments Account and additional information of Modern Health Club, 

prepare Income & Expenditure Account for the year ended 31st March, 2019 and the Balance Sheet as 

at 31st March, 2019: 

RECEIPTS & PAYMENTS ACCOUNT for the year ended 31st March, 2019 

Receipts Rs. Payments Rs. 

To Balance b/d 
To Subscriptions 
To Donations 
To Furniture (Book Value 
Rs.6000) 
To Life Membership Fees 
To Interest on Investment (@ 
5% for Full year) 

17,000 
60,000 

2,000 
5,000 
7,000 

 
9,000 

By Salaries 
By Rent 
By Repairs 
By Books 
By Building 
By Balance c/d 

30,000 
18,300 

4,700 
16,000 
30,000 

1,000 

 1,00,000  1,00,000 

 

Additional Information 

Particulars 31st March 2018 31st March 2019 

(i) Subscription received in advance 
(ii) Outstanding Subscription 
(iii) Books 

4,000 
3,000 

12,500 

5,000 
4,000 

26,500 
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Solution: 

Modern Health Club 
Dr.   INCOME & EXPENDITURE ACCOUNT for the year ended 31st March, 2019               Cr. 

Expenditure Rs. Income Rs. 

To Depreciation on Books 
(WN:3) 
To Loss on Sale of Furniture 
To Salaries 
To Rent 
To Repairs 
To Surplus, i.e, Excess of 
Income over Expenditure 

2,000 
 

1,000 
30,000 
18,300 

4,700 
 

15,000 

By Subscriptions                                60,000 
    Add: Advance for CY                        4000 
    Less: Advance for NY                   (5,000) 
    Less:Outstanding for PY              (3,000) 
    Add: Outstanding for CY               4,000 
By Donations 
By Interest on Investment 

 
 
 
 

60,000 
 

2,000 
9,000 

 71,000  71,000 

 

BALANCE SHEET OF MODERN HEALTH CLUB as at 31st March 2019 

Liabilities Rs. Assets Rs. 

Subscriptions Received in Advance 
Capital Fund (WN:1)                        2,14,500 
Add: Life Membership fees                   7,000 
         Surplus                                         15,000 

5,000 
 
 

2,36,500 

Cash 
5% Investments 
Outstanding Subscriptions 
Books 
Building 

1,000 
1,80,000 

4,000 
26,500 
30,000 

 2,41,500  2,41,500 

Working Notes: 

1. 

BALANCE SHEET OF MODERN HEALTH CLUB 

As at 31st March, 2018 

Liabilities Rs. Assets Rs. 

Subscriptions received in advance 
Capital Fund (Balancing Figure) 

4,000 
2,14,500 

Cash 
5% Investments 
Outstanding Subscriptions 
Books 
Furniture 

17,000 
1,80,000 

3,000 
12,500 

6,000 

 2,18,500  2,18,500 

 

2. Interest received @5% for full year = Rs.9,000 

Value of 5% Investments = Rs.9,000 x 100/5 = Rs.1,80,000 

3. Depreciation on books =  Opening bal + Purchased (from R&P) – Closing bal 

                                          = 12,500 + 16,000 – 26,500  = Rs.2,000 
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Illustration 15: (Income & Expenditure account with Medicines consumed) 

Receipts & Payments Account of Good-Health trust for the year ended 31st March, 2022 is given 

below: 

Dr.  RECEIPTS & PAYMENTS ACCOUNT for the year ended 31st March, 2022  Cr. 

Receipts Rs. Payments Rs. 

To Balance b/d (Cash in Hand) 
To Balance b/d (Cash at Bank) 
To Subscriptions 
To General Donations 
To Donations (Medical Camps) 
To Interest on Investments @7% 
p.a 
To Charity Show proceeds 
To Govt Grant (Polio Eradication) 

20,000 
50,000 

5,00,000 
45,000 

1,00,000 
70,000 
30,000 
70,000 

By Medicines 
By Medicines (Polio) 
By Honorarium to Doctors 
By Salaries 
By Sundry Expenses 
By Equipments 
By Charity Show Expenses 
By Balance c/d (Cash in hand) 
By Balance c/d (Cash at Bank) 

2,50,000 
50,000 

1,00,000 
2,75,000 

5,000 
1,50,000 

10,000 
15,000 
30,000 

 8,85,000  8,85,000 

Additional Information: 

 1st April 
2021 

31st March 
2022 

 1st April 
2021 

31st March 
2022 

Subscriptions Due 
Subscriptions Recd in 
Advance 
Stock of Medicines 

5,000 
10,000 

 
1,00,000 

10,000 
5,000 

 
1,50,000 

Amount due to 
Medicine Suppliers 
Equipments 
Building 

80,000 
 

2,10,000 
4,00,000 

1,20,000 
 

3,00,000 
3,80,000 

 

Prepare Income & Expenditure Account for the year ended 31st March, 2022 and Balance Sheet as at 

that date. 

Solution: 

Good Health Trust 

Dr.                     INCOME & EXPENDITURE ACCOUNT for the year ended 31st March, 2022                Cr. 

Expenditure Rs. Income Rs. 

To Medicine Consumed (WN 2 & 3) 
To Honorarium to Doctors 
To Salaries 
To Sundry Expenses 
To Depreciation on: 
    Equipments (Rs.2,10,000+1,50,000-      

3,00,000) 
    Building (Rs.4,00,000-3,80,000) 
   

2,40,000 
1,00,000 
2,75,000 

5,000 
 
 

60,000 
20,000 

 

By Subscriptions                                        5,00,000 
    Add: Subscriptions Due 
             (31st March, 2022)     10,000 
             Subscription Recd 
             In advance                  10,000          20,000 
             (1st April, 2021)                             5,20,000 
    Less: Subscriptions Due 
             (1st April, 2021)             5,000 
             Subscription recd. 
             In advance 
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             (31st March, 2022)       5,000          10,000 
By Interest on Investments 
By Charity show proceeds                           30,000 
      Less: Charity Show expenses                10,000 
By General Donations 
By Deficit-Excess of Expenditure over Income 

5,10,000 
70,000 

 
20,000 
45,000 
55,000 

 7,00,000  7,00,000 

BALANCE SHEET as at 31st March 2022 ( Closing BS ) 

Liabilities Rs. Assets Rs. 

Capital Fund (WN 1)                         16,95,000 
Add: Donations (Medical Camp)      1,00,000 
                                                             17,95,000 
Less: Deficit –Excess of Exp. 
          Over income                                 55,000 
Subscriptions recd in advance 
Creditors for Medicines 
Polio Eradication Fund (WN 5)           70,000 
Less: Medicines (Polio)                        50,000 
 
 

 
 
 
 

17,40,000 
5,000 

1,20,000 
 

20,000 
 

Building                                     4,00,000 
Less: Depreciation                      20,000 
Equipments                              2,10,000 
Add: Purchase                          1,50,000 
                                                    3,60,000 
Less: Depreciation                      60,000 
Stock of Medicines 
7% Investments (WN 4) 
Subscriptions Due 
Cash in Hand 
Cash at Bank 

 
3,80,000 

 
 
 

3,00,000 
1,50,000 

10,00,000 
10,000 
15,000 
30,000 

 18,85,000  18,85,000 

Working Notes 

1. 

BALANCE SHEET as at 31st March 2021 ( Opening BS ) 

Liabilities Rs. Assets Rs. 

Subscriptions Received in Advance 
Creditors for Medicines 
Capital Fund (Balancing Figure) 

10,000 
80,000 

16,95,000 

Building 
Equipments 
Stock of Medicines 
Subscriptions Due 
7% Investments (WN 4) 
Cash in Hand 
Cash at Bank 

4,00,000 
2,10,000 
1,00,000 

5,000 
10,00,000 

20,000 
50,000 

 17,85,000  17,85,000 

 

2. Purchase of Medicines = Amount due to medicine suppliers (31st March, 2022) + Payment for 

medicines – Amount due to medicine suppliers (1st April 2021)  

                                               = Rs.1,20,000 + Rs.2,50,000 – Rs.80,000 = Rs.2,90,000 

3. Medicines Consumed = Opening Stock + Purchases – Closing Stock  = Rs.1,00,000 + Rs.2,90,000 

(WN 2) – Rs.1,50,000 = Rs.2,40,000 
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Alternatively, we can prepare Creditors for Medicines and Stock for medicines Ledger accounts to 

find medicines consumed. 

4. Interest on investments received Rs.70,000 in 2021-22 indicates that there were investments in the 

beginning of the accounting year 2021-22. The rate of interest if 7% 

So, the value of Investments = 100/7 x Rs.70,000 = Rs.10,00,000 

5. Government Grant is a specific grant for Polio Eradication. Hence, it is credited to Polio Eradication 

Fund and expenses related to it are debited to this fund. 

 

 

 

AFTER THIS MATERIAL KINDLY SOLVE ICAI STUDY MATERIAL QUESTIONS, ESPECIALLY ILLUSTRATION 9 

ONWARDS and PRACTICAL QUESTIONS 

 

 

 

Stay Positive & Wishing you all Humongous Success!!! 

With Love, 

CA SATHYA PHANEENDRA  

 

 

 

 

 

 


