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 LESSON-19 
NOT FOR PROFIT ORGANISATION: 

AN INTRODUCTION 
 

SUMMARY 

Not-for-Profit Organisations are sports 

clubs, charitable institutions, schools, wel-

fare societies, health clubs, blood banks, 

etc. 

NOT-FOR-PROFIT ORGANISATIONS–

MEANING AND CHARACTERISTICS 

Their objective is not to make profits but to 

provide service. Examples of such 

organisations are : schools, hospitals, 

charitable institutions, welfare societies, 

clubs, public libraries, resident welfare 

association, sports club etc. These are called 

Not-for-Profit Organisations (NPOs). These 

organisations provide services to their 

members and to the public in general. Their 

main source of income is membership fees, 

subscrip-tion, donation, grant-in-aid, etc. As 

the money is involved in the activities of 

these organisations, they also maintain 

accounts. 

Characteristics of Not-for-profit 

organisations (NPOs) 

1. The objective of such organisations is 

not to make profit but to provide 

service to its members and to the 

society in general. 
 

2. The main source of income of these 

organisations is not the profit earned 

from purchase and sale of goods and 

services but is admissions fees, 

subscriptions, donations, grant-in-aid, 

etc. 
 

3. These organisations are managed by a 

group of persons elected by the 

members from among themselves. This 

group is called managing committee. 
 

4. They also prepare their accounts 

following the same accounting principles 

and systems that are followed by business 

for profit organisations that are run with an 

objective to earn profits. 

 

RECEIPTS AND PAYMENTS 

ACCOUNT–MEANING AND NEED 

Main features of Receipts and Payments 

Account: 

1. It is prepared at the end of the year 
taking items from the cash book. 

 

2. It is the summary of all cash transactions 
of a year put under various heads. 

 

3. It records all cash transactions which 

occured during the year concerned 

irre-spective of the period they relate 

to i.e. previous/current/next year. 
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4. It records cash transactions both of 
revenue nature and capital nature. 

 

5. It begins with opening balance and 

ends with closing balance. 

 

SPECIFIC ITEMS OF RECEIPTS AND 

PAYMENTS ACCOUNT 

 Subscription 

 Entrance fees or Admission fees 

      Life membership fees 

 Endowment fund 

 Donation 

 Legacy 

 Sale of old newspapers/periodicals 

and sports material 

 Purchase of fixed assets 

 Payment of honorarium 

 Purchase of consumable items 

 

RECEIPT AND PAYMENTS ACCOUNT 

AND CASH BOOK 

 

 

 

 

 

 

 

ACTIVITY 

Visit at least five Not for Profit 

Organisations of your city/town/area 

engaged in the following activities 

 

(a) Conservation of forest and wild 
animals. 

 

(b) AIDS awareness 
 

(c) Girl child education 
 

(d) Sports club 


