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MSA 503
Current Topics in Nonprofit Organization Accounting
SPRING 2009
Course Number:
MSA 503-001

COURSE PREREQUISITES:

Enrolled in MSA program.

ROOM





TIME


Cameron 133
 



9:00 - 10:40, M, W
INSTRUCTOR:
Chuck Earney

230-H, Cameron Hall

Office Phone: 
910-962-3505 (university) or 910-256-9995

FAX:

910-256-2829

EMAIL:

earneyc@uncw.edu


cle@earneynet.com

WEBSITE:
earneynet.com (search or Google Earney) follow links:  UNCW and Non Profit  (includes most handouts) 
OFFICE HOURS:
By appointment at 710 Military Cutoff Rd., Ste 250 (please call ahead)
REQUIRED TEXT BOOKS:
Advanced Accounting, Hoyle, Schaefer, Doupnik, 9th edition 






Chpt. 16, 17, 18




Accounting for Governmental and Non Profit Entities




Earney & Company Class Resume
COURSE DESCRIPTION:
A survey of the accounting and financial reporting practices of government and other types of nonprofit organizations, and a critical review of contemporary issues concerning changes to existing government and nonprofit accounting and financial reporting methods. This course covers accounting for not-for-profit organizations including governments, colleges and universities, hospitals, charities and other not-for-profit organizations. Emphasis is on objectives and preparation of financial statements, the use of managerial reports and budgetary data.

ATTENDANCE:
Attendance is particularly important in this course and will be rewarded. Regular attendance is necessary for an understanding of course concepts and applications. Disruption or sleeping in class will not be tolerated.
ACADEMIC DISHONESTY:
If a student is found guilty of an act of dishonesty, the Dean of Students/Assistant Dean of Students may impose a disciplinary sanction indicated in Section II-4 of the Code of Student Life. The authority to determine the course grade resides with the instructor. Failure in the course is generally appropriate for an offense of academic dishonesty.

CELL PHONES:
Please turn off all cell phones before class starts; use of cell phones is not permitted during class or exams.

BASIS FOR GRADE:
In General your grade will be based on the mathematical average of exams and other work weighted as follows:

ATTENDANCE, 

Participation,

Homework Assignments

  30%

EXAM I




 35%

FINAL EXAM



 35%



100%
Individual exams may be curved, but final grades will be determined by comparing your average to the following:


90 - 100
A


80 -   89
B

  
79 - below
C

Plus and minus grades may be assigned when it increases a student’s grade.
Homework Assignments:

Chapter
Multiple Choice
Problems

16
1-28
32, 33 Government Entities; 35 Financials


17
1-26
30, landfill; 32 Liability Accounting;




38 Governmental Fund Report


18
1-28
29 Hospital donations; 34 Net Assets;




39 Financial Statements

[image: image1.emf]Date Class Room Outline Text Assignments

Wednesday March 6, 2009 Introduction Chapter 16

Monday March 9, 2009

Wednesday March 11, 2009

Monday March 16, 2009 Financial reporting/Government Operations Chapter 16

Wednesday March 18, 2009 Financial reporting/Government Operations Chapter 16

Monday March 23, 2009 Financial reporting/Government Operations Chapter 16

Wednesday March 25, 2009 Business Week

Monday March 30, 2009 Financial reporting/Government Operations Chapter 16

Wednesday April 1, 2009 Financial reporting/Government Operations Chapter 16

Monday April 6, 2009 Review Chapter 16

Wednesday April 8, 2009 Test I

Monday April 13, 2009 Government-Special Topics Chapter 17

Wednesday April 15, 2009 Colleges & Universities Chapter 17

Monday April 20, 2009 Not-for-Profit Chapter 18

Wednesday April 22, 2009 Not-for-Profit Chapter 18

Monday April 27, 2009 Last class - review

Friday TBA FINAL EXAM

(revised 3-2-09)

CLASS SCHEDULE

Spring Break


Guest speakers - 
Dr. Tan, ED – Wilmington Health Access for Teens


Stephen Dixon, ED – Cape Fear Community Foundation


Others, to be determined.

Financial reports - 
Louise Cameron Art Museum


Wilmington Health Access for Teens (WHAT)


Community Foundation


UNCW
Outline I
COMPARISON OF “FOR PROFIT” AND “NOT FOR PROFIT”

FOR PROFIT
NOT FOR PROFIT

MISSION
MISSION
Provide a quality product or service
Same

May or may not be socially desirable
Should be socially desirable
Users pay for product or service
Payers and users are often different 
(taxpayers, donors, health care 
recipients)

Make a profit
May or may not make a profit

Grow, expand, produce bigger 
Same

and better product or service

Economic reward for owners is
No owners

primary motivation
“warm fuzzies” of doing good 


is primary motivation

Reasonable ethics and integrity
Higher standard of integrity and trust

is expected

Gifts rare
Gifts may be significant part of revenue

FOR PROFIT
NOT FOR PROFIT

LEGAL ENVIRONMENT
Subject to Federal and State laws
Same

-proper treatment of employees,

customers, general public 

and environment

Limited restrictions on use of company
No inurement of benefit 
resources so long as bills are paid
More concern with public image

Limited Board of Directors involvement
Board of Directors are more involved

in operations
in fund raising and 


day to day operations

Pure policy setter
More fiduciary responsibility

TAX ENVIRONMENT

Entity subject to all taxes
Income tax (info returns)

-Federal and North Carolina income
Exempt, so long as consistent with

tax (and tax returns too)
purpose and unrelated business income

-Sales tax
Limited exemptions - may obtain return


of taxes paid in some cases

-Property tax
Exempt if used in exempt purpose
-Payroll taxes
Not exempt, normally large tax burden

CONTRIBUTIONS

Normally gives -
Normally receives -

Possible business deduction
Income not taxable

within limits
Special requirements if over 


$5,000 donated item,


especially cars and boats
-Maybe it’s a better tax strategy to
(Must report if sold in 2 years)

take business writeoff than charity
Strategy - give to charity that doesn’t

deduction
have to sell

FOR PROFIT
NOT FOR PROFIT


Donors may obtain tax deduction if


501 c(3) entity, governmental entity


or church


No deduction for clubs or where direct


benefit or service received

INFORMATION NEEDS AND USERS


Profit, liquidity and solvency orientated
Fiduciary responsibility orientated

Were resources used in accordance
With mission or grantor’s requirements

Users:


-Management
Management

-Bankers, investor
Limited lender use

-IRS
Information only by IRS

-SEC
Federal, state, and foundation grantor agencies

-Customers on very limited basis
Same

-Board of directors to evaluate
Board of directors to evaluate

management
management and monitor 


fiduciary responsibility


Donors to determine proper 


use of gifts, taxes, etc.

ACCOUNTING AUTHORITY

Rule book is GAAP including 
Same plus audit guides and GASB’s

FASB’s (SEC Sometimes)

NOT FOR PROFIT “RULE MAKERS”
 

 
    AICPA
MFOA
GAO
FASB
Audit Guides
GASB
Certificate
Yellow

Guides

of achievement
Book

ABP
-Health care





-College and University
GASB’s
GAAFR
Governmental

FASB


(Blue book)
Auditing





Standards





(Federal





Funded





Organizations)

Outline II
1. The legal entity is usually divided into numerous accounting entities called Funds.

Fund Balance (like combined Paid in Capital and Retained Earnings)

-
A Fiscal - Accounting entity

-
Self balancing set of accounts

-
Segregated for the purpose of carrying on specific activities or attaining certain 
objective

-
In accordance with specific regulations, restrictions or limitations

-
See page 42 for governmental funds

2. Modified Accrual Accounting is Government only accounting method (resource inflow’s and outflow accounting)

(a)

Revenues and other non-business financial resources are recorded as available 


(i.e. received in cash) except for:




-revenues susceptible to accrual (measurable and available) - collected within 


60-90 days of year end

(b)

Expenditures (not expenses) are recorded on an accrual basis (i.e., when 



incurred) except for




-disbursements for inventory type items which usually are handled as 




inventory



-no prepaids recorded




-unmatured principal and interest on long term debt is recorded when DUE

3. Budget to actual comparisons are very important. Budget takes on legal significance. May be reported and recorded.

-Budget may be recorded when adopted or first day of fiscal (which ever is later). NOTE: Estimates normal balance is opposite of actual normal balance.

Budget Accounting
(When Adopt)

Dr

Estimated Revenues
XXX



Cr

Budgetary Fund Balance
XXX






(Record Budget revenues)

Dr

Budgetary Fund Balance
XX



Cr

Appropriations

XX





(Record Budget expenditures)

(To Close)

Dr

Budgetary Fund Balance
X

Dr

Appropriations

XX



Cr

Estimated Revenues


XXX

Orders may be recorded before goods or services are received. (Encumbrance Accounting)

When order



Encumbrances



XX





Reserve for Encumbrances


XX





(Record estimated order)

When received

(Estimate

Reserve for Encumbrances


XX

 Reverse)


Encumbrances


XX

(Actual)

Expenditure



XX






Voucher Payable



XX

4. Intra-organizations Transfers are important because of numerous funds. (Usually grossed up in report)

TRANSFERS - transactions with other funds

a. Inter-Activity fund



(buy service)




for Proprietary Fund



-Recorded like transaction with outsider



(Revenue/Expenditure entry above the line)

b. Residual Equity Transfer - Non routine



-Recorded below the line when authorized



-Maybe capital contribution to start or expand fund



-Maybe remaining fund balance transfer at end of project

c. Operating Transfer - Routine



-To reimburse deficit or fund’s recurring operations such as debt service or 


capital project.
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		CLASS SCHEDULE

		Date				Class Room Outline		Text Assignments

		Wednesday		March 6, 2009		Introduction		Chapter 16

		Monday		March 9, 2009		Spring Break

		Wednesday		March 11, 2009

		Monday		March 16, 2009		Financial reporting/Government Operations		Chapter 16

		Wednesday		March 18, 2009		Financial reporting/Government Operations		Chapter 16

		Monday		March 23, 2009		Financial reporting/Government Operations		Chapter 16

		Wednesday		March 25, 2009		Business Week

		Monday		March 30, 2009		Financial reporting/Government Operations		Chapter 16

		Wednesday		April 1, 2009		Financial reporting/Government Operations		Chapter 16

		Monday		April 6, 2009		Review		Chapter 16

		Wednesday		April 8, 2009		Test I

		Monday		April 13, 2009		Government-Special Topics		Chapter 17

		Wednesday		April 15, 2009		Colleges & Universities		Chapter 17

		Monday		April 20, 2009		Not-for-Profit		Chapter 18

		Wednesday		April 22, 2009		Not-for-Profit		Chapter 18

		Monday		April 27, 2009		Last class - review

		Friday		TBA		FINAL EXAM

						(revised 3-2-09)






