THE IMPACT OF ACCOUNTING INFORMATION ON THE PERFORMANCE OF NON PROFIT MAKING ORGANIZATIONS IN OSOGBO LOCAL GOVERNMENT AREA
ABSTRACT

This study examines the accounting information on the performance of non-profit making organizations in Osogbo, Osun State. The objective of this study was to find out if non-profit organizations (NPOs) has a proper accounting and internal control system and also to find out if the members of the non-profit organization are being exploited by the administrators. The data for this study were collected through questionnaire and personal interview. However, the questionnaire forms the major instrument of data collection. The simple random sampling method is used to select the respondents of the study. The findings reveals that the sampled NPOs maintained a proper accounting system, although there were issues of lack of transparency in the past. The study concludes that the financial statement of the non-profit organizations are subject to both internal and external auditing. It was recommended among others that comprehensive budget should be drawn up and as much as possible it should be made for revision if necessary 

TABLE OF CONTENT

Title page

Approval page

Dedication

Acknowledgement

Abstract

Table of content

CHAPTER ONE

1.0   Introduction 

1.1    Background of the study

1.2   Statement of problem

1.3   Objective of the study

1.4   Research Hypotheses

1.5   Significance of the study

1.6   Scope and limitation of the study

1.7   Definition of terms

1.8   Organization of the study

CHAPTER TWO

2.0   LITERATURE REVIEW

CHAPETR THREE

3.0    Research methodology

3.1     Sources of data collection

3.3     Population of the study

3.4     Sampling and sampling distribution

3.5     Validation of research instrument

3.6     Method of data analysis

CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS AND INTERPRETATION

4.1 Introductions

4.2 Data analysis

CHAPTER FIVE

5.1 Introduction

5.2 Summary

5.3 Conclusion

5.4 Recommendation

Appendix

CHAPTER ONE

INTRODUCTION

1.1
Background of the study

The word non-profit making organizations explained that the organizations are not established for the purpose of making profits. Non-profit making organizations such as clubs, societies, charitable organizations and social organizations are established basically for the purpose of promoting the welfare and activities of the members and not for profit motive unlike business enterprise. Most business organizations either profit driven or not, engage in decision making on a daily basis in order to keep the organization abreast with recent developments in the business environment they operate. Accounting system provides requisite financial information that enhances and improves the quality of decision made by non-profit organizations (Barth, 2001). 

Hence, it can safely be concluded that Accounting System is not an end in itself but a means to an end i.e. decision making to improve corporate performance and financial structure. Gone were the days when business organizations – profit oriented or not – were simply required to make a profit, survive and provide a fair return to investors' on their interest. Meyer (2007) opined that, modern business organizations find itself in the atmosphere of global uncertainties, cut-throat competition locally and internationally and unprecedented change in the economy. Hence, a great demand is often placed on the managers of these organizations to make pragmatic and informed decisions if the organization is to move forward as the success or otherwise of any organization is often a function of the sum of the decisions taken in the past (Minton, 1996). However, the quality of decisions taken by managers and other relevant personnel in the organization rests upon the substance and accuracy of information provided by accounting systems available to them. An accounting system is one of the most effective decision-making tools of management, as it provides an orderly method of gathering and organizing information about the various business transactions so that it may be used as an aid to management in operating the business. Accounting information also help managers understand their tasks more clearly and reduce uncertainty before making their decisions (Chong, 2001). 

Nicoloau (2000) opined that accounting system produces detailed and comprehensible accounting information which are an invaluable basis for decision making. In recent times, it has tended to be a system of information that does not stop at limits of data and financial information, but also it include data and descriptive and quantitative information which is useful in decision making for users distinct with plurality and diversity. Such users include current and potential investors, lenders, suppliers, creditors, customers, governments and the public in addition to the administration, which is its responsibility to prepare the accounting programs and display it, such information must be capable of achieving the goal that it has been prepared for. Hence the role of Accounting Information System for effective decision making cannot be over emphasized. It is against this background that the researcher deemed it of pertinent concern to embark on a research Non-profit organisations are organisations that are prohibited by law from distributing profits to their members or officers. They are usually organised and operated for educational, social, professional, religious, charitable or any other non-profit purposes. Globally, there is a paradigm shift in the governance and accountability processes of organisations including non-profit organisations as they are equally corporate citizens just like other profit making corporate entities. Moreover, because non-profit organisations usually source for funds externally, it behoves them to keep accurate records and meet disclosure requirements expected of them either from the regulators or their sponsors. Financial reporting is a key component of good governance in any organisation. Accountability is all the more important in every sector of the economy as Nigeria is making a lot of effort to address the issue of money laundering in the country and also generate more income from taxation. In a bid to standardize the practice of financial reporting and accounting by non-profit organisations in Nigeria, the Financial Reporting Council (FRC) of Nigeria has drawn up a guide for preparing financial reports and accounts for these institutions.

The Financial Reporting Council (FRC) of Nigeria is a federal government agency established by the Financial Reporting Council Act, No. 6, 2011 and under the supervision of the Federal Ministry of Trade & Investment. The FRC is responsible for, among other things, developing and publishing of financial reporting standards to be observed in the preparation of financial statements of public entities in Nigeria; and for related matters. Some of the Council’s main objectives are to: enhance credibility of financial reporting; improve the quality of accountancy, audit services & corporate governance; and to protect the interests of investors and other stakeholder.  In line with the powers conferred on it by the Act, and in a bid to foster accountability in the non-profit sector, the FRC formulated the Statement of Accounting Standards (SAS) No. 32; an accounting system that applies to non-profit organisations in the country including faith based organisations which requires them to report financial transactions periodically with effect from 1st July, 2011.  Non-profit organisations are equally expected to comply with the provisions of the International Financial Reporting Standard (IFRS) with effect from 1st January, 2013.

Accounting and reporting standards for Non-Profit Organisations

The Statement of Accounting Standards (SAS) No. 32 prescribes a uniform accounting and financial reporting system, and, among other provisions, stipulates that financial statements for not-profit organisations shall include- statement of accounting policies; statement of financial position; statement of activities (income and expenditure); statement of changes in net assets; statement of cash flows; notes on accounts and five-year financial summary. Presently, the system of accounting and reporting for non-profit entities is not uniform and this makes assessment and comparison cumbersome. Thus the purpose of the new accounting standards is to establish a uniform basis of reporting for non-profit organisations whilst ensuring accountability in the activities of such organisations.

The SAS No. 32 also prescribes that statements of non-profit organisations shall state a clear and concise description of the purpose and activities of the reporting organisation, its legal form and the legal form of other affiliated entities, its relationship with any overseas organisation, its community of service and its status under the income tax regime. No doubt adequate reporting is the first step towards accountability and probity of these organisations and the financial obligations of any organisation can easily be ascertained where there has been proper accounting and reporting as required by law. By S.57 of the Financial Reporting Council Act of 2011, every financial report or statement must comply with the accounting and financial standards developed by the Council. The Act further provides that the accounts, financial reports, annual returns or any other document required to be filed by statute with the other regulatory authorities: Central Bank of Nigeria, Securities & Exchange Commission, Corporate Affairs Commission, Nigerian Investment Promotion Commission, Federal Mortgage  Bank of Nigeria, National Pension Commission,  and the National Insurance Commission would be adopted by the financial reporting council for that purpose and where there is a conflict in standards, the guidelines of the FRC shall prevail to the extent of the inconsistency. This means that organisations would not be required to prepare any additional reports specifically for the FRC. Thus no additional burden is placed on organisations. This organization normally has founders, presidents, some executives and members. The formation of the non-profit making organization cannot be traced to a particular age. Most non0profit making organizations has in their deed the right to partake in little business to maintain their organization and meet up with its expenses. 

1.2 STATEMENT OF PROBLEM

The non-profit making organization is expected to be an exemplary means of exhibiting the love for humanity, as a result of which we know, if this associations reach out to research the problem affecting the common man, the needy and less privileged in the society who are helpless, from the bunk of revenue collected as donation, fines, subscription sold etc. 

1.3 RESEARCH QUESTIONS

How has accounting system of Non-profit making organizations affected their performance?

Does the organization have a proper accounting and internal control system?

Does the increase in the financial position of the body relate to the increase in membership?

1.4 OBJECTIVE OF THE STUDY

The main objectives of this research are:

To find out if accounting system of Non-profit making organizations has affected their performance. 

To ascertain if the financial position of the body is related to the increase in membership of non profit making organization in Nigeria. 

To find out if the members of the non-profit making organization are being exploited by the administrators. 

1.5 STATEMENT OF HYPOTHESES

The study provides the following as the research questions:

Hypothesis One

H0:  The accounting system of non-profit making organizations has not negatively affected their performance.

Ha:   The accounting system of non-profit making organizations has negatively affected their performance.

Hypothesis Two

H0:  The organization does have a proper accounting and internal control system.

Ha:   The organization has a proper accounting and internal control system.

Hypothesis Three

H0:  The increase in the financial position of the body  is not related to increase in membership.

Ha:   The increase in the financial position of the body  is related to increase in membership.

1.6 SIGNIFICANCE OF THE STUDY

It is hoped that this study will be of benefit to the government, members and the management of the organization in knowing and arising to their responsibilities in Nigeria.

1.7 SCOPE OF THE STUDY

This study examines the impact of accounting information on the performance of non profit making organizations in osogbo. This study will be centred on investigating the accounting information system set up for the origination as well as what the members feel or think about pertaining the management of the organization funds in Osogbo, Osun State. Selected Non-profit organizations in Osogbo, Osun State shall serve as enrolled participants for this study.

1.8
LIMITATIONS OF THE STUDY

During the process and course of this research, a number of problems were encountered which include the following;

Time, finance and access to book record of the organization and journals, but as much as possible objectivity was observed.

Due to the uniqueness and the controversial nature of the research, we have had to be very subtle in eliciting information so as to avoid prejudicing or giving our blessing to any claim or opinion as they stand publicly. Even then total cooperation in obtaining information was not possible.

Relevant books and literatures were not readily available in the school library and the organization consulted.

Where some journals, papers, articles were seen, they were so much of foreign nature than the domestic environment of Nigeria was not depicted.

The tense academic environment was a bi constraint to the research because we had to execute the project and yet contend with the continuous assessment of the policy of polytechnic.   

1.9
DEFINITION OF TERMS

For the purpose of clarity and easy understanding, the following terms are defined in the content of their usage in this study.

Organization: This is a body or a firm established for a purpose or object comprising of materials, structures and humans.

President: In some of the non-profit making organizations there is the post for a head or leader called the president to give directives to the operation of the organization.

Executive: These are persons appointed to assist the president in the running of the organization.

Subvention: This is a source of income to the organization. It is money granted to it to support its activities.

Fines: These are money charged on the members as a punishment to their misdeed.

Income and Expenditure: The method of designing accounting system for the organization which is non-profit oriented but has income and incurs costs as well as having assets and liabilities.

Internal Control: This is the system of control both financial and otherwise designed to regulate the efficiency and effectiveness of the organization. Therefore the designed accounting system and the auditing is part of the control system.

Audit: This is an examination of the underlying accounting records so as to form an opinion as to the fair and have position of the designed accounting system and accounting results on information. For the purpose of members it is necessary whether profit or non-profit organization.

 1.10 ORGANIZATION OF THE STUDY

This research work is organized in five chapters, for easy understanding, as follows. Chapter one is concern with the introduction, which consist of the (background of the study), statement of the problem, objectives of the study, research questions, research hypotheses, significance of the study, scope of the study etc. Chapter two being the review of the related literature presents the theoretical framework, conceptual framework and other areas concerning the subject matter.     Chapter three is a research methodology covers deals on the research design and methods adopted in the study. Chapter four concentrate on the data collection and analysis and presentation of finding.  Chapter five gives summary, conclusion, and recommendations made of the study.

CHAPTER TWO

REVIEW OF RELATED LITERATURE

2.1 Introduction

Non-profit organisations are organisations that are prohibited by law from distributing profits to their members or officers. They are usually organised and operated for educational, social, professional, religious, charitable or any other non-profit purposes. Globally, there is a paradigm shift in the governance and accountability processes of organisations including non-profit organisations as they are equally corporate citizens just like other profit making corporate entities. Moreover, because non-profit organisations usually source for funds externally, it behoves them to keep accurate records and meet disclosure requirements expected of them either from the regulators or their sponsors. Financial reporting is a key component of good governance in any organisation. Accountability is all the more important in every sector of the economy as Nigeria is making a lot of effort to address the issue of money laundering in the country and also generate more income from taxation. In a bid to standardize the practice of financial reporting and accounting by non-profit organisations in Nigeria, the Financial Reporting Council (FRC) of Nigeria has drawn up a guide for preparing financial reports and accounts for these institutions.

The Financial Reporting Council (FRC) of Nigeria is a federal government agency established by the Financial Reporting Council Act, No. 6, 2011 and under the supervision of the Federal Ministry of Trade & Investment. The FRC is responsible for, among other things, developing and publishing of financial reporting standards to be observed in the preparation of financial statements of public entities in Nigeria; and for related matters. Some of the Council’s main objectives are to: enhance credibility of financial reporting; improve the quality of accountancy, audit services & corporate governance; and to protect the interests of investors and other stakeholder.  In line with the powers conferred on it by the Act, and in a bid to foster accountability in the non-profit sector, the FRC formulated the Statement of Accounting Standards (SAS) No. 32; an accounting system that applies to non-profit organisations in the country including faith based organisations which requires them to report financial transactions periodically with effect from 1st July, 2011.  Non-profit organisations are equally expected to comply with the provisions of the International Financial Reporting Standard (IFRS) with effect from 1st January, 2013.

2.2 ACCOUNTING AND REPORTING STANDARDS FOR NON-PROFIT ORGANISATIONS

The Statement of Accounting Standards (SAS) No. 32 prescribes a uniform accounting and financial reporting system, and, among other provisions, stipulates that financial statements for not-profit organisations shall include- statement of accounting policies; statement of financial position; statement of activities (income and expenditure); statement of changes in net assets; statement of cash flows; notes on accounts and five-year financial summary. Presently, the system of accounting and reporting for non-profit entities is not uniform and this makes assessment and comparison cumbersome. Thus the purpose of the new accounting standards is to establish a uniform basis of reporting for non-profit organisations whilst ensuring accountability in the activities of such organisations.

The SAS No. 32 also prescribes that statements of non-profit organisations shall state a clear and concise description of the purpose and activities of the reporting organisation, its legal form and the legal form of other affiliated entities, its relationship with any overseas organisation, its community of service and its status under the income tax regime. No doubt adequate reporting is the first step towards accountability and probity of these organisations and the financial obligations of any organisation can easily be ascertained where there has been proper accounting and reporting as required by law. By S.57 of the Financial Reporting Council Act of 2011, every financial report or statement must comply with the accounting and financial standards developed by the Council. The Act further provides that the accounts, financial reports, annual returns or any other document required to be filed by statute with the other regulatory authorities: Central Bank of Nigeria, Securities & Exchange Commission, Corporate Affairs Commission, Nigerian Investment Promotion Commission, Federal Mortgage  Bank of Nigeria, National Pension Commission,  and the National Insurance Commission would be adopted by the financial reporting council for that purpose and where there is a conflict in standards, the guidelines of the FRC shall prevail to the extent of the inconsistency. This means that organisations would not be required to prepare any additional reports specifically for the FRC. Thus no additional burden is placed on organisations.

2.3 FINANCIAL STATEMENT/ACCOUNT MAINTAINED BY NON-PROFIT ORGANIZATION

Certainly, proper accounting is essential for non-trading institutions. These concerns maintain, generally, a cash book and later they prepare a summary of cash transactions appearing in the cash book. This summary takes the form of an account known as receipts and payments account such concerns also prepare income and expenditure account'( which is more or less on the lines of profit and loss account) and the balance sheet. The day-to-day accounting of non-profit organization consists of maintaining. 

Cash book for recording receipts and payments, and ledger for classification of transactions under proper heads. 

Receipts and Payments Account :It is a summary of cash book for a given period, but the receipts and payments account shows the totals of cash transactions under different heads. All receipts, be it cheque or cash are entered on the debit (receipts side), all the receipts, be it cheque or cash are entered on the debit (receipts0 side (as in cash book) whereas all the payments (both by cheque or cash) are shown on the credit (payments) side. Following features of the receipts and payments account will help to identify its nature clearly. It is a summary of cash book, like a cash book, receipts are shown on the debit side and payments on the credit side. Cash and bank items are merged in one column. That means receipts in cash as-well-as by cheque are entered in one column on debit and payments in cash as-well-as by cheque are entered it one column on credit side. Contra entries between cash and bank get eliminated. It is not a part of double entry book keeping. It is just a summary of cash book which is a part of double entry system. Just like cash book, it starts with the opening balance of cash and bank and closes with the closing balance of cash and bank. Both revenue and capital receipts and payments are recorded in this account. For example, an organization that is exclusively set up to carry on with the object of carrying out social service or promote & organization of social activities, is a non-trading enterprise payment for rent and payment for building and machinery both are recorded on its payments side. Similarly, receipts on account of subscription and machinery are shown on the receipts side. Usually, it shows a debit balance which represents cash in hand and at bank. However, in the case of bank overdraft, which is larger than cash in hand, the account will show a credit balance. Receipts and payments account fails to disclose gain or loss made by the concern during the period because (a) it is prepared on actual receipt basis i.e. It records all receipts-irrespective of the period to which it relates (previous year, current year or future), (b) it also ignores the nature of the receipts and payments (whether capital or revenue. Accounting concept of gain or loss is based on „accrual concept‟ which by its very nature „receipts and payments account” not capable of considering. Therefore, fails to disclose gain or loss earned or suffered by the concern) during the period. For example, this account ignores. 

Decrease or increase i.e. depreciation or appreciation in the value of assets; 

 Increase or decrease in the value of stock; 

Provision for expenses incurred but payments not made-outstanding expenses 

 Accounting for payment in advance for the services to be utilized in the next accounting period - prepaid expenses. 

 It also fails to distinguish between; 

Capital and revenue payments-whether expenditure or purchase of an asset, and 

Business charge and appropriation – whether business expenditure or drawings 

LIMITATIONS OF RECEIPTS AND PAYMENTS ACCOUNT 

Receipts and payments account suffers from following limitations: 

It does not show expenses and incomes on accrual basis. 

 It does not show whether the club or society is able to meet its day-to-day expenses out of its incomes.

It does not show expenses on account of depreciation of assets. 

 It does not explain the details about many expenses and incomes. a explain such questions, treasurer of the club prepares „Income and expenditure account' and balance sheet

INCOME AND EXPENDITURE ACCOUNT 

Again in the view of Bernard, (1995) citing Landsman (2001) identified also income and expenditure account prepared by the non-profit organization. N this account is prepared by non-trading concerns who want to know if during the financial year their income has been more than their expenditure i.e. profit or vice versa (.i.e loss), Since the object of these concerns is not primarily to earn profit, therefore, they feel shy in giving it the name of profit and loss account. Because the word „profit' is a taboo which any society „looks down upon'. Of course, it discloses whether the concerned institution earned or lost. It is equivalent to and serves the purpose of „profit and loss account' It is prepared on “accrual basis” (not on receipt basis) meaning thereby that all incomes are be included which have been earned in the relevant period (whether actually received or not). Similarly, it includes all expenses incurred in the relevant period (whether actually paid or not). This account serves exactly the purpose which „profit and loss account‟serves in a trading concern. On the pattern of „profit and loss account‟ income is shown on the credit side and expenditure on the debit side. It also distinguishes between „capital & revenue‟ item i.e. it does not take into consideration capital items {both receipts and payment].it follows double entry principles faithfully (Chang 2001).

 BALANCE SHEET

 Boockholdt, (1999) pointed out that non-profit organization in order to determine their asset and liabilities maintain a balance sheet. The balance sheet of a non-trading concern is on usual lines, Liabilities on left-hand side and assets on right-hand side. In trading concerns, an excess of assets over liabilities is called „capital fund'. The capital fund is built up out of surplus from income and expenditure account.

2.4 DISTINCTION BETWEEN “RECEIPTS AND PAYMENTS ACCOUNT” AND “INCOME AND EXPENDITURE ACCOUNT 

Meyer, (2007), highlights the difference that exist between the receipts and payment account and income and expenditure account maintained by non-profit making organization Receipts and Payments Account: It is a real account 

It need not be accompanied by a balance sheet 

 It is like a cash book 

Closing balance is carried forward to the next period 

 Debit side is for receipts and credit side is for payments 

Closing balance represents cash in hand and at the bank. 

 It includes both capital and revenue items

It usually shows a debit balance. 

It ignores outstanding items. 

 It ignores credit sales and purchases. 

 It includes prepaid items. 

 It begins with a balance. 

 It includes items relating to past, present or future periods.

It is not a part of double entry system 

It ignores non-cash items like depreciation, bad debts etc 

Income and Expenditure Account: It is a nominal account 

Must be accompanied by a balance sheet 

 It is like a profit and loss account 

 Closing balances is merged into capital fund 

 Debit side is for expenses and credit side for incomes 

 Closing balance represents either surplus or deficiency 

 It includes only revenue items 

 It may show a debit or credit balance 

 It records outstanding items. 

 It records credit sales and purchases 

 It excludes prepaid items 

 It does not begin with a balance 

 It includes items relating to current period only 

 It is a part of double entry system 

It records non-cash items like depreciation, bad debts etc 

2.5 PECULIAR SOURCES OF FUND RAISING FOR NON-TRADING CONCERN 

 Ologunde, (2006), identified peculiar ways through which non-profit organization could raise and obtained fund and how such items are treated in the accounts kept by nonprofit organization. Among these sources of fund and its accounting, treatment include: 

Legacy: It is the amount received by the concern as per the will of the „donor‟. it appears on the receipts side of receipts and payments account it should not be considered as income but should be treated as capital receipt i.e., credited to capital fund account (Quinn and Rohrbaugh, 2005) Subscriptions: The members of the associations, as per rules, are generally required to make an annual subscription to enable to serve the purpose for which it was created. Sometimes may be church offers, harvest dues, etc. it appears on the receipts side of the receipts and payments credited to income credited. Care must be exercised to take credit for only those subscriptions which are relevant. 

Life Membership Fees: Generally, the members are required to make the payment in a lump sum only once which enables them to become the members for the whole of the life. Life members are not required to pay the annual membership fees. As life membership fees' is a substitute for „annual membership fees'. Therefore, it is desirable that life membership fees should be credited to a separate fund and fair proportion be credited to income in subsequent years. In the examination question, if there is no instruction as to what proportion be treated as income then whole of it should be treated as capital (Ologunde, 2006). 

Entrance fees: Most times in the church the entrance fees may be in form of occasion the church is conducting. Such occasion may include church harvest, church harvest, church anniversary, etc. Something like pin-up may be organized to be sole the members as a source of raising fund. This is also found on the receipts side of receipts and payments account. There are arguments that it should be treated as capital receipt because every member only once (i.e) pays entrance fees. When enrolled as member. It should be credited to income. In their absence of the instructions anyone of the above treatment may be followed by students should append a note justifying their treatment (Rommey, 2003). 

Sale of Periodicals, Bulletins etc.: As the bulletins, church magazines, and periodicals etc. are to be disposed to every member, the receipts on account of such sale should be treated as income, and therefore, to be credited to income and expenditure account. 

Sale of Sports Material: Sale of sports material (used) is also a regular feature of the church. Sale proceeds should be treated as income, and therefore, to be credited to income and expenditure account.

Honorarium: Persons may be invited to deliver lectures, seminar or sermon, he may be awarded an honor and out of his b benevolent he may give the church some money. Any money, paid of such, is termed as honorarium and such honorarium represents income and not an expenditure and will be debited to income and expenditure account. Special Fund: Legacies and donations may be received for specified purposes. As discussed above, these should be credited to special fund all expenses related to such fund are shown by way of deduction from the respective fund and not as expenditure in income and expenditure account. Sale Of Old Asset: It is a non-recurring item. It cannot be taken to income and expenditure account. It leads to a reduction in the asset. Therefore, it is shown by way of deduction from the concerned asset. It is important to note that it is the "book value" that is to be deducted from the asset. Profit or loss in such a case is taken to income and expenditure account. Where the book value of the asset is nil, the entire proceeds of sale be treated as income. 

Specific Donations: These are received for a specific purpose. For example: 

Donation for building; donation for prizes: donation for pavilion etc. These are capital receipts and. It is worthy to note that such donations should be treated as income because if they are taken to income and expenditure account, it will increase income. The increased income may be utilized for any other purpose. 

General donations: These may come inform of tithes, pledges, or church offerings that the church members usually pay. These donations are not for any specific purpose and being a recurring income they are to be treated as income and are shown on the income side of income and expenditure account 

Endowment fund: It represents donation for a specific purpose. Here, the object of the donor is to provide a source of permanent income to the institution. Thus, it is shown in the liability side of balance sheet. Any income earned during the year in such found is added to it and any expenditure incurred during the year is deducted from it. 

Proceeds of Concerts, Lectures and Dramas or Cultural Shows: A concert is a program of musical entertainment. Concerts and lectures of eminent personalities are arranged in aid of charities. Accounts of Non-trading institutions. Amount in the income side of institutions. Amount collected from such how by the sale of tickets is an income of institution and Amount in the income side of institutions. 

Accumulated (Capital) Fund: All entities, profit-seeking on non-profit seeking require money for carrying out their activities. In a business organization such money is called capital while in case of non-profit organizations it is known by various names such as Capital fund or Accumulated fund. It represents the surplus of assets over outside liabilities of the organization. It is usually made up by special donations; legacies; capitalization of admission fee; life membership fee etc. it is increased (or decreased) by any surplus (or deficit) on the Income and Expenditure account. Some of the lesser known names given to this item are General fund or Surplus account.

2.6 ACCOUNTING DISTINCTIONS BETWEEN COMMERCIAL ORGANIZATIONS AND NPOS 

There are accounting distinctions in five significant areas between commercial organizations and NPOs, which partly stem from their different objectives. In commercial organizations, the objective is to match revenue and costs to measure profitability, while in NPOs, accountability for program activities and stewardship is the objective. As Henke (1983) says, „Financial reports for nonprofit organizations should reflect the service story of the entity, rather than net income or net loss realized by the entity. In sharp contrast, accounting reports for profit enterprises must emphasize the extent of achievement of the profit objective and the ability of the entity to support itself.‟ The five areas are discussed next: 

CASH VERSUS ACCRUAL ACCOUNTING 

In commercial organizations, the record keeping is always accrual basis, which means „that all income and charges relating to a financial year shall be taken into account, without regard to date of receipt or payment‟ (Parker, 1984). Since in addition to recording transactions resulting from the receipt and disbursement of cash, but also the amounts supposed to pay or receive due to the realized activities should be recorded, the accounts thus reflect a true and fair view of the state of the entity at the time they are drawn up. In NPOs, the cash basis of accounting is often used instead, which means only transactions with cash payments are recorded, as for the unpaid bills and amounts due, they are just ignored. Cash based accounting violates the realization and matching concepts, but it is easier to apply in record keeping. Most small NPOs use the cash basis, although many of the medium and larger organizations are now using the accrual basis. Furthermore, the cash basis is often used when the nature of the organization is such that material amounts are only cash involved, so there is little difference between the cash and accrual basis. Some NPOs follow a modified form of accounting, which is a combination of accrual basis and cash basis, which makes the picture even more complicated and confusing for readers. Some other NPOs keep their records during the year on a cash basis, but at the end of the year convert to the accrual basis by recording obligations and receivables. No matter what kind of accounting basis different organizations are using, the important thing is that the records kept are appropriate to their nature and fulfill their needs. 

FUND ACCOUNTING 

Fund accounting is a method of segregating resources into categories, (i.e. funds) to 17 identify both the source of funds and the use of funds, which was developed to present fairly the financial transactions unique to nonprofit organizations. (Herzlinger and Sherman, 1980) NPOs have to account for funds received, including certain specific fund that have been given for use in a particular project, as well as general obligation to employ the organization‟s resources effectively. The requirement for separated accounting for restricted resources to demonstrate accountability and stewardship is solved by presenting separate financial statements for each “fund”. That is the major reason fund accounting is widely used by NPOs. Furthermore, by tracing different funds, fund accounting is also helpful to provide clearer picture of financial condition, it even improves planning and budgeting, as well as the evaluation of managerial performance. 

INTERFUND TRANSFERS AND APPROPRIATIONS 

Interfund transfers and appropriations are also unique to NPOs by using fund accounting: One relates to the use of “transfers” to allocate resources between funds, and the other relates to the use of appropriations to authorize future expenditure of resources for specific purposes. Both add to the complexity of financial statements. 

TREATMENT OF FIXED ASSETS 

In commercial organizations, fixed assets are always recorded as assets on the balance sheet, and are depreciated over their expected useful lives. In NPOs, fixed assets are difficult to record, and there is no single generally accepted principle or practice to follow. Some organizations record and report fixed assets, some do not. Some record and report depreciation, some do not. The different treatments of fixed assets cause a lot of confusion. 

CONTRIBUTIONS

 In commercial organizations, contribution is not a usual source of income. If the amount is legally owned, it is recorded as accounts receivable. In NPOs, contributions are the principal resource to depend on, and there could be a wide range of restrictions attached to them. Furthermore, contributions to NPOs are not legally enforceable, which makes the case even more complicated. So the contributions should be recorded in the right fund, at the right time with the right restrictions. Some contributions are made in the form of pledges that will be paid off over a period of time or in the future, the accounting problem is when to record them as assets and income. Some contributions are noncash, such as buildings, equipments, services of volunteers, which also trigger controversies. (d) Accounting Standards for NPOs There are few specific accounting standards for NPOs, and the legal requirements vary by country. However, regulations and guidelines which have a strong impact on accounting for NPOs are being developed by official bodies and other organizations. In addition, many books and papers have released guidance and become valuable tools for obtaining a complete and unified picture of accounting standards for NPOs. 

CHAPTER THREE

RESEARCH METHODOLOGY

3.1
Research design

The researcher used descriptive research survey design in building up this project work the choice of this research design was considered appropriate because of its advantages of identifying attributes of a large population from a group of individuals. The design was suitable for the study as the study sought to examine the impact of effective accounting system on non-profit making organizations in Nigeria.

3.2
Sources of data collection 

Data were collected from two main sources namely:

Primary source and 


Secondary source 

Primary source:

These are materials of statistical investigation which were collected by the research for a particular purpose. They can be obtained through a survey, observation questionnaire or as experiment; the researcher has adopted the questionnaire method for this study.

Secondary source:

These are data from textbook Journal handset etc. they arise as byproducts of the same other purposes. Example administration, various other unpublished works and write ups were also used. 

3.3
Population of the study 

Population of a study is a group of persons or aggregate items, things the researcher is interested in getting information on the study the impact of effective accounting system on non-profit making organizations in Nigeria. A total of three (3) Non-profit Organizations were selected for this purpose. They include, AEF; Hope for humanity (HH) and Hope for Family Development Initiatives (HFSI).

3.4
Sample and sampling procedure

Sample is the set people or items which constitute part of a given population sampling. A total of 60 copies of the questionnaire were distributed to members of the selected organization. However, 40 copies were duly completed and returned by their representatives. Therefore, the 40 copies received served as the sample size for this study.

3.5
Instrument for data collection 

The major research instrument used is the questionnaires. This was appropriately moderated. The secretaries were administered with the questionnaires to complete, with or without disclosing their identities. The questionnaire was designed to obtain sufficient and relevant information from the respondents. The primary data contained information extracted from the questionnaires in which the respondents were required to give specific answer to a question by ticking in front of an appropriate answer and administered the same on staff of the two organizations: The questionnaires contained structured questions which were divided into sections A and B.

3.6
Validation of the research instrument

The questionnaire used as the research instrument was subjected to face its validation. This research instrument (questionnaire) adopted was adequately checked and validated by the supervisor his contributions and corrections were included into the final draft of the research instrument used.

3.7
Method of data analysis

The data collected was not an end in itself but it served as a means to an end. The end being the use of the required data to understand the various situations it is with a view to making valuable recommendations and contributions. To this end, the data collected has to be analysis for any meaningful interpretation to come out with some results. It is for this reason that the following methods were adopted in the research project for the analysis of the data collected. For a comprehensive analysis of data collected, emphasis was laid on the use of absolute numbers frequencies of responses and percentages. Answers to the research questions were provided through the comparison of the percentage of workers response to each statement in the questionnaire related to any specified question being considered.

Frequency in this study refers to the arrangement of responses in order of magnitude or occurrence while percentage refers to the arrangements of the responses in order of their proportion. The simple percentage method is believed to be straight forward easy to interpret and understand method.

The researcher therefore chooses the simple percentage as the method to use.

The formula for percentage is shown as. 

% = f/N x 100/1 

Where f = frequency of respondents response 

N = Total Number of response of the sample 

100 = Consistency in the percentage of respondents for each item 

Contained in questions

CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

4.1
Introduction

The data for this study were collected from the three selected non-profit organization which includes; AEF; Hope for humanity (HH) and Hope for Family Development Initiatives (HFSI). The primary data collection method has been chosen as a method for data collection through questionnaires distributed to the selected NPOs’ Board of Trustee. Board of Trustees has been chosen as a unit of analysis since they are the ones that are primarily involved in strategic decision making for the organization. Majority of questionnaires were distributed to the NPOs members. An introductory letter, questionnaire and prepaid reply envelope was sent through electronic email, and by hand to the selected respondent. A total of 40 questionnaires was returned out of 60 distributed questionnaires

4.2
Analysis of research questions

1. Are the non-profit making organization members of the opinion that they are being exploited by the administrators?
Table 4.1: Effect of accounting system on the performance of NPOs

	STATEMENTS
	NPOs
	SA
	A
	SD
	D
	U

	The organization’s accounting system provides good accounting reports.
	AEF

HH

HFSI
	18

7

10
	0

3

2
	0

0

0
	0

0

0
	0

0

0

	Organization’s stakeholders find the accounting system relevant in decision-making.
	AEF

HH

HFSI
	18

10

12
	0

0

0
	0

0

0
	0

0

0
	0

0

0

	The NPo’s accounting system improves administrative effectiveness.
	AEF

HH

HFSI
	13

5

6
	5

5

6
	0

0

0
	0

0

0
	0

0

0

	The NPO’s accounting system helps improve productivity.
	AEF

HH

HFSI
	18

10

12
	0

0

0
	0

0

0
	0

0

0
	0

0

0


Source: Field survey, 2020

Table 4.1 shows that members of the non-profit organizations agreed that the organization’s accounting system provides good and credible accounting reports.. Also, they indicated that stakeholders find the accounting system relevant in decision making as administrators have been transparent. Furthermore, members of the non-profit organizations asserted that NPO’s accounting system improves administrative effectiveness as well as improving productivity.

Hence from the responses obtained and analysed, we can conclude that accounting system has affected Non-profit making organization in terms of reliable financial report, influence on organizational decision making, administrative effectiveness and increased productivity.

Does the organization have a proper accounting and internal control system?

Table 4.2: Opinions of members on proper accounting system

	STATEMENTS
	NPOs
	SA
	A
	SD
	D
	U

	The organizations employs the services of professional accountants for transparency purposes.
	AEF

HH

HFSI
	100%

70%

60%
	0

30%

40%
	0

0

0
	0

0

0
	0

0

0

	The organization has internal accountant and auditor that handles the organization’s records.
	AEF

HH

HFSI
	100%

100%

100%
	0

0

0
	0

0

0
	0

0

0
	0

0

0

	The accounting structure of the organization have encountered non-transparent issues in the past.
	AEF

HH

HFSI
	70%

35%

55%
	10%

25%

15%
	10%

40%

30%
	0

0

0
	0

0

0


Source: Field survey, 2020

Table 4.2 shows the members opinion about their organization accounting system. Members from the society of family health agreed(100%) that their organization employs the services of professional accountants for transparency purposes. This situation was almost the same in JPDC(70%) and FSD(60%). 

Also, the NPOs agreed to have internal accountant and auditor that handles the organization’s records. Further findings indicate that the accounting structure of the organizations have encountered non-transparent issues in the past.

Does the increase in the financial position of the body relate to the increase in membership?

Table 4.3: Opinions of members on relationship between financial position and increase in membership

	STATEMENTS
	NPOS
	SA
	A
	SD
	D
	U

	The financial resources of the organization are solely from her members.
	AEF

HH

HFSI
	0

0

0
	0

0

0
	100%

100%

100%
	0

0

0
	0

0

0

	The organization receives sponsorship grants both locally and internationally.
	AEF

HH

HFSI
	100%

100%

100%
	0

0

0
	0

0

0
	0

0

0
	0

0

0

	The financial position of the organization is positively influenced by number of members or partners.
	AEF

HH

HFSI
	65%

59%

81%
	35%

10%

5%
	0

31%

14%
	0

0

0
	0

0

0


Source: Field survey, 2020

Table 4.3 shows the opinions of members on the relationship between increase in membership and increase in financial position. Members of the selected NPOs disagreed(100%) with the statement that the financial resources of the organization are solely from her members. The trio agreed that they receive sponsorship grants from local and international organizations. However, opinions from society from family health (100%) shows that its financial position is directly influenced by her members and partners. Opinions from Justice and Peace Development Commission (JPDC) (69%) shows that the financial position of the organization is positively influenced by number of members or partners while 86% from FSD agreed with this assertion.

Test of Hypotheses

H0:  The accounting system of non-profit making organizations has not negatively affected their performance..

Table 4.4: Contingency Table

	Responses
	O
	E
	O-E
	(O-E)2
	(O-E)2/E

	Sfh
	18
	13.3
	4.7
	22.09
	1.6

	Jpdc
	7
	13.3
	-6.3
	-39.69
	-2.9

	Fsd
	10
	13.3
	-3.3
	-10.89
	-0.8

	Total
	35
	40
	
	
	-2.1


Level of significance = 95%

Degree of freedom = n-1

=3-1
=2

Table value =0.10

X2 calculated =-2.1

Decision Rule

The calculated figure is less than the tabulated figure, therefore we accept the Null hypothesis which states that the accounting system of non-profit making organizations has not negatively affected their performance..

Hypothesis Two

H0:  The organization does have a proper accounting and internal control system.

Table 4.5: Contingency Table

	Responses
	O
	E
	O-E
	(O-E)2
	(O-E)2/E

	Sfh
	18
	13.3
	4.7
	22.09
	1.6

	Jpdc
	10
	13.3
	-3.3
	-10.89
	-0.8

	Fsd
	12
	13.3
	-1.3
	-1.69
	0.12

	Total
	40
	40
	
	
	0.92


Level of significance = 95%

Degree of freedom = n-1

=3-1
=2

Table value =0.10

X2 calculated = 0.92

Decision Rule

The calculated figure is greater than the tabulated figure, therefore we reject the Null hypothesis which states that the non-profit organizations does have a proper accounting and internal control system.

Hypothesis Three

H0:  The increase in the financial position of the body is not related to increase in membership.

Table 4.6: Contingency Table

	Responses
	O
	E
	O-E
	(O-E)2
	(O-E)2/E

	Sfh
	18
	13.3
	4.7
	22.09
	1.6

	Jpdc
	7
	13.3
	-6.3
	-39.69
	-2.9

	Fsd
	10
	13.3
	-3.3
	-10.89
	-0.8

	Total
	35
	40
	
	
	-2.1


Level of significance = 95%

Degree of freedom = n-1

=3-1
=2

Table value =0.10

X2 calculated = -2.1

Decision Rule

The calculated figure is less than the tabulated figure, therefore we accept the Null hypothesis which states that the increase in the financial position of the body is not related to increase in membership.

CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATION

5.1 Introduction

It is important to ascertain that the objective of this study was to ascertain the impact of accounting information on the performance of non profit making organizations in Osogbo, Osun State. In the preceding chapter, the relevant data collected for this study were presented, critically analyzed and appropriate interpretation given. In this chapter, certain recommendations made which in the opinion of the researcher will be of benefits in addressing perceived challenges of effective accounting system in NPOs

5.2
Summary

The research focused on accounting information on the performance of non profit making organizations in Osogbo, Osun State. The researcher distributed a structured questionnaire to sample members of the selected NPOs which was adopted as the case studies of this research in order to generate relevant responses from the selected respondents on the impact of effective accounting system in non-profit making organization. The data generated from the respondents were analyzed using simple descriptive statistics and the formulated hypotheses tested using the chi-square statistics with the aid of statistical package (SPSS version 20). 

5.3
Conclusion

On a general basis, the adoption of internationally recognized financial reporting standards and disclosure requirements for non-profit organizations is a step in the right direction to address the issue of tax evasion in the country. It would also boost the efforts of government to tackle the menace of money laundering in the country as the financial system of the non-profit sector would become more transparent. It is imperative that proper enforcement and implementation attend the enactment of laws and formulation of policies in order to ensure compliance and promote good governance and accountability in the non-profit sector. 

5.4
Recommendation

The result of the empirical analysis conducted propelled the researcher to make the following recommendations: 

Business organizations either profit oriented or not should intensify the use of accounting system within various units of the organization since it ensures the efficiency of financial activities. 

Accounting system should be adopted by nonprofit organization to enhance the accountability and transparency of financial records and activities of organizations. 

Executives of various NPOs should develop a positive attitude towards accounting system owing to its notable contribution to the growth and development of the society. 

Accounting system should be used by organizations in record keeping and auditing of financial activities since it shows the financial records, actual income and expenditure of the organization.

Comprehensive budget should be drawn up and as much as possible it should be made for revision if necessary.
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QUESTIONNAIRE

Please tick the option that best describes your choice.

Section A

Gender

Male {  }

Female
{  }

Age bracket

25-30
{  }

31-40
{  }

41-50
{  }

3. Educational Qualification

Bsc

{  }

Msc/MBA{  }

PHD

{  }

Duration of service

0-5 years


{  }

6-10 years

{  }

10 years above
{  }

Section B

There have been issues of fraud in the organization.

Strongly Agreed
{  }

Agreed

{  }

Strongly Disagreed
{  }

Disagreed

{  }

Uncertain

{  }
There have been issues of misappropriation of funds in the organisation.

Strongly Agreed
{  }

Agreed

{  }

Strongly Disagreed
{  }

Disagreed

{  }

Uncertain

{  }
The administrators are not transparent in handling the organization’s finances.

Strongly Agreed
{  }

Agreed

{  }

Strongly Disagreed
{  }

Disagreed

{  }

Uncertain

{  }
The members of the organization are satisfied with the operations of the administrators.

Strongly Agreed
{  }

Agreed

{  }

Strongly Disagreed
{  }

Disagreed

{  }

Uncertain

{  }
The organizations employs the services of professional accountants for transparency purposes.

Strongly Agreed
{  }

Agreed

{  }

Strongly Disagreed
{  }

Disagreed

{  }

Uncertain

{  }
The organization has internal accountant and auditor that handles the organization’s records.

Strongly Agreed
{  }

Agreed

{  }

Strongly Disagreed
{  }

Disagreed

{  }

Uncertain

{  }
The accounting structure of the organization have encountered non-transparent issues in the past.

Strongly Agreed
{  }

Agreed

{  }

Strongly Disagreed
{  }

Disagreed

{  }

Uncertain

{  }
The financial resources of the organization are solely from her members.

Strongly Agreed
{  }

Agreed

{  }

Strongly Disagreed
{  }

Disagreed

{  }

Uncertain

{  }
The organization receives sponsorship grants both locally and internationally.

Strongly Agreed
{  }

Agreed

{  }

Strongly Disagreed
{  }

Disagreed

{  }

Uncertain

{  }
The financial position of the organization is positively influenced by number of members or partners.

Strongly Agreed
{  }

Agreed

{  }

Strongly Disagreed
{  }

Disagreed

{  }

Uncertain

{  }


