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JANUARY- APRIL 2025 TRIMESTER EXAMINATIONS
EXAMINATION FOR BACHELOR IN BUSINESS ADMINISTRATION (FINANCE)
[bookmark: _Toc306263693]RAC 304: ACCOUNTING FOR NON-PROFIT ORGANISATIONS  

DATE: 12TH APRIL 2025							TIME: 2 HOURS 

GENERAL INSTRUCTIONS: 
Students are NOT permitted to write on the examination paper during reading time. 
This is a closed-book examination. Textbooks/Reference books/notes are not permitted. 

SPECIAL INSTRUCTIONS: 
1 Write your REGISTRATION NO. Clearly on the answer booklet(s). 
2 Answer Question One and ANY other TWO questions.
3 Questions in all sections should be answered in the answer booklet(s). 
4 Marks allocated to each question are shown at the end of the question. 
5 PLEASE start the answer to EACH question on a NEW PAGE. 
6 For the questions, write the number of the question on the answer booklet(s) in the order you answered them. 
7 Show your workings and clearly indicate the answer to the problems provided. 
8 Keep your phone(s) SWITCHED OFF at the front of the examination room. 

9 Keep ALL bags and caps at the front of the examination room and do not refer to any unauthorized material before or during the course of the examination. 
10 You are only allowed to leave the examination room 30 minutes to the end of the Examination. 
11. Be guided by the marks allocation for each question. For instance, if a 5-Marks question requires you to state and explain 5 points, listing a point will give you half a mark, and explaining the point gives you another half-mark.


QUESTION ONE: COMPULSORY (30 MARKS)  
The Green Future Initiative (GFI) is a not-for-profit organization dedicated to environmental conservation in rural areas. It relies on funding from various sources, including individual donations, corporate sponsorships, grants from international NGOs, and membership fees. Recently, GFI received a restricted grant from the Global Environment Foundation (GEF) to fund the construction of a community education center. Additionally, GFI secured unrestricted donations from a fundraising event and a permanently restricted fund from a philanthropist for long-term environmental research.
Despite its noble mission, GFI faces financial management challenges. The organization's operating budget exceeded its expected income by 15%, prompting the need for variance analysis to control future budgets. Furthermore, declining membership fee revenues threaten its financial sustainability, requiring GFI to explore new funding strategies.
a) Explain the concept of fund accounting in NPOs and discuss the differences between unrestricted, temporarily restricted, and permanently restricted funds. Use GFI’s financial structure as an example. 					(10 Marks)
b) Discuss the importance of budgeting and financial planning for NPOs like GFI. How can budgeting help GFI address its financial challenges, such as the 15% budget overrun and declining membership fees? 				(10 Marks)
c) What are the key differences between accounting for for-profit organizations and      NPOs? How does GFI’s reliance on grants and donations impact its financial reporting?									(5 Marks) 
d) GFI is facing revenue shortfalls. What financial sustainability strategies can it implement to ensure long-term stability while maintaining its mission? (5 Marks)
QUESTION TWO (20 MARKS)
a) Explain the importance of internal controls in not-for-profit organizations (NPOs) and their role in ensuring financial integrity. 					(8 Marks)
b) Recognize the accounting treatment for donated services and volunteer contributions and their impact on financial reporting. 					(6 Marks)
c) Demonstrate how to prepare financial reports to ensure tax compliance for not-for-profit organizations. 								(4 Marks)
QUESTION THREE (20 MARKS)
a) Apply best practices for financial management to enhance the efficiency and transparency of NPO operations. 						(8 Marks)
b) Analyze how in-kind donations, donated services, and volunteer contributions affect the financial statements of not-for-profit organizations. 			(6 Marks)
c) Analyse financial performance using variance analysis and its significance in budget control. 									(4 Marks)
QUESTION FOUR (20 MARKS)
a) [bookmark: _GoBack]A not-for-profit organization received cash donations of $350,000, of which $120,000 was designated for a specific program (temporarily restricted). The organization also received donated services valued at $45,000. Calculate the total revenue the organization should recognize in its financial statements and explain how it will be classified under fund accounting. 						(8 Marks)
b) An NPO’s volunteers provided 600 hours of professional legal services during the year. If the fair market rate for such services is $150 per hour, compute the total value of the donated services. How should this amount be recorded in the financial statements? 									(6 Marks)
c) An NPO’s budgeted revenue was $800,000, but actual revenue amounted to $720,000. Compute the revenue variance and explain what this could indicate about financial performance. 							(4 Marks)
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