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Abstract

According to a study that was conducted for accounting management and control, which should be used
by for-profit companies and non-profit companies, results were found as the lack of accounting control,
and accounting records without structure, so it is recommended to establish and apply the guidelines of
the financial reporting standards, to carry out a correct and proper accounting control for the registration
of its operations.

It is important to establish the type of company in question, register it in the public registry of
commerce according to the LGSM or the civil code of the State of Mexico, it is also important to register
the company with the SAT to obtain its federal taxpayer registration. Subsequently, the accounting
control must be prepared in accordance with the financial reporting standards, through a thorough and
detailed study, considering whether it is a for-profit or not-for-profit company.

The general objective is to develop a comparative study of accounting management and control
for for-profit and not-for-profit companies, according to financial reporting standards. The methods used
were: the exploratory method, which is used to approach little known topics, and the deductive method,
starting from the general to the particular, which allow us to reach the results of the importance of the
correct application of the financial information standards for for-profit and not-for-profit companies.

Study of accounting management and control, for both for-profit and not-for-profit companies, in
accordance with Financial Reporting Standards
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Resumen

De acuerdo a un estudio que se realiz6 para el manejo y control contables, que deben utilizar las empresas
con fines lucrativos y las empresas sin fines lucrativos, se encontraron resultados como la falta de control
contable, y registros contables sin estructura, por lo que se recomienda establecer y aplicar los
lineamientos de las normas de informacion financiera, para llevar a cabo un correcto y adecuado control
contable para el registro de sus operaciones.

Es importante establecer el tipo de empresa de que se trata, registrarla en el registro pablico de
comercio de acuerdo a la LGSM o al cddigo civil del Estado de México, también es importante registrar
la empresa ante el SAT para obtener su registro federal de causante. Posteriormente se debe de elaborar
el control contable de acuerdo a las normas de informacion financiera, mediante un estudio minucioso y
detallado, considerando si es una empresa con fines lucrativos o sin fines lucrativos.
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El objetivo general: es desarrollar un estudio comparativo del manejo y control contable, para
empresas con fines lucrativos, y para empresas sin fines lucrativos, de acuerdo a las normas de
informacion financiera. Los métodos utilizados fueron: el método exploratorio que se utiliza para abordar
temas pocos conocidos y el método deductivo partiendo de la general a lo particular, que nos permiten
Ilegar a los resultados de la importancia que tiene la correcta aplicacion de las normas de informacion
financiera para empresas con fines lucrativos y empresas sin fines lucrativos.

Estudio del manejo y control contable, para las empresas con fines lucrativos y para las
empresas sin fines lucrativos, de acuerdo a la Normas de informacion financiera
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Introduction

This research develops a study of the management and accounting control of profit and non-profit
companies.

To understand what profit means, according to the Royal Academy of Spanish Language it means:
‘gain or profit that is taken from something, benefit, profit, profit, gain, enrichment, utility, performance,
interest, remuneration’.

Therefore, for for-profit companies their objective is to obtain money or profit to cover their
financial needs, and to obtain profit in money, and for non-profit companies their objective is to cover
social needs, promote a social cause or provide a public benefit by offering services and promoting
awareness in relation to that cause, it means that their objective is not to obtain profit or profit in money.
It can also help to focus fundraising efforts on a specific issue.

Non-profit enterprises, also known as non-profit organisations (NPOs) or not-for-profit entities
(NPOs), are organisations that do not pursue financial gain, but have a social, altruistic, humanitarian,
artistic or community purpose.

They aim to provide services to the community that people need and cannot obtain on their own.
Their funding is based on public or private donations.

Profits, if any, cannot be distributed, but are dedicated to the achievement of the entity's purposes.

In Mexico, the law recognises four main forms of non-profit organisations: Civil Associations
(AC), Private Assistance Institutions (IAP), Civil Societies (SC), Trusts.
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A company according to the NIF-A refers to the economic entity, ‘is that identifiable unit that
performs economic activities, made up of combinations of human, material and financial resources,
conducted and managed by a single control centre, which makes decisions aimed at fulfilling the specific
purposes for which it was created; the personality of the economic entity is independent of those of its
shareholders, owners or sponsors’.

The legal entity ‘is a legal personality made up of individuals and/or legal entities that come
together for the realisation of a collective purpose. They are entities created by law, they do not have a
material or corporeal reality, however, the law grants them legal capacity to have rights and obligations’.
According to the SAT, the legal entity: ‘is a group of natural persons that unite for the realisation of a
collective purpose, they are entities created by law, they do not have a material or corporeal reality (they
cannot be touched as such as in the case of a natural person), however, the law grants them legal capacity
to have rights and obligations’.

From the above we can deduce that a legal person or company can be constituted by one or more
persons whose objective can be to obtain a profit or gain through the purchase, sale, transformation or
services, or it can be constituted for altruistic purposes so that only social benefit is pursued.

The accounting management and control of a for-profit company and a non-profit company is
different, their accounting records and financial statements are different, and the Financial Reporting
Standards must be taken into account for their recording.

It is important to understand the difference between the accounting treatment of a for-profit
company and that of a non-profit company, as the lack of knowledge of the accounting management of
both companies is different, and trying to prepare accounting records in the same way can lead to
accounting, economic and financial problems, as well as tax problems.

Therefore, it is important to specify the type of business to be carried out so that the accounting
control, the chart of accounts and the financial statements to be prepared are recorded from the beginning,
so as not to make the mistake of trying to keep the same accounting control in a profit-making business
and a non-profit-making business.

It is worth mentioning that the accounting records and financial statements are different for for-
profit and not-for-profit enterprises, so if you do not have the right accounting knowledge, you are likely
to make the mistake of trying to do the same accounting treatment for both enterprises.

Most financial reporting standards focus on for-profit enterprises with the exception of FRS B-
16, which provides relevant information for proper accounting for not-for-profit enterprises.

Methodology

When carrying out a business plan, which will later be converted into a company, the first thing we must
know from an accounting point of view is whether the project in which we are going to invest pursues
lucrative or non-lucrative purposes, that is, whether the company is going to have a profit in terms of
money or a profit in terms of satisfaction.

Profit-making enterprises sell products or services to obtain a profit, and non-profit enterprises
develop services without the objective of making money, being considered as altruistic enterprises.

To register a for-profit company, the General Law of Commercial Companies must be considered,
which provides us with 5 possible types of companies, and to register a non-profit company, the General
Law of Commercial Companies and the Civil Code of the State of Mexico must be considered.

Subsequently, the accounting treatment for the company that has been registered, whether for-
profit or not-for-profit, must be considered. For for-profit companies, most of the financial reporting
standards must be applied with the exception of Financial Reporting Standard B 16, which is only and
exclusively for not-for-profit companies.
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Financial Reporting Standard A2 defines in a general way what an economic entity is: ‘An
identifiable entity engaged in economic activities, consisting of combinations of human, material and
financial resources, conducted and managed by a single control centre, which makes decisions aimed at
fulfilling specific purposes for which it was created’.

‘Financial Reporting Standards (FRS) are a set of guidelines and concepts that govern the
presentation and preparation of financial information in financial statements’.

The FRS refers to an entity in general, meaning an entity; a company, organisation, corporation,
partnership, association, public company or private company, FRS A-3 clearly defines what a for-profit
entity and a not-for-profit entity are.

‘For-profit entity. The economic activities it carries out are aimed at the achievement of profit, its
main characteristic is to remunerate investors for their investment through returns.

Non-profit entity. They are aimed at social benefit and do not pay contributions to their sponsors’.

‘A not-for-profit entity, according to FRS A-3, ‘anidentifiable unit engaged in economic
activities, consisting of combinations of human, material and contribution resources.

Coordinated by an authority that makes decisions aimed at achieving the purposes for which it
was created, mainly of social benefit, and that does not financially compensate the contribution to its
sponsors’

Once the type of company that can be created and the purposes for which it was created have
been understood, it is necessary to verify in the legislation how it should be registered and which law
establishes the constitution of the company.

According to the General Law of Mercantile Companies, the type of company to be incorporated
must be verified, as established in Article 1, where the types of companies in which investors can register
their company are presented.

Incorporation and operation of companies in general.
“Article 1.- This Law recognises the following types of commercial companies:

I.-General partnership;

I1.- Sociedad en comandita simple;

I11.- Limited liability company;

IV.- Public limited company;

V. Sociedad en comandita por acciones;

V1. Cooperative society,

VII. Simplified joint-stock company™ (Chamber of Deputies, 2024).

As can be seen, of the seven commercial companies, six of them are constituted to obtain profit
or monetary gain, only the cooperative company does not pursue lucrative ends, companies that do not
pursue lucrative ends must be constituted as a cooperative company, as established by the Law of
Commercial Companies in article one, and as established by the civil code that refers to non-profit civil
associations.

‘In the Federal Civil Code, articles 2670 to 2687 regulate civil associations as legal persons and
contracts. Article 2670 states that an association is constituted when a group of people meet permanently
to carry out a common objective that is not illegal and does not have a predominant economic character.
For the right of association to be exercised, the purpose of the association must be lawful. Article 1830
of the Federal Civil Code defines unlawfulness as an act that goes against the laws of public order or
morality.
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For for-profit companies most financial reporting standards apply, and for cooperative societies
or civil associations Financial Reporting Standard B-16, which applies to non-profit organisations, must
be applied.

Examples of for-profit companies are: Nestlé, Coca cola, Microsoft, Bimbo, Gamesa, Aple, Nike,
Puma, etc.

Examples of cooperative societies or civil associations are: trade unions, religious associations,
chambers of commerce, professional associations, cooperative societies, specialised investment
companies for retirement funds, legally recognised political parties and associations, the Federation,
federal entities, municipalities and decentralised bodies, orphanages, homes for the elderly.

It is also important to mention that when they are cooperative societies or civil associations, they
are not subject to income tax, unless you receive income from the sale of your assets, from receiving
interest, prizes or when it is determined or has concepts assimilated to distributable surplus (the difference
resulting from subtracting authorised deductions from your income, provided that the income is greater).
Once the idea of the investment project on which you are going to work has been determined and
presented, the accounting records of the company or economic entity in question must be argued, based
on the financial reporting standards issued by the Mexican Institute of Public Accountants, for the
development and control of the accounting records in an optimal manner.

In the case of for-profit companies, investors are considered partners or shareholders, and in the
case of non-profit companies they are not considered shareholders, they are considered partners or
donors; and they are people who do not pursue lucrative purposes, but their contribution is altruistic, and
they only gain the satisfaction of helping others, or of forming cooperatives, so that the help is mutual.
Financial reporting standards are the accounting standards that enable a company to record its operations
in a correct, controlled and organised manner.

Accounting is a technique used for the recording of transactions that economically affect an entity
and that produces systematic and structured financial information. Transactions that economically affect
an entity include transactions, internal transformations and other events. .

For companies that pursue not-for-profit purposes, Financial Reporting Standards B-16 are
applied, which aim to: establish general standards for the preparation and presentation of financial
statements of entities with not-for-profit purposes, as well as the disclosures to be made; focus on
determining the accounting management in detail for the best control and organisation of accounting.

Reviewing the investment in for-profit companies, we find that in the case of capital, some people
take it as equity, and according to NIF C-11, which refers to accounting capital, it establishes that
accounting capital ‘is the residual value of the assets of the entity, after deducting all its liabilities’.

In this way, for the for-profit company, stockholders' equity is made up of earned capital and
contributed capital. Contributed capital is made up of the contributions of the partners or shareholders,
who are people who invest in a business so that it can provide them with a profit, a gain in money, from
the sales offered by the business.

On the other hand, there is the earned capital, which is derived from the direct sales caused by the
company, its origin can be from sales of products or sales of services.

For non-profit companies only the contributions of the partners apply, this means that there is no
earned capital, since they do not sell goods and services, only the income from donations and expenses
incurred in the entity are established.

For-profit companies are subject to the payment of taxes established by the Federal Fiscal Code
and the laws derived from it.
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Non-profit companies will be taxed under the Non-profit Legal Entities Regime, as long as they
have authorisation or recognition of official validity of studies under the terms of the General Education
Law, as well as institutions created by presidential decree or by law, whose purpose is education; as long
as they are considered for income tax purposes as institutions authorised to receive deductible donations.

Non-profit legal entities, such as foundations, donatarias or civil associations are obliged to keep
simplified accounting records updated from the first day they started operating. In other words, they must
keep track of their receipts and disbursements in the traditional way if they wish to do so. Non-profit
legal entities, such as foundations, endowments or civil associations, are obliged to keep simplified
accounting records updated from the first day they started operating. In other words, they must keep track
of their receipts and disbursements in the traditional way if they wish to do so.

Although not-for-profit companies do not make sales, their income is received from the
contributions of individuals or legal entities that donate for altruistic purposes only, but they must
nevertheless keep records of the donations received and records of the expenses generated in the period
in which they originated.

Both income and expenditure should be auditable, in accordance with auditing standards.

Both for-profit and not-for-profit companies must prepare and present financial statements as
required by law, The basic elements of financial statements are:

a. Assets, liabilities and stockholders‘equity for for-profit entities; and assets, liabilities and
stockholders’ equity, for non-profit entities. These items are presented in the statement of
financial position.

b. Revenues, costs, expenses, net income or loss, other comprehensive income and comprehensive
income, which are presented in the statement of comprehensive income of for-profit entities; and
revenues, costs, expenses and net change in equity, which are presented in the statement of
activities of not-for-profit entities;

C. The changes in ownership, the creation of reserves and comprehensive income or loss, which are
presented in the statement of changes in equity of for-profit entities; and

d. The source and application of resources, which are presented in the statement of cash flows or,
where appropriate, in the statement of changes in financial position, by both for-profit and not-
for-profit entities.

e. Equity: the residual value of an entity's assets after deducting all of its liabilities.

Statement of Activities. ‘The statement of activities is a financial statement for not-for-profit
entities that shows information about their operations for a period and, therefore, the revenues, costs and
expenses, as well as the resulting net change in equity for the period, classified by type of equity
(permanently restricted, temporarily restricted or unrestricted)’.

In the case of for-profit and not-for-profit enterprises, they should have fixed assets, which are
land, buildings, office furniture and equipment, computer furniture and equipment, transport, etc.

In the case of liabilities, the accounts payable of for-profit companies are focused on financing so
that the company has a profit or gain, as in the case of suppliers, who are people or companies that sell
products to be resold or material for processing, or when a bank loan is requested to buy transport to
bring or take merchandise.

In the case of non-profit companies, the accounts payable are focused on the acquisition of assets
that satisfy the needs of the company or, if applicable, of the users, they are not aimed at bringing goods
to or from the company for sale, they are for the exclusive use of the company's services.

Both companies must prepare the accounting record at the date that any transaction is made, both
of their income and expenses.
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Results

As results of the research: according to the financial reporting standards, the accounting records must be
different in for-profit and non-profit enterprises, for-profit enterprises record the purchases and sales of
commercial activities through income, expenditure and journal policies. Non-profit enterprises only
record contributions from donors or, where appropriate, from individuals who are members of
cooperatives, so the interpretation and accounting records are different.

The presentation of expenses and income is auditable, i.e. they can be reviewed at the time
required by the authorised and competent body.

The financial statements presented by for-profit enterprises are as follows:

Statement of financial position

Statement of comprehensive income
Statement of cash flow.

Statement of changes in stockholders' equity

el NS

Not-for-profit companies present:

=

Statement of financial position
2. The statement of activities

The accounting records for for-profit companies are recorded in income, expenditure and journal
entries, and are supported by invoices. For non-profit companies, the accounting records are based on
donations, which are recorded in a donations book and supported by donation receipts, and in the case of
expenses, they are recorded in an expenditure book, the expenses of which are supported by invoices or
receipts.

It is worth mentioning that not-for-profit companies can use a spreadsheet for their records.

Other results in professional practice, the same accounting treatment is given for profit and non-
profit enterprises, which is a mistake, also the financial statements are presented with the same name and
structure when the research shows the opposite.

The communities that are dedicated to selling organic products, generally create cooperative
societies to be able to carry out negotiations with private companies, what they do not know is the purpose
of the cooperative, and above all the fiscal and accounting treatment of the same, they want to carry out
the accounting treatment as if it were a for-profit company, which is not correct.

And not only cooperatives, but also civil associations.
Conclusions

The knowledge of the accounting registration and control of both for-profit and not-for-profit companies
is very important, as they are different, the use of financial reporting standards is necessary to carry out
an adequate accounting registration and control in both cases.

The application of financial reporting standards, as well as the laws that regulate such entities,
will provide the user with the correct knowledge where the necessary bases are argued in order to carry
out the entity that he/she wishes to set up.

It is also important to know how to register the policies in for-profit companies, and the donation
and expenditure books for non-profit companies.

Ignorance of financial reporting standards and their application can lead to errors in the
accounting treatment of cooperative societies and civil associations, which can be problematic not only
in accounting, but also in fiscal, financial and economic terms.
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Discussion

In previous research on Financial Reporting Standards and their accounting application, it was found that
most of the IFRS are applicable to for-profit organisations, those enterprises that pursue a profit in money,
and few Financial Reporting Standards are applicable to non-profit enterprises, i.e. those whose profit is
not money, but service, or altruism.

In community enterprises that are registered as cooperative societies, in which advice has been
provided, some problems were encountered in recording donations that were confused with income, and
they did not know how to prepare financial statements, nor did they know how to record the accounting
control of the enterprise.

That is why the necessary importance should be given to the application of the Financial
Reporting Standards in the accounting records of both profit and non-profit enterprises.
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List abbreviations alphabetically.

AC Civil Associations
ESAL  Non-profit entities
IAP Private assistance associations

LGM General Law on Commercial Companies
Financial Reporting Standard
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NIF Civil societies

SC Non-profit organisations
OSFL  Tax Administration System
SAT
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