QuickBookse for Nonprofits

A helpful how-to whitepaper for properly setting up QuickBooks to
meet specific nonprofit accounting and reporting needs.

Nonprofit organizations are businesses with a language and bookkeeping and financial needs all their own. When it
comes to bookkeeping for nonprofits, the buzzwords are donations instead of sales receipts, donors instead of
customers, and volunteer hours instead of vendors.

QuickBooks has the Premier Nonprofit edition, which utilizes the nomenclature of not-for-profit businesses.
However, nonprofits don't need to go out and purchase this more expensive, special edition to follow proper
bookkeeping procedures. The standard versions of QuickBooks work just fine for nonprofit and profit-seeking
businesses alike - as long as they are designed properly.

Myths vs. Reality

Nonprofits must use software and accounting systems specifically designed for nonprofits.

While the marketplace for nonprofit solutions is still limited in comparison to the robust options available to
businesses, King reports that there are options for overcoming nonprofit financial management challenges
without breaking the bank.

Nonprofit organizations are essentially businesses with a unique set of financial needs and speak a distinct
accounting language. Instead of talking about sales receipts, nonprofits speak of donations; instead of
customers, they have donors, and instead of vendors, nonprofits have volunteer hours.

While QuickBooks has designed its Premier Nonprofit edition with these considerations in mind, nonprofits don't
need to purchase this more expensive, special edition to follow proper accounting procedures. The standard
versions of QuickBooks work just fine for nonprofit and profit-seeking businesses alike, as long as they are
designed properly.

“All of the functionality a nonprofit needs exists in QuickBooks Pro,” states Marsha Gibb, GrowthForce
Onboarding Manager and Advanced Certified QuickBooks ProAdvisor. “They just need to know how to use it.”

Nonprofits can covert their unique needs into the business language used by the standard QuickBooks Pro. For
example, “Set-up Budgets” in the nonprofit edition can be handled under the “Company/Planning” tab in
QuickBooks Pro, “Enter Donations” becomes “Create a Sales Receipt” and “Enter Pledges” is the same as “Create
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The same holds true for reports. The QuickBooks Nonprofit Edition does not have better reporting capabilities -
it just uses different names for the same reports:

QuickBooks Premier -Nonprofit QuickBooks Pro Reports

Edition Reports

Biggest Donors Sales by Customer

Budget vs. Actual by Donor Budget by Job

Program Report Class Transaction Report

Statement of Financial Position Balance Sheet

Statement of Financial Income Profit and Loss

& Expense

Statement of Functional Expenses Statement of Functional Expenses (990) Profit
(990) Profit and Loss by Class & Loss by Class

Multiple users of QuickBooks must all use the same version.

Another myth is that multiple users of QuickBooks must all use the same version.

Not so. QuickBooks Pro and the QuickBooks For Nonprofit edition can be used jointly on the same network. “We
recommend that our nonprofit clients use Premier Nonprofit for the development department and Pro for
everyone else in the organization,” explains Gibb.

Discounted copies of QuickBooks Nonprofit edition can be purchased by nonprofits through www.techsoup.org.
The Web site provides software packages including Microsoft products and a limited number of QuickBooks
licenses at a discount to nonprofit organizations. It takes some work to get verified as a nonprofit, so allow some
time and you will find a wealth of software resources available.

One benefit of using QuickBooks Nonprofit edition that may justify purchasing the specialized software is the
explanation section under the Uniform Chart of Accounts. This section is very detailed and uses nonprofit specific
terms, ensuring proper use of accounts. Here is how the explanation section is set up in the nonprofit version:
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Allows importing of Nonprofit Chart of Accounts

=lofx

ample We Care Co

File Edit View Lists Company Customers Vendors Employees Banking Reports Online Services
Window Help Set Up Budgets
@ @ Enter Donations {Sales Receipts) @ & ? »
Home: Company Si Enter Pledges (Invoices) ee Center Online Banking Report Center
Receive Payments
Make Deposits
Enter Bills
Pay Bills
‘Write Checks

Programs/Projects (Class List)

@Vendors

Send Letters to Your Donors...

Pay Bills

Monprofit Reports »

Explanations help ensure proper use of accounts

Number |43480

Tm Account Type |Income

Account Name [yolunteer Services - Non-GAAP

¥ Subaccount of |43400 * Direct Public Support _,
r~ Optional
Description |ponated services that do not meet GAAP rules - volunteer,
non-professional services
Mote |
Tax-Line Mapping ]<Unassigned> v] How do I choose the right tax line?

Income Accounts in Uniform Chart of Accounts

+43300 * Direct Public Grants Income:
+43310 * Corporate and Business Grants Income
43320 * Discounts - Long-term Grants Income:
43330 * Foundation and Trust Grants Income
43340 * Nonprofit Organization Grants Income:
43400  Direct Public Support Income:
43410 * Corporate Contributions. Income:
43420 * Donated Art Income:
+43430 * Donated Prof Fees, Facilities Income:
©43440 * Gifts in Kind - Goods Income
43450 * Individ, Business Contributions Income:
43460 * Legacies and Bequests Income
43470 * Uncollectible Pledges - Est Income:
43480 * Yolunteer Services - Non-GAAP Income:
44400 * Government Contracts Income:
+44410 * Agency (Government) Contracts Income
44420 * Federal Contracts Income:
44430 * Local Government Contracts Income:
©44440 * Medicare and Medicaid Payments Income:
44450 * State Contracts Income:
©44500 * Government Grants Income:
+44510 * Agency (Government) Grants Income
©44520 * Federal Grants Income
244530 * Local Government Grants Income:
44540 * State Grants Income:
+44800 * Indirect Public Support Income:
+44810 * Affiliated Org, Contributions Income:
44820 * United Way, CFC Contributions Income:
+45000 * Investments Income:
45010 * Costs of Other Asset Sales Income
+45020 * Dividend, Interest (Securities) Income
45030 * Interest-Savings, Short-term CD Income
45040 * Other Asset Sales Income:
245050 * Other Investment Revenue Income
246400 * Other Types of Income Income
246410 * Advertising Sales Income:
246420 * Inventory Sales Income:
246430 * Miscellaneous Revenue Income:
©47200 * Program Income Income:
247210 * Bad debts, Est - Program Sales Income:
47220 ' Member Assessments Income:
47230 * Membership Dues Income:
47240 * Program Service Fees Income:
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Unique Bookkeeping Needs

Unlike corporations, a nonprofit exists to serve a mission, yet it must conduct itself much like a for-profit business if
it is to stay funded and afloat. Nonprofits must manage their money more stringently than for-profit entities, and
therefore their bookkeeping needs are more complex than their profit-making counterparts. Some of the
bookkeeping issues that nonprofits need to address through QuickBooks include how to track in-kind contributions
and volunteer hours; how to reflect restricted funds as income; and how to record capital campaign inflows and
outflows. While these issues are somewhat easier to track with QuickBooks for Nonprofits, they can also be handled
with some modifications inside of QuickBooks Pro.

Tracking In-Kind Contributions

In addition to monetary donations, charities frequent receive trades for goods and services. Donors may also
purchase items on behalf of a nonprofit in lieu of giving them cash. In the previous examples, both types of in-kind
contributions would need to be accounted for at the retail value of the gift. Gibb cautions, however, “Nonprofits can
only record goods or services that they otherwise would have bought if not donated.”

In-kind contributions can be handled in QuickBooks Pro by adding a new income account called “In-Kind
Donations.”

Add a New Income Account

-/Add New Account _ |0 X
EFF Account Type |Income =]
Account Name |1 kind Donations Select from Examples |
I™" Subaccount of | =
r~ Optional
Description [ponations of goods and services ;I
=

Note |

Tax-Line Mapping |<Unassigned> v | How doI choose the right tax line?

Save & Close I Save & New Cancel
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The next step is a Journal Entry. The account drop down list is used to choose the appropriate account for the item
as if it was actually purchased. For example, GrowthForce client The Village Learning & Achievement Center (VLAC)
received a donation of entertainment equipment for its group home. The family making the donation provided
VLAC with the purchase receipt. That amount was then reflected in the Journal Entry:

Group home furnishings and equipment Cost $1295.00
In Kind Donations $1295.00

In cases where a receipt is not provided, the fair market value must be entered in the debit column, along with the
name of the donor and the appropriate class. On the second line, the account drop down list is used to choose “In-
Kind Contribution” and the same value of the contributed item is entered in the credit column.

'EE Make General Journal Entries !Em‘
@ previous [P Next @ Print... I @. Find Qb History m Reverse | Reports ~
Date |12.f31!2008 EI Entry Mo, Il [~ adjusting Entry
Account | Debit Credit | Memo | MName I Billable? | Class
Operations:Supplies 100.00 FMY 24 Cases of bottled water Nice Realtor - Administration 4|
In Kind Donations 100.00 |FMY 24 Cases of bottled water Administration _J

Matching Grants

Many corporations and foundations will match the funds donated by their employees or their subsidiaries.
Nonprofits need to keep track of these donations to be able to apply for matching funds. To account for matching
funds in QuickBooks Pro, sales forms must be customized by renaming “Ship Via” to “Match For.”

Additional Customization

Selected Template
Matching Contributions I~ Template is inactive ‘

Header | Columns | Footer | it |

Screen  Print  Title

Default Title WV v ISaIes Receipt
Date IDate

Sale Number ISaIe No.

Sold To Isold To

Ship To |Ship To
Check Number ICheck Mo.
Payment Method |Payment Method
Due Date IDue Date
REP Rep
IAccount #
|Ship Date
IMatch For

FOB
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Ship Via

FOB
Project{Job
Other
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Then the grant name must be entered under “Shipping Method," along with the amount needed for matching funds.

- -New Shipping Method — EY'
0K

Shipping Method —l
| Gates ($50,000) Cancel I
[}3 Mext I

Method is
inactive

When the donation is recorded using the proper sales form, the Profit and Loss (P & L) report can be filtered by
“Shipping Method” to provide a Matching Grants P & L. Then, the report can be memorized in QuickBooks for quick
access. In the following example, the P & L Net Income line is the amount that the Nonprofit can apply for matching
funds.

My Nonprofit
Matching Grants 2015
January through December 2015

< Gates ($50,000) < Ho shippi thod < TOTAL °
Ordinary Income /Expense
Income
Direct Public Support 10,000.00 0.00 10,000.00
In Kind Donations ) 0.00 4 100.00 100.00
Total Income 10,000.00 100.00 10,100.00
Expense
Operations 0.00 100.00 100.00
Total Expense 0.00 100.00 100.00
Het Ordinary Income 10,000.00 _ 000 10,000.00

Het Income 10,000.00 0.00 10,000.00

Restricted Funds

Another common bookkeeping practice for nonprofits is the management of restricted funding. A restricted fund is
one in which a grant's donation is limited to a specific purpose. One example is when a grantor donates the funds
and then requests a detailed report on how the money was spent. Another case is when the grant is given only after
the money is spent and a reimbursement is requested.
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In either case, QuickBooks tracking and procedures are the same. In QuickBooks Pro, restricted grants should be
set up as a “Customer Type.” Then the grantor is set up as a customer with a “Restricted Grant” type in the customer

type field.

Add Restricted Grants as a “Customer Type”

« New Customer Type

Customer Iype'lRestricted Grants 0K |

- §ubt;§e of Cancel |

| [ uextl

Customer
type is
inactive

Set up grantor as a customer with a restricted grant as the “Customer Type”

Customer Name  [we Love Kids Foundation

) How do I determine
Opening Balance I as of IDZIZ‘HZUW EI the opening balance?

Address Info | Additional lnro] Payment Info ] Job Info |

Categorizing and Defaults —— Price Level | L'
1z - Custom Fields
|Restricted Grants | ‘

“When a nonprofit's QuickBooks file is set up with their needs in mind, it makes the information more accessible and
serves to simplify the audit work,” explains GrowthForce Accounting Manager Jennifer Brown. “Fo r instance,
nonprofits must be able to track the release of restricted assets versus unrestricted.”

An example is when The Village Learning & Achievement Center (VLAC) received a $150,000 grant from the Houston
Endowment Fund. The donation was restricted to the purchase of land. Houston Endowment required the VLAC to

provide a report on how the money was spent.

“In the past, we couldn't tell how much we had left in restricted accounts,” shared VLAC CEO Kim Brusatori.
“GrowthForce revamped all the books and set up a whole new system for us. Now, the information is readily available
when we need to write reports, prepare for a board meeting or submit a grant request.”
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In QuickBooks Pro, a Restricted Funds P & L can be obtained when filtered by customer type. The report reflects the
funds received and how they were disbursed. A loss shows the amount of funds to submit for reimbursement for
that type of grant. The summary report also shows the total Restricted Funds received, the amounts spent and the
balance in Restricted Funds that should go on the balance sheet.

My Nonprofit
Restricted Funds 2015
January through December 2015

cash basis

< Do Good Founda... ¢ United Way < We Love Kids Fo... ¢ TOTAL kS

Ordinary Income Expense
Income

Indirect Public Support 25,000.00 245000 7,000.00 34,450.00

Total Income » 25,000.00 4 245000 7,000.00 34,450.00
Expense

Contract Services 4,700.00 1,200.00 2,800.00 §,700.00

Facilities and Equipment 750.00 750.00 0.00 1,500.00

Operations 0.00 500.00 500.00 1,000.00

Payroll Expenses 0.00 0.00 4,200.00 4,200.00

Total Expense 5450.00 245000 7,500.00 15,400.00

Het Ordinary Income 19,550.00 0.00 -500.00 19,050.00

Het Income 19,550.00 0.00 -500.00 19,050.00

Capital Campaigns

When a nonprofit launches a capital campaign to raise funds for a new building or expansion, the agency tracks the
donations on the P&L as income and expenses as negative income so the balance is the net in the capital campaign
fund. If the campaign lasts more than a year, the nonprofit must make adjusting entries to the balance sheet at the

end of the year.

When using QuickBooks Pro, use the following strategy to keep track of capital campaign contributions and
expenditures:

e Set up Class - “Capital Campaign” or “Designated Project”

e Set up Accounts - Other Income accounts named “Capital Campaign Income” and “Capital Campaign
Expense” with appropriate sub-accounts

e Setup Items - point to Other Income accounts

e Recording Pledges - Customize invoice form, use class and appropriate items
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* Recording Contributions - Customize sales receipt, use class and appropriate items
* Recording Expenses - Enter bills or write checks using “Capital Campaign Expense” account

*  Year End Adjustment - Create a new “Fixed Asset Account” for the capital asset; create a new “Other Income
Account” (Capitalized Costs) as a sub account of “Capital Campaign Expense;” make a journal entry to

transfer costs to asset account.

Reporting Volunteer Hours

While not all charities have a system in place to track volunteer hours, in many cases, volunteer services may have a
payoff for either the charity, the volunteer or both. For example, some schools offset tuition based on volunteer
hours, and some corporations match funds based on their employees’ volunteer time. In addition, some granting
agencies want to know the number of volunteer hours that have been used in executing the programs of the charity.
In each of these scenarios, tracking volunteer hours becomes an important task. VLAC, for example, trades an
attorney’s time for tuition. The time shows up as an expense on the P&L as if the services were purchased.

To follow proper accounting procedures, volunteer service should be treated as a Vendor and the labor value should
be reflected in a Journal Entry as discussed under In-Kind Contributions.

When using QuickBooks Pro, follow these steps to track volunteer hours:

Create a “Vendor Type” for volunteers

Vendor Type |volunteer] oK |
N

™ subtype of 83 Cancel |

I LI Mext |

Vendor type is
r inactive

Add name to “Vendors” list

J Yendors ] Transactions ] ‘

View |Active vendors | - |

MName I Balance Total
VOL - Johnny B Goode 0.00
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Create service items

New Item

Type

IService &

fees.

Use for services you charge for or purchase, like
specialized labor, consulting hours, or professional

0K

Cancel

Item Name/MNumber I~ subitem of

Next

Custom Fields

|VOL - Fundraising

[

i

Spelling

r Unit of Measure

Enable... I

I~ This service is used in assemblies or is performed by a subcontractor or partner

™ Item is inactive

Description

Rate

Account

0.00

How can I set rates by customers or employees?

Enter time through weekly timesheet

ime/Enter Single Activity

@ previous [ next [ Speling [] Timeshest 9 Learn about Online Timesheets. ..

Date 12/29/2008 2
Name VYOL - Johnny B Goode v

Customer:Job b

Not Billed
I Eillable

Service Item YOL - Fundraising - Class Administration v
Duration Notes
Stuffed envelopes for year end
3.25 statements
Start I Stop I Pause I
Save & Close | Save & New Clear

Create a Volunteer Time Report

i Time by Name

Memorize

vide Header |_Expand

=] sort By [Default

VOL - Johnny B Goode
VOL - Little Miss Sunshine
Total

Dates |PEIETRICTENN ~ | From |01/01/2006 8] To [12/31j2008 8] Columns |Totalonly

My Nonprofit

Time by Name
January through December 2015
Jan - Dec 15

315
10:00
1315
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Board Reporting

Both QuickBooks Pro and non-profit editions can provide memorized reports for non-profits’ board of directors.
“GrowthForce provides monthly reports to our board of directors and finance committee,” states VLAC Finance
Manager Moist. “They are invaluable tools for our leadership to use to manage the organization like a true business.”

Some of the most common management reports that are provided to board of directors (BOD) and executive
directors (ED) are:

1. Budget vs. Actual for month and YTD BOD
Income & Expense by program BOD/ED
Income & Expense by Month BOD
Statement of Financial Position BOD
Pledges Outstanding BOD/ED

Bills Payable BOD/ED
Disbursements/Month BOD/ED

N o vk W

Follow these steps to create a memorized report group in QuickBooks Pro for each reporting entity:

Add a group

BfNew Memorized Report Group !E m

0K | Cancel |

Pull up standard reports but add columns, filter by “Class,” “Customer Type,” and “Vendor Type,”
and “Shipping Method” as necessary.

[EAProfit & Loss Budgot P o

Mooy Report...

Doos [itonth =] Fron [12/01/2012 B o [12312012 B] Colangs [iotslorty =] sty [ostadt =
We Care Community Foundation
Profit & Loss Budget Performance
Accruol Basis. Docember 2012
< bects - budget _+ Jan-Deci2 - VIDbudget - Annusl Budget + o

(000D 129000 10270000 WE000 98300000
100000 4 sgeses  4mss  He0OmD 11800000
0o 000 W00 2900000 2900000
000 000 000
0000 281685 11041255 143400000 113400000
so0000 “ao87 so0000 s00000 0000
000 :EHH k00 @00 20701900
000 ases W00 40000 4330000
785950 651685 o1BR @I 8300
315000 sxmes ssssma s000 5370000
000 e 453800 33000 350000
000 o155 385000 sa0000 40000
9500 w03 640000 500000 s00000
15000 00 15000 000 000
iogeas)  mEmw  eass B8 4559900
Asasy (87BN WML BTHN  STANW
0o 0w s000) 0o 0w
000 000 t000) 000 000
050 Bsm887 0 w00 e
000 Qs 000 000 000

oo (@) o0 oo o
000 ome2s 0w mowm G000
000 (806625 00 GO0 (00000,
gsseasn  @aasis) e SN0 St
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Memorize the report and save in Memorized Report Group:

%Memorize Report m

Mame: IProfit & Loss Budget Performance

[V save in Memorized Report Group: [BOD |
114 | Cancel I
Run report group when necessary:
Process Multiple Reports m
Select Memorized Reports From [BOD |

Choose the reports to process, then press Display or Print.

J | Report Date Range From To

 |Cash disbursements For Month Custom 11/01j2012 11/30/2012 |4
 |Pledges Receivable Today 12/15f2012 12152012 _|
 |Profit & Loss Budaget Performance This Month 12f01j2012 12131/2012

& |Profit & Loss by Program This Fiscal Year-to-date 01/01/2012 12/15/2012

summary

Whether a nonprofit uses QuickBooks Pro or QuickBooks Premier for Nonprofits, a bookkeeping system can be
designed with the unique needs and terminology the agency requires. With thoughtful modifications to the
QuickBooks file, the otherwise complicated accounting needs of a nonprofit agency can be achieved for the various
roles and purposes throughout the organization.

If you would like more information on how GrowthForce Cloud based Bookkeeping, Management Accounting and
Controller Services can help you design QuickBooks Pro to accommodate your nonprofit needs, contact
info@growthforce.com or call us at 281-358-2007. GrowthForce would be happy to review your current processes,
make recommendations, and share how our outsourced bookkeeping services can improve your nonprofit financial

reporting.

Find out how GrowthForce can help your organization put the power in your numbers.

Call today to set up a 20-minute financial management consultation.
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