
NONPROFIT FINANCIAL REPORTING AND 
SYSTEM DESIGN 
Prepared For: Elevate Youth California funded partners 



Disclaimer 
• Elevate Youth California (EYC) is a program of the California  

Department of Health Care Services (DHCS) funded through  
Proposition 64 California Cannabis Tax Fund, Allocation 3,  
YEPEITA. Sierra Health Foundation: Center for Health Program  
Management (The Center) is contracted to support the  
implementation of EYC. This statewide program provides  
funding and technical assistance for organizations that are  
developing or increasing community substance use disorder  
(SUD) prevention, outreach, and education focused on youth. 
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WHO WE ARE 

EXPERIENCED PROFESSIONALS 

We have over three decades of  

experience building stronger nonprofits. 

SPECIALIZED SOLUTIONS 

We create flexible financial management  

plans and accounting solutions based on  

clients’ unique needs. 

AWARD-WINNING FIRM 

We are recognized as a “Best Place to  

Work" and a “Top 100 Firm.” 

A TRUSTED PARTNER 

We serve clients nationwide through our  

regional offices and remote services. 



LEARNING 
OBJECTIVES 

1 Examine key elements of nonprofit  
financial reporting design. 

2 Identify system design best practices  
for efficiency and effectiveness. 

3 Recognize common nonprofit system  
design mistakes and apply solutions  
to improve data management and  
reporting. 
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NONPROFIT ACCOUNTING SYSTEM 
DESIGN OVERVIEW 
Setting Up for Success 



INTRODUCTION 
Nonprofit Accounting System 

The Board 

Funders Regulatory  
Agencies 

Stakeholders 



POLL QUESTION #1 

In your opinion, it is  
most difficult to  
prepare financial  

reports for which of  
the following  
stakeholders? 

a) The Board 

b) Funders 

c) Regulatory Agencies 

d) Auditors 

e) General Public 

f) All of the above 



NONPROFIT SYSTEM DESIGN 

• Any organization’s finances are  
made up of three essential parts. 

• Effective use of an accounting  
system will help you track this  
information in three dedicated  
places. 

• This becomes the foundation for  
efficient reporting. 



NONPROFIT SYSTEM DESIGN 
Think of your organization  
like a delivery service... 

Your Vehicle 

Dimension 1:  
Account 
(Chart of  

Accounts) 

Your Map 

Dimension 2: 
Class 

(Functional  
expense) 

Your Funding 

Dimension 3: 
Customer 
(Funder) 



NONPROFIT SYSTEM DESIGN 

Account 

Answers: What is the type of activity? 
Found on: Your standard financial statements. 
Used by: Finance staff, leadership, board members, and 
auditors to organize and track financial transactions. 
Example: 

4000 Income 
4100 Grant Income 
4200 Contributions Income 
4300 Membership Income 

5000 Expense 
5100 Personnel Expense 

5101 Wage Expense 
5102 Benefits Expense 

5200 Program Supplies 
5300 Office Expense 



NONPROFIT SYSTEM DESIGN 

Class 

Answers: What is the PURPOSE of the activity? 
Found on: P&L by Class and Form 990 Statement of 
Functional Expenses. 
Used by: Management and department leaders to 
understand program activity, and by preparers of the Form  
990. 
Example: 

Programs 
County Childcare  
Residential Rehab  
Afterschool Jumpstart 

Fundraising 
Fall Fundraiser 
Winter Gala 
Corporate Campaign

General & Admin 
Salaries 
Rent 
Office Expense 

Class



DESIGN WITH THE END IN MIND 
On the IRS Form 990,  
expenses are reported  
by function. 



NONPROFIT SYSTEM DESIGN 

Customer 
(Funder) 

Answers: Who FUNDS your activity? 
Found on: P&L by Customer (Funder). 
Used by: Finance staff, management, program leaders,  
development staff, and funders to report how funds are used  
for designated purposes. 
Example:  

Smith Foundation 
Math Grant 2026 

Bucks County 
Expansion Contract 2025-26 
Afterschool Contract 2025-26 

Individual Donors 
Sally and John Smith 

Customer
(Funder)



NONPROFIT SYSTEM DESIGN - OVERVIEW 
Your Vehicle 

Account 

what type? 

The financial makeup  
of your organization. 

The accounts that  
make up your chart of  
accounts. 

Your Map 

Class 

 what purpose? 
What your  
organization  
accomplishes with its  
resources. 

The programs and
activities that  
support your mission. 

Your Funding 

Customer/Funder 

who funds it? 
 the customers, 
funders, or  
beneficiaries who  
keep your  
organization going. 



POLL QUESTION #2 

What struggles  
have you faced with  

funding your  
organization? 

a) Map zig zags: We’ll take any funding, even if  
its requirements spread us thin. It's hard to  
manage. 

b) Funding for only part of the trip: We have  
funding for certain programmatic expenses,  
but it doesn’t cover other costs (admin and  
fundraising). It's hard to cover all our  
expenses. 

c) “Who’s funding what?”: Our system is so  
disorganized, it's hard to even know what  
expenses go with what grant! 

d) Well-oiled machine: We’re doing great. 
We’ve figured this out! 



FUNDRAISING LESSON 

• The temptation: Accepting  
well-funded opportunities that  
are not mission-aligned. 

• The impact: 

• Restrictions may push you  
outside your mission and  
expertise, stretching your team  
thin. 

• Funding may not cover the true  
cost of running your organization. 



HOW EFFECTIVE SYSTEM DESIGN CAN HELP 

Answer questions and make 

meaningful decisions. 

Add efficiencies to your workflow and 

spend more time on your mission. 
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DESIGN MISTAKES & SOLUTIONS 
What not to do, what to do 



POLL QUESTION #3 

How easy is it for you  
to prepare accurate  

and meaningful  
financial reports for  

your different  
audiences? 

a) It’s not easy at all. 

b) It’s not bad, but I’d like it to  
be easier. 

c) It’s a piece of cake. 

d) It’s a mixture of all of the  
above. 



EFFECTIVE SYSTEM DESIGN 

Clarity and separation makes all the difference. 

Chart of Accounts 

Class Customer  
(Funder) 



SYSTEM DESIGN FATAL FLAW 



POOR SYSTEM DESIGN IN ACTION 

In this example,  
accounts were added  
 every time there was a  

new program. 



POOR SYSTEM DESIGN IN ACTION 

Don’t use separate  
accounts for each grant, as  

in this example. 

Who funds your organization 
are customers and funders, not 

accounts. 

!



POOR SYSTEM DESIGN IN ACTION 

Don't duplicate an account  
every time there’s a new  

program, as in this example. 

Use classes, not 
accounts, to track the 

purpose of your expenses. 

!



Transformed  
System 

Use only one 
account (e.g., 5101  
Wages) for each  

activity type. 

Use Classes to  
track programs and  

activities. This  
forms the basis for  

functional  
reporting. 

Total remains the  
same. 



Transformed  
System 

Here, a single  
account—4101  

Grants—is used to  
capture all grant  
revenue, while  
activity detail is  

tracked using the  
Customer filter. 

This report is filtered by  
Customer to show the  

specific activity funded,  
by purpose (activity)  

and account type  
(revenue and expense). 

The total includes activity for  
this funder only. 



COMMON SIGNS YOUR SYSTEM NEEDS WORK 

•
You have specific grant names in your income 
accounts. 
Instead, have generic income account names, and place your 
grant information in the      dimension. 

• You currently have duplicate expense accounts 
for the same expense across different programs. 
Instead, use one expense account per expense type (e.g., wages  
or supplies), and track the program purpose (Program A, Program 
B) using the    dimension. 

• You use excel formulas to build your reports. 
Instead, set up your accounting system to deliver the reports you  
need—using built-in tools like Classes and Customers. 

X

X

X



BIG IDEA 
Give your dimensions separate jobs. 

Chart of Accounts = 
type of activity 

Class = 
purpose of activity 

Customer / Funder = 
WHO FUNDS the activity 



POLL QUESTION #4 

How well-organized is  
your accounting  

system? 

a) Our system dimensions are  
blended together like a  
smoothie. 

b) The system needs a little  
work. 

c) Our system is simple, so it’s  
easy to stay organized. 

d) Our system is complex, but  
we’re set up correctly. 



BENEFITS OF A WELL-DESIGNED SYSTEM 

What you can do when  
your system is set up  

correctly: 
• Run reports easily, without  

significant manual  
manipulation. 

• Deliver information tailored to  
your audience. 

• Automate workflows, reducing  
time spent on tracking and  
cleanup. 



AUTOMATED REPORTS 

Example report: Here is 
a standard income  
statement available in  
QuickBooks Online. 



AUTOMATED REPORTS 
Example: Create custom reports in QuickBooks Online by selecting 
how you want the report displayed. 



AUTOMATED REPORTS 
Example: Filter by Customer to view activity for a specific funder. 



AUTOMATED REPORTS 
Example: View activity for multiple funders by displaying columns by 
Customer. 



Here is another example  
of a custom report in  
QuickBooks Online. 



DATA VISUALIZATION EXAMPLE 

Example: Data from your  
accounting system can easily  
be used to create graphics for  
nonprofit leadership. 



BENEFITS OF A WELL-DESIGNED SYSTEM 
Automation helps us work efficiently,  
but it doesn’t mean auto-pilot! 

Ways automation supports your work: 

• Allocating costs across programs and funders 

• Building budgets and forecasts 

• Generating funder reports 

Automation supports these tasks—but only when systems  
are designed intentionally. 



POLL QUESTION #5 

Which of the following  
best describes your  

approach to  
automation in  

accounting processes? 

a) Fully automated 

b) Partially automated 

c) Mostly manual 

d) No automation yet 



CONTACT US 

hello@yptc.com

844.358.4023 

www.yptc.com

mailto:hello@yptc.com
http://www.yptc.com
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