
QuickBooks Online -  

A Guide for Nonprofits 
Introduction 

QuickBooks Online is a powerful accounting software designed to meet the unique needs of 
nonprofit organizations. It provides tools that help nonprofits manage their finances efficiently, 
ensuring transparency and accountability. This guide aims to equip nonprofit organizations with 
the knowledge and skills necessary to leverage QuickBooks Online effectively. By 
understanding its features and functionalities, nonprofits can streamline their financial 
management processes, allowing them to focus more on their mission and less on 
bookkeeping. 

Chapter 1: Setting Up QuickBooks Online for Nonprofits 

1.1 Getting Started 

To begin using QuickBooks Online, nonprofits must first create an account. This involves 
selecting the appropriate subscription plan that aligns with the organization's size and financial 
needs. Nonprofits can often access discounted rates through organizations like TechSoup, 
which specializes in providing software at reduced prices for charitable organizations. 

Example: A small nonprofit with an annual budget of $ 50,000 may choose the Simple Start 
plan, while a larger organization with multiple funding sources might opt for the Plus plan to 
accommodate more complex needs. 

Pitfall: Nonprofits sometimes select a plan that does not meet their needs, leading to limitations 
in tracking donations or generating reports. 

Resolution: Before finalizing the subscription, nonprofits should assess their current and future 
needs, considering factors like the number of users and required features. 

1.2 Choosing the Right Company Type 

When setting up the account, it is crucial to select the correct company type. Nonprofits should 
indicate their status as a nonprofit organization, which will tailor the software's features to better 



suit their needs. This includes options for tracking donations, grants, and other income sources 
specific to nonprofit operations. 

Example: By selecting "Nonprofit" as the company type, organizations can access specialized 
reports that focus on fundraising and grant management. 

Pitfall: Failing to select the nonprofit option can result in missing out on essential features 
tailored for nonprofit accounting. 

Resolution: Double-check the company type during setup and consult QuickBooks support if 
unsure about the implications of the selection. 

1.3 Fiscal Year and Tax Form 

Another important step in the setup process is defining the fiscal year and selecting the 
appropriate tax form. Nonprofits must ensure that their accounting practices align with their 
reporting requirements, which can vary based on their location and type of organization. 

Example: A nonprofit operating on a calendar year should set their fiscal year from January 1 to 
December 31, while others may have different fiscal year-end dates based on their funding 
cycles. 

Pitfall: Incorrectly setting the fiscal year can lead to discrepancies in financial reporting and tax 
filings. 

Resolution: Review the organization’s bylaws or consult with a financial advisor to confirm the 
correct fiscal year and tax form. 

1.4 Chart of Accounts 

Setting up a clean and organized chart of accounts is essential for effective bookkeeping. 
Nonprofits should categorize their income and expenses in a way that reflects their operational 
structure. This organization will facilitate easier tracking of funds and reporting, ensuring that 
financial statements accurately represent the organization's financial health. 

Example: A nonprofit might create separate accounts for different funding sources, such as 
grants, donations, and fundraising events, allowing for detailed tracking of income. 

Pitfall: Overcomplicating the chart of accounts with too many categories can lead to confusion 
and make reporting cumbersome. 

Resolution: Keep the chart of accounts simple and relevant, regularly reviewing it to ensure it 
meets the organization’s needs without unnecessary complexity. 



1.5 Budgeting and Financial Goals 

QuickBooks Online allows nonprofits to align their budgeting with their organizational goals. By 
setting up budgets within the software, nonprofits can monitor their financial performance 
against their objectives, making it easier to adjust strategies as needed. 

Example: A nonprofit can set a budget for its annual fundraising campaign, tracking actual 
income against the budgeted amount to assess performance. 

Pitfall: Not regularly updating the budget can lead to misalignment with actual financial 
performance. 

Resolution: Schedule regular budget reviews (e.g., quarterly) to adjust for any changes in 
funding or expenses. 

1.6 Integrating Tools 

To enhance functionality, nonprofits can integrate various tools with QuickBooks Online. This 
may include donation tracking systems, grant management software, and reporting tools that 
provide insights into financial performance. These integrations can streamline processes and 
improve overall efficiency. 

Example: Integrating a donation platform like Donorbox with QuickBooks can automate the 
entry of donation data, reducing manual errors. 

Pitfall: Not utilizing integrations can lead to duplicated efforts and increased chances of errors in 
data entry. 

Resolution: Research and implement integrations that align with the organization’s existing tools 
and workflows to maximize efficiency. 

Conclusion of Chapter 1 

By following these initial steps, nonprofits can set up QuickBooks Online in a way that supports 
their unique financial management needs. The subsequent chapters will delve deeper into 
specific features and best practices for using QuickBooks Online effectively, ensuring that 
nonprofits can maximize their impact while maintaining sound financial practices. 

 



Chapter 2: Expense Management 
Effective expense management is crucial for nonprofit organizations to ensure that funds are 
utilized efficiently and align with their mission. This chapter provides detailed steps on how to 
manage expenses in QuickBooks Online, along with examples, common pitfalls, and their 
resolutions. 

2.1 Entering Expenses 
To record expenses accurately in QuickBooks Online: 

●​ Click on the Expenses tab. 
●​ Select New Transaction. 
●​ Choose Expense from the dropdown menu. 
●​ Fill in vendor details (name, email) and select the appropriate expense category. 
●​ Enter the amount of the expense and add any relevant notes or attachments (e.g., 

receipts). 
●​ Save the transaction. 

Common Pitfall: Misclassifying Expense Categories​
Resolution: Review your chart of accounts regularly and ensure that each expense is 
categorized correctly. Consider creating specific categories for different types of expenses (e.g., 
operational costs, program costs). 
Example Scenario: Monthly Office Supplies Purchase​
A nonprofit spends $ 200 monthly on office supplies. By entering this expense in QuickBooks 
Online under “Office Supplies,” they can track spending accurately. 

2.2 Tracking Recurring Expenses 
For managing recurring expenses effectively: 

●​ Go to the Gear icon > Recurring Transactions. 
●​ Click on New, then select Expense. 
●​ Set up details such as frequency (monthly, quarterly), amount, and category. 
●​ Save the recurring transaction. 

Common Pitfall: Overlooking Recurring Payments​
Resolution: Set reminders in QuickBooks to alert you before a payment is due. Regularly review 
recurring transactions to ensure they are still necessary. 

2.3 Allocating Costs to Programs 
To allocate costs accurately: 

●​ Use classes or tags within QuickBooks Online to differentiate between various programs 
or projects. 

●​ When entering an expense, select the appropriate class that corresponds with each 
program. 

Common Pitfall: Inaccurate Cost Allocation​
Resolution: Conduct regular audits of allocated expenses against actual expenditures. Adjust 
allocations as necessary based on program needs and financial reporting requirements. 



2.4 Example Setup for Expense Management 
1.​ Creating Expense Accounts: 

●​ Navigate to the Accounting tab and select Chart of Accounts. 
●​ Click on New, choose Expense, and create accounts like: 

●​ Office Supplies 
●​ Program Costs 
●​ Marketing Expenses 
●​ Travel Expenses 

2.​ Setting Up Classes or Locations (Optional): 
●​ Go to Gear icon > Account and Settings > Advanced. 
●​ Enable classes or locations for better tracking of program-related expenses. 

3.​ Generating Reports for Expense Tracking 
●​ Utilize QuickBooks’ reporting tools to generate reports that show total expenses 

by category or program over time. 

2.5 Common Reporting Pitfalls 
●​ Pitfall: Difficulty Understanding Report Data Resolution: Utilize QuickBooks Online's help 

resources or consult with a financial advisor for report interpretation when needed. 
●​ Pitfall: Missing Documentation for Expenses Resolution: Attach digital copies of receipts 

directly within QuickBooks when recording transactions to maintain accurate records for 
future audits. 

Conclusion of Chapter 2 
By implementing these strategies within QuickBooks Online, nonprofits can effectively manage 
their expenses while ensuring compliance with accounting standards and enhancing overall 
financial transparency. 

 



QuickBooks Online Guide for Nonprofits - 
Chapter 3 

Overview 

Chapter 3 of the QuickBooks Online Guide for Nonprofits provides an in-depth exploration of 
functionalities and features tailored specifically for nonprofit organizations. Building on the 
foundational knowledge established in Chapter 2, this chapter focuses on practical applications, 
advanced features, and essential processes that can enhance financial management for 
nonprofits. 

Key Topics 

This chapter includes the following areas of focus: 

1. Setting Up Nonprofit Accounts 

●​ Detailed instructions on how to set up accounts that cater to the unique needs of 
nonprofit organizations. 

●​ Guidance on categorizing income and expenses to ensure compliance with nonprofit 
accounting standards. 

2. Fund Accounting 

●​ Explanation of fund accounting principles and how they apply to nonprofits. 
●​ Instructions on how to track restricted and unrestricted funds within QuickBooks. 

3. Creating Bills 

●​ Overview: Creating bills in QuickBooks is essential for tracking expenses and managing 
accounts payable. 

●​ Steps to Create a Bill: 
○​ Navigate to the "Expenses" tab and select "Vendors." 
○​ Click on "Create Bill." 
○​ Fill in the vendor information, including the date, bill number, and amount. 
○​ Categorize the expenses by selecting the appropriate account. 
○​ Save the bill. 

●​ Example: If your nonprofit receives a bill for office supplies from a vendor, you would 
enter the vendor's name, the date of the bill, and the total amount spent on supplies. 

●​ Common Pitfalls: 



○​ Missing Vendor Information: Ensure all vendor details are complete to avoid 
issues with payment processing. 

■​ Resolution: Double-check vendor profiles and update any missing 
information before creating a bill. 

○​ Incorrect Account Categorization: Misclassifying expenses can lead to inaccurate 
financial reports. 

■​ Resolution: Review the chart of accounts and ensure the correct 
categories are selected. 

4. Paying Bills 

●​ Overview: Paying bills promptly is crucial for maintaining good vendor relationships and 
managing cash flow. 

●​ Steps to Pay a Bill: 
○​ Go to the "Expenses" tab and select "Vendors." 
○​ Find the bill you wish to pay and click on it. 
○​ Select "Pay Bill" and choose the payment method. 
○​ Confirm the payment details and save. 

●​ Example: If your nonprofit is paying a utility bill, you would locate the bill in QuickBooks, 
select the payment method (e.g., bank transfer), and confirm the payment. 

●​ Common Pitfalls: 
○​ Overlooking Due Dates: Failing to pay bills on time can result in late fees. 

■​ Resolution: Set reminders in QuickBooks for upcoming due dates to 
ensure timely payments. 

○​ Double Payments: Accidentally paying the same bill twice can disrupt cash flow. 
■​ Resolution: Regularly review paid bills and reconcile them with bank 

statements to avoid duplicates. 

5. Vendor Management 

●​ Overview: Effective vendor management is essential for maintaining relationships and 
ensuring accurate financial records. 

●​ Steps for Managing Vendors: 
○​ Navigate to the "Expenses" tab and select "Vendors." 
○​ Click on "New Vendor" to add a new vendor or select an existing vendor to edit 

their information. 
○​ Update contact details, payment terms, and tax information as necessary. 

●​ Example: If your nonprofit starts working with a new catering service for events, you 
would create a new vendor profile with their contact information and payment terms. 

●​ Common Pitfalls: 
○​ Incomplete Vendor Profiles: Missing information can lead to payment delays. 

■​ Resolution: Ensure all fields are filled out when creating or updating 
vendor profiles. 



○​ Ignoring Vendor Communication: Not keeping track of vendor communications 
can lead to misunderstandings. 

■​ Resolution: Use notes in the vendor profile to document important 
communications and agreements. 

6. Reporting Features 

●​ Overview of the reporting capabilities of QuickBooks Online, including how to generate 
financial statements that meet nonprofit reporting requirements. 

●​ Tips on customizing reports to reflect the specific needs of the organization. 

7. Budgeting and Forecasting 

●​ Guidance on how to create budgets within QuickBooks and track performance against 
those budgets. 

●​ Techniques for forecasting future financial performance based on historical data. 

8. Best Practices 

●​ Recommendations for maintaining accurate financial records and ensuring compliance 
with regulatory requirements. 

●​ Tips for training staff and volunteers on using QuickBooks effectively. 

Conclusion 

Chapter 3 is an essential resource for nonprofit organizations looking to leverage QuickBooks 
Online for better financial management. By understanding the specific features and 
functionalities available, nonprofits can enhance their operational efficiency and ensure they are 
meeting their financial reporting obligations. 

For further reading and resources, you may want to explore additional guides and articles on 
QuickBooks for nonprofits, such as those provided by Jitasa and Clergy Financial Resources, 
which offer insights into setting up and using QuickBooks effectively in a nonprofit context. 

 



QuickBooks Online Guide for Nonprofits - 
Chapter 4 

Overview 

Chapter 4 of the QuickBooks Online Guide for Nonprofits focuses on managing suppliers and 
expenses, setting up sales tax, and preparing Form 990. This chapter is crucial for nonprofit 
organizations as it helps them track their financial transactions effectively, ensuring that they 
maintain transparency and accountability in their financial dealings. 

Key Topics Covered 

Suppliers and Expenses 

●​ Managing Suppliers: This section discusses how to add and manage supplier 
information within QuickBooks Online. This includes entering supplier details, tracking 
payments, and managing bills. 

○​ Example: To add a new supplier, navigate to the "Expenses" tab, select 
"Vendors," and click "New Vendor." Fill in the required fields such as name, 
email, and payment terms. 

○​ Common Pitfall: Failing to update supplier information can lead to payment 
errors. 

■​ Resolution: Regularly review and update supplier details to ensure 
accuracy. 

●​ Recording Expenses: Guidance is provided on how to record various types of expenses, 
including those related to operational costs and project-specific expenditures. 

○​ Example: To record an expense, go to the "New" button, select "Expense," and 
fill in the details such as the supplier, amount, and category. 

○​ Common Pitfall: Misclassifying expenses can distort financial reports. 
■​ Resolution: Use the correct categories and consult the chart of accounts if 

unsure. 

Setting Up Sales Tax 

●​ Understanding Sales Tax: Nonprofits may need to collect sales tax on certain 
transactions. Setting up sales tax in QuickBooks Online is essential for compliance. 

○​ Example: To set up sales tax, go to "Taxes," select "Sales Tax," and click "Set up 
sales tax." Follow the prompts to enter your location and tax rates. 

○​ Common Pitfall: Not updating sales tax rates when they change can lead to 
compliance issues. 



■​ Resolution: Regularly check local tax regulations and update rates in 
QuickBooks as necessary. 

●​ Recording Sales Tax on Transactions: When recording sales, ensure that sales tax is 
applied correctly. 

○​ Example: When creating an invoice, select the appropriate sales tax rate from the 
dropdown menu to ensure it is included in the total. 

○​ Common Pitfall: Forgetting to apply sales tax can result in under-collecting. 
■​ Resolution: Always double-check the invoice before sending it to ensure 

sales tax is included. 

Preparing Form 990 

●​ Understanding Form 990: Form 990 is an annual information return that most tax-exempt 
organizations must file. It provides the IRS with information about the organization’s 
activities, governance, and financials. 

○​ Example: Gather financial statements, including income, expenses, and balance 
sheets, to prepare for Form 990 filing. 

○​ Common Pitfall: Missing deadlines for filing can result in penalties. 
■​ Resolution: Set reminders for filing deadlines and prepare documents well 

in advance. 
●​ Filling Out Form 990: QuickBooks can help streamline the process of gathering the 

necessary information for Form 990. 
○​ Example: Use QuickBooks reports to extract data for program service expenses, 

management, and fundraising expenses. 
○​ Common Pitfall: Inaccurate reporting of financial data can lead to discrepancies. 

■​ Resolution: Review all financial reports for accuracy before using them to 
complete Form 990. 

Payment Methods 

●​ The chapter outlines different payment methods available in QuickBooks, such as: 
○​ Cheques: Instructions on how to print cheques directly from QuickBooks. 
○​ Electronic Payments: Guidance on entering payments made through electronic 

funds transfer (EFT), Automated Clearing House (ACH), or other online payment 
methods. 

Bill Payment Process 

●​ A step-by-step process for selecting and paying bills is provided. This includes: 
1.​ Selecting the bills to pay from a list. 
2.​ Choosing the payment method. 
3.​ Confirming the payment details before finalizing the transaction. 



Additional Resources 

For further reading and resources, you may find the following links useful: 

●​ Track funds you receive from donors in QuickBooks Online 
●​ How to record donations or charitable contributions in QuickBooks Online 
●​ QB Online Chart of Accounts for Nonprofit 
●​ IRS Form 990 Instructions for 2024 

Conclusion 

Chapter 4 of the QuickBooks Online Guide for Nonprofits is essential for understanding how to 
manage suppliers and expenses effectively, set up sales tax, and prepare Form 990. By 
following the guidelines provided, nonprofit organizations can ensure that their financial records 
are accurate and up-to-date, which is vital for maintaining donor trust and compliance with 
financial regulations. 

 

https://quickbooks.intuit.com/learn-support/en-ca/help-article/order-supplies/track-funds-receive-donors-quickbooks-online/L2Qzzaymc_CA_en_CA
https://quickbooks.intuit.com/learn-support/en-ca/help-article/accounting-bookkeeping/record-donations-charitable-contributions/L1Z85Y1Ta_CA_en_CA
https://quickbooks.intuit.com/learn-support/en-us/reports-and-accounting/qb-online-chart-of-accounts-for-nonprofit-establishing-funds/00/181700
https://www.tax990.com/form-990-filing-instructions/


QuickBooks Online Guide for Nonprofits - 
Chapter 5 

Overview 

Chapter 5 of the QuickBooks Online Guide for Nonprofits focuses on essential company 
activities crucial for managing nonprofit organizations effectively. This chapter provides insights 
into how to utilize QuickBooks Online to track and manage various aspects of nonprofit 
operations, including setting up and running payroll, which is vital for ensuring staff and 
volunteer compensation is handled accurately. 

Key Topics Covered 

1. Property, Plant, and Equipment 

●​ Asset Management: The chapter discusses how to choose the appropriate asset type for 
property, plant, and equipment. 

●​ Depreciation Tracking: It emphasizes the importance of selecting the option to track 
depreciation for these assets, which is vital for accurate financial reporting. 

2. Financial Reporting 

●​ Generating Reports: The guide explains how to generate financial reports tailored for 
nonprofit organizations, ensuring compliance with accounting standards and donor 
requirements. 

3. Fund Accounting 

●​ Tracking Funds: The chapter highlights the significance of fund accounting in nonprofits, 
allowing organizations to track donations and expenditures by specific funds or projects. 

4. Integration with Other Software 

●​ CRM Integration: It discusses the integration of QuickBooks with Customer Relationship 
Management (CRM) software, which helps in managing donor relationships and tracking 
contributions seamlessly. 

 



5. Setting Up Payroll 

Setting up payroll in QuickBooks Online is a critical step for nonprofits to ensure that employees 
and volunteers are compensated correctly. Here’s how to do it: 

●​ Step-by-Step Setup: 
○​ Access Payroll Settings: Navigate to the 'Payroll' section in QuickBooks Online. 
○​ Choose Payroll Plan: Select a payroll plan that suits your organization’s needs 

(e.g., full-service payroll). 
○​ Enter Employee Information: Input details such as employee names, addresses, 

Social Security numbers, and pay rates. 
○​ Set Up Pay Schedules: Define how often employees will be paid (weekly, 

bi-weekly, monthly). 
○​ Configure Deductions and Contributions: Set up any necessary deductions (e.g., 

taxes, retirement contributions) and employer contributions. 
●​ Common Pitfalls: 

○​ Incomplete Employee Information: Ensure all employee details are accurate and 
complete to avoid payroll errors. 

■​ Resolution: Double-check entries and use QuickBooks’ validation tools to 
confirm accuracy. 

○​ Incorrect Pay Schedule: Setting the wrong pay frequency can lead to payment 
delays. 

■​ Resolution: Review and adjust the pay schedule settings before 
processing payroll. 

6. Running Payroll 

Once payroll is set up, running payroll is the next step. This process ensures that employees 
are paid accurately and on time. 

●​ Step-by-Step Process: 
○​ Select Payroll Date: Choose the date for the payroll run. 
○​ Review Employee Hours: Verify that all employee hours are recorded correctly. 
○​ Process Payroll: Click on the 'Run Payroll' button to calculate wages, taxes, and 

deductions. 
○​ Review Payroll Summary: Check the payroll summary for accuracy before 

finalizing. 
○​ Distribute Payments: Choose how employees will receive their payments (direct 

deposit, checks). 
●​ Common Pitfalls: 

○​ Missing Hours: Employees may forget to submit their hours, leading to 
underpayment. 

■​ Resolution: Set reminders for employees to submit their hours before 
payroll processing. 



○​ Errors in Tax Calculations: Incorrect tax settings can lead to compliance issues. 
■​ Resolution: Regularly review tax settings and consult with a tax 

professional to ensure compliance. 

7. Best Practices 

●​ Record Keeping: The chapter provides best practices for record-keeping, ensuring that 
all financial transactions are documented accurately for audits and reporting purposes. 

Conclusion 

Chapter 5 of the QuickBooks Online Guide for Nonprofits is a comprehensive resource for 
nonprofit organizations looking to enhance their financial management practices, particularly in 
payroll management. By following the guidelines and utilizing the features of QuickBooks 
Online, nonprofits can ensure better accountability and transparency in their financial 
operations. 

For further details, you may refer to the specific sections of the guide or consult additional 
resources on QuickBooks Online tailored for nonprofits. 

 



QuickBooks Online Guide for Nonprofits - 
Chapter 6 

Overview 

Chapter 6 of the QuickBooks Online Guide for Nonprofits delves into advanced features and 
functionalities that can significantly enhance the accounting processes for nonprofit 
organizations. This chapter is essential for users who have mastered the basics and are eager 
to optimize their use of QuickBooks Online. 

Key Topics Covered 

1. Advanced Reporting 

Custom Reports 

●​ Creating Tailored Reports: Learn how to create custom reports that cater to the specific 
needs of your nonprofit. This includes filtering data by various parameters such as date 
ranges, categories, and donor types. 

○​ Example: If your nonprofit wants to analyze donations received in the last quarter, 
you can create a custom report that filters donations by date and donor type. 

○​ Common Pitfall: Users often forget to save their custom report settings, leading to 
the need to recreate reports each time. 

■​ Resolution: Always click the "Save Custom Report" option after making 
adjustments to ensure your settings are preserved for future use. 

Generating Financial Statements 

●​ Understanding Financial Statements: Learn how to generate and interpret key financial 
statements, including the Statement of Activities and the Statement of Financial Position. 

○​ Example: To generate a Statement of Activities, navigate to the Reports section, 
select "Profit and Loss," and customize the date range to reflect your fiscal year. 

○​ Common Pitfall: Users may overlook the importance of selecting the correct date 
range, resulting in incomplete or misleading financial data. 

■​ Resolution: Double-check the date range before generating the report to 
ensure it aligns with your reporting needs. 

 



2. Budgeting and Forecasting 

●​ Setting Budgets: Step-by-step instructions on how to set up budgets within QuickBooks 
Online, allowing nonprofits to plan their finances effectively. 

●​ Comparative Analysis: Techniques for comparing actual performance against budgeted 
figures to assess financial health. 

3. Managing Donations 

●​ Tracking Donations: Best practices for recording and tracking donations, including 
one-time and recurring contributions. 

●​ Donor Management: Tools for managing donor information and generating donor 
acknowledgment letters. 

4. Compliance and Reporting Requirements 

●​ IRS Compliance: Guidance on maintaining compliance with IRS regulations for nonprofit 
organizations, including necessary documentation and reporting. 

●​ Grant Management: Tips for tracking grant funds and ensuring that expenditures align 
with grant requirements. 

5. Integration with Other Tools 

●​ Third-Party Applications: Overview of compatible third-party applications that can 
enhance QuickBooks Online functionality, such as fundraising platforms and CRM 
systems. 

●​ Data Import/Export: Instructions on how to import and export data to and from 
QuickBooks Online for seamless integration with other systems. 

Conclusion 

Chapter 6 serves as a comprehensive guide for nonprofit organizations looking to leverage the 
full potential of QuickBooks Online. By mastering these advanced features, including generating 
financial statements and custom reports, nonprofits can improve their financial management, 
enhance reporting accuracy, and ensure compliance with regulatory requirements. 

For further reading and resources, consider exploring additional guides and manuals specifically 
tailored for nonprofits using QuickBooks Online. 

 



QuickBooks Online Guide for Nonprofits - 
Chapter 7 

Overview 

Chapter 7 of the QuickBooks Online Guide for Nonprofits focuses on advanced features and 
functionalities that can enhance the accounting processes for nonprofit organizations. This 
chapter is designed to help users leverage QuickBooks Online to its fullest potential, ensuring 
efficient financial management and reporting. Additionally, this chapter introduces new sections 
on Tracking Inventory and Managing Supplies and Materials, which are crucial for nonprofits 
that handle physical goods. 

Key Topics Covered 

1. Customizing Reports 

One of the significant features discussed in this chapter is the ability to customize financial 
reports. Nonprofits often have unique reporting requirements, and QuickBooks Online allows 
users to tailor reports to meet these needs. This includes: 

●​ Creating Custom Report Templates: Users can design reports that reflect specific 
metrics relevant to their organization. 

●​ Filtering Data: The chapter explains how to filter reports by date ranges, categories, and 
other criteria to provide a clearer financial picture. 

2. Managing Donations 

The chapter also delves into managing donations effectively. Key points include: 

●​ Tracking Donations: Users can categorize donations by type (e.g., one-time, recurring) 
and source (e.g., online, events). 

●​ Generating Acknowledgment Letters: QuickBooks Online can automate the creation of 
acknowledgment letters for donors, which is essential for tax purposes. 

3. Budgeting and Forecasting 

Budgeting is crucial for nonprofits, and this chapter provides insights into: 

●​ Setting Up Budgets: Users can create budgets based on historical data and projected 
income. 



●​ Monitoring Budget vs. Actuals: The chapter emphasizes the importance of regularly 
comparing budgeted figures against actual performance to make informed financial 
decisions. 

4. Integrating with Other Tools 

To streamline operations, the chapter discusses integrating QuickBooks Online with other 
software tools commonly used by nonprofits, such as: 

●​ CRM Systems: Integration with Customer Relationship Management (CRM) systems can 
enhance donor management. 

●​ Online Donation Platforms: Syncing with platforms that facilitate online donations can 
simplify the tracking and reporting of contributions. 

5. Tracking Inventory 

For nonprofits that manage physical goods, tracking inventory is essential. This section covers: 

●​ Setting Up Inventory Tracking: Users can enable inventory tracking in QuickBooks 
Online to monitor stock levels of items used in programs or events.​
Example: A food bank can track the inventory of food items, ensuring they have enough 
supplies for distribution. 

●​ Common Pitfalls: 
○​ Inaccurate Stock Levels: Failing to update inventory records can lead to 

stockouts or overstocking. 
■​ Resolution: Regularly conduct physical counts and reconcile them with 

QuickBooks records to maintain accuracy. 
○​ Not Categorizing Inventory: Without proper categorization, it can be challenging 

to analyze inventory usage. 
■​ Resolution: Create categories for different types of inventory (e.g., food, 

supplies, equipment) to facilitate better tracking and reporting. 

6. Managing Supplies and Materials 

Effective management of supplies and materials is vital for operational efficiency. This section 
includes: 

●​ Tracking Supplies: Users can categorize and track supplies needed for daily operations 
or specific projects.​
Example: A nonprofit that organizes community events can track supplies like banners, 
tables, and chairs. 

●​ Common Pitfalls: 



○​ Overlooking Supply Reorders: Waiting too long to reorder supplies can disrupt 
operations. 

■​ Resolution: Set up reorder alerts in QuickBooks Online to notify users 
when stock levels fall below a certain threshold. 

○​ Mismanagement of Material Costs: Not tracking the costs associated with 
supplies can lead to budget overruns. 

■​ Resolution: Regularly review supply costs and adjust budgets accordingly 
to ensure financial sustainability. 

7. Best Practices for Nonprofit Accounting 

Finally, the chapter outlines best practices for maintaining accurate and compliant financial 
records, including: 

●​ Regular Reconciliation: Emphasizing the importance of reconciling bank statements with 
QuickBooks records to ensure accuracy. 

●​ Training Staff: Encouraging ongoing training for staff members involved in financial 
management to keep them updated on best practices and software features. 

Conclusion 

Chapter 7 of the QuickBooks Online Guide for Nonprofits equips users with the knowledge and 
tools necessary to enhance their financial management practices. By utilizing the advanced 
features of QuickBooks Online, nonprofits can improve their reporting, donation management, 
budgeting, inventory tracking, and overall operational efficiency. The addition of sections on 
Tracking Inventory and Managing Supplies and Materials ensures that nonprofits can effectively 
manage their physical resources, further supporting their mission and goals. 
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