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The Smart Nonprofit Leader's Guide to Choosing an
Accounting Service

Behind every thriving nonprofit is a team that keeps the finances in order. But financial

management for mission-driven organizations is far more complex than tracking income and
expenses.

Non-Profit

Books & Accounting

Milwaukee, Wisconsin Apr 20, 2026 (Issuewire.com) - Behind every thriving nonprofit is a team that
keeps the finances in order. But financial management for mission-driven organizations is far more
complex than tracking income and expenses. If you are evaluating accounting partners, here is what you
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need to know before making that critical decision.
Start With Nonprofit-Specific Expertise

Not every accountant is equipped to serve a nonprofit. The sector comes with its own compliance rules,
reporting structures, and donor obligations. Before hiring any provider, confirm they specialize in
nonprofit bookkeeping and have a track record with organizations of comparable size and mission.
General accounting experience simply does not cover the complexity of the sector.

Fund Accounting Is Non-Negotiable

Restricted grants, donor-designated gifts, and program-specific budgets require more than a standard
ledger. Fund accounting for nonprofits allows your organization to track money by its source and
purpose, ensuring restricted funds are never misallocated. This is not just a best practice , it is the
foundation of funder trust and regulatory compliance.

Form 990 Filing Cannot Be an Afterthought

The IRS Form 990 is one of the most visible documents your organization produces. It is reviewed by
grant-makers, watchdog organizations, and major donors. An error-free, on-time Nonprofit Form 990
filing reflects the integrity of your organization. Your accounting partner should handle the entire process
from preparation to submission, with a thorough understanding of how your operational data connects to
each line of the return.

Look for a Comprehensive Service Suite

Your financial needs will grow as your programs expand. The best providers offer full-spectrum
nonprofit accounting services, from restricted fund management and payroll coordination to CFO
advisory services. Partnering with a firm that can scale with you avoids the disruption of switching
providers at a critical stage.

Prioritize Reporting That Serves Every Stakeholder

Boards, grantors, and program managers all need different things from your financial reports. Your
accounting partner should be able to deliver tailored deliverables that go beyond a standard profit-and-
loss statement. Ask how they handle program-level reporting and whether their outputs are designed for
board presentations.

Consider the Outsourcing Advantage

For small-to-mid-sized nonprofits, outsourcing often provides more expertise at a lower cost than hiring
in-house. You gain access to specialists in nonprofit finance without the overhead of salaries and
training. This model works especially well when your compliance needs are high but your transaction
volume does not justify a full-time staff position.

Make Audit Readiness a Baseline Expectation
Even if your organization does not currently face an audit requirement, your financial records should

always be ready for one. Clean transaction records, complete grant documentation, and strong internal
controls are hallmarks of a reliable accounting partner. Ask every prospective firm how they approach
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audit preparation for their clients.

Non-Profit Books delivers all of this and more. To learn how they can support your organization, visit non-
profitbooks.com.

Frequently Asked Questions

What makes nonprofit accounting different from standard business accounting?

Nonprofits must track funds by donor intent and grant conditions, not just by income and expense
category. They also face unique IRS compliance requirements, including Form 990 filing and
maintaining tax-exempt status, which general business accounting does not cover.

How do | know if a bookkeeper understands fund accounting for nonprofits?

Ask them to explain how they handle restricted versus unrestricted funds and how they track grant
expenditures at the program level. A qualified provider will be comfortable with fund-based reporting and
able to show samples of reports they produce for similar clients.

Is outsourced accounting reliable for a growing nonprofit?

Yes. Outsourced nonprofit accounting firms typically offer deeper sector expertise than a single in-house
hire, and they scale with your needs. Many growing organizations find that outsourcing provides better
compliance coverage at a lower total cost than adding staff.

What happens if our Form 990 is filed late or contains errors?

Late or inaccurate Form 990 filings can trigger IRS penalties, raise red flags with grant-makers, and in
repeated cases, jeopardize your tax-exempt status. Consistent and accurate filing protects your
organization's reputation and funding relationships.

How often should our nonprofit receive financial reports?

At minimum, your organization should receive monthly financial statements, budget-versus-actual

reports, and fund-specific summaries. Board members typically receive quarterly reports. Grant-specific
reporting timelines should match each funder's requirements.
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