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The inevitability of amalgamations is driving NFPs to invest 
heavily in their back office systems to improve operational 
efficiency. CFOs in the sector believe that the providers with 
the greatest efficiency will enjoy more capacity to scale, and 
therefore be in a better position to take over less efficient 
service providers.   

Prior to this wave of consolidation, NFPs were already realising 
that small business software was a limiting factor in winning 
and administering larger grants. The NFP sector is upgrading 
as a whole to enterprise resource planning software (ERPs) from 
accounting software for the first time.   

How does the CFO and finance team explain the value of an 
ERP to the board and justify the investment required? How can 
you measure improvement in productivity, reduction in cost or 
risk? How do you champion this initiative?   

This report examines the critical drivers for a move from 
accounting software to ERPs, and the impact on organisations 
that make that shift.

The not-for-profit (NFP) sector 
is on the edge of generational 
change. Transformation in funding 
methods and governmental desire 
to consolidate suppliers will 
eventually result in a smaller  
sector of larger players.   

The race to 
scale in NFP 
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However, the reality is that administering grants in the NFP 
sector can be highly complex. Small business accounting 
systems struggle to manage the acquittal process, with 
swollen general ledgers and no ability to produce composite 
benchmarks. The outcome is that finance teams are usually 
tied down with processing data and creating reports manually 
in Excel rather than reviewing eligible expenses or assisting  
on tenders.  

Reporting is about to become even more important as more 
funding moves from upfront block payments to fee for service, 
paid in arrears. Many NFPs are realising that their finance 
efficiency will have a negative impact on their cashflow under 
the fee for service model.   

The experiences below are indicators that an NFP has exceeded 
the capacity of its accounting software.  

NFPs are often caught in a catch 
22 when it comes to reporting. 
They typically resist investing in 
their back office because they 
want to ensure that donations 
flow to frontline services and 
recipients. With the rise of slogans 
such as “effective altruism”, 
NFPs are under constant pressure 
to minimise the percentage of 
fundraising spent on admin.  

Classic 
challenges 
in reporting

Top five pain points for NFPs 
 
1. Reporting to grants issuer or the industry regulator takes 

too long. In serious cases, this could threaten cashflow  

2. Manually consolidating financial reports for multiple 
entities. The finance team can spend many hours in Excel 
to create a complete picture which is soon out of date   

3. Month-end close takes too long. Some NFPs take two weeks 
to complete this process   

4. Internal decision makers waiting too long for reports.  
If reporting takes too much effort, managers won’t be able 
to view data before making every decision   

5. Finance team manually processing data, requests and 
reports. They have no time to provide advice and help the 
business make better decisions 
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Clumsy acquittals attract errors, waste time  
Acquittal reporting requires detailed tracking of expenses 
for each project in a variety of formats unique to the funder’s 
request on a quarterly or even monthly basis.   

This places enormous strain on the accounting team which 
must navigate unwieldy charts of accounts and data-heavy 
Excel spreadsheets. Some NFPs are tracking as many as 30 
concurrent grants, each with its own raft of account codes, 
through small business software such as Xero and MYOB.   

The finance team is typically under a lot of pressure to produce 
acquittal reports on time. Failure to lodge by the due date can 
be considered a breach of contract and, in extreme cases,  
may result in the grant being pulled.  

An accounting team using these softwares is typically tied 
down with data entry, data validation and reporting building. 
When finance teams are tied up in acquittal reporting, it has  
a knock on effect throughout the rest of the business.  

This may be a familiar scenario in an NFP – the finance team 
works many hours overtime to close each month, takes several 
days to respond to requests for a report, and rarely has time  
to discuss the reports it produces. The team has no time to  
help managers find efficiencies or evaluate options for 
best outcomes.  

This delays decision making and increases the probability that 
the charity will overspend, underdeliver or otherwise operate in 
a suboptimal manner.  

These inefficiencies may be acceptable in smaller NFPs. 
However, they become a drag on growth, limiting the ability  
of an NFP to take on more or even larger grants.  

Operationally blind to non-financial data
Acquittal reporting aside, every NFP needs to show that they 
are making progress on their central mission. Whether finding 
work for people with disabilities or finding homes for the 
disadvantaged, an NFP will need to count the number of lives  
it has improved in some way.   

The small business accounting software typically used by NFPs 
aren’t capable of tracking non-financial metrics. The usual 
approach is to pull financial data and non-financial data from 
accounting software and CRMs or other service databases into 
an Excel sheet once a year. Then the finance team can produce 
some tidy numbers for the annual report.  

A grant issuer also often needs to see non-financial metrics 
in their monthly or quarterly reporting. For example, an NFP 
assisting children to attend school may need to report on the 
ages of the children, how many in each age group, number of 
school days attended, etc.  

If the NFP can’t provide these reports to funders on time,  
they could withhold the next instalment of funding. 

“We need to allow the people who 
are producing reports the time to 
be more critical and do the extra 
analysis. Rather than looking down 
at what you’re doing, we want to 
look out at where you need to be 
going. And looking at why. Why is 
something not working as well as 
we would like it to be, in terms of 
results or efficiency?”

Michael Carter
Social Futures
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Breaking the bloat in the general ledger  
 One of the biggest handicaps with small business software 
is that it doesn’t cope well with scale. This becomes a 
real problem for organisations that manage many grants 
simultaneously. Every grant comes with a reporting template 
for operating expenses. This typically requires adding as many 
as 50 accounts to the general ledger to track expenses for that 
specific grant.   

As an NFP wins more grants, the general ledger balloons with 
account codes. These overgrown GLs increase the time it takes 
to carry out reporting to senior management and introduce the 
likelihood of errors in reporting.   

Accounting software can also limit the number of grants an 
organisation can manage at any one time. For example, Xero 
recommends a maximum of 700 accounts in the general ledger. 
Exceeding this limit will increase the time Xero takes to load a 
web page or produce a report.   

Some NFPs can hit several thousand account codes from 
existing and past grants.  

At some point an organisation will find that adding another 
grant will create too much overhead. An ERP removes any 
limits within the finance team to the number of grants an 
organisation can acquire.    

ERPs use dimensional reporting which effectively turns the 
general ledger into a pivot table. For example, you can create 
a report with account codes on one axis and individual grants 
on another axis. Select one grant and the ERP will show the 
balances for each GL account just for that grant.  
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Inefficient reporting threatens cashflow  
In 2014, the federal government announced the privatisation 
of the disability NFP sector. The introduction of the National 
Disability Insurance Scheme (NDIS) marked the change from 
block funding, where an NFP receives a bucket of money to 
spend on service delivery, to a fee for service model, where  
the NFP spends on delivery upfront and is recompensed  
every month.   

The rapid introduction of this funding reform had weighty 
consequences for service providers. “All stakeholders involved 
in direct service provision identified that transitioning to 
the NDIS introduced a high and unanticipated administrative 
burden. For example, service providers reported needing 
to adapt to new funding and reporting criteria to remain 
compliant and receive payments,” according to a study by 
Flinders University.   

The NDIS is in the headlines for cost blowouts – it could 
reach as much as $72 billion a year, says the Parliamentary 
Budget Office. However, the consumer-controlled model for 
government support is expanding.   

CFOs at NFPs expect that the federal government will move 
from block funding to fee for service for many more areas.  
“One of our major funders has already hinted that they want to 
take at least part of their business to a fee for service model,” 
Carter says.  

A “penny wise, pound foolish” approach to the back office will 
become even harder to maintain as funders gradually move to 
fee for service. Any delays in reporting will have a direct impact 
on cashflow, forcing an NFP to carry financial obligations for 
longer periods.

“We’re getting managed so tightly 
now by our funders, our overhead 
is continually scrutinised. Fee for 
service is where we really need 
to have a good handle on our 
expenditures and cash flows.  
It’s another big impetus for us to  
be in a position where our finance 
folk are not just spinning the 
wheel but actually doing analysis, 
because that’s where we’ll make  
a big difference.”

Michael Carter
Social Futures
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How ERPs 
improve 
reporting 

ERPs excel at complex reporting. 
They can handle financial and 
non-financial metrics, report on 
individual grants across the whole 
general ledger, and automatically 
update reports as soon as new data 
is added.

Consequently, it removes the need to recreate a whole set of 
account codes in the general ledger for each grant an NFP wins. 
NFPs with more than 10,000 accounts can usually reduce this to 
several hundred, enormously simplifying the reporting process.   
Sage Intacct includes a unique ability to report on dimension 
attributes. For example, following on from the office rent 
example, each office (dimension record) can contain a field 
that tracks its geographic location. A user can then report 
rent expenses by geography without first creating a separate 
dimension for the office. Reporting on dimension attributes 
gives a user many ways of reporting without creating separate 
dimensions first.   
  
Other ERPs typically need to create a separate dimension for 
each reporting attribute. Running a report on 10 attributes 
would require 10 separate dimensions, with each dimension 
populated at the transaction level. This creates more work 
for the finance team as it would need to enter or assign those 
transactions to create the report for those attributes.  

ERPs use customisable dashboards which managers can 
view themselves to see the latest numbers. This ability for 
departmental and senior managers to “self-service” their 
reports frees up the finance team to provide valuable analysis 
and guidance on decisions.   

Reporting in another dimension  
  One of the biggest improvements over small business 
accounting software is the introduction of multi-dimensional 
reporting. This advanced reporting gives the finance team the 
ability to filter any report by a second set of data. The most 
common example for NFPs is to view the general ledger filtered 
by a single grant or a group of grants.   

For example, rather than creating a general ledger account for 
office rent at every location (rent for office 1, rent for office 2, 
rent for office 3, etc.), an ERP will have a single account for rent 
with the option to view by a single or multiple locations.   

Dimensions can be by location, department, grant or any other 
dataset recorded in the ERP.  
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One of the most exciting aspects of ERPs is the ability to create 
real-time benchmarks using financial and non-financial data. 
Benchmarks for NFPs are the numerical evidence that they 
are fulfilling their mission and making a positive impact in 
the world. However, these benchmarks usually take a long time 
to produce with accounting software as it involves manually 
collecting data from various systems and formatting it in a 
spreadsheet. As a consequence, the finance team usually only 
produces once a year for the annual report.  

An ERP can pull together non-financial and financial data by 
integrating with Salesforce or industry-specific applications. 
The ERP can then display the NFP’s key benchmarks in 
customisable dashboards for the whole organisation,  
the CEO and board, or department managers.

The dashboards can also compare an NFP’s benchmarks to 
industry best practice.   

Below are some examples of benchmarks set up in  
ERPs that draw on financial and non-financial data:

General   
• Fundraising efficiency: for every $1 received, how much  

do they spend to get it?  
• For every dollar donated, what % goes to admin vs  

service delivery? 

Faith based    
• Number of members  
• Operational cost per member 

Foundations 
• # volunteer hours vs # employee hours 

Healthcare   
• # patients over time period (eg. month)  
• # of clinicians, # of nurses  
• Ratio of clinicians to # of patients
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Uniting non-financial and financial data in one system  
Acquittal reporting requires detailed tracking of expenses 
Another signature improvement with ERPs is the ability to 
track non-financial metrics alongside financial. An ERP can 
integrate with CRMs such as Salesforce and automatically 
upload this data for ongoing reporting. Instead of generating  
a once-off impact statement for the annual report,  
an organisation can view their operational benchmarks  
as a live report.   

For example, an NFP working with children can segment its 
clients by age group or by count of families. It could also track 
the number of volunteer hours compared to hours worked by 
paid staff.   

These benchmarks could be rolled up to show how much the 
organisation spent on each program, the total number of 
children supported and the cost per client for a specific grant 
or department.  

A manager could review these benchmarks on a monthly 
basis, comparing the efficiency and effectiveness of various 
programs or departments. The manager could also review the 
departments and programs with the highest cost per client and 
drill down to see the transactions that push up the costs.   

Now that the finance team is no longer tied up with creating 
reports, it can run projects such as efficiency improvement 
drives. The finance team could analyse cost per client across 
all programs and determine trends in costs, best practices for 
minimising costs, and so on.   

This makes it much easier for senior management to make 
strategic decisions about where to focus efforts for maximum 
effect. For example, the organisation may discover that they are 
spending 40 cents of every dollar raised on admin. The strategy 
may be to cut this in half; the ERP will show in real time how the 
organisation is tracking towards this goal.ty of an NFP to take 
on more or even larger grants. 

“The initial goal is to increase our 
ability to support the frontline staff 
and make them more efficient. 
Let’s stop our frontline staff 
spending unnecessary time on 
these tasks when they could be 
doing what they do best for the 
business.”

Kristina White
Job Centre Australia
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Dashboards say it better  
Not everyone can pick up a spreadsheet and understand the 
story behind the numbers. Many business managers find it 
easier to use a more visually engaging interface.   

ERPs use customisable dashboards that automatically refresh 
with the latest financial and non-financial data. They can 
display a mix of graphs, tables and charts that highlight the 
most important numbers, with trend lines and alerts.   

Dashboards can highlight important information using visual 
indicators that would otherwise be missed in a spreadsheet. 
They can also provide a rolling comparison to the previous year 
or quarter.  

Senior and frontline management can review personalised 
dashboards and make decisions on the fly to fine tune the 
organisation’s expenditure and execution.   

If they have questions about underlying transactions for a 
particular target they can mention a colleague in the finance 
team on the transaction record itself. Assigning transactions 
to the right project or grant can require many adjustments 
and reversing entries. Auditors follow up on these modified 
transactions at year’s end. The finance team can add comments 
to the transaction records throughout the year and then give 
auditors read-only access to follow the conversation.   

A grant manager’s dashboard can track the overall position of 
each grant, groups of grants or all grants. The dashboard could 
see the total amount for the grant, how much has been spent, 
how much recognised as revenue and the amounts remaining. 
The grant manager can see instantly if the organisation has 
spent 75 percent of a grant but recognised only 70 percent,  
and then take action to recognise the 5% balance.   

This insight is very difficult to produce in an Excel 
spreadsheet, whereas an ERP can reveal this in real time.  

“Previously, there was a lot of 
paperwork to file away. Now, no one 
is printing anything; everything is 
stored in the system. That has made 
everyone’s lives easier, especially 
for our auditors. We give them a 
licence to log in and click through 
the journal entries and see the 
attachments for the supporting 
documents.”

Alan Tudo
Westgate Community Initiatives Group
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Tools built to manage grants    
Some ERPs such as Sage Intacct include a module dedicated to 
grant management that simplifies the process of tracking and 
reporting on grants. An accountant can create a mapping table 
that records the financial reporting structure for each grant. 
Sage Intacct will then populate the mapping table with the 
relevant transactions, automatically updating the grant report.   

For example, a grant may require an account called “client 
facing expenses” that actually covers five separate accounts 
in the NFP’s general ledger. The finance team maps the five 
accounts to the “client facing expenses” account when setting 
up the grant.   

At report time, the organisation chooses the appropriate 
mapping table for the grant and Sage Intacct spits out the 
report in the correct format. This greatly accelerates the 
acquittal reporting process for organisations with  
multiple grants.   

The grant management module can also add business logic  
to multi-dimensional relationships. For example, the module’s 
job costing tool can dynamically assign a grant to departments 
that provide direct services to end users, and disallow 
recognition of expenses generated by the organisation’s  
own admin department.  

One significant risk for any organisation is spending over 
budget. This is particularly important with NFPs that rely  
on grants for their entire revenue stream.   

ERPs such as Sage Intacct also include a spend management 
module that can enforce a budget at the point of transaction. 
If an employee raises a purchase order for a particular 
department or grant, the ERP will show the budget for that 
account code, how much has been spent and whether there are 
any other open purchase orders. If the request will exceed the 
budget, the ERP can either give a warning on screen or stop the 
user from proceeding.  

This helps finance teams control the way the organisation 
spends money. You can see how funds are allocated and assign 
budgets on a more granular level.  
  
Access control also uses dimensionality to provide granular 
permissions based on locations, departments or grants.  
In organisations with multiple grant managers, each manager 
will only see the portfolio of grants for which they are 
responsible. This is common for state government grants.  
A manager in NSW should only be able to see NSW grants rather 
than Victorian grants, for example.   

Some grant-based organisations have been forced to upgrade 
to ERP software because their accounting software couldn’t 
handle the complexity of a major grant that they had won. 
These grants are usually high value with detailed reporting 
requirements for financial and non-financial metrics.  

 
Once an organisation has implemented an ERP with a grant 
management module, they can go after any grant that they want 
without worrying about whether their finance team is capable 
of supporting it.   

How to Get a Grant to Pay for Your ERP Upgrade  
 ERPs are powerful, enterprise software and therefore cost more 
than accounting software for small businesses. NFPs have won 
grants to pay for implementing an ERP and defraying running 
costs for the first few years.  

For example, the Northern Australia Business and  
Community Growth Program offered grants of between  
$50,000 to $2 million for community organisations to 
support business growth and improve social and economic 
infrastructure outcomes.  

ERPs typically have a very strong return on investment 
when measured over three years. These types of grants can 
dramatically reduce that window for a return on investment.
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The ROI calculation doesn’t pick up many of the intangible 
benefits which extend from strategy to HR. Better decision 
making means a more effective strategy, better use of 
resources, faster growth and lower risk.   

Modern technology systems are essential to creating a more 
efficient, modernised culture which itself can help attract 
and retain quality talent. A well performing business with 
productive staff leads to happier employees, customers  
and suppliers. 

Installing an ERP is a digital 
transformation project that brings 
with it long term improvements for 
organisations. 

Impact  
of ERP

Education is the key to success 
Successfully rolling out an ERP, particularly for the first  
time in an organisation, depends on quality training for staff.  
A strong change management process is essential to quick 
uptake and rapid adoption of the new platform.   

Intacct provides an online training portal called the Learning 
Centre that includes guided courses for specific functions 
within the business. A clerk in accounts payable, accounts 
receivable and the finance controller will have their own series 
of on-demand courses within the portal.  
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Efficiency in the finance team  
The greatest improvement should be realised within the 
finance team itself through greater efficiency.  

For example, the ERP can automate the revenue recognition 
process, with the finance team running queries and drilling 
down to validate that individual transactions were  
coded correctly.    

The finance team can then open up a grant record from their 
dashboard and adjust the percentage complete, which the ERP 
will post to the aggregation journal.  

This process, which can occur multiple times at month end,  
can take a couple of minutes rather than half a day to complete.  

Real-time transaction updates also make a big difference to 
the efficiency of national organisations operating programs 
in other states and timezones. If a finance team based in 
Melbourne is trying to close off the month, it needs to know 
whether programs operating in the Western part of the country 
have entered all their transactions. In smaller accounting 
systems, the finance team can think it has closed the books  
for the month only to find more transactions arriving later.  

Another example of greater efficiency is apportioning shared 
expenses between programs based on usage, volume or some 
other metric. Sometimes these values need to be calculated in 
arrears; apportioning rent based on floor space may fluctuate 
based on volunteer turnout. Or IT overhead may change based 
on the number of support calls made during the month, 
categorised by department.   

ERPs use dynamic allocations to distribute expenses based 
on variables. This ensures that real-time reports are accurate 
and gives the finance team an audit trail to show department 
managers querying their shared expenses. The finance team 
and auditors have full visibility of the financial decisions in 
one place.  

Revenue recognition and apportioning exercises are two cases 
that take far less time when set up in an ERP compared to small 
business accounting software. Other processes will also occur 
much faster, increasing the capacity of the finance team.

“Our reporting has improved 
immensely. Our managers have 
their own dashboards that they 
can access and view their results, 
which gives them more information 
on how to run their business. The 
frontline staff appreciate just 
having to go online to fill out their 
purchases. And the finance team is 
running much more efficiently.”

Kristina White
Job Centre Australia
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Operational decision-making  
The greatest benefit for any NFP moving to ERP is real-time 
reporting for senior management.   

Clearly, the senior management team will enjoy making better 
decisions if they can analyse historical trends and scenarios 
beforehand. As noted above, middle managers can also make 
better decisions in areas such as expenditure if they can 
already see in real time what purchases are already on order 
and how much budget is left.   

The biggest improvement to reporting is the ability to see 
non-financial data in the one system. For example, every 
grant document will contain critical information such as the 
acquittal reporting dates. NFPs can add a custom field that 
stores these dates and then view a list of projects by deadline, 
and prioritise the largest and most important grants.    
Senior management can also set up benchmarks that 
summarise their strategy. This is usually an opportunity  
to introduce a whole new reporting layer that didn’t  
previously exist.

“You can’t really assign a cost 
to information – I guess it’s an 
opportunity cost. If a report doesn’t 
provide the information that we 
need to make the best decisions for 
our business. Are we going to lose 
tenders because of this? Are we 
going to incur costs that we could 
have easily cut down on because  
of a lack of information?”

Alan Tudo
Westgate Community Initiatives Group
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Better use of financial talent 
NFPs typically hire highly skilled accountants because the 
complexity of reporting requires knowledge and competence. 
Due to the pressure on operational costs, the finance 
department is usually a small team that works very long hours.   

If the NFP is using small business accounting software, the 
financial teams spend most days on data entry and battling the 
limitations of their accounting system.   

Moving to an ERP and automating core finance processes 
changes how the team works. Instead of data entry and 
formatting reports in Excel, the finance team can spend  
more time working alongside managers to help them make  
better decisions.   

This could include creating and roleplaying multiple scenarios 
to identify the best outcome and reviewing suppliers to  
reduce expenses.   

In NFPs running small business accounting software,  
“the finance team ends up in a scenario where they aren’t 
adding any value and the business is making poor decisions. 
They’re just on this constant treadmill of trying to play catch 
up,” Justus Siage, ERP Pre-Sales Manager, at Sage Intacct. 
“Now, the finance team can spend time with stakeholders, 
such as a grant manager or a department manager and talk 
about how they’re tracking against corporate strategy. What are 
their goals? What strategic activities do they need to achieve 
those goals? So they end up becoming a consultant within the 
business as opposed to a data entry person.”

“Before, the CEO hardly heard 
from us because we were busy 
processing data and making sure 
things were paid. Now the CEO 
hears managers saying that they 
are receiving support from the 
finance team to generate reports, 
acquit grants or engage a tender to 
see if it’s financially viable. We’re 
becoming more visible to the CEO 
in all aspects of the business.”

Alan Tudo
Westgate Community Initiatives Group
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A likely wave of consolidations, triggered by the gradual shift 
to fee for service, is encouraging NFPs to upgrade their finance 
systems to ERP platforms. NFPs that stay on small business 
accounting software will struggle to grow by acquisition or 
organically and are more likely to be swallowed by a  
larger competitor.   

ERPs can give an organisation a range of practical benefits 
that will speed up reporting, increase transparency and reduce 
errors in the finance team. The greatest improvements are on 
a higher level – strategic awareness, consultative advice from 
finance, and a more modern and efficient culture.  

How to make a smooth and successful migration to ERP  
• Document your processes and workflows well   

• Be willing to change your processes to best practice, 
particularly if your previous processes were shaped  
by the limitations of your accounting software   

• Attend all training sessions and ask questions 
  

• Configure your ERP yourself where possible, such as 
adding extra fields to records. Understand the options  
and how they work   

• Add fields for critical information that you don’t usually 
track. For example, add critical reporting dates in your 
grant documents to the grant record in your ERP 
  

• Create dashboards for operational managers and give 
them the ability to view reports themselves   

Conclusion

 NFPs find it difficult to justify 
investing in the back office due 
to the constant need to ensure 
that as many donors’ dollars reach 
recipients as possible. However, 
underfunding the finance team 
restricts an NFP’s ability to operate 
at maximum effectiveness and  
to accept larger and more  
complex grants.   
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