From Passion to
Paperwork — CIC or
Charity finances don't
have to be scary!

Penny Allard
Wild Bookkeeping Ltd



Agenda & Learning Objectives

Introduction: Why sound finances matter for mission-driven organisations

Ep Payroll Essentials: Paying directors & staff correctly (no self-invoicing!)

@ Restricted Funds: Keeping donor-restricted money in the right place

@ Deferred Income: Handling grants that span multiple years

™ software & Systems: Upgrading from spreadsheets to save time and stress
B Annual Reporting: Your year-end accounts and reports (CIC & charity)

Wrap-Up & Q&A: Key takeaways and your questions
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1.Payroll Essentials — Directors’ Pay

* Directors: Treated like employees for tax purposes — must be paid via PAYE, not
invoices

* No Self-Invoicing: You cannot invoice your own CIC for duties as a director; HMRC
will reclassify it as salary.

* Why it Matters: Avoid HMRC penalties —improper pay can incur back taxes, interest,
RN

* Proper Setup: Put directors (and staff) on payroll - register for PAYE, deduct tax & NI
at source.

* Rare Exception: Only invoice your CIC if providing a separate trade/service (outside
usual director role) — and even then, proceed with caution.
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2. Restricted Funds
— Keeping Funds in the Right Place

What Are Restricted Funds? Money given for a specific purpose (legally bound to that
purpose). Example: a grant “for youth project only” must be used on that project.
Breach of Trust if Misused: Spending restricted funds on the wrong thing = breach of
trust. It’s illegal and considered mismanagement. Trustees might have to repay
misused funds.

Keep Separate Records: Track each restricted fund separately in your accounts.
Don’t mix it with general (unrestricted) funds.

Use as Intended: Only spend these funds on the specified projects/activities. Don’t
“borrow” from restricted pots for other needs (unless donor approves).

Report Transparently: In annual accounts, show each restricted fund’s income, usage,
and remaining balance. This builds trust and shows you honoured the donor’s intent.
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3. Deferred Income
— Timing of Grant Income

* The Issue: Multi-year grants can throw off one year’s accounts if recognised all at
once.

 “Deferred Income”: Money received now for future periods, recorded as a liability
until it’s earned

« When to Defer: If grant conditions tie funding to next year’s activities, carry it
forward as deferred income

* When Not to Defer: If funds are available to use now (no time condition), recognise
as income now even if unspent
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4. Software & Systems
- Ditch the Spreadsheets

 Spreadsheets # Scalable: Excel is handy initially, but manual accounting in spreadsheets
leads to errors (formula mistakes, version mix-ups) as volume grows.
* Why Upgrade: Modern accounting software (QuickBooks, Xero, Sage, etc.) offers automated
double-entry, bank feeds, and easy reporting. Many have non-profit discounts.
* Benefits:
* Accuracy: Less human error — software checks debits = credits, flags inconsistencies.
 Time-Saving: Bank transactions can import automatically; generate reports (budgets,
fund tracking) with a click.
« Compliance: Ready for Making Tax Digital (if VAT registered), and built-in report formats
for year-end.
* Getting Started: Transition at a year-end if possible. Set up Chart of Accounts and fund
tracking categories. Import opening balances and maybe last year’s figures.
* Training: Invest a bit of time to learn the new system (many tutorials available). It will save
headaches later and make audits/inspections much smoother.
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5. Annual Reporting — Year End Duties

* CICs (Community Interest Companies): Must file annual accounts plus a CIC34 community
interest report to Companies House each year. Deadline is usually 9 months after year-end
for the accounts (and CIC34 goes with them). Also file a Confirmation Statement annually
(due within 14 days of your incorporation anniversary).

e Charities (Registered): Must prepare annual accounts and a Trustees’ Annual Report. If
income > £10k (or any amount for ClOs), file an Annual Return with the Charity Commission
within 10 months of year-end (includes submitting accounts & report).

 Audit/Examination: Ifincome > £25k, charity accounts need an independent examination (or
audit); if > £1m (or >£250k with high assets), require a formal audit. CICs follow company
audit rules (most small CICs are exempt).

« OnTime & Accurate: Missing deadlines can lead to penalties (Companies House fines for
late accounts) and regulatory scrutiny. Mark your calendar for key dates and start preparing
well before the due date.

* Transparency: These filings (CIC34, charity accounts) are public. Use them to showcase your
impact and good governance — a well-prepared report builds credibility with funders and the
community.
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Recap - Five Key Takeaways

1. Pay the Right Way: Directors (and staff) must be paid via payroll, not invoices. Don’t try to
treat yourself as a contractor in your own CIC - it breaches HMRC rules. Set up PAYE to avoid
penalties and keep it transparent.

2. Respect Restricted Funds: Use donor-restricted money only for its intended purpose. Track
each restricted fund separately. Mixing or misusing restricted funds is a serious breach of
trust — always honour the donor’s intent.

3. Match Income to Activity: Defer income for future projects when required (if conditions
apply), so each year’s accounts reflect the activity of that year. Don’t defer without a valid
reason. This ensures your financial reports are accurate and clear.

4. Upgrade Your Systems: Move off spreadsheets as soon as feasible. Investing in proper
accounting software reduces errors, saves time, and gives you better oversight. Good
systems = less stress at year-end and more confidence in your numbers.

5. Stay Compliant & Timely: File your annual accounts and reports on time (CIC34 and
Companies House accounts; Charity Commission returns, etc.). Late or missing filings can
lead to fines and damage your reputation. Use your annual report to showcase your impact
and good governance.
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Thank you for listening

Any Questions?



