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WYCAS provides a range of specialist services designed to meet the needs of 
the third sector 

 
One to one support and training 

Preparation of year-end accounts 
Independent examination 

Financial training courses and workshops 
Computerising accounts 

Bookkeeping and management accounts 
Advice and information 

Bespoke consultancy projects 
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Introduction 

 

Your organisation may decide to close down because there is no longer demand for 

its services or because the project funding has dried up.  What is the process to 

follow?   

 

It depends on the type of organisation, its financial position and its reasons for 

closing. 

 

1. Is the organisation solvent? 

 

Insolvency only occurs when either the bills can’t be paid when they are due or the 

balance sheet liabilities exceed the realisable assets taking into account possible and 

prospective liabilities. 

 

There are 2 tests for insolvency: 

 

A. The cashflow test. 

 

This shows whether a charity has sufficient resources (cash, short term debtors and 

investments) to pay all its immediate liabilities and to continue to pay them in the 

short term. How long the “short term” is will vary according to the charity. 

 

B. The balance sheet test. 

 

This shows whether the charity has enough assets (fixed and current) to meet actual 

and anticipated liabilities in both the short term and long term.  

 

If the organisation is insolvent, please refer to Good Practice Guide No 22: Financial 

difficulties and Insolvency. http://www.wycas.org.uk/help-advice/good-practice-

guides-docs/financial-difficulties-and-insolvency/ 
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2. Closing down budget 

 

To establish whether the organisation has the money to pay bills and prospective 

closing down costs it will help to prepare a budget. 

 

An example is shown below, with some categories of income and expenditure which 

will need to be considered.  It is recommended that you seek advice if redundancy 

costs are involved.  There is information available on the HMRC website 

https://www.gov.uk/staff-redundant/redundancy-pay 

 

 

Budget to close a Charitable Company 

Income  

Sale of equipment 300.00  

Return of deposits   50.00  

Other income         -   

 350.00  

Spend  

Salaries during notice period     2,413.00  

Staff redundancies     1,860.00  

3 months notice period for photocopier lease        150.00  

4 months rental - notice period plus     1,000.00  

Admin costs (Companies House)          10.00  

Return of unapplied restricted funding        268.00  

Travel in business of closure          40.00  

Other spend                -   

     5,741.00  

  

Net income / (spend) = Total income less total spend (5,391.00) 

  

Money in bank today   14,860.00  

Petty cash today          26.79  

   14,886.79  

  

Remaining funding available for distributions to others (per winding up 

clause) = Net income / (spend) plus total money held today 

    9,495.79  
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3. If the organisation decides to close, but has funds 

 

Checklist: 

 

   

Record the decision to close in the minutes of the committee meeting.  For a 

company this must be a special resolution in a general meeting of its 

members. 

 

   

Check what the governing document says about winding up, especially with 

regard to distributing cash and other assets and act in accordance with this. 

 

   

Check for any contractual liabilities eg. Leases, rent agreement, redundancy 

costs, restricted funding which has not been applied. (This may need to be 

returned to the funder.) 

 

   

Consider whether to produce final accounts (showing nil balance at the bank 

and on cash).  This is good practice and clear accountability (especially for 

charities) but is not specifically required by the Charity Commission or 

Companies House. 

 

   

When all bills are paid close the bank account. 

 

 

 

Companies 

 

If the organisation is a company it must either follow the Members’ voluntary 

liquidation (MVL) process or the Voluntary Striking off and Dissolution process.  The 

MVL process requires an insolvency practitioner or liquidator to be appointed.  They 

will charge a fee but will take control of the organisation and its assets.  

 

The Voluntary Striking off and Dissolution process can be followed through 

Companies House.  The company must be able to show that, in the 3 months prior to 

making its application for dissolution it has not traded or otherwise carried on 

business, changed its name, sold assets that it usually traded in (it is allowed to 

dispose of capital assets), or engaged in any other activity - except for those to 

progress the closure.    

 

So, before applying the company should have paid off all its debts and disposed of all 

its assets, including closure of bank accounts.  (If this is not done any assets belong 

to the Crown at the date of dissolution). 
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Before making the application the company must warn all those with whom it deals 

(for example members, creditors, debtors, employees, contractors, the local 

authority or other partner organisations) that it is proposing to be voluntarily struck 

off. 

 

The application is made on from DS01 (which can be downloaded from the 

Companies House website for a £10 fee) and sent to: 

 

 Registrar of Companies 

 Companies House 

 Crown Way, Maindy 

 Cardiff 

 CF14 3UZ 

 

It must be sworn by at least a majority of the directors of the company.  The fee for 

submitting the application is £10 and will be used by Companies House to place an 

advertisement in the London Gazette.   

 

Within 7 days of submitting form DS01 the company must send copies to: 

- The company’s members 

- Its creditors (both existing and likely creditors) such as banks, suppliers, 

landlords, tenants etc. HMRC must also be notified if there are outstanding or 

likely future liabilities. 

- Its employees 

- The managers or trustees of any employee pension fund 

- Any directors who have not signed the form 

 

If, after a period of 3 months from the date the advertisement is placed in the 

London Gazette, the Registrar has not received any formal objections, then the 

company will be struck off on the date when the Registrar publishes a notice of this 

in the Gazette.  

 

As long as accounts for the last completed financial year have been filed at 

Companies House, no further accounts need be filed before dissolution. 

 

 

Registered charities 

If a registered charity, complete the form on the Charity Commission’s website.  You 

will need to know the income in the last full financial year and the reasons for closing 

(as recorded in the minutes of the meeting, referred to in the section 3 checklist 

above). 

 

Retention of records 

Keep records for 10 years, with a trustee or named contact person (eg. The Chair) 
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Further assistance 

WYCAS can assist in the setting up of book-keeping systems, preparation of 

budgets, cashflow statements and management and year-end accounts. 

 

Further information 

Charity Commission – www.charitycommission.gov.uk 

Charity Commission publication CC12 - Managing Financial Difficulties and 

Insolvency in Charities. 

 

Companies House – www.companieshouse.gov.uk 

Liquidation and Insolvency - GPO8. 

 

The Voluntary Sector Legal Handbook - Sandy Adirondack & James Sinclair 

Taylor. 

 

 

WYCAS Advice Line: 0113 270 6269 

Website: www.wycas.org.uk 


