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AGENDA 

• What is a cashflow forecast and why it is important
• Approach to preparation including dealing with uncertainty
• Spreadsheets and software options/reporting
• Reserves (especially free reserves)
• Cashflow management
• Dealing with cashflow emergencies



CASHFLOW FORECASTS



• A projection of the expected receipts and payments through 
the bank/cash accounts

• Should include a transactions as they would go through the 
bank, including VAT

• Based on known or highly likely transactions as a starting 
point. Other, more speculative or target transactions can be 
added separately

• Timings may require judgement, especially where dates are 
unclear or unpredictable

• Include all active bank accounts when looking overall, 
although can do separate ones if relevant (eg for segregated 
funds)

Cashflow forecasts - Overview



• “Cash is King”
• Informs decision making and cashflow 

management, and helps to take action before the 
situation becomes a crisis

• Income receipts, especially in the not-for-profit 
sector, can fluctuate significantly and create points 
when bank balances are very low (eg at Q/E) and 
very high (eg new quarter). This can make cashflow 
difficult to manage

• Helps trustees to monitor reserves levels

Why are cashflow forecasts so important?



• Review existing budgets and recent bank transactions (eg over the 
last 12 months)

• Bank accounts should be fully reconciled on a regular basis and kept 
up to date. Ensure you have the correct starting balance

• Check any major outstanding debtors and creditors
• Review grant agreements, contracts, leases, rent and other payment 

schedules
• Expenditure is usually simpler and more even/regular whilst income 

more “lumpy” and less predictable
• Adjusting to the post-YIF landscape may be challenging
• Document any assumptions made and approach to decide what to 

include. Include all types of transactions including loan repayments
• Split between restricted and unrestricted where possible

Preparing a cashflow forecast



Traditional budgets and forecasts

Apr-26 May-26 Jun-26 Jul-26 Aug-26 Sep-26 Oct-26 Nov-26 Dec-26 Jan-27 Feb-27 Mar-27 Total
£ £ £ £ £ £ £ £ £ £ £ £ £

Income
Restricted Grants 25,000       -              -              25,000       -              -              25,000       -              -              25,000       100,000     
Membership 917             917             917             917             917             917             917             917             917             917             917             917             11,000       
Donations 458             458             458             458             458             458             458             458             458             458             458             458             5,500          
Rental and room hire 6,000          7,000          7,000          10,000       10,000       6,000          6,000          6,000          6,000          5,000          7,000          6,000          82,000       
Café 4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          48,000       
Counselling services 3,333          3,333          3,333          3,333          3,333          3,333          3,333          3,333          3,333          3,333          3,333          3,333          40,000       

14,708       40,708       15,708       18,708       43,708       14,708       14,708       39,708       14,708       13,708       40,708       14,708       286,500     
Expenditure
Café (direct costs) 1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          14,400       
Counselling 2,333          2,333          2,333          2,333          2,333          2,333          2,333          2,333          2,333          2,333          2,333          2,333          28,000       
Staff costs 13,563       13,563       13,563       13,563       13,563       13,563       13,563       13,563       13,563       13,563       13,563       13,563       162,750     
Builkding & Overheads 5,500          5,500          5,500          5,500          5,500          5,500          5,500          5,500          5,500          5,500          5,500          5,500          66,000       

22,596       22,596       22,596       22,596       22,596       22,596       22,596       22,596       22,596       22,596       22,596       22,596       271,150     

Overall net surplus / (deficit) (7,888)        18,113       (6,888)        (3,888)        21,113       (7,888)        (7,888)        17,113       (7,888)        (8,888)        18,113       (7,888)        15,350       

MIDMINSTER YOUTH CIO
BUDGET FOR 2026/27 



Risk-Based Approach to Budgets and Cashflow Forecasts

Breaking the 
budget/cashflow  down by 
the level of certainty helps 
to give a clearer 
understanding of the risks 
inherent in the figures and 
aids decision making and 
monitoring. 

Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Total
£ £ £ £ £ £ £ £

Confirmed & highly likely
Restricted Grants 10,000       -              -              10,000       -              -              10,000       10,000       40,000       
Unrestricted grants and donations 500             500             500             500             500             500             500             500             500             500             500             500             6,000         
Furlough grants 7,500         -              -              -              -              -              -              -              -              -              -              -              7,500         
Rental and room hire 12,000       12,000       12,000       12,000       12,000       12,000       12,000       12,000       12,000       12,000       12,000       12,000       144,000     
Social enterprise and rental 1,500         1,500         1,500         1,500         1,500         1,500         1,500         1,500         1,500         1,500         1,500         1,500         18,000       
Other income 4,000         4,000         4,000         4,000         4,000         4,000         4,000         4,000         4,000         4,000         4,000         4,000         48,000       

25,500       28,000       18,000       18,000       28,000       18,000       18,000       28,000       18,000       18,000       28,000       18,000       263,500     
Expenditure
Direct delivery costs 1,000         1,000         1,000         1,000         1,000         1,000         1,000         1,000         1,000         1,000         1,000         1,000         12,000       
Restricted fund projects 3,000         3,000         3,000         3,000         3,000         3,000         3,000         3,000         3,000         3,000         3,000         3,000         36,000       
Staff costs 15,000       15,000       15,000       15,000       15,000       15,000       15,000       15,000       15,000       15,000       15,000       15,000       180,000     
Overheads and other costs 5,000         5,000         5,000         5,000         5,000         5,000         5,000         5,000         5,000         5,000         5,000         5,000         60,000       

24,000       24,000       24,000       24,000       24,000       24,000       24,000       24,000       24,000       24,000       24,000       24,000       288,000     

Net confirmed & Highly likely 1,500         4,000         (6,000)        (6,000)        4,000         (6,000)        (6,000)        4,000         (6,000)        (6,000)        4,000         (6,000)        (24,500)     

Likely and target
Income 5,000         5,000         5,000         5,000         5,000         5,000         5,000         5,000         5,000         5,000         5,000         5,000         60,000       
Related expenditure (2,000)        (2,000)        (2,000)        (2,000)        (2,000)        (2,000)        (2,000)        (2,000)        (2,000)        (2,000)        (2,000)        (2,000)        (24,000)     
Net likely and target 3,000         3,000         3,000         3,000         3,000         3,000         3,000         3,000         3,000         3,000         3,000         3,000         36,000       

Overall net surplus / (deficit) 4,500         7,000         (3,000)        (3,000)        7,000         (3,000)        (3,000)        7,000         (3,000)        (3,000)        7,000         (3,000)        11,500       

THE NORTHERN COMMUNITY ORGANISATION 
BUDGET FOR 2021/22

Narrative plan and list of 
“pipeline” and planned 
bids and income 
opportunities to pursue



Risk-based budgets and forecasts

Apr-26 May-26 Jun-26 Jul-26 Aug-26 Sep-26 Oct-26 Nov-26 Dec-26 Jan-27 Feb-27 Mar-27 Total
£ £ £ £ £ £ £ £ £ £ £ £ £

Confirmed & highly likely
Restricted Grants 25,000       -              -              25,000       -              -              25,000       -              -              -              75,000       
Membership 917             917             917             917             917             917             917             917             917             917             917             917             11,000       
Donations 458             458             458             458             458             458             458             458             458             458             458             458             5,500          
Rental and room hire 5,000          6,000          6,000          9,000          9,000          5,000          5,000          5,000          5,000          4,000          6,000          5,000          70,000       
Café 4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          48,000       
Counselling services 3,333          3,333          3,333          3,333          3,333          3,333          3,333          3,333          3,333          3,333          3,333          3,333          40,000       

13,708       39,708       14,708       17,708       42,708       13,708       13,708       38,708       13,708       12,708       14,708       13,708       249,500     
Expenditure
Café (direct costs) 1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          14,400       
Counselling 2,333          2,333          2,333          2,333          2,333          2,333          2,333          2,333          2,333          2,333          2,333          2,333          28,000       
Staff costs 13,563       13,563       13,563       13,563       13,563       13,563       13,563       13,563       13,563       13,563       13,563       13,563       162,750     
Builkding & Overheads 5,000          5,000          5,000          5,000          5,000          5,000          5,000          5,000          5,000          5,000          5,000          5,000          60,000       

22,096       22,096       22,096       22,096       22,096       22,096       22,096       22,096       22,096       22,096       22,096       22,096       265,150     

Net confirmed & Highly likely (8,388)        17,613       (7,388)        (4,388)        20,613       (8,388)        (8,388)        16,613       (8,388)        (9,388)        (7,388)        (8,388)        (15,650)      

Likely and target
Grant income 25,000       25,000       
Rental income 1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          1,000          12,000       
Related expenditure (500)           (500)           (500)           (500)           (500)           (500)           (500)           (500)           (500)           (500)           (500)           (500)           (6,000)        
Net likely and target 500             500             500             500             500             500             500             500             500             500             25,500       500             31,000       

Overall net surplus / (deficit) (7,888)        18,113       (6,888)        (3,888)        21,113       (7,888)        (7,888)        17,113       (7,888)        (8,888)        18,113       (7,888)        15,350       

MIDMINSTER YOUTH CIO
BUDGET FOR 2026/27 (Year 2)



Risk-based cashflow forecasts



Cashflow Forecasting Software
Within accounting software App based

 (although integrated to many systems)
• Functionality usually included
• Basic, and based on AI looking at debtors, creditors 

and trends
• Usually up to 3 months or at most a year

• Three-way forecasting (cashflow, P&L, balance sheet)
• More advanced AI but can still struggle with grants 

and the charity sector
• Often up to 10 year forecasts can be prepared



Accounting Systems –  Example using Xero

Income & Expenditure 
by Activity

Income & Expenditure 
by Fund



Accounting Systems - Example using QBO 

Income & Expenditure 
by Activity (class)

Income & Expenditure 
by Fund (location)



Example – Xero Cash Report



Example – QuickBooks
Statement of Cashflows







• Bank reconciliation and AI auto feature
• Basic AI Cashflow forecasts
• Xero Cash Summary report (including filtering by fund)
• Export to Excel and extending to a forecast
• Example showing split by risk and funds

Cashflow Forecast Demo

Apr-26 May-26 Jun-26 Jul-26 Aug-26 Sep-26 Oct-26 Nov-26 Dec-26 Jan-27 Feb-27 Mar-27
£ £ £ £ £ £ £ £ £ £ £ £

Confirmed & highly likely
Restricted Grants -              25,000       -              -              25,000       -              -              25,000       -              -              
Membership 917             917             917             917             917             917             917             917             917             917             917             917             
Donations 458             458             458             458             458             458             458             458             458             458             458             458             
Rental and room hire 5,000          6,000          6,000          9,000          9,000          5,000          5,000          5,000          5,000          4,000          6,000          5,000          
Café 4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          4,000          
Counselling services -              5,000          -              5,000          -              5,000          5,000          -              5,000          -              5,000          

10,375       41,375       11,375       19,375       39,375       15,375       10,375       15,375       35,375       14,375       11,375       15,375       
Expenditure
Café (direct costs) 1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          1,200          
Counselling 2,333          2,333          2,333          2,333          2,333          2,333          2,333          2,333          2,333          2,333          2,333          2,333          
Staff costs 13,563       13,563       13,563       13,563       13,563       13,563       13,563       13,563       13,563       13,563       13,563       13,563       
Builkding & Overheads 5,000          5,000          5,000          5,000          5,000          5,000          5,000          5,000          5,000          5,000          5,000          5,000          

22,096       22,096       22,096       22,096       22,096       22,096       22,096       22,096       22,096       22,096       22,096       22,096       

Net confirmed & Highly likely (11,721)      19,279       (10,721)      (2,721)        17,279       (6,721)        (11,721)      (6,721)        13,279       (7,721)        (10,721)      (6,721)        
Opening bank balance 24,700       12,979       32,258       21,538       18,817       36,096       29,375       17,654       10,933       24,213       16,492       5,771          
Closing bank balance 12,979       32,258       21,538       18,817       36,096       29,375       17,654       10,933       24,213       16,492       5,771          (950)           

Likely and target
Grant income -              -              -              -              -              -              -              -              -              -              -              25,000       
Rental income 1,000          1,000          1,000          1,000          -              500             1,000          1,500          1,000          2,000          1,000          1,000          
Related expenditure (500)           (500)           (500)           (500)           (500)           (500)           (500)           (500)           (500)           (500)           (500)           (500)           
Net likely and target 500             500             500             500             (500)           -              500             1,000          500             1,500          500             25,500       

Overall net surplus / (deficit) (11,221)      19,779       (10,221)      (2,221)        16,779       (6,721)        (11,221)      (5,721)        13,779       (6,221)        (10,221)      18,779       
Opening bank balance 24,700       13,479       33,258       23,038       20,817       37,596       30,875       19,654       13,933       27,713       21,492       11,271       
Closing bank balance 13,479       33,258       23,038       20,817       37,596       30,875       19,654       13,933       27,713       21,492       11,271       30,050       

MIDMINSTER YOUTH CIO
CASHFLOW FORECAST 2026/27 (Year 2)



RESERVES



Fund Accounting - Restricted and Unrestricted funds

Funds

Unrestricted Funds

Unrestricted reserves 
tied up including 

fixed assets
“free reserves” Designated or 

committed

Restricted Funds

Income Endowment



Fund Accounting - Restricted and Unrestricted funds

Funds

Unrestricted Funds

Unrestricted reserves 
tied up including 

fixed assets
“free reserves” Designated or 

committed

Restricted Funds

Income Endowment



Free Reserves
Free reserves are that part of a charity’s unrestricted funds that is freely available to 
spend on any of the charity’s purposes. When calculating free reserves, the following 
should be excluded from total unrestricted funds:

• Tangible fixed assets used to carry out the charity’s activities, such as land and buildings
• Programme-related investments those held solely to further the charity’s purposes
• Designated funds set aside to meet essential future spending, such as funding a project 

that could not be met from future income
• Commitments that have not been provided for as a liability in the accounts



How much reserves should a charity hold? 
A reserves policy will be very specific to each charity. All charities have different funding streams and activities 
so the amount of money needed to be held in reserves will vary significantly across different charities. 
Particular areas to consider are: 
 
• Funds to allow for unforeseen emergencies or other unexpected needs, for example an unexpected repair 

bill or requiring funding for an urgent project
• Unforeseen day to day operational costs, such as cover for long-term sick absence.  
• Loss of grant income, and how much notice you would get if this is the case. 
• Planned commitments which may need higher levels of reserves. 
• Funds to allow for increased beneficiary need - external changes may mean your charity receives 

additional beneficiaries.  
• Working capital and cashflow requirements. Payment is arrears or by results can mean a significant need
• The need to fund short-term deficits in a cash budget, for example money may need to be spent before 

funding is received.  



CASHFLOW MANAGEMENT
AND CRISIS SITUATIONS



Cashflow Management
• Bank reconciliations kept up to date (ideally a live feed) and cashflow forecasts 

maintained and reviewed on a rolling basis.
• Cost control and authorisation – Clear authorisation processes can improve cost 

control. Authorisation should be with reference to cost, the budget and cashflow 
implications

• Debtors – Having clear payment terms and chasing processes. For regular sales use 
payment systems such as card readers or online payment facilities. For major grants 
and contracts maintain a close working relationship to help towards invoice 
payment (eg if there are any queries)

• Creditors – It is good practice to pay promptly but where there may be cashflow 
squeezes consider part paying or making payment arrangements with any major 
creditors



Post-YIF – Potential Cashflow Implications

• Bank balances may be much tighter without the YIF capital and revenue 
grants, so closer management of cash may be needed

• The YIF grants have often been transformational to the way the grantee 
operates and its business model. This can lead to new income 
opportunities but also risks around the management of the building

• YIF grant funding and focus on the build may have made it more difficult to 
raise income from other funders, donors and services. It may take a bit of 
time to re-establish these and hence create some interim gaps



Unrestricted earned income
Impact of asset ownership
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Cashflow difficulties

Short Term Longer term
• Slow payment of invoices
• Delays in receipt of grants or contract payments
• Large unexpected bill that needs time to pay
• Asset sales taking time
• Organisational restructuring costs and timings 

before benefits come through

• Continuing cashflow and budget deficits and 
downward trends

• Parts of the organisation making losses due to 
high costs and/or loss of funding

• Major debts accumulated and little in the way of 
assets

• Chasing invoices and working closely with major 
funders and contractors

• Review your pricing and update as needed
• Use of short-term overdraft and loans
• Improved cost control

• Identify the gap and take relevant action as 
needed (maybe a crisis or looming)

• Update organisational strategy and business plan
• Restructure organisation to make it sustainable



Establishing a gap and considering scenarios

• Understanding the gap between a stable cashflow and the projection 
is important as this gives a sense of the scale

• Look at potential risk scenarios that might impact even confirmed 
and highly likely income and expenditure, such as inflation, cost of 
living, permanent changes in behaviours, needs, ways of working etc

• The gap is likely to be a range rather than a single figure and may vary 
month to month

• Look at the gap over the next 12 months if possible, or at least until 
what is needed to bring stability





Routes out of a crisis situation 
• Establishing the gap and express it as % of income and / or costs
• Consider ideas or make suggestions in terms of cost reduction and reviewing cashflow 

forecast and explore options to cover the gap. The focus should be on what is 
controllable (e.g. 75% costs)

• Emergency cost control – e.g. everything needing CEO’s approval
• Speak with your creditors, especially HMRC – you may be able to make a payment plan
• Review the strategic direction and update/do a one-page plan
• Staff costs will be usually be the main controllable cost  - not always about redundancy 

but can be changes to working hours
• Increasing income is usually the most difficult but does need exploring. This could 

include going back to funders and stakeholders
• Review borrowing levels (where relevant). Issue is short-term then a loan might work
• Understand liquid reserve levels and impact on turnaround timescales



Routes out of a crisis situation 
• Consider strategic options such as collaboration and mergers, but beware these can be 

complex and take a long time
• If the “gap” approach does not work, then start with an “envelope” based on income and 

essential costs and then consider options to allocate the remaining expenditure – 
sometimes this can be easier (and feel more positive) than finding a gap

• Work with the board and prepare a paper for decision making. Be clear about the 
implications of not taking action and consider whether there is a need to report to the 
Charity Commission

• Take professional advice, as may be needed, particularly if a potential                      
insolvency is looming.

Confirmed / Highly likely income 267,043
Essential expenditure (194,231)
Envelope to allocate 72,812



Next Steps - After the webinar
Review your organisation’s approach to cashflow, including

• Do you prepare cashflow forecasts on a regular and rolling basis?
• Do you separating risk within the forecasts and help trustees understand these?
• Are you using the cash reports in your accounting software and is the bank reconciliation 

maintained up to date?
• Are your accounting policies and authorisation procedures up to date and meeting the needs of 

your organisation and governance needs?
• Are there opportunities to make savings?
• If you are having or heading for cashflow difficulties are you taking action. The sooner you do, 

the better the outcome. 



Coming up events & webinars
Webinars
• How to know you're running out of money before it happens - Cashflow (12th Feb 2026) 
• SORP Changes Made Simple - A clear walkthrough of the 2026 SORP updates and how to 

prepare without stress. (18th Feb)
• VAT Made Simple + Q&A - A practical VAT explainer + open Q&A for buildings, trading and 

capital project questions. (26th Feb)
• Your Building’s Not Making Money? Here’s How Others Are Cashing In Real examples of youth 

organisations turning space into steady income (3rd Mar)
• Don’t panic at year-end: What to know before your audit or charity accounts (17th Mar)

In-person grantee events
• London – 10th Feb
• Birmingham - 26th Feb
• Manchester – 11th March



? ??
? ? ?

?
?



Neal Trup:
neal@nealhoward.co.uk

mailto:neal@nealhowoard.co.uk
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