
    Issue date 25th August 2008 

Dealing with CIS tax Deductions 

Tax deducted from Sales Invoices 

If a sales invoice you have issued is paid by the customer with tax deducted, the amount 
deducted must be recorded for tax return purposes and the net receipt recorded in the 
bank account. 

♦ Create an account to hold the amount of the tax deducted until the full year end tax position 
is completed. Use the ADD A CUSTOM ACCOUNT process and we suggest you use 
something like “CIS Deductions suffered Tax Year 2008/09”. The account type would be 
CURRENT ASSETS – OTHER 
 
             ACCOUNTS  ADD A CUSTOM ACCOUNT 

 
♦ Create the Sales Invoice in the usual way via the ACTIVITIES menu. 

 
ACTIVITIES  CREATE INVOICE  Invoice tab  
 

♦ When the Customer makes the net payment, initially record the payment as if the full 
amount has been received via the RECEIVE PAYMENTS process. It is important that at the 
DEPOSIT TO field UNDEPOSITED FUNDS is selected rather than a bank account. 
 
             ACTIVITIES  RECEIVE PAYMENTS 
 

♦ The net payment received must now be transferred to the bank account from 
UNDEPOSITED FUNDS. This is done using the TRANSFER FUNDS screen 
 
   ACTIVITIES  TRANSFER FUNDS 
 

♦ The unpaid amount now needs to be transferred to the CIS Deductions suffered Tax Year 
2008/09 account.  Use a Journal Entry to do this. 
 
             ENTITY NAME  JOURNAL ENTRY 
 

 
 
 
 

 

 

 

 

 
 

Note: It is perfectly possible to use a single journal entry to make both the transfers to the bank 
account and the deduction account and you may prefer to do this if you have many transactions 
of this nature to record. 
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Tax Deducted from Suppliers Invoices 

If you are required to deduct tax from a suppliers invoice, you will need to deal with tax 
deducted, make net payments to the supplier and pay the tax over to HM Revenue & 
Customs. 

♦ Create a liability account to hold the amount of the tax deducted until it is paid over to HM 
Revenue & Customs.  Use the ADD A CUSTOM ACCOUNT process and we suggest you use 
something like “CIS Deductions held Tax Year 2008/09”. The account type would be 
CURRENT LIABILITIES – OTHER 
 
             ACCOUNTS  ADD A CUSTOM ACCOUNT 
 

♦ Via the ACTIVITIES menu enter the Bill in the usual way for the full amount including VAT if 
relevant. Before you SUBMIT however, ADD ITEM, select the CIS Deductions held Tax Year 
2008/09 account and enter as a NEGATIVE the amount withheld and a VAT rate selected 
as “OUT OF SCOPE”. 

 
ACTIVITIES  ENTER BILL/CREDIT NOTE  
 

 
 

♦ When the Bill is paid, the net amount is shown for payment. Remember to pay over the 
deduction to HMRC at the appropriate time. 
 
 
 
 
 


