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Finance Directorate
The Parkhouse Building  (  Kingmoor Park  (  Carlisle  (  CA6 4SJ

E: david.peacock@cumbria.gov.uk

20 January 2022
To all Head Teachers and Finance Officers – Chequebook (Own System) Schools

Dear Colleagues
YEAR END 2021/22 – ADVANCE NOTICE
For your information the year-end financial closedown timetable for maintained schools has been finalised.  The final submission date for chequebook schools’ year end accounts for the financial year 2021-22 is Monday 14th March 2022.  
The final year end accounts and pro forma returns must be uploaded via the School Portal by the deadline date.  The “School Year End Pro forma 21-22” must be submitted as an excel version and be accompanied by all required supporting documents (see para 3.1 of the attached year end guidance notes).  A new returns folder has been set up on the School Portal named:


Chequebook Schools – Year End 2021-22
When uploading files to the School Portal, the Portal automatically adds the DfE Number, School name and the date to the beginning of the document name, so that we can easily identify it. Therefore, the documents only need to be named as Year End 2021-22 (for the Year End pro forma).
All supporting documents (not included in the year end pro forma excel workbook) should use a description of the contents, for example Year End 2021-22 – Bank Rec or Year End 2021-22 – Summary Trial Balance etc.
We will also require a signed copy of the returns; these should be uploaded as a PDF document named Year End 2021-22 – Signed.
In accordance with the attached guidance (see below at Appendix 2) please do not use a prior year end pro forma for your submission.  An updated year end pro forma for 2021-22 will be sent out with this letter.  Any submissions on old returns will not be accepted.
New Requirement for 2021-22

Grant Thornton, the Council’s external auditors, are continuing to ask for independent confirmation of a sample of chequebook school bank balances at the year-end. This involves Grant Thornton writing direct to banks and asking for that confirmation.  In order to prepare for this, we are asking all chequebook schools to send a letter to their bank confirming your authorising for the bank to provide information to Grant Thornton ahead of the year-end closedown.  Attached to this letter at Appendix 1, there is a template letter which you are asked to send to your bank(s) on school letterhead signed by the Headteacher as soon as possible.  This will smooth the year-end audit process. 
Payment of the final March funding instalment

The final budget allocation sheets and funding schedules will be available to download from the School Portal from Monday 7th March 2022 and the final March instalment will be paid into your school’s bank account on Wednesday 9th March 2022.  

Bank Statements

You may need to obtain a bank statement either directly from the bank or on-line to complete the reconciliation by the deadline of 14th March 2022.  If it is not possible to obtain an up-to-date bank statement, please use the last bank statement received in school to produce your bank reconciliation (i.e. February).   

March Payroll Instructions

The practicalities of closing the accounts before the end of the financial year mean that you may have to put in an estimate (creditor) for your March payroll if you have not received notification from your payroll provider of the actual costs before the accounts deadline.  If you are using an estimate this should be set at the same level as the February payroll costs but taking into account any known differences, for example a member of staff leaving or a reduction/increase in hours.  
If using an estimate for your March payroll costs, you must clearly show how the estimate has been derived, in particular a working paper should be provided to show how the total payroll creditor has been split between net pay, pensions, tax and NI.
The year-end return (ISBF) requires the total payroll creditor to be broken down into the following creditor categories:


Creditors General

Pension & other contributions e.g. student loan, union etc.

Creditors Net Pay

Employee net pay


Creditors PAYE

Employee tax


Creditors NI

Employee & employer National Insurance contributions

Please follow these procedures if you need to put in an estimate for the March payroll costs:

Schools using FMS or SAGE Accounting Systems
The March estimated payroll costs should be posted as a reversing journal, to reverse in Period 1, 2022 against the Payroll Control Account i.e. PY01.  Then when you receive your actual payroll costs from your provider these should be posted in the new financial year and any under or over estimates will automatically be credited or debited against the relevant salary ledger codes.  
Schools using LA Accounting Spreadsheets
Input your payroll estimates for March on the payroll summary.  The payroll creditor on the ISBF should include any on costs from February that have not yet gone through the bank together with the total payroll costs for March (net and on costs) as per your payroll summary.  If you need to estimate your payroll costs for March do not show your payroll estimate as an unpresented item on the bank reconciliation, it should be reported as a creditor on the ISBF.
Creditors and Debtors 
As in previous years, it is County Council policy to only include material items over £10,000 as creditors/debtors and if necessary, an estimate should be included if the actual invoice has not yet been received.  However, please note that if you do include items below the value of £10,000 as creditors/debtors you must provide a full breakdown (see para 6.1 of the attached year end guidance).  In line with last year, we will not be issuing an internal creditors list.  Please ensure that all CCC invoices are paid promptly on receipt.
Furthermore, please note that for 2021-22 creditor balances must be separately reported in the following categories:
a. Creditors General
b. Creditors Capital
c. Creditors Net Pay
d. Creditors PAYE
e. Creditors NI
Please do not make any amendments to the ISBF categories as this could result in your accounts being incorrectly reported.  All items included on creditor lists will be rigorously checked to ensure that they meet the criteria (see paragraph 6.1 of the attached year end guidance).  Any items identified not meeting the accruals concept will be removed. 
VAT

As you will be closing your accounts before the financial year ends your accounting system may not allow you to run your VAT report therefore you will not be able to close the financial year on the system.  If this is the case, you MUST not post any further transactions to the system until after you have run your March VAT report and closed the financial year.  This process may not be possible until after the 1st April 2022.
The deadline for submitting your Quarter 4 VAT claim will be 20th April 2022.
Inventories
Please note that this return is only relevant to schools that have inventory accounts for items of stock such as catering, uniform etc.  If you do not hold significant amounts of inventories for re-sale (less than £1,000) you do not need to complete this return.  However, if you have previously submitted an inventory return you will need to complete a return this year as you need to show the balance of inventories brought forward from 2020-21 and account for movement in year even if your inventories are nil as at 31st March 2022.  A separate inventory should be prepared for each type of stock, i.e. catering, uniform etc.
Senior Officer Remuneration and Exit Packages
The following paragraph is only relevant to schools that do not use CAPITA payroll:

Local government accounting practice requires the County Council to provide details of senior officer remuneration packages over £50,000 in £5,000 bandings as a note to the accounts.  We are also required to report on exit packages agreed including compulsory/voluntary redundancies, pension contributions in respect of added years, ex gratia payments and all other related departure costs.  We need to disclose the total cost of packages agreed grouped in bands of £20,000 up to £100,000 and £50,000 thereafter.  In order to collate this information two returns have been included in the year end pro forma.   Please note that a provision should be included in the accounts as an accrual for all agreed exit packages (even if the effective date falls into the 2021-22 financial year).  Please see sections 9 and 10 in the attached guidance. 
Finally, may I remind all schools that it is a school responsibility to provide fully reconciled accounts by the deadline set – this is one of the conditions for continued use of your local bank account, and failure to do so can lead to withdrawal of this facility.  If you foresee any problem in achieving this, it may be advisable to seek external help from an outside provider.  You must not make any adjustments to the accounts after you have submitted your accounts to the local authority.
Electronic versions of the 2021-22 accounts pro forma have been sent out along with this letter and will also be available in the Reference Library within the Finance Folder.  If you have any questions about the year-end closure process, please does not hesitate to contact me.
Yours sincerely
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David Peacock
Accountant
Appendices:

1. Authority to Bank Template Letter
2. Guidance on Year-end Accounting for Schools Using their Own Accounting System 2021-22

Appendix 1

Authority to Bank Template Letter
[on School Letterhead]

Date: 

Our Ref: 

Dear 

Audit Confirmation - Year End Balances 

For the purpose of the audit of Cumbria County Council we authorise you to furnish to our auditors, Grant Thornton, with information that they may from time to time require concerning our accounts and related dealings with you.

This authority shall continue in force until withdrawn or amended by us.  

Yours sincerely

Signature of Headteacher

[Name]

[Headteacher]

Appendix 2

GUIDANCE ON YEAR-END ACCOUNTING FOR SCHOOLS USING THEIR OWN ACCOUNTING SYSTEM 2021-22
1. Introduction

1.1 This paper sets out a number of guidelines concerning year-end accounting procedures, applicable to schools in Cumbria not using the LA accounting system (known as E5). In the financial year 2021-22 this applies to all schools using their own accounting system.

2. Quarterly Monitoring Reports

2.1 As part of the ongoing monitoring process, schools are required to submit quarterly ISBQ reports. These are summary statements, which are reviewed by the Finance Unit. These can be submitted on either a cash or accruals basis.

3. Year-end Reports

3.1 The summary ISBF report should be submitted by Monday 14th March 2022.  The ISBF follows the same basic format of the ISBQ reports and must correspond to the more detailed ISBD report, due at the same date. The format of these returns follows that of the Consistent Financial Reporting (CFR) Framework, and it is essential that schools use the correct pro forma (issued in conjunction with this letter, not the pro forma relating to previous year ends as it has changed).  If the incorrect pro forma has been used, you will be asked to re-submit your return on the correct pro forma. Please do not amend the ISBD descriptions and nominal codes as this could result in your accounts being incorrectly reported.  The ISBF includes a cash reconciliation section which must show all balance sheet entries and in turn must reconcile back to the schools surplus / deficit. These year-end reports must be treated on an accruals basis, i.e. they must contain any provision made for year-end creditors or debtors (see section 6.1 below).  It is the responsibility of schools to produce balanced accounts and provide relevant paperwork to support the entries, these should include:
a. A breakdown of:
Debtors





Prepayments





Creditors





Internal Creditors




Accruals





Inventories
b. Accounting System:
Summary Trial Balance
or:

c.  LA Spreadsheets:
Budget Summary, Payroll Summary, VAT worksheet

d. Bank Reconciliation:
Bank Reconciliation Summary






List of Unpresented items

Copies of bank statements for all LA accounts including investment and deposit statements

e. Details of Remuneration over £50,000 and Exit Package (only for schools not using CAPITA payroll services)
f. Formula Capital Return
g. Primary PE & Sports Grant Return (Primary Schools only)
4. The Accruals Concept

4.1 LA revenue accounts and balance sheets must be prepared on the basis that revenue and costs are accounted for when earned or incurred, not when money is received or paid. Revenue and costs are matched so far as a relationship can be established or justifiably assumed and dealt with in the Income and Expenditure Account of the period to which revenue and costs are recognised.

5. Revenue Items

5.1 Revenue items should be shown in the “Delegated” column of the ISBD except for reporting the spend of the Primary PE & Sports Grant which should be shown in the “Earmarked & Capital” column of the ISBD and must reconcile to the Primary PE & Sports Grant and Formula Capital Returns.
Capital Items

5.2 As you will note there is section on the ISBD for Capital Income and Expenditure, this is to ensure we comply with CFR regulations.  Please note any unspent capital balances from funds received directly from either the DfE or Private Funds should not be included in the accounts but shown as non-LA funds on the cash reconciliation statement.  Capital Income and Expenditure should be shown in the “Earmarked & Capital” Column of the ISBD and must reconcile to the Formula Capital return.  See also para 7 – Formula Capital.
Private Funds

5.3 If expenditure from Private Funds (e.g. PTA) is for the benefit of the school, then the expenditure should be included in the year-end accounts with a corresponding entry in Donations (I13) to offset the payment.  Any unspent balances on Private Funds should remain completely separate from the schools accounts.

Balance B/fwd

5.4 This must be the approved LA balance from brought forward from 2020-21 as notified to you in writing from the Finance Unit.

6. Balance Sheet Items

6.1 Debtors and Creditors
6.1.1  A full breakdown by supplier is required for all creditors, debtors, accruals and prepayments incorporated in the accounts.  The breakdown must reconcile to the balances in the accounts.  Schools must account for all creditors and debtors over £10,000.  Any items below this value need not be included in the year end accounts.  However, if items below this value are included in your creditor or debtors balance, please note that a full breakdown is required.  If the actual invoice has not been received an estimate should be used. 
6.1.2  You should return the Creditors and Debtors forms included in the Year End Pro forma or alternatively printouts from your finance system (as long it provides the same level of detail) with your Year End accounts. 
6.1.3  In addition, please note that the ISBF requires that Creditor balances are split out as follows:
Creditors General

Creditors Capital

Creditors Net Pay

Creditors PAYE

Creditors NI

6.1.4  It is important to note that the total payroll creditor must be split between the relevant payroll creditor codes (see instructions included in the attached letter).
6.1.5  Before submitting your creditor list it is important that the items listed are for goods and services that have been received or expected to be received by 31st March 2022.  For example, you cannot include items for works that are not expected to be started until after 31st March 2022.  All creditors must include the supplier name and a brief description.
6.1.6  Likewise, before submitting your debtor list it is important that the items listed are for goods and services that have been provided or expected to be provided by 31st March 2022.  For example, you cannot include items for services that are not expected to be provided until after 31st March 2022.
6.1.7  When completing the creditor and debtor lists is important to note that our external auditors, Grant Thornton, may request a copy of the invoice when received to verify that the details on the invoice indicate that the goods or services were supplied before 31st March 2022.  It is schools’ own responsibility ensure that any requests for creditors or debtors meet the criteria.

6.2 Cash

6.2.1 Schools are reminded that they are required to account for and reconcile unspent monies in their bank accounts. The balance in the school bank account maintained for ISB monies must reconcile with the ISBF return submitted by the school to the LA. Where non-ISB monies are included in this school bank account these should be identified separately on the return.
6.2.2 Schools must submit the following supporting paperwork in respect of their cash balances: 

Bank Statements as at account closure date (this can be an on-line statement)

Details of Unpresented Items

Details of Petty Cash balances
6.2.3 Schools will be required to show a detailed analysis and proof of any totals shown above to our external auditors including copies of deposit and investment statements.  Deposit and investment account balances should be clearly identifiable on the bank reconciliation statement.
7. Formula Capital
7.1 All schools should complete the Formula Capital return as part of the year end accounts process, schools can carry any under spend on Formula capital to the next financial year (note that 20K Formula Capital must be spent by 31 March 2022).  Unspent Formula Capital should be treated as deferred income in the accounts.  In order to do this, you need to reduce your income from the LA and include the same balance as deferred income on the Balance Sheet section.  The breakdown of deferred income must reconcile to the Formula Capital return.  Do not include non-LA funds in the Deferred Income section of the ISBF, these balances should be shown under Non-LA Funds.
7.2 Within the ISB returns, Formula Capital income must be shown within the income line "Income from LA”.  Capital expenditure must be broken down over the various capital expenditure lines only (see last section of the ISBD) and shown in the middle column on the ISBD (Capital Expenditure); this is to comply with CFR. 
8. Primary PE & Sports Grant

8.1 A return has been included in the year end pro forma to report any carry forward of this ring-fenced grant.  All Primary schools are required to complete this return.  Please note that the academic year 2020-21 grant allocation (SP20) must be fully spent by 31st July 2022.  The academic year allocation 2021-22 (SP21) conditions of grant specify that the grant must also be spent in full by the end of the academic year 2021/22.  Any carried forward of this grant as at 31 March 2022 should be treated as deferred income in the accounts.  In order to do this, you need to reduce your income from the LA and include the same balance as deferred income on the Balance Sheet section.  The breakdown of deferred income must reconcile to the Primary PE & Sports Grant return.  Do not include non-LA funds in the Deferred Income section of the ISBF, these balances should be shown under Non-LA Funds.
9. Senior Officer Remuneration

9.1 This note is a requirement for all schools that do not use CAPITA for payroll, as the County Council has to report in their statutory accounts details about all staff that received remuneration of £50,000 or more during the year.
9.2 Remuneration includes gross pay, sums due by the way of expense allowances, compensation for loss of employment and the money value of benefits received other than in cash but excludes Employer and employee pension contributions.  Expense allowances which are chargeable to tax, for example the profit element of car allowances should be the amounts declared to the Inland Revenue on form P11D.  The County Council or our External Auditors may contact the school request further details.

9.3 A pro forma is included in the year end return to collect this information for schools not using CAPITA payroll.  The pro forma provided by the school does not need to include the person’s name, therefore you should include either the payroll number or refer to the individual as Person 1, Person 2 etc.  NIL RETURNS ARE REQUIRED.
9.4 Please note that it is the TOTAL remuneration paid in year so staff whose gross annual salary is less than £50,000 will need to be included if they have also received a redundancy or settlement payment that takes them over £50,000 in total.
10. Exit Packages

10.1 This is a requirement for all schools that do not use CAPITA for payroll, as the County Council has to report in their statutory accounts details of exit packages agreed analysed between compulsory redundancies, additional pension contributions (i.e. actuarial/pension strain costs), payment in lieu of notice, settlement agreements and any other departure costs.  Please note that the Local Authority or our External Auditors may contact the school request further details.

10.2 A pro forma is included in the year end return to collect this information for schools that do not use CAPITA Payroll.  The pro forma provided by the school does not need to include the person’s name, therefore you should include either the payroll number or refer to the individual as Person 1, Person 2 etc.  NIL RETURNS ARE REQUIRED.
11. Teacher’s Pension Returns

11.1 For all schools who do not use CAPITA as their payroll provider we require a summary of your Teachers Pension Contributions for 2021-22.  This return should be emailed to David Routledge at david.routledge@cumbria.gov.uk by Friday 22nd April 2022 at the latest, but earlier if possible.  Please ensure that your payroll provider is aware of this deadline.
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