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It is important that staff processing journals or virements understand the fundamental differences between the two in order to effectively manage school budgets. A brief description of journals and virements, with examples, is included below:

Journals

A journal is a physical transfer of actual money:
a) either between Ledger Codes on Oracle within your own Delegated Budget (in which case the net effect on cash flow for your Lloyds Bank Account is zero)
b) or between you and another SCC Department/School (in which case the money will transfer in/out of your Lloyds Bank Account within the appropriate ZZ Oracle weekly extract file total)

Journal requests should be used for the following:
- Paying money to another school or SCC department
- Miscodings of transactions such as invoices or income received
- New employees set up on incorrect Ledger Codes

It is important that schools follow this guidance and only submit journals for reasons listed above. Journals submitted incorrectly may be identified by external audit as an error in the Suffolk County Council accounts.  It is not appropriate or possible  for CSD staff to validate all journal requests therefore it is the responsibility of the school to ensure journals submitted are valid.  If queried by auditors, schools should be in a position to provide supporting documentation to the journal.

Virements

A virement is a formal change to agreed budgets and does not involve the transfer of actual money.

Examples of appropriate virement requests include:
- Planned changes to spending as a result of additional income received or promised
- The cost of additional staffing not included in the original budget
- Changes required as a result of the difference between the estimated and actual carry forward
- Unforeseen circumstances requiring significant changes to planned spending or support from Budget Reserves
Virements should not be actioned for “matching to actuals” as variances are hidden in financial management reports.

It is important that schools follow this guidance and only submit journals for reasons 

1. SCHOOL RESPONSIBILITIES
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Using Appropriate Codes 

It is important that schools code income and expenditure correctly to ensure accuracy of CFR reporting for benchmarking purposes and also the accuracy of the Suffolk County Council accounts.

We would therefore recommend that schools follow this guidance when requesting journals. The Suffolk ledger coding list is available in Section 3 of the Purple Financial Administration Handbook (and may also be downloaded from SchoolSurf) and the details of CFR can be obtained from Section 4 of the Handbook or downloaded from the government’s Value for Money website: http://www.dfes.gov.uk/valueformoney/index.cfm?action=CFR.Default&ContentID=16 (N.B. the most up-to-date version is Version 5.0 – 2007). The Finance Helpline can also be contacted if specific advice is required. 


Authorisation of Journal Requests

Schools are responsible for maintaining adequate financial records to provide appropriate audit trails. It is therefore essential that the school is able to produce sufficient evidence of appropriate authorisation for each journal request sent through to the Finance Helpline.

The evidence that you should have for each request should consist of:
- a copy of the completed journal request form sent to the School Support (Finance) Team (see next section) which has been printed by the school and signed/dated by the individual authorising the journal who in many cases will be the person named in Section 3 of the form. Where this is not the case then both individuals should sign the form.
- Associated paperwork to support the requests. This could consist of e-mails, copies of invoices, weekly extract FMS suspense files etc. but in each case there should be sufficient evidence that the school has acted appropriately in requesting the transfer of funds (brief details of these documents should be recorded on the journal request spreadsheet)

You would also be advised to keep a copy of the e-mail used to send the journal spreadsheet to the Finance Helpline until you have evidence of the journal having been processed correctly by us. 

2. HOW TO REQUEST A JOURNAL
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COMPLETING THE SPREADSHEET
The School Journal Request spreadsheet can be downloaded from the Schoolsurf: 
Finance Service > Financial Administration > Templates & Calculators


The journal template should be completed as follows: 
Section A Reason for Journal. 
This should be selected from the drop down box available with options: Miscoding, Movement of Grants, Cost Sharing or Internal Recharge. For more information about Internal recharges, please see section 4.
Section B Journal Name 
This is the title of the journal – we recommend this being a summary title for what the journal is for. An example would be if submitting a journal request for charging other schools for room hire, a suitable journal title would be “Room Hire”.
Section C Journal Lines:

3 Digit School Number Complete this field with EE followed by 3 digit school number. E.g “EE002”
Ledger Code 
Clicking in this field should show a drop down arrow that when selecting, provides a drop down list of valid SIMS ledger codes to choose from. 
Cost Centre
 is an optional box which you may find useful to complete prior to reconciliation of the journal when it appears on your weekly Oracle reconciliation file (ZZ file). This information is not used by the Finance Helpline.
Debit Entries here will increase expenditure or decrease income
Credit Entries here will decrease expenditure or increase income
N.B. there can only be a debit or credit on each line – not both!
Narration 
This should include specific information for the charge. In the case of the earlier example of Room hire, a suitable narration would be the date of the hire “5-May-10”. 
Extract File Preview 
This area provides a preview of what will be shown within the weekly file for the school receiving the transaction. Weekly file has 2 fields of journal information. We recommend that these fields are reviewed to see if the transaction would provide enough information to enable this to be easily recognised and reconciled. 
Supporting Evidence 

This should include details of associated paperwork to support the requests (see Authorisation of Journal Requests section above)
The journal request form must balance (i.e. the net of all debits and credits balances to zero). A message will appear in the bottom right corner of the form to confirm it balances. Spreadsheets which do not balance we will not be able to process.
Section D 
This should be completed by an individual who has delegated authority to approve journal requests, or a member of support staff that has been instructed by such an individual to forward the request to the Finance Helpline for processing (see also Authorisation of Journal Requests section above) 
Tick Check Box to Certify 

This box must be ticked prior to sending; where it has not been ticked the form will be returned to the school unprocessed
Section E 
This gives details of where to e-mail the form. Please note that requests cannot be accepted by other routes.
Section F 
This should be left blank

3. ACCOUNTING FOR INTERNAL TRANSACTIONS
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NB: This guidance replace the previous guidance for banker schools

More frequently Schools are collaborating and sharing resources across their clusters & pyramids. This guidance has been produced to ensure schools are following correct accounting practice when transacting between schools within Suffolk County Council. There is a focus on ensuring income & expenditures are not overstated within the accounts.
4.1 Different types of internal transactions

When schools are sharing resources, it is important for accounting purposes to establish which type of scenario is appropriate:

· Collaboration (cost sharing) - joint finance to purchase goods or services
· Internal Recharges – For goods or services provided use of special facilities or functions within Suffolk County Council (SCC) - includes other schools
· Movement of external grants – distribution of external grants received, to other schools
Collaboration (cost sharing)
Examples of collaboration would be a number of schools working together agreeing to contribute towards a project or fund. This may be to purchase some equipment, supplies or materials that will be for shared use to contributing schools. Another example could be an instructor or someone employed for a very specific project. Employment will be by one school but cost of employment shared between the schools benefiting from the employment. Shared site costs to other SCC establishments would also be an example of this.
Internal Recharges - Goods or services provided
As a school you may be providing other schools the use of your premises, special facilities or services. Examples of these would be use of sports facilities that you have purchased from your own schools funds and hire out the facilities.
Movement of external grants

A school in receipt of an external grant received on behalf of a number of schools. This scenario involves your school distributing the grant to nominated schools for them to spend on a specific purchase within scope of the grant.
We have reviewed the transactions that schools have used in 2009/10 accounts to identify different examples into relevant scenarios. Please review this in ANNEX A to assist you.
Once you have identified the type of internal transactions that you are using in your school, please see the relevant section below on how to correctly account for these.
4.3 Cost sharing
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Where to Start…
One school should be nominated co-ordinator of agreed contributions & spending. Responsibilities of this role will include:

· Document terms of reference setting out the responsibilities of each school & governance arrangements. Included in this would be schedule of payments to school co-ordinating the purchase. In the case of larger scale purchases or projects, details of ledger codes and how frequency and requirements of reporting of spend of the project to the group.
· Maintain a record of how much each school is due to contribute to project

· Maintain a record of agreed purchases
· Procure goods/services

· Maintain commitments of purchases

· Arrange payment for goods/services

· Charge schools for their contribution to the project

As a school contributing to a project, responsibilities will include:

· Agreeing the contributions to a project

· Setting aside or “ring fencing” funds within their budget for their contribution towards the project

· Accepting the charge as agreed in terms of reference document 
What is changing?
The main changes in accounting practice are around internal recharging and internal incomes. 
Previously, schools acting as “banker school”:

· Collected in contributions when agreed by journal transfer showing credit to “Income from service provided” code. School making the contribution would be charged on “Payments to Other Schools” code.
· Banker School would pay for goods, charging a supplies and services code. E.g. materials purchase.
Revised accounting practice
· Contributions are shown in contributing schools budget plan as ring fenced funds & would recommend a separate cost centre in FMS6. 
· At the point the expense is incurred, banker school pay for goods and services on the relevant expense code under CFR. 
· Journal to charge other schools contributions against the same expense code, CR their schools expense code to reduce the original expense. 
· The net effect will be that school administering the transactions will have a net charge that should represent their contribution to the project.
· This should be agreed in advance & documented in Terms of Reference Document.

Example: Accounting transactions relating to purchase of equipment 

Terms of Reference in this scenario: 

· School A is co-ordinator school. 

· Schools A, B, C & D are contributing equal amounts towards the purchase of some sports equipment used by all schools at a cost of £2,500.
1. School A source and procure equipment from company Sports Equipment Ltd. School A pass invoice with invoice number 1234 for payment. School A receive invoice and arrange payment coding invoice to 30000 for Equipment Purchase.

2. School A arrange a journal request to charge Schools B, C & D for their contribution towards the purchase. Journal will be:

	
	School
	Journal Description
	Ledger Code
	Amount

	DR 
	School B 
	Sports Equipment Ltd Inv 1234
	30000
	£625

	DR 
	School C 
	Sports Equipment Ltd Inv 1234
	30000
	£625

	DR 
	School D
	Sports Equipment Ltd Inv 1234
	30000
	£625

	CR 
	School A 
	Sports Equipment Ltd Inv 1234
	30000
	£1,875


This will leave a balance of £625 on School A ledger code 30000 relating to the purchase of the sports equipment. CFR is not inflated for income or expenditure as cost is shared at the point of spending.

Each group/cluster of schools should come to an agreement regarding authorisation of payments to be made by the Banker School on behalf of other schools etc using a Term of Reference document. 
4.4 Internal Recharges - Goods or services provided
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Where to Start…

As a school you may be providing other schools the use of your premises, special facilities or services. Examples of these would be use of sports facilities that you have purchased from your own schools delegated budget and hire out the facilities.

What is changing?
This is different from sharing costs or grants as this relates to your school trading with another part of SCC in the same way you might trade with external organisations. To ensure the accuracy of the accounts for SCC, any internal trading needs to be separately identified within the accounts as no additional income is being raised outside of the authority with these types of transactions. 

Providing goods or service to another school

If you provide goods or service to another school, you should use an income ledger code within CFR heading of I08 either 81221 or 84100. The charge to school receiving goods or services should be charged on payments to other schools 38896.
Providing goods or service to another SCC establishment

If you provide services to another SCC establishment, the establishment should provide you with a ledger code being one of the following dependent on the type of charge:
	Type of Expense
	Code to Charge SCC department

	Employees
	60000

	Premises
	60010

	Transport
	60020

	Supplies & Services
	60030

	Agency & Contracted Services
	60040

	Traders Additional Services
	60050


Example: School A hire room to School B for a meeting 
	
	School
	Journal Description
	Ledger Code
	Amount

	DR 
	School B 
	Hire of room 7/4/14
	38896
	£100

	CR
	School A
	Hire of room 7/4/14
	84100
	£100


Example: School A hire room to CYP for a meeting 

	
	School
	Journal Description
	Ledger Code
	Amount

	DR 
	CYP
	Hire of room 8/4/14
	60010
	£100

	CR 
	School A
	Hire of room 8/4/14
	84100
	£100


Please note: that it is the responsibility of the department that you are trading with to provide you with the appropriate Oracle code to arrange the charge.  If you have any issues with the code that has been provided to you, please contact the finance helpline finance@schoolschoice.org
4.5 External Funding
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Administration of the Grants

In the scenario your school is in receipt of a grant received from outside Suffolk County Council and is for distribution/use for a number of schools, the following accounting practice should be followed:

· Cheque or BACS payment into school bank account code to “Other grants and payments received” 81210 or 85923 if Grant received from a Government body.
· Spending of grant should be reflected across the appropriate CFR expense codes
· If grant is to be distributed directly to other schools to spend, DR 81210 or 85923, CR 81210 or 85923 (school receiving part of the grant) via journal transfer.

· Schools in receipt of their part of the grant should spend across relevant expense codes as per CFR.

Accounting with this method, the value of the grant is only accounted for once across Suffolk County Councils accounts, will avoid any potential distortion of Banker School CFR reports and will help ensure that at year-end delegated budget carry forward positions are accurately reflected. 
A simple spreadsheet will be made available to assist with record-keeping and reporting.
Where a grant is specific & ring fenced, we recommend use of separate cost centres in SIMS FMS6.

 

Journal Requests
Journal requests should be sent to finance@schoolschoice.org our normal processing time allow for requests being processed and appearing in weekly reconciliation files (Tuesdays) within 5 working days of requests being submitted. This means:

· Journals received Wednesday, Thursday & Friday - processed into Tuesdays weekly reconciliation file 

· Journals received Monday, Tuesday - processed into following Tuesdays file For more information and to download the most up to date journal request template, please follow this link:

Further Guidance

For any queries relating to journal requests or accounting for transactions between schools, please contact Finance Helpline by telephone 08456 037684 or email finance@schoolschoice.org
ANNEX A
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The grid below details some common examples which we have sorted into the relevant examples:

	Example
	Scenario

	Schools working in partnership, each contributing to purchase item of equipment
	Collaboration (Cost Sharing)

	Hiring of rooms in School to another School or SCC establishment
	Goods or services provided

	School is nominated “Banker School” to receive an external grant for use by many schools. Agreement of how the grant to be spent is agreed between the schools. Amounts of the grant are transferred to another school for them to spend.
	Movement of external grants

	Schools working in partnership, each contributing to the cost of employing an instructor to run after school activities
	Collaboration (Cost Sharing)

	School Sports Partnership
	Goods or services provided

	Shared Site Utility Costs:

Another School

Other SCC establishment (inc

SCC Children’s Centres)
	Collaboration (Cost Sharing)

	Appointment of staff based at School cost of appointment shared across pyramid

E.g. family support worker, instructor.
	Collaboration (Cost Sharing)
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