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VAT DIFFERENCES
The annual year end closing procedure usually present several schools with differences between VAT totals on the Trial Balances and the cumulative total of submittals due for reimbursement. The following are some precautionary tips aimed at reducing the occurrence of these anomalies:  
1	Allowable Difference
There may be a difference between the totals on the VAT codes on the Trial Balance and the total submittals outstanding.  This will represent the VAT element on any transactions entered in April, relating to period 12 but which will be included in the April VAT submittal report. Any other difference should be investigated to determine if it is the result of an omission or error.
2	Voluntary Aided Schools
The element of capital works expenditure, not eligible for VAT reimbursement in respect of VA schools, should not include VAT when processing related invoices on FMS. The gross amount should therefore be posted to the relevant ledger code(s).  If these invoices are included, with VAT, the non-refundable amount will be manually deducted from the submittal report, prior to reimbursement. That amount will remain on the trial balance VAT account, until adjusted. When eventually adjusted, against the relevant expenditure ledger code, this will result in unbudgeted commitment(s) in the year that the journal is posted.  Two adjustment journals will need to be carefully entered via the cashbook. Your Business Analyst can however assist with this process. 
3	Misallocation of Income
Occasionally amounts received for other income are processed as VAT reimbursement journals or VAT income, entered as a normal cashbook journal. These transactions will require correction so that the trial balance reflect the correct amount outstanding.  
4	Closing of Submittal Report Print Process on FMS
Be careful when printing the monthly VAT submittal report, to ensure that you answer “Yes” to the successful print question after retrieving the report from your printer.  This will prevent additional transactions being added via Accounts Payable or Receivable after that submittal have been presented for reimbursement.
5	Reconciliation Statement
Please maintain a cumulative reconciliation statement showing:
· Monthly VAT submittals
· Actual reimbursements received
· Outstanding reimbursements/running total 
It is worth printing the short summary report (on screen) to check that there is no difference from the submittal (re 4 above).  Also check that the amount paid matches the submittal and report any variations to the Schools Finance Team at Hackney Education.  Where there are outstanding reimbursements for prior months, please query with the Schools Finance Team as, in some instances, the team may not have been in receipt of the relevant VAT submittal. 
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6	Monthly Closing (FMS)
Please ensure that you close the period each month after completing the bank reconciliation process. This will prevent transactions being posted to months already completed and reported on and ensure that any reprinting of reports is consistent with the original.
7	Differences on Year End Statements
Schools should check that there are no VAT differences carried forward on their yearend statement. If any, the amount should only be as stated in (1) above. This amount can be determined by printing the period 1 (April) VAT Full Report and identify items with:
· Date of period 12 (previous year) bank reconciliation 
· GL or PC Transaction Type
· The stated VAT amount (net of any Output income)

This should be completed by yearend 
See Example Appendix A
If in doubt, please contact your Business Analyst.
Any other differences must be investigated and adjusted as per above. 
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Appendix A

Opening   

Year Balance

Current Period

   Movement    

Year-to-date

Balance    

VIVat Input

AAAStandard rate-18,010.240.00-17,694.68

AABReduced rate3,556.8932.893,840.45

AACStandard Reduced Rate (Ex)16,159.500.0016,159.50

AAEExempt0.000.000.00

AAH20% Standard Rate Expenditure73,727.206,288.85123,102.72

AAOOutside scope0.000.000.00

AAZZero Rated0.000.000.00

75,433.356,321.74(A)125,407.99

VOVAT Output

AAI20% Standard Rate VAT (Income)-45,081.04-21,245.92-99,536.04

AANIncome-10,252.61-27.32-10,325.51

AAPStandard Reduced Rate (In)-10.680.00-10.68

AAXExempt income0.000.000.00

-55,344.33-21,273.24(B)-109,872.23

NOTE

CALCULATED VAT BALANCE OUTSTANDING PER TRIAL BALANCE FIGURES

TOTAL VI (above)(A)125,407.99

less TOTAL VO (above)(B)-109,872.23

TOTAL CALCULATED VAT BALANCE OUTSTANDING PER TRIAL BALANCE FIGURES15,535.76

SUBMITTALS NOT YET REIMBURSED

FEBRUARY7,557.95            

MARCH7,946.41            

TOTAL SUBMITTALS NOT YET REIMBURSED15,504.36          

Difference - VAT P12 appearing on P1 (Apr 2017)31.40                

For Sample VAT Full Report See Appendix B

VAT REIMBURSEMENTS

Schools should endeavor to ensure that the balances outstanding on the VAT codes in the Trial Balance, agree with the amounts outstanding

on Submittal reports not yet paid. Therefore old balances showing against say  AAA etc above should be adjusted via a VAT Transfer  

Journal to bring the TB in line with amounts on outstanding Submittals (the Business Analyst should be able to assist with this).

Reimbursements should then be posted, based on the VAT figures on the Short Summary to which it relates. Example below:

Short Summary 

VAT CodeDescriptionRateVAT OutputVAT Input

H20% Standard Rate VAT204,460.57            

BReduced Rate55.00                  

I20% Standard Rate VAT (Income)2017.98

Total VAT17.984,465.57            

Total VAT to Reclaim4,447.59            

VAT Reimbursement received for £4,447.59

In this instance the following VAT Reimbursement Journal would be processed:

Dr Bank4,447.59            

Cr VAT Code for Standard Rate Expenditure (AAH)4,460.57            

Cr VAT Code for Reduced Rate Expenditure (AAB)5.00                  

Dr VAT Code for Standard Rate VAT (Income); AAI17.98

Journal Total4,465.57            4,465.57            





0.00

0.00

0.00

TOTAL  VO 0.00



TOTAL  VI 0.00
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User : AHEstablishment : XYZ Primary School

Year-to-date

   Budget    





0.00

Trial Balance IE Detail



Selection  :

Financial Year : 2016/17

Period : 12

Fund(s) : All
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Appendix B

VAT Full Report

Selection

Year - 2017 (VAT)

VAT Period - 01/04/2017 to 30/04/2017

Establishment Code - 

User:

AH

Establishment:

XYZ Primary School

VAT DateLedger CodeTrans. Transaction DescriptionSupplier/DebtorOutputs Inputs VAT VAT 

Code Type Reference Net Net Actual Memo 

B10/04/2017E16-01GL029685corona - 11871181&11871184N/A0.00657.8139.47

0.00657.8132.89

Total for Memo VAT:39.47

Total for VAT Code 'B':0.00657.8132.89

VAT DateLedger CodeTrans. Transaction DescriptionSupplier/DebtorOutputs Inputs VAT VAT 

Code Type Reference Net Net Actual Memo 

N10/04/2017I09-01IN029687DINNER MONEY N/A8.510.001.49

8.510.001.49

Total for Memo VAT:1.49

Total for VAT Code 'N':8.510.001.49
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