
THE EXPLANATORY FOREWORD 

 
The purpose of this foreword is to provide an easily understandable guide to 
the most significant matters reported in the accounts. 
 
Financial Statements 2010/2011 
 
This Statement of Accounts summarises the accounts of Oadby and Wigston 
Borough Council for the year ended 31

st
 March 2011.     

 
The principles adopted in compiling the Accounts are those recommended by 
The Chartered Institute of Public Finance and Accountancy.   In particular, the 
Code of Practice on Local Authority Accounting in the United Kingdom (the 
Code) supported by International Financial Reporting Standards (IFRS) and 
the Best Value Accounting Code of Practice (BVACOP) have been followed. 
  
The pages, which follow, are the Council’s final accounts for 2010/2011 and 
comprise:- 
 

• Statement of Responsibilities  
 

This sets out the respective responsibilities of the authority and the 
Chief Financial Officer for the accounts. 

 

• Accounting Policies Statement 
 

This explains the basis of the figures in the accounts. The accounts 
can be properly appreciated only if the policies, accounting estimates 
and judgements, which have been followed in dealing with material 
items, are explained. 

 

• Movement in Reserves Statement 
 

This statement shows the movement in the year on the different 
reserves held by the authority, analysed into “Usable Reserves” (i.e. 
those that can be applied to fund expenditure or reduce local taxation) 
and other reserves. The Surplus or (Deficit) on the Provision of 
Services line shows the true economic cost of providing the authority’s 
services, more details of which are shown in the Comprehensive 
Income and Expenditure Statement. These are different from the 
statutory amounts required to be charged to the General Fund Balance 
and the Housing Revenue Account for council tax setting and dwellings 
rent setting purposes. The “Net Increase/Decrease before Transfers to 
Earmarked Reserves” line shows the statutory General Fund Balance 
and Housing Revenue Account Balance before any discretionary 
transfers to or from earmarked reserves are undertaken by the Council. 

 

• Comprehensive Income and Expenditure Statement 
 

This statement shows the accounting cost in the year of providing 
services in accordance with generally accepted accounting practices, 
rather than the amount to be funded from taxation. Authorities raise 
taxation to cover expenditure in accordance with regulations; this may 
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be different from the accounting cost. The taxation position is shown in 
the Movement in Reserves Statement. 

 
 

• Balance Sheet 
 

The Balance Sheet shows the value as at the Balance Sheet date of 
the assets and liabilities recognised by the authority. The net assets of 
the authority (assets less liabilities) are matched by the reserves held 
by the authority. Reserves are reported in two categories. The first 
category of reserves are usable reserves, i.e. those reserves that the 
authority may use to provide services, subject to the need to maintain a 
prudent level of reserves and any statutory limitations on their use (for 
example the Capital Receipts Reserve that may only be used to fund 
capital expenditure or repay debt). The second category of reserves 
are those that the authority is not able to use to provide services. This 
category of reserves includes reserves that hold unrealised gains and 
losses (for example the Revaluation Reserve), where amounts would 
only become available to provide services if the assets are sold; and 
reserves that hold timing differences shown in the Movement of 
Reserves Statement line “Adjustments between accounting basis and 
funding basis under regulations”.   

 

• Cash Flow Statement 
 

The Cash Flow Statement shows the change in cash and cash 
equivalents of the authority during the reporting period. The statement 
shows how the authority generates and uses cash and cash 
equivalents by classifying cash flows as operating, investing and 
financing activities. The amount of net cash flows arising from 
operating activities is a key indicator of the extent to which the 
operations of the authority are funded by way of taxation and grant 
income or from the recipients of services provided by the authority. 
Investing activities represent the extent to which cash outflows have 
been made for resources which are intended to contribute to the 
authority’s future service delivery. Cash flows arising from financing 
activities are useful in predicting claims on future cash flows by 
providers of capital (i.e. borrowing) to the authority. 

 

• The Housing Revenue Account 
 

This reflects a statutory obligation to account separately for Local 
Authority housing provision.   It shows the major elements of housing 
revenue expenditure - maintenance, administration and capital 
financing costs and how these are met from rents, subsidy and other 
income. This account is reported using two statements – the Housing 
Revenue Account Income and Expenditure Statement and the 
Movement on the Housing Revenue Account Statement.  
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• The Collection Fund 
 

The Collection Fund is an agent’s statement that reflects the statutory 
obligation for billing authorities to maintain a separate Collection Fund. 
The statement shows the transactions of the billing authority in relation 
to the collection from taxpayers and distribution to local authorities and 
the Government of council tax and non-domestic rates. 

 

• The Annual Governance Statement 
 

This statement summarises the systems and processes, cultures and 
values by which this authority is directed and controlled and through 
which it accounts to, engages with and where appropriate leads the 
community. It identifies any gaps or weaknesses and implements 
responding action plans. 
 

Financial Commentary 
 
Budget Comparison 
 
Net service expenditure by committee, interest income, receipts from the 
Collection Fund and how these compare in overall terms with budgeted 
figures for 2010/11 are set out below : - 

Actual Budget Actual Variance

2009/10 2010/11 2010/11 2010/11

£000's £000's £000's £000's

Development Control 404 651 640 (11)

Resources and Regeneration 3,788 3,301 3,083 (218)

Licensing 19 56 41 (15)

Residents Services 5,027 5,466 5,066 (400)

Youth 17 17 14 (3)

Depreciation (1,176) (884) (1,194) (310)

Expenditure Funded by Capital (192) (254) (226) 28

Transfer to/(from) Reserves 438 (146) 461 607

Use of Grants (42) (41) 151 192

Revenue Contribution to Capital 0 0 44 44

Other Financing Charges 190 194 193 (1)

Net Expenditure 8,473 8,360 8,273 (87)

Council Tax Deficit Surplus (8) (15) (15) 0

Collection Fund Income (8,165) (8,293) (8,293) 0

Transfer from/(to) balances 300 52 (35) (87)

 
 
The actual position for the year saw a contribution to the General Fund 
Balance of £35,000 being made. This is a saving on the budgeted position of 
£87,000 as it was originally planned to make a contribution from the General 
Fund towards expenditure of £52,000. 
 
The figures given above are reported on the same basis as the budget book 
summary compiled for the financial year 2010/11. These do not consider pure 
accounting entries that would have equal contra entries such as “Non 
Distributed Costs” that occur at year end and are part of the Comprehensive 
Income and Expenditure Statement. Additionally, the above statement only 
applies to the General Fund position unlike Note 45 (Segmental Reporting) of 
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the Notes to the Core Financial Statements which also includes the Housing 
Revenue Account. 
 
Major Changes in the Council’s Assets and Liabilities 
 
During 2010/11 the Council expended £2.338 million on capital projects as 
shown below. There have been no other material changes to assets and 
liabilities. 
 

2010/11 2009/10

£000's £000's

Capital Expenditure

Residents Services (Housing Related)

Housing Revenue Account 803 874

General Fund 563 510

1,366 1,384

Residents Services 682 406

Resources & Regeneration 290 368

Total 2,338 2,158

Financed By

Capital Receipts 120 343

Government Grants 336 493

Loans 418 110

External Funding 246 86

Revenue & Reserves 431 268

Major Repairs Allowance 787 858

Total 2,338 2,158

 
 
Property, Plant and Equipment – Council Dwellings 
 
Council dwellings within the Balance Sheet are valued at Fair Value 
determined by Existing Use Value (Social Housing) in accordance with the 
Code of Practice and the Department of Communities and Local Government 
(DCLG) “Stock Valuation for Resources Accounting –Guidance for Valuers 
2010”. Prior to 1

st
 April 2010, the Existing Use (Social Housing) value was 

defined as equivalent to Market Value of the properties multiplied by a 
regional percentage (50% for the East Midlands region) determined by the 
DCLG. From the 1

st
 April 2010, the regional percentage has been revised 

downwards to 34%. The 16% differential is reflected within the accounts and 
represents the majority of the decrease in valuation of £19,349,000. 
 
Pensions Liability 
 
The Authority participates in the Local Government Pension Scheme 
administered by Leicestershire County Council – this is a defined benefit 
funded scheme, meaning the Authority and employees pay contributions into 
a fund. Under IAS 19 the Council is required to account for these retirement 
benefits when it is committed to give them. In this respect, the Authority’s 
liability to the fund has been included in the accounts in the sum of 
£10,341,000 as at 31

st
 March 2011. 
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This represents a significant reduction in liability from the previous year end of 
£8,380,000. This reduction has largely occurred as a result of a change in 
financial assumptions made about future pension increases. For the year 
reported and subsequent years it is now assumed that pension increases are 
and will be linked to the Consumer Price Index (CPI) rather than the higher 
Retail Price Index (RPI) as that have been previously. 
 
Accounting Policies 
 
The Council’s accounting policies are set out on pages 10 to 28.  
 
The following changes have been made to the Authority’s policies for the 
financial year 2010/11: 
 

• For the first time, the Code which governs the compilation of this years 
statements prescribes a hierarchy of alternative standards, with 
International Financial Reporting Standards (IFRS) at the top, on which 
the accounting treatment and disclosures should be based for all normal 
transaction. In previous years, the Code has been based on UK Generally 
Accepted Accounting Principles (UK GAAP). Consequently, there has 
been a number of changes to accounting policies based on the new 
standards used. The resulting impact of these changes to the comparative 
figures for 2009/10 is shown at Note 1 of the Notes to the Core Financial 
Statements.  

 
Statutory Functions and Planned Future Developments 
 
There have been no changes in the statutory functions of the authority. 
 
The Council will continue to provide services on the basis of the following 
approved priorities: 
 

• Improve the public realm 

• Protect, improve and provide well used green public spaces 

• Become an excellent housing landlord 

• Deliver high quality waste services 

• Economic development 
 
To improve the efficiency of the services that are provided, a number of 
business process improvement projects are under way including: 
 

• The sharing of services with other partners 

• The “Bigger Borough” review co-ordinated by the Chief Executive 
 
Borrowing Facilities 
 
The Council is able to raise finance for capital expenditure and operational 
requirements from a number of approved borrowing instruments. As part of its 
prudential indicators and treasury strategy the Council sets limitations on 
borrowing and sets strategic objectives, including the minimisation of the 
value and cost of external borrowing. 
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The Prudential Code sets the following indicators for external debt: 
 
The Authorised Limit 
 
This represents the limit beyond which borrowing is prohibited and needs to 
be set and revised by Members. It reflects the level of borrowing which, while 
not desired, could be afforded in the short-term, but is not sustainable. It is 
the expected maximum borrowing need with some head room for unexpected 
movements. This is the statutory limit under Section 3 (1) of the Local 
Government Act 2003. 
 
The Operational Boundary 
 
This indicator is based on the probable external debt during the course of the 
year. It is not a limit and actual borrowing could vary around the boundary for 
short times during the year. It should act as an indicator to ensure the 
authorised limit is not breached. 
 
The following table illustrates the limits and levels of borrowing as at 31

st
 

March 2011 as compared to the preceding year end. 
 
 

2010/11 2009/10

£000's £000's

Borrowing Limits

Authorised 5,000 5,000

Operational 3,500 3,000

Other Resources

Long-term 1,500 1,500

Short-term 1,000 500

Bank Overdraft 445 534

2,945 2,534

 
The Council has in place an overdraft facility with its bankers in the sum of 
£1.0 million (2009/10 £1.0 million). 
 
The Council also utilises operating leases primarily in respect of operational 
vehicles. Leasing obligations are shown in note 22 to the core financial 
statements. 
 
Reserves and Balances 
 
The following table sets out the resources available to the Council to meet its 
capital expenditure plans and other financial commitments as at 31 March 
each year. 
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Restated

2010/11 2009/10

£000's £000's

Revenue Reserves

General Fund 1,278 1,244

Housing Revenue Account 407 449

Other Resources

Useable Capital Receipts 271 388

Earmarked Reserves 2,443 2,304  
 
Impact of the Current Economic Climate 
 
For 2010/11 the impact of the economic conditions has been restricted to the 
reduction in some income streams such as planning, building control and golf 
course fees and an increase in demand lead items such as benefits 
payments and homelessness. However, the effect for this financial year has 
been minimal and has not directly affected the levels of service provided.  
 
Looking forward to 2011/12, the effect of lost income and increased levels of 
demand lead payments together with significant cuts in the level of Central 
Government grant support and inflationary pressures would result in changes 
to the provision of services by the authority.  To negate these issues, the 
Authority is undertaking a structural review of its organisation and looking to 
re-engineer its business processes to find the savings and efficiencies 
necessary. At this time, the Council expects to continue to provide all the 
services it currently does but not necessarily by the same means. 
 
 
Sanjiv Kohli ACA 
Section 151 Officer 


