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MD Introduction

LGSS Annual Report 2015-16

Foreword by John Kane — LGSS Managing Director

It is a pleasure to welcome you to our 2015/16 Annual
Report and Statement of Accounts. It has been a busy year
which has seen many exciting developments across our
business, the most important of which came at the end of
this financial year when we welcomed on board Milton
Keynes Council as a full shareholding partner.

Earlier in the year the commencement of our partnership with Northamptonshire
Healthcare NHS Foundation Trust facilitated opportunities to enable potential
major synergies across Health and Care services for LGSS customers in our region.
This supports our renewed 3 year contract with Olympus Care Services, further
strengthening our delivery in the health and care sector. We also signed a
contract with the Nene Clinical Commissioning Group.

| take great pride in how we have continued to support our customers to transform
their business by providing the tools to ensure they can work in a more flexible and
agile way, whether this is through workforce development programmes or the
provision of new technologies. Work has continued at pace to support the Smarter
Business Working programme in Cambridgeshire County Council and the Next
Generation Working programme in Northamptonshire County Council — both vital
programmes to ensure they can adapt to the ever changing demand placed on their
services. We have also successfully implemented a mobile working programme in
Norwich City Council.

I would also like to take this opportunity to congratulate one of our partners,
Cambridgeshire County Council who were nominated at the 2016 LGC awards in the
‘Entrepreneurial Council’ category.

In April 2015, LGSS Law became LGSS Law Ltd under an ‘Alternative Business
Structure’ licensed by the Solicitors Regulation Authority (SRA). As LGSS
Shareholders, Cambridgeshire and Northamptonshire County Councils, and now
Milton Keynes Council are one of the few local authorities in the country to be
granted this status. This has given us the opportunity to create value for money
across all of our customers. They have already added to their portfolio through the
establishment of a shared legal service with Central Bedfordshire Council.

Customer focus is one of our core values, and during the past 12 months we have

enhanced our customer satisfaction framework. This provides a robust
framework which allows us to use the feedback we capture to inform our
service improvement plans, in partnership with our customers.

I am proud of the contribution LGSS has made when working with others
both at home and abroad. On a national level over the past couple of years,
we have shared best practice with the Northern Ireland Civil Service (NICS),
the Welsh Government and the UK Cabinet Office amongst others, whilst we
also supported the consultation and launch of South East Business Services
(SEBS) — a shared services partnership between East Sussex and Surrey
County Councils. This is all in addition to circa 110 engagement discussions
with like minded public sector customers interested in the LGSS model and
associated growth.

In addition there has been interest in LGSS from overseas. During 2015 we
hosted a visit from the Bay of Plenty in New Zealand, who were keen to learn
about our Shared Services model as they look to establish their own shared
services model.

My staff and | are continuing to adapt and change our service delivery in
order to meet changing customer requirements. We continue to make
significant investments in business systems, in particular our Agresso
Enterprise Resource Planning (ERP) solution, LANDesk, Collaborative Planning
and K2, the property services system. Our partnership with Unit 4 to develop
Agresso as a Next Generation ERP system will enable us to deliver a system
for HR and Finance which is agile to meet the varying needs of all our
customers whilst also creating efficiencies.

| look forward to reporting on the progress of these investments and further

innovative solutions LGSS delivers.

John Kane
Managing Director
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LGSS Pensions were
chosen as the preferred
provider to deliver
pension administration
services to
Cambridgeshire &
Peterborough Fire
Authority.

I
In January 2016 LGSS Law Ltd
was selected as the chosen
partner to provide shared legal
services to Central Bedfordshire
Council and resulted in 39

members of staff transferring
into LGSS Law Lid.

LG5S commenced a new IT
Managed Service partnering
arrangement with
Northamptonshire Health NHS
Foundation Trust which will
save £4.2 million over a 5 year
period. The new partnership
saw 68 members of staff
transfer into LGSS IT.

During 2015/16 LG55
Revenues and Benefits
generated more than
£340,000 in traded services
through delivering initiatives
on behalf of other
organisations, including
Single Persons Discount and
Student Reviews.

Our Enterprise Resource Planning
(ERP) Gold Build programme and
design was approved and build of
the system commenced. Due to go
live in March 2017, it is anticipated
that this will realise cumulative
savings of £9.86 million over

7 years, split across our three
shareholding organisations.

2015/16
AT A GLANCE

v

IT Services supported

We launched our customer
service desk solution, Let's Go
Direct, to 3 customers — First
for Wellbeing, Olympus Care
Services and LG5S Law Ltd —as
well as introducing further
services to Cambridgeshire
and Northamptonshire
County Councils.

customers to create a flexible

working envirenment by

rolling out more than 4,000

laptops and convertibie

devices across the business as

well as commencing a
smartphone rollout.

In April 2015, LGSS Law Ltd
commenced trading as one of
the first Local Authority Law
firms in the UK, and currently
has approximately 140 staff
based at their new
headquarters in
Huntingdon.

Milton Keynes Council joined
LGSS on 1st April 2016 to
become our 3rd Shareholder.
The partnership will
collectively save more than
£4.47m over the next 4 years
through combining greater

economies of scale, from
sharing, co-designing and
procuring new systems.

LGSS recorded a surplus of
£204k for the financial year
2015/16, which will be
reinvested to improve the
services that LGSS delivers

to its customers.

During 2015/16 LGSS operated
gross budgets of £69.9 million
in addition to managing
budgets of £22.9 million on
behalf of our customers.
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About LGSS

LGSS is a public sector shared service, wholly owned by Cambridgeshire
County Council, Milton Keynes Council and Northamptonshire County
Council and provides a range of business support services, both professional
and transactional, to a variety of customers within the public sector
Including local councils, schools and academies, the health sector and
Emergency services.

Founded in October 2010, LGSS is the result of the merger of the corporate
business support services at Cambridgeshire and Northamptonshire County
Councils, enabling the creation of a single, shared service providing all
professional, transactional and operational services to both organisations.

Our vision is to become ‘The most highly regarded public sector shared
service and business transformation ‘partner of choice’ for the public
sector’. To support meeting this vision we have two key strategic themes
which underpin our business plan over the next 5 years, which are:

* To become the ‘partner of choice’ for public sector shared services; and
* To grow our business with like-minded customers within the East of

England region.

These strategic themes are essential to the long-term success of LGSS, in
delivering our business plan and achieving our vision.

Our business ethos

We pride ourselves on our business ethos, which is ‘For the public sector’.
We operate with an open partnership via a not for profit, joint risk and
reward business model, which enables all savings to be shared

between LGSS and its customers. This ensures that all efficiency savings
remain within the public sector and enables LGSS to operate as a genuine
trusted partner as opposed to private sector based alternatives.

QOur core region

LGSS growth is focused on the ‘LGSS region’, as shown in the map below,
and within the wider public sector which means we stay very close to our
customers and keep staff local. This enables better joined up and inter
working relationships to be developed with each customer, regardless of
their location and the sector they operate within.
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Hottinghamshire Lincolnshire
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Leicestershire

Morfalk Nogrich

Leicester
[

Cambridgeshire
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Cambridge Suffolk
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Customer Satisfaction Framework

Central to our customer relationship management is our Customer
Satisfaction and Engagement Framework.

The key components of this are shown below. The framework ensures we
receive feedback ranging from chief executive ‘strategic’ feedback to ‘in the
moment’ service feedback whilst also overlaying key performance indicator
data to ensure we maintain a rounded view of how we are performing with
delivering services to our customers and enables us to proactively address
service improvements to meet changing customer requirements.

Annual
Strategic
Executive
Interview

LGSS Service

Improvement
Plan

Customer Issues
Log

An overview of each component of the framework is detailed below.

Annual User Satisfaction Survey

An online annual ‘all user’ satisfaction survey is undertaken in September
each year to provide customers the ability to rate the operational ‘day-to-
day’ performance of LGSS services from the previous year.

Executive Interview

In October a face to face interview delivered by the Head of Service
Assurance, Customers and Strategy to the Chief Executive (or nominated
other) of each customer organisation to explores items such as the strategic
relationship, customer priorities, the LGSS brand value and the governance
arrangements including specific key LGSS roles.

User Satisfaction feedback

At the end of each service provision customers are invited to rate their
experience of the transactional or professional service they used to enable
us to measure the ‘in the moment’ satisfaction of a specific customer

99.37%

of all respondents
were satisfied

following use of an
LGSS Service

Comments, Compliments and Complaints

Comments, compliments and complaints arrive via a single point of contact
and are then provided to the relevant Heads of Service/Individual within 24
hours.

Key Performance Indicators

Each LGSS Service has performance measured by a set of Key Performance
Indicators (KPIs) which look at specific targets and a ‘RAG’ status.

Customer Issue Log

Customers can report contractual/performance issues to us at any time and
we register and monitor all issues through to resolution and ensure
customers are responded to in a timely fashion.
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Our Customers

We provide services to a wide range of customers across local government, health and social care, education, housing and emergency

service sectors, including:

Cambridgeshire
County Council
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Schools and
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What our customers say

Here is a sample of some of the comments our customers
have to say about LGSS.

“We were the first city council to join forces with LGSS in 2012.
Since that time we’ve worked together to continue to deliver
services locally while at the same time saving money and keeping
the majority of jobs within Norwich. This clearly demonstrates
that public-public partnerships can be effective when it comes to
delivering valuable services to our residents.”

Clir Alan Waters, Leader of Norwich City Council

Z—

“I have always received an excellent service when in touch with
members of IT Services, | find them knowledgeable and keen to
help resolve any issues | have in a speedy manner.”

User, Northampton Borough Council

=

“Joining LGSS is an excellent fit with some of MKC’s ambitious plans for
modern service delivery. There’s some great experience and talented
people across our organisations and we’re looking forward to learning

from each other.”

Carole Mills, Chief Executive, Milton Keynes Council

=

“We are looking forward to working more closely with LGSS as we support our
IT staff transferring to them. We believe this arrangement will be beneficial to
all parties as our skilled and committed staff join with those at LGSS. This will
give us access to a broader range of specialist skills and knowledge and enable
us to continue to improve the quality of care we provide to the people of

Northamptonshire.”

Angela Hillery, Chief Executive, Northamptonshire Healthcare NHS Foundation

“The staff here are all excellent and very knowledgeable in
their field of work (Insurance Services).”

User, Cambridgeshire County Council

—

“Joint working has enabled a committed and professional
relationship to be developed over a period of years which has been
further enhanced by LGSS listening to our feedback.”

Carolyn Kus, Managing Director, Olympus Care Services

=

Trust

“Have been using the services of Finance for 17 years now and
always pleased with outcome. Very helpful, knowledgeable and

accommodating.”

User, Delapre Primary School, Northampton

- =

“Members of the LGSS Procurement team have been highly professional,
proactive and really have given first rate support to us in helping drive this
project forward to a very successful outcome. The quality of their input to
the project has been outstanding. Their performance in supporting us has
left many here with a very favourable and positive impression of LGSS.”

John Bridgwater, Strategic Procurement Adviser, Cambridge City Council

—_—
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Future Developments

Business transformation and innovation are crucial elements of our strategic
business plan. Where there is commonality between our customers we
investigate and assess current processes in order to identify best practice and
integrate, streamline, standardise and deploy the transformation across our
customer base. This enables us to offer superior service levels combined with
economies of scale in terms of technology, resources and efficiencies.

We are constantly seeking ways to improve the services we deliver, and have
a wide range of programmes in place which will bring improvements in
service delivery whilst also meeting the needs of our customers. Some of the
key developments we are working on are detailed below.

Next Generation Working/Smarter Business Programmes

The delivery of Smarter Business and Next Generation working principles
across our two founding County Councils and wider partners is crucial to
ensure we provide the IT infrastructure, skills and training to fully embrace

9
o

The vision for our Next Generation Working programme is to create:

flexible working.

. A more flexible approach to how, when and where work gets done, with
whom we work and the tasks we work on.

. A more flexible, mobile and productive workforce who are ‘IT confident’.

. Office environments and IT resources suitable for more flexible and mobile
ways of working.

. A ‘digital first’ approach, which makes information more easily accessible on
line and reduces the need for paper documents, duplicate data entry and
Generation Enterprise Resource Planning

bureaucracy.
(ERP) solution. The LGSS ERP ‘Gold Build” is a

shared service ERP system we are developing in partnership with Unit4

Enterprise Resource Planning (ERP) solution

One of our key systems developments is the
design, build and implementation of our Next

Business World software and has been designed around the principles of
simplification, standardisation, automation and self service.

It will become a key offering of LGSS, which will bring potential customers
both quantitative and qualitative benefits including:

. Single instance on shared infrastructure in the LGSS data centres / private
cloud

. Shared service licence model with significant economies of scale and
flexibility

. Full functionality across finance, purchasing, fixed assets, HR, payroll and

management information

. Each organisation has their own separate ‘client’, a copy of the gold build, to
ensure full data separation and security

. LGSS Business Systems provide functional management & support and a joint
development roadmap, maintaining the Gold Build design principles with a
single Design Authority

. Integration and interfaces with partner line of business systems through
‘BizTalk’ middleware technology

Go live, through a phased roll out, will commence in April 2017.

10
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Health and Care IT and Systems

A key area of development for LGSS is enhancing integration within the health
and care sector by joining up health and care systems across different
customers. Our partnership with Northamptonshire Healthcare NHS
Foundation Trust has enabled us to develop our IT expertise within the

health sector.

We are developing an IT and Systems Strategy for health partners which will
enable us to create a Heath and Care Systems Centre of Excellence.

Pensions Upgrade

Our Pensions Service are currently implementing the payroll module of the
Altair pensions administration system. This will enable LGSS to offer a fully
integrated payroll/administration solution to all customers and will create
efficiencies such as reduced inter-system reconciliations.

It is anticipated that a merged payroll/admin database will be in place by
March 2017. In addition there are plans to bring the hosting of the Altair

platform in-house.

Legal Case Management system for LGSS Law Ltd

We have selected our new case management system for LGSS Law Ltd, ICON,
which will go live in early 2017.

11
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Capital receipts targets
have been exceeded for
both Cambridgeshire and
MNorthamptonshire County
Councils in 2015/16.

LGSS IT Services worked in
partnership with customer
and shareholders to jointly
develop tailored IT strategies
for Cambridgeshire County
Council, Norwich City Council
and Northampton Borough
Council.

Qur Democratic Services
teams supported 126
Councillors and 199 formal
Council Meetings across
Cambridgeshire and
Northamptonshire County
Councils during 2015/16.

LGSS Finance provided
advice and support to
Norwich City Council with
regards to the creation of the
Norwich Regeneration
Company which included
financial modelling for the
business plan.

The LGSS Projects and IT

Services teams worked in

P .
il

LOCAL

LGSS Law Ltd created a new
specialist Adult Social Care
feam to work across the social
care directorates in Central
Bedfordshire Council,
Cambridgeshire County
Council and Northamptonshire

County Council.

GOVERNMENT

SECTOR

This included:

The Let's Go Direct business support
desk went live for both Cambridgeshire
and Northamptonshire County Councils
during 2015/16 providing an online
support portal for the following services
— Finance, HR Transactions, Payroll and
IT Services. In addition the IT Services
web desk for Norwich City Council was
migrated onto Let’s Go Direct.

LGSS supported the creation of
the First for wellbeing
Community Interest Company
(CIC} —a company created to
provide health and wellbeing
services to over 700,000
residents in Northamptonshire.

a. Provision of angoing project

partnership with Northampton
Borough Council to provide
free public Wi-Fi in a busy
street in Northampton

town centre.

LGSS HR Policy and Projects was
shortlisted for the Personnel
Today Award for Excellence in
Public Service HR award in
recognition of the work
undertaken to create and
develop a Social Worker
Academy for Northamptonshire
County Council.

management support
b. HR support including TUPE
transfer
c. Creation of IT network and
development of new website
d. Development of new customer
satisfaction framewor

12



LGSS Annual Report 2015-16 MD Introduction

a a We launched Let's Go Direct,

Following a successful our online customer service
tend LGSS Law Lid helpdesk solution, in OCS,
LGSS Law Ltd has SHEEHPPatess 7 elpdesk solution, in
. has been included on enabling members of staff to
commenced the delivery of : e e e - =
v b el rameworks to provide lega requ_e elp ar! su_ppu ]
I services to the East and relating to services including
EOmRSIn g Giiue West Suffolk Clinical HR and payroll, IT and
(CCG) - Nene CCG and the S - tpPV s
Cambridgeshire and {;Crgi;mssmnmg feups EEE e T

Peterborough CCG.

ot : Let's
Nene Clinical Commissioning LGSS is midway through its 3 year DirGe%t
Group renewed their contract contract with Olympus Care J
with LGSS to undertake its Services (OCS) and has commenced

development of a new offering for
the new OCS business model which
includes Adult Social Care services
currently within Northamptonshire
County Council.

Appointeeship and Deputyship
service which specifically
supports people with Learning
Disabilities who receive

continuing healthcare
funding to enable them .\
to live in their own home.

HEALTH
AND CARE
SECTOR

LGSS signed a 5 year contract with
Northamptonshire Healthcare NHS
Foundation Trust (NHFT) to provide
a Managed IT Service which sees

During 2015/16 we
worked with NHFT to

iointly develop an IT i i i - =
We commenced jointly develop an 17 The pastheisiig witioNHET will LGSS deliver IT services to over
provision of IT Strategy and created a improve service capabilities 4,000 NHFT employees across
services to support service catalogue to and resilience for NHFT whilst Northamptonshire who in turn
the delivery of Mental support new business also achieving savings of up to offer care to more than 700,000
Health services in growth a?d their IT Eﬁ,% million over a 5 year people within the local community.
Bedford Prisan. needs going forward. period. As part of this

partnering arrangement 68

NHFT employees transferred to

LGSS further expanding the rﬂ
skill set of LGSS IT Services.
L1
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Eac=fl—
[—=0

Thera are currently 92
schools and academies

rnyEaﬂy.
{ earning

We developed an Early Leaming
Pupil Premium eligibility checker
on the My Early Learning website,
allowing parents and carers of 3

and two local authorities and 4 years olds to verify if they
signed up to use My Free meet the eligibility criteria for

School Meals which has
resulted in over 10,000

successful applications.
We have continued to attract local

authorities and academies to
utilise our My Free School Meals
online solution which allows local
authorities and academies to
verify that parents or carers meet
the eligibility criteria for free
school meals for their children.

myFree
Scheel

|_MeaTs |

Overall User satisfaction
with LGSS Services

used by Schools and
Academies remained at

99% satisfied for 2015.

v/

free early learning places or
access further funding for their

child’s nursery. since its launch 12 local
authorities have signed up

to use the My Early Learning
website and during 2015/16

over 6,000 applications

e portal.

were received through
v ’

EDUCATION

SECTOR

95% of Schools and
Academies renewed
their service provision
with LG5S for 2015/16.

We undertook a review of
our Schools Service market
offer and revised and
re-launched our Schools
Brochure for 2016/17.

We delivered HR, Payroll,
Finance and other ad-hoc
services to circa 300 schools
and academies during
2015/16.

14
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Narrative Statement

This Annual Report presents the financial statements for LGSS for the period 1 April 2015 to 31 March 2016 and gives a comprehensive summary of the overall

LGSS Statement of Accounts 2015-16

Introduction

financial position of LGSS, including LGSS Law Ltd. For the period covered by this annual report, LGSS had two shareholding partners (Cambridgeshire and
Northamptonshire County Council), with Milton Keynes Council becoming a full legal partner on the 1 April 2016.

The financial outturn for LGSS was a £204k

surplus for the financial year. As in previous

years, challenging savings targets were

incorporated into the budgets and whilst as a

whole LGSS came in within budget , some
service areas struggled to achieve the
challenging targets, such as the trading
account (£925k over budget).

This was more than offset by the over
performance within the other service areas,
such as finance (£600k under budget) and
People, Transformation and Transactions
(E565k under budget) through vacancy
management and achieving one-off
efficiencies during the year.

Overall, the final position allowed an additional £20k to be added to the LGSS reserves (being the difference between the £204k surplus for the

2015-16 Financial Outturn - LGSS

LGSS Operational Service Area

Trading Account

Service Assurance

Finance

People, Transformation and Transactions
Information Technology

Law, Procurement and Governance

Total LGSS

Expenditure

Budget

£000
2,507
784
20,185
23,447
15,302
7,684

69,909

Income Full Year Full Year
Budget Budget Variance

£000 £000
(24,564) (22,057)
(16) 768

(9,244) 10,941
(2,961) 20,486
(2,433) 12,869
(5658) 2,026

(44,876) 25,033

year and the utilisation of £184k of reserves in year), further strengthening the financial position of LGSS for the years ahead.

£000
925
(73)
(600)
(565)
(107)
216

(204)

15
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2015-16 Financial Outturn - LGSS

Reserves Position

Unlike a local authority, LGSS does not seek to

hold reserves as a contingency for unforeseen 2011-12 2012-13 2013-14 2014-15 2015-16
circumstances. Instead, reserves are held to Outturn Outturn Outturn Outturn Outturn
invest in long term service improvement to £000 £000 £000 £000 £000
continually improve the services that LGSS ;
delivers, facilitating better outcomes for its Brought Forward (1 April) 0 1,489 3,289 2,893 2,005
customers. Reinvestment 0 (604) (2,402) (2,091) (2,005)
Repayment to Norwich City Council 0 0 (184) 0 0
In 2015-16, reserves of £184k were utilised to Distribution of prior year dividend 0 0 (700) (700) 0
support the delivery of future efficiencies. Of Actual Surplus 1,489 2,404 2,009 652 204
the favourable outturn variance of £204k, £53k
will be used to top-up the redundancy reserve, Balance at 31 March 1,489 3,289 2,012 754 204
with the balance being used to investin IT Planned Reinvestment 0 0 881 1,251 1,821
infrastructure, (£56k), and infrastructure for

development of the Learning Pool — the online
training system for all LGSS customers, (£95k).

LGSS Reserves at 31 March 1,489 3,289 2,893 2,005 2,025

Use of Reserves in Year

In 2015-16, there was no requirement to draw
Allocation of down the Smoothing reserve, and therefore the
2015-16 LGSS Reserves Re-allocation Pl sk Ae-a|  balance has been carried forward to 2016-17
Reserves Drawn Down of Reserves Surplus Forward
£000 £000 £000 £000 In 2015-16, Directors have been able to manage
Reinvestment in Services 1,097  or absorb redundancy costs with their own
Smoothing 753 serv:]ce bl:jdgzts, therefore there werehno calls
on the redundancy reserve in year. The
Redundancy 17 redundancy reserve has been topped up to
Total LGSS Reserves £175k for 2016-17 to support further service
transformation in 2016-17 and going forward.
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2015-16 Financial Outturn— LGSS Law ' LGSS
" Law Ltd

2015 was an important year for LGSS Law as the company was launched and commenced trading on 1st April. In common with many start up
years it proved to be an eventful one and ultimately very successful. The first 12 months have been a period of significant transition and
challenge in establishing a brand new law firm and putting in place all the necessary systems and governance to ensure that the services on
offer are at least as robust and cost effective as any other provider in this sector.

Notwithstanding the fact of this being a very busy 12 months LGSS Law has delivered a number of positive results for its owners in the form of
an increase in the number and quality of external clients and succeeding in being selected as merger partner of choice for the provision of
Central Bedfordshire’s legal advice and support. The merger with Central Bedfordshire Council Legal will boost turnover by £2.3 million in 16-17
and provide additional capacity and geographical reach to further develop the business. LGSS Law also delivered a net benefit of around £1
million to its founding owners through cost reductions and profit generated.

In addition, the service continued to improve and received some very positive customer feedback in the annual survey.
Financial Performance

During the its first year of operation, LGSS Law delivered a small net profit LGSS Law - Underlying Profit & Loss
(excluding pensions adjustments) on turnover of more than £5.5m Statement (Excl. Pension Adjustments)

The cost of delivering the LGSS Law service falls substantially upon its trained
legal staff, with a mixture of PAYE, Agency and Direct Contract staff used to Income 5,627
deliver the income and in total 129 fee earners were involved during the year. Cost of Services 4,131

i . Gross Profit
The Balance Sheet shows that the company has a only few fixed assets — mainly IT

equipment- and £1,464,000 in its bank account. Much of the bank account will be Overheads 1,491
used to pay VAT and PAYE liabilities of £530,000 and Trade Creditors of £149,000 .
leaving £785,000 for other uses. This shows that the company is in a healthy short Net Profit before Tax 5

term financial position.

17
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Independent auditor’s report to the members of LGSS

Left blank to insert auditor’s report
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Narrative Statement

Independent auditor’s report to the members of LGSS

Left blank to insert auditor’s report
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Statement Of Responsibilities And Certificate Of Accounts

LGSS’s Responsibilities

LGSS is required to:

. Make arrangements for the proper administration of its financial
affairs and to ensure that one of its officers has the responsibility for
the administration of those affairs. In this entity, that officer is the
Director of Finance;

. Manage its affairs to secure economic, efficient and effective use of
resources and safeguard its assets;
. Approve the Annual Report (Statement of Accounts and Annual

Governance Statement).

| confirm that the Annual Report (Statement of Accounts and Annual
Governance Statement) were approved by the LGSS Joint Committee at its
meeting on the 19t January 2017.

Councillor
Chairman of the LGSS Joint Committee
Date: 19th January 2017

The Director Of Finance’s Responsibilities

The Director of Finance is responsible for the preparation of the business's
statement of accounts in accordance with proper practices as set out in
the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the
United Kingdom (the Code).

In preparing this statement of accounts, the Director of Finance has:

. Selected suitable accounting policies and then applied them
consistently;
. Made judgements and estimates that were reasonable and prudent;

. Complied with the Code.
The Director of Finance has also:

. Kept proper accounting records which were up to date;

. Taken reasonable steps for the prevention and detection of fraud
and other irregularities.

Certificate of Accounts

| certify that this Annual Report (Statement of Accounts and Annual
Governance Statement) presents a true and fair view of the financial
position of LGSS at 31 March 2016 and its income and expenditure for the
year ended 31 March 2016, and authorise the accounts for issue.

Matt Bowmer
LGSS Director of Finance
Date: 19th January 2017
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The Core Financial Statements

The Core Financial Statements are set out over the following five pages, and are prepared under the appropriate accounting standards relating to each
entity. The statements contain the appropriate level of detail to ensure they provide a meaningful comprehensive summary of the financial position of

LGSS.
Comprehensive Income and Expenditure Statement

2014-15 2014-15 2014-15 2015-16 2015-16 2015-16
Gross Gross Net Gross Gross Net
Expenditure Income Expenditure Expenditure Income Expenditure
£000 £000 £000 £000 £000 £000
65,822 (65,531) 291 Financing and Investment Income & Expenditure - LGSS 69,389 (69,409) (20)
0 0 0 Financing and Investment Income & Expenditure - LGSS Law 5,289 (5,294) (5)
65,822 (65,531) 291 74,678 (74,703) (25)

This statement shows the cost of providing LGSS services, prepared under the Chartered Institute of Public Finance and Accountancy (CIPFA) Code of
Practice on Local Authority Accounting 2015-16, which are based on International Financial Reporting Standards (IFRS). This is in line with the
preparation of the annual accounts for both Northamptonshire and Cambridgeshire County Councils.

The 2015-16 income and expenditure statement shows a surplus of £25k, for the LGSS group, with £20k relating to the trading activity of LGSS and a
surplus relating to the trading activity of LGSS Law of £5k, a limited company that started trading on 1 April 2015. The £25k has been added to the
reserves of the LGSS group, with £20k added to the LGSS Reserve, and the £5k being added to the LGSS Law retained profit reserve.

The 2015-16 financial position represents an improvement on the financial position in 2014-15, where a £291k deficit was posted.
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Comprehensive Income and Expenditure Statement Continued

In order to meet the requirements of the Code of Practice the Comprehensive Income and Expenditure Statement only allows one line per entity
because both LGSS and LGSS Law exist as trading entities.

In order to facilitate greater understanding of these financial statements, the same figures have been shown against the same headings that are
included with the internal reporting that is presented to Joint Committee periodically.

Income and Expenditure as per Outturn Report 2015-16

Gross External Internal
14-15 Expenditure Income Income Net 15-16
Variance Budget Budget Budget Budget Outturn Variance
£000) £000 £000 £000 £000 £000 £000)
536|Trading Account 2,507 (24,560) (4) (22,057) (21,132) 925
99|Service Assurance 784 0 (16) 768 695 (73)
(321)|Finance 20,101 (7,458) (1,786) 10,857 10,357 (500)
110}People, Transformation and Transactions 23,447 (2,777) (1,184) 20,486 19,921 (565)
(82){Information Technology 15,202 (302) (2,131) 12,769 12,746 (23)
(51)ILaw, Property and Governance 7,684 (1,036) (4,622) 2,026 2,242 216
291| Total LGSS 69,725 (35,133) (9,743) 24,849 24,829 (20)
0|LGSS Law 5,289 (5,289) 0 0 (5) (5)
0] Total LGSS Group 75,014 (40,422) (9,743) 24,849 24,824 (25)

A further breakdown of the figures from the income and expenditure statement is shown in Note 8, which splits the figures between the cost of
services provided to NCC and CCC, and trading with external partners through Partnership and Delegation agreements.
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This statement presents the value of the
assets and liabilities recognised by LGSS as
at 31 March 2016.

The Balance Sheet therefore represents
debtors, creditors and cash as a result of the
activities carried out by LGSS. There are net
assets of £2,030k attributable to the LGSS
Group as at 31 March 2016.

The value of non-current assets of £1k
relates to a small level of capital
expenditure, for the start-up expenditure
incurred when LGSS Law began trading.
Assets used by LGSS to deliver services are
owned by the respective host authorities.

Included within the LGSS Group Balance
sheet is a loan facility between LGSS Law
and Northamptonshire County Council, of
which £950k was outstanding at the Balance
Sheet date. In addition, as a member of the
local government pension scheme, LGSS Law
is required to recognise the associated
pension liability within its balance sheet. At
the 315t March 2016, this liability was valued
at £466k.

Balance Sheet

Core Statements

31-Mar-15 31-Mar-16 31-Mar-16
LGSS Group LGSS LGSS Group
£000 £000 £000
0 Non Current Assets 0 1
4,194 Short Term Debtors (Note 4) 7,077 9,566
1,630 Cash and Cash Equivalents 0 1,465
5,824 Current Assets 7,077 11,031
(3,533) Short Term Creditors (Note 5) (4,168) (6,702)
(286) Provisions (Note 6) (221) (221)
0 Cash and Cash Equivalents (661) (661)
(3,819) Current Liabilities (5,051) (7,585)
0 Long Term Creditors 0 (950)
0 Pension fund Liability (Note 15) 0 (466)
0 Non Current Liabilities 0 (1,416)
2,005 Net Assets 2,025 2,030
2,005 Usable Reserves (Note 7) 2,025 2,030
0 Unusable Reserves 0 0
2,005 Total Reserves 2,025 2,030
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Movement in Reserves Statement

LGSS Law Useable
LGSS Earmarked Retained Reserves
Reserve  Reserves Profit Total
£000 £000 £000 £000
Balance at 31-Mar-14 2,193 103 0 2,296
Movement in 2014-15:
Surplus/(Deficit) on the provision of services (291) 0 0 (291)
Other Comprehensive Income and Expenditure 0 0 0 0
Total comprehensive income and expenditure (291) 0 0 (291)
Transfers to/(from) earmarked reserves (note 7) 103 (103) 0 0
Increase/(decrease) in 2014-15 (188) (103) 0 (291)
Balance at 31-Mar-15 2,005 0 0 2,005
Movement in 2015-16:
Surplus/(Deficit) on the provision of services 20 0 5 25
Other Comprehensive Income and Expenditure 0 0 0 0
Total comprehensive income and expenditure 20 0 5 25
Transfers to/(from) earmarked reserves (note 7) 0 0 0 0
Increase/(decrease) in 2015-16 20 0 5 25
Balance at 31-Mar-16 2,025 0 5 2,030

This statement shows the movement
in the year on the different reserves
held by LGSS. All reserves held by
LGSS at the 31 March 2016 are
useable reserves.

There has been an increase of £20k
in the LGSS Operational Reserve
during the period. The LGSS
Operational Reserve is the primary
reserve, which is used to hold
accumulated surplus/deficits on the
provision of services, and to release
funding back in to the service as
reinvestment.

As LGSS Law Ltd is operating as a
private limited company, a retained
profit reserve has been created. This
reserve can be used by LGSS Law to
retain profits each year to re-invest
in future years, or return to its
shareholders as a dividend. On the
31 March 2016, this reserve stood at
£5k.
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Cash Flow Statement

2014-15
LGSS Group
£000
(291) Net surplus/(deficit) on the provision of services

Adjust net surplus/deficit on the provision of services for non cash movements:

5,346 (Increase) / Decrease in debtors
(15) Increase / (Decrease) in creditors
(80) Increase / (Decrease) in provisions

5,251

4,960 Net increase or (decrease) in cash and cash equivalents
(3,330) Cash and cash equivalents at the beginning of the reporting period

1,630 Cash and cash equivalents at the end of the reporting period

2015-16 2015-16
LGSS LGSS Group
£000 £000

20 25
(2,883) (5,372)
635 4,585
(65) (65)
(2,313) (852)
(2,293) (827)
1,630 1,630
(661) 804

The cash flow statement shows the changes in cash and cash equivalents of LGSS during the reporting period. The statement shows how LGSS

generates and uses cash and cash equivalents for operating activities.

Cash and cash equivalents for LGSS have decreased during the period by £2,487k. Cash is held within the bank accounts of the two founding

Councils.

For LGSS Law Ltd, in its first year of trading has a cash balance of £1,465k at the balance sheet date.
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Notes to the Group Accounts

1. Group Boundary

LGSS Law Ltd was incorporated on the 3" June 2014 and commenced
trading on the 1 April 2015. The share capital of the company is split
50/50 between Northamptonshire County Council, and Cambridgeshire
County Council, consistent with the ownership split for the main LGSS
entity in 2015-16.

LGSS Law Limited is the only subsidiary of LGSS for accounting purposes,
and has been consolidated into the LGSS Group Accounts.

2. Basis of Consolidation

The financial statements of LGSS Law Ltd have been consolidated with
those of LGSS on a line by line basis; which has eliminated in full balances,
transactions, income and expenses between LGSS and its subsidiary.

3. Business Activities of the Subsidiaries

LGSS Law Ltd is a provider of legal services, primarily to the public sector.
In its first year, LGSS Law provided over 75,000 hours of high quality legal
advice in a wide range of areas to over 100 public sector clients.

4. Accounting Policies

In preparing the group accounts, LGSS has ensured that the accounting
policies of LGSS and LGSS Law are aligned (as detailed overleaf). The
accounting policies for LGSS and LGSS Law are the same, with the
exception of the following three policies which are applicable solely to
LGSS Law:

Pension Accounting — LGSS Law is an admitted body to the
Northamptonshire and Cambridgeshire Local Government Pension
Schemes, and therefore as a result is required to account for any
associated pension liabilities/benefits accrued as a result of membership
of the pension scheme as outlined in FRS102.

However, both Northamptonshire County Council and Cambridgeshire
County Council have guaranteed any pension liability, resultingin a
matching asset being recognised if the pension schemes are in deficit.

Group Accounts

Corporation Tax — As a public sector entity, LGSS is not liable to pay
corporation tax on any surplus’ that it makes during a year. Conversely,
LGSS Law is a private limited company, and therefore is subject to the

normal business taxes applicable to an organisation trading in the United
Kingdom.

The LGSS Law policy for accounting for Corporation Tax is below:-

Corporation Tax is accounted for in the year in which the trading surplus
have taken place (after the application of capital allowances and the use
of trading loss carry forwards, where appropriate).

As Corporation Tax is paid in the following financial year, the pre-audited
estimated corporation tax liability is provided for by the raising of an
accrual.

Property, Plant and Equipment (PPE) — LGSS utilises the assets of its
customers in order to deliver services where appropriate, therefore has
no ownership rights over PPE assets, which means that it has no PPE
accounting policy.

The LGSS Law policy for accounting for PPE is below:-

All Non Current Assets to be depreciated over 5 years, with assets only to
be revalued where it is expected the carrying value of the asset is
materially different from its fair value.

5. Consolidation of the Group Accounts

Where applicable, figures relating to the LGSS Group and LGSS are
provided side by side to highlight where the Group figures are different
from the core LGSS entity. However, where there is no material benefit of
including the information in the notes to the accounts, only the LGSS
figure is shown.
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1 Accounting Policies
1.1 General Principles

The Statement of Accounts summarises LGSS’s
financial position for the year ended 31 March
2016.

LGSS has prepared these Statement of Accounts
in accordance with the Accounts and Audit
Regulations 2015. These regulations require the
Statement of Accounts to be prepared in
accordance with proper accounting practices.
These practices primarily comprise the Code of
Practice on Local Authority Accounting in the
United Kingdom 2015-16 (the Code)

In order to reflect statutory conditions,
accounting standards are amended for specific
statutory adjustments so that the accounts
present a true and fair view of the financial
position and transactions of LGSS. All accounting
policies are disclosed where they are material.

1.2 Qualitative Characteristics of Financial
Statements

1.2.1 Relevance

The accounts have been prepared with the
objective of providing information about LGSS’s
financial performance and position that is useful
for assessing the stewardship of public funds and
for making financial decisions.

1.2.2 Reliability

The financial information is reliable as it has
been prepared so as to reflect the reality or
substance of the transaction, is free from
deliberate or systematic bias, is free from
material error and has been prudently prepared.

1.2.3 Understandability

These accounts are based on accounting
concepts and terminology which require
reasonable knowledge of accounting and local
government. Every effort has been made to use
plain language and where technical terms are
unavoidable they have been explained in the
glossary contained within the accounts.

1.2.4 Materiality

The concept of materiality has been utilised in
preparing the accounts so that insignificant items
and fluctuations under an acceptable level of
tolerance are permitted, provided that in
aggregate they would not affect the
interpretation of the accounts.

1.3 Underlying Assumptions

The preparation of financial statements requires
management to make estimates and
assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent
assets and liabilities at the date of the Statement
of Accounts and the reported amounts of income
and expenditure during the reporting period.
Actual results could differ from those estimates.

Where it is necessary to choose between
different estimation techniques, LGSS selects
whichever method is judged to be the most
appropriate to its particular circumstances for
the purposes of presenting the financial position
in the accounts fairly. Estimates are used for
debtors and creditors where invoices have yet to
be issued or received.

1.3.1 Accrual of Income and Expenditure

The financial statements, other than the cash
flow, are prepared on an accrual basis. Income

and expenditure is recognised in the accounts in
the period in which it is earned or incurred, not
as cash is received or paid. In particular:

Revenue from the provision of services is
recognised when LGSS can measure
reliably the percentage of completion of
the transaction and it is probable that
economic benefits or service potential
associated with the transaction will flow to

LGSS.

. Supplies are recorded as expenditure
when they are consumed.

. Expenses in relation to services received

(including services provided by employees)
are recorded as expenditure when the
services are received rather than when
payments are made.

. Where revenue and expenditure have
been recognised but cash has not been
received or paid, a debtor or creditor for
the relevant amount is recorded in the
Balance Sheet. Where debts may not be
settled, the balance of debtors is written
down and a charge made to revenue for
the income that might not be collected.

1.3.2 Going Concern

The accounts have been prepared on the
assumption that LGSS will continue in existence
for the foreseeable future.
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1 Accounting Policies Cont.

1.4 Detailed Accounting Policies
1.4.1 Cash and Cash Equivalents

Cash is represented by cash in hand and deposits
with financial institutions repayable without
penalty on notice of not more than 24 hours and
investments whose maturity date is three
months or less from the date of acquisition and
that are readily convertible to known amounts of
cash with insignificant risk of change in value.

In the Cash Flow Statement, cash and cash
equivalents are shown net of bank overdrafts
that are repayable on demand.

1.4.2 Exceptional Items

When items of income and expense are material,
their nature and amount is disclosed separately,
either on the face of the Comprehensive Income
and Expenditure Statement or in the notes to the
accounts, depending on how significant the
items are to an understanding of LGSS’s financial
performance.

1.4.3 Provisions

Provisions are made where an event has taken
place that gives LGSS a legal or constructive
obligation that probably requires settlement by a
transfer of economic benefits or service
potential and a reliable estimate can be made of
the amount of the obligation.

Provisions are charged as an expense to the
appropriate service line in the Comprehensive
Income and Expenditure Statement in the year
that LGSS becomes aware of the obligation, and
are measured at the best estimate at the balance
sheet date of the expenditure required to settle
the obligation, taking into account relevant risks
and uncertainties.

When payments are eventually made, they are
charged to the provision carried in the Balance
Sheet. Estimated settlements are reviewed at
the end of each financial year — where it

becomes less than probable that a transfer of
economic benefits will now be required (or a
lower settlement than anticipated is made), the
provision is reversed and credited back to the
relevant service.

Where some or all of the payment required to
settle a provision is expected to be recovered
from another party (e.g. from an insurance
claim), this is only recognised as income for the
relevant service if it is virtually certain that
reimbursement will be received if LGSS settles
the obligation.

1.4.4 Reserves

LGSS sets aside specific amounts as reserves for
future policy and business purposes or to protect
against unexpected events. When expenditure to
be financed from a reserve is incurred, it is
charged to the appropriate service revenue
account in that year, to be recorded against the
Net Cost of Services in the Comprehensive
Income and Expenditure Account. The reserve is
then appropriated back into the General Fund
Balance in the Movement in Reserves Statement
so that there is no net charge against Council tax
for the expenditure.

LGSS Reserves include:

. Earmarked reserves, which are set aside
for specific purposes.
. General reserves, which are set aside for

unexpected events.
1.4.5 Revenue Grants and Contributions:

Revenue grants and contributions are matched
in the Comprehensive Income and Expenditure
Statement to the service expenditure to which
they relate. Revenue grants received in advance
of entitlement or meeting of conditions are
treated as creditors (receipt in advance) until
such time as they can be justifiably recognised as
income and credited to the Comprehensive

Income and Expenditure Statement. Grants to
cover general expenditure are credited to the
Comprehensive Income and Expenditure
Statement after Net Cost of Services.

1.4.6 Employment Benefits
I. Benefits payable during employment

Short term employee benefits are those due to
be settled within 12 months of the year end.
They include such benefits as wages and salaries,
paid annual leave and paid sick leave, for current
employees and are recognised as an expense for
services in the year in which employees render
service to LGSS.

Il. Termination Benefits

Termination benefits are amounts payable as a
result of a decision by LGSS to terminate an
officer’s employment before the normal
retirement date or an officer’s decision to accept
voluntary redundancy and are charged on an
accruals basis to the relevant service line (or in
discontinued operations) in the Comprehensive
Income and Expenditure Statement when LGSS is
demonstrably committed to the termination of
the employment of an officer or group of officers
or making an offer to encourage voluntary
redundancy.

lll. Post Employment Benefits
Local Government Pension Scheme

Contributions to the Local Government Pension
Scheme payable during the period are charged
to the Comprehensive Income and Expenditure
Statement where employees are members of the
scheme. However, as LGSS staff are formally
employed by either Northamptonshire County
Council or Cambridgeshire County Council the
net pensions liability/asset is shown within the
host authority’s Statement of Accounts.
Therefore no pensions liability/asset is
recognised within LGSS’s balance sheet.
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1 Accounting Policies Cont.

1.4.7 Discretionary Benefits

LGSS has no powers to make discretionary awards of retirement benefits
in the event of early retirements, with such powers remaining with the
respective County Councils. However, any liabilities estimated to arise as a
result of an award to any member of staff will be accrued in the year of
the decision to make the award and accounted for using the same policies
as are applied to the Local Government Pension Scheme.

1.4.8 Value Added Tax (VAT)

The Comprehensive Income and Expenditure Statement excludes any
amounts related to VAT, as all VAT collected is payable to HM Revenue &
Customs and all VAT paid is recoverable from them.

1.4.9 Events after the Reporting Period

Events after the balance sheet date are those events, both favourable and
unfavourable, that occur between the end of the reporting period and the
date when the Statement of Accounts is authorised for issue. Two types of
events can be identified:

. Those that provide evidence of conditions that existed at the end of
the reporting period — the Statement of Accounts is adjusted to
reflect such events.

. Those that are indicative of conditions that arose after the
reporting period — the Statement of Accounts are not adjusted to
reflect such events, but where a category of events would have a
material effect, disclosure is made in the notes of the nature of the
events and their estimated financial effect.

Events taking place after the date of authorisation for issue are not
reflected in the Statement of Accounts.

2. Accounting standards that have been issued

but have not yet been adopted

The standards which have been introduced by the 2016-17 Code and will
be effective from 1 April 2016 are not anticipated to have any impact on
the LGSS financial statements. These are as follows:

Amendments to IAS 19 Employee Benefits (Defined Benefit Plans:
Employee Contributions)

Annual Improvements to IFRSs 2010 — 2012 Cycle Amendment to
IFRS 11 Joint Arrangements (Accounting for Acquisitions of

Interests in Joint Operations)

Amendment to IAS 16 Property, Plant and Equipment and IAS 38
Intangible Assets (Clarification of Acceptable Methods of
Depreciation and Amortisation)

Annual Improvements to IFRSs 2012 — 2014 Cycle (see Appendix B
of the ITC on the 2016/17 Code for further details

Amendment to IAS 1 Presentation of Financial Statements
(Disclosure Initiative)

The changes to the format of the Comprehensive Income and
Expenditure Statement, the Movement in Reserves Statement and
the introduction of the new Expenditure and Funding Analysis

The changes to the format of the Pension Fund Account and the
Net Assets Statement.
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3. Critical judgements in applying accounting policies

In applying the accounting policies set out in Note 1, LGSS has been
required to make certain judgements about complex transactions or those
involving uncertainty about future events. The critical judgements made in
the Annual Report (Statement of Accounts and Annual Governance
Statement) are in respect of:

Presentation of the Comprehensive Income and Expenditure Statement
(CIES) - The Accounts have been prepared using the CIPFA Code of
Practice on Local Authority Accounting (the Code). The internal
management reporting structure has been used to present the Income
and Expenditure statement, as this reflects the profit centres that operate
within LGSS

As LGSS is operating in a commercial environment all activity has been
treated as trading activity; both with the founding authorities,
Northamptonshire County Council and Cambridgeshire County Council,
and with other partner bodies through Partnership and Delegation
Agreements.

IAS19 / Pensions liabilities — As LGSS is not a separate legal entity staff
are formally employed by either of the two founding authorities,
Northamptonshire County Council or Cambridgeshire County Council, and
are entitled to join the Local Government Pension Scheme (LGPS). LGPS is
a defined benefit plan. As LGSS itself is not an admitted body to LGPS it is
not possible for LGSS to accurately identify its share of the underlying
financial position and performance of the plan with sufficient reliability for
accounting purposes. As such, the scheme has been accounted for as a
defined contribution scheme within the LGSS accounts. Pension
contributions paid during the period have been recognised within the
income statement.

Contributions paid during the year are shown in Note 14. There is no
pensions liability or pensions reserve shown within the LGSS balance
sheet. The net pensions asset/liability and pensions reserve is shown
within each authority’s Statement of Accounts, depending on where the
staff are formally employed. Similarly, IAS19 disclosures are shown within
the Statement of Accounts of each authority.

However, as LGSS Law is a separate legal entity as well as being an
admitted member of the Northamptonshire and Cambridgeshire Local
Government pension schemes, it is required to record its pension
liability/asset on its balance sheet, as outlined in the notes to the group
accounts on page 26.

Fixed Assets — Assets are resources controlled by an entity as a result of
past events and from which future economic benefits are expected to
flow to the entity. As LGSS is not a separate legal entity it does not own
any fixed assets. Fixed assets are owned by the host authorities and
partner authorities, who direct and control their use. LGSS does not have
sole use, as the assets are also used by the host authorities and partner
authorities, so the criteria for them to accounted for as finance leases has
not been met. Consequently these fixed assets are included within the
statutory accounts of the relevant authority and no fixed assets are
included within the LGSS accounts.

LGSS Activity — The LGSS accounts included activity related to LGSS
operational budgets. Operational budgets encompass day to day LGSS
activity and transactions with third parties. There are also managed
budgets which LGSS administers on behalf of the partner organisations for
which LGSS has or receives no benefit. Activity related to these managed
budgets is included within the relevant organisation’s statutory accounts
and consequently is not included within the LGSS accounts.
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4 Debtors and Payments in Advance

2014-15 2015-16 2015-16
LGSS Group LGSS LGSS Group
£000 £000 £000

- Central Government Bodies 0 0

3,296 Other Local Authorities 1,953 2,535

14 NHS Bodies 253 253

885 Other Entities and Individuals 4,870 6,777

4,195 Total Short Term Debtors 7,077 9,566

5 Short Term Creditors and Receipts in Advance

2014-15 2015-16 2015-16
LGSS Group LGSS LGSS Group
£000 £000 £000

(210) Central Government Bodies (544) (545)
(2,209) Other Local Authorities (2,082) (3,558)

0 NHS Bodies (201) (201)

(1,214) Other Entities and Individuals (1,757) (2,814)
(3,533) Total Short Term Creditors (4,584) (7,118)

Notes to the Accounts

Other Entities
and
Individuals
69%

Other Local
Authorities
28%

NHS Bodies
3%

Other Entities
and Individuals

38%

NHS Bodies
4%
Central
Government
Bodies
12%

Other Local
Authorities
46%

31



LGSS Annual Report 2015-16 Notes to the Accounts

6 Provisions

2014-15 2015-16 LGSS has a provision for the potential redundancies that are required in
LGSS LGSS order to deliver the required savings in relation to the contracts that it
£000 £000 operates. In the 2015-16 financial year, £65k was drawn down, leaving a
(366) Opening Provision (286) total provision of £221k at the balance sheet date.

80 Provision Utilised in Year 65
(286) Closing Provision (221) At the balance sheet date, no provisions for LGSS Law Ltd were in place.

7 Transfers to/from Earmarked Reserves

Closing

Opening Balance Transfersto  Transfers from Balance

April 2014 Reserve Reserve  March 2015

£000 £000 £000 £000

LGSS Operational Reserve 2,193 653 (841) 2,005
Cambridge Specific Reserves 103 0 (103) 0
LGSS Law Retained Profit 0 0 0 0
Total LGSS Group Reserves 2,296 653 (944) 2,005
Closing

Opening Balance Transfersto  Transfers from Balance

April 2015 Reserve Reserve  March 2016

£000 £000 £000 £000

LGSS Operational Reserve 2,005 204 (184) 2,025
Cambridge Specific Reserves 0 0 0 0
LGSS Law Retained Profit 0 5 0 5
Total LGSS Group Reserves 2,005 209 (184) 2,030
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8 Trading Operations

Trading Operation figures are shown in the table below.

Services provided to the founding authorities, Northamptonshire County Council and Cambridgeshire County Council are shown separately to
trading with other partners including Partnership and Delegation Agreements.

Expenditure Income (Surplus)/Deficit Expenditure Income (Surplus)/Deficit
2014-15 2014-15 2014-15 2015-16 2015-16 2015-16
£000 £000 £000 £000 £000 £000
47,614 (45,816) 1,798 With NCC/CCC 52,299 (50,631) 1,668

With other Partners (Partnership &
18,209 (19,715) (1,506) Delegation agreements) 22,378 (24,072) (1,693)
65,823 (65,531) 292 Total 74,678 (74,703) (25)

Expenditure recorded between NCC/CCC and LGSS increased by £5.1m during the reporting period, with income increasing by £5.2m, resulting in
an improvement on the deficit recorded to £1.7m for 2015-16.

During the same timescale, however, LGSS have been able to increase the trading activity with other partners, with income received from these
sources increasing by £3.1m over the last year. However, expenditure has increased by £2.9m in order to deliver these contracts, therefore there
is relatively small increase to the trading surplus achieved in 2015-16.

Taking both sources as a whole, LGSS and LGSS Law delivered a surplus of £25k, which is an improvement on the small deficit achieved in 2014-15
and consistent with the LGSS trading strategy.
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9 Officers Remuneration

Disclosure of remuneration for senior employees.

Senior employees are the LGSS Managing Director and LGSS Directors. Staff are employees of the host authorities, rather than LGSS itself.

The figures below include salary costs, expenses (travel and subsistence) and employer pension contributions.

Post holder information

LGSS Managing Director

LGSS Director of People, Transformation &
Transactional Services

LGSS Director of Finance and Section 151
Officer NCC

LGSS Director of Law and Property and
Governance

LGSS Director of IT

Notes

Payroll

NCC

NCC

NCC

LGSS Law
Cccc
NCC
CccC

2015-16
2014-15
2015-16
2014-15
2015-16
2014-15
2015-16
2014-15
2015-16
2014-15

Basic

Notes Salary
£000

133

132

b 121
122

116

115

107

96

114

112

a)  Salary paid is dependent on length of service and performance

Allowances

Honorarium & Expenses

£000

19

13

£000

B W NNRPRPRPRP WS

Total
Remuneration
excluding
pension
contribution
£000

137

135

141

123

120

119

109

98

130

113

Pension
contributions
£000

16

16

18

16

15

15

24

19

15

22

Total Remuneration
including pension
contribution

£000

153

151

159

139

135

134

133

117

145

135

b)  The honorarium payment to the Director of People, Transformation & Transactional Services includes an amount (£9k) relating to work
undertaken in 2014-15 that was paid in the 2015-16 financial year.
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9 Officers Remuneration

The numbers of employees whose remuneration, taxable expenses and severance
pay (if applicable) was £50,000 or more during the year are detailed below:

2014-15 2015-16 2015-16
LGSS Group Pay Band LGSS LGSS Group

8 £55,000 - £59,999 7

00

4 £65,000 - £69,999 5

(9]

5 £75,000 - £79,999

N
N

4 £85,000 - £89,999 4

i

2 £95,000 - £99,999 1

=

0 £105,000 - £109,999

o
=

N
N

1 £115,000 - £119,999

0 £125,000 - £129,999

=
=

0 £135,000 - £139,999

=
=

a4 44

8

35



LGSS Annual Report 2015-16 Notes to the Accounts

10 Termination Benefits

Total number of Total cost of exit Total Number of Total cost of exit
exit packages by packages in each Exit package cost band exit packages by packages in each
cost band band (including special payments) cost band band
2014-15 2014-15 2015-16 2015-16

LGSS LGSS LGSS LGSS

£000 £000

8 78 £0-£20,000 18 158

3 90 £20,001 - £40,000 5 138

11 168 Total cost included in bandings 23 296

11 Transactions with Related Parties

LGSS’s related parties are the shareholding authorities
(Northamptonshire and Cambridgeshire County Council), and also LGSS
Law who are consolidated into the LGSS Group accounts.

By identifying budget within the County Council budgets, no cash
transactions take place and therefore there were no amounts
outstanding on the 315t March 2016

LGSS Law
As LGSS Law is consolidated into the LGSS accounts, the intercompany
transactions between the two entities are outlined below. All

transactions between LGSS and LGSS Law are invoiced, with LGSS Law
raising invoices on a monthly basis for legal services delivered to its

Northamptonshire and Cambridgeshire County Councils

Both authorities allocate funding to LGSS by identifying budgets within
their budgeting processes. The LGSS Budget for each authority is shown
in the table below.

customers.
2014-15 2015-16 Outstanding
Budget Budget Amount  atthe 31st
Allocated Allocated Invoiced March 2016
£000 £000 £000 £000
10,473 Cambridgeshire County Council 10,085 Support Services Charged to LGSS Law 150 150
12,860 Northamptonshire County Council 14,764 Legal Services Charged to LGSS (333) (123)

23,333 24,849 (183) 27




LGSS Annual Report 2015-16 Notes to the Accounts

12 Events after the Balance Sheet Date

On the 1 April 2016, Milton Keynes Council legally became a full partner of
LGSS and a member of the joint committee. Milton Keynes Council will
hold an equal number of shares as Northamptonshire and Cambridgeshire
County Councils, with any dividends awarded being allocated based on the
number of shares held.

Also as at the 1 April 2016, 50 LGSS Law Ltd shares were allocated to
Central Bedfordshire Council, to allow them to become joint owners of
LGSS Law Ltd along with Northamptonshire County Council and
Cambridgeshire County Council. The additional shareholder is expected to
lead to an additional £1.7m in income, with 35 lawyers and 5 support staff
transferring into LGSS Law from Central Bedfordshire. The LGSS Law Ltd
Articles of Association were also refreshed on the 1 April 2016, to
incorporate the third shareholder and the impact on the decision making
processes.

13 External Audit Costs

2014-15 2015-16
LGSS LGSS
£000 £000

KPMG LLP - audit services carried out by the
23 appointed auditor 25
KPMG LLP - Audit Work relating to 2014/15 31
23 Total External Audit Costs 56

14 Pension Schemes accounted for as defined

contribution schemes

LGSS staff are formally employed by either Northamptonshire County
Council or Cambridgeshire County Council and are entitled to join the
Local Government Pension Scheme (LGPS). LGPS is a defined benefit
scheme.

As LGSS itself is not an admitted body to LGPS it is not possible for LGSS to
accurately identify its share of the underlying financial position and

performance of the plan with sufficient reliability for accounting purposes.

As such, the scheme has been accounted for as a defined contribution
scheme within the LGSS accounts.

Pension contributions paid during the year have been recognised within
the Comprehensive Income and Expenditure Statement. Contributions
paid during 2015-16 in respect of LGSS staff employed by NCC were
£2.8m, with an employers contribution rate of 12.8% of pensionable pay.
(2014-15: £2.5m with a contribution rate of 12.8%). Contributions paid
during 2015-16 in respect of LGSS staff employed by CCC were £2.5m,
with an employers contribution rate of 20.7% of pensionable pay. (2014-
15: £2.7m with a contribution rate of 20%)

The actuary bases the contribution rate on actuarial valuations that take
place every three years. The last such valuation was at 31 March 2013.

15 Pension Schemes Accounted for As A Defined
Benefit Scheme

LGSS Law Ltd staff are entitled to join the Local Government Pension
Scheme (LGPS) which is a defined benefit plan. Former employees of
Northamptonshire County Council are members of the Northamptonshire
County Council LGPS. All other employees who join the scheme are
members of the Cambridgeshire County Council LGPS. The Net Pension
Liability is guaranteed by the respective Local Authorities and not LGSS or
LGSS Law. Details of the funds and their treatments in these financial
statements are detailed overleaf:
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15 Pension Schemes Accounted for As A Defined Benefit Scheme

Net pension (liability)/asset

C'Shire  N'Shire Total C'Shire  N'Shire Total
LGPS LGPS LGSS Law LGPS LGPS LGSS Law
2015 2015 2015 2016 2016 2016
£000 £000 £000 £000 £000 £000

(3,407) (3,071) (6,478) Defined benefit obligation (3,439) (2,989) (6,428)
2,887 2,525 5,412 Plan assets 3,155 2,807 5,962
(520) (546) (1,066) Net pension liability (284) (182) (466)

The values of the net pension liability for LGSS Law has improved by £600k, from a deficit of £1,066k to a deficit of £466k, mainly due to an
improvement in the actuarial assumptions (detailed overleaf) around the future value of the pension scheme liabilities of around £1m.
This improvement has also contributed to a £162k non cash income adjustment to the comprehensive income and expenditure statement.
Further details of the pension scheme liabilities (left table) and assets (right table) are detailed below:

Movements in present value of defined benefit obligation Movements in fair value of plan assets

C'Shire  N'Shire Total
LGPS LGPS LGSS Law

C'Shire  N'Shire Total 2016 2016 2016

LGPS LGPS LGSS Law £000 £000 £000

£000 £000 £000 At 1 April 2015 2,887 2,525 5,412

At 1 April 2015 (3,407) (3,071) (6,478) Interest income 101 88 189
i Remeasurement: return on plan

Current service cost (341) (284) (625) : . p (159) (79) (238)
Interest expense (120) (107) (227) assets less interest income

Change in Financial Assumptions 526 537 1,063 Contributions by employer 229 209 438

Contributions by members (97) (64) (161) Contributions by members 97 64 161

At 31 March 2016 (3,439) (2,989) (6,428) At 31 March 2016 3,155 2,807 5,962
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15 Pension Schemes Accounted for as a Defined Benefit Scheme

Included within the Comprehensive income and expenditure statement is a net income of £162k.

C'Shire  N'Shire Total
LGPS LGPS LGSS Law
2016 2016 2016
£000 £000 £000

Current service cost (341) (284) (625)
Net Interest (19) (19) (38)
Change in Actuarial Assumptions 367 458 825
Total Income recognised in Comprehensive Income Statement 7 155 162

To be able to calculate the estimated pension position and associated adjustment to the LGSS Law financial statements, a number of
actuarial assumption have been made, with the key assumptions relating to investment performance and mortality assumptions. The
assumptions relating to longevity underlying the pension liabilities at the balance sheet date are based on standard actuarial mortality

tables and include an allowance for future improvements in longevity. The key assumptions used to calculate the LGSS Law pension
values as at the 315t March 2016 are outlined in the two tables below:

Both Schemes Both Schemes C'Shire C'Shire N'Shire

2015 2016 LGPS LGPS LGPS
% % Male Female Male
3.3 Discount rate 3.6 Current Pensioner Aged 65 22.5 24.5 22.3
2.5 Other material assumptions 2.2 Future Retiree upon reaching 65 244 26.9 24.0

N'Shire
LGPS
Female
24.3
26.6
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LGSS Annual Governance Statement

1. Scope of Responsibility

The LGSS Joint Committee is responsible for ensuring that LGSS business is
conducted in accordance with the law and that public money is
safeguarded, properly accounted for, and used economically, efficiently
and effectively. The LGSS Joint Committee also has a duty under the Local
Government Act 1999 to make arrangements to secure continuous
improvement in the way in which its functions are exercised, taking into
account economy, efficiency and effectiveness.

In discharging this overall responsibility, the Joint Committee is
responsible for putting in place appropriate arrangements for the
governance of its affairs and facilitating the effective exercise of its
functions, which includes arrangements for the management of risk.

The LGSS Joint Committee operates to Northamptonshire County Council’s
Code of Corporate Governance which is consistent with the principles of
the CIPFA/SOLACE Framework ‘Delivering Good Governance in Local
Government’.

This Annual Governance Statement explains how LGSS has complied with
the Code and also meets the requirements of regulation 4.2 of the
Accounts and Audit Regulations 2011 as amended by the Accounts and
Audit (England) Regulations 2011 in relation to the publication of a
statement on internal control.

2. The Purpose of the Governance Framework

The governance framework comprises the systems, processes, culture and
values by which LGSS is directed and controlled and through which it
accounts to. It enables LGSS to monitor the achievement of its priority
outcomes and to consider whether those have led to the delivery of
appropriate and cost effective services.

The system of internal control is a significant part of the framework and is
designed to manage risk to a reasonable level. It cannot eliminate all risk
of failure to achieve policies, core purpose and priority outcomes and can
therefore only provide reasonable assurance of effectiveness.

The system of internal control is based on an on-going process designed
to:

a) ldentify and prioritise the risks to the achievement of LGSS plans and
priorities;

b) Evaluate the likelihood of those risks occurring;

c) Evaluate the impact should they occur;

d) Manage the risks efficiently, effectively and economically.

The LGSS Strategic Business Plan delivers these points as part of the
annual cycle. The governance framework has been in place in LGSS for the
year ended 31st March 2016 and up to the date of approval of the annual
report and statement of accounts.
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3. The Governance Framework

Revenues & Benefits LGSS ‘Shareholder’ Board é )
Board = | (Joint Committee) | LGSS Strategic Partner Board
(Representatives from relevant 3 CCC Members (Partner/Customer CEOs)
Partners/Customers) 3 NCC Members . J

|
LGSS Operational Partner

Board
LGSS Management Board N \ (Partner/Customer representatives) p
(Chaired by LGSS Managing
Director) ) Glossary

CEO — Chief Executive Officer
GGC — Cambridgeshire Gounty Gouncil
NCC — Northamptonshire County Council

The key elements of the systems and processes that comprise the governance arrangements are described below.
3.1 Roles and Responsibilities of Members and Officers

Good governance means elected Members and Officers working together to achieve a common purpose with clearly defined functions and roles. The
following describes how LGSS achieves this:

LGSS Joint Committee comprises 6 Members appointed by each of the two shareholding councils on a four yearly basis — 3 each from Cambridgeshire
and Northamptonshire County Councils. The Joint Committee has an agreed Constitution which sets out how it operates and how decisions are made.

The scheme of delegation in LGSS is based upon the delegations operating in the two client councils.

Member and Officer codes of conduct are complied in accordance with the procedures operating within the Council which either the Member is
elected to or the Officer employed by.

LGSS operates to the policies and procedures in place in each of the client councils to ensure that, as far as possible, its elected Members and Officers

understand their respective responsibilities. New Members and employees receive induction and continued training on key policies and procedures as
these are developed within each of the shareholding councils.

All LGSS Directors and Heads of Service have responsibility for maintaining a sound system of internal control within their area of responsibility.
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Our business services:

STRATEGIC

OPERATIONAL

m Business transformation
m IT strategy

= Organisation and
workforce strategy

m Strategic asset
management

IT operations
Property operations
Web services

Customer service centre

3. The Governance Framework cont.

Audit, risk & insurance
Employee relations
Finance

HR advisory

IT consultancy

Legal services
Procurement services
Democratic services
Service assurance

Payroll & recruitment
Pensions service
Revenues & benefits
Accounts payable
Accounts receivable

breadth and scope

TVNOISS34104d

TVNOILIVSNVYL

3.2 Standards of Conduct and Behaviour

Good governance means promoting
appropriate values for LGSS and
demonstrating the values of good governance
by upholding high standards of conduct and
behaviour. The following describes how LGSS
achieves this:

A Standards Committee is in place in each
shareholding council to review any complaints
regarding any councillors, including LGSS Joint
Committee Members, and to promote high
standards of conduct and observance of the
member codes of conduct (CCC and NCC).

Each council’s employee code of conduct sets
out managers’ responsibilities to bring the
code to the attention of their staff (through
induction, training and instruction) and is
their responsibility to take appropriate action
if an employee fails to follow the code. The
codes include a requirement for LGSS Officers
of each council to declare any conflicts of
interest and/or gifts or hospitality, which
should be formally registered.

Each shareholding council has Anti-Fraud and
Corruption, Whistle-blowing and Money
Laundering policies in place which apply to
LGSS.
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3.3 Decision Making, Scrutiny and Risk Management

Good governance means taking informed and transparent decisions that
are effectively scrutinised and manage risk. The following describes how
LGSS achieves this:

The Joint Committee takes executive decisions in accordance with its
terms of reference.

The two shareholding Councils have the power to review and/or scrutinise
decisions made or actions taken by the Joint Committee.

LGSS is subject to internal audit review in accordance with the annual
internal audit plans agreed by the audit committees of each of the client
councils. LGSS Internal Audit operates in accordance with the Public
Sector Internal Audit Standard. Internal Audit plans and prioritises its
work chiefly using a risk based auditing approach and seeks to programme
work based on risk, strength of control and materiality. Reports, including
an assessment of the adequacy of control and action plans to address
weaknesses, are submitted to LGSS directors and to audit committees.

LGSS complies with Northamptonshire County Council’s risk management
process which is underpinned by an approved Risk Management Policy
and a Risk Management Statement of Required Practice (SORP). LGSS
maintains a Strategic Risk Register and directorate risk registers which are
required to be subject to regular formal review as outlined within the Risk
Management SORP.

3.4 Developing Capacity and Capability of Members and Officers

Good governance means developing the capacity and capability of
Members and Officers to be effective. The following describes how LGSS
achieves this:

The councillors on the Joint Committee are supported by the councillor
development activity of their parent councils. Officers on the LGSS
Management Board are invited to present at the councillor
training/workshop sessions about appropriate topics.

Formal performance appraisal and development programmes operate
within LGSS. These programmes include identifying and meeting, as
appropriate, the development needs of staff. There is an induction
programme for new staff and a full comprehensive learning and
development programme delivered at all levels in LGSS.

3.5 Engaging with Stakeholders

LGSS proactively engages with each of its customers and applies the same
processes to its shareholding organisations:

Good governance means engaging stakeholders to ensure LGSS delivers
services which meet the needs of shareholding and customer councils.
LGSS operates to Service Level Agreements with all partner and customer
councils and has mechanisms for close customer engagement at all times
of the year.

LGSS has a robust customer satisfaction framework.

LGSS has its own website which markets LGSS as a distinct business
support service for public sector organisations regionally, separate from
the two shareholding councils. The website enables current and potential
customers to understand the LGSS business model, what services it can
provide and what skills, expertise and other resources it can offer.

Good governance means developing and clearly communicating LGSS
plans and priorities to its key stakeholders. The following describes how
LGSS achieves its objectives in order of priority:

Delivery of CCC/NCC transformation and supporting customers via joint,
collaborative business planning activity as described in the business case
and service level agreements.

Annual refresh of the LGSS Strategic Business Plan.

Management of LGSS Governance including LGSS Joint Committee, LGSS
Management Board and LGSS Partner Board.
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LGSS undertakes an annual planning process which takes account of the
requirements of its shareholding and customer councils along with the
objective of reducing unit costs through the expansion of LGSS. LGSS is
an integral part of the medium term financial planning processes of
both CCC and NCC to support the delivery of their business plans and
delivering the reduction of costs against their priorities;

To ensure LGSS delivers its plans, the Service Assurance, Customers and
Strategy function co-ordinates the LGSS performance management
framework to support the service delivery of each of the LGSS
directorates. This activity is summarised as follows:

Delivery of the LGSS Customer Satisfaction Framework, which encompasses:
*  Compliments, comments and complaints
* Annual survey of all users of LGSS services

¢ Annual Executive interview with each Customer Chief
Executive

* ‘In the moment’ surveys of customers

Creation, monitoring and management of Service Improvement Plans for eacl
of the LGSS directorates with quarterly reporting to customer senior
management teams.

Customer engagement and relationship management with existing customers
including customer contract management (partner and delegation
agreement).

Business intelligence including KPI performance reporting and trend analysis
LGSS communication and customer engagement
Business development and initial engagement with potential new customers

Annual
Strategic
Executive
Interview

LGSS Service

Improvement
Plan
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4. Review of Effectiveness

LGSS has undertaken a review of the
effectiveness of its governance framework,
including the system of internal control. This
review is informed by the work of the LGSS
Directors and the Head of Internal Audit and Risk
Management’s annual reports.

Staff in Internal Audit and Risk Management
have undertaken a basic compliance review to
ensure that key aspects of LGSS’ Governance
Framework have been applied during 2015-16.
The key evidence to support the review of
effectiveness is outlined below.

4.1 Planning

LGSS operates a planning framework that
integrates all aspects of strategic, operational
and financial planning and which has the full
involvement of the LGSS Joint Committee, the
shareholding councils and all senior LGSS
managers. This ensures financial plans
realistically support the delivery of LGSS Business
Plan in the short and medium term.

LGSS has developed a five year business plan
(2015/16 -2019/20), which is updated annually
and details the mission, values and priorities of
LGSS. The five year LGSS Business Plan was
approved by the LGSS Joint Committee on 26t
March 2015. Within this plan there are clear
objectives in place for each Directorate which
align with the business trading targets and the
management of the client organisation’s
finances.

4.2 Performance Management

The Service Assurance, Customers and Strategy
function co-ordinates all aspects of operational
performance management for LGSS. This
enhances the formalisation of key aspects of
LGSS governance.

The LGSS performance management framework
for 2015-16 included delivery of the following
key aspects:

Service delivery performance was reported to
each customer organisation on a monthly or
quarterly basis in accordance with the relevant
customer contractual agreements.

Results and findings from the LGSS Customer
Satisfaction Framework performance were
reported to LGSS Joint Committee, LGSS
Management Board and the senior management
teams of all customer organisations.

Progress against delivery of LGSS Service
Improvement Plans was reported to customers
on a quarterly basis.

Additionally there is a workforce performance
management process operating at all levels of
LGSS including the management of staff personal
performance through Performance Appraisal and
Development Plan (PADP) processes which
include annual and six monthly review meetings
along with one to one meetings between line
managers and employees.

4.3 LGSS Joint Committee

LGSS Joint Committee is responsible for key
decisions. The Joint Committee meets formally
on at least a quarterly basis and makes decisions
that are in line with the overall policies and
budget of LGSS. In addition, informal workshop
meetings take place in between formal Joint
Committee meetings as required.

During 2015/16 formal Joint Committee
meetings were held on the following dates:

. 26t May 2015

25% June 2015
. 215t August 2015
. 10th September 2015
. 12th November 2015
. 28t January 2016
. 25t February 2016

The increase in Joint Committee meetings was in
response to decision making requirements for
the Milton Keynes Council business case.

Each Council nominates three elected Members
and substitutes. The Member appointed as a
substitute has full voting rights. Each Member
complies with the Code of Conduct of their
respective Council when acting as a Member of
the LGSS Joint Committee. Each Council has
three votes.
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The Chairperson of the Joint Committee is
rotated on an annual cycle between each
‘shareholding’ Council. Meetings of the Joint
Committee must be quorate with two Members
of each Council being present. If thereis a
quorum of Members present but neither the
Chairperson nor the Vice Chairperson is present,
the Members present shall designate one
Member to preside as Chairperson for that
meeting. The Joint Committee may delegate a
function to a Sub-Committee or an Officer.

—Formal Joint Committee meetings are public
meetings with the exception that the public may
be excluded from a meeting where confidential
information, as defined in section 100A (3) of the
Local Government Act 1972, or exempt
information as defined in section 1001 of the
Local Government Act 1972, would be disclosed
to them.

LGSS Partner Board

LGSS Partner Board is a partner discussion forum
for stakeholder engagement at a political and
senior officer level.

Following the Partner Board meeting which took
place on 26t May 2015 a review and refresh of
the Partner Board forum was undertaken,
creating two revised Partner Board forums:

* Strategic Partner Board

* Operational Partner Board

Strategic Partner Board

The purpose of Strategic Partner Board is to
enable strategic LGSS and Partner
representatives to network and discuss
nominated topics of common interest that will
add value to the LGSS partnership at a strategic
level. A review of the Terms of Reference takes
places on an annual basis to ensure they remain
fit for purpose.

LGSS Strategic Partner Board meets twice a year
in June and November. The first meeting of the
Strategic Partner Board took place on 12t
November 2015.

Core members of the LGSS Strategic Partner
Board are:

¢ Chair of LGSS Joint Committee (Chair)

* Vice-Chair of Joint Committee (or nominated
substitute)

* Two attendees from each Partner
organisation (or nominated substitute)

* Chief Executives of the founding LGSS
authorities - Cambridgeshire and
Northamptonshire County Councils

* LGSS Managing Director

LGSS Head of Service Assurance, Customers
and Strategy

* Board Secretary

The agenda for Strategic Partner Board takes an
‘open forum’ approach by providing:

—An opportunity to network and discuss items in
an informal setting — round table with nominated

topics of common interest.

—The agenda will include a ‘Managing Director’s’
topic of interest for discussion amongst the
group as well as a ‘Partner’ nominated discussion
item.

Operational Partner Board

The purpose of the LGSS Operational Partner
Board is to focus on the common topics of
interest across LGSS Partners and to discuss
opportunities that will add value to the
partnership. Operational Partner Board meets
twice a year in July and December. The first
meeting of the Operational Partner Board took
place on 8t December 2015.

Core members of the LGSS Operational Partner
Board are:

LGSS Management Board

One nominated Senior Responsible Owner (SRO)
from each customer/partner organisation

Board Secretary
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LGSS Revenues and Benefits Board

The LGSS Revenues and Benefits Board is an
advisory/consultative group and does not hold
decision making powers. The Board meets twice
a year and is a forum for:

Stakeholder engagement at a political and senior
office level, giving an opportunity for its
members to feel that they can influence the
strategic direction of the Revenues and Benefits
service delivered by LGSS

Customer feedback on the Revenues and
Benefits service delivered by LGSS

Discussion on how to develop the LGSS Revenues
and Benefits service and wider partnership
arrangements

Sharing skills and knowledge

Suggest items which might be considered by the
LGSS Management Board

There is a standing agenda, with the opportunity
for members of the Revenues and Benefits Board
to raise agenda items in advance for discussion
at the meeting. Core members of the LGSS
Revenues and Benefits Board are:

* LGSS Director of People, Transformation and
Transactional Services (Chair)
* LGSS Head of Revenues and Benefits

* One Councillor and Senior Officer nominated
from each LGSS Revenues and Benefits
customer

* One representative from LGSS Management
Board

Overview and Scrutiny

LGSS is subject to scrutiny by Northamptonshire
County Council’s Overview & Scrutiny function.
This is carried out by the Finance & Resources
Scrutiny Committee, which is responsible for
budget matters, corporate performance and
corporate support functions.

The Committee scrutinises LGSS headline
performance and the development and delivery
of the LGSS Business Plan. The Committee may
also choose to investigate issues associated with
LGSS and make recommendations that seek to
improve the quality of services that it delivers.

Executive decisions by the LGSS Joint Committee
are subject to the Council’s call-in process, which
enables decisions taken, but not yet
implemented, to be referred to Overview &
Scrutiny to review whether the decision-making
process operated correctly. Any such call-ins
would be considered by the Council’s Scrutiny
Management Committee.

Due to their current committee structure,
Cambridgeshire County Council does not have a
separate scrutiny function. However, the
General Purposes Committee undertakes regular
monitoring of LGSS Managed budgets.

LGSS Management Board

The LGSS Management Board meets monthly
formally with the following core attendees:

*  Managing Director
* Director of Finance
* Director of IT Services

* Director of Law, Procurement and
Governance

* Director of People, Transformation and
Transactions

* Head of Service Assurance, Customers and
Strategy

*  Chief Executives of the two
shareholder/partner councils.

In addition LGSS Management Board meets
informally with all above attendees minus the
Chief Executives of the shareholding councils.

* Each LGSS Director has provided a self
assurance statement in respect of 2015-16
that:

* They fully understand their roles and
responsibilities

* They are aware of the principal statutory
obligations and key priorities of LGSS and of
the client and customer councils which
impact on their services

* They have made an assessment of the
significant risks to the successful discharge of
LGSS' key priorities.

* They acknowledge the need to develop,
maintain and operate effective control
systems to manage risks
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Independent Assurance

The LGSS Head of Internal Audit annually agrees the
LGSS Internal Audit Plan for the financial year with
the Managing Director and the LGSS Management
Board. This s in line with CCC and NCC policies and
procedures.

Internal Audit has undertaken a number of reviews of
activities undertaken within the LGSS environment. It
should be noted that from September 2015, LGSS
Internal Audit moved to giving two assurance
opinions when completing audits:

. Control Environment Assurance
. Compliance Assurance

The tables below detail the five levels for each of
these assurance opinions.

A review of the Head of Internal Audit and Risk
Management’s 2015-16 annual reports to the audit
committees of the two shareholding councils
indicates that the control environment and
compliance assurance levels for the internal control
over the systems and processes managed within the
LGSS environment are largely ‘substantial’.

In a small number of instances where the assurance
level was deemed either as ‘good’ or ‘moderate’
actions have been agreed with management which,
when implemented, should raise the assurance level
for these audit areas to substantial.

Control Environment Assurance

Level Criteria definition

Substantial There are minimal control weaknesses that present very low risk to the
control environment

Good There are minor control weaknesses that present low risk to the control
environment

Moderate There are some control weaknesses that present a medium risk to the
control environment

Limited There are significant control weaknesses that present a high risk to the
control environment.

No Assurance There are fundamental control weaknesses that present an unacceptable
level of risk to the control environment

Compliance Assurance

Level Criteria definition

Substantial The control environment has substantially operated as intended although
some minor errors have been detected.

Good The control environment has largely operated as intended although some
errors have been detected

Moderate The control environment has mainly operated as intended although errors
have been detected.

Limited The control environment has not operated as intended. Significant errors
have been detected.

No Assurance The control environment has fundamentally broken down and is open to

significant error or abuse.
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4.9 External Audit

Whilst LGSS is not a separate legal entity, the Audit Commission has
advised that owing to the growth of LGSS, it should be subject to external
audit review. Therefore as from 2013-14 KPMG LLP was appointed as
LGSS’ External Auditor.

4.10 Risk Management

LGSS complies with Northamptonshire County Council’s risk management
process which is underpinned by an approved Risk Management Policy
and a Risk Management Statement of Required Practice (SORP). LGSS
maintains a Strategic Risk Register and directorate risk registers which are
required to be subject to regular formal review as outlined within the Risk
Management SORP. There is an annual review of the risk registers and
business continuity plans which are aligned to the respective shareholder
processes.

There is an annual review of the LGSS Strategic Risk Register by LGSS
Management Board and the LGSS Directorate risk registers are reviewed
quarterly via Directorate Management Team meetings.

4.11 Developing Capacity

LGSS has operated procedures during the period covered by this
Statement to ensure training needs of staff are assessed against core
competencies and any key training needs met. Additionally both client
councils have provided, or are in the process of providing, appropriate
training to Joint Committee councillors to enable them to effectively fulfil
their duties in relation to LGSS and other activities.

4.12 Engagement

LGSS has engaged with its customers throughout 2015/16 via the
following channels:

Monthly/Quarterly Customer performance meetings (as per Customer
Contract) and presentations to the customer senior management teams

LGSS Managing Director meetings with LGSS Joint Committee Chair/Vice-
Chair

Senior Responsible Officer (SRO) quarterly one to one meetings with
Customer Chief Executive or nominated senior manager

Client Services Manager (CSM) monthly one to one meetings with
Customer Chief Executive or nominated senior Manager

Strategic Partner Board
Operational Partner Board
LGSS Customer Feedback channel

In addition, the LGSS website is current and appropriate to promote the
LGSS offering, and LGSS uses LinkedIn and Twitter.

4.13 Significant Governance Issues

There are robust governance arrangements for LGSS based on the
founding authorities’ financial policies and procedures based on, and an
integral part of, the NCC and CCC portfolio and procedures.
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5. Conclusion and Evaluation

As Chair of the LGSS Joint Committee and LGSS Managing Director, we have been advised of the implications of the results of the review of the
effectiveness of the Council’s governance framework.

Our overall assessment is that this Annual Governance Statement is a balanced reflection of the governance environment and that an adequate
framework exists within LGSS to ensure effective internal control is maintained. This is subject to both internal and external audit
procedures.

We are also satisfied that there are appropriate plans in place to continue to deliver improvements to meet the governance arrangements
requirement to meet the financial policies and procedures and to seek continuous improvement in the system of internal control.

Councillor John Kane
Chairman of the LGSS Joint Committee LGSS Managing Director
Date: Date:
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Appendix 1: LGSS Joint Committee Terms of Reference substitute Members of the Joint Committee and appoint a different
Member or substitute to the Joint Committee by giving written

TERMS OF REFERENCE FOR THE LOCAL GOVERNMENT SHARED notice to the Secretary to the Joint Committee.

SERVICES (LGSS) JOINT COMMITTEE

The LGSS Joint Committee is established pursuant to an agreement
between Cambridgeshire County Council, Northamptonshire County
Council, and Milton Keynes Council. The Joint Committee's remit is to have
overall responsibility for the provision, to the Councils, of shared services
through the LGSS arrangements.

5. Each Council shall have three votes. These shall be exercised by the
nominated Members who are elected members of the Council. In
the absence of a Council’s nominated Member, a vote may be
exercised by the named substitute who is an elected member of the
Council.

6. Each Member of the Joint Committee shall serve upon the Joint
Committee for as long as he or she is appointed to the Joint
Committee by the relevant Council but a Member shall cease to be a
member of the Joint Committee if he or she ceases to be a Member
of the Council appointing him or her or if the relevant Council
removes him or her as a Member of the Joint Committee.

The constitution of the Joint Committee is set out below, and the specific
delegations to the Joint Committee and to the senior officers of the LGSS
management team are set out in a scheme of delegation contained in
Annex 'A".

Constitution of the Joint Committee

7. Any casual vacancies howsoever arising shall be filled by the Council

members of that Council) as its nominated Members of the Joint Secretary to the Joint Committee.

Committee. The Members appointed shall have full voting rights.

8. Meetings of the Joint Committee shall be held at the venue or venues

2. Each Council may nominate one or more substitute Members to .
as agreed by the Councils.

attend any meeting in place of an appointed Member from that
Council, subject to notification being given to the Secretary to the

Joint Committee before the start of the meeting. The Member 9. The appointment of a Chairman and a Vice Chairman shall be rotated
appointed as a substitute shall have full voting rights where the between the Councils annually from 1st August each year as set out
member for whom they are substituting does not attend. If a in the table below. The rotation process shall be repeated for
Council’s nominated Members attend a meeting of the Joint subsequent years. The Members appointed as Chairman and Vice
Committee, any named substitute may also attend as an observer Chairman shall remain in their respective appointed roles until the
but shall not be entitled to vote. first meeting taking place after the elapse of one year from their

appointment unless either such Member ceases to be a Member of

3. Each Member of the Joint Committee shall comply with the Code of the Joint Committee.

Conduct of their Council when acting as a Member of the Joint 2015-16 | 2018-17 | 201718 | 2018-18
Committee.

Joint Committee Chair CCC NCC MKC CCC

4. Each of the Councils may remove any of its nominated Members or Joint Committee Vice Chair NCC MKC CCC NCC
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10.

11.

12.

13.

14.

15.

16.

The Joint Committee shall meet at least once every three months
(quarterly) unless otherwise determined by the Joint Committee.

The Secretary to the Joint Committee may call additional meetings
by providing at least five clear days’ notice to Members of the Joint
Committee, for the purposes of resolving urgent matters arising
between the meetings of the Joint Committee. The Secretary to the
Joint Committee must call a meeting of the Joint Committee if at
least one Member of the Joint Committee from each Council
requests it or the Head of Paid Service of each Council requests it.

Meetings shall be notified to Members of the Joint Committee by
the Secretary to the Joint Committee.

The Secretary to the Joint Committee shall send electronically to all
members and relevant officers of each Council the agenda for each
meeting of the Joint Committee no later than five clear Business
Days before the date of the relevant meeting. The Secretary to the
Joint Committee shall send to all Members of the Joint Committee,
to the Political Group Leaders of each Council and relevant officers
of each Council, printed (or electronic if individually preferred)
copies of the agenda for each meeting of the Joint Committee no
later than five clear working days before the date of the relevant
meeting.

The Secretary to the Joint Committee shall arrange for written
minutes to be taken of each meeting of the Joint Committee and
shall present them to the Joint Committee at its next meeting for
approval as a correct record. If the Joint Committee confirms that
the minutes contain an accurate record of the previous meeting,
those minutes shall be signed by the Chairman or Vice-Chairman.

Meetings of the Joint Committee will commence at a time to be
agreed by the Joint Committee.

A meeting of the Joint Committee shall require a quorum of one
Member of each Council who are entitled to attend and vote. If
there is a quorum of members present but neither the Chairman
nor the Vice Chairman is present, the Members present shall

17.

18.

19.

21.

22.

designate one Member to preside as Chairman for that meeting.

Subject to the provisions of any enactment, all questions coming or
arising before the Joint Committee shall be decided by a majority of
the Council Members of the Joint Committee immediately present
and voting thereon. Subject to the provisions of any enactment, in
the case of an equality of votes the Chairman shall have a second or
casting vote but before exercising this, the Chairman shall consider
whether it is appropriate to defer the matter to the next meeting of
the Joint Committee.

Any Member of the Joint Committee may request the Joint
Committee to record the votes of individual Members of the Joint
Committee on a matter for decision.

A Member when speaking shall address the Chairman. If two or

more Members wish to speak, the Chairman shall call on one to

speak. While a Member is speaking other Members shall remain
silent.

A Member shall direct his/her speech to the question under
discussion or to a personal explanation or to a point of order.

Only one amendment to a proposal may be moved and discussed at
a time and no further amendment shall be moved until the
amendment under discussion has been disposed of, providing that
the Chairman may permit two or more amendments to be discussed
(but not voted on) together if circumstances suggest that this course
would facilitate the proper conduct of the Joint Committee’s
business.

If an amendment be lost, other amendments may be moved on the
original motion. If an amendment be carried, the motion as
amended shall take the place of the original motion and shall
become the motion upon which any further amendment may be
moved.
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23.

24,

241
24.2
24.3
24.4
24.5
24.6
24.7
24.8

24.9

25.

251

25.2

25.3

The order of business shall be indicated in the agenda for the
meeting.

When a motion is under debate by the Joint Committee no other
motion shall be moved except the following:

to amend the motion;

to adjourn the meeting;

to adjourn the debate;

to proceed to the next business;

that the question be now put;

that a Member be not further heard;

by the Chairman that a Member do leave the meeting;

a motion under Section 100(A)(4) of the Local Government Act 1972
to exclude the public;

to postpone consideration of the item.

A Member may move without comment at the conclusion of a
speech of another Member, “That the Committee proceed to the
next business”, “That the question be now put”, “That the debate
be now adjourned”, or “That the Committee do now adjourn”, on
the seconding of which the Chairman shall proceed as follows:

on a motion to proceed to next business; unless in his opinion the
matter before the meeting has been insufficiently discussed put to
the vote the motion to proceed to the next business

on a motion that the question be now put; unless in his opinion
the matter before the meeting has been insufficiently discussed he
shall first put to the vote the motion that the question be now put

on a motion to adjourn the debate or the meeting; if in his opinion
the matter before the meeting has not been sufficiently discussed
and cannot reasonably be sufficiently discussed on that occasion put
the adjournment motion to the vote.

254

26.

27.

28.1

28.2

28.3

28.4

The ruling of the Chairman shall not be open for discussion.

Any member of the Councils who is not a Member of the Joint
Committee is entitled to attend the Joint Committee but he/she
shall not be entitled to vote, shall not take part in the consideration
or discussion of any business, save by leave of the Chairman and
comments will be recorded only on the direction of the Chairman. A
Councillor who attends a meeting in this capacity will be entitled to
remain in the meeting when a resolution excluding the public is in
force.

Meetings of the Joint Committee will be open to the public except
to the extent that they are excluded under paragraph 29.

Members of the public wishing to address the Joint Committee (or a
subcommittee of the Joint Committee) on Part | reports contained
within the agenda for the meeting shall be given the opportunity to
do so subject to:

the opportunity being extended to one person to speak in support
of each agenda item and one person to speak against each agenda
item when called to do so by the Chairman;

an indication of the desire to speak on the agenda item being made
by the person just prior to the meeting and the name supplied to
the Committee Secretary in attendance (by means of the register),
the first person registering to have precedence in the event of more
than one person wishing to speak either for or against the agenda
item;

each person addressing the Joint Committee or subcommittee of
the Joint Committee being limited to three minutes’ speech;

an opportunity being provided for an expression of a contrary view,
even though no prior notice has been given, when a member of the
public has spoken for or against the item;
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28.5 in the event of the person having registered to speak on an agenda may be agreed from time to time between the Councils. The
item not wishing to take up their right to speak on the agenda item Councils shall make available committee officers to provide
because it was deferred, that person will automatically be given the administrative services at the meetings of the Joint Committee.

right to speak on the agenda item at the next meeting of the Joint
Committee or sub-committee of the Joint Committee; the Chairman 33
of the meeting having discretion to rule that a person wishing to )
address the meeting shall not be heard if, in his/her opinion, that

issue or the organisation or the person wishing to make

representation on that issue has received an adequate hearing.

The Lawyer to the Joint Committee shall provide legal advice and
support services to the Joint Committee on such terms as may be
agreed from time to time between the Councils.

34. The Finance Officer to the Joint Committee shall provide financial
support services to the Joint Committee on such terms as may be

29. The public may be excluded from a meeting of the Joint Committee agreed from time to time between the Councils.

during an item of business whenever it is likely, in view of the
nature of the business to be transacted or the nature of the
proceedings, that, if members of the public were present during
that item, confidential information as defined in section 100A(3) of
the Local Government Act 1972 or exempt information as defined in
section 100l of the Local Government Act 1972 would be disclosed
to them.

30. The Joint Committee may delegate a function to a Sub-Committee
or an officer.

31. Any contractual arrangements that relate to a Shared Service will be
undertaken by one of the Councils on behalf of the other Councils
and that Council will apply its own financial regulations and contract
procedure rules until such time as the Joint Committee adopts its
own financial regulations and contract procedure rules. The LGSS
Director of the relevant Shared Service that is incurring the
expenditure will normally determine which of the Councils’ financial
regulations and contract procedure rules will apply and in the event
of any dispute or uncertainty the matter should be referred to the
LGSS Managing Director for decision.

32. The Secretary to the Joint Committee shall provide governance and
secretarial support services to the Joint Committee on such terms as
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