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Managing director’s introduction

Foreword

| am delighted to introduce the LGSS 2017/18 Annual Report and Statement of Accounts which reflect
another challenging but successful year. Our teams have worked incredibly hard and enabled LGSS to meet
all of its customers savings and efficiencies targets, whilst at the same time meeting or exceeding the
overwhelming majority of Service Level commitments for each of our customers.

We remain extremely committed to working with our partner Councils and customers, delivering their
strategic objectives in what continues to be a very challenging Local Government and wider public sector
environment.

We have continued to develop and strengthen our capacity, skills and capabilities to effectively enable and
support our customer’s transformation programmes. Our new ERP Gold platform launched in April 2018
and will be the underpinning architecture for HR and Finance, replacing legacy Oracle and SAP systems and
delivering substantial savings to our partner Councils.

LGSS Revenues services has been recognised nationally and we were delighted that Horsham District
Council became the latest new customer for this service. LGSS Procurement services were finalists in 5
national awards catagories and continue to develop best practise approaches in procurement and LGSS HR
services received an independent Customer Service Excellence award and receives continuous excellent
feedback from our partners.

Looking forward and following substantial growth in the past 3 years, LGSS is engaging with partners on our
future Vision, Mission and Strategy. LGSS needs to consolidate, continue to improve and deliver efficient
and cost effective services for our partners. Whilst ERP Gold has launched, this is only the start of our
journey to ensure it is embedded and becomes a great commercial opportunity for the organisation and
partners.

| can confirm that 2018/19 will be challenging but we continue to be recognised as a national leader in
public shared services and we remain committed to delivering excellence.

Sarah Homer
Interim Managing Director
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LGSS is one of the largest public sector

shared services in the UK, owned by ;
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sector and emergency services. o) - IT operations s e z
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Founded in October 2010, LGSS is the result o e S OSEORTEE - Accounts payable g
’ 1] = Accounts receivable 6
of corporate business support services at % Z
CCC and NCC merging, enabling the creation .’3

of a single, shared service to provide
business support services to both Figure 1: The breadth and scope of LGSS services
organisations. In 2016, MKC joined as the

third partner council.

The growth that MKC brought to LGSS in terms of its size, geographical coverage and increased scope of
services, including the addition of major new service responsibilities such as Revenues & Benefits,
necessitated a new target operating model, building on and extending the principles of our successful
business partner model.

Under the new operating model, the chief finance officers of the three partner councils are members of the
LGSS management board and act as LGSS services commissioners, with joint accountability for LGSS
services and associated budgets for their authority.

Our vision during 2017/18 was to become ‘the most highly regarded public sector shared service and
business transformation partner of choice for the public sector’. To support the achievement of this vision,
we have two key strategic themes which underpin our business plan:

e to become the ‘partner of choice’ for public sector shared services
e to grow our business with like-minded customers within the East of England region

Our vision, mission and strategy set out within the LGSS Strategic Plan 2017/18-2021/22 are currently
under review.

“LGSS Democratic Services in Cambridgeshire are the jewel in the crown — very proactive —
excellent!”

Liz Robin, Director of Public Health, Peterborough and Cambridgeshire County Councils

Page | 4



Our business ethos

We pride ourselves on our business ethos ‘think like a customer, act like a tax payer’. We operate a not-for-
profit, joint risk and reward business model which enables 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.

Lingoin

Nottinghamshire.

Lincolnshire

Derbyshire

Norfolk Nogvich

Our core region

Cambridaeshire

LGSS growth is focused on the ‘LGSS
region” and within the wider public sector
which means we stay close to our partners
and customers and keep teams local,
enabling better joined-up working
relationships to be developed with each
customer, regardless of their location and
the sector they operate within.
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Figure 2: LGSS regional focus

“I receive consistently high levels of service and advice from LGSS HR advisers who
understand what | need to make informed decisions about my workforce.”

Sue Grace, Director — Corporate & Customer Services, Cambridgeshire County Council

2017/18 at a glance

Payroll and HR transactions services were independently recognised with a Customer Service Excellence
award for the second year running.

IT services developed a technical solution for single sign-on to the ERP Gold system from all LGSS partner IT
networks and deployed numerous hardware and software upgrades including 3,000 machine upgrades for
Cambridegshire County Council alone.
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We operated gross budgets of £76m in addition to managing budgets of £15.7m on behalf of our
customers.

Learning & Development became an official apprenticeship academy delivering apprenticeships and
qualifications internally and externally.

The Revenues and Benefits Joint Committee successfully formed. Horsham

District Council joined the partnership, delivering fundamental A
improvements to our shared service across Milton Keynes and Northampton,

recognised through the IRRV gold award for Revenues Team of the Year. A A
HR services improved 'employment essentials' by simplifying policy, A

developing and empowering line managers to deal with workplace concerns
(previously grievances) and under-performance.

Procurement named finalists in five categories for the 2017 Procurement
Government Opportunity Awards including Team of the Year and Best
Collaborative Procurement.

IT services rapidly and effectively responded to a global cyber attack in May
2017 which particularly affected NHS systems, earning commendation from
the Northamptonshire Health NHS Foundation Trust chief executive.

-

9 LGSS

ERP Gold, our enterprise resource planning system launched in April 2018,
facilitating cumulative savings of almost £10m over seven years for our
partners.

HR services facilitated approximately £800k in savings for Northamptonshire
County Council by implementing innovative recruitment solutions to reduce
agency social worker costs.

Revenues & Benefits won the IRRV Revenues Team of the Year award in 2017
and were finalists in the IRRV Excellence in Partnership Working category.

Opus LGSS joint venture recruitment agency launches across Cambridgeshire
and Northamptonshire, achieving financial savings of circa £500k against a
target of £167k, by reducing agency costs
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Customer satisfaction and performance framework

Central to our customer relationship management is our customer satisfaction and performance
framework which provides a holistic approach to feedback ranging from strategic executive interviews to
operational in-the-moment surveys.

It overlays key performance indicator data to ensure we maintain a rounded view of how our services are
performing. The key components of the framework are:

Annual user satisfaction survey

An online satisfaction survey for all users is undertaken in
September each year to provide customers the ability to rate
the operational day-to-day’ performance of LGSS services

Annual

during the previous 12 month period. S o0 CEO Strategic
T Executive
Interview
Executive interview Service
. . . . . . Improvement
A face-to-face interview is held annually with the chief executive Planning

and other senior leaders of each customer organisation to
explore themes such as the strategic relationship, value for
money, customer priorities, and governance arrangements.

Service feedback forms

Customers are invited to rate their experience of each . o

. . . Figure 3: key components of the customer satisfaction
transactional or professional service they use to measure and performance framework
satisfaction ‘in the moment’.

Comments, compliments and complaints
Comments, compliments and complaints enable our customers to provide us with feedback at any time. If
we receive a complaint, we commit to provide a response within 10 working days.

Customer issue log

Customers can report contractual and performance issues at any time. Our Customer Engagement team
facilitate resolution, ensuring all issues are registered and monitored and that customers are kept informed
within an agreed timescale.

Service improvement plans

Annual service improvement plans are developed for each customer in response to the annual review of
the consolidated framework. Progress against delivery of service improvement plans is tracked throughout
the year and reported to customers in accordance with the relevant customer contractual agreements.

Performance management

Service performance is measured using a suite of key performance indicators, agreed in collaboration with
each customer. Service delivery performance is reported to each customer in accordance with the relevant
customer contractual agreements. A set of overarching corporate performance indicators is being
developed as part of the review of the target operating model and strategic plan.
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We provide services to a wide range of customers across local government, health and social care,
education, housing and emergency service sectors, including:

Cambridgeshire

AAA County Council

Firs{ for
Qellbe(n?

LGSS ’[\K RTHAMPTON
Law vt Rilsa keynes cosnl OUGH COUNCIL

N ASS ‘ " " 3 b v_"_’l""‘ Northamptonshire Healthcare 1153
wR) e 10 Foundation Trat

Nene Clinical Commissioning Group
~ Northamptonshire
Adult Social Services

‘ T2 NORWICH Schools and
ﬁ O W o Acodenies

“The LGSS Finance team in Norwich brings rigour around business cases and project
management. | couldn’t ask for more from the individuals | deal with.”

Laura McGillivray, Chief Executive, Norwich City Council

Business transformation and innovation are crucial elements of our strategic plan. We will identify and
assess commonality between customers and partners to integrate, streamline, standardise and share best
practice to support frontline services to deliver better, more cost effective outcomes.

We have a wide range of programmes in place to improve service delivery and meet the changing needs of
our partners and customers. Some of the key developments are detailed below:
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Workforce transformation - Smarter Business Programmes

The delivery of ‘smarter business’ principles across partners is crucial if they are to fully embrace flexible
working. The vision is to create:

e amore flexible approach to how, when and where work is done

e amore flexible, mobile and productive workforce who are IT confident and capable

e office environments and IT infrastructure and resources suitable for more flexible and mobile
working

e adigital first approach which makes information more accessible offline and reduces the need for
paper documents, duplicate entry and unnecessary bureaucracy

Digital services

Our Digital team continues to grow and spread the benefits of a user-centred design approach to innovate
in public sector service delivery. The team delivered 30 projects during 17/18, highlights include:

e end-to-end redesign of the concessionary bus pass process for CCC

e Octigo — a wellbeing assessment and case management solution for Northamptonshire-based First
for Wellbeing which has been commercially re-sold to Derbyshire County Council

e notification of care concerns solution for CCC

e anew mileage and expenses claim system for LGSS

e establishing a footprint for the use of chatbots and artificial intelligence in services and successfully
supported a bid for government funding for MKC

The team also worked on some exciting initiatives for NCC during 2017/18 which are scheduled to go live in
early 2018/19.

These are a registrations front and back office solution and a mini customer relationship management
(CRM) system built in low code technology, enabling NCC to retire its expensive legacy CRM.

All digital solutions are built with reusability in mind, so each application that gets built is ‘paid forward’ for
other customers to re-use. The team has honed its working practices in project delivery and support and
has articulated a shared technology platform, entering into single contracts that enable the building and
commercialisation of digital services on a ‘more you use, less you pay’ basis.

ERP solution

One of the key system developments is the design, build and implementation of our next generation ERP
solution, ERP Gold.

A shared service ERP system developed in partnership with Unit4 Business World, ERP Gold is designed
around the principles of simplification, standardisation, automation and self-service.
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It will become a key service offer, bringing potential customers both quantitative and qualitative benefits
including:

e enabling convergence to shared and common processes and procedures and greater use of self-
service

e single instance of the system on shared infrastructure in the LGSS data centres/private cloud with
each organisation having their own separate ‘client’, a copy of the system, to ensure full data
separation and security

e shared service licence model with significant economies of scale and flexibility, with integration
and interfaces to partner line of business systems through ‘BizTalk’ middleware technology

o full functionality across finance, purchasing, fixed assets, HR, payroll and management information

e full functional management and support from our Business Systems team and a joint development
roadmap, maintaining the design principles with a single design authority

Enabling integrated Health and Care IT systems and services

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

An IT and systems strategy for health customers is being developed which will enable us to create a health
and care systems centre of excellence.

Pensions system upgrade

Our Pensions service migrated to the Altair payroll system in 2016/17, which is fully integrated with the
existing pensions administration system. We now offer a modern payroll and administration solution
delivered from a scalable shared systems platform, ideal for exploring future partner and customer
opportunities.

Procurement

We offer a complete procurement solution for public and not-for-profit organisations to deliver improved
value for money and better outcomes. We can develop and implement the optimal strategic sourcing,
procurement and commissioning approaches, supported by a suite of excellent e-procurement tools that
enable us to provide direct benefits to our customers. We have dedicated procurement teams for health,
care and education; highways, transport and waste; building, property and maintenance; and commercial
necessities.
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Revenues & Benefits

We remain one of the largest revenues and benefits services in the country, recovering £450m annually in
council tax and business rates on behalf of MKC and Northampton Borough Council (NBC), as well as
supporting service delivery with our partners Northamptonshire Partnership Homes and Wycombe District
Council.

Our LGSS Revenues and Benefits Joint Committee welcomed Horsham District Council as a partner at the
start of 18/19, of which will provide further efficiencies through scale and service improvements to our
shared service delivery model.

Building success recognised through winning the IRRV Revenues Team of the Year award and being finalist
for the IRRV Excellence in Partnership Working category, the service will continue a dedicated approach in
workforce development, IT transformation and continuous service improvement.

Opus LGSS recruitment agency

Opus LGSS People Solutions Ltd, an innovative shared recruitment agency was launched in 2017. This joint
venture established with Suffolk County Council and LGSS on behalf of CCC and NCC will provide agency
and interim staff to our partner councils and for the wider public sector across our region. The benefits
include greater cost-effectiveness and giving partners a greater level of control over the quality of agency
resources.

Language services

We deliver professional and confidential translation and interpretation services to over 100 organisations
across the education, health and social care sectors. We will continue to grow and develop our language
services offer, with the aim of becoming the largest language services provider in the eastern region.

Schools and academies

We provide business support services to over 500 schools and academies in Cambridgeshire, Milton Keynes
and Northamptonshire, including finance, HR advisory and policy, payroll and HR transactions,
procurement and insurance. In addition, we offer ‘pay as you go’ services such as continuing professional
development, legal services, internal audit and risk management and will continue to develop our services
for schools.

“The approach means that all the partner councils and LGSS customers benefit from
combined experience, shared expertise, increased resilience and economies of scale.”

Michael Bracey, Corporate Director — People, Milton Keynes Council
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LGSS Statement of Accounts 2017-18

Narrative Statement

This Annual Report presents the financial statements for LGSS for the period 1 April 2017 to 31 March 2018 and
gives a comprehensive summary of the overall financial position of LGSS.

2017-18 Financial Outturn — LGSS

Transfer

Full Year from Full Year

LGSS Operational Service Area Budget Reserves Variance
£000 £000 £000

Finance Services 14,297 (255) 186
Human Resources 8,554 (114) (183)
Business Services, Systems & Change 14,690 (400) (251)
Information Technology Services 15,906 0 109
LGSS Law & Governance 1,453 0 (84)
Managing Director & Support 282 (183) 103

Total LGSS Services 55,182 (952) (120)

Trading Account 1 (18,697) (39) 348

Total LGSS Operational 36,485 (991) 228

The overall financial performance for LGSS in 2017-18 was a deficit of £228k, which represents less than 0.4% of the
Full Year Budget. This is the first year in LGSS’s seven year history that there has been an overspend, with the
overspend being due to a shortfall on the anticipated income from Northamptonshire and Cambridgeshire County
Councils relating to the non payment of a dividend by LGSS Law. This issue negatively impacted the variance by
£388k. For future years any dividend will remain with the shareholding authorities.

Without this income shortfall the LGSS position would have been an underspend of £160k. This has been achieved
in spite of significant challenges including savings targets of nearly £2.8m and the delayed go-live of a combined ERP
system across the three partner organisations which has resulted in some savings targets being delivered later than
initially planned.

The main variances from budget are explained below:

e The Finance Services Directorate overspent by £186k largely as a result of redundancy and pension strain
costs incurred in audit, professional finance and financial operations as part of the delivery of savings to
base budgets for the future.

e The Human Resources Directorate underspent by £183k largely due to: underspends in the Policy and
Strategy and Business Partner teams due to vacancies and higher levels of recovery of costs than
anticipated; and in Learning and Development due to higher levels of grant being utilised than expected.

e The Business Services, Systems & Change Directorate underspent by £251k largely due to: vacancies being
held within procurement to meet planned future savings targets; vacancies within the insurance team and
an additional unanticipated recovery of costs from a contract; and vacancies within the Business
Development team.

e The transfers from reserves in Finance Services, Human Resources and Business Services, Systems & Change
were to offset delayed savings due to the revised implementation date of the new ERP system.

e The Information Technology Directorate overspent by £109k largely due to pressures in the Cambridgeshire
County Council operational IT budgets and within the LGSS wide Service Delivery team, offset by savings

within the Digital Services team.
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e The LGSS Law and Governance service area includes democratic services for the partner authorities and the
corporate legal budget for Cambridgeshire County Council. The area underspent in 2017/18 within the
Democratic services teams. LGSS Law costs are no longer reported in this service area due to LGSS Law being
a separate entity.

e The Managing Director & Support service line consists of the Managing Director costs and the PA support to
all LGSS Directors plus other central LGSS charges. The overspend on this service line is largely due to a
delayed saving with regard to hosting of the new pensions payroll system which will now be delivered in
2018-19. There were also overspends on external audit fees for the LGSS accounts which had not been
budgeted for and costs of the Managing Director of LGSS.

Reserves

LGSS does not seek to hold reserves as a contingency for unforeseen circumstances. Instead, reserves are held to invest
in service improvement to continually improve the services delivered, facilitating better outcomes for the LGSS Partners
and LGSS its customers. The table below shows how the levels of reserves have changed since LGSS became operational
as a Joint Committee

2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18

Outturn Outturn Outturn Outturn Outturn Outturn Outturn
0000) £000 b 30(00) 0(00) 0(00) 0000)

Brought Forward (1 April) 0 1,489 3,289 2,893 2,005 2,025 1,415
Reinvestment 0 (604) (2,402) (2,091) (2,005) (2,025) (1,187)
Repayment to Norwich City Council 0 0 (184) 0 0 0 0
Distribution of prior year dividend 0 0 (700) (700) 0 0 0
Actual Surplus/(Deficit) 1,489 2,404 2,009 652 204 690 (228)
Balance at 31 March 1,489 3,289 2,012 754 204 690 0
Planned Reinvestment 0 0 881 1,251 1,821 725 727

LGSS Reserves at 31 March 1,489 3,289 2,893 2,005 2,025 1,415

In 2017-18, reserves of £1.4m were utilised, of which the majority were to support the delivery of future
efficiencies. In addition over £700k was set aside for use in future years. The £228k outturn variance will not
be funded by reserves, in line with the agreement with each partner. The remaining reserves are expected to
fund a significant investment into the Revenue and Benefits Service (£592k).

Use of Reserves in Year

Allocation of
2016-17 LGSS Reserves Addition to 2017-18 2017-18 Carry
Reserves Drawn Down EEES Deficit Forward
£000 £000 £000

Reinvestmentin Services (1,376)
Smoothing (39)
Contingency/Other 0
Total LGSS Reserves
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Independent auditor’s report to the members of LGSS

Left blank to insert auditor’s report
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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 30" August 2018.

Councillor Rob Middleton
Chairman of the LGSS Joint Committee
Date: 30th August 2018

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 2018 and its income and expenditure for the

year ended 31 March 2018, and authorise the accounts for issue.

Matt Bowmer
LGSS Director of Finance
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The Core Financial Statements

The Core Financial Statements are set out in this Section, and are prepared under the appropriate accounting
standards. For LGSS these are the Chartered Institute of Public Finance and Accountancy (CIPFA) Code of Practice on
Local Authority Accounting 2017-18, which are based on International Financial Reporting Standards (IFRS). This is in
line with the preparation of the annual accounts for all shareholding authorities. 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 (CIES)
2016-17 2016-17 2016-17 2017-18 2017-18 2017-18
Gross Gross Net Gross Gross Net
Exp Income Exp Exp Income Exp
£000 £000 £000 £000 £000 £000
130 734 864  Trading Account 1,754 (1,715) 39
19,459 (19,569)  (110)  Finance Services 21,712 (21,457) 255
10,979 (11,315) (336) Human Resources 13,522 (13,408) 114
18,404 (18,507) (103) Business Services, Systems & Change 17,114 (16,714) 400
22,391 (22,452) (61) Information Technology Services 20,003 (20,003) 0
2,108 (2,160) (52) LGSS Law & Governance 1,609 (1,609) 0
623 (494) 129  Managing Director & Support 292 (412) (120)
74,096 (73,765) 331  (Surplus) / Deficit on Provision of Services 76,005 (75,317) 688
0 0 0 Other Comprehensive Income and Expenditure 0 0 0
74,096 (73,765) 331 Total Comprehensive Income and Expenditure 76,005 (75,317) 688

This statement shows the cost of providing LGSS services reporting the gross expenditure, gross income and the net
expenditure by service area. The £688k deficit has been produced in line with the code, and the difference between
the £228k deficit report to management team in May 2018 is shown below.

Total LGSS Operational (Surplus)/Deficit
Funded by Partners

Reserves Drawn Down
Contingency Added to Reserve
Total CIES (Surplus)/Deficit
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Balance Sheet

31-Mar-17 31-Mar-18
LGSS LGSS
£000 £000
0 Non Current Assets 0
9,629 Short Term Debtors (Note 4) 11,533
0 Cash and Cash Equivalents 0
9,629 Current Assets 11,533
(2,334) Short Term Creditors (Note 5) (7,067)
(221) Provisions (Note 6) 0
(5,658) Cash and Cash Equivalents (8,720)
(8,214) Current Liabilities (15,788)

0 Long Term Creditors

0 Non Current Liabilities

1,415 Net Assets - 4,255
1,415 Usable Reserves (Note 7) 727

0 Unusable Reserves 0
1,415 Total Reserves 727

This statement presents the value of the assets and liabilities recognised by LGSS as at 31 March 2018.

The Balance Sheet therefore represents debtors, creditors and cash as a result of the activities carried out by
LGSS. There are net assets of £727k attributable to LGSS as at 31 March 2018.

The value of non-current assets of £nil shows that LGSS does not known any Assets. Assets used by LGSS to
deliver services are owned by the respective partner authorities.
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Movement in Reserves Statement

This statement shows the movement in the year on the different reserves held by LGSS. All reserves held
by LGSS at the 31 March 2017 and 31 March 2018 are useable reserves.

LGSS
Reserve
£000
Balance at 31-Mar-16 2,025
Movement in 2016-17:
Surplus/(Deficit) on the provision of services (610)
Other Comprehensive Income and Expenditure 0
Total comprehensive income and expenditure (610)
Increase/(decrease) in 2016-17 (610)
Balance at 31-Mar-17 1,415
Movementin 2017-18:
Surplus/(Deficit) on the provision of services (688)
Other Comprehensive Income and Expenditure 0
Total comprehensive income and expenditure (688)
Increase/(decrease) in 2017-18 (688)
Balance at 31-Mar-18 727

There has been a decrease of £688k in the LGSS Operational Reserve during the period. The LGSS
Operational Reserve is the reserve that is used to hold accumulated surplus/deficits on the provision of
services, and to release funding back in to the service as reinvestment to support service innovation to
improve service quality and efficiency in the LGSS Service offer.
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Cashflow Statement

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.

2016-17 2017-18
LGSS LGSS
£000 £000
(610) Net surplus/(deficit) on the provision of services (688)

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

(2,552) (Increase) / Decrease in debtors (1,904)
(1,834) Increase / (Decrease) in creditors 4,733
0 Increase / (Decrease) in provisions (221)
(4,386) 2,608
(4,996) Net increase or (decrease) in cash and cash equivalents 1,920
(661) Cash and cash equivalents at the beginning of the reporting period (5,658)
(5,658) Cash and cash equivalents at the end of the reporting period (8,720)

Cash and cash equivalents for LGSS have decreased during the period by £3,062k. Cash is held within the
bank accounts of the three shareholding Councils and therefore LGSS does not have a separate cash
balance meaning that the cash figure in this statement is notional being derived from other figures in the
Balance Sheet and CIES.
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Notes to the Accounts

1. Accounting Policies

1.1 General Principles
The Statement of Accounts summarises LGSS’s
financial position for the year ended 31 March 2018.
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 2017-18 (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
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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.

1.4 Detailed Accounting Policies
1.4.1 Cash and Cash Equivalents
Cash is represented by cash in hand, which is held by
the core councils, 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
provisions 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
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
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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 (LGPS) 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 a host authority, the
net pensions liability/asset is shown within the
host authority’s Statement of Accounts.
Therefore no pensions liability or asset are
recognised on the LGSS balance sheet.

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 partner 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 LGPS.

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.

Expenditure Funding Analysis — The LGSS
Accounts do not include an Expenditure Funding
Analysis, instead Note 8 provides a breakdown of
the key expenditure types (Employee Costs, and
Third Party Payments) reflecting LGSS’ position
as a service organisation, rather than a local
authority. The aim of this policy is to ensure that
the LGSS Accounts only include relevant
disclosure

2. Accounting standards that have been issued but have not yet been adopted

The Code requires the disclosure of information relating to the expected impact of an accounting change
that will be required by a new standard that has been issued but not yet adopted. The standards that may
be relevant for additional disclosures that will be required in the 2017/18 and 2018/19 financial
statements in respect of accounting changes that are introduced in the 2018/19 Code are:

e |FRS 9 Financial Instruments

e |FRS 15 Revenue from Contracts with Customers including amendments to IFRS 15 Clarifications to

IFRS 15 Revenue from Contracts with Customers

e amendments to IAS 12 Income Taxes: Recognition of Deferred Tax Assets for Unrealised Losses
e amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative.
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Whilst the standards above will be applicable to LGSS, they are not likely to have a material impact on the

accounts.

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
service lines that operate within LGSS

IAS19 / Pensions liabilities — As LGSS is not a
separate legal entity staff are formally employed
by any of the three partner authorities, Milton
Keynes Council, 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 and expenditure
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.

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 be
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 the partners and
third parties. There are also managed budgets
which LGSS administers on behalf of the partner
organisations for which LGSS receives no benefit.
Activity related to these managed budgets are
included within the relevant organisation’s
statutory accounts and consequently are not
included within the LGSS accounts.
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4 Debtors and Payments in Advance

2016-17 2017-18
LGSS LGSS
£000 £000

0 Central Government Bodies 4
4,493 Other Local Authorities 7,350
49 NHS Bodies 71
5,087 Other Entities and Individuals 4,108
9,629 Total Short Term Debtors 11,533

The short term debtors figure for Other Entities and Individuals is comprised of £1.4m of transactions with
LGSS Law including service level agreements and recharges for staffing costs. £0.9m comes from payments
made in advance to a number of suppliers for services such as licensing and support contracts. The
remaining balance is made up from many customers, including schools, with outstanding debts at year end.

The Other Local Authorities figure contains £4.2m relating to trading with Northampton Borough Council
and £2.4m relating to the Cambridgeshire Pension Fund.

5 Short Term Creditors and Receipts in Advance

2016-17 2017-18
LGSS LGSS
£000 £000

(2) Central Government Bodies (68)
(234) Other Local Authorities (3,083)
(32) NHS Bodies (1,210)
(2,066) Other Entities and Individuals (2,706)
(2,334) Total Short Term Creditors (7,067)

The Other Local Authorities figure contains £1.9m of Pensions Operation costs and £677k relating to
trading with Northampton Borough Council.

The NHS Bodies amount contains £1m of income received in advance for goods and services which will be
delivered in 2018-19.

The majority of the £2.7m Other Entities and Individuals balance is from outstanding invoices at year end
relating to a number of suppliers including communications providers, software licensing, systems support
and agency staff providers. The remaining balance comes from payments made to the organisation in
advance of the goods or services being rendered.
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6 Provisions

2015-16
LGSS
£000

(286) Opening Provision

65 Provision Utilised in Year

2016-17
LGSS
£000
(221)

221

(221) closing Provision

LGSS has a provision for the potential redundancies that are required in order to deliver the required

savings in relation to the contracts that it operates. In the 2017-18 financial year, this was released as it no

longer met the definition of a provision

7 Transfers to/from Earmarked Reserves

Opening Closing

Balance Transfers to Transfers from Balance

April 2016 Reserve Reserve March 2017

£000 £000 £000 £000

LGSS Operational Reserve 2,025 969 (1,579) 1,415
Total LGSS Reserves 2,025 969 (1,579) 1,415
Opening Closing

Balance Transfers to Transfers from Balance

April 2017 Reserve Reserve March 20178

£000 £000 £000 £000

LGSS Operational Reserve 1,415 727 (1,415) 727
Total LGSS Reserves 1,415 727 (1,415) 727
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8 Expenditure & Income Analysed by Nature

2016-17 2017-18
£000 Expenditure/Income £000
59,977 Employee Benefits Expenses 59,366
18,357 Third Party Payments 16,640
78,334 Total Expenditure 76,005
Income

(77,724) Fees,Charges and Other Service Income (75,317)
(77,724) Total Income (75,317)

The expenditure and income note analysed by nature outline the type of expenditure incurred by LGSS. It
breaks down the income and expenditure by expenditure/income category rather than service area.

As is to be expected for a service led organisation, 80% of the LGSS expenditure relates to employee costs,
with the remainder relating to payments to external entities for goods and services.
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9 Officers Remuneration

Post holder information

MNotes

Senior Employees of the Current LGSS Management Board

2017-18 1,2 152

LGS5 Managing Director - ] Kane

2016-17

i F : 2017-18

LGSS Director of Finance Services 01617
LGSS Director of IT Services 2017-18
2016-17

LGSS Director of Business Services, Systems 2017-18
& Change 2016-17
LGSS Director of Human Resources 2017-18
2016-17

Sub-Total 2017-18
Sub-Total 2016-17

135
117
117
116
115
122
49
115
79
622
433

Senior Employees remunerated externally

2017-18
2016-17

LG5S Director of Law and Governance

Sub-Total 2017-18
Sub-Total 2016-17

Notes to Senior Officers Remuneration Note

5

622
4395

2 b3 22

3 17
3 1 19
3 1 15
8 2 20
11 3 16
3 1 20

1 B
3 3 22
23 3 12
17 9 63 103
37 11 EE
17 9 103
37 11 EE

Total Remuneration

ncluding pension

239
155

136
146
145

56
143
117
214
E03

814
6059

contribution
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£000 £000 £000 £000 £000£000 £000

1. The Interim LGSS Managing Director post has been filled by an interim since 12 February at a

cost of £41,480

2. The LGSS Managing Director left the organisation on 31 March 2018. Compensation for loss of

office comprised of £30,400 compromise agreement and £32,500 pay in lieu of notice

3. The LGSS Director of Business Services, Systems & Change started mid 2016-17. The prior year
comparatives are for the 5 months to 31 March 2017
4. The LGSS Head of Human Resources post was formally re-evaluated to LGSS Director of Human

Resources post from 01 October 2016. The prior year comparatives reflect this change

5. The LGSS Director of Law and Governance post reports to the LGSS Law Shareholder Board and
the employment contract is with LGSS Law Limited. However the post meets the requirements for

disclosure within this note because during 2017-18 the post holder reported directly to the LGSS
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MD and was paid above the reporting threshold. This management arrangement has been
changed for the 2018-19 financial year with the post reporting only to the LGSS Law Shareholder
Board. During 2017-18 the post was paid £134,850 including oncosts through LGSS Law Limited
(£131,918 for 2016-17).

The below table excludes the senior employees who are detailed separately on the previous page, and
the prior year figures have been restated to make them comparable on this basis. The cost band
encompasses salary, redundancy and termination payments.

2016-17 2017-18
LGSS Cost band LGSS

24 £50,000 - £54,999
£55,000 - £59,999
£60,000 - £64,999
£65,000 - £69,999
£70,000 - £74,999
£75,000 - £79,999
£80,000 - £84,999
£85,000 - £89,999
£90,000 - £94,999
£95,000 - £99,999
£100,000 - £104,999
£110,000 - £114,999
£120,000 - £124,999
£125,000 - £129,999
£130,000 - £134,999

£215,000 - £219,999
Total

=
=
N
IS8

P O O P P N O W +r»r O B P 0 ©
O P P O O O N B NN P WN 0 O©

2]
00
=2
D



10 Termination Benefits

Total number of Total cost of exit Exit package cost band Total Number of Total cost of exit

exit packages by packages in each (including special exit packages by packages in each

cost band band payments) cost band band

2016-17 2016-17 2017-18 2017-18

LGSS LGSS LGSS LGSS

£000 £000

14 112 £0-£20,000 9 89

1 22 £20,001 - £40,000 2 65

2 88 £40,001 — £60,000 1 60

1 65 £60,001 — £80,000 1 63

0 0 £80,001 — £100,000 1 88

0 0 £100,001 — £150,000 0 0

1 151 £150,001 - £200,000 0 0

0 0 £200,001 — £250,000 0 0

1 260 £250,001 - £300,000 0 0

20 698 Total.cost included in 14 365
bandings

Exit packages within the Termination Benefits table include redundancy payments, pensions strain and
compromise agreements where applicable.



11 Transactions with Related Parties

LGSS’s related parties are the shareholding authorities (Milton Keynes Council, Northamptonshire County
Council and Cambridgeshire County Council), and also LGSS Law who share senior manager personnel with
LGSS.

LGSS Law Limited

LGSS Law Limited is a provider of legal services, owned by Central Bedfordshire Council, Northamptonshire
County Council and Cambridgeshire County Council. It receives support services from LGSS, and also
provides legal services to LGSS. During the 2017/18 financial year, LGSS provided services to the value of
£598k (16/17 £848k) to LGSS Law, and at the 315t March 2018 the amount owed to LGSS Law by LGSS
totalled £377k (16/17 £194k).

Opus LGSS People Solutions

Opus LGSS People Solutions is a joint venture owned by Opus People Solutions Ltd and two of the LGSS
Partner organisations, Northamptonshire and Cambridgeshire County Councils who both have
shareholdings of 20% each. Opus LGSS People Solutions recruits temporary and interim workers, allowing
the County Councils and LGSS to reduce their overall agency cost for its temporary staffing needs as well as
have greater influence over the quality and pay of agency workers. LGSS currently has two shareholder
representatives on the Opus LGSS People Solutions Board, both are Northamptonshire County Council
employees, the Director of Business Services, Systems and Change and the Head of Procurement.

Partner Authorities

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

2016-17 2017-18
Budget Budget
Allocated Allocated
£000 £000
8,865 Cambridgeshire County Council 9,248
11,634 Northamptonshire County Council 12,136
11,345 Milton Keynes Council 15,101
31,844 Total Budget Allocated 36,485
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No cash transactions take place and therefore there were no amounts outstanding on the 315t March 2018

12 Events after the Balance Sheet Date

The CIPFA code states that events that have occurred between the year-end and the date that the Statement of
Accounts are issued that might have a bearing upon the financial results of the past year and the financial
position presented in the Balance Sheet should be disclosed within the Notes to the Accounts.

As at the time of the draft accounts being issued, no such events have been identified.

13 External Audit Costs

2016-17 2017-18
LGSS LGSS
£000 £000

KPMG LLP - audit services carried out by the
22 appointed auditor 22
22 KPMG LLP - Audit Work relating to 2014/15 0
22 Total External Audit Costs 22

14 Pension Schemes accounted for as defined contribution schemes

LGSS staff are formally employed by either Northamptonshire County Council, Cambridgeshire County
Council or Milton Keynes Council and are therefore 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 2017-18 and 2016-17 are included within the table
below.
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2016-17 2016-17 2017-18 2017-18

% £m % fm
21.7 2.3 Cambridgeshire County Council 21.7 2.3
12.8 2.5 Northamptonshire County Council 12.8 2.5
17.9 1.2 Milton Keynes Council 17.9 1.2

6.0 Total 6.0

Note 1 — CCC and MKC apply a pension contribution rate that covers the deficit repayment for the scheme and future liabilities.

NCC apply a pension contribution rate that covers the future liabilities of the scheme with a separate budget held corporately for
the deficit repayment for the scheme.

35



L GSS Annual Governance
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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 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 Joint Committee operates to NCC’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 meets the
requirements of regulation 6 of the Accounts and Audit Regulations 2015 in relation to the publication of
an annual governance statement.

2. The purpose of the governance framework

The governance framework comprises the systems, processes, culture and values by which LGSS is
directed, controlled and held accountable. 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 plans and priorities and can therefore only
provide reasonable assurance of effectiveness.

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

e identify and prioritise the risks to the achievement of LGSS plans and priorities
e evaluate the likelihood of those risks occurring

e evaluate the impact should they occur

e manage the risks efficiently, effectively and economically

The LGSS strategic plan delivers these points as part of the annual cycle. For much of 2017-18, Revenues &
Benefits service provision fell under the control of the LGSS Joint Committee, but a new LGSS Revenues &
Benefits Joint Committee was established in February 2018, taking over responsibility for Revenues &
Benefits services.

The governance framework reflects the position with the new committee in place and this remains the
position up to the date of approval of the annual report and statement of accounts.

37



Strategic
responsibilities

&l
»> <+

Operational
responsibilities

<
<

Head of Customer Engagement, Business Development & Change
Claire Townrow

During much of 2017-18 the line management of the executive director of LGSS Law was provided by the
LGSS managing director, who was also a non-executive director of LGSS Law.

The governance arrangements for LGSS Law have subsequently changed, formally reflecting that LGSS Law
operates as an ‘alternative delivery vehicle’ outside of LGSS. The LGSS managing director has no
management responsibility for LGSS Law, which now falls fully within the remit of the LGSS shareholder
board and the non-executive directors appointed by the shareholder councils.

I 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 LGSS Joint Committee and the LGSS Joint Overview & Scrutiny Working Group both comprise nine
members appointed by each of the three partner councils on a four yearly basis — three each from CCC,
MKC and NCC.

The Joint Committee has an agreed constitution which sets out how it operates and how decisions are
made. The Joint Overview & Scrutiny Working Group operates within an agreed terms of reference.
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The scheme of delegation in LGSS is based upon the delegations operating in the three partner councils.
Members and officers comply with the code of conduct of their respective council.

LGSS operates to the policies and procedures in place in each of the partner councils to ensure that, as far
as possible, its elected members and officers understand their respective responsibilities. New members
and officers receive an induction and training on key policies and procedures as these are developed within
each of the partner councils.

All LGSS directors and heads of service have responsibility for maintaining a sound system of internal
control within their area of responsibility.

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.

A standards committee is in place in each partner council to review any complaints regarding councillors,
including Joint Committee and Joint Overview & Scrutiny Working group members, and to promote high
standards of conduct and observance of the member codes of conduct (CCC, MKC 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 partner council has anti-fraud and corruption, whistle-blowing and money laundering policies in place
which also apply to LGSS.

3.3 Decision making, scrutiny and risk management

Good governance means that risk is robustly assessed and managed, and that decision making is
informed, transparent and effectively scrutinised. The operating model review currently being
undertaken is testing the robustness of the existing processes and will make recommendations
accordingly.

The Joint Committee takes executive decisions in accordance with its constitution.

The three partner 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 partner council. LGSS Internal Audit operates in accordance with the Public
Sector Internal Audit Standard.

The Internal Audit team plans and prioritises its work using a risk based auditing approach, seeking to
programme work based on risk, strength of control and materiality. Reports, including an assessment of
the adequacy of controls and action plans to address weaknesses, are submitted to LGSS directors and the
audit committees of the partner councils.

LGSS complies with agreed risk management processes for all three partner councils, underpinned by an
approved LGSS risk management policy and procedures. LGSS maintains a strategic risk register and
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directorate risk registers which are required to be subject to regular formal review as outlined within the
LGSS risk management policy.

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 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

Good governance means engaging stakeholders to ensure LGSS delivers services which meet the needs of
its customers and partner councils. LGSS operates to service level agreements and has a number of
mechanisms for customer engagement.

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

Good governance means developing and clearly communicating LGSS plans and priorities to its key
stakeholders. LGSS undertakes an annual business and service planning process which takes account of the
requirements of the partners and customers. LGSS is an integral part of the medium term financial
planning processes of CCC, MKC and NCC to support the delivery of their business plans and reduction of
costs against their priorities.

The Customer Engagement, Business Development & Change function coordinates the LGSS performance
management framework to evidence the delivery of each of the LGSS services, including:

e delivery of the LGSS customer satisfaction framework

e creation, monitoring and management of service improvement plans with quarterly reporting to
customer senior management teams

e customer engagement and relationship management with existing customers including customer
contract management

e business intelligence including key performance indicator reporting and trend analysis

e LGSS communications and marketing

e business development and initial engagement with potential new customers

4. Review of effectiveness

The operating model review currently being undertaken is testing the robustness of the existing processes
and will make recommendations accordingly.
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Internal Audit and Risk Management staff have undertaken a basic compliance review to ensure that key
aspects of the LGSS governance framework have been applied during 2017/18. The key evidence to
support the review of effectiveness is outlined in this statement.

4.1 Planning

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

LGSS has a five year strategic plan (2017/18 -2020/21) which details the mission, values, strategy and goals,
along with objectives for each directorate which align with the financial plans and business trading targets
of the partner councils.

The financial element of the plan (2018-19 budget) was approved by the Joint Committee on 28 March
2018. However, the wider strategy itself is currently under review and will be informed by the
comprehensive review of the LGSS operating model.

4.2 LGSS Joint Committee

The Joint Committee is responsible for key decisions, meeting 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 2017/18, formal Joint Committee meetings were held on these dates:

1 June 2017

28 September 2017
24 November 2017
28 March 2018

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 Joint Committee. Each council has three votes.

The chairperson of the Joint Committee is rotated on an annual cycle between each partner council.
Meetings of the Joint Committee must be quorate with two members of each council being present. If
there is 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.
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4.3 LGSS Revenues and Benefits Joint Committee

Revenues & Benefits moved away from the LGSS board arrangement at the end of 2017/18 when the LGSS
Revenues & Benefits Joint Committee was formed.

The high level governance of the LGSS Revenues and Benefits Joint Committee is:

e the committee has three councillors (1 NBC, 1 MKC, 1 LGSS Joint Committee)

e to be quorate the meeting will need attendance from one councillor from each organisation
e voting will be by simple majority

e there will be a minimum of three meetings per year

e the management support for the committee will be delivered by LGSS services

The role of the Revenues & Benefits Joint committee will be to set the direction and vision for the shared
service, agree financial, service delivery and business growth plans and review performance and change
programmes.

4.4 Overview and scrutiny

Overview and scrutiny of LGSS is undertaken by the LGSS Joint Overview and Scrutiny Working Group, a
joint body made up of representatives from each of the partner councils. The Joint Working Group is
responsible for carrying out both forward-looking and retrospective scrutiny of matters relating to the
development and performance of LGSS. The terms of reference specify that the Joint Working Group will
particularly focus on:

e accountability — holding the LGSS Joint Committee to account for the discharge of its functions
e improvement — investigating issues associated with LGSS and making recommendations that seek to
improve the quality of services delivered

The Joint Working Group was established in 2016/17 following discussions between the overview and
scrutiny functions at MKC and NCC about taking a joint approach to scrutiny of LGSS. CCC was subsequently
invited to participate in the Joint Working Group, although its democratic structure does not include
overview and scrutiny committees.

The Joint Working Group meets three times a year at each of the partner councils in turn. Joint Working
Group 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.

The Joint Working Group will continue to operate for as long as the parent committees consider that there
is value in the arrangement.

4.5 LGSS management board

The LGSS Management Board meets monthly with these core attendees:

e LGSS Managing Director
e LGSS Director of Finance
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LGSS Director of IT

LGSS Director of HR

LGSS Director of Business Services, Systems and Change
Chief finance officers of the three partner councils

Each LGSS director has provided a self-assurance statement in respect of 2017/18 that:

e they fully understand their roles and responsibilities

e they are aware of the principal statutory obligations and key priorities of LGSS and those of the
partners and customers which impact on their services

e they have made an assessment of the significant risks to the successful discharge of LGSS’ key
priorities

e they acknowledge the need to develop, maintain and operate effective control systems to manage
risks

4.6 Independent assurance

The LGSS chief internal auditor agrees the LGSS internal audit plan for the financial year with the managing
director and the LGSS management board annually, in line with CCC, MKC, and NCC policies and
procedures.

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

e control environment assurance
e compliance assurance
e organisational impact

The tables below detail the five levels for each of the first two assurance opinions. The third opinion sets
out whether the area audited and the strength of its controls represent major, medium or minor
organisational implications.
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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 un acceptable level of
risk to the control environment.

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.

A review of the chief internal auditor’s 2017/18 annual reports to the audit committees of the three
partner 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 good, with the
exception of NCC where the opinion is ‘limited.” Where the limited opinion has been given the various
contributory factors include non-compliance to mostly satisfactory systems of controls.

In instances where the assurance level was limited, actions have been agreed with management which,
when implemented, should raise the assurance level for these audit areas to at least ‘good.’

4.7 External audit

While 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. KPMG LLP was appointed as LGSS’ external auditor from

2013/14.

4.8 Risk management

LGSS complies with agreed risk management processes for all three partners which is underpinned by an
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approved LGSS risk management policy and procedures. 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 policy.

There is an annual review of the LGSS strategic risk register by the LGSS management board and the LGSS
directorate risk registers are reviewed quarterly via directorate management team meetings.

4.9 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 the three
partner 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.

4.10 Engagement

LGSS has engaged with its customers throughout 2017/18 via these channels:

monthly/quarterly/bi-annual customer performance meetings (as per customer contract)

presentations to the customer senior management teams throughout the year

LGSS managing director meetings with LGSS Joint Committee chair/vice chair

senior responsible officer quarterly one-to-one meetings with customer chief executives or

nominated senior managers

e client services manager monthly one-to-one meetings with customer chief executives or nominated
senior manager

e LGSS customer feedback channels

LGSS launched a new website to better supports new and existing customers in 2017.

4.11 Significant governance issues

There are robust governance arrangements for LGSS based on the three partner authorities’ financial
policies and procedures.

The operating model review currently being undertaken will make recommendations to further strengthen
these arrangements for the future.

In addition, during 2017-18, LGSS has supported additional governance arrangements at NCC following the
significant financial issues faced by the council and the issue of the Section 114 notice in February 2018.

Expenditure control panels have been put in place for LGSS spend through NCC in line with the
arrangements for the council itself.
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5. Conclusion and evaluation

As chair of the 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 Rob Middleton Sarah Homer
Chairman of the LGSS Joint Committee Interim LGSS Managing Director
Date: Date:
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Appendices

Appendix 1: Terms of reference for the 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.

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

1 Each of the Councils shall appoint three Members (being elected members of that Council) as its
nominated Members of the Joint Committee. The Members appointed shall have full voting rights.

2 Each Council may nominate one or more substitute Members to 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 appointed as a substitute shall have
full voting rights where the member for whom they are substituting does not attend. If a Council’s
nominated Members attend a meeting of the Joint Committee, any named substitute may also
attend as an observer but shall not be entitled to vote.

3 Each Member of the Joint Committee shall comply with the Code of Conduct of their Council when
acting as a Member of the Joint Committee.

4 Each of the Councils may remove any of its nominated Members or substitute Members of the Joint
Committee and appoint a different Member or substitute to the Joint Committee by giving written
notice to the Secretary to the Joint Committee.

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.

7 Any casual vacancies howsoever arising shall be filled by the Council from which the vacancy arises
by notice in writing sent to the Secretary to the Joint Committee.

8 Meetings of the Joint Committee shall be held at the venue or venues as agreed by the Councils.
9 The appointment of a Chairman and a Vice Chairman shall be rotated between the Councils

annually from 1st August each year as set out in the table below. The rotation process shall be
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10.

11.

12.

13.

14.

15.

16.

17.

repeated for subsequent years. The Members appointed as Chairman and Vice Chairman shall
remain in their respective appointed roles until the first meeting taking place after the elapse of one
year from their appointment unless either such Member ceases to be a Member of the Joint
Committee.

2016/17 | 2017/18 | 2018/19 | 2019/20

Joint Committee Chair NCC MKC CCC NCC

Joint Committee Vice Chair MKC CCC NCC MKC

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 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,
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18.

19.

20.

21.

22.

23.

24,

25.

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.

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:

24.1  to amend the motion;

24.2  to adjourn the meeting;

24.3  to adjourn the debate;

24.4  to proceed to the next business;

24.5  that the question be now put;

24.6  that a Member be not further heard;

24.7 by the Chairman that a Member do leave the meeting;

24.8  a motion under Section 100(A)(4) of the Local Government Act 1972 to exclude the public;
24.9  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:

25.1 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

25.2  on a motion that the question be now put; unless in his opinion the matter before the
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26.

27.

28.

29.

meeting has been insufficiently discussed he shall first put to the vote the motion that the
guestion be now put

25.3  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.

25.4  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:

28.1  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;

28.2  anindication 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;

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

28.4  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;

28.5 inthe event of the person having registered to speak on an agenda item not wishing to
take up their right to speak on the agenda item because it was deferred, that person will
automatically be given the right to speak on the agenda item at the next meeting of the
Joint Committee or sub-committee of the Joint Committee; the Chairman 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 public may be excluded from a meeting of the Joint Committee 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
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30.

31.

32.

33.

34.

information as defined in section 100l of the Local Government Act 1972 would be disclosed to
them.

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

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.

The Secretary to the Joint Committee shall provide governance and secretarial support services to
the Joint Committee on such terms as may be agreed from time to time between the Councils. The
Councils shall make available committee officers to provide administrative services at the meetings
of the Joint Committee.

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.

The Finance Officer to the Joint Committee shall provide financial support services to the Joint
Committee on such terms as may be agreed from time to time between the Councils.
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