Agenda Item No: 4

LGSS JOINT COMMITTEE
10" SEPTEMBER 2015

DIRECTOR OF FINANCE: MATT BOWMER

Subject: LGSS Annual Report (Statement of Accounts and Annual
Governance Statement) 2014-15

Recommendations: | The Joint Committee is recommended to delegate the authority to
the Director of Finance and the Chair of the Joint Committee to
approve the LGSS Annual Report (Statement of Accounts and
Annual Governance Statement) 2014-15, subject to the audit being
completed with no material changes being required.

1. Purpose of Report

1.1 The LGSS Annual Report, which includes the Statement of Accounts for 2014-15
and Annual Governance Statement, was presented to the Joint Committee on
25™ June 2015 prior to audit by KPMG. The LGSS Annual Report was also
presented to the Audit Committees of both Northamptonshire County Council
and the Cambridgeshire County Council. The Audit is now nearing completion
and the Joint Committee is recommended to delegate the authority to approve
the Annual Report to the Chair of the Joint Committee and the Director of
Finance, pending the conclusion of the audit by KPMG. There is a statutory
requirement for the Accounts to be approved, and the audit opinion published, by
30" September.

2. Relevant Priority Outcomes
The content of this report supports the delivery of the following corporate

outcomes:
Perspective Outcome
Finance — fo finance our ¢ Maximised income and new funding
mechanisms

vision, what must we do
efficiently, effectively and
economically?

e Exploited fixed assets
e Targeted spend and investments
e Sustainable social resourcing

3. Background

3.1 The Annual Report comprises the LGSS Statement of Accounts for 2014-15,
along with the LGSS Annual Governance Statement. The Annual Report is
shown in Appendix A.

3.2 The accounts are prepared under the Chartered Institute of Public Finance and
Accountancy (CIPFA) Code of Practice on Local Authority Accounting 2014-15,
which is based on International Financial Reporting Standards (IFRS). This is
line with the preparation of the annual accounts for both Northamptonshire and
Cambridgeshire County Councils.



3.3 The publication of the Statement of Accounts is an essential feature of public
accountability and stewardship, as it provides an annual report on how LGSS
has used the public funds for which it is responsible.

3.4 The signing, approval and publication of the Accounts is set out in Section 8 of
the Accounts and Audit Regulations 2011. Accordingly they were certified by the
Director of Finance by 30" June prior to submission to audit by the external
auditor. KPMG were appointed by the Audit Commission to undertake this work.
The relevant sections of the founding authority constitutions delegate
responsibility to the LGSS Joint Committee for the approval of the Annual
Report.

4. Consultation and Scrutiny

4.1 This report has been produced in consultation with the LGSS Director of Finance
and the LGSS Management Board. It is also subject to scrutiny through this
Committee and its usual governance procedures. The accounts themselves as
stated above have been subject to external audit by KPMG.

5. Reporting and inspection of the Statement of Accounts

5.1 The Regulations determine that the accounts and other related documents have
to be made available for public inspection for 20 working days before the
“‘Appointed Day” (the day the auditors set aside to talk to the public about the
accounts). Accordingly, the LGSS’s accounts were made available for public
inspection from 3™ July to 30" July 2015 inclusive and officers were available to
deal with enquiries from the public during this period of time.

5.2 An inspection request was received from one member of the public. Officers met
with this individual on two occasions during the course of the public inspection to
answer their questions about the LGSS accounts. Subsequently this individual
submitted a letter to the external auditors setting out provisional grounds for an
objection to the LGSS accounts. This objection is currently being reviewed by
KPMG. Further audit testing will be required as a result of this, and officers are in
discussion with KPMG regarding the points raised within the objection letter.

5.3 KPMG will not be in a position to finalise their audit opinion until this additional
audit testing has been completed. Consequently the Joint Committee are
recommended to delegate the authority to approve the Annual Report to the
Director of Finance and the Chair of the Joint Committee, subject to the audit
being completed with no material changes being required to the accounts.
Should any material changes be required following the completion of the audit
then the revised accounts will be presented to the Committee at its next meeting.

5.4 An update on the latest position will be provided to members at the Joint
Committee meeting.



5.5 The statutory date for publication is by the end of September, and in accordance
with recognised practice, LGSS considers its Statement of Accounts to be
published from the date that a final certified copy is made available via the LGSS
web site.

6. LGSS Statement of Accounts

6.1 The LGSS Statement of Accounts has been produced alongside the production
of the annual Statement of Accounts of each founding authority and is based on
the same financial records. Whilst the single entity accounts of Northamptonshire
and Cambridgeshire County Councils include the proportion of LGSS attributable
to each authority, the LGSS Statement of Accounts shows the combined position
across all of the LGSS operational budgets.

6.2 The LGSS Statement of Accounts are comprised of the:

a) Explanatory Foreword — This gives an overview of the financial performance
of LGSS for the financial year.

b) Statement of Responsibilities and Certificate of Accounts — This is where
the formal sign off of the accounts by the LGSS Joint Committee will be
shown.

c) Core Financial Statements — These are the main statements that summarise
LGSS’s financial position and includes:

e Movement in Reserves Statement

e Comprehensive Income and Expenditure Statement

e Cash Flow Statement

e Balance Sheet

d) Notes to the Core Financial Statements — These give further detail on
specific items within the accounts, and include the Accounting Polices which
set out the basis on which the accounts are produced.

e) Annual Governance Statement - The Annual Governance Statement
outlines the governance arrangements for LGSS and how these have been
applied during the year.

7. Changes between draft and final accounts

7.1 There have been some changes made to the LGSS accounts following the audit.
The majority of these amendments to the draft accounts are presentational in
nature — such as amending the wording in some of the disclosure notes.

7.2 Some casting errors within the Accounts document were also identified during
the audit and these have been corrected. For example the Gross
Income/Expenditure figures for 2014-15 within the Comprehensive Income and



Expenditure Statement on page 12, and the total income/expenditure figures for
2014-15 within the Trading Operations note on page 25.

7.3 A small audit adjustment has been made to the LGSS creditors figures for 2014-

15. This is as a result of the cut-off testing undertaken by the auditors, (checking
that transactions have been recorded in the correct financial year). As a result of
this an adjustment of £200k has been made to the creditors figure. The cash
figure has also been adjusted.

7.4 The wording of Note 16 has been expanded to give more information on the

reasons for the prior period adjustment. Note 3 has also been expanded to
indicate the judgements that were applied by officers when compiling the
accounts.

7.5 At the time of writing this report the external auditors are undertaking additional

8.1

9.1

10.

audit testing work in order to finalise their audit opinion, as set out in section 5
above. Officers will update members at the Joint Committee meeting as to
whether this additional audit work is likely to result in any further amendments to
the accounts document.

Alternative Options Considered

No alternative options have been considered as all actions are required by
statute and regulation.

Financial Implications

There are no financial implications in accepting this report and associated
recommendations.

List of Appendices

Appendix A: LGSS Annual Report (Statement of Accounts and Annual Governance

Statement) 2014-15

Author: Name: lain Jenkins
Team: LGSS Finance
Contact details: Tel: 01604 364664
Email: [Jenkins@northamptonshire.gov.uk
Background Papers: Draft LGSS Annual Report 2014-15
Does the report propose a key decision is taken? NO
Has the report been cleared by the relevant YES
Director? Director of Finance: Matt Bowmer
Constituency Interest: All




