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CHANGES TO PROVISION OF HR AND PAYROLL SERVICES

3. Background, Discussion and Reasoning for Proposed Changes

3.1 The HR and Payroll service has been outsourced to the current service provider 
since January 2015, on a five year contract, which provides an operational HR 
service and fully managed Payroll service.  The Council also employs an HR 
Business Advisor to manage the outsourced contract and provide strategic HR 
support to the business and an Insurance & Payroll Officer to undertake variance 
checks on the payroll.  More recently, an HR Policy Officer has been appointed to 
provide support on ad-hoc HR projects which are not covered under the outsourced 
contract. 

Northgate Arinso were the providers of a complete HR and Payroll service from 
2007 to 2014.  

3.2 A discussion on the performance of the current service provider is set out in the 
exempt Appendix A to the report.

3.3 In view of the matters outlined in exempt Appendix A, the position is such that it is 
necessary for urgent action to be taken with regard to the delivery of HR and Payroll 
services to the Council.

1. Summary

To seek approval to a change in the provision of the HR and Payroll services in order 
to deliver high quality services, offer value for money, and make the best use of 
resources.

2. RECOMMENDATIONS

2.1 That, for the reasons outlined in the body of the report and exempt Appendix A, the 
Managing Director, be authorised to:

2.1.1 bring the Local Government Pension Scheme (LGPS) administration back 
in-house with immediate effect, to ensure that all pensions’ records are 
accurate and up-to-date;

2.1.2 terminate the current HR and Payroll Services Contract with the incumbent 
service provider, with effect from 31st March 2018;

2.1.3 bring the HR service back in-house, with effect from 1st April 2018.

2.2 That the Council enters into a shared service collaborative agreement with Mid 
Kent Shared Services for the delivery of the Payroll Service (hosted by Maidstone 
Borough Council), with effect from 1st April 2018, subject to detailed matters 
(including an operative name, financial arrangements and governance processes), 
on terms to be agreed in consultation with the Head of Legal Services. 

2.2

the entering of a shared service collaborative agreement with Mid Kent Shared 
Services for the delivery of the Payroll Service (hosted by Maidstone Borough 
Council), with effect from 1st April 2018, subject to detailed matters (including 
an operative name, financial arrangements and governance processes), on 
terms to be agreed with the Head of Legal Services; 



3.4 Various options for delivering the service have been considered, including bringing 
both the HR and Payroll services back in house or outsourcing both services to 
another contractor.  Both these options have been discounted on cost effectiveness 
grounds, or previous experience of unsatisfactory service levels and past 
performance, or due to lack of resilience and staff accessibility in key areas.

3.5 Six Kent councils responded to an approach for information on their current HR and 
Payroll services.  Further discussions took place with three councils, two of which 
provided payroll processing or fully managed payroll services for other local 
authorities, under contract. The third council currently hosts a shared service (see 
para. 3.8 below). Costs provided by all three councils for payroll services are 
comparable.

3.6 Delivery of the Payroll service by another council would provide greater reassurance 
that the provider understands the payroll system, including the requirements of the 
LGPS administration system. It would also provide resilience for payroll staffing 
expertise. Additionally, entering into a shared service collaborative arrangement with 
another council for the Payroll service would provide more control over service 
levels, greater flexibility of how processes are undertaken and access to increased 
HR and Payroll Management Information reports through the HR and Payroll 
system.

3.7 An in-house HR service would provide managers and staff with easier accessibility 
of information and advice from staff who have an in-depth understanding of the 
Council’s culture, policies and procedures, together with the ability to foster a greater 
level of trust and rapport with staff. In addition, performance levels would be easier 
to manage with increased consistency and streamlining of processes.  An in-house 
team could adopt a more flexible approach and provide a more personal service to 
managers and staff, with on-site presence. 

3.8 Maidstone and Swale Borough Councils (known as the Mid Kent Shared Services) 
have operated a shared service for HR and Payroll services based at and hosted by 
Maidstone Borough Council since 2009.  They have a team of 16 staff of which one 
is an experienced LGPS administrator.  The Payroll service has received a 
‘substantial’ compliance rating on each annual audit and have a number of staff who 
are members of the Chartered Institute of Payroll Professionals.  The HR and Payroll 
system used by Mid Kent Services is a market leader.

3.9 The deadline for effecting a change to the way the HR and Payroll services are 
delivered is 1 April 2018. To allow sufficient time for the transition of data from the 
incumbent service provider and the setting up of respectively, the new in-house HR 
department, a Payroll service through a collaborative arrangement and the bespoke 
building of the HR and Payroll system, it is necessary to commence the transition 
process without delay. For the reasons outlined in the body of the report and exempt 
Appendix A, it is therefore recommended that the Managing Director agrees to bring 
the HR service back in-house and to enter into a shared services collaborative 
arrangement with Mid Kent Shared Services for the delivery of the Payroll service, 
subject to detailed matters (including financial arrangements and governance 
processes) on terms to be agreed.

4. Financial Implications

4.1 Although there is the need to reflect the new arrangements across the relevant 
budget heads, the overall proposals can be met within the existing budget provision.

  



5. Financial, legal, staffing and other administrative implications and risk assessments

Financial Implications As detailed in Section 4 above.

Legal Implications The delegation of functions under a collaborative 
arrangement is not a contract for services – EU 
procurement therefore does not apply and there are no 
TUPE issues.
The current shared service between Maidstone Borough 
Council and Swale Borough Council is operating as Mid 
Kent Shared Services.  Consideration will need to be 
given to an appropriate operating name to include 
Dartford Borough Council.

Staffing Issues An administrative model is proposed, where functions 
are delegated to another authority, pursuant to Section 
101 of the Local Government Act 1972, Local 
Government Act 2000 and the Localism Act 2011.

Administrative 
Implications

As discussed in the body of the report.

Risk Assessment There are risks associated with transferring the payroll 
function to another organisation. The payroll function is 
a major financial system for the Council and as such, 
requires careful process and risk management and on-
going audit. A high level of assurance will need to be 
given by the hosting council.
There will be controls in place to ensure risk 
minimisation in the data migration from the Council’s 
systems to iTrent. The information will be trialled in the 
TEST system before it is moved to the LIVE 
environment. There will then be two months of data 
used for parallel running and only when all variances 
can be explained, will live payment begin from iTrent.
As the Council is embarking on a collaborative 
arrangement with another local authority, it will need to 
ensure that privacy and data protection is a key 
consideration in the early stages of the project and then, 
throughout its lifecycle. The EU’s General Data 
Protection Regulation1 requires data protection impact 
assessments (DPIAs) to identify and reduce the privacy 
risks of the collaborative arrangement, with a view to 
reducing the risks of harm to individuals through the 
misuse of their personal information and with a view to 
designing a more efficient and effective process for 
handling personal data. A DPIA will be undertaken in 
consultation with the Data Protection Officer.

1Interlinked with the Data Protection Act 2017 (coming into force on 25 May 2018) 



6. Details of Exempt Information Category

Not applicable for the report but for exempt Appendix A 

7. Appendices

Appendix A has been placed on the closed part of the agenda because it contains 
exempt information within Standing Order 46(1)(b) and Annex 1, namely, para.3 - 
Information relating to the financial or business affairs of any particular person 
(including the authority holding the information) and in all the circumstances of the case 
the public interest in not disclosing the information outweighs the public interest in 
disclosing the information.
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