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1.0 Purpose of Report  
 

The purpose of this report is to request the approval to ‘roll-over’ the payroll 

bureau service contract with Zellis for a further 18 months from September 2021 

and to cease the payroll advisory service element of the contract. The request to 

‘roll-over’ is to ensure a period of payroll and HR system stability whilst 

undergoing a large-scale transformational programme. 

 
2.0 Decision  
 

(1) To approve the roll-over of the payroll bureau service Zellis contract for 18 

months from September 2021 until April 2023 with a continuation of the 

current arrangements with South Oxfordshire and Vale of White Horse 

District Council (S&V DC).  

(2) To approve the cessation of the payroll advisory service contract with 

effect from September 2021. 

  
3.0 Issue  

 
The HR and Payroll service was returned to the councils by Capita with limited 

time available and therefore an appropriate solution to continue to deliver the 

business-critical payroll service was needed at short notice. It was agreed as part 

of the exit arrangements (and to mitigate risk) that Zellis (who already provided 

the HR/Payroll system) would provide additional services for a minimum period of 



18 months (April 2020 – September 2021). All councils within the 5CP contract 

(except Mendip District Council) agreed for Zellis to provide a payroll advisory 

and bureau service.  

 

In line with the EU procurement directive 2014 a contractual award notice (CAN) 

was published on 20th April 2020. This CAN detailed that the Councils would be 

utilising a built-in contract variation mechanism in the Zellis contract to add 

Bureau and Payroll services to the Scope of the Zellis contract for up to five 

years. This means that the councils can exercise the roll-over facility within the 

contract without needing to go through any further procurement exercise. 

 

As part of the exit arrangements, it was also agreed by all the councils within the 

partnership (except Mendip DC) that South Oxfordshire & Vale of White Horse 

(S&V) would act as lead authority and would provide a client lead service on 

behalf of all councils covering three key areas: 

 

a) ongoing contract management with Zellis  

b) systems configuration and administration 

c) service performance  

 

The current contracts with Zellis (payroll advisory and payroll bureau) will roll-

over for a further 18-month period unless we serve six months’ notice by 31st 

March 2021. The recommendation outlined at para 2.0 is to continue with the 

payroll bureau service contract for 18 months and to serve notice to end the 

payroll advisory contract with effect from 30th September 2021. A better value for 

money option for payroll advisory is for the councils is to use their own payroll in-

house expertise and if needed Zellis payroll advisory on a call off arrangement.  

 

The contract allows for one or more partners to ‘roll-over’ the contract so the 

decision for Havant and East Hampshire is not reliant on the other partners in the 

contract.  

 

There are several reasons why it would be advisable for the payroll bureau 

contract to be rolled over for a further 18-month period, however the overarching 

reason relates directly to the transformational change programme.  



 

Delivery of the size and scale of change anticipated will require a stable HR 

system which can provide all the relevant people data to evidence the decisions 

made. Offboarding and onboarding to a new HR and Payroll system in the middle 

of a transformational change programme will place the delivery of the 

transformational change at risk. This is because HR resources will be diverted to 

implement and roll out a new system and the data/system required to make 

evidence based decisions and process payroll payments will be migrated to a 

new system. It is inevitable with any payroll migration that there will be some 

teething issues. This is best avoided whilst the organisation is going through 

large scale change. 

 

It is therefore recommended by the Head of OD that the councils secure a further 

18-month period of payroll bureau service from Zellis up to April 2023. This 

includes extending the arrangement with S&V DC as lead authority and system 

administrator support for the same period. This will give the councils a period of 

process and system stability. It will also ensure the continued delivery of an 

accurate payroll and enough data at system administrator level to inform the 

transformation programme.  In addition to this it will avoid any risks associated 

with changing an HR system and payroll provider at such a significant time of 

organisational change.  

 

From April 2023, the intention is for the councils to select and implement a new 

HR and Payroll system and service which aligns to the needs of the transformed 

organisation. A new provider would be secured from April 2023 once the detail 

for the transformed organisation is fully understood.   

 
4.0 Implications  
 
4.1 Resources  
 

Budgeting for 21/22 includes the costs for continuing with the current payroll 

arrangements. Budget setting for 22/23 will account for the costs of the ongoing 

contract. There are no further financial impacts to report.  

 
 
 



4.2 Legal:  

East Hampshire District Council and Havant Borough Council, through the lead 

authority, South Oxfordshire District Council, may terminate the contracts with 

Zellis for the Bureau Service and for the Payroll Advisory Service.  It is important 

to ensure that any notice to terminate is given at the correct time in order to be 

effective otherwise the contract will automatically roll-over for a further 18 

months.  Zellis have a similar right to terminate the contract with the Councils. 

 
4.3 Strategy:  
 

The extension of the Zellis contract for a further 18 months provides stability and 

resource for the transformation programme to progress as planned. More 

importantly, the future HR and payroll system will be procured once the 

transformation programme has been implemented. This will ensure that the 

specification for the procurement process is accurate and aligned to the size and 

shape of the transformed organisation. 

 
4.4 Risks:  
 

The recommended approval as detailed at para 2.0 will positively assist in 

managing the risks as follows: 

 
The need to provide an accurate and on-time payroll, to supply and maintain 

pensions and HMRC data, and to meet GDPR requirements are all legal 

requirements so risks must be minimised. 

There is a significant risk that the transformational change programme will be 

impacted from a system and data perspective if the Councils procure a new 

HR/Payroll system in the middle of a large-scale transformation programme. 

There is a significant risk that the Councils will pay more for the contract if it was 

procured for September 2021. This is because the Councils specification will 

reflect the shape and size of the organisation at that point in time rather than 

when the organisation has transformed fully. 

Experience has shown that difficulties can be created by a mid-year payroll 

transfer. This can be mitigated by transferring a payroll at the start of a financial 

year.  



The recommendation will create stability in the payroll and ensure staff are paid 

accurately and on time.  

 
4.5 Communication: 
 

Communication with Zellis and S&V will progress based on the approval sought 

as outlined at 2.0. 

 

5.0 Local Government (Access to Information) Act 1985 – ‘confidential’ or 
Exempt’ Information Indicator:  

 
5.1 This delegated decision contains neither confidential nor exempt information 
 
6.0 Is this an Urgent Decision? 


Yes, approval needs to be gained prior to 31st March 2021 so that the relevant 

notice can be provided to Zellis re cessation of the payroll advisory contract. 

 
7.0 Consultation with Cabinet Lead: 
  
 Cabinet Lead Informed:   17th March 2021 
   
 
Agreed:  Councillor Lulu Bowerman 
 
Date: 18th March 2021 
 
(The decision is subject to the usual ‘call-in’ process and, if not called in by the 

Overview & Scrutiny Committee, will be effective five clear working days after the date 

of publication,  [29th March 2021]. If an urgent decision, this date will be the same as the 

date that this decision record was published) 

 
Appendices:  
 
Appendix A: Cabinet Briefing Paper dated 10th February 2021 
 
Background Papers:  
 
Agreed and signed off by: 
 
Monitoring Officer:   Daniel Toohey  18.03.2021 
S151 Officer:  Matthew Tiller    18.03.2021 
Director:   Lydia Morrison   18.03.2021 
Portfolio Holder:  Cllr. Lulu Bowerman 18.03.2021 
   
 
 



Contact Officer: Caroline Tickner 
Job Title:   Head of Organisational Development  
Telephone:  023 92 446400 
E-Mail:  caroline.tickner@havant.gov.uk 


