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Executive Summary

The current contract for HR and Payroll software (PSe) is due to conclude on 31
March 2018. The software supplier Northgate Arinso (NGA) has issued an
unexpected notice of termination for the product in favour of its preferred market
offering (Resource Link), of January 2020.

This report seeks approval to enter into a short term extension to the contract with
NGA to allow the continuation of the HR and Payroll system (PSe) software licence
until its end of life date in January 2020. This extension will allow the PSe licence to
run coterminous with the Shared Services Agreement with Doncaster Council and
will provide sufficient timescales to fully investigate and prepare for a new operating
model beyond 2020.

This approach will make best use of the newly established ICT and Procurement
working practices and ensure the new operating model is fully integrated with new
corporate standards.



Furthermore, this investigation period will enable a more comprehensive solution to
support the Medium Term Financial Strategy by fully exploring income generating
operating models, specifying automation of current tasks and the potential for shared
service models.

Recommendations

1. That approval be given for an exemption under Standing Order 38 from the
provisions of Standing Order 48 and to extend the support and maintenance
of the NGA PSe Software, used by the council for HR and Payroll
Administration, from 31 March 2018 to 31 January 2020.

2. That a Voluntary Ex Ante Transparency (VEAT) notice be issued to alert
potential suppliers of our intention to award a short term PSe licence contract
to NGA.

List of Appendices Included
None

Background Papers
None

Consideration by any other Council Committee, Scrutiny or Advisory Panel
None

Council Approval Required
No

Exempt from the Press and Public
Yes
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Recommendations

In order to facilitate evaluation and implementation the next generation of HR
Information System, it is recommended:

(1) That approval be given for an exemption under Standing Order 38 from
the provisions of Standing Order 48 and to extend the support and
maintenance of the NGA PSe Software, used by the council for HR and
Payroll Administration, from 31 March 2018 to 31 January 2020.

(i) That a Voluntary Ex Ante Transparency (VEAT) notice be issued to
alert potential suppliers of our intention to award a short term PSe
licence contract to NGA.

The time gained through this extension will be used to engage with
stakeholders, most notably Doncaster Council and equally provide
appropriate time for the HR Service to view the marketplace for the long term
solution. This will involve evaluation of best of breed infrastructure or service,
possibly providing future opportunities for shared working within Sheffield City
Region and move further towards a self-sustained budget model. This time
shall be used to understand and ensure best value for Rotherham Council.

Background

The current contract for HR and Payroll software (PSe) is due to conclude on
31 March 2018. The software supplier NGA has issued an unexpected notice of
termination for the product in favour of its preferred market offering (Resource
Link), of January 2020.

The contract provides licensing and support for the HR and Payroll system that
currently serves approximately 70 separate organisations including; Rotherham
and Doncaster Councils, 65 Academies, the Doncaster Children’s Services
Trust and St Leger Homes. There are approximately 30,000 employee records
held and paid using this system.

Key Issues

NGA formally announced that PSe software would come to “end of life” on 31
January 2020 and that they would only support contracts up to that date.

Rotherham Council also needs time to finalise its shared working
arrangements, including discussions with Doncaster Council and any new or
future partner, in relation to the future of shared services. These arrangements
will incorporate negotiations on a new agreement that will take the service
beyond 2020 on the basis of a joint procurement of the next generation service
delivery.
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Options considered and recommended proposal

The recommended and most cost effective option open to the Council in the
circumstances is to extend the current contract for PSe until the end of life date
in January 2020 by which time there will be a greater understanding of the long
term future, options available in the marketplace and commitment from all
parties involved to jointly fund the cost of procurement and implementation. Our
experience with NGA has been positive and PSe has contributed to the HR
Service Centre’s high levels of payroll accuracy, typically in excess of 99%.

The alternative to a contract extension is to enter into a full tender and
procurement for a HR and Payroll System or Service. The Council could start
the formal OJEU tender process now for the long term solution irrespective of
any decision relating to the future of the shared arrangement or contract
extension. However, this would place the full burden of costs for procurement
and implementation on the Council. Further details in Section 13 Risk and
Mitigation.

Consultation

The proposals have been subject to discussions with the Council’s Legal,
Procurement, ICT and Finance Teams.

Timetable and Accountability for Inplementing this Decision

It is proposed to submit a VEAT Notice in January 2017. The Notice is active
for 30 days from publication allowing other interested parties to challenge the
extension of the contract with NGA.

Financial and Procurement Implications

There are no additional financial implications as all on-going revenue
expenditure is being met from mainstream funding for the RMBC proportion of
the contract. The Doncaster commitment is recovered through invoice to
Doncaster Council. The indication from the supplier is an extension can be
provided with the current cost model with no additional costs in administration
or penalty fees. Deferring the capital cost, which is not uncommon to reach
£2m in these projects, also brings corporate benefit in relation to timeliness of
committed spend. Procurement in 2018 would increase capital expenditure in a
time with significant and competing corporate priorities. This cost is not
currently profiled in the 2016/17 — 2019/20 Capital Strategy, however, work is
taking place for inclusion in the next iteration of the Capital Programme. In the
event the extension is not approved the capital work and associated funding
would need to be fast tracked.
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The Council has a legal obligation under the Public Procurement Contract
Regulations 2015 to advertise this business within the market place for open
competition. However if the Council decides to extend this contract directly to
NGA, then a voluntary ex-ante transparency notice (VEAT) must be placed in
the Official Journal of the European Union (OJEU). Once published this will
allow companies who feel they could have competed for the contract a ten
day 'standstill period' in which to mount a legal challenge. After that date, no
further challenge can be made which would see the contract award being
declared ineffective by the courts, and therefore rescinded or annulled. There
is no provision to extend the existing contract therefore it is felt the above
course of action provides necessary mitigation.

Legal Implications

Legal Services has advised that the use of a VEAT Notice in this case is a
reasonable way forward as the proposed contract is likely to be of little to no
interest to any other supplier. Whilst there is a risk of legal challenge,
previous use of such a notice relating to other corporate ICT systems has not
led to a challenge.

Under Standing Order 38 an exemption from Standing Order 48 will be
required and the recommended course of action represents the best value for
money option available in the present circumstances.
Human Resources Implications
None.
Implications for Children and Young People
None
Equalities and Human Rights Implications
None
Implications for Partners and Other Directorates
None
Risks and Mitigation
Changing supplier in March 2018 would require significant financial and human
resource implications over a prolonged period due to the procurement activity
and implementation activities associated with such a strategy. Under existing
corporate commitments, although this would prove a challenge for
Procurement, Corporate ICT and the HR Service Centre it could be achievable
with intervention actions such as; re-prioritisation of other corporate projects for
example. It is not anticipated that a change of system would offer the Council
any significant operational or financial benefit. There is no financial benefit to be

gained from procuring in 2018 rather than 2020, in fact, as outlined in section
7.1 the opposite is true.



13.2 An average procurement and implementation of Human Resource and Payroll
software can cost up to £2million. By amending timescales to fully specify and
evaluate market options, this price could be significantly reduced.

13.3 The use of a VEAT Notice would allow other interested parties the opportunity
to challenge the Council’s intention to award before the contract is signed and
while this does reduce the risk of a legal challenge it does not remove that risk
completely. It is highly unlikely that another supplier would be in a position to
offer support to PSe for this short term period. PSe software is drawing to end
of life so would not be cost effective for another supplier to develop a support
capability for a contract of less than two years.

14. Accountable Officer(s)

14.1 Shokat Lal — Assistant Chief Executive, Tel: 01709 255454, email:
shokat.lal@rotherham.gov.uk

Approvals Obtained from:-

Shokat Lal, Assistant Chief Executive

Judith Badger, Strategic Director - Finance & Customer Services
Dermot Pearson, Assistant Director Legal

Stuart Booth, Assistant Director Finance

Helen Chambers, Head of Procurement



