
MEMORANDUM 

TO: Butte Local Agency Formation Commission 

FROM: Stephen Lucas, Executive Officer 

SUBJECT: Agenda Item 4.3 - Update on Replacing County Payroll Services with a 
Contract with a Private Vendor 

DATE: August 28, 2023 for the meeting of September 7, 2023  

Background 

As previously reported, the County Board of Supervisors (BOS) and the Butte Local Agency 
Formation Commission (LAFCo) first entered into the Contractual Services Agreement (CSA) in 
2001, which was then jointly amended in 2008 (LAFCo independence) and again in 2013 for cost 
adjustment (Attachment 1).   This is a contract entered into by the BOS and LAFCo under the 
“Equal Dignities Rule”, meaning any amendments aside from annual cost escalators, require the 
express delegation of the BOS and/or the Commission authority to staff.  

Purpose 

The CSA purpose was to maintain LAFCo’s full integration with affected County departments as 
LAFCo migrated towards independence from the County in 2007.  This was memorialized in the 
CSA which established the unique relationship between the County and LAFCo (a former County 
department) and directed the County to treat LAFCo “in the same manner as provided county 
departments.”   To this end, LAFCo and county staff have maintained a good and effective working 
relationship which is essential as LAFCo actions require the regular participation of many 
departments (Auditor, Assessor, Planning, Public Works, Environmental Health, Clerk-Recorder, 
Elections among others).   Some of these departments have no charges for LAFCo coordination 
and some charge an annual cost allocation to cover those services.  Respective staff were able 
to adjust these amounts annually at the administrative level, but any substantive changes to the 
CSA, such as removing a service entirely, does require consent of both parties 
(BOS/Commission).  Such amendments are proposed to reflect the changes discussed below 
and will be presented to the Commission for review in conjunction with the BOS.  

Payroll Services 

In December 2021, County Administrative staff, without the review or consent of the BOS, 
informed Staff that it will unilaterally terminate human resources/payroll services from our 
Contractual Services Agreement (CSA) that was approved. The County had shifted to a new 
organizational platform called Workday, which resulted in issues with LAFCo and BCAG 
contracted payroll services. The County Human Resources Department had initially proposed a 
very substantial increase ($13,000 to $52,000) in their costs for payroll services and 
subsequently,  determined it was most efficient to remove payroll services altogether in favor of 
a private vendor. Staff worked with County Administration/Human Resources to propose 
amendments to the Contractual Service Agreement No. 3 by transitioning payroll services from 
County HR to another provider.  This is not an easy transition for our small (3) staff as we must 

Agenda Item 4.3

kbradford
Rectangle



juggle staff duties to manage this transition, which will cost additional staff time/resources.  County 
HR cooperatively agreed to manage the transition’s technical aspects and we collectively agreed 
to follow BCAG’s choice to contract with Paylocity for payroll services.  What this means at a 
practical level, is that LAFCo staff will now independently enter all payroll related data into the 
new Paylocity system and will also be responsible for entries into the California Public Retirement 
System (CalPERS).  This will take some time for Staff to perfect, but we are confident it will 
become routine and result in a more independent LAFCo administration. 
 
Cost 
 
The big selling point for the payroll transition is the substantial reduction in direct contracted costs. 
The Paylocity contract (Attachment 2) is for four (4) employees at a total annual cost of $2,576.40.  
The indirect costs (employee time) are hard to calculate at this initial training intensive phase, but 
will eventually become routine and far less time intensive.  County HR has agreed to walk Staff 
through the transition process to ensure no payroll issues arise.  While the long-term HR/payroll 
services provided a sense of security and will be missed, the cost savings over time to LAFCo 
are substantial.   
 
ACTION REQUESTED:  Accept as information, no action required. 
 
Attachments: 1.  Contractual Services Agreement – No. 3 
  2.  Paylocity Contract Summary 
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