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Two weeks before year end, the payroll manager resigns. Final reconciliations are underway. Award
updates have just been released. Superannuation thresholds are shifting. The board is asking for
workforce cost projections for the next financial year.

For many HR leaders, this is not a dramatic hypothetical. It is an increasingly plausible scenario.
Payroll may sit quietly behind talent strategies and wellbeing initiatives, yet it carries a
disproportionate level of organisational risk. One missed deadline or underpayment can unravel
months of trust building with employees and attract regulatory scrutiny.

In a business climate defined by tight labour markets, legislative reform and rising cyber exposure,
payroll is no longer a background function. It is operational infrastructure. That reality is prompting
many Australian organisations to reconsider not just whether payroll matters, but how it should be
resourced and governed. For a growing number, outsourcing is emerging not as an abdication of
responsibility, but as a structured partnership that strengthens control.

The Talent Challenge Straining HR Teams

Recent labour market data from the Australian Bureau of Statistics confirms that while
unemployment has stabilised, skills shortages persist in specialised administrative and finance roles.
Payroll professionals are particularly difficult to recruit and retain.

These roles require legislative knowledge, technical capability, confidentiality and precision.
Experienced practitioners are increasingly scarce, and salary expectations reflect that scarcity. For
small and medium sized organisations, replacing a payroll officer can take months, during which
responsibility often shifts to HR or finance teams already operating at capacity. Strategic initiatives
are deferred while pay cycles take priority.

Beyond recruitment lies a structural vulnerability. Many organisations rely on one or two individuals
who hold deep knowledge of awards, enterprise agreements and system configurations. When that
expertise is concentrated in a small number of people, absence or resignation exposes key person
risk.

Outsourcing does not remove internal accountability. The employer remains responsible for approvals,
I data integrity and compliance outcomes. However, it reduces dependence on individual continuity by
o €embedding delivery within a broader specialist team. Resilience no longer relies on one person's
availability.

The Compliance Landscape Keeps Shifting

Payroll compliance in Australia has grown considerably more complex. Superannuation reforms,
wage theft legislation, award updates and evolving reporting obligations have reshaped expectations
for employers.

The Fair Work Ombudsman has identified payroll governance as a continuing enforcement priority.
Updates from the Australian Taxation Office to superannuation and PAYG withholding obligations
reinforce the need for accurate calculation and reporting. Even diligent internal teams can struggle
to maintain continuous monitoring across all these changes.

Underpayment cases continue to arise across industries, often driven by complex award
interpretations rather than intent. Financial penalties can be significant, but reputational
consequences can be longer lasting.

An outsourced model does not transfer legal responsibility away from the employer. What a specialist
partner provides is structured legislative monitoring, documented workflows and systematic
validation. Internal leaders retain oversight and decision-making authority, while benefiting from
dedicated compliance infrastructure.
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When Experience Walks Out the Door
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The Knowledge Gap The Outsourcing Advantage
Demographic change adds further Outsourcing provides access to a team-
pressure. Many experienced payroll based model where knowledge is shared
professionals are approaching retirement, across specialists rather than concentrated
taking decades of practical knowledge with in one role. Continuous professional
them. development, peer review and structured
Industry insights from the Chartered processes support consistency.
Institute of Payroll Professionals Australia The organisation remains actively involved
indicate that capability gaps are emerging in providing accurate data and approving
as seasoned specialists exit the workforce. outputs, while operational depth sits within
While newer professionals bring strong a broader environment.
digital skills, fewer are choosing deep
legislative specialisation.
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Protecting HR's Most Precious Resource: Time

Time is one of the most constrained resources within HR and payroll functions. Pay preparation,
reconciliations, award interpretation, employee queries and audit preparation consume substantial
working hours.

Research from the Australian HR Institute indicates
that compliance-driven activities account for a
significant proportion of HR time, reducing capacity
for strategic workforce planning, leadership
development and culture initiatives.

In a well-structured outsourced arrangement,
transactional processing and system administration
are supported by a specialist external team. Many
organisations continue to retain internal payroll
professionals who manage data inputs, oversee e \
exceptions and act as the internal governance link. \ A A\
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This is a recalibration of responsibilities, not a :l [ o 4_-_,__,_____-, ‘ = : g
removal of them. — i

Employee Trust and Culture Depend on Payroll Confidence

Payroll accuracy is fundamental to organisational trust. Employees may accept delays in projects or
change initiatives, but they rarely tolerate pay errors. In an environment shaped by cost-of-living
pressures, reliability in remuneration delivery carries heightened significance.

Outsourced payroll models typically incorporate structured validation, segregation of duties and
documented audit trails. Secure employee portals allow staff to access payslips, leave balances and
superannuation details directly. Many platforms also enable employees to submit routine payroll
queries, such as payslip clarifications or balance questions, improving response times and
streamlining resolution.

Internal HR and payroll teams remain central to employment decisions, policy interpretation and
complex issues. The external partner supports processing discipline and handles agreed
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transactional queries, while the organisation retains ownership of workforce relationships and
judgement-based decisions.

Technology, Security and Assurance

Payroll systems manage highly sensitive information, including personal identifiers, bank details and
remuneration data. The Australian Cyber Security Centre has highlighted that data-rich systems,
including payroll, remain attractive targets for cyber incidents, elevating payroll from an
administrative tool to a governance concern.

What to Assess When Evaluating Outsourcing Options:
e Hosting arrangements

* Access controls

e Backup procedures

e Compliance with recognised security standards

Why it matters:

The technology and security standards of a partner can determine whether payroll simply processes
transactions or actively supports governance, reporting and resilience.

A Strategic Reset for HR

Reliable payroll data underpins gender pay gap reporting, labour cost forecasting and workforce
scenario planning. When internal teams are absorbed by manual processing, their capacity to
analyse and advise diminishes.

Transactional Intensity Internal Focus Operational Depth
Managed in a specialist HR and payroll professionals External partner contributes
environment through outsourcing  focus on interpretation, workforce  operational depth and compliance
within a structured partnership. planning and leadership support. support.

This is not a retreat from accountability. It is a deliberate design choice that aligns expertise with
function.

Building the Case Internally

When presenting payroll outsourcing to executive stakeholders, the discussion typically centres on
risk management, continuity, cost predictability and data protection. Outsourcing can reduce key
person risk, provide documented compliance processes and support operational continuity.
Successful outcomes depend on collaboration, with defined approval workflows, transparent
reporting and regular performance reviews ensuring accountability remains shared.
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Looking Ahead: Payroll as Infrastructure

Regulatory reform, technological advancement and workforce expectations will continue to reshape
payroll. Enhanced transparency requirements, real-time reporting and data governance standards
are likely to increase scrutiny.

Treating payroll as critical infrastructure,
supported by specialist capability and strong
internal oversight, positions organisations
for resilience. Outsourcing, when structured
as partnership rather than replacement,
does not allow leaders to disengage.
Instead, it equips them with additional
expertise, structured processes and
technological depth.

Handled thoughtfully, payroll outsourcing
becomes not a relinquishment of control, but
an investment in reliability, continuity and
shared accountability.

Strengthen Payroll Governance. Protect Organisational Resilience.

Payroll is now critical infrastructure — and getting it right demands specialist capability. Frontier
Software delivers the governance, security and operational depth organisations need to reduce risk
and build confidence. Transform payroll into a reliable, well-governed foundation for your workforce.

Learn more at www.frontiersoftware.com
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About Frontier Software

Frontier Software is a leading software and services organisation specialising in digital
transformation for payroll and HR solutions. With over 40 years of industry experience, our
comprehensive solutions are trusted by businesses across the globe. Our expert team is dedicated
to helping organisations streamline their payroll and HR processes, ensuring compliance, accuracy,
and efficiency. Looking to enhance your payroll and HR processes? We can help you optimise your
existing Frontier Software solution or create a completely new system tailored to your business
needs.
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‘ ‘ Commitment to customer
service is our number one priority.

Michael Howard, Founder

This document is provided for informational purposes only. While we have taken
care to ensure the accuracy and reliability of the information presented, the content
reflects our understanding and opinions at the time of publication. Circumstances,
facts, and interpretations may change, and the material should not be regarded as
advice or relied upon as the sole basis for making decisions. We accept no liability
for any loss or damage arising from the use of this publication or from any
inaccuracies, omissions, or changes that may occur after release. Readers are
encouraged to seek independent advice or verification where necessary. Nothing
in this document should be regarded as a commitment, warranty, or guarantee by
the company. We are under no obligation to update or correct the information
unless required by law.
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