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A Pay Run Can Be Correct but The Change Behind It Can Still Be Poorly Controlled

Australian payroll teams regularly respond to changing rates, reporting requirements and payment
treatments. Configuration is updated, processing continues and employees are paid. But if someone
asks six months later why a setting changed, who was affected and who approved the result, can
the organisation produce evidence rather than rely on someone's recollection?

That is the real test of payroll change management: assessing, implementing, testing, approving and
documenting changes to payroll rules, system configuration and reporting so the organisation can
explain and defend its decisions.

The challenge applies whether a change affects the whole workforce or a handful of employees. It
might stem from tax, superannuation, employment law, an award, an enterprise agreement or
internal policy. Whatever the source, the requirement must translate into the correct payroll outcome,
with evidence to support the decision.

Tax Super Employment Law
Rates and treatment Contribution rules Workplace
obligations
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Awards & EAs Internal Policy
Payment conditions Organisational rules
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Control Principle

A specific requirement still creates a familiar control challenge: turn the rule into a
defensible payroll result.
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A Regulatory Change with Wider Implications
Changes to award transport payments illustrate why a seemingly narrow requirement can demand
careful planning.

BEFORE 1 OCT 1 OCT 2026 AFTER 1 OCT

Previous treatment Effective date New treatment

From 1 October 2026, employers must withhold payments previously treated as award transport
payments. These payments must also stop being identified under the former award transport
payment classification in Single Touch Payroll (STP) reporting. Employers must instead use an
appropriate allowance classification.

Because the change takes effect part-way through the 2026—27 financial year, employers must
consider how to transition reporting, including the cutover and zeroing-out methods described in
Australian Taxation Office (ATO) guidance. The appropriate approach depends on the employer's
circumstances and payroll solution.

What the practical work includes:
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Identify Define Update Verify
Affected payments Treatment before Configuration and Results and
and employees and after reporting evidence
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Earlier transactions may need to retain their original reporting treatment while later payments follow
the new rule. Year-to-date information must remain coherent, and the chosen transition method must
be understood in the context of subsequent reporting.

The requirement may be specific. The control challenge is familiar.

From Requirement to Controlled Change

A five-stage pathway makes the reasoning, system response and approval, traceable.

Assess Configure —ao| Test
Requirement System or — Expected vs
—n

and impact process actual

Approve Retain
Evidence and = Decision
exceptions record
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For the award transport payment change, start by identifying the payment codes used and which
employees received them during the financial year. Multiple configurations, inconsistent naming and
historical codes can make the affected population less obvious than expected.

Establish the required treatment before and from 1 October; identify the settings and reporting
classifications that need attention; determine the appropriate transition method.

Before Testing
Document the expected results. Reviewers need a defined standard, not simply a
result that looks plausible.

Four scenarios to test

When results differ from expectations, investigate the cause. It could be configuration, an employee
record, an existing payment code, an interface or source data that predates the change.

The objective is to distinguish a configuration defect from a data problem; is it a misunderstanding
of the requirement or an acceptable exception that needs documenting? Correcting the visible result
may not necessarily be the same as resolving the underlying problem.

4 Y4 Y4 Y4

Before only Both sides After only Retrospective
Payment received Payment received First payment Later adjustment
before the effective before and after received after 1 relates to an earlier

date, but not the change. October period.

afterwards.
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How Much Testing Is Enough?

Testing must reflect both the affected population and the ways the rule operates across the
organisation.

Consider payment codes, employee groups, locations, industrial instruments, historical transactions
and the consequences of failure. A change affecting withholding and statutory reporting may warrant
more extensive testing than a description change with no effect on calculations or external outputs.

Effective dates Payment history Employee groups

Before / on / after cutover None / prior / continuing Relevant populations

Treatment changes over time YTD and classification effects Conditions may differ
Data pathways Exceptions

Industrial instruments

Interfaces / source data Adjustments / inconsistent data
Awards / agreements : .
- : . Upstream issues can alter Determine whether scope must
Rule interpretation varies
output expand

Identify the variations most likely to alter the result. Testing every affected employee may be
unnecessary but testing only the simplest case risks missing the conditions that matter.
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Choose scenarios that cover relevant differences, including effective dates, payment histories,
employment conditions, year-to-date balances and combinations of payment types. If the initial
review uncovers inconsistent data or configuration, expand the scope before concluding that the
change is working as intended.

The Decision Test
Can the organisation explain why their chosen scenarios provide reasonable coverage
of the risks in their live payroll environment?

What Convincing Evidence Looks Like

Screenshots and emails can show that work occurred. They do not necessarily prove the
requirement was interpreted correctly, testing was adequate or approval was appropriate.

A useful evidence record connects five elements:

Requirement
What changed, its source, effective date and expected payroll outcome.

Assessed Impact
Employees, payments, processes, interfaces and reports to be considered.

System Response
Configuration, release or procedural change used.

Test Results
Scenarios, expected and actual outcomes and discrepancies investigated.

Decision
Approver, evidence reviewed, exceptions and follow-up actions.

Together, these elements let another informed person follow the reasoning behind the change.

Approvers don't need every technical detail. They need enough context to understand what was
intended, why the scenarios were selected and whether the results support the decision.

Unresolved issues must be visible. The record should explain their impact, whether the change can
proceed safely, who owns the next action and when it will be reviewed. An acknowledged, managed
exception is different from a problem simply left unresolved.
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Make Exceptions Visible
Record the impact, whether the change can proceed safely, who owns the next action
and when it will be reviewed.

The Record Must Outlast the People Involved

Experienced payroll employees often hold valuable knowledge about rules, payment codes and
historical decisions. If that knowledge is the only explanation for a configuration, the organisation
has a continuity problem.

Continuity Risk
Scattered correspondence and personal recollection should not be the only route back
to a payroll decision.

Documenting the requirement, reasoning, tests and approval allows future employees to understand
why the system behaves as it does without reconstructing decisions from scattered correspondence.
It also helps auditors and reviewers assess whether the approach was reasonable, given what was
known at the time.

The record should distinguish deliberate design from legacy configuration, otherwise a future team
may preserve or remove a setting based on assumption rather than evidence.

The Employer and Technology Provider Have Different Responsibilities

Payroll technology providers maintain relevant functionality and explain how new requirements are
accommodated within their systems.

Frontier Software supports Australian organisations as tax, superannuation and employment
requirements evolve, helping customers understand how regulatory changes are handled within their
payroll system.

Employers bring the knowledge of their workforce, employment arrangements, payment structures,
source data and internal processes. They must determine how a requirement applies, identify
affected employees and transactions, test the resulting treatment and approve the outcome.
Professional tax, employment or legal advice may be needed when the correct treatment is
uncertain.

-

Technology Provider

Maintains relevant functionality and Applies workforce and employment

explains how new requirements are knowledge, identifies affected employees
accommodated within the system. Frontier and transactions, tests the treatment and

Software supports organisations as tax, approves the outcome. Independent advice
superannuation and employment may be needed when treatment is
requirements evolve. uncertain.
\_ / \L J
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System capability establishes how a requirement can be supported. Employer testing and approval
establish whether the result is appropriate for the organisation's circumstances.

Clear product information, defined responsibilities and access to relevant expertise help payroll
teams assess complex changes. Employers retain accountability for their decisions but shouldn't
have to work out the system implications without meaningful support.

Six Questions to Ask Before the Next Change Goes Live

Before approving a material payroll change, ask:

a What changed and when must the new requirement take effect?

e Have we identified every relevant employee group, payment, process and report?

What must change in the system or payroll process?

Do our test scenarios cover the variations most likely to affect the result?

Do actual results match expectations and can we explain every discrepancy?

Could someone unfamiliar with this change understand and assess our decision six
months from now?

A gap doesn't automatically make a change unsafe. It shows where analysis, evidence or ownership
may need strengthening before approval.

Payroll rules will continue to evolve. The response should reflect each change's reach and
consequences, but the organisation must be able to show how the requirement became a payroll
result.

The Real Test
Completing the system update is the immediate task. Being able to explain and defend
the change long after the next pay run, is the real test.
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Can you prove the system changed?

When payroll rules change, getting employees paid correctly is only part of the job. You also need
evidence of how the requirement became a payroll result: how it was assessed, tested and approved.
Frontier Software helps your teams understand how regulatory changes are managed in your payroll
system, so every change can be explained and defended. Talk to Frontier Software about controlling

your next payroll change. www.frontiersoftware.com
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About Frontier Software

Frontier Software is a software and services organisation specialising in payroll and HR
transformation. With more than 40 years’ industry experience, Frontier Software supports
organisations to streamline payroll and HR operations, improve consistency and compliance and
make better use of workforce data. Whether you’re looking to optimise your current Frontier Software
solution or design a new approach, we help teams build HR processes that are clear, defensible and
ready for what’s next.
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‘ Commitment to customer
service is our number one priority. J

Michael Howard, Founder

This document is provided for informational purposes only and may include proprietary or
confidential material. While care has been taken to ensure the accuracy and reliability of the
information presented, the content reflects our understanding and views at the time of
publication and is provided on an “as is” basis. The information does not form part of any
contractand should notberelied upon as the sole basis for making decisions, nor should it
be interpreted as a commitment, warranty, or guarantee of any kind, including regarding
future products, features, or outcomes.

No representations are made as to the completeness, accuracy, or suitability of the material,
and we disclaim allimplied warranties, including warranties of merchantability and fitness for
a particular purpose. To the maximum extent pemitted by law, we acceptno liability for any
direct, indirect, incidental, or consequential loss or damage arising from the use of, reliance
on, or interpretation of this document, including any inaccuracies, omissions, or subsequent
changes.

The content may be updated or modified without notice, and we are under no obligation o
revise or maintain the information unless required by law. This document may not be copied,
distributed, orreproduced without prior written pemission. Readers should seekindependent
advice or verification where appropriate.
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