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The Australian superannuation landscape is on the brink of a significant transformation with the
introduction of Pay Day Super, set to take effect on 1 July 2026. It is important to note that, while an
overview has been released, the detailed design and the legislation to bring Pay Day Super into
effect is still being finalised. This anticipated initiative will fundamentally reshape how employers
manage their superannuation obligations, shifting from quarterly to payday-aligned contributions,
subject to legislative approval.

In this article, we will gather insights from Nicholas Karanikolaou, Subject Matter Expert for Pay Day
Super at Frontier Software, to provide a deeper understanding of the implications and preparations
needed for this potential change.

Understanding Pay Day Super

Pay Day Super mandates that clearing houses allocate the funds within 3 days and that employers
ensure funds are deposited into their employees’ funds within 7 days of their salary and wages. This
marks a substantial departure from the current quarterly payment schedule, designed to enhance
the timeliness and accuracy of superannuation payments.

As Nicholas points out, "This is a significant step forward for both employers and employees,
ensuring that contributions are made when they should be, thus improving financial security."

Implications for Employers

Financial Implications

The transition to Pay Day Super will necessitate increased cash flow requirements. Employers must
ensure sufficient funds are available to make contributions within the 7-day requirement. This could
significantly impact cash flow, particularly for businesses operating on tight margins. Additionally,
non-compliance can result in penalties, including fines and interest charges. Nicholas emphasises,
"Employers need to have robust systems in place to avoid penalties that could affect their bottom
line."

Administrative and Operational Changes

Employers may need to invest in new payroll software or modify existing systems to comply with Pay
Day Super requirements. This could involve changes to data entry processes, reporting, and
reconciliation. Additionally, internal processes for payroll administration and financial reporting may
require revision to ensure timely and accurate contributions.

Remember, while employers are obligated to remit contributions within 7 days, superannuation funds
and clearing houses have 3 days for allocation, which must be factored into planning.

The increased administrative burden associated with Pay Day Super could lead to higher labour
costs or necessitate additional resources. "The additional tasks may strain payroll staff," Nicholas
notes, "making it essential for businesses to reassess their operational capabilities."

Technological Considerations

To facilitate compliance, some employers may need to invest in new technology solutions, such as
cloud-based payroll software or integration tools. With more frequent transactions, maintaining
robust data security measures will be paramount. Nicholas warns, "Protecting superannuation data
against breaches is critical as we move towards more frequent contributions."
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Why Payroll Systems May Need Upgrading

Payroll systems might need updating for Pay Day Super, even if the task of making superannuation
contributions is already undertaken—albeit less frequently—for several reasons:

¢ Frequency of Contributions: The increased frequency of contributions (per pay period instead
of quarterly) could strain existing systems that may not be designed to handle such frequent
transactions, leading to potential errors or inefficiencies.

e Data Integration and Reporting: Pay Day Super may require more complex data integration
and reporting capabilities. Payroll systems need seamless connections with superannuation fund
systems to ensure accurate contributions while adapting to new reporting requirements.

e Compliance and Regulatory Changes: As regulations evolve, updating payroll systems
ensures compliance with current laws related to Pay Day Super, helping avoid penalties or legal
issues.

o Efficiency and Automation: Newer payroll systems often feature automation capabilities that
streamline the contribution process, reducing manual errors and saving time for payroll staff.

e Scalability: As businesses grow, their payroll needs change; updated systems can better
accommodate increased employee numbers and complex structures.

While making superannuation contributions may not be new, the increased frequency associated
with Pay Day Super necessitates updates to payroll systems to ensure compliance, efficiency, and
accuracy.

Benefits for Employees

Prompt and Consistent Contributions

Employees stand to benefit significantly from Pay Day Super through faster access to retirement
funds. Contributions will be deposited into their accounts within 7 days of their wages being paid,
allowing them to accumulate savings more quickly. This change also minimises the risk of lost or
delayed contributions.

"Regular and timely contributions can enhance employees' confidence in their retirement planning,”

states Nicholas. The predictability of these contributions facilitates better financial planning and
reduces stress regarding retirement savings.
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Potential for Higher Retirement Savings

With contributions made more frequently, employees can take advantage of compounding interest,
potentially leading to greater overall retirement savings. For instance, a median income earner aged
25 could be approximately $6,000 better off at retirement simply by receiving super contributions
more frequently.

Enhanced Financial Security

Employees may feel more confident about their retirement prospects with regular and timely
contributions to their superannuation accounts. Knowing that their retirement savings are being built
steadily can help reduce financial stress and anxiety.

Simplified Administration

The streamlined process associated with Pay Day Super will simplify the administration of
superannuation contributions for employees. With fewer administrative tasks and reduced
paperwork, tracking superannuation contributions becomes easier.

Regulatory Considerations

The Australian Taxation Office (ATO) will oversee the implementation of Pay Day Super, which may
involve enhanced data matching capabilities and more frequent audits. Additionally, updates to the
SuperStream system will be necessary as the allocation deadline for super funds is reduced from
20 business days to just seven.

Challenges Ahead
« System Interoperability: Ensuring seamless integration between employer payroll systems,

clearing houses, and superannuation funds will be crucial.

» Data Security: Robust data security measures are essential given the increased frequency of
transactions.

o Error Handling: Efficient processes must be developed for identifying and rectifying errors in
contribution cycles.

o Education and Training: Extensive education programs are needed for employers, payroll
professionals, and fund administrators.

4 | Navigating the Shift: Preparing for Pay Day Super in Australia Public



Frontier
_—‘—-—*—_\,

o Transition Management: Managing the transition from the current quarterly system to Pay Day
Super will require careful planning and execution.

Preparing your Organisation for Transition

Audit Current Systems
Conducting a thorough audit of existing payroll systems is essential. This involves:

e |dentifying System Capabilities: Evaluate whether current payroll software can handle the
increased frequency of superannuation contributions. Determine if it supports real-time
processing and timely reporting.

e Assessing Compliance Features: Check if the system has built-in compliance features that align
with the new Pay Day Super regulations, including reporting formats and data integration with
superannuation funds.

e Spotting Gaps: Identify any gaps in functionality that may hinder compliance or efficiency, such
as limitations in handling multiple payment frequencies or inadequate reporting capabilities.

Engage with Software Providers

Until the legislative details of Pay Day Super are finalised, payroll providers have no more information
than any other business. However, once the legislation is passed and payroll providers have
reviewed the new requirements, organisations can then prioritise discussions with their payroll
software providers to ensure a smooth transition. Key areas of discussion could include:

e Upgrading Systems: Once the specifics are clear, talk with your provider about potential system
upgrades or modifications. Ensure that the software can handle the new requirements for real-
time superannuation contributions and reporting.

e Compliance Features: Confirm that the software will be updated to include all necessary
compliance features, such as automated notifications for contribution deadlines and integrated
reporting capabilities that meet the new legislative standards.

e Exploring Advanced Solutions: If your current system is outdated or lacks essential functionality,
consider exploring new software solutions that offer enhanced features like improved
automation, advanced data security, and easier integration with superannuation funds.

e Customisation and Scalability: Discuss whether your payroll system can be customised to fit the
specific needs of your organisation and whether it will scale easily as your business grows or as
regulatory requirements evolve.

e Planning for Implementation: Once the software provider understands the legislation, request a
detailed implementation plan, including timelines, training for your payroll team, and ongoing
support.

Review Cash Flow Management
A comprehensive review of cash flow management practices is vital due to the shift from quarterly
to pay period superannuation payments. Consider the following:

e Impact Analysis: Assess how more frequent payments will affect cash flow projections. Calculate
the additional cash reserves required to meet pay day payment obligations without disrupting
operations.

e Budget Adjustments: Modify budgets to account for the increased frequency of outflows. This
may involve reallocating funds or adjusting spending in other areas to maintain liquidity.
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e Cash Flow Forecasting: Implement cash flow forecasting tools to anticipate future cash
requirements based on payroll cycles and superannuation contribution schedules.

Train Staff

Training is essential for ensuring that payroll teams are well-prepared for the transition. This includes:

e Understanding New Requirements: Provide comprehensive training on the new Pay Day Super
regulations, including timelines, compliance obligations, and reporting requirements.

e Hands-On Workshops: Conduct hands-on workshops where staff can practice using updated
systems and processes in a controlled environment.

e Ongoing Support: Establish a support system where staff can seek assistance as they adapt to
new procedures and technologies.

Plan for Compliance
Developing a robust compliance strategy is crucial for meeting new regulatory requirements. This
involves:

e Creating Compliance Checklists: Develop checklists that outline all compliance requirements
related to Pay Day Super, including payment deadlines and reporting formats.

e Implementing Monitoring Systems: Set up monitoring systems to track compliance with Pay Day
Super regulations continuously. This may include automated alerts for upcoming payment
deadlines or discrepancies in contributions.

e Regular Reviews: Schedule regular reviews of compliance processes to ensure they remain
effective and up-to-date with any changes in legislation or best practices.
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Checklist for Pay Day Super Readiness

To help businesses prepare for the implementation of Pay Day Super

Review and update payroll systems for pay day processing

Assess cash flow impact and adjust financial planning

Ensure compliance with the 7-day payment window

Update internal processes for STP reporting

Train payroll staff on new requirements

Communicate changes clearly with employees

Engage with super funds about their readiness

Implement error-checking processes

Establish regular audits for ongoing compliance

Consult with experts if needed

Develop contingency plans for potential issues

Ensure all employee super fund details are accurate

Conclusion

The introduction of Pay Day Super represents a significant shift in Australia’s superannuation
landscape. While it presents challenges, it also offers opportunities for businesses to streamline their
payroll processes and enhance employees' financial wellbeing. By starting preparations early and
staying informed about enacted regulatory updates, organisations can navigate this change
successfully.

Nicholas is quick to remind us, "Embracing these changes now will not only ensure compliance but
also position businesses as forward-thinking employers committed to their employees' financial
futures."

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 optimize your
existing Frontier Software solution or create a completely new system tailored to your business
needs.
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