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When Payroll Goes Wrong: A Hypothetical Scenario

Because global economic ripples don't always announce themselves with fanfare. Sometimes, they
arrive quietly - lapping gently at first around your ankles, before you suddenly find yourself standing
in deeper water than you ever anticipated.

The following scenario illustrates the type of payroll crisis that could affect Australian businesses:

Monday, 8:15 AM: Finance Director Melissa Cheng's phone won't stop ringing. Dozens of employees
haven't received their correct entitlements under the Manufacturing Award. Some were overpaid by
thousands, creating tax complications. Others are missing significant amounts, including
superannuation, overtime loadings, and penalty rates they're legally entitled to.

By Wednesday, the company has notified the Fair Work Ombudsman about the potential
underpayments, as required by law. The CFO wants answers immediately. Meanwhile, the payroll
team — understaffed and using outdated systems — is manually recalculating 857 payslips spanning
six months.

The final tally in this illustrative example: $427,000 in back-payments, $85,000 in administrative
costs, and immeasurable damage to employee trust.

For this fictional Australian manufacturing company, what began as "minor discrepancies" in their
payroll system cascaded into a compliance nightmare — one that could have been prevented with
properly trained staff and Australian-built payroll solutions.

This scenario, while fictional, represents real risks your company could face.
The Qualification Crisis: Australia's Skills Shortage in Payroll

Australia is experiencing a critical shortage of qualified payroll professionals. This shortage comes
at a time when payroll legislation is rapidly evolving, with regulatory requirements continuously
increasing in both number and sophistication. In 2023, a report from the Australian Payroll
Association (APA) highlighted that over 45% of Australian businesses are struggling to fill payroll
positions with adequately skilled staff. The shortage is not just about hiring more people — it's about
hiring people with the right qualifications, experience, and up-to-date knowledge.

Many businesses, in a rush to fill the gap, are hiring payroll staff without formal training or an
understanding of the intricacies of Australian payroll legislation. The result is that payroll teams are
often operating with limited formal education, relying on "legacy knowledge" — processes passed
down from previous generations of payroll staff. While this might work for a while, it doesn't bode
well for the ever-changing compliance environment.
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More concerning is that, in some cases, payroll professionals are not properly trained to use the
software that enables the calculations behind the payroll process. Without this knowledge, they are
often unable to ensure that pay calculations align with the latest tax rates, awards, and
superannuation entitlements. Even if the software functions adequately, solutions built outside of
Australia may not be designed to handle the unique requirements of our payroll — leaving
organisations vulnerable to costly mistakes.

System Failure: Why Payroll Mistakes Happen

Many payroll professionals still approach their jobs as a basic data-entry task, relying on old methods
and outdated software. However, with the increasingly intricate nature of Australian payroll laws,
payroll is far more than simply "inputting numbers"; it's about interpreting awards, ensuring
compliance with the Fair Work Act, calculating superannuation, and managing employee
entitlements, among many other responsibilities.

In many organisations, payroll staff have learned their craft on the job. Without formal qualifications
or an understanding of the capabilities of their payroll solution, they rely on the way things were done
before. Unfortunately, this "we've always done it this way" approach doesn't equip payroll staff with
the knowledge to navigate the increasingly intricate and dynamic legislative landscape.

To make matters worse, the payroll software many organisations use is often outdated or not fit for
purpose. With workarounds and patches hastily applied over time, these systems may no longer be
able to meet current payroll requirements. Some businesses are still relying on legacy systems that
were never designed to meet Australian conditions, leading to incorrect tax calculations,
underpayments, and even non-compliance with superannuation obligations.

It's also common to see payroll teams working with systems that don't offer the flexibility required to
handle modern requirements. These systems often require manual intervention or ad-hoc solutions
that can lead to errors. Additionally, the staff working with them may not fully understand how these
systems were configured or the logic behind their calculations, increasing the risk of costly mistakes.

Red Flags: Is Your Payroll Function at Risk?

1. No Formal Qualifications: Payroll is handled by staff without accredited training, relying solely
on job-based learning.

2. Processes Based on 'What We've Always Done': Tasks are performed in a set way because
that's how it was done by the predecessor—without questioning its accuracy or efficiency.

3. Frequent Use of Manual Workarounds or Software Patches: Payroll systems rely on manual
overrides or software patches to meet current regulatory standards, rather than using built-in
functions.

4. Inability to Explain Awards or Compliance Rules Clearly: Payroll staff struggle to explain key
aspects of compliance, such as modern awards, Fair Work entitlements, or superannuation
regulations.

5. Reluctance to Undergo External Reviews or Audits: Staff resist independent audits or
external checks, often under the misconception that they already "know it all* and that everything
is compliant.

What Can Go Wrong — and Why It Matters

When payroll is mishandled, the consequences are immediate and significant. Incorrect pay rates,
missed entitlements, and inaccurate tax deductions all add up to more than just angry employees —
they can lead to legal trouble, financial penalties, and a damaged reputation.
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Let's take a closer look at some of the risks:

Underpayment or Overpayment of Staff: Incorrect pay calculations can lead to employees being
underpaid, resulting in legal claims for back pay and compensation. When underpayments are
discovered, employers are legally required to report them to the Fair Work Ombudsman, who may
conduct an investigation. Conversely, overpayments can lead to financial strain and the need to
reclaim those funds, often causing employee dissatisfaction and confusion.

Superannuation Non-Compliance: Superannuation is a critical part of employee pay, yet many
payroll teams still struggle with the accurate calculation and timely payment of superannuation
entitlements. Failing to meet superannuation obligations can lead to penalties from the Australian
Taxation Office (ATO) and damage to the employer's reputation.

Fair Work Compliance Risks: Incorrect award interpretation or misclassification of employees can
expose a business to serious compliance risks, including penalties and legal action by employees
or unions. The Fair Work Commission regularly investigates such breaches, with severe financial
consequences.

Financial Penalties: In addition to back pay claims, businesses found to be non-compliant with
payroll legislation can face hefty fines. These can quickly escalate into millions of dollars if the errors
are widespread.

The Smarter, Safer Payroll Solution: Built for Australia

Given the intricacy of Australian payroll, businesses should be looking for a solution that's built for
the unique needs of the local market. Payroll systems designed specifically for Australian conditions
ensure that businesses can meet regulatory demands without the constant need for patches,
workarounds, and manual interventions.

Why settle for a generic, overseas payroll solution when you can choose software tailored to
Australian regulations? Payroll systems built here in Australia consider local tax rules, modern
awards, and superannuation obligations. By using a solution designed with Australian businesses in
mind, you ensure that your organisation is always up-to-date and fully compliant — without relying on
external consultants or developers to make changes.

Moreover, Australian-built payroll systems are designed to handle the intricacies of our local
conditions. Whether it's seamlessly calculating pay rates under the modern awards system or
adjusting to the latest tax tables, these systems are built to adapt as the regulatory landscape shifts.
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Building a Stronger Payroll Capability

Organisations need to take immediate steps to assess their payroll functions. The first step is to
conduct an internal audit of your payroll processes and staff capabilities. This includes reviewing the
qualifications and experience of your payroll staff, assessing the tools and systems they use, and
understanding whether those systems can adequately handle the intricacies of Australian payroll
law.

External audits, such as those provided by the Australian Payroll Association (APA), are an excellent
way to identify gaps in compliance and highlight areas for improvement. The APA offers a
comprehensive payroll audit service that reviews everything from system functionality to payroll team
training and overall compliance with relevant laws.

Investing in training is another crucial step. Formal qualifications, such as the APA's Certificate IV in
Payroll Administration and Diploma of Payroll Management, provide payroll professionals with the
skills and knowledge needed to navigate today's intricate payroll landscape. Payroll staff who hold
these qualifications are better equipped to make informed decisions, identify potential risks, and
ensure that the payroll process runs smoothly.

Finally, businesses should give priority to modernising their payroll systems. Legacy software may
no longer be up to the task, and the risk of errors and non-compliance is simply too great. Investing
in Australian-built payroll solutions ensures that your business stays ahead of regulatory changes,
minimises risk, and, most importantly, ensures that your staff are paid correctly — every time.

Don't Wait Until it's Too Late

Payroll is not just a numbers game; it's a cornerstone of your business's reputation, legal compliance,
and employee morale. Accurate and timely payroll is fundamental to maintaining workplace trust and
wellbeing — when employees don't receive their correct entitlements, the negative impact on morale
can ripple throughout your entire organisation.

With the payroll skills shortage in full swing, now is the time to assess whether your payroll function
is up to the task.

Don't wait for a crisis to expose the gaps in your payroll system. By investing in qualified payroll staff,
modernising your payroll software, and ensuring regular audits and training, you can safeguard your
organisation against costly mistakes and potential penalties.

The choice is simple: choose payroll systems built for Australian conditions and choose a team that's
ready to handle today's challenges. Your business, and your employees, will thank you for it.
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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.J

Michael Howard, Founder

This communication contains general information only. Frontier Software Pty. Ltd.,
its affiliates, and related entities (collectively, "Frontier Software") do not, by means
of this communication, provide professional advice or services. Before making any
decisions or taking any actions that may affect your financial or business situation,
you should consult a qualified professional adviser. No representations, warranties,
or undertakings (express or implied) are made regarding the accuracy or
completeness of the information in this communication. Frontier Software, its
affiliates, related entities, employees, or agents shall not be liable or responsible
for any loss or damage whatsoever arising directly or indirectly from any reliance
on this communication. Frontier Software and each of its affiliates and related
entities are legally separate and independent entities.

Please consider the information contained in this presentation as commercial in
confidence.
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