AUSTRALIAN ll PAYROLL -
ASSOCIATION

2025

Payroll
Al Adoption
Report

)

A

@
N
(=}
N
(&)
>
e
I
~+
=
bl
=
=
o
Q
<
n
o
=4
&
%
o
@,
O
c

Supported and Sponsored by
O access




AUSTRALIAN ll PAYROLL
ASSOCIATION

CO N te N tS INEFOAUCHION 1o 3

ALAOPLION....cvieieieceeiecectece ettt eeeaeas 4
Understanding & Confidence in Al........cccoevvvvenenirvennenen. 6
Challenges & Concerns in Payroll Al Adoption................ 7
Future Outlook for Payroll Al..........ccceeeeveeveeeeceeeeeenenens 9
Professional Development..........cccoeceeeevieneneecienneennene. 11
Recommendations for Organisations and Vendors ..... 12
CloSiNg REMAIKS .....coeviririririeereneneeee e 13

. 2025 PAYROLL Al ADOPTION REPORT © 2025 Australian Payroll Association. All Rights Reserved.



INntroduction

© 2025 Australian Payroll Association. All Rights Reserved.

Artificial intelligence (Al) is reshaping the way
organisations operate. Yetin payroll, one of the
most critical functions in any business, Al adoption
remainsin its early stages. Sponsored and supported
by The Access Group, Australian Payroll Association
has undertaken this industry first Payroll Al Adoption
Survey to establish a clear baseline of where the
profession stands today, what barriers exist and how
organisations can prepare for the future.

Based on data collected in August 2025 from

856 employers, this report reveal both significant
challenges and enormous opportunities in payroll
Al. While adoption is still emerging, there s strong
recognition of Al’s potential to reduceerrors,
strengthen compliance, detect fraud and

boost efficiency.
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Al Adopti
Overall Adoption
Al adoption in payroll remains in its infancy, with the 2% 0.2%
survey revealing that nearly half of organisations ikl Fully integrated

(49%) report no adoption at all. A further 19% are
experimenting through pilot projects and 17%
have begun to automate some processes. However,
only 2% have reached the point of widespread
implementation.

These findings demonstrate a clear disconnect
between the potential of Al in payroll and its
current application. For most organisations, Al in
payroll is still viewed as a future opportunity rather
than a current reality, highlighting both the scale
of untapped potential and the need for greater
investment in building the right skills, upgrading
systems and increasing staff confidence.

Adoption by Company Size

Adoption by organisation size is led by

Enterprise Organisations
(1,000+ Employees)

which are the most likely to be
running pilots or have some

Large Organisations

implemented Al and optimised Al

Unsure

17%

Some o
%
processes 49 ?
automated No Al
Adoption

19%
Limited Pilot
Projects

Small and Medium

automation in place (46%).
However, even at this scale,
enterprises report significant
barriers, particularly a lack of
internal knowledge and skills,
as well as resistance to change
among staff. This indicates that
while resources and investment
capacity give larger employers
a head start, capability gaps still
slow progress.

(250-1000 Employees)

show a mixed picture, with some
moving into early adoption but
the majority remaining cautious.

Many in this group appear to
be testing Al in contained areas
while holding back from wide
scale deployment, reflecting both
opportunity and hesitation.

Organisations
(1-250 Employees)

report the highest levels of
no adoption (53%). For these
businesses, cost constraints
and low internal knowledge are
the most likely barriers. While
interest exists, the challenges of
resourcing and confidence mean
Al adoption is not yet a priority.
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Drivers of Adoption

Survey results show that payroll teams are the leading drivers of Al adoption, with 14% of respondents crediting payroll
professionals as the initiators. Other groups play smaller roles:

~ = N w -
14% 1% 9% 6% 8%

Payroll Executive

) IT Departments HR Software Providers
Professionals Leadership
(CFOs, CEOs)

Importantly, almost 49% of organisations reported that Al has not been adopted at all with a further 6% unsure who drives it.

This pattern highlights that payroll Al adoption is primarily bottom up, emerging from operational teams rather than being
mandated at the executive level. Payroll professionals are identifying day-to-day inefficiencies and pushing for solutions,
while leadership is not yet treating payroll Al as a strategic priority.

Software Providers’ Role

When asked about their
payroll software’s Al features,
respondents revealed a
significant knowledge and
capability gap:

32.7%

were unsure what Al their system offered

3%

reported their software had no Al features at all

This suggests that while some 12.7%
vendors are embedding Al into
their products, end-users either
don’t know it exists or don’t
recognise how to use it effectively.
Providers may be over-marketing

Al capability without ensuring

identified basic features

6.5%

reported comprehensive Al features

6.3%

customers understand or can
apply it. noted limited, niche Al capabilities
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Understanding
& Confidencein Al

Confidence
in Al

Top Three Best Use
Cases for Al

Confident in their understanding of Al Pay calculations and award interpretation

Believe it strengthen fraud detection

and prevention Compliance monitoring

See Al as a powerful tool for compliance

Reporting and data analysis
and reduce error rates P & -

Payroll professionals recognise Al’s potential but When asked about the best use cases for Al,
remain cautious in their outlook. While 74% of payroll respondents identified reporting and data analysis
professionals see Al as a powerful tool to enhance (65%), compliance monitoring (59%), and pay
compliance and reduce errors rates and over half calculations and award interpretation (54%) as the
(51%) believe it is best positioned to strengthen fraud top three tasks where Al could deliver the greatest
detection and prevention, confidence levels remain improvements.

low. Only 5% describe themselves as very confident
in their understanding of Als potential application in
payroll, with almost two-thirds sitting in the low to no
confidence range.

There is a clear misalignment between perception and reality. Payroll professionals see Al as a catalyst for delivering smarter
and more strategic payroll outcomes. They want to move beyond hindsight driven processes toward foresight and predictive
intelligence supported by machine learning. Al is expected to enable proactive decision making and strengthen key risk
areas such as compliance management and fraud detection.

Current adoption remains focused on basic automation of data handling and routine system tasks. Closing this gap will
require targeted education to build capability and confidence, along with vendor solutions that directly address payroll’s
compliance priorities. The growing alignment between professional expectations and technological progress creates strong
potential for rapid adoption as knowledge and system readiness improve.
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Challenges & Concerns
in Payroll Al Adoption

Data Privacy & Compliance Risks

The survey makes clear that data privacy and security (71%) and compliance and audit risk (38%) remain the most pressing
concerns for payroll professionals when it comes to Al. Payroll systems manage highly sensitive personal and financial data
and the introduction of Al heightens fears around:

Regulatory Compliance

Concerns that automated decision-making
could misinterpret legislation or awards
leading to compliance failures.

Data Privacy Breaches
Uncertainty about where data is stored and
how it may be used or exposed by Al tools.

This reflects payrolls risk first culture, where confidence in adopting new tools is directly tied to assurances around
governance, auditability and compliance safeguards.

Skills Gaps

Arecurring challenge highlighted is 46% of respondents have a concern with the lack of Al internal knowledge or skills gap
within the payroll team. Many respondents indicated they lack the technical knowledge to:

8 ] %o
&5 @)
Understand how Al works Evaluate vendors’ claims Confidently manage
in payroll systems about Al functionality Al-driven outputs

This gap contributes to the broader low confidence levels seen across the survey and reinforces the need for targeted
training and industry wide education initiatives.
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Resistance to Change

Resistance to Al adoption remains an issue. While not universal, a significant number of respondents reported some or
strong resistance within their organisations.

This resistance is both cultural and practical: staff worry about job displacement, while managers question whether Al will
genuinely deliver more accurate or cost-effective results than current processes.

Without strong change management, early Al initiatives risk being seen as disruptive rather than enabling.

Confidence in Technology Readiness

When asked about their payroll systems’ ability to integrate Al effectively, confidence levels were generally low to moderate,
with many respondents either not confident or unsure that their current technology stacks are ready. This reflects
integration challenges, as many legacy payroll platforms were not built for advanced analytics or machine learning, along
with vendor limitations, where users report either a lack of Al features or uncertainty about what their systems actually offer.
Combined with resistance to change and concerns over data privacy and compliance, this lack of confidence helps explain
why adoption remains limited despite strong recognition of Al’s potential.

O access

Transform payroll
with Secure Al

Access Payroll - Powered by Al

Security First: Enterprise-grade protection with ISO
42001 Certification

Al-Powered Accuracy: Automate calculations and detect
anomalies before they become issues

CoPilot Assist: Your digital Al assistant for smarter, faster

Compliance Built-In: Stay ahead of legislation effortlessly .

Time-Saving Efficiency: Process payroll faster and
smarter

( O accessMicrOpay €

O access Definitiv® »
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The survey results reveal that while actual adoption of Al in payroll remains low, there is clear momentum building

toward investment over the next 12-24 months. Currently, 10% of organisations report that they are actively planning or
implementing Al projects, signalling that early adopters are beginning to move from exploration to action. A further 28% are
engaged in discussions or considering future investment, suggesting growing awareness of Al’s potential even if concrete
plans are not yet in place. However, a significant proportion of organisations remain undecided or cautious, reflecting
ongoing concerns around cost, skills and system readiness.

W

Enterprise organisations (1000+
employees) are more likely to be
actively planning investments,
reflecting both greater resources
and pressure to modernise.

SMEs (1-250 employees) show
the lowest levels of planned
investment, likely constrained by
cost and limited vendor solutions
tailored to their scale.

000

i

By industry, finance, professional
services and technology-related
sectors are leading the investment
curve, while manufacturing, retail
and logistics remain hesitant.

Signalling that payroll Al adoption is likely to remain uneven with larger, compliance heavy industries moving first and
smaller or cost sensitive sectors following later.
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Expected Benefits

Respondents outlined several desired outcomes from Al adoption, indicating that organisations view payroll Al mainly
through a pragmatic, risk focused lens and prioritising efficiency and compliance ahead of transformative change.

Top 3 Expected Outcomes

Greater compliance
and confidence

45% 41%

Reduced manual Higher payroll
work for staff accuracy

36%

Transformation Expectations

When asked about the potential impact of Al over the next five years:

A relatively small group expect major transformation,
where Al significantly reshapes payroll.

Most respondents anticipate a moderate transformation, with
incremental improvements in accuracy, efficiency and governance

This suggests that payroll professionals believe Al will change how payroll operates, but expectations are tempered and
practical. The prevailing view is that Al will enhance rather than replace payroll professionals, particularly in compliance
heavy environments.

A minority foresee only minor or no transformation, reflecting
continued scepticism in some quarters.
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Professional
Development

The survey highlights a significant skills
gap that organisations must address

to enable effective payroll Al adoption.
Payroll professionals clearly recognise the
capabilities required, with 70% identifying
“understanding how Al works in payroll
systems” as the top priority, followed by
risk management and compliance in Al
environments (60%), data analysis and
Communication and change management  jnterpretation (50%) and communication
and change management (35%). Strikingly,
only 0.5% of respondents felt no new skills
Risk management and compliance were needed, underscoring widespread
nAlenvirenments acknowledgement of the capability gap.

No new skills were needed

Data analysis and interpretation

“Understanding how Al works in
payroll systems” is the top priority

Beyond technical literacy, respondents emphasised the importance of critical thinking and oversight, ensuring that
professional judgement remains central when interpreting Al driven outputs and that legislation and award interpretation
are correctly embedded. They also noted the value of change management and communication skills to help payroll leaders
guide teams through Al driven transitions and reduce resistance.
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Recommendations for
Organisations and Vendors

For Organisations

The survey findings highlight that most payroll teams are at the early stages of Al adoption, with confidence and capability

still developing. To move forward, organisations should:

o
o Yo
\ !

Invest in Skills
and Training

Build Al literacy within
payroll teams, focusing
on compliance, risk
management and data
analysis.

For Vendors

=)

Embed Change
Management

Address cultural
resistance by
communicating that Al
is designed to augment,
not replace, payroll
professionals.

[—
Start Small, then Scale

Build Al literacy within
payroll teams, focusing
on compliance, risk
management and data
analysis.

:@L

Engage Leadership

Elevate payroll Al
from an operational
experimentto a
strategic initiative by
involving CFOs,
HR directors and
executives.

Payroll software providers play a critical role in shaping Al adoption. To build trust and uptake, vendors should:

©

Close the
Awareness Gap

Many respondents were
unsure whether their
systems had Al features.
Vendors must provide
clearer communication,
training and
demonstrations.

Prioritise
Compliance-focused
Al

Align solutions
with payroll’s top
concerns: data privacy,
compliance monitoring
and fraud detection.

2025 PAYROLL AIADOPTION REPORT

Build Transparency
into Tools

Explain how Al-driven
recommendations are
made with auditability
and controls that
reassure payroll teams
and executives alike.
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Partner on Capability
Development

Support clients with
training, guides and
case studies that make
Al accessible and
relevant.



Closing
Remarks

As payroll professionals, we have always stood at the
intersection of compliance, accuracy, and trust. This report
confirms what many of us already know, while the adoption
of artificial intelligence in payrollis still emerging, its
potential to transform the way we work is extraordinary.

The insights gathered here reflect an industry that is ready
to evolve but also one that must do so deliberately, with a
strong foundation of governance, skills, and confidence.
Payroll teams are already leading the early charge,
identifying opportunities to reduce errors, strengthen
compliance, and increase efficiency. But to fully realise the
benefits of Al, we must close the skills gap, address privacy
and compliance concerns and demand more clarity and
partnership from technology providers.

This is not a moment to wait and see, it’sa moment to shape
the future of payroll. Al will not replace payroll professionals,
it will elevate the work we do, allowing us to focus on
strategic outcomes and ensure people are paid correctly,
every time.

At Australian Payroll Association, we are proud to support
payroll professionals and employers on this journey.
Together, we can build a future where payroll remains not
just accurate and compliant, but smarter, stronger, and more
resilient than ever.

Tracy Angwin

Founder and Non-executive Director,
Australian Payroll Association
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Meet

jBeryl

Australia’s Smartest
Payroll Assistant

Navigate Payroll Complexity with
Confidence Payroll Expertise.
Any Time You Need It.

Getting accurate answers to complex payroll questions can be time consuming... until now. Beryl, your
personal payroll expert, combines the deep expertise of the Australian Payroll Association with advanced
knowledge technology to provide you with reliable payroll information right at your fingertips.

Why You'll Love Beryl:

e @ e 2
Always Accurate - Speaks Your
. Save Time
Available and trusted Language
No more waiting for Powered by APA’s Reliable support so Technical payroll
responses or hunting curated knowledge you can focus on guidance delivered in
through legislation base (not generic high-value work plain English (or
internet sources) Mandarin, Hindi, Spanish,
or your preferred
language
\ /L AN AN St J

Berylis now available as part of
Australian Payroll Association Membership [ ]

AUSTRALIAN ll PAYROLL
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No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any
form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the
prior written permission of Australian Payroll Association, except where permitted by law.

This report is provided for general informational purposes only. It does not constitute professional,
legal, or financial advice. Australian Payroll Association accepts no responsibility for any loss that
may arise from reliance on information contained herein.

All trademarks, logos, and brand names are the property of their respective owners. Use of these
does not imply endorsement.

Contact Us:

Australian Payroll Association

PO Box 1208 Rozelle NSW 2039

Phone: +1300 749 749 AUSTRALIAN l PAYROLL O aCCess
ASSOCIATION

Email: info@austpayroll.com.au

Website: www.austpayroll.com.au
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