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EXECUTIVE SUMMARY 
This investment case documents the justification for planned investment in payroll. It is based on the 
planning undertaken to date, the estimated costs (development, implementation, ongoing operations and 
maintenance), the anticipated business value to be gained and the associated risks. 

It is proposed to invest in a payroll solution renewal through the FY22/23 to FY26/27 regulatory period 
(referred to herein as 2023-27). The proposed investment is required to address the following drivers: 

• Requirement for renewal of aging payroll system capability for sustainability, supportability 
and security 

The system supporting Powerlink’s payroll business function is approaching end-of-life. An 
investment in renewal is therefore needed to provide efficient, sustainable and secure system 
capability to support this critical business process.  

• Opportunity to leverage investment for standardisation of the payroll system 

Powerlink is currently undertaking work to refresh and modernise its Enterprise Resource Planning 
(ERP) solution to the latest S/4 HANA. This solution includes financial management, procurement 
management, contract management, investment and asset management, project management, 
supply chain management, CRM, infrastructure and field delivery and warehousing. 

As such, the organisation is migrating from SAP ECC6 to SAP S/4HANA, with the initial rollout of 
business functions including financial management, and procurement management. Powerlink 
already has an investment in SAP SuccessFactors. This provides an opportunity to standardise the 
legacy ECC6 Payroll into the new SAP landscape. 

Standardising payroll to the new SAP landscape removes the need to keep the legacy platform 
running once other enterprise areas have been migrated to S/4HANA. The move to a modern system 
will ensure legal and regulatory compliance changes to payroll will be able to be met now and into 
the future in a planned and vendor supported function.  

The risk benefits gained from investment in the recommended option will reduce likelihood of operational 
impact as a result of system downtime, and integrating with a legacy system. It increases the  likelihood 
of strategic alignment as a result of reducing licensing opex and making efficient use of cloud and 
emerging technologies. It also contributes to cybersecurity risk reduction through optimised, modern 
capability. 

The following three options are considered: 

• Option 1: Base Case (counterfactual) – Retain existing systems and defer replacement 

• Option 2: Cyclic renewal and standardisation of payroll system (Recommended) 

• Option 3: Test the market for a non-SAP replacement for payroll 

 

The inititative value assessment results reflect a strong alignment, on or near or beyond 75% across all 
four assessment parameters; Strategic Alignment and Value, Ease of Business Change, Architecture 
Alignment and Ease of Delivery and Operation. 

It is recommended that Option 2 be implemented as the least cost solution to meet the identified need. 
Total forecast non-network (IT) expenditure for the recommended option is  capex and  
opex (FY21/22 real terms) with an NPV benefit of $0.57 million relative to the base case counterfactual. 
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1.2. Investment Objectives 

This investment in payroll renewal will deliver on the following objectives: 

• Ensure the ongoing supportability and sustainability of this critical business system enabling 
Powerlink’s ability to meet legal compliance with vendor support aligned with Powerlink’s defined 
application asset life cycle principles. 

• Support business process efficiencies through: 

o Removal of maintaining ECC6 (system consolidation and integration); 

o Enabling better integration with SAP S/4HANA; 

o Enabling better integration with cloud services; 

o Enabling legal compliance through a vendor supported  updated platform; and 

o Enabling a platform that improves business process efficiency through a modern, supported and 
updated Payroll platform. 

• Reduce risk through maintaining legal compliance through a platform that has dynamic updates for 
ongoing maintenance of payroll, penalty and allowance legislation. 

1.3. Alignment with IT Application Management Guidelines 

Powerlink’s applications are maintained for supportability, sustainability and security consistent with 
application asset lifecycle management (ALM) principles underpinned by the “PACE” model developed 
by global research and advisory firm Gartner. 

Under the Gartner PACE model, applications are classified as either Systems of Record, Systems of 
Differentiation or Systems of Innovation with considerations of: 

• The nature of business processes supported by the application; 

• The pace of change in both the business areas and technology domain; 

• The strategic focus for the business area; 

• The nature of stakeholder ownership; and 

• Risk and funding models. 

Consistent with these various considerations, the PACE model identifies typical expected application 
service life and the corresponding prudent planning horizons. The guidelines provide forecast upgrade 
and renewal timeframes based on these classifications to maintain effective, sustainable and supportable 
business solutions across an asset’s lifecycle. 

Figure 1 (over page) depicts the Gartner PACE model’s expected application service life and planning 
horizons for each application category, as well as Powerlink’s corresponding asset lifecycle management 
guideline applicable to each category.  
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1.5. Investment Overview 

Powerlink’s payroll system is core to the operation of Powerlink as the means to providing the correct 
remuneration to its staff. The proposed investment in renewal of the payroll capability is essential for 
ongoing efficient and sustainable business operations as continuous changes in payroll legislation 
(including taxation and enterprise bargaining) need to be aligned with a vendor supported application.  

 Current State (2020) 

Payroll 
Powerlink’s payroll capability is currently enabled by SAP ECC6 which was implemented in 2000.  The 
current solution is primarily used by a small payroll team who perform fortnightly payroll runs. SAP ECC6 
Payroll is core to Powerlink meeting its taxation and regulatory compliance for payroll and financial 
reporting and Powerlink contractual agreements to customers and employees. 

 Target State (end of proposed investment) 

Through this asset lifecycle renewal investment, Powerlink will seek to optimise, standardise and renew 
its payroll system with contemporary capability for long term efficiency, sustainability and supportability.  

The rationalisation of systems will support the simplification of processes and enhance the integration 
with the BW (Business Warehouse) and ERP systems for financial reporting.  

This renewed capability will be integrated with the refreshed ERP solution to support holistic analytics and 
reporting and efficient end-to-end payroll and people management processes.  
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2.1. OPTION 1: Base Case (Counterfactual)  
Retain existing payroll system and defer replacement  

The base case (counterfactual) is an assessment of the forecast expenditure and implications if the 
proposed option(s) do not proceed. 

Under this option, renewal of the payroll capability would be deferred until the 2028-32 regulatory period. 
Investment in the coming period would be limited to standard maintenance and security updates to 
ensure the products remain supportable with no new major releases being implemented. Delaying 
investment in payroll would result in additional costs associated with supporting a legacy system including 
extended support costs and licensing with SAP, additional integration effort to keep aligned with other 
Financial and People data, along with additional internal support costs and loss of time associated with 
managing, maintaining and working across SAP S/4 and the legacy ECC6 system.  

 Base Case Assumptions 

The base case has been estimated based on the following assumptions.  

Construction Cost and Scope Assumptions  

• Annual investment over the coming regulatory control period will be limited to 
supporting maintenance and minor upgrades to maintain support.   

• Lifecycle maintenance of existing hardware, operating system and database management 
systems will occur as part of other funded initiatives.   

• Vendor support for functional changes to these systems will be minimal. Consequently, no capital 
expenditure has been forecast over the 2023-27 period and business process workarounds would 
be required in the event of functional capability gaps.  

• While a replacement investment will not be undertaken in the 2023-27 period, it would be required 
in the 2028-32 period. At that point, the costs of the renewal are based on the assumptions detailed 
in Option 2, escalated by 15% in recognition of the increased complexity of the deferred systems 
replacement as the existing application versions fall further out-of-date. 

Operating Cost Assumptions  

• IT operating costs are forecast to increase as extended support arrangements are negotiated with 
vendors to provide support for a system that will remain isolated on the legacy platform. These 
extended support arrangements are estimated at $250,000 for the final year of investment period 
2023-27. 

Other Assumptions (Non-Financial) 

• Business operations can be maintained on the current payroll system subject to likely performance 
degradation and the risks identified in Table 6 over page. 
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Figure 4 below summarises the risk position of adopting the base case (assessment of each risk tabled 
above).     

  
Figure 2: Base Case Risk Assessment 
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2.2. OPTION 2 Cyclic renewal and standardisation of payroll system (Recommended) 

The existing payroll systems will be renewed consistent with Powerlink’s application asset lifecycle 
management guidelines for ongoing sustainability, supportability and security. 

Through this investment, Powerlink will leverage the opportunity to standardise the payroll system by 
transitioning to the preferred SAP payroll solution on Powerlink’s new SAP environment removing the 
requirement for maintaining the legacy SAP ECC6 system, and will review payroll processes to help 
support productivity improvements. 

  Option 2 Assumptions 

This recommended option has been estimated based on the following assumptions.  

Construction Cost and Scope Assumptions  

• The project costs are based on a build-up of forecast resourcing, vendor & specialist services, as 
well as software licensing costs as detailed in the table below. 

Table 7: Option 2 Cost Build-Up (2021/22 $real) 

• This estimate is based on standard unit rates with estimates based on previous projects of similar 
size and complexity.   

• The project is planned to run across a 24 month timeframe, inclusive of 8 month combined 
procurement and design phases. The delivery phase is forecast at 12 months, concluding with 4 
months of hypercare. 

• Available solutions will be available to meet Powerlink’s payroll system scope.  

• Ongoing IT Operating costs are expected to be similar to current costs, therefore current costs have 
been used in estimating future costs 

• Lifecycle maintenance of existing hardware, operating system and database management systems 
will occur as part of other funded initiatives 

• The final business case development process will be used to refine the scope, costs and impacts for 
this investment. A procurement activity will be undertaken to inform costs and solution options. 

Operating Cost Assumptions  

• IT operating costs are forecast to remain unchanged. 

Other Assumptions (Non-Financial) 

• While this investment is replacing existing capability, the implementation of more contemporary 
capability will require change management. This is key to deriving business process improvement 
efficiencies. 
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Figure 3 below summarises the risk position of adopting option 2 (pre- and post-mitigation assessment 
of each risk tabled above).   

 
Figure 3: Option 2 - Risk Assessment 

 



 

 

File Name:  Powerlink - Preliminary Investment Case - IT02 Payroll Renewal - January 2021 - 
CONFIDENTIAL.docx 

 

Business IT – Planning, Investment and Value  Page 17 of 27 

Powerlink Preliminary Investment Case 
IT02 Payroll Renewal 
 

2.3. OPTION 3 Go out to market for a non-SAP replacement for payroll 

This option will replace the legacy SAP ECC6 payroll system with a contemporary equivalent from the 
market consistent with Powerlink’s application asset lifecycle management guidelines for ongoing 
sustainability, supportability and security.  

While this option offers a contemporary solution which typically provide the opportunity to enable process 
improvements, the opportunity in this option is reduced due to potential business disruption risks involved 
with implementing a new product as a result of new integration requirements, process review to ensure 
legal compliances can be met, revising Powerlink’s skill base model along with increasing complexity in 
the landscape rather than enabling rationalisation. 

 Option 3 Assumptions 

This option has been estimated on the basis of the following assumptions.  

Construction Cost and Scope Assumptions  

• The project costs are based on the Option 2 build-up of forecast resourcing, vendor & specialist 
services, as well as software licensing costs (page 13), but with increased planning and design to 
reflect the additional effort associated with planning and implementing a new system that needs to 
be highly integrated. 

• This preliminary estimate has been formulated using a combination of standard unit rates for 
Powerlink internal and external resourcing across the proposed timeline, leveraging current and 
previous projects for vendor software estimates.  

• The final business case development process will be used to refine the final scope, costs and impacts 
for this investment. One or more procurement activities will likely be undertaken to further inform 
costs and solution options. 

Operating Cost Assumptions  

• IT operating costs are forecast to remain unchanged. 

Other Assumptions (Non-Financial) 

• Commercially available solutions will be able to meet Powerlink’s payroll scope. 

• While this investment is replacing existing capability, the implementation of more contemporary 
capability will require business change management. It is possible that business areas are impacted 
multiple times through the progressive delivery of replacement capability as new integration points 
will need to be created and business processes will need to be redefined.   

• Powerlink will need to update its internal skill base in order to effectively operate the new system. 

 

 Option Benefits 

The following benefits may be achieved with selection of this option. Financial benefits are identified as 
“per annum” ongoing savings where relevant and will begin accruing following implementation of the 
option.  

While the potential range of benefits matches those of Option 2, it is unlikely they can be achieved at the 
same level due to continued breadth of systems underpinning the business processes. 
























