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When Payroll Systems Aren’t Enough

Independent Validation of Long Service Leave Liabilities

Overview
Most organisations assume their payroll system calculates long service leave correctly.
That assumption is not always safe.

Long service leave is not a standard accrual entitlement. It is a legislated entitlement
governed independently by state-based frameworks requiring structured interpretation

of historical employment data.

Where calculation methodology cannot be clearly reconciled to legislation, exposure

exists.

Independent validation is not a payroll enhancement.
Where methodology cannot be clearly articulated under scrutiny, financial and
governance risk increases.

Itis a governance control — not an operational upgrade.
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The Structural Gap

Payroll systems apply fixed accrual logic.

Long service leave requires:

State-specific legislative application

Historical averaging analysis

Assessment of qualifying and non-qualifying service
Accurate classification of ordinary pay

Consideration of legislative amendments over time

Where employment patterns include irregular hours, unpaid leave, pay rate changes or

multi-state operations, default payroll logic may diverge from statutory requirements.

This divergence is rarely visible at the point of calculation.

It typically surfaces under scrutiny.

Why This Matters

Long service leave is a balance sheet liability.

Where methodology is flawed, consequences may include:

Understated liabilities

Overpayments

Backpay exposure

Audit findings

Transactional complications during due diligence
Reputational impact

Regulatory enforcement action

Most discrepancies are not intentional.

They arise from reliance on system defaults or legacy spreadsheet assumptions.

The risk compounds quietly. Untilitis tested.
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Indicators of Elevated Exposure

Independent validation should be considered where:

Operations span multiple states

Workforces are shift-based or irregular

Employees have taken extended unpaid leave

Pay structures have evolved over time

Payroll systems have been migrated or upgraded
Entitlements are calculated using current rate at payout

Methodology cannot be clearly articulated under audit

Where several of these conditions apply, governance risk increases significantly.

Independent Validation as Risk Control

LSL Verify™ provides structured, independent validation of long service leave liabilities.

The process:

Applies state-specific legislative frameworks
Tests required averaging windows

Assesses qualifying and non-qualifying service
Reviews ordinary pay classification

Analyses payroll export data

Produces structured, defensible outcomes

It does not replace payroll systems.

It tests alighment between payroll calculation and legislative requirement.

The objective is clarity.

The outcome is defensibility.



A Governance Perspective
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Long service leave calculations are often reviewed:

At termination

During audit

During due diligence

At an employee’s request

Following employee dispute

At that stage, remediation is reactive.

Independent validation prior to scrutiny:

Strengthens governance oversight
Clarifies balance sheet liability
Reduces exposure

Improves audit defensibility

Reduces response times

Independent validation is materially less disruptive than correction.

Next Steps

Organisations managing complex or multi-state workforces should consider

independent long service leave validation as part of compliance governance.

LSL Verify™ provides structured validation for accountants, payroll leaders and

organisations requiring defensible outcomes.

Arrange a structured validation discussion to assess exposure before scrutiny does.

Deb Shugg

LSL Verify™

www.lslverify.com.au
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Disclaimer

This document has been prepared for general informational purposes only. It does not constitute legal,
accounting or financial advice and should not be relied upon as a substitute for obtaining professional

advice tailored to your organisation’s specific circumstances.

Long service leave entitlements are governed by state and territory legislation, which may change over
time and may apply differently depending on individual employment history. Organisations should seek

appropriate professional advice before acting on any information contained in this document.

LSL Verify™ provides independent validation services based on payroll data and legislative interpretation.
The information contained in this document does not create a professional services engagement unless

agreed in writing.

General information only. Not legal or accounting advice.
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