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How most workforce management and payroll systems
miss hidden labor cost leaks, driving compliancerrisk,
audit exposure, and payroll errors

The uncomfortable truth: Most legacy platforms don’t surface these issues.
Labor costs aren’t just high — they're leaking. They process transactions — they don’t expose systemic risk.
Across mid-market and enterprise organizations, This eBook reveals:

OImllllons of dollars quietly slip through the cracks s Wil cosi e e e mes et
ue to:

« Why payroll errors are a symptom of a deeper systematic
« Fragmented HR, payroll, time, and compliance systems

« Manual workarounds
« Poordatavisibility
« Delayedissue detection

problem

« How compliance risk and audit exposure amplify the financial
impact

« How modern HCM platforms like PeopleGuru™ HCM close the

! . . loop across workforce data, payroll, and compliance
These leaks don’t show up as line items. 2 B3 P

They show up as:

- Budget overruns |
 Failed audits

« Compliance penalties

« Payrollrework

« Employee distrust



Mostleaders believe:

The Myth Of k6 Payro" — “If payrollis running, labor costs are under control.”
Labor Cost Control” Reality

Payroll systems are record-keepers.
They are not leak detectors.

Most errors occur from source to gross payroll.

Common blind spots, found in workforce management:

« Approved overtime that violates policy

Time card rounding inconsistencies

Misclassiflied employees

Unapproved shift differentials

Benefit deductions appliedincorrectly
Retroactive corrections that mask systemic issues

These errors often look “small” individually — but compound
across:

« Thousands of employees
« Multiple pay periods
« Multiple states and regulatory regimes

Result:
Labor cost leakage becomes normalized.




The Four Hidden Labor Cost Leaks

©

1. Labor Cost 2. Compliance Risk 3. Audit Exposure 4. Payroll Errors
Leakage



Labor Cost Leakage Labor Cost Leakage

Where money silently drains Where money silently drains

Leak sources:

« Overtime creep driven by poor scheduling
controls
Ghost hours (paid but not worked)
Premium pay errors
Incorrect pay codes
Delayed terminations still being paid

Common blind spots, found in workforce
management:

« Datalivesinsilos (time, payroll, scheduling, HR)
« Noreal-time validation across systems
« No anomaly detection

Impact:
Labor costsinflate without a clearroot cause.




Compliance Risk

When small errors become legal
exposure

Compliance Risk

When small errors become legal exposure

Leak sources:

« FLSA misclassification

« Meal/rest breakviolations

« State-specific overtime rules missed
« ACA eligibility miscalculations

« Leave compliance errors

Why legacy systems doesn’t reveal this:

« Rules are embedded but not proactively monitored

« Complianceisreactive (caught during complaints or
audits)

« No continuous compliance posture

Impact:
Fines, back pay, legal fees, and reputational risk.




Audit Exposure

When leadership can’t prove control

Audit Exposure

When leadership can’t prove control

Leak sources:

« Manual payroll adjustments without audit trails

« Inconsistent time approvals

« Datamismatches between HR, payroll, and
finance

« Poordocumentation of compliance controls

Why legacy systems fails here:

« Reports show outcomes, not control effectiveness
« Nounified audit narrative across workforce systems

Impact:
Audit findings, control failures, and loss of trust
with finance and boards.




Paer" ErrOrs Payroll Errors

The visible symptom of deeper The visible symptom of deeper systemic problems

systemic problems
Common errors:

« Overpayment's
Underpayments
Incorrect deductions
Missedretro pay
Incorrect tax treatment

Why this keeps happening:

Payroll errors are usually downstream effects of:

- Bad dataupstream

« Disconnected systems

« Manual processes

« Lack of end-to-end validation

Impact:
Employee dissatisfaction, rework costs,
reputational damage, and compliancerrisk.




Why Legacy HRIS Platforms
Don’t Reveal These Leaks

Legacy HRIS was built to:

« Store employee data
* Processtransactions
« Generatereports

It was not built to:

« Surface systemic financial leakage

« Continuously validate workforce data

« Unify payroll, time, compliance, and audit controls

« Detectanomalies before money leaves the business

So organizations end up with:

« “Greendashboards”
« Brokenunderlying processes
« Leadership blind to true laborrisk




The Compounding Cost of Not What Plugging the Leaks Actually
Seeing the Leaks Requires

When leaks go undetected.: To truly stop labor cost leakage,
organizations need:

AREA BUSINESS IMPACT
Workforce Management

Margin erosion, budget Time, payroll, HR, compliance in one system
overruns

Labor Cost Leakage

Real-time validation
Fines, legal exposure,

Compliance Risk back pay Rules enforced before payroll runs

Audit Exposure gontm' failures, Policy-driven automation
oard-level risk

Controls embedded in workflows, not PDF s

Rework cost, employee

Payroll Errors _
distrust

Continuous compliance posture
Not quarterly audits — ongoing detection

Audit-ready transparency
End-to-end traceability of pay decisions

Thereal costisn’t the error.
It’s the system that allows the error to repeat.
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PeopleGuru™ HCM is built to expose
what traditional HRIS hides:

Labor Cost Control

How PeopleGuru™ HCM o
« Unified time, pay, and workforce management
Closes the Leaks . Policy-driven pay validation

« Visibility into overtime, premiums, and anomalies

Compliance by Design

« Embedded compliancerules
« Proactive detection of misclassification and violations
« Continuous monitoring vs. reactive audits

Audit-Ready Workforce Data

« End-to-endtraceability
« Cleanaudit trails
r— - Finance-grade reporting across HR and payroll

Best
Siriport Payroll Accuracy

MID-MARKET

« Fewermanual corrections
« Fewerretro paycycles
« Feweremployee disputes

Result:

Fewerleaks

Lowerrisk

Cleaner audits

More trustworthy payroll
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The Leadership Question

Ask your HR, Finance, and Payroll leaders:

“If labor costs were leaking today, would our
HRIS show us — orwould we find out in an audit?”

If the answerisn’timmediate and confident, the
organizationis exposed.

Hidden labor cost leaks don’t show up in dashboards.
They show up in margins, audits, and employee trust.

PeopleGuru™ HCM was built to surface what others hide —
and to stop laborrisk before it becomes financial damage.

"Most companies don’t just have payroll problems—they have
laborleaks. The problem? You can’t see them like a puddle on the
break room floor. PeopleGuru™ HCM stops both."

- Rlch Caugecd

CEO

Experience the power of labor
software transformation with:

peopleguru’

CALLUSTODAY 8447591984







