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1. Executive Summary

Modern SAP payroll transformations demand convergence across six critical domains: Zero Trust
security architecture, migration tooling, global compliance orchestration, ESG reporting
integration, cloud-native technical architecture, and enterprise governance frameworks.
Organizations that master this convergence reduce breach costs by $1.76 million on average,
accelerate parallel payroll testing to two cycles, and position their HRIS systems to meet
mandatory CSRD workforce reporting requirements affecting 50,000 companies globally by 2028.

$1.76M 63% 50,000 30+

Breach Cost Reduction Zero Trust Adoption CSRD Companies ESRS S1 Metrics

The strategic imperative is clear: SAP's HCM Compatibility Pack expires December 31, 2025,
SAP Business Suite 7 standard maintenance ends December 2027, and the EU's ESRS S1
mandates 30+ workforce metrics with limited assurance auditing. This playbook provides the
authoritative technical guidance for transformation leaders navigating these converging
deadlines.

Enhanced Edition: New Sections

* Al Risk Management: ISO 42001-aligned risk assessment template for payroll
automation

* TCO Decision Matrix: Strategic path comparison between H4S4 and SuccessFactors
ECP

* Hypercare Command Center: Detailed post-go-live support structure with resource ratios
+ ESG Technical Data Mapping: System-level configuration guide for ESRS S1 metrics

* Expanded Case Studies: DORA-compliant banking transformation and manufacturing
scenarios
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SAP Payroll Transformation: Critical Success Metrics

$1.76M 63% 50,000 Dec 2027

Breach Cost Organizations Companies SAP ECC
Reduction Using Zero Trust Affected by CSRD Maintenance End

Zero Trust ROl Gartner 2024 EU Mandate Critical Deadline

99.9% 30+ 2 Cycles 40+

Attack Prevention ESRS S1 Minimum Parallel Countries
with MFA Workforce Metrics Payroll Testing Regional Compliance
Identity Security ESG Compliance Go-Live Criteria Global Operations

Figure 1: SAP Payroll Transformation Critical Success Metrics
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5. Al Risk Management & Governance (ISO 42001)

As SAP integrates Joule Al capabilities across SuccessFactors and S/4HANA, organizations must
establish robust Al governance frameworks aligned with ISO/IEC 42001:2023 and the EU Al Act.
This section provides a comprehensive Al risk assessment template specifically designed for
payroll automation use cases.

ISO 42001 Framework Overview

ISO/IEC 42001:2023 is the world's first Al management system standard, providing guidance for
organizations developing, deploying, or using Al systems. The standard follows the Plan-Do-
Check-Act methodology across 10 clauses and includes 38 specific controls in Annex A. For
payroll automation, key risk categories include data quality, algorithmic fairness, operational
resilience, and regulatory compliance.

Al Risk Assessment Template for Payroll Automation
1ISO 42001 Aligned Framework

DATA QUALITY ALGORITHMIC OPERATIONAL COMPLIANCE ETHICAL
RISKS RISKS RISKS RISKS RISKS

Training data bias Model drift over time Human override gaps EU Al Act Article 14 Fairness in decisions
“ 150 6.1.2 “ 150 8.2.1 “ 150 8.4.1 m 150 5.2.1 “ 150 4.2.1
Data gaps gaps Fallback procedures GDPR Article 22 Transparency to employees
m “ s “ m
150 8.5.1 150 5.3.1
Historical anomalies Edge case handling Audit trail integrity Sector regulations Accoun tability assignment
fed m “ m “
150 7.2.2 150 8.3.2 150 9.1.2 150 5.1.2

Risk Level Legend:

All references map to ISO/IEC 42001:2023 - Artificial Intelligence Management System

Figure 5: Al Risk Assessment Template for Payroll Automation - ISO 42001 Aligned

Payroll Al Risk Categories

« Data Quality Risks: Training data bias, historical anomalies, completeness gaps
affecting ML model accuracy

» Algorithmic Risks: Model drift over time, explainability gaps for auditors, edge case
handling failures

* Operational Risks: Human override capability gaps, fallback procedure failures, audit
trail integrity

* Compliance Risks: EU Al Act Article 14 human oversight requirements, GDPR Article 22
automated decision-making
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» Ethical Risks: Fairness in compensation decisions, transparency to employees,

accountability assignment

Al Governance Framework for Payroll Automation
EU Al Act & ISO 42001 Compliance Model

Al ETHICS
COMMITTEE

DATA
GOVERNANCE

Al Act Requirements

- Art. 13: Transparend

« Art. 14: Human Ovd

HUMAN
OVERSIGHT

Art. 14 compliance
Override capabllity.

PAYROLL

MODEL
OVERSIGHT

1SO 42001 Controls

- 6.1: Risk Assessment
- 7.2: Competence
- 8.2: Al Development

- 9.1: Monitoring

AlLSYSTEM

RISK
MANAGEMENT

AUDIT &
COMPLIANCE

Figure 6: Al Governance Framework for Payroll Automation

EU Al Act Compliance for Payroll Systems

Under the EU Al Act, payroll systems using Al for compensation recommendations or workforce
planning may be classified as "high-risk" under Annex Ill Category 4 (employment and worker
management). High-risk systems must comply with Articles 9-15, including risk management
systems, data governance, technical documentation, human oversight, and accuracy/robustness

requirements.

Al Risk Assessment Template

Risk Category Likelihood
Training data bias High

Model drift Medium
Explainability gaps High
Human override failure Low

Audit trail gaps Medium
GDPR Art. 22 breach Medium

Impact

Critical
High
High
Critical
High

Critical

Mitigation Control

Bias testing, diverse datasets (1ISO 6.1.2)
Continuous monitoring, retraining (1ISO 8.2.1)
XAl techniques, decision logging (1ISO 9.2.1)
Override workflows, Art. 14 compliance
Immutable logging, SIEM integration

Human review for significant decisions
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6. TCO Decision Matrix: H4S4 vs. SF ECP

Selecting between SAP HCM for S/4HANA (H4S4) and SuccessFactors Employee Central
Payroll (SF ECP) represents a critical strategic decision. This section provides a comprehensive
Total Cost of Ownership analysis and decision framework based on organization size, complexity,
and strategic priorities.

TCO Decision Matrix: SAP HCM for S/4HANA vs. SuccessFactors ECP
Strategic Path Selection Framework

a o - H4s4 SF ECP Winner By
orrrenEe o8

Initial Implementation l €€EE €€€ SF ECP (<5K emp)
Annual Licensing | €€ €€€ H4S4 (>10K emp)
Infrastructure Costs | €€€E € SF ECP (all sizes)
Upgrade & Maintenance l €€€ € SF ECP (all sizes)
Customization Flexibility | e He He ek S H4S4 (complex)
Time to Value l 18-24 mo 12-18 mo SF ECP (speed)
Data Sovereignty I ok ke ke ek A H4S4 (regulated)
AlI/ML Capabilities l * Kk * Kk kK SF ECP (innovation)
Global Payroll Coverage | *xox Ak kA SF ECP (53+ locales)
Integration C 4 Rec ded: ok kK ok h ke SF ECP RecommendsRIiECP (BTP)

K tek cu <10K-employees, speed to value priority.,
strict data sovereignty requirements global operations, Al-first strategy

Figure 7: TCO Decision Matrix - SAP HCM for S/4HANA vs. SuccessFactors ECP

Strategic Path Comparison

Factor H4S4 (On-Premise) SF ECP (Cloud)
Initial Implementation €2-5M (complex) €1-3M (faster)
Annual Licensing €15-30 PEPM €20-40 PEPM
Infrastructure CapEx + ongoing Included in SaaS
Customization Unlimited (ABAP) Configurable limits
Time to Value 18-24 months 12-18 months
Al/ML Roadmap Limited Joule Al native
Data Sovereignty Full control Regional DCs
Maintenance Horizon 2040 (guaranteed) Continuous updates

Decision Framework by Organization Profile
H4S4 Recommended When:

* Organization has >10,000 employees with complex union agreements
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» Strict data sovereignty requirements (China PIPL, Russia data localization)
* Heavy customization investment (>€5M in existing ABAP)

* Complex time evaluation with multiple shift patterns

* Long-term on-premise strategy with internal IT capabilities

SF ECP Recommended When:

* Organization has <10,000 employees seeking speed to value
* Cloud-first strategy with AlI/ML innovation priority

* Global operations requiring 53+ native localizations

* Limited internal IT resources for infrastructure management

» ESG reporting and CSRD compliance driving requirements
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15. Hypercare Command Center Framework

The hypercare period represents the highest-risk phase of any payroll transformation. This section
provides a detailed command center structure, resource ratios, and exit criteria to ensure
successful transition to business-as-usual operations.

Hypercare Command Center Structure
Post-Go-Live Support Framework

23t
L1 Support L3 Technical
Help Desk Specialists

1:200 . 1:1000
Ratio Ratio

COMMAND
CENTER

24/7

Change
Management

1:300
Ratio

Executive
Spornisor

& @ @ @—

Week 1-2 Week 3-4 Week 5-6 Week 7+
Intensive Stabilization Transition BAU Handoff

Figure 15: Hypercare Command Center Structure

Command Center Organization

The Command Center operates 24/7 during the initial two weeks post-go-live, transitioning to
extended hours (6am-10pm) during weeks 3-4, and standard business hours with on-call
coverage during weeks 5-6. A typical 10,000-employee organization requires the following
resource allocation:

FTE (10K emp) Responsibilities
L1 Help Desk 1:200 50 FTE First contact, triage, known issues
L2 Functional 1:500 20 FTE Configuration, business process
L3 Technical 1:1000 10 FTE Development, integrations
Change Management 1:300 33 FTE Training, communications
Command Center Lead 1 per shift 3FTE Escalation, coordination
Executive Sponsor On-call 1FTE Critical decisions, stakeholders
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Hypercare Performance Metrics Dashboard
Weekly Command Center Reporting

TICKET VOLUME MTTR (Hours) P1 INCIDENTS

Week 1: 847 Week 1: 4.2 Week 1: 12
0, {+)
Week 2: 412 1 89% Week 2: 2.8 1 79% Week 2: 4 -0
Trend Trend Trend
Week 3: 186 Week 3: 1.6 Week 3: 1
Week 4: 94 Week 4: 0.9 Week 4: 0
Target: <100/week Target: <1 hour Target: Zero

USER SATISFACTION PAYROLL ACCURACY TRAINING COMPLETION

Week 1: 3.2 Week 1: 98.2% Week 1: 78%
o, o, o,
- 2
Week 2: 3.8 T 38% Week 2: 99.1% 99.8% Week 2: 89% T 97%
Trend Trend Trend
Week 3: 4.1 Week 3: 99.6% Week 3: 94%
Week 4: 4.4 Week 4: 99.8% Week 4: 97%
Target: >4.0/5 Target: >99% Target: >95%

Figure 16: Hypercare Performance Metrics Dashboard

Hypercare Exit Criteria

Zero Priority 1 incidents for 5 consecutive business days

Ticket volume below 100 per week (down from 800+ in Week 1)
Mean Time to Resolution (MTTR) under 1 hour

Payroll accuracy above 99.5% for two consecutive cycles

User satisfaction score above 4.0/5.0

Training completion above 95%

All critical integrations operating within SLA
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10. ESG Technical Data Mapping

This section provides technical configuration teams with a detailed data mapping showing exactly
where ESRS S1 workforce metrics reside in SAP SuccessFactors vs. SAP S/4HANA HCM,
enabling accurate CSRD reporting configuration.

ESRS S1 Data Mapping: SAP SuccessFactors vs. S/4HANA HCM
Technical Configuration Guide

m S e—— m

e EC: Personal Info PA Infotype 0002
S1-6iHeadcotnt By, Gender: (gender, hire date) (Personal Data)

S1-6: Contract Type I8 ioiype oo1e

EC: Job Info
(employment type) (Contract Elements)

e EC: Employment Details PA Infotype 0000
S1-6: Turnover Rate e (ACtIory - W Calculated

S1-9: Diversity EC: Personal Info PA Infotype 0077

son:
+ Custom Fields (Additional Personal ) Config Required

0" ECP: Wage Types PA Infotype 0008
SZ105Adsauatalveges “+ Compensation (Basic Pay) + PY

LMS: Learning History LSO Training

5 i
=L 1=smaibingiiots + Completions Management

inas EHS: Incident Mgmt odule or
$1-14: H&S Incidents s Modulcien

(if deployed) Module/Custom

S1-16: Gender Pay Gap S e

Integration Complexity:

0
I}
3
3
I
X
=
7

Figure 10: ESRS S1 Data Mapping - SAP SuccessFactors vs. S/4HANA HCM

Integration Complexity Legend
» Direct: Data available in standard fields, minimal configuration required
» Calculated: Requires report logic or calculated fields based on multiple data points
» Config Required: Custom fields or configuration needed to capture required data
* Complex/Custom: Significant development or third-party integration required

Key Configuration Considerations

S1-10 Adequate Wages: Requires integration with external living wage benchmarks (IDH, Anker
methodology, Fair Wage Network) and comparison logic against actual compensation. Neither
SF ECP nor H4S4 provide this out-of-box; custom development or third-party solutions (e.g.,
Mercer, WTW) required.

S1-14 Health & Safety: If EHS module not deployed, organizations typically maintain H&S data in
separate systems (e.g., Sphera, Enablon). Integration with HRIS required for CSRD consolidated
reporting.

S1-16 Gender Pay Gap: Complex calculation requiring gross hourly pay by gender across
comparable roles. SF Analytics provides pre-built reports; H4S4 requires BW/4HANA
configuration with custom calculation logic.
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17. Case Study: European Banking Group (DORA)

This illustrative case study demonstrates a DORA-compliant SAP SuccessFactors ECP migration
for a Tier 1 European bank, highlighting the specific challenges of financial services regulatory

compliance.
Case Study: European Banking Group Transformation
DORA-Compliant SAP SuccessFactors ECP Migration
ORGANIZATION PROFILE KEY CHALLENGES
- Tier 1 European Bank + DORA Article 28-44 compliance (Jan 2025 deadline)
- 42,000 employees, 18 countries - 12 different payroll engines consolidation
+ €850M annual payroll spend + ECB stress testing requirements for ICT
~ Legacy: P ECC 6.0 F L2 local system: < MUTti-regulator TSight (EBA, NCAS)
IMPLEMENTATION TIMELINE
—& @ @ @ o—
Q1 2024 Q2-Q3 2024 Q4 2024 Q1 20: Q2 2025
Discove ry Wave 1 (6 countries) Wave 2 (6 countries) Wave 3 + DORA Go-Live Stabilization

TRANSFORMATION OUTCOMES

12-1 100% -65% 3 €4.2M

Payroll Systems DORA Processing Time Annual Cost
Consolidated Compliance Reduction Savings

DORA COMPLIANCE ACHIEVEMENTS

~ Article 28: Digital Operational Resilience Testing completed ~ Article 30: Register of Information for ICT providers submitted

~ Article 44: Exit strategy for critical payroll vendor documented v ECB TRIM-aligned ICT risk controls implemented

ILLUSTRATIVE SCENARIO: Based on composite of European banking transformations under DORA requirements

Figure 17: European Banking Group Transformation Case Study

Organization Context

Tier 1 European Bank with €850M annual payroll spend
42,000 employees across 18 countries

Legacy environment: SAP ECC 6.0 + 12 local payroll systems
Primary driver: DORA compliance deadline (January 17, 2025)

DORA-Specific Requirements Addressed

Article 28-44: Digital Operational Resilience Testing completed with documented results
Article 30: Register of Information for ICT third-party providers submitted to ECB

Article 44: Exit strategy documented for critical payroll vendor (SAP)

ECB TRIM-aligned ICT risk controls implemented with quarterly testing

Transformation Outcomes

Metric Result Target
Payroll systems consolidated 12 > 1 12 -1
DORA compliance 100% 100%
Processing time reduction -65% -50%
Error rate reduction -89% -80%
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Annual cost savings €4.2M €3.5M

Note: ILLUSTRATIVE SCENARIO based on composite of European banking transformations
under DORA requirements.
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18. Case Study: Global Manufacturing (H4S4)

This illustrative case study demonstrates an SAP HCM for S/4AHANA (H4S4) implementation for
a global manufacturing conglomerate, highlighting why on-premise deployment remains the
optimal choice for organizations with complex union agreements and data sovereignty
requirements.

Case Study: Global Manufacturing Conglomerate
Multi-Workstream SAP S/4HANA HCM Transformation

ORGANIZATION PROFILE KEY CHALLENGES

+ Fortune 500 Manufacturer « ECC maintenance end (Dec 2027) driving timeline
- 85,000 employees, 32 countries - 23 collective bargaining agreements

= 147 legal entities, 23 unions - Strict data sovereignty (GDPR + China PIPL)

T Complex ShIT/overtme calculations, = 147 parallel payroll runs monthly

WHY SAP HCM FOR S/4HANA (NOT SF ECP)

Data Union Time Eval Existing
Sovereignty Complexity Depth Investment

15M+ in
customizations

28 months +4.8% 5 cycles 99.4% 312%

Budget Parallel ROI
Variance Cycles Achieved

KEY SUCCESS FACTORS

~ Regional payroll SMEs embedded in each wave ~ Union engagement from Discovery phase

v Dedicated data sovereignty workstream ~ Extra parallel cycle for complex time evaluation

ILLUSTRATIVE SCENARIO: Based on composite of global manufacturing transformations with complex labor agreements

Figure 18: Global Manufacturing Transformation Case Study

Organization Context
* Fortune 500 Manufacturer with 85,000 employees across 32 countries
* 147 legal entities with 23 collective bargaining agreements
* Complex shift patterns with overtime, premium pay, and piece-rate calculations
*  Primary driver: SAP ECC maintenance end (December 2027)

Why H4S4 Over SF ECP

» Data Sovereignty: On-premise deployment required for China (PIPL) and Russia
operations

* Union Complexity: 23 CBAs require custom payroll schemas not available in SF ECP

* Time Evaluation: Complex shift patterns with >500 time wage types

+ Existing Investment: €15M+ in validated ABAP customizations

Transformation Outcomes

Metric Result ' Target
Programme duration 28 months 30 months
Budget variance +4.8% <5%
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Parallel test cycles 5 cycles 3 minimum
Day-1 payroll accuracy 99.4% >99%
3-Year ROI achieved 312% 250%

Key Success Factors
* Regional payroll SMEs embedded in each implementation wave
* Union engagement from Discovery phase with joint working groups
» Dedicated data sovereignty workstream for China/Russia deployments
» Extra parallel cycle (5 vs. 3 minimum) for complex time evaluation validation

Note: ILLUSTRATIVE SCENARIO based on composite of global manufacturing transformations
with complex labor agreements.
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