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00 Executive Overview: Why General Payroll Tools Fail Construction

Payroll in the construction industry is fundamentally different from traditional corporate or office payroll. Standard office

payroll operates under the baseline assumption that an employee works 40 hours in a single tax jurisdiction, performing

one job role, at one fixed hourly rate or salary. 

In construction, a single crew member may work across three different job sites, four distinct municipal tax jurisdictions,

two trade classifications (e.g., journeyman carpenter vs. equipment operator), and earn varying union or prevailing wage

rates—all within a single 40-hour workweek. 

STANDARD CORPORATE PAYROLL

Structure: 1 Employee → 1 Location → 1 Fixed Rate

Single state/city tax withholding

Fixed W-2 wage allocations

Standard 1.5x overtime rule

Simple benefits administration

CONSTRUCTION PAYROLL REALITY

Structure: 1  Employee  →  Multi-Jobs  →  Multi-Rates  →

Multi-Taxes

Prevailing Wage / Davis-Bacon compliance

WH-347 Certified Payroll reports

Union fringe benefit remittances

Geofenced multi-jurisdictional tax sourcing

Fully burdened job costing per cost code

Using generic payroll platforms (such as basic off-the-shelf software) forces construction accounting teams into manual

offline spreadsheets. This leads to costly non-compliance penalties on public works projects, inaccurate bid estimation due

to skewed job costing, and administrative burnout. 

01 The 6 Non-Negotiable Pillars of Construction Payroll

When evaluating  candidate  platforms,  ensure  they  handle  these  six  specialized  capabilities  natively  without  requiring

manual workarounds:

Pillar 1: Certified Payroll & WH-347 Reporting

The Need: Federal, state, and municipal public works projects governed by the Davis-Bacon Act require weekly submission of

Certified Payroll Reports (Form WH-347 or state-specific electronic formats).

What to Look For: One-click generation of signature-ready Form WH-347 PDFs and direct export integrations for electronic

compliance portals like LCPtracker, eMars, and California DIR. 
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• 
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Pillar 2: Union Fringe Benefit Accounting

The Need: Union contractors must calculate complex benefit contributions (health & welfare, pension, annuity, apprenticeship,

vacation) that vary by local union hall, worker classification, and shift type.

What to Look For: Automated splitting of fringe rates between cash paid to employees and employer-paid vendor vouchers,

alongside automated monthly union remittance reports. 

Pillar 3: Multi-State & Multi-Jurisdictional Tax Sourcing

The Need: Workers routinely cross municipal, county, and state lines during a single pay period. Taxes must be calculated

based on the physical job site location where work occurred.

What to Look For: Dynamic GPS-driven tax sourcing that automatically applies local occupational taxes, school district taxes,

and state reciprocity rules based on project geofences. 

Pillar 4: Real-Time Job Costing & Fully Burdened Labor

The Need: Labor is a contractor's largest variable cost. True job profitability requires tracking fully burdened labor costs (gross

pay + employer payroll taxes + workers' comp + union fringes + liability insurance) per cost code.

What to Look For: Automatic allocation of fully burdened labor rates directly into project accounting and General Ledger (GL)

cost codes without double entry. 

Pillar 5: Mobile Field Time Tracking & Geofencing

The Need: Paper timesheets lead to illegible cost codes, supervisor fatigue, and "buddy punching."

What to Look For: Field-ready iOS/Android apps with offline time capture, GPS geofencing, photo facial recognition, daily

safety audit sign-offs, and instant supervisor approval workflows. 

Pillar 6: Multi-Rate Pay & Blended Overtime Calculations

The Need: Employees performing multiple trade roles in a week earn different base rates. Under FLSA rules, overtime must be

calculated using a weighted-average (blended) pay rate.

What to Look For: Automated weighted-average overtime engines that dynamically calculate compliance rates across varying

trade classifications and shift differentials. 

02 Software Architecture Options: Choosing Your Category

Construction payroll software generally falls into three distinct structural categories depending on firm size and project

complexity:

Category Best Suited For Key Pros Key Cons / Limitations

Tier 1: General Payroll +

Modules

Small trade contractors

(< 15 workers),

residential, no union/

public works

Low Cost  Easy setup, intuitive

UI, rapid employee onboarding.

Lacks WH-347  Manual union

tracking, no weighted overtime,

limited job cost depth.

Tier 2: Specialized

Construction Payroll

Mid-size trade &

general contractors

(15–250 workers) with

prevailing wage/union

jobs

Deep Compliance  Automated

WH-347, union tracking, multi-rate

engines, syncs with major

accounting software.

Requires dedicated implementation,

per-check fees alongside base

subscriptions.

Tier 3: All-In-One

Construction ERP

Heavy civil, commercial

primes, and multi-entity

firms ($10M+ annual

revenue)

Unified System  Single database

for estimating, PM, accounting,

equipment, and payroll.

High TCO  Steep learning curve, 3

to 6-month deployment timeline, high

software license cost.

ConstructionPayrollSoftware.com | Buyer's Guide Page 2 of 6



03 Mandatory Feature Evaluation Checklist

Use this comprehensive scoring rubric when evaluating candidate software vendors during product demonstrations:

1. Compliance & Government Reporting

 Federal WH-347 Certified Payroll report auto-generation

 State-specific certified reporting (CA DIR, NY, PA, WA, etc.)

 Direct electronic export to LCPtracker, eMars, and MyLCM

 Pay-as-you-go Workers' Comp integration with class code mapping

 ACA (Affordable Care Act) 1094/1095-C tracking for field crews

2. Payroll Engine & Multi-Rate Rules

 Automatic weighted-average (blended) overtime for multi-rate weeks

 Prevailing wage fringe breakdown (cash payout vs. fringe credits)

 Multi-union local lookup tables & automated rate updates

 Shift differential and hazardous duty pay automation

 Digital cash advances, tool deductions, and wage garnishments

3. Mobile Field Operations & Time Tracking

 Mobile app with 100% offline time recording capability

 GPS geofencing with location radius verification

 Supervisor crew clock-in & real-time cost code splitting

 Daily safety question verification & injury sign-off logs

 Seamless API integration with WorkMax, ExakTime, or HH2

4. Job Costing & Accounting Integration

 Fully burdened labor calculation (taxes, workers' comp, fringe, insurance)

 Direct bi-directional sync with Sage, QuickBooks, Viewpoint, or Foundation

 Multi-state and local tax withholding automation

 Direct deposit, pay card, and physical check printing options

04 Top Vendor Comparison Breakdown

Below is a comparative analysis of leading market platforms across core construction criteria:
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Feature / Metric
Foundation

Software
Payroll4Construction

ADP Workforce

Now

Sage 100

Contractor

QuickBooks

Payroll

Target Size Mid to Enterprise Small to Mid-Sized Mid to Large

Enterprise

Mid-Sized

Contractors

Small Specialty

Trades

Certified Payroll

(WH-347)

Native Built-in Native Built-in Partner Add-on Native Built-in Manual / Add-on

Union Fringe

Accounting

Advanced Advanced Moderate Advanced Basic / Manual

Job Cost

Burden Depth

Deep Fully

Burdened

Deep Fully Burdened General Ledger

Level

Deep Fully

Burdened

Basic Job

Allocation

Deployment

Model

Cloud / On-

Premise

Managed Cloud

Service

Cloud SaaS Cloud / On-

Premise

Cloud SaaS

05 10 Hard-Hitting Questions to Ask Vendors During Demos

Force software sales representatives to demonstrate real functionality using your actual project scenario:

Q1.  How does your system handle an employee who works 3 prevailing wage jobs with 3 different fringe rates in

a single week?

What to look for: System should automatically apply correct job-specific fringe credits without manual adjustments.

Q2.  Can the platform automatically calculate blended (weighted-average) overtime rates across multiple pay

rates in one pay period?

What to look for: Compliance with FLSA standards automatically calculated in the background.

Q3.  Does the software natively export formatted files for LCPtracker, California DIR, and eMars?

What to look for: Native XML/CSV exports without requiring paid third-party bridge software.

Q4.  How are municipal and local occupational taxes applied when workers move between job sites mid-day?

What to look for: Dynamic tax assignment based on physical project addresses rather than worker home ZIP codes.

Q5.  Does your mobile field app function 100% offline in remote areas, and how are time-stamp conflicts

resolved?

What to look for: Local database caching on mobile devices with automated background syncing when connection returns.

Q6.  How is fully burdened labor (taxes, workers' comp, fringes) posted back to our General Ledger cost codes?

What to look for: Direct line-item job costing rather than aggregated lump-sum overhead postings.

Q7.  Who is responsible for maintaining and updating prevailing wage tables and union wage decision updates?

What to look for: Clear demarcation of software auto-updates vs. manual internal administrative maintenance.
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Q8.  What is your typical implementation timeline, and what level of support is provided for historical YTD data

migration?

What to look for: Dedicated implementation engineer with defined migration milestones.

Q9.  What happens if a certified payroll report is rejected by a general contractor or government agency portal?

What to look for: Rejection diagnostic tools and rapid correction workflows.

Q10.  What are the exact fee structures for year-end W-2/1099 filings, additional tax jurisdictions, and API

connectors?

What to look for: Full transparency on hidden costs before signing contracts.

06 Total Cost of Ownership (TCO) & Hidden Fee Analysis

To establish an accurate software budget, calculate your full Total Cost of Ownership rather than relying solely on base

SaaS marketing quotes:

Total Cost of Ownership = [Base Software License] + [Per-Employee / Check Fee]

+ [Implementation & Migration] + [Custom API Connectors] + [Year-End Processing Fees]

⚠️ Common Hidden Fee Red Flags to Watch Out For:

Per-State / Local Tax Filing Fees: Extra charges for filing taxes across multiple state lines or municipal zones.

Certified Payroll Export Module Fees: Licensing fees charged to unlock WH-347 or LCPtracker electronic data

formatting.

Union Local Setup Fees: Additional charges for setting up complex benefit schedules for individual union locals.

Mid-Year Adjustment Charges: Consultant rates ($150–$250/hr) charged to adjust cost code structures mid-

contract.

07 90-Day Implementation & Parallel Run Roadmap

Follow this structured timeline to migrate systems without disrupting field operations or payroll schedules:

• 

• 

• 

• 
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MONTH 1

Setup & Config

Weeks 1–2: Audit & Planning

Audit existing pay structures, union agreements, prevailing wage schedules, and tax jurisdictions.

Weeks 3–4: System Build

Configure cost codes, employee master files, liability mapping, and field time tracking parameters. 

MONTH 2

Migration & Testing

Weeks 5–6: Historical Data Import

Import year-to-date (YTD) wage totals, tax balances, and active employee W-4 withholdings.

Weeks 7–8: Sandbox Testing & Training

Conduct test payroll runs and deliver role-specific training for payroll admins and field supervisors. 

MONTH 3

Parallel & Go-Live

Weeks 9–10: The Parallel Payroll Run

Process payroll in BOTH old and new systems simultaneously for a full cycle. Compare net pay

and tax withholdings.

Weeks 11–12: Cutover & Full Go-Live

Resolve variances, finalize GL integration, submit first automated WH-347 reports, and go live! 

🚨 The Golden Rule: Never Skip the Parallel Payroll Run!

Processing a parallel run allows you to cross-verify gross-to-net calculations, blended overtime rates, local tax

withholdings, and union fringe balances between systems before retiring legacy tools. 

ConstructionPayrollSoftware.com — The Independent Resource for Construction Accounting & Payroll Technology.

For updated software comparisons, interactive vendor scoring tools, and expert reviews, visit https://

constructionpayrollsoftware.com/
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