
20 Construction Business Owner  March 2009

S
ome positions in baseball 
(think pitcher) get all the 
glory, while other players 
(think catcher) are vital to 
the game yet remain some-

what invisible. And so it is with con-
struction accounting software fea-
tures. Some are just not as glamorous 
as others. A detailed audit trail, for 
example, may not excite contractors 
like some cool bell-and-whistle fea-
tures. On the other hand, the audit 
trail could quite possibly be the most 
important software feature of all.

What makes the audit trail so 
important? It has to do with data 
integrity (which just so happens to be 
the fundamental requirement of an 
accounting system). The purpose of 
an audit trail is to allow verifi cation 

of the general ledger (G/L) account 
balance. By creating a log of all trans-
actions, it enables users to trace each 
and every transaction posted to the 
account back to a previously validated 
balance (or vice versa).

To put it another way, it is the 
audit trail that fi nds the answers to 
such questions as: Why doesn’t the 
month-end G/L report match the 
month-end job cost report? Who mod-
ifi ed/reversed a transaction? Where 
did the $85,000 in material expenses 
come from? When did the G/L go out 
of balance? Clearly, the audit trail’s 
capabilities are crucial to the audit-
ing process.

Not All Audit Trails are 
Created Equal

The existence of an audit trail does 
not guarantee data integrity. Nearly 
every construction accounting soft-
ware system offers an audit trail fea-
ture, but not all make it easy—or even 
possible—to get detailed information 
for account balance verifi cation. 

Some accounting systems, unbe-
lievable as it sounds, allow users to 
turn their audit trails on and off or 
delete transactions completely, which 
means the transaction is also erased 
from the audit trail. When a mistake 
shows up and the accounts don’t bal-
ance, there is no record to explain the 
error. It’s the kind of scenario that 
keeps contractors up at night and 
their CPAs hooked on antacids.

What should contractors look for in 
terms of an audit trail requirement? 
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The best construction accounting sys-
tems allow users to look at a general 
ledger fi nancial report (any report) 
and trace each cost all the way back 
to its original source. They offer 
comprehensive drill-down capability, 
and they assign numerous codes to 
each transaction (e.g., the user who 
posted it, the source module, the job 
number, the vendor and so on) for 
greater details and reporting options. 
The best systems provide an audit 
trail of every adjustment or reversal, 
and they offer data entry controls to 
prevent errors. And most importantly, 
when it comes to the audit trail fea-
ture, the best systems are date-sen-
sitive, meaning that transactions are 
logged by transaction date rather 
than within a transaction period.   

The Benefi ts of Date 
Sensitivity 
As a component of the audit trail, date 
sensitivity allows users to quickly 
and easily fi nd as much information 
as possible. This feature impacts just 
about every aspect of the construc-
tion accounting software package, 
and it provides endless benefi ts to 
both system users and end users 
(e.g., accounts payable clerk, con-
troller and CPA). Here are just a few 
considerations:    

Historical Reporting —Some sys-
tems that claim to be “date-sensi-
tive” actually perform a monthly 
close, where all data is consoli-
dated into one huge journal entry 
and the audit trail to individual 
transactions is severed. Older 
hard-close systems are even more 
restrictive. When fi scal (or even 
monthly) periods end, historical 
detail is lost. True date sensitiv-
ity, on the other hand, allows 
users to run any report for any 

time period—even crossing fi scal 
years or from years in the past.
Unconventional Date Ranges  
and Flexible Fiscal Periods—
Typically, most contractors run 
their fi nancial reports on a 
monthly, quarterly or annual 
basis. But what happens if a con-
tractor (or his/her CPA) wants to 
run a report for a particular date 
range (like a single day, a three-
day period or multiple weeks)? 
With date sensitivity, it’s as easy 
as selecting the date range and 
clicking a button. This capabil-
ity not only helps with internal 
reporting, but it also makes the 
auditing process a lot easier and 
less time-consuming. And for con-
tractors who use non-traditional 
fi scal periods (e.g., July 1 through 
June 30), it’s essential.
Data Control —Good systems 
with date sensitivity allow users 
to post transactions in prior or 
future periods, but they also 
include built-in security restric-
tions to help prevent accidental 
postings outside the defi ned date 
range. What’s more, a date-sensi-
tive audit trail is created for every 
change, and the in/out posting 
shows up in the general ledger, job 
costing and the source module. 
Detailed Date Stamping —Aside 
from stamping each transaction 
with codes that identify who 
entered it, in which module it 
originated and so on, the key to 
date sensitivity is the date. In 
the world of accounting, there are 
actually two dates: the transac-
tion date (the day that a transac-
tion hit the general ledger) and 
the posting date (the day that a 
user performed the task). Having 
a detailed history of both dates 

is important, especially when it 
comes to isolating dates (e.g., 
after last month’s balanced aging 
report and before today’s non-
balanced one.) 
Reporting Flexibility —Date 
sensitivity offers complete fl ex-
ibility when it comes to sorting, 
grouping and fi ltering data. The 
ability to run a general ledger 
fi nancial report by job (a favorite 
among construction CPAs) is one 
such example. Using sorting and 
fi ltering options, users could focus 
on a specifi c date range, all A/P 
invoices, material costs and so on. 
   
Audit trail and date sensitivity—

though not the most glamorous of 
construction accounting software fea-
tures—are well deserving of attention 
and respect. Like the major league 
catcher who watches all and assumes 
the role of “fi eld general,” these items 
play a huge role in the effectiveness of 
a contractor’s construction account-
ing software system.         
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