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Employees have many motivations for working, but a paycheck is the first. Both the 

federal and state governments take a major interest in the accuracy of and 

regulatory compliance within the employment relationship and especially for 

payroll.  

Most of us have a general knowledge of federal wage-and-hour regulations and 

procedures, after all we are also employees and we care about our paychecks. A 

general knowledge can be dangerous, the wage-and-hour rules are much more 

complex than we might imagine (practice administrators should also be aware of 

state specific regulations).  

One simple thought can be helpful – the responsibility for compliance always falls 

on the employer.  

The regulations are very precise about required recordkeeping; payroll and 

employment records MUST be kept for a minimum of three years. For multiple 

reasons many professional advisors recommend six or seven years for many 

records.  

These records are subject to inspection and audit by the Department of Labor, 

Wage and Hour Division, and of course the IRS, the state income tax office, 

unemployment auditors and sometimes workers comp auditors. Keep the records, 

keep them in an orderly system and keep the records in a safe place (basements do 

flood) with appropriate backup of digital files.  

Payroll records meeting wage-and-hour standards will usually meet the 

requirements of other auditors. Payroll tax returns, W-2s and payroll ledgers should 

be kept for at least six years.  

An employer is not required to have a time clock, either punch card or swipe card. 

Employers must have time records for “non-exempt” employees, and the records in 

any format are required to be “complete and accurate.” The technical format is up 

to the employer.  



So what is a non-exempt employee? Certain employees are exempt from some 

wage-and-hour laws due to being in an exempt category – executive, professional, 

administrative, and certain computer and sales positions. All others are non-

exempt.  

Accountants and consultants are regularly asked something like this – “if I put 

everyone on salary can I ignore the overtime rules?”  

Emphatically NO! Putting an employee “on salary” does not create an exemption.  

Some practice employees may fall under the administrative exemption, particularly 

the practice administrator. But simply doing administrative work all day does not 

create an exemption.  

If the practice has meeting or training sessions after hours or on Saturdays, and 

the meetings are mandatory, the employees should use standard time keeping 

procedures and the time must be paid.  

If employees work “off-the-clock” – coming in early or staying late to get organized 

or catch up, the compliance failure is the employer’s fault. If employees work 

through unpaid lunch time lunch, the compliance failure is the employer’s fault. If 

employees are not following time keeping procedures, the compliance failure is the 

employer’s fault.  

Most employees pay break time, to avoid the hassles of time keeping and policing 

(enforcing time limits are of course quite acceptable). Meal times, usually 30 

minutes or more, can be unpaid if there is a bona fide absence from the work area. 

Constant interruptions, including taking telephone calls, will require the meal time 

to be paid.  

Home office employee travel to satellite offices should usually be paid. Employees 

for whom the satellite office is the regular duty station are not paid to travel to the 

satellite, but would be paid for travel to the home office. If an employee is asked to 

stop at the hospital on the way to work to pick up films or reports should be paid at 

least for the travel time from the hospital to the office.  

Employers must develop and enforce procedures, and develop disciplinary 

procedures for employee violations (do not dock pay though, that could create 

other problems).  

_____  

This column is not professional advice; such advice should always be obtained from 

properly licensed and experienced professionals. 


