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Fair Labor Standards Act Tip Sheet 
 

The Fair Labor Standards Act mandates overtime compensation for a work week in excess of 40 hours, sets minimum wage 
and recordkeeping standards and establishes restrictions on the employment of minors (http://www.dol.gov/esa/whd/Flsa/).  
Violations of the Fair Labor Standards Act can leave Financial Management Services entities vulnerable to costly lawsuits.   
 
To ensure Fair Labor Standards Act compliance, companies and government entities must collect and maintain time and 
payroll information for all employees for at least three years.  This rule applies to Financial Management Service entities just as 
is does other organizations that pay employees. 
 
In a 2004 article for Workcite Employment and Benefits Legal Update, attorney Brian Barger cited that organizations that failed to 
meet the following recordkeeping requirements were most likely to incur costs related to Fair Labor Standards Act violations: 
 

� Maintain timesheet records 
� Record worker time-in and time-out on each timesheet 
� Keep records of unauthorized overtime 
� Record and pay for required breaks 
� Maintain accurate payroll records for at least three years 

 
The Fair Labor Standards Act does not require that records are maintained in any particular form (e.g. paper or electronic), but 
it does require that certain records be maintained for non-exempt employees.  Workers in participant direction programs are 
almost exclusively non-exempt.  Financial Management Service entities should ensure they are storing all of the following 
information on individuals who provide service to participants: 
 

� Employee name 
� Employee address, occupation, gender and birth date if employee is under 19 years of age 
� Start and end day of employee’s work week 
� Total hours worked per day and week 
� Total straight time earnings 
� Regular hourly pay rate 
� Total overtime paid 
� All wage deductions (including garnishments) or additions 
� Wages paid by pay period 
� Date wages paid and the dates of the pay period worked 

 
Companionship Exemption 
Financial Management Service entities should be extraordinarily careful before utilizing the Fair Labor Standards Act 
Companionship Exemption.  The Companionship Exemption allows household workers who are serving as companions of 
their employers to be paid less than minimum wage and to not be paid overtime for hours worked in excess of 40 per week.  A 
worker may qualify to be paid per the companionship exemption if: 
 

� The state in which he/she is working fully recognizes the companionship exemption (over 20 states do not). 
� The worker is a domestic/household employee per the Department of Labor’s definition (29 C.F.R. § 552.3).  That is, 

the employee provides services of a household nature in or about a private home (permanent or temporary) of the 
person by whom he or she is employed. 

� The worker provides “fellowship, care, and protection for a person who, because of advanced age or physical or 
mental infirmity, cannot care for his or her own needs.”  

� Services may include “household work related to the care of the aged or infirm person such as meal preparation, bed 
making, washing of clothes, and other similar services.” 

� The worker may not spend more than 20 percent of work time performing services that are of a general household 
nature. 

 
The FLSA Companionship Exemption is difficult to interpret.  The National Resource Center for Participant-Directed 
Services strongly suggests that a program seek full legal review prior to paying workers using the Companionship Exemption 
from Fair Labor Standards Act requirements. 
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