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 Free checklist   How to make the 
‘exempt vs. nonexempt’ decision
To help you determine which employees 
are exempt from the FLSA, access our 
easy-to-use “FLSA Checklist: Exempt  
vs. Nonexempt Status” at www.
theHRSpecialist.com/FLSAchecklist.

If you’re responsible for approving time 
sheets or signing off on alterations to 

the hours re ported by em ployees, take 
note: It’s not just your organization 
that risks a big fine and costly litiga
tion. Your personal assets are also at 
risk, as a new court ruling shows. 

That’s because the Fair Labor Stand 
ards Act allows employees to sue their 
bosses, execs and HR professionals 
for personal liability for altering pay 
records.

For that reason, make sure super visors 
don’t tolerate—or, worse, encourage 
—offtheclock work or altering of 
records.

Recent case: A group of “living 
as sistants” (hourly workers) at a home 
for the disabled worked 48hour week
end shifts. They had to check on each 
resident every two hours, around the 
clock.

When they turned in their time sheets, 

managers routinely deducted eight hours 
because each  living assistant supposedly 
got two fourhour breaks. The CEO then 
signed off. 

The problem: The employees couldn’t 
leave the building during “breaks.” 
Be cause the time wasn’t their own, the 
court said they must be compensated.

The kicker: The court held the CEO 
personally liable, ordering him and the 
company to pay more than $500,000 
to the employees. (Chao v. Self-Pride, 
No. 061203, 4th Cir.)

Altering time sheets can mean personal liability

Is it time to stop tracking vacation leave?
In the allout battle to recruit and retain, 
more organizations are experimenting 

with taking a radically flexible approach 
to monitoring employees’ vacation and 
personal leave—or even abandoning 
such tracking entirely.

Among the latest examples:
• At tech giant IBM, each of its 

355,000 workers earns three or more 
weeks’ vacation each year, but the 
company says it doesn’t officially 
keep track of the time off.

• Netflix lets its 400 salaried workers 
take as much vacation time as they 
want, saying workers are evaluated 
on performance, not “face time.”
In essence, employers are rethink

ing their traditional timeoff policies in 

an effort to meet employees’ needs for 
flexibility, while aiming to boost pro
ductivity and retention at the same time.

Even more flexible than PTO
Plenty of employers have instituted 
paidtimeoff (PTO) banks in lieu of 
separate vacation, sick and personal 
leave plans. PTO banks offer a total 
number of days off that employees can 
use for any reason.

But these newer plans go further, 
do ing away with the concept of tracking 
leave  time altogether.

Instead, em ployees make informal 
vacation arrangements with their man
agers, guided by their ability to perform 
their jobs successfully.

Continued on page 2

Bad weather no-shows: Must you 
still pay them? If snow or other bad 
weather prevents an exempt employee 
from getting to work, can you deduct 
a full day’s pay from his or her salary? 
Yes, you can. What if your workplace 
closes due to bad weather? That’s a 
different story. To download our print-
able flowchart that helps you decide 
when you must pay employees (ex-
empt and nonexempt), go to www.
theHRSpecialist.com/snowday. 

DOL ‘refocuses’ on enforcement; 
adds 33% more investigators. 
Em ployers beware: The U.S. De part ment 
of Labor (DOL) is promising to “refocus 
the agency on its enforcement respon-
si bil ities.” It’s added 250 new field 
investigators—a staff in crease of more 
than a third—to look into employer 
noncom pli ance on pay and over time 
issues. This comes after a scathing 
report that cited DOL for weak response 
to complaints. For a free eight-step plan 
to  prepare for a DOL audit, go to www.
theHRSpecialist.com/DOLaudit.    

Worried your contractors are 
really employees? Uncle Sam offers 
amnesty through the IRS’ new Voluntary 
Classification Settlement Program. It’s 
designed to encourage employers to vol-
untarily reclassify workers as employees 
if they aren’t legitimate independent con-
tractors. Your incentive to come clean: 
None of the usual misclassification fines 
and penalties. Just 10% of the usual 
employment tax. Learn more—and find 
out if your organization qualifies—at  
www.theHRSpecialist.com/VCSP.
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The new FMLA: 9 changes you must comply withFMLA

For the past 15 years, complying with 
the FMLA has been complex, but at 

least the law (once you figured it out) 
stayed the same. But that all changed 
recently when the first major overhaul 
of the FMLA took effect.

The new rules drastically changed the 
way much of the FMLA works. Some 
changes favor employers by offering 
greater flexibility in administering leave. 

Here are the most important changes:
1. Military caregiver leave. 

Em ployees are al lowed to take up to 26 
weeks of unpaid FMLA leave in each 
12month period to care for family mem
bers who suf fered a serious injury or ill
ness while on active military duty. 

Note: The “single 12month period” 
operates as a separate and distinct “leave 
year” that starts on the first day of care
giver leave.

2. Leave for families of Na tional 
Guard and Re serve members. Fami
lies of activeduty National Guard and 
Reserve members may take up to 12 
weeks of jobprotected FMLA leave 
per year to manage their affairs. 

The FMLA leave of the employee (a 
spouse, son, daugh ter or parent) must 
be related to certain qualifying circum
stances related to the military service. 
The rules define a qualifying situation as 
one in volv ing: (1) shortnotice de ploy
ment; (2) military events and activities; 

(3) child care and school ac tivities; 
(4) financial and legal arrangements; 
(5) non medical counseling; (6) rest and 
recuperation; (7) postdeployment 
ac tivities; and (8) additional activities 
in which the em ployer and employee 
agree to the leave.

3. Revised definition of a “seri-
ous condition.” The law says a serious 
condition must involve more than three 
consecutive calendar days of incapacity 
plus two visits to a health care pro vider. 
Those two visits must occur within 
30 days of the period of incapacity.

4. Direct contact with doctor 
al lowed. Good news: The new regula
tions allow employers to directly contact 
an em ployee’s health care provider to 
seek clarification about information on an 
employee’s FMLA certification form. 

Note: An employee’s direct super
vi    sor is prohibited from making such 
in  quiries. The rules give this right only to a 
“health care provider, a hu man re sources 
professional, a leave administra tor 
(including thirdparty administrators), 
or a management official.” Don’t ask 
doctors for information beyond what the 
certification form requires.

5. Employer notice obli gations. 
In addition to conspicuously  posting 
a notice about your FMLA and com
plaintfiling procedures, you must pro
vide the same notice in your  employee 

handbooks (or distribute a copy of your 
FMLA policy upon hire). Em ployers 
now have five business days to send 
out FMLA eligibility and designation 
no tices to employees. 

6. Less leeway for employees’ 
no tice. Previously, em ployees could 
give notice of their need for FMLA 
leave up to two business days after 
being out on FMLA leave. Now, most 
employees who take intermittent FMLA 
leave must follow the employer’s call
in procedures for re porting an absence, 
unless there are unusual circumstances. 

7. Settlement of past FMLA 
claims allowed. The rules clarify that 
employees can retroactively (typically as 
part of a severance or settlement agree
ment) volunteer to settle their FMLA 
claims with their employers without get
ting court or U.S. Department of Labor 
ap proval. Prospective waivers of FMLA 
rights will continue to be prohibited. 

8. Light duty doesn’t count as 
FMLA leave. The rules make clear that 
the time employees spend performing 
“lightduty” work does not count toward 
their 12 weeks of FMLA entitlement. 

9. Perfect-attendance awards can 
be denied. Em ployers can deny perfect
attendance awards to employees who 
take FMLA leave (and thus are absent) 
as long as they treat employees taking 
nonFMLA leave the same way.

The upside. Reduced HR and super
visor administrative burdens; better 
morale; productivity.

The downside. Pressure on em ployees 
to be always on call; a greater tempta
tion for employees to exploit the  
system.

Legal risks for employers
Some employment law attorneys warn 
that such informal attitudes could put 
employers at risk in certain situations.

For starters, such a plan typically can’t 
apply to hourly, nonexempt workers, 
which means unequal perks could spark 
resentment if your workforce includes 
both salaried and hourly staff.

Unlimited leave plans also could be 
come a problem if a group of employees 
challenged their nonexempt status. Your 
recordkeeping and pay/benefits practices 
surely would be scrutinized. And unin
tentionally limiting your timeoff perk 
to certain classes of employees—such 
as administrative or salespeople—could 

result in a discrimination claim.
Additionally, unlimited, untracked 

leave could make it difficult to moni
tor the true reasons behind employees’ 
absences—reasons that could trigger 
your responsibilities under the ADA, the 
FMLA, workers’ compensation or other 
disability benefits.

Tracking leave
(Cont. from page 1)
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‘Unlimited’ employee leave: two issues to consider
In forming and following a modern time-off policy, keep in mind these considerations:

1. Consider your workforce first. If it’s primarily composed of salaried professionals, 
a more flexible time-off policy may be a cultural plus that helps retain good em ployees. 
Clearly establish who’s eligible and install at least a minimum level of accountability.

2. Be flexible, but set outside boundaries. For example, it’s legal to limit vaca-
tions to a maximum of two or three workweeks at a time or to restrict vacations when 
the workload is high.



Thwart FMLA abuse 
with periodic calls, check-ins

A Philadelphia city worker took lots of 
sick leave for anxiety. He eventually was 
granted three months of FMLA leave. The 
city  expected sick employees to stay 
home, except for doctor’s appointments. 
Sick employees had to call a sick leave 
hotline when leaving home. Plus, the city 
checked up on sick employees with calls 
and per sonal visits.

The employee twice was caught away 
from home without  having called the hot-
line. When he returned to work, he was 
suspended for violating the call-in policy. 
He sued, alleging that he had a right to be 
left alone while on FMLA leave. A federal 
court tossed out his case, saying “nothing 
in the FMLA prevents employers from en -
suring that employees who are on leave 
from work do not abuse their leave.” 
(Callison v. City of Philadelphia, 3rd Cir.)

Advice: The FMLA allows you to
check in on employees on medical leave 
to make sure they’re resting at home. 
And you can re quire that on-leave 
em ployees contact you whenever they 
leave the house.

Heed lesson of Ledbetter law: 
Audit pay policy for equality

Since the Lilly Ledbetter Fair Pay Act 
was signed in 2009, employers have 
moved quickly to revisit how they start 
setting salaries.

The lesson: If you currently allow 
supervisors wide flexibility to set pay, 
reduce that discretion. Establish clear 
rules for setting salaries that rely on 
objective factors like education, experi-
ence and training. Avoid using vague 
terms like “salaries may be adjusted in 
exceptional circumstances.”

Here’s why: Those “exceptional 
circumstances” may seem like illegal 
discrimination to lower-paid employees. 
And a jury is more likely to agree since 
passage of Ledbetter, which gives people 
new rights to file pay-bias lawsuits over 
paychecks that are decades old. (Read 
about compliance with the law at www.
theHRSpecialist.com/Ledbetter.)

You carefully track all hours worked 
by nonexempt employees. But do you 

know how many hours your exempt em 
ployees work? That can become a prob
lem if you misclassify an employee as 
exempt when the person should have 
been nonexempt.

If a court or labor department orders 
you to cough up back pay and over 
time, you won’t know how many hours 
the person worked. And a court may 
accept the em ployee’s inflated estimate.

Nothing in the law prevents you 
from requiring all employees (exempt 
and non  exempt) to record their hours 
by punching a time clock or maintain
ing a time sheet. That way, you’ll have 
time records if you need them. Just 
make sure you don’t base exempt em 
ployees’ com pen sation on those hours 
or you’ll jeopardize their exempt  status.

Recent case: When Sprint ran an 
 in ternal audit of its Fair Labor Stand
ards Act (FLSA) compliance, it con
cluded that some customer service reps, 
includ ing Philip Price, were incorrectly 
classified as exempt computer profes
sionals. They should have been nonex
empt hourly workers. 

Sprint reclassified Price as non
exempt and gave him an $8,200 check 
based on its guess of his overtime hours. 
Price balked, estimating that he often 
worked up to six overtime hours per 
day. He filed an FLSA lawsuit to recoup 
the unpaid overtime and won. 

The court said it was Sprint’s duty 
to prove how many hours Price worked, 
even though it had  classified him as 
ex empt. If Sprint couldn’t, the court 
could use Price’s estimates. (Hunter v. 
Sprint, No. 040376, DC DC)

Be prepared to back up hours worked 
for exempt employees, too 

A few years ago, the U.S. Supreme 
Court created a big fuss by ruling 

that time used to put on or remove 
some work clothes and safety gear may 
be com pen sa ble time. As a result, many 
employers changed the way they calcu
lated pay.

Now it turns out that employers may 
have been too quick to revise their pay 
habits. Recent court rulings have pro
vided clarity on the issue—and the 
news is good for employers.

The message: You generally don’t 
have to pay for the time employees 
spend preparing for their workdays, such 
as waiting in security lines or putting 
on generic headgear and work boots.

You have to pay only if the safety 
equipment is specialized and an “integral 
and indispensable” part of the work the 
employees have been hired to perform.

Example: Workers at a chicken 

 processing plant in Georgia sued, 
 saying they should be paid for time 
spent donning smocks, gloves and hair
nets. The court agreed with the com
pany. It interpreted the Supreme Court’s 
2005 decision to require payment only 
for donning and doffing special protec
tive gear, not the ordinary clothing these 
employees changed into. (Ander son, et 
al. v. Cagle’s, No. 0610306, 11th Cir.)

Stop overpaying employees  
for pre- and post-work activities

To pay or not to pay?
• Walking from parking lot to time clock

—Not paid
• Waiting in line to clear security on the 

way to the workstation—Not paid
• Putting on apron or standard safety 

boots, helmet, etc.—Not paid
• Powering up and testing an X-ray ma -

chine before taking X-rays—Paid time
• Showering after work if it’s essential to 

remove hazardous toxins—Paid time
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From the Courts
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If you’re responsible for approving

time sheets or signing off on alterations

to the hours reported by employees,

take note: It’s not just your organiza-

tion that risks a big fine and costly liti-

gation. Your personal assets are also at

risk, as a new court ruling shows. 

That’s because the Fair Labor Stand-

ards Act allows employees to sue their

bosses, execs and HR professionals

for personal liability for altering pay

records.

For that reason, make sure super-

visors don’t tolerate—or, worse,

encourage—off-the-clock work or

altering of records.

Recent case: A group of “living as-

sistants” (hourly workers) at a home

for the disabled worked 48-hour week-

end shifts. They had to check on each

resident every two hours, around the

clock.
When they turned in their time

sheets, managers routinely deducted

eight hours because each living assis-

tant supposedly got two four-hour

breaks. The CEO then signed off. 

The problem: The employees couldn’t

leave the building during “breaks.” Be-

cause the time wasn’t their own, the

court said it must be compensated.

The kicker: The court held the CEO

personally liable, ordering him and the

company to pay more than $500,000 to

the employees. (Chao v. Self-Pride,

No. 06-1203, 4th Cir.)
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Free checklist How to make the

‘exempt vs. nonexempt’ decision

To help you determine which employees

are exempt from the FLSA, access our

easy-to-use “FLSA Checklist: Exempt 

vs. Nonexempt Status” at www.

theHRSpecialist.com/FLSAchecklist.

Is it time to stop tracking vacation leave?

In the all-out battle to recruit and retain,

more organizations are experimenting

with taking a radically flexible approach

to monitoring employees’ vacation and

personal leave—or even abandoning

such tracking entirely.

Among the latest examples:

• At tech giant IBM, each of its

355,000 workers earns three or more

weeks’ vacation each year, but the

company says it doesn’t officially

keep track of the time off.

• Netflix lets its 400 salaried workers

take as much vacation time as they

want, saying workers are evaluated

on performance, not “face time.”

In essence, employers are rethinking

their traditional time-off policies in an

effort to meet employees’ needs for

flexibility, while aiming to boost pro-

ductivity and retention at the same time.

Even more flexible than PTO

Plenty of employers have instituted

paid-time-off (PTO) banks in lieu of

separate vacation, sick and personal

leave plans. PTO banks offer a total

number of days off that employees can

use for any reason.

But these newer plans go further, do-

ing away with the concept of tracking

leave time altogether.

Instead, employees make informal

vacation arrangements with their man-

agers, guided by their ability to perform

their jobs successfully.

Altering time sheets can mean personal liability

Continued on page 2

In this issue

Don’t require health assessment to

earn coverage. In a recent discussion

letter, the EEOC said employers should

not force employees to undergo health-

risk assessments to obtain health cover-

age. Such tests could violate the ADA’s

rules that “require disability-related ques-

tions or medical exams of employees to

be job-related and consistent with busi-

ness necessity.” The ruling related to an

employer that required a blood pressure

and blood-screen test to obtain health

insurance.

DOL to ‘refocus’ on enforcement;

add 33% more investigators. Em-

ployers beware: The U.S. Department of

Labor (DOL) is promising to “refocus the

agency on its enforcement responsibil-

ities.” It will add 250 new field investiga-

tors—a staff increase of more than a

third—to look into employer noncompli-

ance on pay and overtime issues. This

comes after a scathing report that cited

DOL for weak response to complaints.

For a free eight-step plan to prepare for a

DOL audit, go to www.theHRSpecialist.

com/DOLaudit.    

Most employers are finished with

recession-related cuts, says a new

Watson Wyatt survey. It found that 52%

of employers have made layoffs (up from

39% two months earlier), but the percent-

age of companies planning layoffs fell

from 23 to 13%. More than half (56%)

still have hiring freezes in effect. “They

are now focusing on smaller, more sus-

tainable cost-cutting actions,” the report

says.
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Encourage peer recognition
 We can be creative about em 

 ployee recognition. For in stance, 
we bought two toys—a “strongman” 
and a “care bear.” The employee who 
helped keep the team strong receives 
the strongman, and the employee who 
went above and beyond in a caring 
way receives the care bear. The previ
ous month’s recipient chooses the next 
month’s recipient. This encourages 
employees to pay attention to what 
others in the organization are doing.”

— Elizabeth Thompson,
Samaritan Counseling Center, Denver

Power of the post
 Here is a powerful and effective 
 way to praise, recognize and 
re ward employees for exemplary per
formance: I mail a congratulatory let
ter to their homes signed by the owner. 
They will proudly share it with their 
family and the motivational impact 
will be multiplied many times over.”

— Rich Watts, owner, 
Interform, San Ramon, Calif.

Voice mail résumé
 To qualify prospective candi 

 dates, we ask them to send a 
cover letter with their faxed résumé. 
We also ask applicants to leave a voice 
mail message with a sketch of their 
background. We want to be sure they 
can write as well as talk.”

— Kathy Esposito, president, 
All Industrial Electric, Schaumburg, Ill.

Use a PEO? Don’t 
overpay late in year

 Be careful of hidden charges 
 when using a professional 
 em   ployee organization (PEO) or staff
leasing firm. If you have a large  num ber 
of highly compensated em ployees, their 
payments for unemployment in sur ance 
and Social Security cease at some 
point during the year. Many PEOs, how
ever, continue to charge the same per
centages of salary for a full 12 months.”

— Gerald Stowers,
Execupay, San Antonio

Breakfast onboarding
 For small companies, an excel 

 lent way to make new employees 
feel welcome is to hold a company
wide in formal breakfast meeting to 
in troduce the new employee on his or 
her first day. In addition to making 
the newcomer feel part of the team, this 
saves the company time by eliminating 
the need to have his or her manager 
escort the new employee through the 
workplace to meet other employees.”

— Robert Rigg, president, 
Rigg Darlington Group, Exton, Pa.

Match hours with GPS location
 I have six field technicians,  
 each assigned a company van. 
They’re dispatched daily to outlying 
areas. It’s always been difficult to get 
them to work a full day, every day. 
We’ve taken many steps, but the most 
effective has been to add the GPS 

feature to their cell phones. For an 
additional $11 per month, per phone, 
we can get a report of their location at 
15minute intervals. If they get home
at 3:30 p.m., we know. When payday 
comes, we compare time sheets with 
the GPS report and raise questions as 
appropriate. There is little argument 
when we dock pay.” 

— Jeff Eastburn,
Hoopes Fire Prevention, Newark, Del.

Add FAQs to key policies
 As employers, we are fre 
 quently frustrated at our work
ers’ inability to understand policies that 
are plainly spelled out in employee 
man uals. The reality is, when new em 
ployees are unsure of a policy, they 
usually ask a coworker. The answer 
given has no better than a 50/50 chance 
of matching your written policy.

“In our company, we are develop
ing FAQs to go with each section of 
the policy manual. They are ‘plain 
language’ answers to such questions 
as, ‘Can I wear shorts on a Saturday 
service call?’” 

— Randy Smith,
Forum Systems Group, San Antonio

Problem Solved Real People … Real Comp & Benefits Solutions

Excerpted from Tips from the Top®, a 
publication written by business-owner 
members of The Alterna tive Board®.

‘‘

‘‘

‘‘

‘‘

‘‘

‘‘

‘‘
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Balancing your annual benefits budget 
and setting benefits priorities are some 

of your most important tasks. Why go it 
alone?

More employers are getting their em 
ployees involved in the process of decid
ing which benefits to keep and which to 
ditch. The right kind of employee input 
can increase benefits participation, raise 
satisfaction levels and make it easier to 
accept necessary cutbacks.

Your best bet for engaging employees: 
Convene a team of workers to serve as 
a benefits users group, or BUG. Such a 
group can serve as a sounding board for 
employee concerns, and help you make 
benefits choices that will be widely 
ac cepted by other employees.

Building a BUG: 3 do’s 
1. DO build a diverse team. Seek 

members of varying ages and life styles 
—from young singles to those raising 
families to those approach ing retirement. 

In clude hourly and sala ried workers.
If workers have questions about the 

benefits or why you chose the final 
package, hav ing representatives from 
through out the organization will make 
it easier to provide good answers.

Don’t exclude opinionated, outspoken 
employees; they could be come your 
biggest advocates.

2. DO focus on solutions, not open-
ended debate. Outline the factors on which 
decisions must be based: “We need to 
cut annual benefits spending by 10%.” 
Then ex plain the various cost drivers.

By keeping the choices of solutions 
to a minimum, you’ll focus the conver
sation and avoid chasing pieinthesky 
options.

3. DO encourage team members 
to solicit feedback from co-workers. 
These conversations will kickstart 
the rumor mill. So be prepared to 
quell gossip about draconian benefits 

cuts. Make sure BUG members have 
the in formation to address contentious 
issues.

BUGs beware: 3 don’ts
1. DON’T exclude spouses and sig-

nificant others. Because benefits deci
sions impact the entire family, invite 
selected family members to participate 
in the users group.

2. DON’T provide too much cost 
de  tail. Provide just enough information 
so employees can understand the prob
lem, but not enough so they link cost 
increases to one individual or a group 
of employees.

3. DON’T shut down the pipe line. 
Once you’ve made benefits de cisions, 
engage BUG members as advocates. 
Convene quarterly to discuss how well 
various benefits are working. That  
will give you a big leg up when you 
start making benefits decisions next 
year.

Fine-tune your perks with the help of a BUGCommunication

Smart compensation pros used the recession as an 
op portunity to reevaluate how they paid employees.
Here are four recessionsmart compensation strategies 

that you might decide to continue even as the economy 
rebounds:

1. Concentrate pay raises on your superstars. We all 
have A, B and even C players among our employees. The 
“A” team deserves bigger raises than the rest of the crew. 

Even if you’re laying off em ployees, retaining your best 
ones is more important than ever. These are the people who 
can see your organization through to the other side of the 
economic recovery. Don’t give them any reason to go to 
work for one of your competitors. Instead, give them good 
raises.

By “good raises,” I mean at least 5%. Go for 6% if you 
can. Identify your most prolific performers. Pile on the pay 
as much as you can.

2. Restructure incentive pay. Chances are, you’re fol
lowing the same pay routine you always have for sales staff 
and others who earn based on performance. It’s time to take 
another look.

Incentive pay should reflect goals met. Take some time to 
reevaluate those goals. Are they too easy to reach, or has the 
economy made them impossible to achieve? You might need 
to ratchet the goals up or down until the recession passes.

While you’re at it, add incentives for 
those who bring in new business.

3. Leverage the value of work/life benefits. When money 
is hard to come by, work/life benefits can help fill the void.

Over the past year or so, we’ve seen a consistently in creas
ing demand for benefits beyond compensation. Per haps 
because money is tight, employees seem to be placing a 
higher value on personal time and family. Work/life ben
efits such as telework, flexible schedules, compressed work
weeks and parttime hours or job sharing satisfy that demand.

4. If there’s less work to do, offer more training. 
Depending on an employee’s pay level, it could cost less 
to pay for a college course or a professional certification 
than to offer a raise. Slow times for your business can be 
good times for getting employees up to speed on what’s 
cuttingedge in your industry. Plus, most employees con
sider training a valuable perk.

When the good times roll around again, consider hang
ing onto the compensation strategies that you develop while 
you’re in survival mode. They could help your organization 
run leaner and your employees work more productively 
even when business is thriving.

by Jennifer LoftusExpert Advisor

Survival-mode comp strategies could be good for business

Jennifer Loftus is the national director for the New York-
based HR consulting firm Astron Solutions. Contact her at 
jcloftus@astronsolutions.com.



Q&A Forum

Do you have employees who clock in 
before their shifts start? If so, how 

can you cut down on it? Con trib utors 
to our weekly HR Specialist Forum 
(www.theHRSpecialist.com) offered 
these suggestions:

Technology
“Early clockins were a continuous 
prob lem until we found a new time 
clock. It’s set so that employees can’t 
punch in more than nine minutes early 
or nine minutes after the end of their 
shift with out a supervisor going to the 
clock with them.” 
 — L.R.P., Massachusetts

“Our time clock rounds off every 15 min  
utes. If they punch in 10 minutes early 
(i.e., 7:50 a.m.), it will round it off to 
8:00 a.m. Employees have been warned 
about punching in early and if they do 
it habitually (our time clock tracks it), 
they are written up.”  — C.J., Ohio

Discipline 
“Our company had some early clockers 
and we gave verbal warnings to those 
that we personally caught. After two 
verbal warnings, they were written up. 
We did not dock timecards.”

— Debbie, California 

“We use progressive discipline. 
Em ployees are warned not to clock in 
more than five minutes early. They 
receive an oral warning, then two writ
ten warn ings. After that, they can be 
suspended without pay for a day.”

— Mary Ann, New York

Policy
“Our policy (allows punching in)  
five minutes before the shift starts. 
Ten min utes early and the employee 
will get a verbal warning. The next 
time, he or she will get a write 
up until termination if it persists. 
We’ve terminated four employees this 

year for clocking in early.”
— M.S., Tennessee

“We state in our handbook that no one 
may clock in earlier than 10 minutes 
before their shift starts. So if someone 
clocks in 15 minutes early, our soft
ware reduces their time by 10 minutes.”

— D., Nebraska

Signage 
“We had the same issue and stopped 
it. We now have a sign next to the time 
clock with specific instructions as to 
when to punch in.”

— Cyndi, Minne sota

Supervisor meeting
“We would pay for the time, but 
in form the supervisor to talk to the 
em ployee. We have people who come 
in early due to car pooling schedules. 
They are allowed to do personal busi
ness until 8 a.m.”

— Michelle, Maryland

How can you rein in rogue ‘early-clockers’?Payroll

Can we convert all employees to nonexempt?
Q. For years, we’ve always had salaried employees. But we 
have many employees who always come in late and leave 
early. This is hard to track. We are thinking of making them 
hourly employ ees and getting a time clock. If I make them 
all hourly employees, I know that I have to pay overtime, 
but it might be worth it. Can I legally change their status 
from exempt to hourly, or are some employees required to 
be salaried? — B.B., New York

A. No law prevents you from converting all of your em ployees 
to hourly, nonexempt status. How ever, on top of the additional 
overtime costs you’d face, I anticipate that an acrosstheboard 
change would create a morale  problem, too. 

Indeed, many employees are disappointed when they’re 
converted from salaried to hourly status. Those employees 
aren’t focused on the overtime dollars. Instead, they view 
themselves as “professionals” and think of overtime as some
thing for “less valuable” employees.

Break into vacation leave bank if sick leave is empty
Q. If an employee is out sick but has already used up her 
sick leave hours, can we legally subtract from her vacation 
time instead? — K.P., Michigan 

A. Generally, yes. You can legally tap into an employee’s 
vacation allotment for sick leave absences if the employee 
has exhausted all of his or her sick time. Before you do, 
review your policies and past practices to make sure that 

you’ve handled similar situations the same way.
Also, consider implementing a paidtimeoff (PTO) plan, 

in which employees accrue time off in a single leave bank.

You can remove injured employees for safety reasons
Q. An employee told us he has a bad hernia. He wants to 
wait a couple months to have the operation, since it requires 
six weeks’ recovery. He does some lifting in his job. Yester-
day, he went home early because he was in pain. Now that 
we are aware of his condition, what’s our liability? And what 
should we do? — D.C., New Jersey

A. Under the ADA’s “direct threat” provision, if you believe, 
based on objective evidence, that an employee can’t safely per
form his job because of a medical condition, you can require 
the employee to take a medical exam. That’s true whether the 
employee’s condition poses a threat to the safety of others or 
just to himself. Advise the doctor performing the exam of the 
employee’s essential job functions. And ask the doctor to report 
whether the employee can safely perform such functions with 
or without reasonable accommodation.

If you simply allow the injured employee to continue work
ing, you could face a significant workers’ comp claim. Keep in 
mind, workers’ comp laws in many states cover preexisting con
ditions that are aggravated during the course of employment.
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Do you have a question for our Q&A Forum? If so, you can fax it 
to HR Specialist: Compensation & Benefits at (703) 905-8042 
or email it to HRCBeditor@BusinessManagementDaily.com
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15-min. workout (in work clothes) 
cuts excuses to skip exercise 
The 280 employees at Boland Inc., a 
Rock ville, Md., air conditioning com
pany, have run out of excuses not to do 
at least a minimum amount of exercise.

Reason: Two years ago, the company 
adopted Rick’s Quick Fit, a 15minute 
work  out that employees can do in their 
work clothes. A 10minute stroll on a 
treadmill, a threeminute workout with 
hand weights, a minute of stretching and 
a min ute of stomach crunches every day 
has helped some of the 200 participants 
lose weight or lower blood pressure. 

Boland held training sessions on how 
to do the exercises safely. Now em 
ployees do the daily program either at 
home or in the office gym during breaks.  

Shopping-spree contest 
helps boost sales, morale 
Every few months, employees of Fun 
Bike Center MotorSports in Lake land, 
Fla., gather at a local grocery store 
be fore it opens to watch three to five 
of their lucky colleagues scramble to fill 
their carts with as much food as possi
ble in a set amount of time. One recent 
participant snagged $1,000 worth of 
groceries in five minutes.

Employees qualify for the shopping 
spree and other perks by meeting sales 
goals and impressing mystery shoppers. 
The company also hosts scavenger hunts, 
Jet Ski outings and fishing trips with 
managers and their teams. Result: low 
turnover and steady sales.

Paying cash for 
wellness participation
Pepsi offered a $75 Mastercard prepaid 
debit card to any em ployee who par
ticipated in a health assessment. It 
worked: 70% of the 33,500 employees 
participated.

For employees who needed follow 
up help, the company offered $100 to 
workers who attended classes on smok
ing cessation, diabetes manage ment, 
highrisk maternity or de pres sion.

For every $1 the company invests, 
it sees a $1.50 to $2 return.

‘Nanny Share Network’ helps 
solve day care dilemmas
When they heard rumblings from staff 
that finding reliable and afford able in
home child care was becoming more 
difficult, the ben efits pros at the Uni ver-
sity of Wash ing ton in Seattle devel oped 
the Nanny Share Net work: a free ser
vice for faculty, staff and students. 

How it works: Employ ees fill out a 
registration form, adding it to a secure 
Nanny Share database on the university 
network where staffers can search for 
suitable share arrangements. 

Employees contact potential matches 
via email and then email the benefits 
department when they reach an agree
ment. The university then provides 
help ful resources on nanny shares and 
encourages dialogue through an online 
discussion board.

Marital counseling as a benefit
S. Truett Cathy, founder of the 
Chick-fil-A restaurant chain, has 
been happily married for more 
than 50 years. He wants his 
em ployees to be just as blissfully 
bonded. So, he offers premarital 
and marital counseling to his 
central office employees and 900 
franchise owners.

The move goes beyond typical 
employee assistance programs that 
as sist only em ploy ees who are hav
ing difficulty in their relationships. 
Instead, the counseling provides 
practical exercises to improve 
communication.

The company feels that marital 

strife can damage employees’ work 
performances. The goal: Avoid this 
loss of productivity by providing assis
tance to employees before domestic 
problems start affecting work.

‘No walls’ management 
boosts referrals 
At Ohiobased The Right Thing Inc., 
about 70% of new hires come from 
employee referrals. One key reason is 
the 350employee company’s laidback 
atmosphere, with no formal managers 
or departments. And turnover has fallen 
dramatically since 2003, when the com
pany began an em ployee profitsharing 
plan that involves half the company’s 
profits.

New moms get mentors,  
extra time off at PwC
New Yorkbased Pricewaterhouse-
Coopers is working to retain its work
ing women by pairing them with other 
PwC moms and then allowing them to 
take up to five years off after a birth.

“Mentor Moms” connects each new 
mother or mothertobe with a col
league in her regional office who also is 
a working mom. Mentors offer support 
and guidance about the transition from 
maternity leave back to work. More than 
250 women from 45 of the organization’s 
U.S. offices have volunteered as mentors. 
About 80 pairs work together at any time.

A look at comp & benefits trends around AmericaWhat’s Working

By The Numbers
Health care education offered by employers
 2003 Today
Open enrollment materials 72% 93%
Links to health plan on intranet 44 78
Plan info on employer intranet 33 73
Disease-management programs 24 64
Health fairs or workshops 33 58
Links to health content on intranet 39 57
Nurse line/demand management 23 54 
Newsletters 19 52
‘Report card’ comparing plans   6 18
Self-diagnostic testing n/a 11
Source: Deloitte Consulting, Reducing Corporate Health Care Costs
Survey.

Wellness benefits: 
Who’s offering what?

Percentage of employers offering each 
benefit, according to the Society for Human 
Resource Man age ment’s annual Benefits 
Survey.

Wellness programs 59%
Smoking cessation program 39%
Health screenings 38%
Fitness center subsidy/ 
reimbursement  35%
Weight-loss programs 30%
Nutritional counseling 19%
On-site fitness classes 12%
Health care premium discount 
for getting annual health risk 
assessment 10%



Switching payroll vendors? Have a Plan B
Here’s a cautionary tale to consider if you’re planning to 
upgrade your time card to a hightech electronic system: A 
Pennsylvania branch of United Cerebral Palsy did such a 
switch, but because of a glitch, more than 100 employees 
either weren’t paid at all or had mistakes in their checks. 

Plus, because the system failed to track employees’ hours, 
the organization was unable to bill clients. The lesson: Have 
a backup system ready to go to track employees’ hours. 

Back problems: the top workplace disability claim 
It’s smart to focus your healthprevention dollars on the 
ailments that cost your organization the most in employee 
ab sences, decreased productivity and increased health care 
costs. The top five chronic conditions that cause the most 
workplace disability claims, according to MetLife, are:  
(1) lowerback disorders; (2) depression; (3) coronary heart 
disease; (4) arthritis; and (5) pulmonary disease. 

Money trouble is the No. 1 stress point for employees
What’s keeping your employees awake at night? For most 
it’s money woes and work/life balance. In a poll by work/life 
vendor LifeCare, nearly onethird of 1,500 employees sur
veyed said financial issues topped the list of their greatest 
challenges. Onequarter cited the struggle to balance work 

and family. Also in the running: health and wellness matters 
(12%); legal issues (12%); child care issues (8%); and adult 
care worries (3%).

Tip: Finan cial education programs can help to alleviate 
employee stress.

FYI
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In today’s pareddown business envi
ronment, you shouldn’t be wasting 

time or money offering benefits no one 
cares about. 

If you haven’t already, says benefits 
consultant Gary Kushner, now’s the 
time to review all your benefits, take a 
magnifying glass to your coverages and 
conduct eligibility audits.

Kushner advises taking these eight 
steps to maximize the value and reduce 
the costs of the benefits you provide:

1. Dump unnecessary benefits. 
Kushner recommends regularly asking 
yourself, “Why do we offer this ben
efit?” If it doesn’t help recruitment or 
employee retention, get rid of it.

2. Examine PTO designs. Take a 
fresh look at leave plans that progres
sively increase time off the longer an 
employee has been with the organiza
tion. Standard amounts of leave for 
all employees are easier to administer. 
Kushner urges considering paidtime
off banks.

3. Analyze retirement plan designs 

(and fees). Study up on the brokerage 
fees your employees have to pay to 
maintain their retirement investments. 
If they’re too high, you’ll hear about 
it from financially savvy workers who 
are studying their statements in great 
detail now.

4. Conduct eligibility audits. Make 
sure you’re insuring only those who 
are eligible for your coverage. Kushner 
says about 8 to 10% of those enrolled 
in employerprovided health insur
ance plans are probably ineligible. Your 
insurance carrier or broker can help 
you do an audit.

5. Review health plan coverages. 
Spend some time talking to your car
rier about coverage you may not want 
to pay for. Most insurers will be happy 
to underwrite experimental or unproven 
medical procedures, but you’ll pay 
a hefty price. Kushner cites gastric 
by pass surgery as one popular, expen
sive and oftenineffective procedure 
you might want to bypass paying for.

6. Determine cost sharing wisely. 

Think creatively about who pays how 
much for what. Could you ask higher
paid staff to take on larger copays and 
deductibles? It might make it easier to 
offer affordable coverage to the rank
andfile.

7. Make sure your prescription plan 
covers what you want. Some plans 
generously cover drugs to treat erectile 
dysfunction and hair loss, yet scrimp 
on diabetes meds. “The last thing you 
want is employees failing to take the 
medications they need because they’re 
too expensive,” Kushner says. “That 
will raise your costs in the long term.”

8. Scrap one-size-fits-all designs. 
Standard plans for everyone company
wide made sense at one time—like 50 
years ago! Changing demographics and 
lifestyles require a different approach to 
benefits. “Today, only 9% of the work
force looks like Ozzie and Harriet,” 
Kushner says. Get to know your work
force to understand the mix of benefits 
that will best serve your employees 
without busting your bottom line.

8 ways to trim marginal benefits, max out those that workRecession toolkit
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By The Numbers: Location, location, location
Pay for the same job can vary by 30% depending on the city in 
which the job is located, a new study by Mercer reveals. Here 
are the five cities that pay the most and the five that pay the 
least for a job with a national median salary of $30,000. 

  % difference from  
City Local median pay national median pay
San Francisco $37,023 23.4%
New York $36,023 20.0%
San Jose, Calif. $36,000 20.0%
Los Angeles $33,160 10.6%
Seattle $33,157 10.5%
Albuquerque, N.M. $28,300 -5.7%
Omaha, Neb. $28,167 -6.1%
Birmingham, Ala. $28,117 -6.3%
Buffalo, N.Y. $28,113 -6.3%
Little Rock, Ark. $27,060 -9.8%
Source: Geographic Salary Differentials, Mercer.


