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Human Resources: Back-to-Basics Bulletin Series
Must Employers Include Paid Time Off In “Hours Worked?”

Under the Fair Labor Standards Act (FLSA), employees must be paid for all hours they are
“suffered or permitted to work” for the employer. Determining exactly what constitutes “hours
worked” is essential in determining an employee’s compensation and remaining in compliance
with both the minimum wage and overtime requirements of the FLSA.

Frequently, the issue of working time arises in the context of calculating overtime compensation.
Overtime need only be paid for all hours worked in excess of 40 in a week. So what happens if
the employee is off on paid sick leave, vacation, or holiday? Must the employer include this paid
time off in the hours work?

Typically, the answer is “no.” Unless the employer has agreed otherwise, time off for holidays or
leave is not part of hours worked under the FLSA. This means that such periods of time do not
count toward overtime premium pay due to the worker.

For example, if an employee normally works Monday through Friday but takes Wednesday as a
sick day, the employer does not have to pay for overtime if the employee works Saturday of that
week. Since the employee worked only 32 hours in the week, an additional eight hours on
Saturday will not subject the employer to overtime liability.

However, if an employer is subject to an employment contract or collective bargaining
agreement that provides for calculating paid time off as compensable working time, then the
employer is obligated to follow the terms of the agreement.

This bulletin was prepared by Jim Petrie. Jim can be reached at 614.227.2373 or
jpetrie@incomplianceconsulting.com. Please contact any INCompliance consultant for more
information at info@incomplianceconsulting.com. This and other bulletins can be accessed on
the INCompliance website.
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