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Introduction 

Welcome to Section 10 of the CPP study group.  Section 10 – Recordkeeping and Record Retention – highlights a 
couple areas of professional responsibility that a payroll professional is responsible for.  How to keep records 
and how long to maintain them are not topics of discussion on just how to manage your work or keep yourself 
organized.  There are laws that regulate for how long records must be kept and - in some cases – also regulate 
the manner in which records are to be maintained. 

Throughout this document you’ll be given highlighted content to supplement The Payroll Source.  While this 
content will not cover everything you need for the exam, it is a good tool to help facilitate studying.  Different 
icons will point out special items 

 Example 

 Form to know 

 Legislation to know 

 Number to know 

 Test your knowledge 

FYI - Topics from Content Outline 
Compliance 

Record Retention 

Federal Wage Hour Law (FLSA) 
Rules regarding record retention for the wage and hour law are regulated by the Fair 
Labor Standards Act.  The FLSA requires record retention – depending on the document 
- to be for either two years or three years.  Within the two or three years categories, 
the retention timeline is also based on whether it’s two or three years from 1) the date 
of entry or 2) the date in effect.  A more detailed list is in The Payroll Source on page 
10-2. 

 

Three years from the date of entry: 

 Name 

 Address 

 Date of birth 

 Regular rate of pay for overtime weeks 

 Hours worked each workday and workweek 

 Total wages for each pay 

 

Three years from the date of effect: 

 Collective bargaining agreements 

 

Two years from the date of entry (think of items in this category as voluminous data 
that would be too much to keep for three years): 
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 Records for supporting hours worked (e.g., timecards) 

 Records substantiating additions to or deductions from wages 

 

Two years from the date of effect (think of items in this category as voluminous data 
that would be too much to keep for three years): 

 Wage rate tables and piece rate schedules 

 Work time schedules (hours and days of employment) 

 

While FLSA does not require record retention for exempt employees on items such as 
hours worked, regular rate of pay, etc., employers must retain records that support 
wages paid and how the wages were calculated. 

 

Hospitals and residential care facilities have special requirements if they have elected 
a 14-day work period.  Records must also be retained regarding the 14-day period, 
premium calculation, etc.  In addition, the agreement that must be in place between 
the entity and the employees must also be retained. 

 

The FLSA does not require an employer to keep its records in any particular fashion.  
All that’s required is that the records are accurate, accessible and understandable.  In 
addition, the records can be kept in a system, on paper or on other imaged media 
(microfilm, microfiche, etc.).  The records must be able to be researched at the site or 
within 72 hours if stored centrally. 

 

If an employer is willfully not compliant with recordkeeping regulations, the employer 
can be fined up to $10,000.00 and/or imprisonment up to six months.  Keep in mind 
that if a case ever comes down to the employer’s word versus the employee’s word, 
the court will typically side with the employee. 

Internal Revenue Code 

The Internal Revenue Code also requires recordkeeping for each employee.  Typical 
records to maintain are as follows (more complete list on page 10-5 of The Payroll 
Source: 

 Employee’s name, address, social security number 

 Total amount and date of compensation paid and amount of taxes withheld  

 Total amount subject to withholding 

 Pay period 

 Employee’s Form W-4 

 Fringe benefits 

 Copies of returns filed 

 Employer’s EIN 

 Benefit plan information to explain pre-tax dollars 

 

Documents that must be retained need to be retained for at least four years after the 
due date of the tax for the return period to which the records relate.  Information 
related to taxes paid by the employees must be retained for at least four years after 
the due date of the employee’s personal tax return. 
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  Form W-4 that is in effect for wages paid in 2007 must be retained until at 
least April 15, 2012. 

 

The willful failure to comply with IRC record retention requirements is punishable by a 
fine up to $25,000.00 and/or imprisonment up to a year. 

 

The IRS indicates that records can be retained electronically: must be readable and 
accessible by the IRS when requested.  The employer does have to keep information on 
how information is kept: functions performed for data flow, internal controls for 
accurate and reliable processing, internal controls to prevent alteration of records. 

Federal Anti-Discrimination Laws 

ADEA 

Age Discrimination in Employment Act of 1967 prohibits employers from making hiring, 
termination, or other personnel decisions based on the age of individuals who are at 
least 40 years of age.  The law requires record retention in two groups. 

 

For three years, employers must retain the following: 

 Name 

 Address 

 Date of birth 

 Occupation 

 Pay rate 

 Compensation 

 

For one year, employer must retain the following: 

 Job applications 

 Records reflecting failure to hire, promote, transfer, demote 

 Employer-administered tests or physical exams used in making personnel 
decisions 

 Job advertisements 

 

Please note the above lists are not all conclusive.  The Payroll Source should be 
referenced for more detailed lists. 

 

The ADEA also requires that the records be kept at the employee’s worksite or at a 
centralized location.  

FMLA 
The Family Medical Leave Act also sets guidelines for record retention.  Some examples 
of records required to be maintained are as follows: 

 Basic payroll and demographic information 

 Occupation 

 Rate/compensation 

 Date of FMLA leave taken 
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 Copies of written notices of intention to take FMLA 

 Records of any disputes 

 

Similar to FLSA, FMLA records are required to be maintained for three years, and any 
medical records must be kept separately. 

 

USCIS 
Details covered in Section 1 with I-9 information 

ERISA 
Employee Retirement Income Security Act - related to Section 4 content 

 

Regulations indicate that documents related to ERISA must be retained for at least six 
years.  These regulations are expected of any entity that is required to file reports on 
pension and health plans. 

Test Your Knowledge 
1. Under FLSA, work time schedules establishing the hours and days of employment must be retained for how 

long? 
a. Three years from the effective date 
b. Three years from the entry date 
c. Two years from the effective date 
d. Two years from the entry date 

 
2. An employee is hired on February 1, 2007 and terminates on May 1, 2009.  Under IRCA, an employer must 

retain Form I-9 until: 
a. February 1, 2008 
b. February 1, 2010 
c. May 1, 2010 
d. May 1, 2012 

 
3. Under ADEA, an employer must keep documentation related to the failure to promote an employee for a 

MINIMUM of: 
a. one year 
b. two years 
c. three years 
d. four years 

 
4. Under the Internal Revenue Code, an employee’s address must be kept for a MINIMUM of: 

a. one year 
b. two years 
c. three years 
d. four years 

 
5. Under FLSA, records substantiating deductions from wages must be maintained for a MINIMUM of: 

a. Three years from the effective date 
b. Three years from the entry date 
c. Two years from the effective date 
d. Two years from the entry date 
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6. All of the following documents are required to be retained under FMLA EXCEPT: 
a. dates of FMLA leave taken 
b. employee occupation 
c. section 125 benefit plan documents 
d. premium payments for benefits 

 
7. An employee’s rate of pay is required to be maintained for three years under all of the following 

regulations EXCEPT: 
a. ADEA 
b. FLSA 
c. FMLA 
d. IRS 

 
8. Records pertaining to taxes withheld on wages paid to an employee on August 11, 2007, must be retained 

by the employer until: 
a. August 11, 2011 
b. October 31, 2011 
c. December 31, 2011 
d. April 15, 2012 

Validate Your Progress 
Record Retention 

 Knowledge of IRS requirements 

 Knowledge of FLSA requirements 

 Knowledge of FMLA requirements 

 Knowledge of USCIS requirements 

 Knowledge of ERISA requirements 

 Knowledge of ADEA requirements 


