
29 C.F.R. § 541.603
Effect of improper deductions from salary.

(a) An employer who makes improper deductions from salary shall lose the exemption if the facts
demonstrate that the employer did not intend to pay employees on a salary basis. An actual practice of
making improper deductions demonstrates that the employer did not intend to pay employees on a salary
basis. The factors to consider when determining whether an employer has an actual practice of making
improper deductions include, but are not limited to: the number of improper deductions, particularly as
compared to the number of employee infractions warranting discipline; the time period during which the
employer made improper deductions; the number and geographic location of employees whose salary was
improperly reduced; the number and geographic location of managers responsible for taking the improper
deductions; and whether the employer has a clearly communicated policy permitting or prohibiting
improper deductions.
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