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Overview

Every year brings changes to payroll and HR laws, and 2026 is no exception.
For employers, missing even a single update can lead to penalties, compliance
risks, financial loss, and employee dissatisfaction. But the real danger isn't that
laws change; it's that employers don’t know which ones matter most to their
business.

You don't have time to track every federal, state, and local update. This guide
highlights the critical payroll and HR law changes employers need to know in
2026, and what actions to take now, mid-year, and before year-end to stay
compliant and protect your organization.

Key Considerations

( Missing updates creates risk ) ( Payroll settings must be updated )

( Misclassification remains high risk ) ( Paid leave laws are expanding )

( Pay transparency is increasing ) ( Remote work complicates compliance >

( Mid-year reviews reduce penalties ) ( Ad hoc tracking causes errors )

( Most penalties are preventable>




Payroll Tax & Withholding Updates

You Can’t Ignore

Payroll tax and withholding changes rarely happen in isolation. Adjustments to tax
tables, wage thresholds, or exemption rules can affect how payroll is calculated,
reported, and corrected later in the year. When systems or assumptions aren't
updated, small inaccuracies can quickly compound.

In 2026, employers should pay close attention to federal withholding
adjustments, state and local minimum wage increases, and evolving overtime
and classification rules, particularly as pandemic-era relief provisions
continue to phase out.

What to do next:

Verify payroll tax tables before running mid-year payroll
Conduct a classification audit to confirm exempt and non-exempt statuses

Review local wage laws for every jurisdiction where employees work




Expanded Paid Leave &

Benefits Compliance

Paid leave compliance has become increasingly complex as states and
municipalities expand mandatory programs. Employers now face overlapping
requirements that affect accruals, tracking, reporting, and employee
communications.

In 2026, new paid family and medical leave programs, expanded paid sick
leave provisions, and additional posting or reporting requirements are all
driving enforcement activity. Employers that fail to update policies or systems
risk both compliance issues and employee confusion.

What to do next:

Update employee handbooks to reflect new leave requirements
Adjust timekeeping systems to track accruals accurately

Communicate policy changes to employees before enforcement dates




Workplace Rights, Pay Transparency

& Classification Changes

Several 2026 updates place a stronger emphasis on workplace fairness and
transparency. These changes affect how roles are advertised, how compensation is
evaluated internally, and how working relationships are defined.

Pay transparency requirements in job postings continue to expand, while pay
equity reviews are increasingly expected rather than optional. At the same
time, enforcement around worker classification remains active, particularly for
independent contractors.

What to do next:

Review job postings for compliance with pay transparency laws

Conduct internal pay equity assessments

Reevaluate contractor agreements using updated legal guidance




Remote & Hybrid Work

Payroll Challenges

Remote and hybrid work arrangements continue to introduce payroll and tax
complexity. Where an employee works, not where the company is based, often
determines withholding obligations, wage laws, and benefit requirements.

Employers must manage multi-state withholding rules, understand how
remote workers create tax nexus, and apply local wage and benefit laws
correctly. Without clear processes, these issues are often discovered only
during audits or employee disputes.

What to do next:

Review state withholding requirements for every remote employee
Ensure payroll systems reflect accurate work locations

Coordinate with finance teams on potential tax nexus exposure




Mid-Year vs. Year-End

Compliance Priorities

Breaking compliance work into mid-year and year-end priorities helps reduce
last-minute corrections and reporting errors. Regular checkpoints give employers
time to identify issues before they escalate.

Mid-year efforts should focus on validating payroll accuracy and
communicating changes as they occur. Year-end work shifts toward reporting
accuracy and audit readiness.

Mid-year priorities include: Year-end priorities include:
o Updating payroll and tax tables e Confirming W-2 and 1099
 Validating classifications and reporting requirements
overtime exemptions » Reviewing benefit deductions
« Communicating leave and for compliance
benefit updates » Preparing for annual reporting
and audits

What to do next:

Assign owners for mid-year and year-end compliance reviews

Set calendar reminders tied to payroll and reporting deadlines

Document findings from each review to reduce year-end risk




How to Track Payroll &

HR Law Changes Effectively

Staying current with payroll and HR laws is far easier with a defined process.
Employers who rely on ad hoc updates or last-minute reviews are more likely to
miss deadlines or misunderstand new requirements.

A reliable approach combines trusted compliance resources, payroll
technology that adapts to regulatory changes, and regular internal reviews to
keep responsibilities clear.

What to do next:

Schedule recurring compliance check-ins

Maintain a shared compliance dashboard or tracker




Common Penalties Employers

(and How to Avoid Them)

Non-compliance with payroll and HR laws can lead to significant financial and
reputational damage. In many cases, penalties stem from preventable errors rather
than intentional violations.

Employers most often face fines, employee wage claims, back taxes, interest,
and litigation as a result of issues like miscalculated overtime, employee
misclassification, or improper withholding for remote workers. These
problems are frequently identified only after complaints or audits, when fixes
are more costly.

What to do next:

Run periodic payroll and HR compliance audits
Seek expert review for complex payroll scenarios

Document policy updates and employee communications




Conclusion: What You

Should Do Next

Payroll and HR law changes in 2026 are more than administrative updates—they
directly affect how employees are paid, how policies are communicated, and how
businesses manage risk. The difference between compliant organizations and those
exposed to penalties isn't awareness alone, but preparation.

How Brand's Payroll Helps You Stay Ahead

Payroll and HR compliance doesn't have to create uncertainty or stress. Brand's
Payroll & HR Services helps employers:

Navigate complex federal, state, and local law changes
Implement compliant payroll and HR processes

Reduce the risk of penalties and audits
Communicate policy changes with confidence

Maintain accurate, up-to-date payroll operations

Because compliance isn't just about avoiding mistakes, it's about being proactive,
prepared, and protected.

Download the 2026 Payroll Law Survival Guide PDF to get ongoing insights,
tools, and support so you never miss another payroll or HR law update.
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