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Department of Labor Announces Final Overtime Rule

April 25, 2024

On April 23, 2024, the Department of Labor (DOL) announced the final version of a rule that will significantly increase
the annual salary threshold required to classify employees as exempt under the Fair Labor Standards Act (FLSA).

Although the rule will not change the job duties test under current regulations for administrative, executive, and
professional employees, it does provide for a stepped set of increases of the minimum salary requirement from the
current level of $684 per week ($35,568 per year) to $844 per week ($43,888 per year). The initial increase is effective
July 1, 2024, the salary threshold will increase again on January 1, 2025, to $1,128 per week ($58,656 per year) and be
recalculated every three years thereafter (beginning July 1, 2027).

The DOL estimates that approximately 1 million employees will be affected by the initial update and another 3 million
employees will be impacted by the second salary increase. To maintain the exempt status of employees affected by the
new rule, employers must either increase salaries or reclassify the employees as non-exempt workers who are entitled to
overtime pay after 40 hours a week, at no less than time-and-half their regular hourly rates.

Employers should examine compensation of workers who are classified as exempt but who are paid below the new
salary levels to determine whether the need to pay overtime will significantly increase costs, whether conversion to an
hourly paid status is most appropriate or whether other options such as salaried non-exempt status are preferrable. The
analysis should consider the amount of overtime worked by the currently exempt employee, how payment of the
premium rate will affect compensation and labor costs, how resetting rates to account for the need to pay overtime will
affect employees and administrative burdens involved in tracking hours of a new group of employees.

In addition to increasing the threshold salary level for white collar employees, the final rule also provides tiered updates
to the total annual compensation requirement for "highly compensated employees." Currently, an employee who is
guaranteed total annual compensation of at least $107,432, and who customarily and regularly performs one or more of
the exempt duties or responsibilities of an executive, administrative or professional employee, is exempt from overtime
requirements. The new rule increases the salary threshold for highly compensated employees to $132,964 per year on
July 1, 2024, and to $151,164 on January 1, 2025. In 2016, the DOL issued a similar rule, which was challenged in Texas
and ultimately invalidated by a Texas federal court. We expect that similar challenges will be raised to the DOL's 2024
rule.

Miller Canfield will continue to monitor and report on further developments. As always, please contact your Miller
Canfield attorney or the authors of this alert if you have questions.
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