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The US Department of Labor has issued final regulations regarding the minimum salary 

level for an employee to be exempt from overtime pay requirements. While the overall impact of 
the new regulations may be significant, the key change is fairly simple. In a nutshell:  
 

Beginning December 1, all employees who earn less than $47,4761 per 
year must be classified as non-exempt and paid overtime (time and a 
half) for all hours worked over 40 in a work week.2 

 
There is no other change to the general criteria for being exempt from the overtime 

requirements.3 Exempt employees earning $47,476 or more will still be exempt.  
 

Next Steps Before December 1 
 

(1) The most important task is to determine which employees who are currently classified as 
exempt would change to being nonexempt as of December 1 due to this new salary threshold. 
Beyond that, an employer would handle overtime for these employees like any other nonexempt 
employees, i.e.., regulate – strictly or loosely – their overtime by requiring written approval from 
a supervisor in advance. 

 
If an employer wants to make more structural changes, there are a couple of options: 
 
• Raise the employee’s salary above the $47,467 threshold so they remain exempt; or 
• Adjust an employee’s job duties, including by reallocating or redistributing job duties 

among several employees, in order to reduce the need to work beyond 40 hours. 
 

                                                 
1 Beginning on January 1, 2020, this minimum salary number will automatically be adjusted every three years by the 
US Dept. of Labor. 
2 If employees generally are not required to work 40 hours per week, then hours worked in excess of the required 
number, but not exceeding 40, can be paid at straight time.  
3 The new regulations also raise the threshold from $100,000 to $134,000 for the “highly compensated employee” 
exemption from overtime pay. This exemption, which is seldom invoked, essentially applies a relaxed “duties” 
standard because a high level of compensation is a strong indicator that an employee is exempt. 
 



 An employer also may require a non-exempt employee to take time off without pay 
during the same pay period in order to offset overtime compensation. The overtime earned still 
has to be paid, but regular hours can be reduced as an offset.  
 
Personnel Policies 
 

 An employer should ensure that personnel policies are updated to reflect the new 
minimum salary threshold. In addition to overtime pay, other policies of an employer may be 
impacted. For example, many employers limit telecommuting to exempt employees only. 
Nonexempt employees also cannot receive compensatory time in lieu of overtime, even if they 
want to.   

 
Benefit Plans 
 

The new overtime rules should not impact health, pension, or other employee benefit 
plans. 
 
Time Keeping 
 

The record keeping requirements for nonexempt employees have not changed. Therefore 
whatever method an employer is currently using to confirm the hours worked by nonexempt 
employees can continue.  

 
For employers that have not previously had nonexempt employees, there is a general 

requirement to keep records of hours worked. This can be satisfied with time sheets (daily or 
weekly) and/or clocking in and clocking out. But these are not required under the law, at least 
not for employees who have a regular work schedule.  In such cases the employer may simply 
keep a record of the schedule and indicate the number of hours the actually worked only when an 
employee works overtime.  
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