
The Fair Labor Standards Act (FLSA), enforced by the 
Department of Labor (DOL), requires employees to receive 
overtime pay if they work more than 40 hours per week. 
However, certain exemptions apply to this 78-year-old law 
based on an employee’s position.

The DOL released their much-anticipated regulation changes 
this spring, which requires all employers to examine their 
positions and their methods of paying their employees.

These new regulations are scheduled to go into effect on 
December 1, 2016. Employers must be in compliance with 
the pay period that includes December 1.

This change will affect millions of workers nationwide.

Your road map 
of the new 
overtime rules

Are you prepared to assess and reclassify your affected employees?

Let’s walk through the new rules and help you develop your path.



You are here.

What has changed?

What hasn’t changed?

How do I prepare  
for the new rule?

Where to next?

Create your 
communication plan



What hasn’t changed?

The DOL did not make any changes to the duties tests for executive, 
administration, or professional exemptions.

The following employees are still exempt from overtime pay:
• Executive, administrative, and professional employees if their primary 

duty is related to the “management or general business operations of 
the employer or the employer’s customers”

• Outside sales employees
• Computer professionals
• Some farmworkers and agricultural employees

DUTIES TEST

No changes were made in the regulation governing how employees are 
to record or report hours worked. If previously exempt employees are 
reclassified to non-exempt in December 2016, they may have to comply 
with timekeeping rules that have not previously applied to them.

TIMEKEEPING REQUIREMENTS

JOBS EXCLUDED

Remaining unchanged, jobs in which there is still no salary 
level requirement includes outside sales employees, 
teachers, and practicing doctors and lawyers.

PART-TIME EMPLOYEES

No modifications were made to accommodate workers who 
perform exempt duties on a part-time basis. However, the minimum 
salary level per week ($913 per week, effective December 1, 2016) 
will still apply in order to be considered exempt.



What has changed?

The minimum salary level for exempt/salaried professionals will increase 
from $455 per week ($23,660 per year) to $913 per week ($47,476 per 
year). 

If an employee’s annual salary is less than $47,476 per year, his or her position 
will have to be addressed in regards to the new regulation. This means that 
salaried exempt employees earning less than $47,476 per year must be paid 
an overtime rate for any overtime hours (i.e. hours worked over 40 in a week).

EXEMPT SALARY THRESHOLD

The minimum salary level for these FLSA overtime exemptions will 
automatically update every three years to account for national wage 
adjustments. This number is based on the 40th percentile of the lowest 
income region of the country, currently the South. 

Going forward, the DOL will publish the updated salary levels 150 days 
in advance of the effective date. The next salary threshold adjustment is 
forecasted to be around $51,000 upon its first update on January 1, 2020.

AUTOMATIC ADJUSTMENTS

$23,660

$47,476

Example:  An employee earning $45,000 per year with a 2.5% quarterly 
bonus would actually earn $49,500 per year and would meet the threshold.

BONUSES

For the first time, the DOL will allow employers to attribute up to 10% 
of non-discretionary bonuses, incentive pay, and commissions toward the 
minimum salary threshold. The 10% compensation must be quarterly or 
more frequent – annual bonuses are still not counted toward this number.



How do I prepare  
for the new rule?

ASSESS CHANGES AND MODIFICATIONS

Make sure to focus on current exempt professionals who earn less than the new 
salary threshold ($47,476), and use this opportunity to review your workforce and 
all classification of employees.

AUDIT PAYROLL RECORDS and determine impacted employees

After identifying exempt professionals who fall below the salary threshold 
($47,476), examine possible modifications to employee classifications. Here are 
a few options to get you started:

Reclassify employees: With a potential increase in overtime compensation, 
you may reclassify exempt professionals to non-exempt and pay them hourly. 
However, you need to determine the impact of overtime when reclassifying 
employees to non-exempt.

Remember: Someone cannot be considered exempt simply if they meet 
the salary threshold. Employers must still adhere to the duties test.

Raise annual salary threshold: You can choose to increase pay to the minimum 
salary level. This may be a costly option for employees who are thousands of 
dollars away from the salary threshold, but an attractive option for those who are 
close to the threshold today. 

Get creative! In some instances, you may want to step back and take a creative 
look at restructuring your workforce. Examples may include:

Staffing Options Compensation Technology Reassess Processes



How do I prepare  
for the new rule?

ASSESS CHANGES AND MODIFICATIONS

• Have you considered programs like job sharing? This could be a creative 
way to get the job done with no overtime, while meeting the new salary 
threshold.

• Restructuring roles and responsibilities or reassigning job duties.
• Outsourcing, while incurring an “additional” cost, may actually save dollars 

by keeping job responsibilities to a 40-hour work week.
• Hiring part-time employees to reduce workload of hourly employees who 

are eligible for overtime.

Staffing Options

Technology

Purchasing software programs that create efficiencies and reduce the manual 
labor for certain job duties may actually save your company money rather than 
paying employees overtime.

Compensation

Reclassifying an employee from salaried to hourly doesn’t mean you must 
continue with the same hourly rate of pay. You may want to consider calculating 
the number of hours the employees works, calculating expected overtime, and 
drop the hourly rate of pay to ensure the team member takes home what he or 
she earns today.

Reassess Processes

Are there tasks in your current procedures that can be eliminated? Or, can certain 
tasks be reallocated across departments? Taking a look at your tasks and structure 
may identify time and cost saving opportunities.

Get 

creat
ive!



How do I prepare  
for the new rule?

While the additional costs of overtime are obvious, it is important to consider 
less apparent costs and incorporate into budgeting processes. 

These are just a few examples of indirect costs that can impact your bottom line: 

CONSIDER ALL OF THE COSTS

OTHER CONSIDERATIONS

The impact on benefits 
(i.e. company paid life 
insurance, paid time off 
accruals, et cetera)

Training costs to 
educate employees 
and supervisors on any 
change in classification

Additional software 
or program costs for 
employees who may 
be reclassified as non-
exempt

If you choose to 
increase exempt 
employees to the 
threshold, you’ll 
have to re-examine 
your compensation 
structure for fair pay. 
If employee salaries 
become too close to 
manager or supervisor 
salaries after their 
adjustment, further 
adjustments may 
need to be made 
for internal equity 
purposes.

It is also important to 
review your current 
policies to determine 
if adjustments need 
to be made based 
on your strategy 
to comply with the 
overtime rules. 
Examples of policies 
that may need 
reviewed are: meal 
and rest periods, 
overtime, travel and 
telecommuting.

You’ll also want to 
consider the effect 
of employee morale 
based on your 
strategy. For example, 
many employees may 
feel demoted moving 
from exempt to 
non-exempt as they 
will sense a loss of 
freedom, perception 
within the company, 
and being required to 
maintain timecards. 

Fair Pay Employee MoralePolicy Revisions



Create your 
communication plan

Create a plan to communicate to affected employees and managers. You can 
do this through one-on-one meetings, small group meetings, memos, or some 
combination of communication tactics. Be prepared to address reactions, 
including concerns and fears, and reluctance to change to ensure a smooth 
transition. 

Training is also important in any communication plan. For those affected, be 
prepared to discuss the training that will be provided with this change. For 
example, those moving from exempt status to non-exempt status will need 
training provided on the software or system in place to track hours worked. And, 
the managers will need the same training, but from their perspective of the new 
process. 

As mentioned, employees may feel demoted losing their exempt status. 
Remind them that overtime eligibility is a compliance matter, not a 
definition of status, rank or performance. And, depending on the structure 
of your compliance, moving to a non-exempt status could even result in an 
increase of overall compensation. 

Employees

Managers will also play a part in your communication plan. In some 
occasions, managers have never supervised a non-exempt employee 
before. Thus, you will have to communicate procedures and policies very 
clearly for their understanding. In addition, managers will need to remain 
positive with employees who are affected by the change, so the employees 
fears and concerns are managed.

Managers



Dean Dorton’s HR Consulting professionals can make it 
easy to manage employee status and reclassification, plus 
provide custom solutions to fit your business’ unique set 
of needs. For more information, contact Jeff Ricketts, HR 
Consultant, at jricketts@deandorton.com.

Where to next?

deandorton.com


