
 

 

DOL Releases Updated Rule on Overtime 
On September 24, 2019, the Department of Labor (DOL) announced a final rule 
governing the salary threshold for executive, administrative and professional 
employee exemptions from overtime pay requirements under the Fair Labor 
Standards Act (FLSA).1 The DOL raised the “standard salary level,” the FLSA’s 
threshold for overtime eligibility, from $455 to $684 per week (equivalent to a 
raise from $23,360 to $35,568 annually). The DOL increased the salary threshold 
for “highly compensated employees” (HCEs) to be exempt from the FLSA from 
$100,000 to $107,432. No changes were made to the duties test. 

Key Provisions of the Final Rule 
The final rule is intended to modernize and simplify overtime requirements and 
ensure the FLSA’s intended protections are fully implemented. To accomplish 
this, the DOL has: 

• Set the standard amount for the salary level test at $684 per week (equivalent 
to $35,568 annually for a full-year worker), which means all employees 
whose full-time salary is below that rate are eligible for overtime pay under 
the new standard; 

• Increased the total annual compensation requirement for HCEs from $100,000 
to $107,432 per year; 

• Allowed up to 10 percent of the salary level for exemption from the FLSA 
overtime rules to be met with bonuses and commissions, which are not 
included in the salary level for determining overtime eligibility; and 

• Revised salary levels for workers in U.S. territories and in the motion 
picture industry. 

Implications 
It is important to note that different overtime pay rules apply to public 
employees under the FLSA. Mainly, the FLSA allows state and local 
government employers to give employees compensatory time (or “comp 
time”) instead of overtime pay.2 Also, some state and local government  

                                                           
1 The final rule was published in the September 27, 2019 Federal Register. See also the DOL 

September 2019 Fact Sheet: Final Rule to Update the Regulations Defining and Delimiting the 
Exemptions for Executive, Administrative, and Professional Employees. 

For FLSA purposes, DOL rules apply to governmental employers in the same manner as private 
employers. In general, the rules are the same, although public employees can also receive 
comp time. 

2 See the DOL Fact Sheet #7, State and Local Governments Under the Fair Labor Standards 
Act (FLSA). 

 
Regulatory 
Guidance 
Highlights: 

• The new salary threshold 
is $35,568, an increase 
from the previous 
threshold: $23,660. 

• There is no formal 
mechanism for the rule to 
be updated, but the DOL 
has stated that it intends to 
update the rule more 
regularly in the future. 

• The duties test — the job 
must primarily involve 
executive, administrative 
or professional duties — 
is unchanged. 

• The salary threshold for 
highly compensated 
employees is $107,432, 
up from $100,000. 

• The implementation 
deadline is 
January 1, 2020. 
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https://www.govinfo.gov/content/pkg/FR-2019-09-27/pdf/2019-20353.pdf
https://www.dol.gov/whd/overtime2019/overtime_FS.htm
https://www.dol.gov/whd/overtime2019/overtime_FS.htm
https://www.dol.gov/whd/regs/compliance/whdfs7.pdf
https://www.dol.gov/whd/regs/compliance/whdfs7.pdf
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employees who are not subject to civil service laws, such as elected officials and their 
personal staff and policy advisers, are exempt from FLSA protections. Finally, special 
overtime rules apply for law enforcement and fire protection personnel whereby 
government employers may calculate overtime hours using specific “work periods” 
pursuant to a DOL formula instead of on a 40-hours-per-week basis. 

DOL estimates that the final rule will extend overtime protections to nearly 1.3 million 
workers. (Rules proposed in 2016 would have increased the salary threshold to 
$47,476, affecting approximately 5 million workers.) 

The changes in the final rule are less drastic than the changes proposed in 2016.3 
That means that the degree of organizational change will be comparatively less. 
Organizations that made changes based on the proposed regulations may only need 
to conduct a cursory review if the final rule. 

Employers have until January 1, 2020 to comply with the FLSA rule, which could 
include paying overtime for additional workers, raising workers’ salaries above the 
threshold, limiting workers’ hours or a combination of the above. 

The FLSA permits states to set a higher salary threshold than the DOL’s threshold. 
Employers that have employees in states with more protective standards must follow 
the state standards. 

Action Items 
Conducting an impact analysis should be the immediate next step for employers that 
have not already done so. An impact analysis involves: 

• Determining how the final rule applies to your public workforce; 

• Understanding the financial cost implications of the threshold change and any 
potential overtime costs for the employer and payments to the employee; 

• Identifying potential salary compression4 and equity issues; 

• Reviewing existing timekeeping, time tracking, payroll, and benefits policies 
and/or processes to address new regulations; 

• Evaluating existing salary structure and ranges to determine impact of 
classification changes; and 

• Considering any changes made to address the proposed 2016 regulations. 

The impact analysis should be followed by development of an implementation strategy, 
which includes: 

• Creating internal timeframe for classification and compensation changes; 

• Outlining roles and responsibilities of senior leaders, HR, managers, and employees; 

• Defining payroll changes, if any; 

• Developing organizational redesign strategies where needed; 

                                                           
3 Page 51305 of the overtime rule refers to comments about the impact of the rule on governments that the 

DOL received from public sector stakeholders. 
4 Salary compression is the situation that occurs when there is a similarity of salaries despite different 

qualifications and/or experience levels. Two common examples of salary compression include: (1) when the 
pay of one or more employees is very close to the pay of more experienced employees in the same job and 
(2) when employees in lower-level jobs are paid almost as much as their colleagues in higher-level jobs, 
including managerial positions. 

https://www.govinfo.gov/content/pkg/FR-2019-09-27/pdf/2019-20353.pdf
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• Identifying potential morale, recruitment and retention issues as a result of 
the changes; 

• Developing resources and training programs for managers and employees; and 

• Creating a comprehensive communication strategy and plan. 

How Segal Can Help 
Segal works with employers to develop custom solutions to the full range of human 
capital needs. As a leader in helping organizations to prepare for and implement the 
new FLSA overtime changes, our professionals can assist you with: 

• Compliance — Conducting FLSA impact analyses is a key aspect of compliance 
with the overtime rule. Sibson can also assist employers with their strategies to avoid 
the employer shared responsibility penalty under the Affordable Care Act.5 

• Redesign — This includes organizational design and restructuring and process 
redesign, reengineering and improvement. 

• Compensation — We help with planning, market assessment and salary structure 
design. In addition, we assist employers in developing pay guidelines and policies. 

• Workforce Solutions — Sibson can help create and support the processes 
necessary to reclassify jobs in light of the new standards. We can also develop 
workforce and succession planning tools, as well as recruitment and 
retention strategies. 

• Communication Support and Change Management — Our professionals assist 
organizations with planning change management and provide support during the 
change. We also help organizations develop and execute employee 
communications strategies. 

Questions? 
For more information about how these new rules may affect your plan, please contact 
your Segal consultant or the Segal office nearest you. 

_______________________________ 
5 Because the Affordable Care Act (ACA) requires employers with more than 50 employees to measure 
whether a worker is full-time (more than 30 hours per week or 130 hours per month) the FLSA analysis 
should take into consideration the ACA process the employer has developed. 

Update is Segal Consulting’s electronic newsletter summarizing compliance news. Update is for 
informational purposes only and should not be construed as legal advice. It is not intended to provide 
guidance on current laws or pending legislation. On all issues involving the interpretation or application of 
laws and regulations, plan sponsors should rely on their attorneys for legal advice. 
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