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DOL Fact Sheet: Final Overtime Rule
The Department of Labor (Department) is updating the earnings
thresholds necessary to exempt executive, administrative or
professional (EAP) employees from the Fair Labor Standards Act (FLSA)
minimum wage and overtime pay requirements.
The Department is updating both the minimum weekly standard salary
level and the total annual compensation requirement for “highly
compensated employees” (HCEs) to reflect growth in wages and
salaries. The new thresholds account for growth in employee earnings
since the currently enforced thresholds were set in 2004. The
Department believes that the update to the standard salary level will
maintain the traditional purposes of the salary level test and will help
employers more readily identify exempt employees.
The Department estimates that, as a result of the final rule, 1.3 million
currently exempt employees will become nonexempt.

LINKS AND RESOURCES
The DOL has published the following resources to help employers
prepare for and understand the final white collar overtime
exemption rule. The DOL’s final rule is available here.
• Frequently Asked Questions
• Small Entity Compliance Guide
• General overtime pay information

This Compliance Overview is not intended to be exhaustive nor should any
discussion or opinions be construed as legal advice. Readers should contact legal
counsel for legal advice.

IMPORTANT CHANGES
• The final rule increases the standard
salary level for the EAP exemptions
to $684 per week ($35,568 per
year).
• The final rule increases the HCE
salary level to $107,432 per year.
• The final rule permits using an
employee’s nondiscretionary
bonuses toward 10 percent of his or
her salary level.

IMPORTANT DATES
• Sep. 24, 2019: Final overtime rule is
announced.
• Jan. 1, 2020: Final overtime rule
becomes effective.

KEY PROVISIONS OF THE FINAL RULE
The final rule updates the salary and compensation levels needed for workers to be exempt in the final
rule:
1. Raising the “standard salary level” from the currently enforced level of $455 to $684 per week
(equivalent to $35,568 per year for a full-year worker);
2. Raising the total annual compensation level for HCEs from the currently enforced level of
$100,000 to $107,432 per year;
3. Allowing employers to use nondiscretionary bonuses and incentive payments (including
commissions) that are paid at least annually to satisfy up to 10 percent of the standard salary
level, in recognition of evolving pay practices; and
4. Revising the special salary levels for workers in U.S. territories and in the motion picture
industry.
Additionally, the Department intends to update the standard salary and HCE total annual compensation
levels more regularly in the future through notice-and-comment rulemaking.

STANDARD SALARY LEVEL
The Department is setting the standard salary level at $684 per week ($35,568 for a full-year worker).
The salary amount accounts for wage growth since the 2004 rulemaking by using the most current data
available at the time the Department drafted the final rule.
The Department is updating the standard salary level set in 2004 by applying to current data the same
method and long-standing calculations used to set that level in 2004—i.e., by looking at the 20th
percentile of earnings of full-time salaried workers in the lowest-wage census region (then and now the
South), and/or in the retail sector nationwide.

HCE TOTAL ANNUAL COMPENSATION REQUIREMENT
The Department is setting the total annual compensation requirement for HCEs at $107,432 per year.
This compensation level equals the earnings of the 80th percentile of full-time salaried workers
nationally. To be exempt as an HCE, an employee must also receive at least the new standard salary
amount of $684 per week on a salary or fee basis (without regard to the payment of nondiscretionary
bonuses and incentive payments).

SPECIAL SALARY LEVELS FOR EMPLOYEES IN U.S. TERRITORIES AND SPECIAL BASE RATE FOR
THE MOTION PICTURE PRODUCING INDUSTRY
The Department is maintaining a special salary level of $380 per week for American Samoa because
minimum wage rates there have remained lower than the federal minimum wage. Additionally, the
Department is setting a special salary level of $455 per week for employees in Puerto Rico, the U.S.
Virgin Islands, Guam, and the Commonwealth of the Northern Mariana Islands.
2
This Compliance Overview is not intended to be exhaustive nor should any discussion or opinions be construed as
legal advice. Readers should contact legal counsel for legal advice.
Design © 2019 Zywave, Inc. All rights reserved.

The Department also is maintaining a special “base rate” threshold for employees in the motion picture
producing industry. Consistent with prior rulemakings, the Department is increasing the required base
rate proportionally to the increase in the standard salary level test, resulting in a new base rate of
$1,043 per week (or a proportionate amount based on the number of days worked).

TREATMENT OF NONDISCRETIONARY BONUSES AND INCENTIVE PAYMENTS
In the final rule, in recognition of evolving pay practices, the Department also permits employers to use
nondiscretionary bonuses and incentive payments to satisfy up to 10 percent of the standard salary
level. For employers to credit nondiscretionary bonuses and incentive payments toward a portion of the
standard salary level test, they must make such payments on an annual or more frequent basis.
If an employee does not earn enough in nondiscretionary bonus or incentive payments in a given year
(52-week period) to retain his or her exempt status, the Department permits the employer to make a
“catch-up” payment within one pay period of the end of the 52-week period. This payment may be up to
10 percent of the total standard salary level for the preceding 52-week period. Any such catch-up
payment will count only toward the prior year’s salary amount and not toward the salary amount in the
year in which it is paid.

UPDATING
Experience has shown that fixed earning thresholds become substantially less effective over time.
Additionally, lengthy delays between updates necessitate disruptively large increases when overdue
updates finally occur. Accordingly, in the final rule the Department reaffirms its intent to update the
earnings thresholds more regularly in the future through notice-and-comment rulemaking.

Source: U.S. Department of Labor
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