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3 Keys to Managing the FLSA

Overtime Rule Change

On May 18, 2016, the Obama Administration released the final rule of the
Department of Labor’s (DOL) updates to the Fair Labor Standards Act (FLSA)
overtime provisions. The Final Rule regulations increase the salary threshold
needed to qualify for overtime exemption from $455/week ($23,600 per year) to
($913 per week; $47,476 annually for a full-year worker).

It is estimated that the new overtime rule will affect 7.4 million
establishments and cost employers approximately $592.7 million to
become familiar with the regulations.

All employers must comply with the new rule by December 1, 2016.
Future automatic updates to those thresholds will occur every three
years, beginning on January 1, 2020.

This guide will outline the 3 best practices employers can implement to

effectively manage the transition and ensure they are complying with the new
rule. This guide does not constitute legal or tax advice.
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Did You Know?
The overtime rule was last amended in
2004 by the Bush Administration. The
threshold established at that time was
$23,660.
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Determine which employees

" will be affected

The first step in this process
is to understand which
employees will be affected.
In order to get a clear
picture, employers should
start by examining which
full-time employees earn
less than $47,476 AND work
more than 40 hours per
week.

You may find it helpful to

work with their payroll and time and attendance provider to compile reports
of employees’ actual annual earning and average weekly hours worked. To
ensure the greatest accuracy, these reports should be linked and accessible in
one location from one provider.
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Did You Know?
The Final Rule is expected to extend
overtime protections to over

4 m|”|0n workers.




Evaluate the most cost-

" effective option

You have limited options to respond to the new overtime rule. According to
the DOL, you can:

a) pay time-and-a-half for overtime work

b) raise employees’ salaries above the threshold

c) limit employees to 40 hours per week

d) some combination of the above

Each employee has unique circumstances that determine whether you should
begin paying them overtime or raise their salary to meet the minimum
threshold amount.

Snapshot of Paying Overtime vs. Increasing an Employee’s Salary

Current Hours Overtime an Amount
Salary Worked | employee could | employer would
receive have to raise
income

Alice $40,000 50 $14,423.08 $7,477

As you can see from the scenario above, it may be more cost-effective for

the company to raise Alice and Claire’s pay to meet the minimum threshold of
$47,476. However, in Tim's case it may be more cost-effective for the company
to pay him overtime wages. Visit www.netchexonline.com/dol to access
our helpful calculator and compare which option works best for your company.
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Did You Know?

Employers are allowed to utilize
nondiscretionary bonuses, incentive payments
and commissions to satisfy up to 10% of the
new minimum salary requirements, but they

must be paid at least quarterly.




Communicate All Changes

* to Employees

It is important to communicate any P -
change in employee pay structure due
to the FLSA rule change, especially if
the change moves a salaried employee
to an hourly pay structure. Some
employees may feel that the change is
a demotion or a change in status.

2012 Total Compensation Statement
M

One tactic to overcome employee
doubts is to utilize a Total

Compensation Statement to show
employees a clear picture of their
actual annual pay, benefits and nondiscretionary bonuses.

Total Compensation $59,612.49
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Netchex offers employers more than a payroll
software. We are a team of payroll, tax, and HR
professionals that become an extension of your

staff by providing the service and support today’s
businesses need. With easy access to HR metrics
& reporting like Average Hours Worked, Employee
Salary Reports, and Total Compensations, Netchex
offers all the resources you need to manage the FLSA
Overtime Rule change in one location. Give us a call

to see how we can help your team today.
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Let’s talk. Call (877) 729-2661 or visit us
online at www.netchexonline.com



