
Legal and Compliance Report—October 20191 
Steven Kubik, Attorney at Law 

KUBIK LAW FIRM, PLLC 
13150 Coit Road, Suite 316 

Dallas, Texas 75240 
www.kubiklawfirm.com  

October 1, 2019 

U.S. Department of Labor Increases Salary Threshold  

for Exemptions from Overtime Pay 

 

On September 24, 2019, the U.S. Department of Labor (“DOL”) announced a final rule (the “Final 
Rule”) that updates the regulations that define which workers are exempt from overtime pay under 
the Fair Labor Standards Act (the “FLSA”).2 Effective January 1, 2020, the Final Rule increases the 
salary thresholds applicable to the exemptions from an employer’s obligation to pay overtime and 
minimum wage to certain employees.  

Background 

The FLSA provides for “white-collar” exemptions to both minimum wage and overtime pay for 
employees employed as bona fide executive, administrative, and professional employees. To qualify 
for these exemptions, employees must satisfy tests regarding their job duties and be paid on a salary 
basis at a threshold set by the DOL. The current salary threshold for these white-collar exemptions is 
$455 per week ($23,660 per year). The FLSA also permits exemptions for “highly compensated 
employees” who receive a minimum compensation of $100,000 annually and meet a less-stringent job 
duties test. 

The new Final Rule supplants a similar final rule the DOL released on May 23, 2016, under President 
Obama’s administration. The 2016 final rule would have doubled the minimum salary threshold for 
white-collar exemptions to $913 per week ($47,476 per year) and would have required automatic 
increases every three years. This 2016 final rule was blocked by the U.S. District Court for the Eastern 
District of Texas and invalidated on August 31, 2017 by the same court. As of November 6, 2017, the 
U.S. Court of Appeals for the Fifth Circuit has held the appeal in abeyance pending further rulemaking 
regarding a revised salary threshold. 

Salary Threshold Increase for White-Collar Exemptions.  

The Final Rule increases the salary threshold for the executive, administrative, and professional 
exemptions from $455 per week ($23,660 per year) to $684 per week ($35,568 per year). Up to 10% 

 
1 DISCLAIMER: While the information on this page is about legal issues, it is not legal advice. This web page is designed 
for general information only. The information presented at this site should not be construed to be formal legal advice nor 
the formation of an attorney/client relationship. Moreover, due to the rapidly changing nature of the law and the reliance 
on information provided by outside sources, we make no warranty or guarantee concerning the accuracy or reliability of 
the content at this site or at other sites to which we link. 

2 The press release can be found here: https://www.dol.gov/newsroom/releases/whd/whd20190924, and the Federal 
Register notice for the Final Rule can be found here: https://www.govinfo.gov/content/pkg/FR-2019-09-
27/pdf/2019-20353.pdf . 

http://www.kubiklawfirm.com/
https://www.dol.gov/newsroom/releases/whd/whd20190924
https://www.govinfo.gov/content/pkg/FR-2019-09-27/pdf/2019-20353.pdf
https://www.govinfo.gov/content/pkg/FR-2019-09-27/pdf/2019-20353.pdf


of this salary threshold may be satisfied with nondiscretionary bonuses or incentive payments, 
including commissions, provided that such payments are paid no less frequently than on an annual 
basis.  

The Final Rule also increases the salary threshold for the separate highly compensated 
employee exemption from $100,000 to $107,432 per year. Of that amount, at least $684 per week 
($35,568 per year) must be paid on a salary or fee basis.  

Notably, these increases are significantly lower than the figures proposed in the 2016 final rule. 
In addition, the Final Rule does not provide for a mechanism to automatically increase this figure 
every three years as the 2016 final rule attempted to accomplish. It is a one-time change of the salary 
thresholds.  

When is the Final Rule Effective?  

The Final Rule is effective January 1, 2020.   

Take-aways: 

Penalties for an employer’s non-compliance with the FLSA’s overtime rules can be severe, including 
back pay and liquidated damages. Non-compliant employers may face a DOL audit, lawsuits, or an 
administrative charge. The DOL estimates that approximately 1.3 million employees will be eligible 
for overtime under the new thresholds.  

Accordingly, mortgage lenders and all employers should act now to avoid any issues associated with 
non-compliance. Employers should assess which employees may be affected, and how to respond. 
Mortgage lenders should particularly consider the impact on mortgage loan originators whose 
compensation is largely dependent on commissions. Whether to increase an employee’s salary to meet 
the new thresholds or reclassify them as non-exempt under the FLSA can be a difficult decision. 
Reclassification of employees can result in additional overtime costs along with the administrative 
burden of tracking hours. When in doubt, contact your legal counsel for advice on classifying 
employees.  


