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New Overtime Thresholds for White-Collar Exemptions Effective as of January 1, 2020 
 

Under the U.S. Department of Labor’s (“DOL”) regulations, an employer must satisfy two tests to 
exempt its employees from overtime pay under one of the while collar exemptions.  First, the employee must 
perform executive, administrative, or professional duties (the “duties test”), and second, the employee must be 
paid on a “salary basis” (the “salary basis test”).”  Until January 1, 2020, employees with a salary below $455 
per week ($23,660 annually) had to be paid overtime if they worked more than 40 hours per week. This salary 
level was set in 2004, and had not been updated since then.  By most measures, the salary threshold for 
purposes of determining the applicability of the white collar exemptions was significantly outdated and far too 
low.  In fact, in 2019, the federal poverty level for a household of four was an annual income of $25,750.  

On January 1, 2020, the DOL changed the minimum salary that white-collar employees must be paid to 
qualify as exempt from the overtime requirements of the FLSA.  The DOL increased the overtime threshold 
from $23,660 per year (or $455 per week), to $35,568 per year (or $684 per week). This means that formerly 
exempt executive, administrative and professional employees who earn a salary that is less than $35,568 per 
year (but higher than $23,660 per year) will now be eligible for overtime regardless of the nature of their duties.  
The DOL claims that this rule will make 1.3 million more workers eligible for overtime.  

 
The DOL’s new rule surely comes as a sigh of relief for employers, as it is less than half of the salary 

threshold increase sought by the Obama Administration.  In May 2016, the DOL issued a final rule increasing 
the threshold to $47,476 per year. At least four million additional employees would have been eligible for 
overtime pay with this threshold increase. In response, the U.S. Chamber of Commerce filed a lawsuit against 
the Obama Administration’s DOL, and received a permanent injunction from a district court in Texas just a few 
weeks prior to the effective date of the final rule. Following the Trump election, the litigation was stayed in the 
U.S. Court of Appeals for the Fifth Circuit, awaiting the outcome of the DOL’s new rule. 

 
The new rule does not contain any of the commonsense, automatic adjustments to the salary basis 

threshold that were included in the DOL’s 2016 final rule. In addition, the rule allows employers to use non-
discretionary bonuses and other incentive payments (including commissions) that are paid annually or more 
frequently to satisfy up to 10% of the salary threshold.  While these payments generally cannot be added to the 
straight time rate of pay (known as “the regular rate”) for purposes of increasing hourly overtime compensation, 
apparently, they can now account for up to 10% of the employees’ annual salary.  This will make it easier for 
employees to hit the minimum salary level necessary to implicate one of the white-collar exemptions.  Finally, 
the DOL’s new rule increases the total compensation requirement for highly compensated employees from the 
currently-enforced level of $100,000 to $107,432 per year.  
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