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May  18,  2016 Current  Issues  Relevant  to  Our  Clients 

Department  of  Labor  Issues  Final  Overtime  Rule  —  What  to  Know  Right  Now  

For  financial  institutions  that  have  eagerly  awaited  the  Department  of  Labor’s  (the  “Department”)  final  overtime  rule  (the  “Rule”),  the  day  
has  arrived.  On  May  18,  2016,  the  Department  issued  the  final  version  of  the  Rule,  which  officially  raises  the  salary  basis  threshold  for  
“white  collar”  overtime  exemptions  to  $47,476  per  year,  or  $913  per  week,  increasing  the  applicability  of  the  Fair  Labor  Standards  Act  to  
an  additional  4.2  million  employees  and  boosting  employee  wages  by  an  estimated  $12  billion  over  the  next  10  years.  Notably,  the  
proposed  rule  had  included  a  higher  figure,  and  had  estimated  that  the  threshold  would  be  $50,440.  The  Rule  has  adjusted  that  amount  
by  approximately  $3,000.  In  addition,  the  highly  compensated  exemption  has  been  raised  from  $100,000  to  $134,000.  In  another  
change,  up  to  10  percent  of  the  standard  salary  level  can  now  come  from  non-discretionary  bonuses,  incentive  payments  and  
commissions,  paid  at  least  quarterly.  As  proposed,  the  new  salary  threshold  will  be  updated  every  three  years  without  further  
rulemaking  to  track  the  change  in  salaries  in  the  U.S.  

Though  the  Department  had  been  considering  adopting  the  California  “50%  rule  of  thumb,”  whereby  employees  would  have  to  spend  at  
least  50%  or  more  of  their  time  on  exempt  duties  to  qualify  as  exempt,  the  Rule  makes  no  change  to  the  current  federal  test,  where  
even  those  who  do  not  spend  more  than  50%  of  their  time  performing  their  major  or  most  important  duty  may  nonetheless  meet  the  
primary  duty  requirement  if  other  factors  are  met.  

While  the  Department  has  released  limited  guidance  on  the  Rule,  the  task  remains  daunting,  as  the  Rule  will  go  into  effect  on  
December  1,  2016.  With  just  seven  (7)  months  to  come  into  compliance,  it  is  more  important  than  ever  for  employers  to  conduct  an  
internal  audit  and  adjust,  where  necessary,  employees’  overtime  classifications.    

An  additional  benefit  to  a  timely  internal  audit  is  any  existing  misclassifications  in  an  employer’s  employment  pool  can  be  addressed  
now  and  misclassified  employees  reclassified  lowering  the  risk  of  a  wage-and-hour  suit.      

For  additional  information  on  the  Rule,  see  our  previous  Client  Alerts  available  here  and  here.

  
For  More  Information  

If  you  would  like  further  information  concerning  the  matters  discussed  in  this  article,  please  contact  any  of  the  following  attorneys  or  the  
Chapman  attorney  with  whom  you  regularly  work:  

David  T.B.  Audley  
Chicago  
312.845.2971  
audley@chapman.com  

James  P.  Sullivan  
Chicago  
312.845.3445  
jsulliva@chapman.com  

Sara  Ghadiri  
Chicago  
312.845.3735  
ghadiri@chapman.com  

  

 
 
This  document  has  been  prepared  by  Chapman  and  Cutler  LLP  attorneys  for  informational  purposes  only.  It  is  general  in  nature  and  based  on  authorities  that  are  subject  to  
change.  It  is  not  intended  as  legal  advice.  Accordingly,  readers  should  consult  with,  and  seek  the  advice  of,  their  own  counsel  with  respect  to  any  individual  situation  that  
involves  the  material  contained  in  this  document,  the  application  of  such  material  to  their  specific  circumstances,  or  any  questions  relating  to  their  own  affairs  that  may  be  
raised  by  such  material.  

To  the  extent  that  any  part  of  this  summary  is  interpreted  to  provide  tax  advice,  (i)  no  taxpayer  may  rely  upon  this  summary  for  the  purposes  of  avoiding  penalties,  (ii)  this  
summary  may  be  interpreted  for  tax  purposes  as  being  prepared  in  connection  with  the  promotion  of  the  transactions  described,  and  (iii)  taxpayers  should  consult  independent  
tax  advisors.  ©  2016  Chapman  and  Cutler  LLP.  All  rights  reserved.  Attorney  Advertising  Material.  
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