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Labor Department Increases Overtime Salary
Threshold To $58K Per Year In Final Rule

On April 26, 2024, the Department of Labor’s Wage and Hour Division (DOL)
issued a final rule that will increase the minimum salary threshold for the “white
collar” overtime exemption under the Fair Labor Standards Act (FLSA) from

$35,568 to $58,656 per year.

To be exempt from overtime pay under this provision, workers must be paid a
salary of at least $58,656 and must also meet certain job duties
for executive, administrative, and professional employees.

Workers with a salary below this salary threshold must be paid overtime if they
work more than 40 hours a week.

DOL released the following implementation schedule for the final rule:

([Z):rt:pllame Salary Level Salary Level Percentile or Calculation
2019 Final Rule-
— $35,568 per year 20+ percentile of weekly earnings in lowest
5683 per week wage region (South) and retail industry, with
2019 data.
July 1, 2024 543,838 per year 2019 Final Rule methodologies with updated
; $844 per week 2024 wage data.
January 1, 58,656 per year 35+ percentile of weekly earnings in the
2025 $1,128 per week lowest wage region (the South)

Will be calculated in 2027 and recalculated every 3
July1,2027  years. DOL will provide notice not fewer than 150 days
before each future update.

35+ percentile of weekly earnings in the
lowest wage region (the South)

Advocacy submitted a comment letter on this proposed rule, stating that DOL’s
analysis was deficient because it underestimated the economic impact of this
rule on small entities.

Small entities commented that this rule will have detrimental impacts on their
operations and increase their payroll.


https://jpmalscab.cc.rs6.net/tn.jsp?f=001dGpgA6PRw8CE3MoWh6Uz9jV6jNtb2U_ofQl5IwJO8mx55EVm7HwRmsPauMBO_nOviOqXh91NXd0J_Ik0hN8xUmFSzU5O_atghsitmTGA-K4IM7rABqba7nmJ7EWQNp8DuTghVOVMSNwUK6snt8laBduv1Xy_xotzbyK--sHJEWvM6VTFXMr0A5bFo3fWododU0_rzX58tyJ1fe-gGn3FK9d8CzytR3UQEb_SRBwQtu5W8QaJngZMY7VQ6fNK6zDosbV_3xwNs07aPl-0BGT40Wh8g7G0m0TPw0DuM1Ihhe3fLihKDlX93JA9bqlkRpnklUGnqR-T9_jN8EpqD4k6BwsnXO-2vo09vtzR6aIc4-AtEdTPIdU7EeN7eDp3aEsfy_zNZqqmIncKVT2DGX_ceQAA49bCiP5iCCYFRFuD_MRM9X9MjgNYdhCOwEoIc9uEJGBHvIj1tpW_1VA9JarG1GbEO4i_gTqEre9Nx6Q3hus0wbHI6475Vnzi7kKyRGHiD9DMQ_S8zrDrwLluzxyftiBb_84KwQWAc-Rh2X_CA8k7XbdhVAgSUZLBU4ILMWD6Tt6MELxNXz9w8ITtHBvAP0D4Q4W9RLk1&c=UtnAFNhETYoLuUiPkWZMToeqYU-p5BCUc8ZKmRGFbGm0wFhGKXCNnQ==&ch=NIbytihZuTs5yQDjD15KpfaX3iSkknAwlkNNeQXPi5FwRJfpfhEWrg==
https://jpmalscab.cc.rs6.net/tn.jsp?f=001dGpgA6PRw8CE3MoWh6Uz9jV6jNtb2U_ofQl5IwJO8mx55EVm7HwRmsPauMBO_nOv1Ul2YoKZrnzrvpzVcoc1_3SFhv7rboHoP0RqbBqxX7iPla_OLr-pzFNh96OLpwIwf0BS2wSeY7sK__WOwclSgtRImLUOX5vJ4dU7Ay2UxImq0CeDo85ImsQK2-j-2y79GPYCk0D4dVY_Jca0WHFPl5nBdxMrNOKyPQxaDuobdzPfB3XTBVp1WJqzjmrue2cxvfSre0fYYvKmSRBqe5VfHzuO6Ln4iYoi_r5uDTdw3-HHVt7zB99z2sXcDvORjh-6Uj02rBiAhjViHlzY7ajNuBnc2p5aQKh3_swk77qglHGqCB7o62Xv-qaCWVolfMa0AUT_SYVHMjnCCHYVo9DHpI4yXg8Kzb4Zsg2HeU5xNig33qqX3_9PwrI9NEKdGC0dgP5A_uTFbcil70H29L3lAkoTAwETwNol8CrQLiW6n7b9uVwb4BgTahkdhWfFGfkO7Dsiu-7pS5OSCgI7cSn5g-8JTRj7Qn5usxVBLpq2D07MRWsadzpEA9j1gVzrtYGrwx8kbVymJO4bAWHyOU9Lsy74_3C6pFsURrgRJ5yR7CI=&c=UtnAFNhETYoLuUiPkWZMToeqYU-p5BCUc8ZKmRGFbGm0wFhGKXCNnQ==&ch=NIbytihZuTs5yQDjD15KpfaX3iSkknAwlkNNeQXPi5FwRJfpfhEWrg==
https://jpmalscab.cc.rs6.net/tn.jsp?f=001dGpgA6PRw8CE3MoWh6Uz9jV6jNtb2U_ofQl5IwJO8mx55EVm7HwRmsPauMBO_nOvH6iUszra-oxHa22upt04wgJqCWpNdTBSTO9gJZIZySoEaLdx75QedvO4pYnx2o4OiOzP4v9QR1p0jVeGkkwruIRZK8ha3Be3eqVe-KEGogpElk3pxrNPky-g98LmYX1tCHt82ypKeWWXoNFv7mwFklEPxWYw_GTRyDU2dMBSQXpAYEpPbrpj3hpVKm9oIj3ZjeDMjh6PM8vMjPU3OvB7MCyFHjIcWcFUjtwHpsw5aFNfvNwI2YkYupWQ_sc5Pyb99oZfu_8nPb2n1uhodHo58pi813q8kq6exe5SU4mNYYbYiSzXm5wJ8eT43a4rtsA2dtvNSDglWhsUSmA90O7H_8yuL-mj3ybt6lPJDWcuPbOSOEjHI0JIfHO6nomnkVk3eIKiah_oTeRBF0tIuUTyyTatQgTNOrQEKlgxyaQi--rcDs21m9YphRWcuZRvGzSgm45o4C8dySjo5VKJttsQDY46-4aYEn2hw7evMZqCshmvzEIhJcIAdJ46b3eDPrQw-BtYV6MSLtit-wvVaRSz-FrSUv70TRSL&c=UtnAFNhETYoLuUiPkWZMToeqYU-p5BCUc8ZKmRGFbGm0wFhGKXCNnQ==&ch=NIbytihZuTs5yQDjD15KpfaX3iSkknAwlkNNeQXPi5FwRJfpfhEWrg==

Advocacy recommended that DOL reassess the compliance costs of this rule in a
supplemental analysis and consider adopting significant alternatives like a lower
salary threshold.

« Read the DOL’s final rule.

« Read the DOL’s press release and FAQ.

« Read the DOL’s Small Business Compliance Guide.

« Read Advocacy’s comment letter on the proposed rule.

House Small Business on CTA

With the Corporate Transparency Act in effect for several months now, the
House Small Business Committee convened to discuss how the rollout of the
new law is going. The short answer — not so good.

The hearing featured testimony from three small business stakeholders who
covered everything from compliance costs to legal and cybersecurity risks posed
by the reporting requirements.

The first witness was Carol Roth, whose advocacy on behalf of the Main Street
business community. Asked by Congressman Dan Meuser whether Treasury had
reached out to affected businesses to help them understand their new
compliance obligations, she responded:

Not that I'm aware of, and certainly not with the small business owners that
I've spoken with. For my written statement for the record I submitted almost
450 statements from small business owners across the country who are
vehemently opposed to the CTA. Most of them, when I've raised this through
the media or other ways theyve come in contact with me, had never heard of it.
They also have no idea who FinCEN is.

...Your average small business owner is just trying to stay afloat, and isn’t
familiar with that division of Treasury. And when they find out they ask, Why
is it that the Financial Crimes Enforcement Network is asking for my
information? So, the communication hasn’t been there.

Next was Tim Opsitnick, a member of the National Small Business Association
and owner of Cleveland-based Technology Concepts & Design whose practice
focuses on cybersecurity and data privacy. Tim drew on his background in
commenting on the various cyber risks posed by the CTA:

Let me stress — we do not know the database is secure. We further know that
the information and/or access to the database will be shared. Every time an
owner shares their information, the risk that it will be misused or lost to the
dark web significantly increases. FinCEN’s own website opens with an alert
about fraudulent solicitations under the CTA.

According to NSBA research, the average cost to remedy a small business data
breach is $15,297. In my experience, this is low. I have seen small companies
face costs over $100,000. Regardless, either figure could cripple many small
businesses, who are cash-flow-sensitive. Small businesses cannot afford to be
vulnerable: the majority of small businesses that suffer a breach will be out of
business within six months.
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The third hearing witness was Roger Harris, an attorney and the president of
Padgett Business Services, who refuted the government’s talking point that
noncompliance will not be prosecuted:

It’s going to depend on their definition of “willful.” I wish FinCEN was as good
at offering definitions of what constitutes willful as Mr. Kalman, because we’ve
asked for that guidance and haven'’t received it. 'm not sure anyone is out to
penalize small businesses just for the sake of penalizing them. But as long as
that threat hangs over them, small businesses and firms like ours are going to
have to be cautious in how we interpret the law.

Harris raises an important point that deserves to be amplified. The position of
CTA supporters appears to be that most violations of the CTA’s requirements
will be accidental and would not rise to the level of willful. But one of our
complaints of the CTA is how difficult it is to comply, even if you make a
reasonable attempt.

For example, the owner of five fast-food franchises will have to report the BOI of
himself and anyone that exerts “substantial control.” Exactly what “substantial
control” means is famously vague, so it is up to the owner and his advisors to
make a determination. Let’s say he decides to report the BOI of the Managers of
each franchise, but not the Assistant Managers.

Is that the right decision? Who knows — it will have to be litigated — but what we
do know is that it was willful and, therefore, if the owner got it wrong, he’s liable
for five counts of failing to comply.

This brings us to the last highlight of the hearing — Congressman Blaine
Luetkemeyer’s reflection on how the legislation he once supported has morphed
into a compliance nightmare for millions of small businesses:

I'm an interesting guy to be here because I was a sponsor of the Corporate
Transparency Act, and my intention was to minimize the effect this had...[The
Financial Crimes Enforcement Network] doesn’t need this. They have tools in
their toolbox to go to court and get the warrants they need to be able to
investigate.

So lots of heartburn and little comfort over the CTA, particularly as lawmakers
hear firsthand how businesses are faring under the new compliance regime. The
more light we can shed on this poorly-conceived law, the more likely it is that
lawmakers provide the relief their constituents badly need.
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