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On April 23, 2024, the U.S. Department of Labor (“DOL”) issued a new rule (the “2024 Final
Rule”) increasing the salary threshold under the federal Fair Labor Standards Act (“FLSA”). The 2024
Final Rule created a two-step increase to the salary threshold for bona fide Executive, Administrative, and
Professional (“EAP”) exempt employees, increasing the annual salary threshold from $35,568 ($684 per
week) to $43,888 ($844 per week) beginning July 1, 2024. Thereafter, beginning on January 1, 2025, the
annual salary threshold would increase to $58,656 ($1,128 per week). The 2024 Final Rule also increased
the minimum total annual compensation level for exemption for a highly compensated employee (“HCE”)
from $107,432 to $132,964 effective July 1,2024, and to $151,164 beginning January 1, 2025. Finally, the
2024 Final Rule provided for an additional yet to be determined increase to take effect July 1, 2027, with
additional increases to occur every three (3) years thereafter to account for inflation. The DOL estimated
that the 2024 Final Rule would extend overtime protections to approximately 4 million workers who were
not currently eligible under federal law.

Satisfying the salary threshold does not automatically exempt an employee from overtime. To be
exempt, an employee must satisfy both the salary test and the duties test. Thus, for this particular
exemption, even where an employee’s salary exceeds the salary threshold, the employee’s job duties also
must primarily involve EAP duties as defined by the regulations.

On November 15, 2024, the U.S. District Court for the Eastern District of Texas vacated the 2024
Final Rule holding that the DOL’s changes to the minimum salary level are “in excess of statutory
jurisdiction.” The Texas District Court decision applies nationwide, with the result that employers do not
need to increase employee salaries to meet the 2024 Final Rule January 2025 threshold to maintain their
exempt status. In a somewhat strange turn of events, the ruling also vacates the July 1, 2024, increase.

The end result of this decision is that the $35,568 ($684 per week) salary threshold is reinstated,
and employers may continue to classify EAP employees as exempt so long as they satisfy the applicable
duties test and have a salary of at least $35,568 annually.

It is unknown at this point whether the DOL will appeal this decision, especially given the recent
federal election and changing administration. We will continue to monitor this matter and will provide
updates as appropriate.

For any additional information, questions, or concerns regarding this or any other employment
related matter, please contact C. Jason Willcox at (229) 888-3338 or jwillcox(@mcdr-law.com.
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