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“Human Capital is the 
most important asset 
of any company – and 

it’s management is 
critical to every 

company’s success.” 
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“If businesses 
managed their 

finances as 
carelessly as they 

managed their 
people, then they 

would all be 
bankrupt.”

Author of The Talent 
Masters: Why Smart 
Leaders Put People 
Before Numbers (Crown 
Business, 2010
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Great companies place a priority on 
having the right people before 
developing the right strategy. 

Expected that good-to-great leaders 
would begin by setting a new vision and 
strategy. 

Instead that they first got the right 
people on the bus

The wrong people off the bus

The right people in the right seats—and 
then they figured out where to drive it
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A federal law that sets 
minimum wage, 
overtime pay,
recordkeeping, and 
child labor standards requirements for both 

employers and employees 
As a federal law, it preempts state wage and 

hour requirements, unless the state 
guidelines are more beneficial to the 
employee.

HCA Exempt vs. Non-Exempt
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a) Two or more employees are sufficiently 
engaged in interstate commerce or in the 
production, handling, or selling of goods or 
materials moved or produced for interstate 
commerce;

and

b) The employer has gross annual sales of not 
less than $500,000, unless working in an
enterprise not subject to this dollar-value test 
(i.e., hospitals and nursing homes);

HCA Exempt vs. Non-Exempt
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The employee’s own actions involve the handling or 
production of goods in interstate commerce.

This includes employees who regularly use the mail or 
telephone for interstate communication, or who work for 
employers who contract to do clerical, custodial, or other 
work for businesses engaged in interstate commerce.

The administration of the FLSA falls under the jurisdiction of 
the Wage and Hour Division of the U.S.

Department of Labor (DOL). The DOL is responsible for 
issuing rules, regulations, and interpretations under the Act 
and for conducting inspections and investigations for 
compliance. 

Under the FLSA, a covered employer may have employees 
who are exempt from certain provisions of the Act, including
minimum wage and overtime pay regulations. 

HCA Exempt vs. Non-Exempt
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Executive 

Administrative 

Professional 

Computer software professionals, and 

Outside sales.
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Non-exempt employees must be paid at least 
the current federal minimum wage rate for the 
first 40 hours worked in a workweek

and 

Must receive an overtime rate of at least time 
and one-half their regular rate of pay for all 
hours worked over 40 in a workweek.

HCA Exempt vs. Non-Exempt
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Classifying employees as either exempt or 
non-exempt is neither exact nor easy. 

The decision cannot be made arbitrarily, 

nor should it be made based solely on the 
job title 

or the way the employee is paid (i.e., 
hourly or salaried). 

HCA Exempt vs. Non-Exempt
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Must be made based on the job duties 
associated with the position. 

An up-to-date job description is a good 
starting point.

Generally, non-exempt employees’ work is 
routine with set standards and rules.

Depending on the individual’s job duties, 
examples of non-exempt positions may 
include: bank teller, bookkeeper, and
shipping/receiving clerk.

HCA Exempt vs. Non-Exempt
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FLSA provides an exemption from the 
minimum wage and overtime provisions for
bona fide executive, administrative, 
professional, and outside sales employees

 From Making Talent a Strategic Priority
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Salary level

Salary basis

Job duties. 

An additional exemption may apply to 
highly compensated employees who are 
paid at least $100,000 a year

HCA Exempt vs. Non-Exempt
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Under the FLSA, a non-exempt employee 
may be paid on an hourly, salaried, piece 
rate, or commissioned basis

as long as they receive at least minimum 
wage for all hours worked and the 
appropriate overtime pay. 
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Exempt employees who qualify under the 
executive, administrative, or professional 
exemptions are often paid on a salaried 
basis and are not required to receive 
overtime pay.
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The salary level and salary basis tests do 
not apply to:

Doctors

Lawyers

Teachers

Certain computer-related occupations

Outside sales employees. 

HCA Exempt vs. Non-Exempt
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The salary level and salary basis tests do 
not apply to:

Doctors

Lawyers

Teachers

Certain computer-related occupations

Outside sales employees. 
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Overtime is generally calculated at:

 One and one-half the employee’s regular 
rate of pay (1½ X)

for all hours worked over 40 in a week.

Non-exempt employees cannot waive their 
rights to overtime pay. 

HCA Exempt vs. Non-Exempt
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Misclassification of exempt or non-exempt 
status may result in a combination of fines, 
penalties, or the payment of unpaid wages, as 
imposed by the Department of Labor (DOL). 

Willful violations may result in criminal 
prosecution and employers may be fined up to 
$10,000. Second convictions may result in
imprisonment. 

Employers who willfully or repeatedly violate 
the minimum wage or overtime pay provisions
of the FLSA also are subject to civil money 
penalties of up to $1,100 for each violation.
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Employees may file a complaint with the DOL within two 
years of the violation (three years in the case of a willful 
violation). Alternatively, they have the right to file an 
independent suit in court for unpaid overtime. These suits 
may also seek legal fees and liquidated damages.

The FSLA prohibits employers from taking adverse action 
against any employee who files a complaint regarding 
minimum wage or overtime violations or participates in an 
investigation initiated by the DOL.

The DOL may audit an employer at any time. Many 
investigations are initiated by employee complaints.

Employers should be aware that an investigation can expand 
beyond the initial complaint to all wage and hour practices. 
In addition, the Wage and Hour Division targets certain types 
of businesses or industries for investigations.

HCA Exempt vs. Non-Exempt
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Salary basis of at least $455 a week or

hourly if paid at least $27.63 an hour.

Employed as:

computer systems analyst

computer programmer

software engineer

or similarly skilled worker in the computer
field.
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Primary duty must consist of the application of systems 
analysis techniques and procedures, including consulting 
with users to determine hardware, software, or system 
functional specifications; 

the design, development, documentation, analysis, creation,
testing, or modification of computer systems or programs, 
including prototypes, based on and related to user or system 
design specifications; 

the design, development, documentation, analysis, creation, 
testing, or modification of computer programs related to 
machine operating systems; 

or combination of the above system design specifications;
the design, development, documentation, analysis, creation,

testing, or modification of computer programs related to 
machine operating systems; 

or combination of the above.
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Increase the salary threshold for 
exemption from $455 per week to $913 
per week. 

On an annual basis, this is a salary 
increase from $23,660 to $47,476 per 
year. 

The DOL will automatically update the 
standard salary and compensation levels 
every three years going forward. 

Slide 24



The proposed changes to the 
overtime rule increased the salary 
threshold for employees who are 
exempt—and therefore not eligible for 
overtime—from $23,660 to $47,476. 

Employers can either increase an exempt 
worker’s salary so the worker remains 
exempt, or reclassify him or her as 
nonexempt. Many are likely to do the 
latter. 

Slide 25



As a result of the final rule, employers 
throughout the country will need to confirm 
whether the compensation for employees 
currently treated as exempt would satisfy the 
new thresholds. 

If not, employers would need to determine 
whether to increase the compensation for 
those individuals to satisfy the new 
thresholds, or to convert those employees to 
non-exempt status such that they become 
eligible for overtime compensation.
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The DOL has set the total annual 
compensation for exempt highly compensated 
employees at $134,004, up from $100,000. 

Employers will be able to count 
nondiscretionary bonuses, incentive 
payments, and commissions towards as much 
as 10 percent of the salary threshold 
beginning December 1, 2016. 

In order to count, these payments must be 
made on a quarterly or more frequent basis.
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With the benefit of more than six months 
until the final rule takes effect, employers 
should not delay in auditing their 
workforces to identify employees currently 
treated as exempt who will not meet the 
new salary threshold. 

For such workers, employers will need to 
determine whether to increase workers’ 
salaries or convert them to non-exempt.
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