
! {' 
I 

Fair Labor Standards Act (FLSA) 

(FLSA) 

• Enacted in 1938 - establishes general wage and hour standards. 
• Non-exempt employees must be compensated at 1.5 times their regular pay rate 

for each hour worked over 40 hours in a work week. 

Exemptions to the overtime pay requirement exist for executive, administrative and 
professional (EAP) employees. To qualify for this exemption- an employee must meet 
the following three standards: 

• salaried (the "salary basis" test) 
• perform specified administrative or professional duties 
• earn above a salary level threshold 

In May, the U.S. Department of Labor announced changes to the salary level threshold, 
which is effective December 1, 2016 for the majority of providers. There is a non 
enforcement period through March of 2019 for some smaller Home and Community 
Based Services providers. 

• Salaried employees must make $913 per week ($47,476 annually) 
• Increase from the previous standard of $455 per week ($23,600 annually) set in 

2004. 

The increased salary level threshold for the EAP exemption will mean a greater number 
of employees will become eligible for overtime pay. Employers have several options to 
comply with the new regulations, including, increasing weekly pay, reducing work hours, 
paying overtime, adjust pay to account for anticipated overtime to maintain cost 
neutrality, etc. 

The cost impact of the rule will be influenced by which options providers select. DSS 
and OHS are collecting information from providers relative to the impact of this change. 
In collaboration with providers and through their associations, a survey instrument was 
sent to providers asking them to identify the number of impacted positions and projected 
impact. We expect the vast majority of employees to be hourly given the nature of the 
work and the duties. 
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Preliminary results: 

Number of survey responses received : 

Behavioral Health 
15 of 64 responses 

Nursing Hornes 
17 of 1 09 responses 

Assisted Living 
6 of 123 responses 

Residential Treatment for Youth 
9 of 9 responses 

In Home Services 
1 of 37 responses 

Community Support Providers 
Working with CSP of SD to gather responses 

Next steps: 

Continue working with providers to obtain responses. Reconcile reported data to cost 
report/FTE information on file. Determine allocation of reported impact based on payer 
mix. 
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