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Reflections On The New Salary Level For Exempt Employees  
  

“I can tell you people . . . the news is not so good . . .”.  Pat Boone, 1956. 

 

 

(See the previous Seay Management Report on this subject, July 1, 2015) 

  

“I almost lost my mind,” lamented Pat Boone in 1956, upon finding out that his baby had 

left him.  Pest control employers may experience the same reaction when confronting the new 

Department of Labor salary requirement for exempt employees.  At some point early in 2016, the 

salary level for exempt employees is going to escalate from $455 per week to $921 per week, 

according to an Obama Administration directive.  The salary must be guaranteed and not subject 

to deduction.  As a result, many mid-level managers and supervisors who have heretofore been 

exempt will now be non-exempt and they will have to keep a time record and receive overtime.  

The new salary increase more than doubles the current level and is a seismic change for most 

employers.  In principle, exempt employees get paid for the job they do, regardless of hours 

worked, and non-exempt employees get paid for the actual hours they spend doing the job.  So 

moving from exempt to non-exempt is a 180 degree mindset reversal.  What do pest control 

employers need do?  Here are some reflections . . . . 
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 The Journey from Exempt to Non-Exempt – “Sammy’s Story” 
 

If an exempt employee receives a salary very close to $921, we may simply increase that 

salary so that it reaches the new level of $921.  For example, a manager receiving a salary of 

$895 per week could be moved to $921 per week, thus meeting the new requirement and 

remaining exempt. 

 

On the other hand, if the currently exempt manager/supervisor – let’s call him Sammy -- 

receives a salary that is not close to $921, then raising him to $921 might be excessive, so we 

must classify Sammy as non-exempt, calculate an hourly rate, and pay him overtime.  If Sammy 

is working around 40 hours per week, determining an hourly rate is not much of a problem – just 

divide the current salary by 40 hours, and we have an hourly rate that will work just fine.   

 

But Sammy may be working more than 40 hours per week or, what’s more likely, it could 

be that we don’t know how many hours he is working, which makes the calculation of an hourly 

rate a bit more dicey.  So, the first thing we must do is determine how many hours per week 

Sammy is working.  This number will probably vary from week to week, so we must look at a 

representative period of time and calculate an average number of hours worked per week.  The 

objective is to identify an hourly rate which, when overtime is added, will yield about the same 

amount of money he is currently receiving on salary.   

 

Sammy must understand that his pay will not be the same each pay period, but will vary 

from week to week, based on the number of hours he is working.  For example, let’s say Sammy 

is earning a salary of $650 per week and he works an average of 48 hours per week – sometimes 

more, sometimes less, but an average of 48.  If we divide $650 by 40, we get an hourly rate of 

$16.25, but this number won’t work because when you add in the overtime, he will be making an 

additional $195 per week ($16.25 times time and one-half, times 8).  So, we continue to work the 

numbers and we find that if we pay Sammy $12.50 per hour and if he works 48 hours and 

receives overtime pay, he will receive $650, exactly what he is currently earning on salary.   

 

It looks like we have solved the problem.  So now we talk with Sammy about his new 

pay plan . . . and Sammy doesn’t like this at all, because $12.50 per hour sounds to him like a 

pay cut.  Plus, he doesn’t like the idea that his paycheck will now vary from week to week, 

depending on how many hours he works and he no longer has a guaranteed salary.  The result is 

that we are in compliance with the Wage and Hour regulations but we have a morale issue.  

Uncle Sam is happy but Sammy is not happy.   

 

So we look around to see if there is another alternative and we find that if we pay Sammy 

$16.25 per hour, and if we hold him to 40 hours per week, he will make $650 per week, exactly 

what he’s making on salary.  But what happens if, for some reason, he works more than 40 hours 

one week?  In that case, we have to pay him overtime at time and one-half.  Now Uncle Sam is 

happy, Sammy is happier, but you, the employer, are unhappy.  One more thing – Sammy has a 

good deal of initiative and dedication and, as an exempt employee, works whatever hours are 

necessary to get the job done, knowing that this effort will pay off in the long run in, terms of 

salary increases and promotions.  Now that he is changed to non-exempt, Sammy is not allowed 

to work more than 40 hours per week, so a substantial amount of that initiative and dedication 

are out the window. 
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 Salary plus Commission Equals $921 . . . Or Maybe Not – “Danny’s Tale” 
 

In the pest control industry, some exempt managers and supervisors are paid by a salary 

plus a commission.  If so, you can meet the new exemption requirement by either: 

 

(1)   paying a salary of at least $921 plus commission, or  

(2) paying a salary of less than $921 plus commission, but guaranteeing that the 

employee will always receive at least $921 per week, salary and commission 

combined.  

 

 If an employee’s commissions are low in one week so that, when combined with the 

salary, the total pay does not reach $921, you must subsidize the employee, so that he or she 

reaches the $921 guarantee, or else the exemption is lost. 

 

For example, suppose Danny is supervisor for a pest control company.  Suppose he 

receives a salary of $600 per week, plus commissions.  His job is to supervise other pest control 

technicians and he may, on occasion, drive a route himself, if necessary, or ride with one of his 

employees.  His commissions can run from $200 per week to $500 per week.  So, if his salary is 

$600 and he earns, say, $300 in commissions one week, he has earned $900 for this week, which 

is below the $921 requirement.  To remain exempt, you must guarantee him at least $921 which 

means that, in this case, you must subsidize him an extra $21, in order to get up to the $921 

requirement.  And you cannot go back and recover this in a later pay period, when his 

commissions might be higher. 

 

 Is This Really Going to Pass? 
 

Yes.  This is an administrative decision and the Department of Labor has the right to 

make this change arbitrarily.  It does not have to be approved by Congress.  The President has 

ordered the Department of Labor to implement this increase and I have not read anything to 

suggest that he is going to back down from it.  The Department of Labor has published this new 

requirement for public comment and most of the business world thinks it’s an awful idea, so I 

suppose it’s theoretically possible that the administration might read all of the opposition 

comments and decide to implement a change of lessor magnitude.  But I doubt it.  As Damon 

Runyon once wrote, “The race is not always to the swift nor the battle to the strong, but that’s the 

way to bet.” 

 

Our recommendation is to examine all of your exempt employees right now and identify 

where you need to make changes, so that you’ll be ready when the time comes.  It’s not 

necessary actually to make the change now – it’s probably best to wait until the Department of 

Labor determines a definite implementation date, probably in early 2016.  And be sure to call, 

email or text message your Seay Management Consultant with any questions you have on this 

new requirement or any other matter related to Human Resources Management and Labor 

Relations.  We appreciate you and look forward to talking with you. 

 

Sincerely, 

Sandy and the Seay Management Team 
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Remember, if you have an employment issue or challenge, and 

you need an answer right away, and you want the very best 

Human Resources Management advice available, you need to 

call . . . The Seay Team! 
 

 

Seay Management Consultants 

720 Rugby Street, Suite 240 

Orlando, FL 32804 

 

Toll Free: 888-245-6272 

Local:  407-426-9484 

Email:  admin@seay.us 
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