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COMMENTS BY
THE NATIONAL ASSOCIATION OF CONVENIENCE STORES

REGARDING PROPOSED REVISIONS OF THE FAIR LABOR STANDARDS ACT’S
SECTION 13(a)(1) REGULATIONS
(RIN 1235-AA11)

The National Association of Convenience Stores and Petroleum Retailing
(“NACS”) is an international nonprofit trade organization representing more than 2,200
retail and 1,800 supplier company members with the majority of its members based in
the United States.
The convenience and petroleum retailing industry has become a fixture in
American society and a critical component of the nation’s economy, with stores in each
and every Congressional district. In 2014 the industry employed more than two million
workers and generated $696.1 billion in total sales.
NACS and its members have a strong interest in the requirements governing the
application of the exemptions set forth in Section 13(a)(1) of the Fair Labor Standards
Act, because those provisions have a substantial impact upon the industry. This is
particularly the case as to the T1
executive” exemption, because many industry
employers rely upon that exemption for first- and second-line managerial employees at
thousands of individual, freestanding establishments. NAGS therefore welcomes the
opportunity to submit comments in response to the T
Proposed rule and request for
comments” published by the U.S. Labor Department (“USDOL” or “Agency”) on July 6,
2015 at 80 Federal Register 38516, Regulatory Information Number (RIN) 1235—AA11.
1.

The Salary Level

The Agency proposes to increase the threshold salary for exempt status to $921
per week. However, it also suggests that, under its contemplated methodology, the
figure might even be $970 per week by the time any regulatory changes become final.
80 Fed. Reg. 38517; Id. at n. 1. Either level will be devastating to NAGS’s membership.
To begin with, even a figure of $921 per week will represent another $466 per
week added to the $300-per-week rise that went into effect in 2004, i.e., there will
have been a nearly six-fold increase over the pre-2004 threshold. NAGS realizes that
more than ten years have now passed since the prior change
The adverse impact that such a substantial change will have upon the industry is
starkly revealed when one takes into account the current salary levels for first- and
second-line managerial employees in convenience stores. Due to the economic realities
of the modern-day convenience industry, those salary levels for most such managerial
employees are relatively low. For example, convenience-store companies employ a
substantial number of Store Managers at a weighted-mean salary of about $ 39,580
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annually. For Assistant Store Managers, the median/mean is about $ 26,024 annually.
Obviously, then, raising the threshold even to $921 per week would put a large number
of industry employers to the impossible choice between increasing salaries versus
abandoning the exemption for Store Managers and (for those who today qualify for
exempt status) Assistant Store Managers.
Throughout the history of the Section 13(a)(1) exemptions, the salary threshold
has been set to “serve as a guide to the classification [of exempt employees] and not
as a barrier to their exemption.” Weiss Report at 15 (emphasis added).’ It is
especially relevant that Mr. Weiss’s statement was made with specific reference to “the
executives of small establishments”. Id. Establishing a dollar-level test that would
cause thousands of these employees to change from exempt status to nonexempt
status overnight for that reason alone will erect precisely such a barrier to the
exemption of many employees. It will also represent a departure from USDOL’s
expressed concerns in 2004 (and, for that matter, in prior decades) that an increased
salary not impose a disproportionate hardship upon retailing. See, e.g., 69 Fed. Reg.
22170-71 (April 23, 2004).
NACS is of course mindful that the role of the salary-level test is to assist in
drawing a line between employees who are properly treated as exempt and those who
are not. We also realize that, wherever the threshold is set, some employees who meet
the tests for exempt status will fall below it.
Nevertheless, for decades, USDOL has assiduously tried to avoid that effect to
the maximum extent it can. It has been especially careful about this where retailing is
concerned. The relatively-lower salaries prevailing among those workers are the result
of financial and economic characteristics, rather than being a reflection of any allegedly
“borderline” nature of the duties they perform. In other words, failing to weight these
retailing-specific financial and economic factors heavily thereby transforms the salary
level into the only test for exempt status as to a disproportionately-high number of
retail employees, and it does so without appreciably advancing the distinctions called
for in applying the exemptions.
This is at least as true in the convenience-store segment of retailing as it is of
any others, as the above compensation data illustrate. A figure as great as $921 will
therefore operate as a “barrier to [the] exemption” of thousands of industry employees
without facilitating the effectiveness of the line-drawing to be done. As we will later
point out in a different context, in crafting the exemptions both Congress and USDOL
have long recognized the unique responsibilities of managerial employees at individual
retail establishments.

1

In portions of this discussion, NACS will refer to historical USDOL documents relating to the
Section 13(a)(1) exemptions and revisions of the Regulations at Part 541. These reports were
produced by Harold Stein in 1940 (“Stein Report’), Harry Weiss in 1949 (“Weiss Report), and
Harry S. Kantor in 1958 (“Kantor Report”).
Page numbers in these citations refer to the
corresponding location in the actual report, rather than to any reproduction of the report.
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The Agency has not tailored its dollar-test proposal by specifically adjusting it in
recognition of the lower-wage characteristics of retailing. See, e.g., 80 Fed. Reg. at
38528.
This departs from not only the approach taken in 2004 (as USDOL
acknowledges), but also from even-earlier decades of practice in setting the salary
level. The Agency contends that its proposed methodology “already accounts for” and
“adequately protects low-wage industries” by selecting a 40th percentile to apply to the
data it has selected, see, e.g., 80 Fed. Reg. at 38532, 38541. On the contrary, there is
serious reason to question whether USDOL has actually done a sufficient analysis of the
matter.
For one thing, as is the salary proposal generally speaking, the entire discussion
of the percentile selected is tainted by USDOL’s repeated reliance upon data said to
have to do with “full-time salaried employees”, “full-time salaried workers”, and so on.
Indeed, although USDOL refers to the data as having to do with “actual salaries paid to
employees”, “all full-time salaried employees”, “salary levels throughout the economy”,
and many more formulations to the same effect, the information instead relates to “fulltime
non-hourly paid employees.” See, e.g., 80 Fed. Reg. at 38517 n. 1; 80 Fed.
Reg. at 38527 n. 20; 80 Fed. Reg. at 38540 n. 37; 80 Fed. Reg. at 38548 n. 54 (all
emphasis added). USDOL says that it “considers” the data to be “an appropriate proxy
for compensation paid to salaried workers,” see, e.g., 80 Fed. Reg. at 38527 n.20; 80
Fed. Reg. at 38548 n. 54, but it is difficult to see how this could be so in any relevant
way. The employees to whom this information relates might be largely or entirely
commissioned; or paid on a day-rate basis, a job-rate basis, or a piece-rate basis; or
paid a salary for 40 hours; or paid on a fluctuating-workweek basis; or paid via a
combination of these methods; or paid in a variety of other unspecified ways. NACS
further understands that the data include overtime pay, commissions, and tips;
whether other kinds of payments are included is unclear. Finally, these data are selfreported and are therefore not subject to verification.
.

.

.

We also note that USDOL’s explanation repeatedly uses the words “salary” and
“salaried” to mean different things in different places. The concepts of “salary” and
“salary basis” have a very specific meaning under the pertinent exemptions. See, e.g.,
29 C.F.R. § 541.602. Whether an employee is paid on a ‘
salary basis” is itself an
T
indicator of exempt status, independently of the salary’s amount.
By contrast, it
appears that, in many if not most instances, USDOL is not referring to “salary” or
“salaried” in the exemption-related sense. This has likely led to flaws in USDOL’s
analysis, in part because juxtaposing “non-hourly paid” compensation with
compensation on a “salary basis” as that phrase relates to the exemptions is
necessarily an apples-and-oranges proposition.
NACS believes that the setting of a salary level should be based upon reasonably
contemporaneous data and statistics relating to salaries (as defined by the regulations)
of exempt employees. The salary level was established in this way from at least as
early as 1949, based upon the view that “[a]ctual data showing the increases in the
prevailing minimum salary levels of bona fide executive, administrative and professional
employees
would be the best evidence of the appropriate salary increases for the
revised regulations.” Weiss Report at 12. Wages and earnings among nonexempt
employees were relied upon only where “no direct evidence was available or where the
Id.
available data were fragmentary
.

.

.

.“

.

.

.
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This was also the case in 1958, when USDOL’s decisions were informed by
information that included “salaries paid to employees who qualified for exemption.”
Kantor Report at 6. These figures included “tabulations of salaries grouped by major
geographic regions, by number of employees in the establishment, by size of city, and
by broad industry groups.” Id. This “most direct evidence of actual salaries paid”,
“obtained as a by-product of the Divisions’ regular investigation program rather than as
a special statistical survey,” was judged to “reflect[j the salary patterns with reasonable
accuracy.” Id. 28 Fed. Reg. 7002 (July 9, 1963); 35 Fed. Reg. 883, 884-85 (Jan. 22,
1970).
The Agency should return to the compelling practice of predicating the salary
level to the maximum extent possible upon “a sample limited to exempt salaried
employees.” See 80 Fed. Reg. at 38528. Clearly, information having to do precisely
with the matter being decided is “the best evidence” upon which to base any
adjustment in the salary level.
And USDOL apparently already has that information and has evaluated it in the
present proceedings. For instance, the proposals’ explanation says:
“Currently, approximately 85 percent of white collar salaried
workers who fail the EAP duties test earn at least $455 per week.”
“Increasing the standard salary level to the 40th percentile of
weekly earnings for full-time salaried workers would reduce by 6.3
million the number of white collar employees for whom employers
must perform a duties analysis.”
“Conversely, only approximately 4 percent of all white collar
salaried employees who meet the duties test earn less than the
current salary level.
“The proposed increase in the standard salary level would increase
the number of overtime-eligible white collar salaried employees
who meet the duties test and earn less than the proposed salary
level to approximately 25 percent.”
“The Department notes that currently approximately 75 percent of
white collar employees who do not meet the duties test earn less
than the proposed salary threshold.”
“The Department notes that currently approximately 78 percent of
all exempt EAP workers
those who are paid on a salary basis of
at least $455 per week and meet the duties test
earn at least
$921 per week.”
—

—

“Approximately 41 percent of white collar workers who do not pass
the duties test earn at least the proposed salary level ($921 per
week). Conversely, approximately 25 percent of employees who
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pass the standard duties test (and 22 percent of employees who
are currently exempt) earn less that the proposed salary level.”
“[F]or the Kantor method we further limited the population of
interest by only including those workers determined as likely to be
EAP exempt
.

“[F]or the Kantor method we further limited the population of
interest by only including those workers determined as likely to be
EAP exempt
.

80 Fed. Reg. at 38529, 38532, 38557, 38560 n.82. These statistics are obviously
derived from internal data that are directly relevant to current salary levels as they
relate to the application of the exemptions.
The Agency suggests that employing such information is undesirable on the
premises that:
in order to create such a pool of likely-exempt salaried employees one
would have to rely upon ‘uncertain assumptions regarding which
employees are actually exempt.’
In addition, the Department used
[Current Population Survey or] CPS data rather than salary data from the
limited pool of our own investigations because there would have been too
few observations from these investigations to yield statistically meaningful
results.
Whatever uncertainties there might be as to the above-referenced internal evaluations
carried out by USDOL personnel with deep experience in such matters (the statistical
meaningfulness of which NACS cannot assess without seeing the underlying
information), those arising from the Agency’s current reliance upon “non-hourly paid
employees” must be, though of a different kind, at least as great.
Furthermore, the Agency apparently remains committed to a single standard
salary level for nationwide application. Therefore, as have most of its predecessors, it
must weigh more heavily than it has the fact what it has proposed might tend to
eliminate employees who are “obviously nonexempt”, Weiss Report at 18, reasonably
well in high-income industries will at the same time be a T
’barrier to the[] exemption”,
Weiss Report at 15, of disproportionately-many employees who meet the duties tests
but who work in relatively low-income industries. Such a threshold impermissibly
shortcuts the qualitative determination called for under the exemptions for employees
in the lower-wage industries.
NACS recognizes that some such effect is an outcome of having a single salary
threshold. But then this is the product of a structure that USDOL itself formulated and
embraced in the past and proposes to maintain. Because the Agency has made that
choice, its responsibilities can be adequately carried out only by significantly limiting
that effect, that is, by setting the salary rate near the lower end of the appropriate
scale. It is for this very reason that USDOL has set a lower-end salary in the past, and
the Agency must do so again. Whatever nationwide figure is established must be set so
as to, as Mr. Kantor put it, exclude a relatively small percentage “of those in the lowest
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range region, or in the smallest size establishment group, or in the smallest-sized city
group, or in the lowest-wage industry of each of the categories
Kantor Report at
6-7.
IT

•

By contrast, USDOL has so far declined to tailor its dollar-test proposal to the
compensation characteristics of regions or industries. See, e.g, 80 Fed. Reg. at 38528.
As the Agency acknowledges, this departs from the approach taken in 2004, and it also
abandons decades of earlier practice in setting the salary level. The Agency says that
its proposed methodology “already accounts for” and “adequately protects low-wage
industries and areas” by selecting a 40th percentile, see, e.g., 80 Fed. Reg. at 38532,
38541, but, putting aside that the entire “already accounts for” construct rests upon a
flawed data set, there is serious reason to doubt that this has actually accounted for the
characteristics of such industries.
The Agency’s initial “already accounts for” remarks defer to the explanation’s
Section VII.D. for a discussion of why USDOL “believes [its] proposal is appropriate in
low-wage areas and low-wage industries.” 80 Fed. Reg. at 38532. However, all that
appears in that section on the point is an assertion that employers in lower-wage
industries “may perceive a greater impact” from the proposed level,
2 but that, “because
the vast majority of potentially affected workers reside in [Metropolitan Statistical Areas
or] MSAs and do not work in low-wage industries,” USDOL “believes that the proposed
salary level is appropriate.” 80 Fed. Reg. at 38564 (emphasis added). With all respect,
this is hardly an adequate explanation to offer to lower-wage industries and to the
employees in them who will be disproportionately excluded from exempt status as the
result of USDOL’s proposal.
Moreover, USDOL appears to have considered only three industries to be “lowwage” ones: “Leisure and hospitality, other services, and public administration.” 80
Fed. Reg. at 38557. What these labels actually encompass is indefinite, but they do
not include retailing. See, e.g., 80 Fed. Reg. at 38556, Table 11. Retailing has of
course been explicitly considered a lower-wage category in repeated salary-level
rulemakings, and the Agency’s own data indicate that “Retail trade” represents 7.5% of
the “potentially affected EAP workers”, the second-highest percentage in the entire list.
See 80 Fed. Reg. at 38602, Appendix B, Table Bi.
The Agency says it engaged in a process involving undescribed “estimated
distributions” of unstated “weekly earnings” of two groups from which unspecified
“alternate salary levels” were somehow “identified” by applying “pre-determined
percentiles”. 80 Fed. Reg. at 38557 (emphasis added). This analysis generated figures
that were $344 lower than the proposal under one method and $264 lower under the

2

Those employers and employees will do more than merely ‘perceive such an impact. They
will in fact experience such an impact.
As is true in many instances throughout USDOL’s presentation, these entangled discussions of
and references to the current proposal, the 2004 rulemaking, and the Kantor Report in the same
sentences and paragraphs, using present and past tenses indiscriminately as to each, often
make it difficult for the reader to discern to which the Agency is actually referring.
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other. 80 Fed. Reg. at 38558. Even so, the $921 proposal has not been adjusted,
apparently “because the vast majority of potentially affected workers
do not work
in low-wage industries
80 Fed. Reg. at 38564.
.

.

.

.

.
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NACS also submits that the data USDOL relied upon in formulating its proposal
are not appropriate to the task. For one thing, even if they were pertinent to the
question at hand, USDOL has employed them as a national composite. Doing so fails to
give ‘appropriate consideration
to the fact that the same salary cannot operate
with equal effect as a test in high-wage and low-wage industries
in an economy as
complex and diversified as that of the United States.
’ Kantor Report at 5.
t
.

.

.

.

.

.

The Agency further says that it “considered
’ non-Metropolitan Statistical Area
t
regions to be lower-wage ones in choosing the proposed salary level. 80 Fed. Reg. at
38557. There is no discussion of whether USDOL has made an appropriate use of these
statistical divisions, whether they were correctly used in those ways, or whether the
fact that the delineations do not represent an urban/rural distinction might be a
pertinent consideration. See Office of Mgmt. & Budget, Exec. Office of the President,
0MB Bull. No. 13-01, Revised Delineations of Metropolitan Statistical Areas,
Micropolitan Statistical Areas, and Combined Statistical Areas, and Guidance on Uses of
the Delineations of These Areas (2013).
In addition, USDOL says that an analysis of “the historical relationship between
the 40th percentile benchmark and the [CPI Index for all urban consumers (“CPI-U”)]”
has led it to determine “that the data does not substantiate
past concerns about
the likely effects on low-wage regions and industries
80 Fed. Reg. at 38541.
However, CPI-U provides no information specific to low-wage industries and “is
designed to measure inflation for the U.S. urban population and thus may not
accurately reflect the experience of people living in rural areas” (emphasis added).
5
.
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It is also true that information related to the salaries of exempt employees has
historically been used to establish a salary level “near the lower end” of the range so
modeled. See, e.g., Weiss Report at 12. This is especially warranted as to a relatively
lower-wage industry such as that comprising NACS’ membership.
Furthermore, the amount set is not and has never been the only compensationoriented consideration or limitation. Instead, in pertinent part an exempt employee
must also be paid on a “salary basis”, which itself plays a role in distinguishing exempt
employees from nonexempt ones. Weiss Report at 24. This too militates in favor of
restraint in setting the salary level, in that the qualitative nature of the employee’s
compensation facilitates defining and delimiting exempt status.
Finally, NACS reminds the Agency that the impact will not be limited to those
employees whose salaries would have to be raised to maintain the exemption. There

http://www.whitehouse.gov/sites/default/files/omb/bulletins/2013/b-13-01. pdf.
Dep’t of Labor Bureau of Labor Statistics, Consumer Price Index: Frequently Asked
Questions, http ://stats.bls.gov/cpi/cDifacl.htm#Question 21 (last visited Aug. 20, 2015).
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would also be a “ripple effect
11 throughout the rest of the workforce, both exempt and
nonexempt. Salary increases caused by the threshold rise must be worked-into the
salary levels of more-highly-paid exempt employees in order to avoid compression in
the compensation structure. Many voluntary and legally-required benefits are tied to or
at least sensitive to those salary levels, as are legally-mandated employer
contributions.
Industry employers have only so much in the way of resources to devote to labor
costs. Consequently, among the results of any increase of the magnitude proposed will
be that industry employment will decrease through layoffs, unreplaced attrition, the
elimination of positions, or deferring or elimination of expansion plans. Pressure to
reallocate resources will also cause industry employers to eliminate or reduce benefits
and to reduce wages and other compensation by changing their kind and/or amount.
Inelastic consumer spending and the low industry profit margins simply will not
support the absorption of more than a small fraction of yet-another large salary
increase and the related costs so as to squeeze industry employers to (in some cases
perhaps beyond) the breaking-point. Even so, there will also unavoidably be a resulting
higher cost to consumers of the industry’s goods and services. The adverse effects will
be even greater in relatively lower-wage geographical regions.
Against this background, NACS recommends the following:
The proposed level is ill-founded and too high, and the entire
proposal should be withdrawn;
USDOL should conduct an entirely new evaluation and should make
a different proposal on the basis of the internal, exemption-specific
information (as updated, if need be) and analysis to which it has
referred in the current explanation;
USDOL should publish a detailed report on both the contents and
results of the exemption-specific analysis to which the proposals
refer and upon which the new proposal will presumably be based;
and
USDOL should return to the 20
% guideline selected in 2004 and
should apply it to the array of reasonably-current salaries paid on a
“salary basis” to exempt employees in the lowest geographical and
industry sectors, rather than to composite figures which represent
a combination of high-wage and low-wage geographical and/or
industry sectors.
2.

Proposed Automatic Update

USDOL’s proposal to update the salary level automatically should not be
adopted. First, USDOL “is not proposing specific regulatory text”, 80 Fed. Reg. at
38539, 50 the adoption of any such indexing mechanism would be unlawful and without
effect under the Administrative Procedure Act.
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Such a mechanism would also disserve some of the very interests USDOL has
sought to promote. Furthermore, the other rationales articulated are unsupported,
outweighed by other considerations, and fraught with the very-real potential for
unforeseen and unintended consequences.
To begin with, USDOL recognizes that “the line of demarcation” provided by the
salary test “cannot be reduced to a standard formula.” 80 Fed. Reg. at 38527. But the
proposal involves exactly this:
Taking the new salary level and then annually
extrapolating it into the indefinite future based upon “a standard formula”.
One articulated rationale is that “frequent updates are imperative to keep pace
with changing employee salary levels.” 80 Fed. Reg. at 38539. To the extent that this
is so, USDOL provides no reason why any such imperative cannot be addressed without
resort to an automatic mechanism.
The explanation makes multiple references to historically-uneven and
sometimes-long intervals between adjustments in the salary levels. Id. But surely past
administrative inaction, which could be improved upon, is an insufficient justification for
such an extreme and unprecedented change.
NACS is concerned that USDOL has expressed no intention to undertake
substantive salary re-evaluations regularly in the future. There is no assurance that the
underlying determinations leading to the coming figure will go un-reconsidered
indefinitely, thus leaving whatever the figure is in five, ten, or even twenty years simply
to the cumulative impact of annually applying “a standard formula” that calls for
simply:
Statistically locating the 40th percentile of a data set; or
Calculating a CPI-U-derived percentage increase in the predicate salary.
Apparently in anticipation of such a response, USDOL refers to:
Competing regulatory priorities;
Overall agency workload; and
The time- and resource-intensive nature of notice-and-comment
rulemaking.
80 Fed. Reg. at 38539. NACS respectfully submits that these concerns are better
resolved internally when evaluating priorities and allocations of resources. This is
particularly true in light of the fact that the salary test itself is entirely a creature of
USDOL’s making in the first place, one that, in its own words, “cannot be reduced to a
standard formula.”
Implementing the indexing proposal would also mean that USDOL had effectively
abandoned its responsibility for and practice of making substantive judgments about
the inflationary effects of increases in the salary level, including as to lower-wage
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sectors such as the retail industry and small business. See, e.g., 69 Fed. Reg. at
22168; 40 Fed. Reg. 7091 (Feb. 19, 1975).
The impact would be especially
pronounced in a period of high inflation and could in fact contribute to a serious
inflationary spiral. Nor would this effect be limited to the amount of the jump in the
minimum salary itself; that move would also spark increases in:
Salaries paid above the minimum level so as to avoid compression
in compensation scales among exempt employees; and
Compensation and benefits of a non-salary nature that are directly
or indirectly keyed to the salaries of exempt employees.
The Agency contends that indexing would have no disproportionately harmful
effect upon lower-wage regions or industries. This is said to be so in part because
USDOL selected the 40th percentile rather than a higher one “to account for low-wage
regions and industries.” 80 Fed. Reg. at 38541. However, the 40th percentile does not
“adequately protect” them given the shortcomings NACS discussed previously.
If there were nevertheless to be some proposed indexing procedure in the
future, then it would be wise to include these features:
A.

The Re-Evaluation Period

First, changes should not occur annually.
Yearly revisions will seriously
complicate and interfere with management’s ability to formulate both short-term and
longer-term budgets.
In addition, it is unwarranted to derive from USDOL’s recounting lengthy
hiatuses in re-visiting the salary test the proposition that an annual re-set is somehow
necessary. Furthermore, such a frequency would undercut USDOL’s stated desire to
promote simplicity, efficiency, consistency, and predictability where the exemptions are
concerned.
NACS recommends that any such re-evaluation period be not less than every
three years. NACS also recommends that the period of advance notice be extended to
180 days. Against the background of a period of at least three years, it is highly
unlikely that an amount derived from the underlying statistical information would be
materially affected by the difference between 60 days’ notice versus 180 days’ notice.
B.

A Per-Revision “Cap” Or “Maximum”

USDOL states that an index approach is intended to replace “more drastic”
changes with “gradual changes”, but no safeguards have been proposed to protect
against drastic increases (or decreases) in the salary level. 80 Fed. Reg. at 38523. We
recommend that the change in salary level be no more than five percent of the prior
salary level. This is slightly higher than the annualized increase in the salary level over
the exemptions’ history.
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C.

A “Safety Valve” For Exceptional Or Unforeseen
Circumstances

There could also be times of national emergency, episodes of extraordinarily high
unemployment, or a host of other exigencies that would render automatic salary
indexing undesirable and untenable for at least some period. The day might well come
when the actual or threatened effects of the indexing mechanism should not be
permitted to persist or occur. For instance, there might again be a period of high
inflation comparable to or even worse than that of the late 1970s, or conceivably there
might someday even be a period of prolonged and exacerbated deflation.
NACS recommends that the Secretary of Labor or the Wage and Hour
Administrator be expressly authorized to modify or suspend any “update” procedure for
such reasons, in such ways, and for such periods as are justified under the
circumstances and are expressly articulated. Of course, the fact that such an exception
should be provided for is yet another illustration of why the mechanism is ill-advised in
the first place.
D.

CPI-U Or Percentage-of-Earnings?

The Agency proposes that any such “update” be based upon either:
The 40th percentile of what it refers to as “all full-time salaried workers”;
or
Changes in the CPI-U as applied to a predicate salary level.
80 Fed. Reg. at 38540. The Agency seeks comments on both methods, including as to
which is “better suited” to the undertaking. 80 Fed. Reg. at 38541. NACS contends
that neither method is an appropriate way to index future salary levels.
NACS has earlier discussed the infirmities of selecting a 40th percentile and will
therefore not repeat those points here. What the percentile would be applied to is
ambiguous; USDOL refers without citation to “[t]he chosen population
all full-time
salaried workers” and to “the BLS data for this pool
80 Fed. Reg. at 38540. The
Agency says that the “pool” would purportedly “be based upon actual salaries that
employers are currently paying”, but the actual citations are only to information about
“non-hourly paid employees”. Whatever else those data do or do not represent, they
are in no relevant way representative of “actual salaries that employers are currently
paying” on a “salary basis” to employees who do or might also meet the exemptions’
duties tests.
—

.

.

.

.“

The only data set USDOL specifically cites and appears to intend to use has to do
with a Bureau of Labor Statistics “table of deciles of the weekly wages of full-time
salaried workers, calculated using CPS data
80 Fed. Reg. at 38540 n. 37. But,
again, neither do these data “specifically identify salaried workers” and certainly not
employees paid on a “salary basis”. They instead include unverified, unverifiable, and
unspecified “usual weekly earnings before taxes and other deductions and include any
overtime pay, commissions, or tips usually received” as given by “workers who do not
.

.

.

.“
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report being paid an hourly
What else these “earnings” might consist of is
unstated and probably unknowable. Id. Moreover, whereas USDOL refers elsewhere to
a sample of 60,000 “households”, these data represent a sub-sample of only “onefourth of the CPS monthly sample”, or presumably as few as 15,000 “households”. Id.
6
rate.”

Furthermore, by initially increasing the minimum salary level to the 40th
percentile of the “salaried workers” data set, USDOL will also skew those very data in
favor of substantial increases when future adjustments are made. For example,
assuming for the moment that the 40th percentile of “salaried workers” in 2016 is the
projected $970 per workweek, employers will overwhelmingly (1) convert employees
who are currently paid on a salary basis at a lower rate to nonexempt, hourly-paid
ones; and/or (2) increase the salaries of employees who will remain exempt to at least
$970 per workweek, along with raising the salaries of more-highly-paid employees to
prevent or mitigate compression. The first option will necessarily reduce the proportion
of exempt employees paid on a “salary basis” in the “salaried workers” data pool
USDOL proposes to use, and the second will substantially increase the amount which
that remaining pool is paid. In sum, USDOL’s proposal will result in a smaller group of
“salaried workers” who will in turn be paid at higher salary levels, thereby artificially
and unduly influencing the “prevailing minimum salary levels” used to compute the new
minimum salary for exempt status.
As for the CPI-U approach, NACS has said earlier why CPI-U is an unsatisfactory
reference. More to the point, however, is that, as USDOL itself recognizes, “inflation
has been used as a method for setting the precise salary level only in the breach
80 Fed. Reg. at 38533 (emphasis added). The Agency summarizes some of the “prior
concern[s]” among its predecessors with an inflation-based approach, and it
“acknowledges these concerns”. 80 Fed. Reg. at 38540. However, it apparently
believes that these difficulties are overcome by applying the CPI-U to the salary level to
be proposed, because (i) this will be done only prospectively; and (ii) the salary level
will be set “using current data on wages being paid to full-time salaried workers
Id. (emphasis added). On the contrary, this simply layers one ill-founded proposition
upon another, including that those “current data” do not reveal specific information
about “salaries” generally speaking, employees paid on a “salary basis”, or exempt
employees. Setting the salary level based upon some nebulous composite of “wages” is
not proper.
.

.

.

.

For largely the same reasons NACS discussed earlier, USDOL should instead
make a different proposal to conduct an “update” via the use of internal, exemptionspecific information of the sort to which it has referred in the current explanation. Of
course, if the Agency rigorously maintains a contemporaneous database of such
information, then this would dispense with the need to set the salary level according to
any measure other than the amounts of actual salaries paid on a “salary basis” to
employees who are or are likely to be exempt, taking into account lower-wage regions
and industries.
3.

6

Crediting Nondiscretionary Payments

http //www. bis gov/cps/research_seriesea mi ngsnonhou ny workers. htm.
.
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NACS favors counting nondiscretionary bonuses and incentive payments toward
the standard salary level. It is commonplace for employers in the industry to offer
incentive-pay plans and bonuses, the single-most-important evaluative factor in which
is profits, followed closely by sales and inventory control. In part, this reflects the fact
that the labor-intensiveness of the industry, taken in conjunction with the pricesensitive nature of retail receipts, mandates that wage increases be accompanied by
increases in employee efficiency, output, and revenue generation.

Incentive and bonus payments are closely tied to the unique control exercised in
these areas by managerial employees at individual convenience-store establishments.
The effectiveness of an establishment’s management has a strong impact, sometimes a
determinative one, upon the location’s commercial success.
Thus, taking these
amounts into account in connection with an earnings test is entirely consistent with the
statutory obligation to define and delimit the exemptions.
The Agency has not described how it envisions that such a mechanism would
actually work. Depending upon what USDOL means, it might well be that this is
already “permitted”. In any event, NACS recommends that:
The salary test should explicitly “permit” this crediting;
The proportion of such payments that could be credited should not
be limited to any particular percentage;
“Commissions” should be included in such a provision, for reasons
NACS will discuss below; and
The crediting should not be limited to any particular timeframe.
If an employee is paid on a “salary basis” (a freestanding indicator of exempt
status in itself), the source of the dollars comprising the predetermined amount is
irrelevant.
An employer’s ensuring payment of a predetermined amount at the
requisite dollar level still serves as “the best single test of the employer’s good faith in
attributing importance to the employee’s services”, Stein Report at 21, even if that
amount consists in whole or in part of nondiscretionary sums ultimately derived from
elsewhere.
Moreover, crediting these payments could at least reduce to some limited extent
the impact of USDOL’s doubling both the current salary level and the percentile that
was last used as a benchmark, and its doing so without specifically adjusting the dollar
amount in consideration of particular industries. This would be especially true with
respect to the convenience-store industry, in which the payment of incentives and
bonuses of various kinds is common.
Convenience-store companies pay Store
Managers and Assistant Store Managers at a weighted-mean average of $6,191
annually and $1,765 annually, respectively, in the form of bonuses or other incentive
pay. While it would do little to negate the impact of any substantial salary level
increase, NACS submits that, to the extent these amounts are nondiscretionary and
paid on a “salary basis”, they should be credited for purposes of meeting the salary
level.
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The Agency “believes it is important to strictly limit the amount of the salary
requirement that could be satisfied” in this way and is considering restricting the offset
to 10 percent. 80 Fed. Reg. at 38535. There is no discussion of specifically why
USDOL believes this, nor any explanation for why 10 percent would be a proper
proportion to consider, as opposed to, say, 50 percent, or 80 percent, or any other
specific percentage.
It has long been the case that an incentive-based pay plan including the
payment of a predetermined amount on a properly-maintained “salary basis” meets the
exemption’s requirements without regard to the fact that incentive compensation might
ultimately make up the entirety of the employee’s pay. The Agency has done so
without expressing any concern whatsoever that there might be an alleged need to
impose a percentage limit upon the extent to which this was done. As Mr. Stein
observed in 1940:
In some instances persons
are paid in part or in full by methods of
compensation which include commissions, drawing accounts, and other
items.
In such instances the salary requirement will be met if the
employee is guaranteed a net compensation of not less than $30 a week
‘free and clear’.
.

.

.

Stein Report at 23 (emphasis added). See also Opinion Letter of Acting Wage-Hour
Administrator FLSA2006-43 (Nov. 27, 2006); Opinion Letter of Wage-Hour
Administrator No. 999, CCH Administrative Opinions ¶ 30,546 (June 6, 1969); Opinion
Letter of Wage-Hour Administrator of March 3, 1964 (WHD Index Nos. 21 BA 203, 21
BA 205); Opinion Letter of Director, Division of Minimum Wage and Hour Standards, of
March 15, 1976. This is not distinguishable in any relevant way from an employer’s
crediting 100°k of the nondiscretionary payments made to an otherwise-exempt
employee, provided only that the employer ensures that the “salary basis” is
maintained and that the employee’s net compensation be not less than the amount
prescribed in the regulations.

Furthermore, as USDOL has also long recognized, these principles are just as
applicable to “commissions” as they are to any other kind of nondiscretionary bonuses
or incentive compensation. See, e.g., Stein Report at 23; Opinion Letter of Acting
Wage-Hour Administrator FLSA2006-43, supra; Opinion Letter of Wage-Hour
Administrator No. 999, supra; Opinion Letter of Wage-Hour Administrator of March 3,
1964, supra. There is no reason to regard “commission” payments any differently from
bonuses or any other sort of nondiscretionary payment, and USDOL has offered none.
The Agency’s only statement in this regard has to do with its being concerned that
commission recipients “are generally unable to satisfy the standard duties test
80 Fed. Reg. at 38536.
.

.

This is an overly broad generalization about the alleged nature of the work
performed by anyone who as a practical matter would be in consideration for one of
these exemptions. Nevertheless, the “standard duties test” and the salary test are of
course different and freestanding requirements calling for independent and unrelated
analyses. If an employee for whom the employer takes a commission-against-salary
credit does not meet the duties requirements for exempt status, then the employee is
nonexempt without regard to any credit. What is supposedly the case as to the
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“standard duties test” for exempt status overall does not and should not have anything
to do with how the salary test is constructed.
In a different vein, USDOL states that “the time period over which such
compensation should be considered must be limited.” 80 Fed. Reg. at 38536. On the
contrary, as the foregoing authorities demonstrate, the qualitative requirements of the
“salary basis”, including the necessity that a “predetermined amount” be paid each pay
period, obviate any need to restrict the counting of nondiscretionary bonuses, incentive
payments, or “commissions” to a month or to any other timeframe.
7 But if some such
maximum period is adopted, then NACS recommends that it be either:
A “representative period” along the lines of what has been used
under the FLSA’s Section 7(i) exemption for decades (see, e.g., 29
C.F.R. § 779.415-418); or
As long as a calendar quarter, which experience suggests is a notuncommon frequency for the payment of such amounts.
4.

Hypothetical Changes In The Duties Tests

The Agency says that, while “it is not proposing specific regulatory changes at
this time, [it] is seeking additional information on the duties tests for consideration in
the Final Rule.” 80 Fed. Reg. at 38543 (emphasis added). Whether or not USDOL
intended such an implication, this sentence may fairly be read to suggest that in the
Final Rule it will purport to make actual changes in those portions of Part 541 relating
to these requirements.
Post-publication remarks made by Wage and Hour
Administrator David Weil appear to mean that no such changes will be made. With that
understanding, NACS offers the following discussions.
A.

Minimum-Percentage Requirements

The Agency’s Questions B and C deal with largely the same consideration:
Whether there should there be a requirement that an employee spend a minimum
amount of time in the requisite primary duty in order to be exempt. 80 Fed. Reg. at
38543. NACS submits that there should be no such minimum.
Since 1938, the Agency has viewed the primary-duty test as being an ultimatelyqualitative one. Whether an employee spends more than 50°h of his or her time in
work of the requisite kind has been no more than a “good rule of thumb” or a “useful
guide”, but did not “seem reasonable in all situations.” Weiss Report at 51. As a
result, this consideration has always been only one of a number of factors to consider.

In the case of “commissions”, experience suggests that industry payments usually so
described are typically computed on a monthly basis. However, this is no reason to impose such
a limit as a matter of regulation.
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And in 2004, the Agency recognized this long history and properly rejected the
idea that there should be a minimum percentage. It did so with reference to a proposal
that the threshold be 5O%, but the same reasoning would apply to any particular
percentage:
Adopting a strict 50-percent rule for the first time would not be
appropriate
because of the difficulties of tracking the amount of
time spent on exempt tasks. * * * Such a rule would require employers
to perform a moment-by-moment examination of an exempt employee’s
specific daily and weekly tasks, thus imposing significant new monitoring
requirements (and, indirectly, new recordkeeping burdens).
.

.

.

69 Fed. Reg. at 22186. The Agency’s remarks were in part based upon its earlier
observation that there was no timekeeping requirement for exempt employees, 69 Fed.
Reg. at 22126, and of course that remains the case today. 29 C.F.R. § 516.3.
In light of the decades-long practice of evaluating “primary duty” on a qualitative
basis, the Agency, the courts, and other interested members of the public have become
familiar with these principles and have developed approaches to applying them. But
USDOL now questions whether this 75-year period of policy and practice should be
abandoned because of some concern that some employees might be “spending a
significant amount of their work time performing non-exempt work” and that, “at some
point, a disproportionate amount of time spent on nonexempt duties may call into
question whether an employee is, in fact, a bona fide EAP employee.” 80 Fed. Reg. at
38543.8 Another apparent USDOL concern is that these and similar matters “can lead
to varying results.” Id.
Whether and to what extent some employees are or are not in fact spending “a
significant amount” of time or ‘
a disproportionate amount” of time on nonexempt work
T
so as to “call into question” their exempt status are matters that are no more or less
perplexing now than in 1938. Similarly, the fact that “varying results” might occur is
just as true of the application of many other duties tests to an endless variety of
inherently-uncertain facts and circumstances. No set of regulations properly defining
and delimiting the exemptions will ever avoid “varying results”.
As for whether USDOL should look to California wage orders to adopt a 50°k
threshold, obviously NACS does not feel that it should. However, were the Agency to
adopt California’s quantitative time test, then we submit that it must also look to and
incorporate all of California’s regulations addressing the duties test, including that
portion of the California test which attempts to compensate for the flaws of its time test
by requiring qualitative consideration of “the employer’s realistic expectations and the
realistic requirements of the job” in determining whether the requirement is met. See,
e.g., Cal. Indus. Welfare Comm’n, Order No. 1-2001, Section 1(A)(1)(e) (promulgated

It is also true that, while the concept of primary duty’ and the impact of nonexempt work are
of course related, they are nevertheless different considerations entailing separate analysis and
evaluation. Compare, e.g., 29 C.F.R. § 541.700 with 29 C.F.R. § 541.702. NACS believes that
USDOL’s having conflated these principles has led to its misplaced concerns.
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under Cal. Code of Regs, tit. 8, § 11010(1)(A)(1)(e)). Otherwise, USDOL would be
imposing exemption standards that are more stringent than California’s.
B.

“Concurrent Duties” Concept

The Agency asks whether 29 C.F.R. § 541.106
instead “needs to be modified”. 80 Fed. Reg. at 38543.
“primary duty” are also apt here.

“is

working appropriately” or
Our comments relating to

The current Section 541.106 was adopted in 2004 but did nothing more than
incorporate a longstanding concept. See, e.g., 69 Fed. Reg. at 22136-37; Opinion
Letter of Deputy Wage-Hour Administrator FLSA2005-19 (Aug. 2, 2005) (section was
“not a change in the Department’s position”).
Indeed, such considerations were
embraced at least as long ago as 1949. Weiss Report at 35. Thus, it is not the case
that the regulation was introduced recently, such that whether it is “working
appropriately” is merely a regulatory check-up on a recent development. As we said in
the preceding discussion, the Agency, the courts, and other interested parties who are
familiar with the concept’s parameters have become accustomed to it over many
decades and have long experience with applying it, and its fundamentals should not be
changed.
Furthermore, the concurrent performance of exempt and nonexempt work has to
do with whether an employee meets the “primary duty” requirement not whether the
employee is supposedly performing T
’too much” nonexempt work.
29 C.F.R. §
541.106(a) (“Whether an employee meets the requirements of § 541.100 when the
employee performs concurrent duties is
based on the factors set forth in
§541.700.” (emphasis added)).
Therefore, the principle is not an exemption
requirement in itself; it simply has a bearing upon the evaluation of a requirement.
This in itself “avoid[sJ sweeping nonexempt employees into the exemption.” 80 Fed.
Reg. at 38543.
—

.

.

.

The Agency’s formulation of Section 541.106 further “avoid[s] sweeping
nonexempt employees into the exemption” by articulating qualitative ways to
distinguish between instances in which nonexempt work is performed concurrently with
exempt work from those in which it is not:
Generally, exempt executives make the decision regarding when to
perform nonexempt duties and remain responsible for the success or
failure of business operations under their management while performing
the nonexempt work. In contrast, the nonexempt employee generally is
directed by a supervisor to perform the exempt work or performs the
exempt work for defined time periods. An employee whose primary duty
is ordinary production work or routine, recurrent or repetitive tasks cannot
qualify for exemption as an executive.
29 C.F.R. § 541.106(a). Taken along with the illustrations that follow this passage, the
character and impact of concurrent performance can be evaluated with certainly no
more difficulty than is presented by other duties requirements.
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The “concurrent duties” concept is of particular relevance to retailing, and
especially to the convenience-store industry. Consider, as an illustration, a Store
Manager who, in stocking shelves, simultaneously trains a new clerk in how shelves are
to be stocked for merchandising and security purposes, gathers information as to stock
levels to use in ordering, and checks on the performance of subordinates in their
stocking work. As another example, a Store Manager who is working at a cash register
is not simply “ringing sales” but is also monitoring store conditions and security,
watching employee performance, noting customer comments, complaints, and
preferences, and reviewing documents and reports prepared by others and preparing
reports of his or her own.
And once again, that the application of the regulation might be ‘
difficult” and
T
might TT
lead to varying results” can be said of most if not all of the other duties-related
tests for exempt status in a multitude of situations. Moreover, difficulty and “varying
results” cannot be eliminated by any set of regulations that will also be consistent with
USDOL’s responsibilities in defining and delimiting the exemptions.
Finally, the Agency has asked ‘
[t]o what extent
T
exempt lower-level
executive employees [are] performing nonexempt work.’
T 80 Fed. Reg. at 38543. Of
course, if these hypothetical employees are exempt, then how much nonexempt work
they are doing is irrelevant. As for the extent to which lower-level executive employees
who might or might not be exempt are doing nonexempt work, it is highly unlikely that
any response to such a question will be an adequate or legitimate predicate for
rulemaking.
.

C.

.

.

Reintroducing A Long-Test Provision

The Agency says throughout its proposals that its charge includes modernizing
and simplifying the regulations, making them easier to understand, increasing vague
“efficiencies” of their application, and reducing the frequency and amount of FLSA
litigation. NACS assumes that USDOL is referring to adopting something along the lines
of the pre-2004 exemption structure so as to impose a “long test” percentage limitation
upon nonexempt work. These aims would not appear to be served by re-introducing a
more-complicated “long/short duties test structure” that was formulated nearly 75
years ago and was dispensed with more than a decade ago. Stein Report at 14-15; 80
Fed. Reg. at 38543.
While the “long test” would have a superficial appearance of a rigorous numerical
standard, in truth any such impression was and would be only an illusion. Stating such
a percentage accomplishes nothing in itself; this simply moves the uncertainty to a
different area and reveals why this approach was, and again would be, ineffectual.
From early on, the Agency, the courts, and the relevant public faced intractable
difficulties in discerning what “nonexempt work” consisted of in the first place. See,
e.g., Weiss Report at 29-31. The concept of work that is “directly and closely related”
to exempt duties evolved from an effort to provide more clarity. Weiss Report at 32.
Note that this formulation moved the inquiry back to what counted as “exempt” work,
only affected the issue of what work was “nonexempt’
T by negative implication, and had
much more to do with “primary duty” than with percentage limitations.
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The long test persisted for a while thereafter largely by virtue of historical inertia
(including that it had largely ceased to have any practical function for probably more
than two decades) until it was wisely and appropriately eliminated in 2004. This
occurred in significant part in recognition of the fact that long experience had shown
the test not to contribute in any appreciable or effective way to distinguishing between
exempt employees and nonexempt ones. At the same time, the principle of identifying
activities that are “directly and closely related” to exempt work was preserved and
remains in effect; it is incorporated into the meaning of “exempt work”; and both are
proper, integral parts of “primary duty”. Compare 29 C.F.R. § 541.700 with § 541.702
and § 541.703. This arrangement is historically well-founded and analytically elegant,
and the exercise of determining exempt status will not be served by superimposing
another layer upon it.
And as USDOL rightly recognized in 2004, a qualitative discernment of
“nonexempt work” is one thing; undertaking to measure quantitatively how much of it
is done from hour-to-hour, workday-to-workday, and workweek-to-workweek is quite
another altogether. 69 Fed. Reg. at 22126-27. There is currently no requirement to
maintain any records of the amount of such work, and there is serious reason to doubt
that the quantification could be done in any useful and reliable way. Furthermore, if a
percentage limitation were re-imposed on a workweek basis, as it applied before, the
exacerbated practical burdens imposed by trying to measure these things (even if that
can be done) and by dealing with possible exempt-one-workweek/nonexempt-the-next
workweek scenarios are too obvious to warrant more discussion.
For instance,
untangling and quantifying “exempt” work and “nonexempt” work in just the couple of
common “concurrent duties” situations NACS posed in the preceding section even once
would be daunting at best and unreliable in result, not to mention the probable
impossibility of doing so in an meaningful way on a workweek-by-workweek basis.
There is no reason to re-impose the long-test/short-test dichotomy; there is
every reason not to do so. Such a requirement would accomplish nothing that a
competent evaluation of the existing principles cannot achieve. Instead, any such step:
Would complicate
application;

rather

than

“simplify”

the

exemptions’

Would “modernize” nothing but would instead revive a requirement
that time has shown to be unnecessary and unworkable;
Would make the requirements harder to understand;
Would introduce inefficiencies that do not exist today, including
with respect to the USDOL’s investigative efforts;
Would increase uncertainty in the exemptions’ application;
Would produce “varying results” to a greater extent; and
Would increase the frequency and volume of litigation.
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D.

Managers At Individual
Establishments

Retail

Or

Service

The Agency has declined to give any specific consideration to the adverse impact
that increasing and indexing the salary level will have upon the retail and service
industries. Therefore, in response to the Agency’s invitation to propose other changes
in the duties tests, and especially if some over-50% primary-duty is ultimately adopted,
we recommend that the executive exemption be modified in future rulemaking to
recognize the likelihood that the role and circumstances of the manager of an individual
retail or service establishment support exempt status.
This could be accomplished by redesignating the current 29 C.F.R. § 541.100(b)
as 29 C.F.R. § 541.100(c) and then substituting the following as a new Subsection (b):
The highest-ranking employee at a retail or service establishment who is
customarily assigned the principal on-site responsibility for the daily
operations of the establishment is deemed to have management as his or
her primary duty.
Note that, unlike in past recommended formulations, this addition would not pronounce
such a manager to be exempt; the salary tests and the other duties requirements
would also have to be met. Such a provision would not, of course, preclude the
s application to other, lower-ranking employees in the establishment if they
T
exemption
satisfied the exemption’s tests.
9
The Agency’s adoption of such a provision would clearly be justified and
appropriate. As Mr. Stein recognized nearly 75 years ago as to an employee who is in
charge of an establishment:
[c]learly, if such an employee [has] at least two other employees to
supervise and is not himself supervised at the location where he works, he
possesses a degree of executive freedom that would not be the case if he
had a job of comparable importance in charge of a department inside a
plant. Due weight must be given to this freedom from direct supervision
enjoyed by the top person in an independent establishment or in a branch
establishment physically separated from the supervising office of the
company.
Stein Report at 17-18. Mr. Stein also took note of “the comparatively high degree of
freedom” and the “consequent weight of the executive responsibility involved” in such
an employee’s work. Stein Report at 18.

Further, if some quantitative primary-duty analysis is adopted, to the extent that a lower
ranking employee is the highest-ranking employee on-site (for example, an assistant
manager), we would submit that the activities and time be deemed exempt.
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Finally, a provision specifically relating to these industries is indisputably
consistent with Congressional intent and will in fact advance this intent. After all,
Section 13(a)(1)’s still-existing amendment dealing explicitly with ‘
an employee of a
T
retail or service establishment” demonstrates the solicitude with which Congress has
viewed the executive exemption (and for that matter the administrative exemption)
where the retail and service industries are concerned. That Congress included this
reference with respect to the now-defunct percentage limitation upon nonexempt work
does not diminish the fact that Congress regarded the retail and service industries with
particular deference where the relevant exemptions are concerned.
5.

The Effective Date

We also wish to address one final matter of importance: Any final revision
s
T
effective date. If the current proposal to increase the salary level substantially is not
withdrawn, then employers will need considerable time to evaluate alternatives and to
make and implement important business decisions in light of the revisions.
As just a selection of illustrations, employers will find it necessary to:
Evaluate how the changes will affect their workforces in the near- and
intermediate terms, including determining who will continue to be treated
as exempt and what the resulting cost will be of salary increases (both
those increases for at-the-new-threshold employees and those
necessitated by the need to avoid compensation compression);
Design new pay plans and reduce the straight-time compensation for
employees who will thereafter be treated as nonexempt;
Determine to what extent to reduce or eliminate benefits or other
advantages of employment to offset composite increases in labor costs;
and/or
Determine what workforce reductions or freezes are called for.
A substantial adjustment period longer than that provided in 2004 is certainly
justified. See 69 Fed. Reg. at 22122. We recommend that the delay for this over
100% increase be not less than one year after the revisions are published in their final
form. Notably, this still is significantly less time than Congress provided in 2007 when,
after nearly a decade at $5.15, it ultimately increased the federal minimum wage by
(approximately 40%, incrementally, from July 23, 2007 to July 24, 2009) comparatively
far less than the salary level increase USDOL proposes. See 29 U.S.C. § 206(a)(1). See
also Pay Workers a Living Wage Act, S. 1832, 114th Cong. (2015) (proposing an over
100°k increase in the federal minimum wage, incrementally, over a four-year period).
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