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Pennsylvania Amends Overtime Calculation

for Salaried Nonexempt Employees

Background

A new regulation, 34 Pa. Code § 231.43(qg), has been implemented for Pennsylvania
employers pertaining to how salaried, nonexempt employees are paid overtime.
Employers who pay nonexempt employees a salary may need to adjust their payroll
practices to comply with this new wage and hour requirement in the state of
Pennsylvania.

Summary

This new law differs from the federal Fair Labor Standards Act’s “fluctuating workweek™
method that is often used for salaried nonexempt employees. The FLSA method permits
employers to determine the regular rate of pay for salaried, nonexempt employees by
dividing all remuneration the employee earned by the total hours the employee worked
that workweek, then multiplying that rate by the number of overtime hours worked and
finally multiplying that number by 0.5.

This content is provided with the understanding that HR Knowledge is not rendering legal advice. While every effort is made to provide
current information, the law changes regularly and laws may vary depending on the state or municipality. The material is made
available for informational purposes only and is not a substitute for legal advice or your professional judgment. You should review
applicable laws in your jurisdiction and consult experienced counsel for legal advice. If you have any questions regarding this content,
please contact HR Knowledge.
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This new formula under the Pennsylvania Minimum Wage Act codifies that the FLSA
method is not permissible. Instead, the regular rate must be determined by dividing all
remuneration such as the employee’s weekly salary, non-discretionary bonuses, and
commissions by 40, rather than by all hours the employee worked that week. The
employee’s regular rate is then multiplied by 1.5 and then multiplied by the number of
overtime hours to determine the amount of overtime pay due. This new formula has the
potential to result in more overtime pay for nonexempt employees paid on a salary basis.

These rules do not address the regular rate calculation for nonexempt employees paid
an hourly rate. A question regarding this specific calculation appears under the recently
published on the Pennsylvania Department of Labor &
Industry website, with the response being “this updated regulation will not change
overtime pay calculations for hourly employees.”

Employer Next Steps

e Pennsylvania employers who have salaried, nonexempt employees may want to
evaluate their overtime practices and determine whether their formula follows these
new requirements.
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The People Simplifying HR

For almost twenty years, HR Knowledge has made it our mission to demystify the complex and
daunting process of HR management. We do more than just provide the level of service and
technology you’d expect from an industry leader. We combine an unparalleled passion for service
with our decades of HR, payroll, and benefits experience to provide our clients with personalized
and actionable advice that is second—to—none. From managed payroll to employee benefits to HR
support, we can help your organization thrive, grow, and reduce operating costs—no matter what
industry you serve. Whether you're interested in our Full-Service solution or just need your employee
handbook written, HR Knowledge can help you minimize risk while staying on top of compliance
regulations. The bottom line”? We’'re not just another cloud-based technology company that also

does HR, #WeAreHR. on how we can help you simplify HR.
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