Eye On Washington

Regulatory Update
Texas Federal Court Strikes Down FLSA Changes
– What Now?
As you are likely aware, last year, a federal District Court in Texas tentatively blocked the 2016 changes
to the Federal Labor Standard Act’s (FLSA) overtime rule from taking effect pending the Court’s ﬁnal
decision. The blocked overtime rule, which would have applied to the “white collar,” or executive,
administrative and professional exemptions to the FLSA’s overtime requirements, was previously
scheduled to take effect on December 1, 2016. For more information click here.
On August 31, 2017, the Court issued a ﬁnal decision striking down the changes to the FLSA overtime rule.

Where Does the FLSA Overtime Rule Stand
and What Should Employers Do Now?
The Court’s ruling provides a sigh of relief for many
employers, because the risk that the rule will be
retroactively applied back to December 1, 2016
seems very unlikely. However, employers must
remain vigilant in monitoring activity. Here is the
latest, with a bit of background:
• Although the Obama administration had
previously appealed the District Court’s initial
ruling to the United States Court of Appeals
for the Fifth Circuit, the Trump administration
indicated that it will no longer defend the
speciﬁc salary amount called for by the blocked
FLSA overtime rule. Instead, the Trump
administration indicated that it would simply
defend the Department of Labor’s (DOL)
authority to require a minimum salary amount.

• The District’s Court’s ﬁnal decision indicated that
the DOL has the authority to require a minimum
salary amount and clariﬁed that the Court’s concern
was with the speciﬁc amount that was required.
Speciﬁcally, the Court indicated that the minimum
threshold must not be so high as to render the
duties test moot. The duties test requires that
employees perform certain types of tasks in order
to be considered exempt under the FLSA.
• The Trump administration may therefore decide to
drop its current appeal before the Fifth Circuit, or
the appeal may be rendered moot by the District
Court’s issuance of the permanent injunction.
At the same time, the administration has issued
a Request for Information (RFI) regarding the
overtime rule. The RFI is the ﬁrst step toward
proposing a new overtime rule which employers
can safely assume will be lower than the previous
salary amount under the blocked rule.
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• Finally, when the District Court previously blocked
the FLSA overtime rule, the AFL-CIO sought to
intervene in defending the rule fearing that the
Trump administration would fail to adequately do
so. The Texas District Court denied this request.
Therefore it is possible that the AFL-CIO will
appeal this ruling and attempt to defend the
blocked overtime rule.

While the rule has been struck down by the federal
District Court in Texas, employers should continue
to evaluate the FLSA status of their employees by
reviewing job duties and descriptions and ensuring
that they have employees classiﬁed properly. The
vast majority of employers are subject to current
FLSA requirements that dictate proper classiﬁcation
and payment methods.

ADP Compliance Resources
ADP maintains a staff of dedicated professionals who carefully monitor federal and state legislative
and regulatory measures affecting employment-related human resource, payroll, tax and beneﬁts
administration, and help ensure that ADP systems are updated as relevant laws evolve. For the latest on
how federal and state tax law changes may impact your business, visit the ADP Eye on Washington Web
page located at www.adp.com/regulatorynews.

ADP is committed to assisting businesses with increased compliance requirements resulting from rapidly evolving legislation.
Our goal is to help minimize your administrative burden across the entire spectrum of employment-related payroll, tax, HR and
beneﬁts, so that you can focus on running your business. This information is provided as a courtesy to assist in your understanding
of the impact of certain regulatory requirements and should not be construed as tax or legal advice. Such information is by nature
subject to revision and may not be the most current information available. ADP encourages readers to consult with appropriate
legal and/or tax advisors. Please be advised that calls to and from ADP may be monitored or recorded.
If you have any questions regarding our services, please call 855-466-0790.
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