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Human Resources: Back-to-Basics Bulletin Series
Calculating Regular Rate of Pay under the FLSA

In general, the Fair Labor Standards Act (FLSA) requires employers to pay employees overtime
compensation at a rate of at least 1½ times the employee’s regular rate of pay. The Department
of Labor scrutinizes regular-rate designations to ensure employees are receiving their full
compensation. Thus, properly calculating the employee’s regular rate of pay is essential to
ensure compliance with the FLSA.

An employee’s regular rate of pay includes all payments to the employee, minus certain statutory
exclusions. In addition to salary, the regular rate may include:

1. On-call pay;
2. Certain bonuses;
3. Contest prizes;
4. Employee lunch or meal expenses;
5. Retroactive salary increases; and
6. Shift differentials.

Exclusions from the regular rate of pay calculation may include:

1. Absence pay for infrequent or unpredictable absences;
2. Discretionary bonuses;
3. Holiday pay;
4. Premium pay;
5. Severance pay;
6. Qualifying pension, profit-sharing, thrift, and savings-plans payments;
7. Certain stock-option compensation;
8. Travel expenses;
9. Health and welfare fund benefits; and
10. Certain uniform allowances.

The regular rate of pay is determined by adding the employee’s pay for the workweek, along
with all other earnings, and dividing the total number of hours worked in that week. As an
example, assume an employee works 50 hours in a workweek at a rate of $10/hour. In addition,
the employee receives a $100 attendance bonus for working all hours the employee was
scheduled to work. The attendance bonus must be included in the employee’s regular rate.

In the above example, the employer first multiplies the employee’s hourly rate by the number of
hours worked ($10 × 50 = $500). Next, the employer adds the $100 attendance bonus, and then



divides the total by the number of hours worked (($500 + $100)/50 = $12). The employee’s
regular rate equals $12, and the overtime rate equals $18 ($12 × 1.5). Thus, under this example,
the employee’s total earnings for the week are $660.

The above example is fairly basic. The calculation can become far more complicated as
additional factors are introduced. However, it is essential that employers understand the process
for calculating the regular rate of pay to avoid wage and hour violations.
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