
Do you have to comply with the Fair Labor 
Standards Act (FLSA)?

Not all employers are subject to the FLSA, but most are.  Some employers are 
automatically covered like federal, state, or local government agencies; hospitals 
and other institutions that care for the sick, aging, mentally ill and/or disabled; and 
schools or institutions of higher learning.  Other employers, including those in the 
hospitality industry, become subject to the FLSA through “enterprise coverage” or 
“individual coverage”.

A business entity as a whole can become subject to the FLSA under the “enterprise coverage” provision.  If the business is covered then 
every employee working for that business becomes automatically covered unless they are classified as exempt.  

In situations where a business entity does not qualify under the “enterprise coverage” provisions, the employees working for that 
business can still be subject to FLSA provisions if they participate in interstate commerce throughout the course of their workweek.  
“Individual coverage” is based upon the specific circumstances of each individual employee’s job duties, so it is possible to have some 
employees subject to the FLSA and others not even though they work for the same employer.

ENTERPRISE COVERAGE

INDIVIDUAL COVERAGE
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STEP #1
Determine if your business qualifies as a covered  
entity under the “enterprise coverage” provisions.

A. Is your company involved in interstate commerce, ie: the 
moving of goods, services and/or information – like phone calls, 
emails and/or payment processing - across state lines? (Most 
employers are!)

IF YOU ANSWERED YES – Your company/organization may be 
a covered enterprise.  PROCEED TO PART B OF THIS QUESTION.

IF YOU ANSWERED NO – You may not meet the criteria to 
qualify for ‘enterprise coverage’.  Therefore, you will need to 
determine if any of your employees meet the qualification  
criteria under ‘individual coverage’.  PROCEED TO STEP #2.

B. Does your company/organization have annual dollar  
volume of sales or receipts (not including donations or grants) 
in the amount of $500,000 or more?

IF YOU ANSWERED YES – Your company/organization (and all 
of your employees) are subject to the FLSA, unless they are 
otherwise classified as exempt.  STOP.

IF YOU ANSWERED NO – You may not meet the criteria to 
qualify for ‘enterprise coverage’. Therefore, you will need to 
determine if any of your employees meet the qualification 
criteria under ‘individual coverage’.  PROCEED TO STEP #2.

STEP #2
Determine if any of your employees are covered  
under the FLSA using the ‘individual coverage’  
criteria.

A. Does your employee perform any work constituting  
engagement in interstate or foreign commerce, or the production  
of goods for interstate or foreign commerce, including any closely  
related process or occupation directly essential to such  
production?

• An employee such as an office or clerical worker who uses  
 a telephone, facsimile machine, the U.S. mail or a computer  
 E-mail system to communicate with persons in another  
 state.

• An employee who drives or flies to another state.

• An employee who handles, ships, or receives goods which 
 came from an out of state supplier.

• An employee uses an electronic device which authorizes a  
 credit card purchase.

• An employee who keeps records of interstate transactions.

IF YOU ANSWERED YES – This employee is subject to the 
FLSA for the weeks in which this type of work is performed, 
unless they are otherwise classified as exempt.  STOP.

IF YOU ANSWERED NO – This employee may not be covered 
under FLSA.  However, they may still be subject to state 
wage and hour laws.  Consult with your local Wage and Hour  
District Office before proceeding. 

To determine if you and/or your employees are subject to the Fair Labor Standards 
Act, follow the steps below.  For more detailed information, use THIS TOOL on the 
Department of Labor’s website.


