Q: I know that the federal minimum wage is set to go up soon, but does it apply to me? I have three employees. Is there anything else I should know about the minimum wage?

Jesse

A: You are right that the minimum wage is due to increase. The schedule for the increase is as follows:

· July 24, 2007: from $5.15 an hour to $5.85 per hour

· July 24, 2008: From $5.85 to $6.55 

· July 24, 2009: From $6.55 to $7.25
Does the increase apply to your business? Well, it depends. 

First it depends upon what state you are in. Because it has been a decade since the federal minimum wage was last increased, many states have since passed minimum wage law increases that exceed the federal standard. For example, in California, the minimum wage is $7.50 an hour. In Washington D.C. it is $7.00. When your state’s minimum wage is higher than that of the feds, you must go with your state’s law. Therefore, if your state has a higher minimum wage than $5.85 an hour, the increase in the federal minimum wage does not affect you. (You can find out what your state’s minimum wage rules are here.)
Conversely, if your state has a minimum wage equal to the federal minimum wage (such as Texas, Kentucky, or North Dakota for instance) then the federal wage increase potentially applies to your business and your employees.
If that is the case, then the next consideration is whether your business is the type to which the minimum wage applies. According to the Department of Labor, “The minimum wage law applies to employees of enterprises that do at least $500,000 in business a year. It also applies to employees of smaller firms if the employees are engaged in interstate commerce or in the production of goods for commerce.”
Next, to see whether the increase is applicable to you, you have to determine if your employees are the type to which the minimum wage applies or whether they would be considered “exempt.”

Exemptions are as follows:

· Salaried executives and managers who make not less than $455 a week.

· Administrative employees doing non-manual work who make at least that same amount.

· Professionals with advanced knowledge making that same amount.
· Creative professionals who use imagination and creativity, and who make at least that $455 figure.

· Computer professionals making that amount of money.
· Outside sales people.
The minimum wage rules are also a bit different for younger employees. Workers under the age of 20 must get at least $4.25 an hour for the first 90 consecutive days of employment. After that, they are due the minimum wage. Similarly, full-time students who work in retail or service stores, agriculture, or colleges must earn at least 85% of the minimum wage. 

Finally, special note needs to be taken with employees who receive tips. The federal rule is that a tipped employee is only required to receive $2.13 an hour in wages if the amount of tips received, in addition to their base pay, at least matches the federal minimum wage and the employee retains all tips and that amount is at least $30 a month. If the employee’s tips and the employer $2.13 an hour do not equal the new minimum wage, the employer must make up the difference.
Note again that many states have specific rules for tipped employees, and if the state law mandates a higher payment, that state law trumps the federal one.
For more information, you can visit this site. 

Today’s Tip: Do we need this minimum wage increase? I say we sure do. A full-time worker making $5.15 an hour earns $10,712 a year. The federal poverty line is $17,170. Even when you add in programs such as food stamps, that figure is well below the poverty line. The good news is that an increase to $7.25 an hour by 2009, along with food stamps etc., raises the figure to $19,796, which would be 15% above the national poverty line (figures courtesy of the Economic Policy Institute.)
