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Knowing the
Difference between
Exempt and
Nonexempt

The federal Fair Labor Standards Act (FLSA)
requires employers to pay all employees at
least the minimum wage for all hours
worked, and, one and one-half times the
employee’s regular wage rate for any hours
worked over 40 in a workweek. However, if
an employee meets the requirements of one
of the FLSA’s exemptions, the employee
may not have to be paid minimum wage or
for overtime (as they are considered
“exempt” from this requirement).

Classifying an employee as exempt,
however, is more than just a matter of
preference. The FLSA has several specified
exemptions, each with its own requirements
that need to be satisfied in order to properly
use the exemption. Classifying an employee
as exempt when the requirements are not
met can result in significant liability for the
employer.
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Recently, an HR consulting firm was found to
owe $1 million in overtime wages and
damages to employees after a DOL
investigation discovered FLSA violations.

The consulting firm misclassified employees
as exempt based on the belief that employees
being paid a certain salary means that the
employees aren't entitled to overtime pay.

The fact that an employee is paid on a salary
basis is not an automatic exemption from the
FLSA’s overtime pay requirements. Most of
the FLSA exemptions require that an
employee be paid a minimum salary and the
employee must spend a certain amount of
time performing specified job duties.

For example, the exemption for administrative
employees requires that employees be
compensated on a salary basis and the salary
must meet at least the minimum amount
specified. In addition, employees must be
primarily engaged in office or non-manual
work directly related to management or
general business operations, and the
employees must exercise discretion and
judgement with respect to matters of
significance.

An employer is able to classify a position as
nonexempt even if the requirements for an
exemption are satisfied. However, an
employer may not classify a position as
exempt unless all of the necessary criteria are
satisfied.

Employers are encouraged to review their
current exempt-level positions against the
FLSA requirements for the exemption.

DID YOU KNOW?

The Department of Labor (DOL) has
issued the Employer's Guide to The
Family and Medical Leave Act. This
guide is meant to provide “essential
information about the FMLA, including
information about employers’ obligations
under the law and the options available
to employers in administering the leave
under the FMLA.”

fo addition, the DOL issued a new EMLA

oster. However, the DOL has stated that
the February 2013 version of the FMLA
poster is still considered compliant, and
either poster may be used to satisfy the
FMLA’s posting requirement.

Compensation Is a
Rising Factor in Job
Satisfaction

According to a 2016 survey conducted by
the Society for Human Resources
Management (SHRM), compensation and
benefits are contributing more and more to
employee job satisfaction.

The survey indicates that compensation is
becoming increasingly important to
employees’ overall job satisfaction. In the
2014 survey, compensation was rated
fourth in importance to job satisfaction.
However, the latest survey shows
compensation as the second most important
factor for job satisfaction, followed by
benefits in third place. In first place is
respectful treatment of all employees.

The survey shows compensation is
especially important to millennial and Gen X
employees, a large population of the
workforce.

However, the survey shows less than stellar
results for workers’ satisfaction with current
compensation packages. For example, only
23 percent of workers indicated they were
“very satisfied” with their current overall
compensation.

As the job market improves, employers may
want to review compensation strategies and
make adjustments in order to retain (and
attract) top performers.
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