CLARIFICATION OF THE FAIR LABOR STANDARDS ACT (FLSA)

RE EXEMPT / NONEXEMPT POSITIONS

What do the terms ‘exempt / nonexempt’ mean?
‘Nonexempt’ means the position IS covered by the FLSA.  

‘Exempt’ is the term used to define those that are NOT covered by the FLSA.  

How does UM’s ‘V Class’ fit into this?
‘V Class’ is a term developed by the University of Minnesota and is not covered by any law or statute.

How does an employer decide if a position's duties and responsibilities are exempt according to the FLSA regulations?
There are three types of exemptions under FLSA: Executive, Administrative and Professional.  The FLSA regulations provide guidelines and examples to assist the employer in making exempt/non-exempt determinations. Essentially, the law guides the employer in the evaluation of two key criteria:

A.
The importance of the work as defined by the law's guidelines, and

B.
Within the context of its importance, the extent and magnitude of the position's 

 
independent discretion.

A.
Determining the Importance of the Work

To be exempt, work must be of substantial importance to the management or operations of a business. For example, a position whose primary function is to participate in the development of business operations or management policies would typically be exempt. In contrast, a position whose main responsibility is to ensure that management policies are being followed would not be considered exempt.
Exempt employees make analyses and draw conclusions which are important to the determination of management policies or general business operations. Importance can be measured by the degree and impact of:

Advising

Planning

Negotiating

Representing the University

Purchasing

Marketing

Fundraising

Researching

Controlling

B.    Defining the Degree of Independent Discretion
Independent discretion means comparing and evaluating possible courses of conduct and recommending or making a decision after the various possibilities have been considered. (Recommendations need to have strong influence and are usually adopted with minimal review from higher levels of authority.)

Independent discretion must be free from immediate direction or supervision and involve matters of significance.

Independent discretion must be different from the use of skill or knowledge in applying techniques or procedures according to specific standards.

Independent discretion must not deal with matters of little consequence to the overall business operation.

Decisions in significant matters refer "to the kinds of decisions normally made by persons who formulate or participate in the formulation of policy, or who exercise authority within a wide range to commit their employer in substantial respects financially or otherwise."

An exempt employee must exercise this kind of discretion and independent judgment customarily and regularly (day to day).
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