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SALARIED EMPLOYEES CAN BE
EXEMPT OR NONEXEMPT
Determining whether to classify salaried employees as exempt or nonexempt can be tricky. We often think of salaried employees
as being exempt from overtime. But salaried employees can fall into either the exempt or nonexempt categories depending on
several key factors. On the other hand, hourly employees are generally nonexempt, with a few very specific exceptions.
Under the federal Fair Labor Standards Act (FLSA), employers must pay overtime to employees who work in excess of 40
hours per week. However, FLSA regulations exempt certain salaried employees from the overtime pay laws if:
•
The employees are paid on a “salary basis” and receive at least a prescribed minimum salary.
•
They meet special duty criteria established by the U.S. Department of Labor (DOL).
Executive employees, professionals and administrative employees may be classified as exempt from federal overtime
requirements if they are paid on a salary basis.

Defining “Salary Basis”
The DOL enforces regulations that define the salary-basis requirement for exempt status. The FLSA exempts broad
categories of “white-collar” jobs from the minimum wage and overtime requirements if they meet certain tests regarding job
duties and responsibilities and are paid a minimum salary.
Those categories of employees are commonly known as “exempt” employees and include executive, administrative, and
professional employees. The FLSA also provides exemptions for outside sales personnel, certain specialized computer
personnel, certain highly compensated employees (HCE’s), certain retail sales employees, and employees covered by the
Motor Carrier Act (MCA).
To be exempt, administrative, executive, and professional employees generally must be paid a predetermined amount each
pay period that is at least the minimum weekly salary required by the regulations. The amount paid may not be reduced
because of a variation in the quality or quantity of work performed.
With few exceptions, the employee must receive her full salary for any week in which she performs any work, regardless of
the number of days or hours worked.

The Three Tests
Some salaried employees are entitled to overtime pay for hours
worked in excess of 40 hours in a workweek. The salary-level test, the
salary-basis test, and the duties tests must be met for an employee to
be exempt from the overtime requirements. Failure to meet the salarybasis requirement – for example, by making impermissible deductions –
will negate an employee’s or a group of employees’ exempt status. Such
employees may sue for retroactive overtime pay.
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Whether an employee is entitled to time and a half for overtime will depend not only on whether she is paid on a salary
basis but also on whether she meets all other exemption requirements, especially the duty criteria.
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Deductions From Pay

Employers often confuse exempt employees with nonexempt salaried and nonexempt hourly employees when it
comes to deducting pay for working fewer hours in a certain week.
Exempt employees must be paid their full salary in any week they work at all, even if they work only one hour
– with a few exceptions.
Nonexempt salaried employees are paid on a salary basis, but if they work less than their standard hours – for
example, 40 hours per week – the employer may deduct from their pay for working fewer hours in a given week.
Nonexempt hourly employees are paid by the hour. No deductions are needed for working fewer hours in a
week. The employer simply adds up the hours worked in a week and pays the employees on that basis.

Things To Watch For
Attaching enhanced job titles to nonexempt jobs and paying a fixed salary won’t transform a nonexempt
position into an exempt one. For example, an employer doesn't escape the overtime requirements simply by
calling an employee an engineer.
Similarly, the mere fact that an employee is paid a salary doesn’t place him in the exempt category. Many
nonexempt employees are paid on a salary basis, so an audit of each employee’s salary and duties is necessary.
In addition, you should periodically review the duties of exempt employees to ensure they still qualify for
exempt status, especially if the company has undergone restructuring or downsizing.
Reprinted courtesy of the North Dakota Employment Law Letter. For subscription information, please call 800-274-6774 or click
to www.HRhero.com.

RISK SERVICES
THE NDIRF DIFFERENCE
The North Dakota Insurance Reserve Fund (NDIRF) is a self-insurance pool owned by its North
Dakota political subdivision members. While the NDIRF operates in a manner similar to a traditional
insurance company, there are also many differences. In the next few paragraphs, I would like to explore a
couple of key differences between the NDIRF and a traditional insurance company.
To start, the NDIRF is a non-profit corporation owned by its North Dakota political subdivision
members. There are no shareholders or other individuals looking to profit from North Dakota political
subdivisions. NDIRF members are the only entities who will profit from the NDIRF’s success. The best
example of this concept is the conferment of benefits program established by the NDIRF to return a
portion of proceeds back to its members. Since the program’s inception, the NDIRF has given back over
$61.5 million to its members.
Second, the NDIRF only serves political subdivisions in North Dakota. The coverage forms developed
by NDIRF staff are tailored specifically for the exposures faced by its members. While
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the coverage forms are very broad and encompass most exposures faced by North Dakota’s political
subdivisions, new exposures emerge and old exposures evolve constantly. The NDIRF has the agility and
flexibility to adjust coverage quickly and easily in order to meet the changing needs of its membership.
Generally, if a member of the NDIRF has an exposure they would like covered, NDIRF staff will find a
way to provide the coverage at a fair contribution. It only takes a phone call to make a change. Members
are encouraged to reach out to their local agent or a member of the NDIRF staff to discuss any concerns
they may have.
Through its service and coverage developed specifically for local government in North Dakota,
the NDIRF is able to provide the protection needed so those who protect and serve through local
government can do so with peace of mind, knowing they have the financial strength, stability, and
dependability of the NDIRF standing behind them.
For additional information about the NDIRF or to inquire about coverage or service, please contact
the NDIRF Risk Services Manager, Brennan Quintus, by phone at 701-751-9105 or by email at
Brennan.Quintus@NDIRF.com.
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LOSS RATIO

The fall statewide association annual conference season
is not far away in terms of the need to plan for room
reservations, absence from the office, etc. and I’d like to
put in a pitch for you to think now about attendance at
these events.
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The loss ratio is calculated by dividing incurred
losses, including loss adjustment expenses, by
earned premium. A ratio greater than 100%
means incurred losses exceed premium income.
The loss ratio for all years is 51% so, as the chart
indicates, the first half of 2017 is a higher than
average loss year, but less than the last 2 years.
www.ndirf.com

The NDIRF has always felt that member officials and
employees stand to gain useful information – some of
it the kind of knowledge that helps reduce liability and
property risk – by participating in an annual conference
of the political subdivision association applicable to your
entity. Most of the time, once someone has experienced
the value of training sessions like these, that’s all the
inducement needed to ensure a desire to return in
following years for more of the same.
This year, we are furthering awareness of employment
practices risks our members face by facilitating
presentations related to this subject at the ND League
of Cities and ND Association of Counties conferences
in September and October, respectively. These sessions
are designed to provide information on how to address
disputes that have developed into a claim (NDLC) and
offer tips on how to avoid them even arising (NDACo).
Hope to see you there!
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North Dakota Insurance Reserve Fund Board of Directors

Randy Bina, Bismarck
Blake Crosby, Bismarck
Mike Lautenschlager, Berthold

Burdell Johnson, Tuttle
Cindy Schwehr, Rogers

Mark A. Johnson, Bismarck
Shawn Kessel, Dickinson
Bruce Strinden, Mandan
Chris West, Grafton

NEW AT NDIRF
The NDIRF is pleased to announce that Mr. Scott
Faehnrich has joined the company as an Outside Claims
Adjuster. Scott is a graduate of the University of North
Dakota and holds a degree of Bachelor of Science in Business
Management.

CALENDAR
Mark Your

Sept 2017
21: NDIRF Board of Directors Meeting
NDIRF offices, Bismarck
28-30: NDLOC Annual Conference		
Delta by Marriott, Fargo
Oct
8-11: NDACO Annual Conference		
Bismarck Events Center, Bismarck
Dec
07: NDIRF Board of Directors Meeting
NDIRF offices, Bismarck

Scott previously worked in multi-line adjusting for a
number of years at Noble Adjustment Co. of Fargo, ND.
He has continued his professional development through
his involvement with
insurance related
organizations. Scott is a past president of the Fargo-Moorhead
Claims Association.
Mr. Faehnrich and his wife Jenny have one daughter, Riley,
(18 mo). Scott enjoys spending time with his family and is an
outdoorsman and golfer.

Scott is looking forward to serving the NDIRF’s members and
can be reached by email at Scott.Faehnrich@NDIRF.com or by
phone at (701) 751-9109.

