Preparing for FLSA Changes

HCM User Meeting - State Personnel Office
November 2, 2016



%:% What we will cover

e History of the FLSA

e Key provisions of the Final Rule effective
December 1, 2016

 Compliance options
* Required changes in SHARE

FLSA Training will be held November 9, 2016 from 9:00-11:00 a.m. at SPO



= FLSA History

* Enacted in 1938 to establish
— Minimum wage
— Overtime provisions
— Recordkeeping requirements
— Child labor provisions

e Various amendments
— Portal to Portal Actin 1947
— Equal Pay Act in 1963

— Many other time increase to pay levels, modify
duties tests and revised interpretations

e Lastrevised in August 2004



2 FLSA

Covered Non-Covered

FLSA Non-exempt FLSA Exempt

* Recordkeeping Requirements * Recordkeeping Requirements
* Premium Overtime
1.7.4.14 NMAC - Regulates Overtime Provisions in the Classified Service




+ FLSA Exemptions

Minimum Salary
S47,476

An exempt
employee must

Paid on a salary basis

without improper
deductions

meet three
requirements

Perform exempt

duties




+ White Collar Exemptions

” Executive Exemption

« Administrative Exemption

w Professional Exemption

a Computer Exemption




sﬂ% Executive Exemption

or managing a customarily recognized
department or subdivision of the enterprise

* Customarily and regularly direct the work of at
least two or more other full-time employees or
their equivalent

 Must have the authority to hire or fire other
employees or make recommendations carrying
particular weight



%:% Administrative Exemption

* Primary duty must be the performance of
office or non-manual work directly relating to
the management or general business
operations of the employer or the employers
customers

* Exercise discretion and independent
judgement to “matters of significance”



%:% Professional Exemption

* |Learned Profession

— Primary duty must be in the performance of work
requiring advanced knowledge
* Intellectual in character

* Requires consistent exercise of discretion and independent
judgement

— Field of science or learning

— Knowledge must be customarily acquired by a prolonged
course of specialized intellectual instruction

* Creative Profession

— Primary duty must be the performance of work requiring
invention, imagination, originality or talent in a recognized
field of artistic or creative endeavor



%:% Computer Exemption

software engineer or other similarly skilled worker in the computer field
performing the duties described below:

— The application of systems analysis techniques and procedures, including
consulting with users, to determine hardware, software or system functional
specifications;

— The design, development, documentation, analysis, creation, testing or
modification of computer systems or programs, including prototypes, based on
and related to user or system design specifications;

— The design, documentation, testing, creation or modification of computer
programs related to machine operating systems; or

— A combination of the aforementioned duties, the performance of which requires
the same level of skills.

Compensated on a salary basis or at least $27.63 per hour



Labor (“DOL”) to update the regulations defining
which white collar workers are protected by the
FLSA's minimum wage and overtime provisions

DOL published a Notice of Proposed Rulemaking
in the Federal Register on July 6, 2015

DOL received 270,000 comments from a variety
of interested parties



%:% Key Provisions of the
Final Rule

The Final Rule focuses primarily on updating the salary and
compensation levels needed for Executive, Administrative and
Professional workers to be exempt. Specifically, the Final Rule:

— Sets the standard salary level at the 40th percentile of earnings of full-time
salaried workers in the lowest-wage Census Region, currently the South
(5913 per week; $47,476 annually for a full-year worker);

— Sets the total annual compensation requirement for highly compensated
employees (HCE) subject to a minimal duties test to the annual equivalent of
the 90th percentile of full-time salaried workers nationally (5134,004); and

— Establishes a mechanism for automatically updating the salary and
compensation levels every three years to maintain the levels at the above
percentiles and to ensure that they continue to provide useful and effective
tests for exemption.



DOL Projected Impact
of Regulations

4.2 million workers will
become eligible for
overtime effective
December 1, 2016

20,000 New Mexico
workers

1,579 State employees
1,132 Classified employees
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their salaries are raised.
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%:% What is Not Included in
Salary?

* Does not include
— Discretionary bonuses/payments
— Board, lodging or other facilities
— Payments for medical, disability or life insurance
— Contributions to retirement plans
— Other fringe benefits



%:% Compliance Options

ldentify employees who are currently FLSA
Exempt and will become FLSA non-exempt.

* Pay overtime

 Manage (reduce or eliminate) overtime
* Raise pay rates if applicable

e Evaluate and Re-align workload



éﬂ% Steps to Compliance

Examine every FLSA Exempt position currently
earning less than S47,476 to determine
proper FLSA classification

Train HR/Payroll and Manager/Supervisor staff
Revise agency policies
Document FLSA determination

nform the employees in writing

Treat employee as non-exempt or exempt as
appropriate



+ Other Considerations

The duties test

Benefit changes

Risk of non-
compliance

Additional hours
worked

Pay compression

Increased use of
non-exempt
Managers and
Supervisors

Flexible schedules

Impact to
employee morale

Documentation

Timekeeping
changes

Management
training

Communication




Additional Training

If you want additional training, please email
Armida.Zamora@state.nm.us to reserve a

spot on November 9, 2016 (9:00 a.m. —11:00

a.m.) at SPO

LS. Department of Labar
Wage and Hour Dyvision

Fact Sheet: Final Rule to Update the Regulations Diefining and Delimiting the

Exemption for Executive, Administrative, and Professional Employees
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Fact Sheet #17A: Exemption for Executive, Administrative, Professional, Computer &
Outside Sales Employees Under the Fair Laber Standards Act (FLSA)

This fact shest provides zeneral information on the exemption fom minimum wazs and auertime gay provided
by Sechon 1311, of to Fair Labor Standards Act  Gefned by Ragulations, 35 CFF: art

The FLSA requires thar most employees ia the Unired States be paid ar least the federal minimum wage for all
‘hours worked and guertime pay at time and one-half the regular rate of pay for all hous warked over 40 howrs
in a workweek.

Bawere, Secion 1321 fthe FLA provids anesampion fum otk i waee and e v for
mployess emgloyed ‘executive, adminisirative, professional and ourside sales employess_ Section
1,@](1) 2nd Sacion li(nj(l‘] also exemyt certain computer employees. To qualify for exemption., exyl
St e et egdin el job s and e i o slry o oo s than 453
peraez'k To tiles do Lot determine exempe stanus. In onder for a1 exempricn fo apply. an mployee's specific
job diuties and salary must meet Wt v requirements urmn.pm s regulations

e other facesheets i this Seres for mare informarion o the esemptions for execunve, Mminismatve,
L compuzer and gutside sales employess, and for more irformation on the saiary basis requirement

Executive Exemption
To qualiy for the executive employee exemprion. all of the following tests must be met:

»  The employes must be compensated ona salary basis (a5 defined in the regulatians) at a rate ot less

than 5455 per wesk:
* The employes’s priary duty st b snagin the ntespie, o amaging  custoaarly rcognized
departmeent or subdivision af the emerprise;

Themptnjmmmlnﬂﬂmm]jmdmnﬂn{]fﬂnp([th!nnﬂnfn'l!n;tmnmmmuﬂlen]l—um
enployees or ther equivalent,

. rhempw;eemmmmmmqmmmrﬁmmmmm arthe employee's suggestions
and reconmendations as to the hiring, firing. advancement. promotion or any ather chanzz of stafus of
other erployees must be given particular weight

Administrative Exemptions
To qualify for the administrative employes exsmption., all of the following tests must be met

« The employes must be compensated ona salary or fee basis (a5 defined in the regulations) at a rate Bt
less than $455 per wesk:
+ Theemplopes's pmmymvm‘nemeperrmmearaﬁ[mmmmmammm;mdw
o penenal b of or the employer's customers; and
. Theemvajee pmmummdummemsnmsmmmmmmd;mmmm,pm
1o martars of significance.

FS17A




= SHARE Issues

_

* System updates in
SHARE MUST be

com p | ete d by Incorrect Workgroup, incorrect FLSA Status 948

5

November 18 e
66
Grand Total 1,920
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