
This definition for the Administrative Exemption pursuant to the Fair Labor Standards Act applies to non-
educational establishments.  If your organization is an educational institution then please see the Administrative 
Exemption for Educational Establishments flow chart.  Definitions for underlined terms are on reverse side. 
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Is the employee paid on a salary or fee basis 
of at least $455 per week? 

  Is the employee’s primary duty the perfor-
mance of office or non-manual work directly 
related to the management or general busi-
ness operations of the employer or the em-

ployer’s customer? 

 
Does the employee’s primary duty include 
the exercise of discretion and independent 
judgment with respect to matters of signifi-

cance? 
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Definitions 
Appear in the order of first appearance on reverse side 

Salary Basis—If the employee regularly receives each pay period on a weekly, or less frequent basis, a pre-
determined amount of pay which is not reduced because of variations in quality or quantity of work. 

Fee Basis—If the employee is paid an agreed sum for a single job regardless of the time required to com-
plete it.  A “fee” is paid for the kind of job that is unique rather than a series of jobs repeated an indefi-
nite number of times and for which identical payments are made.  To determine whether the fee pay-
ment meets the minimum amount of salary required, the amount paid to the employee will be tested 
by determining the time worked on the job and whether the fee payment is at a rate that would at least 
meet the minimum salary requirement for the week. 

Primary Duty— The principal, main, major or most important duty that the employee performs.  To be de-
termined must look at the entire job.  Factors to consider include the relative importance of the exempt 
duties as compared to other duties, the amount of time spent performing exempt duties, the employ-
ee’s relative freedom from direct supervision, and the relationship between the employee’s salary and 
the wages paid to other employees for the kind of nonexempt work performed by the employee. 

Directly Related to Management or General Business Operations— To meet this requirement an employee 
must perform work directly related to assisting with the running or servicing of the business, as distin-
guished from working on a manufacturing production line or selling a product in a retail or service es-
tablishment.  It includes work in functional areas such as tax; finance; accounting; budgeting; auditing; 
insurance; quality control; purchasing; procurement; advertising; marketing; research; safety and 
health; personnel management; human resources; employee benefits; labor relations; public relations; 
computer network, internet and database administration; legal and regulatory compliance; and similar 
activities. 

Discretion and Independent Judgment— In general, this involves the comparison and evaluation of possible 
courses of conduct, and acting or making a decision after the various possibilities have been consid-
ered. It implies the employee has authority to make an independent choice, free from immediate direc-
tion or supervision.  It must be more than the use of skill in applying well-established techniques, pro-
cedures or specific standards described in manuals.  Factors to be considered include: 

 Whether the employee has authority to formulate, affect, interpret or implement management 
policies or operating procedures 

 Whether the employee carries out major assignments in conducting operations of the business 
 Whether the employee performs work that affects business operations to a substantial degree 
 Whether the employee has authority to commit the employer in matters that have significant 

financial impact 
 Whether the employee has authority to waive or deviate from established policies and proce-

dures without prior approval 
 Whether the employee has authority to negotiate and bind the company on significant matters 
 Whether the employee provides consultation or expert advice to management 
 Whether the employee is involved in planning long– or short-term business objectives 
 Whether the employee investigates and resolves matters of significance on behalf of manage-

ment 
 Whether the employee represents the company in handling complaints, arbitrating disputes or 

resolving grievances 
 
Matters of Significance—Refers to the level of importance or consequence of the work performed. 
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