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F inance Committee considered C S  F O R  H O U S E  BILL NO. 182(FIN)(efd fid)

HB 182 W A G E  & H O U R  ACT: EX EC /PR O F/A D M IN /S A LES /D P

"An Act amending the Alaska Wage and Hour Act as it relates to the employment of a person acting in a supervisory 
capacity or in an administrative, executive, or professional capacity: relating to definitions under the Alaska Wage and 
Hour Act and providing definitions for persons employed in administrative, executive, and professional capacities, for 
persons working in the capacity of an outside salesman, for persons working in the capacity of a salesman employed on 
a straight commission basis, and for persons that perform computer-related occupations: directing retrospective 
application ol the provisions of this Act to work performed before the effective date of this Act for purposes of claims filed 
on or after the effective date of this Act, and disallowing retrospective application for purposes of claims for that work 
that are filed before the effective date of this Act."

and recommends:

[ ] be rep la ced  w ith ________  C S

[ ] adopt p r e v io u s _________  C S

[ ] attached arnendment(s)

[ ] adopt Letter of Intent by _____________________________  Comm ittee

[ ] further referral to ______________________________  Committee
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FISCAL NOTE

STATE OF ALASKA
2(105 LEGISLATIVE SESSION

Revision Date/Time (Note if correction) 
Title:

Fiscal Note Number. 
Bill Version:

REPORTED OUT

MAY 1 2005

1
rcu u  1

SENATE FINANCE 
COMMITEErrrmn -i---------------------  -*

(H) Publish Date: 3/17/05

Wage & Hour Act: Exec/Prof/Admin/Sales
Labor and Workforce Development 
Labor Standards and Safety _____

Department:
’ RDU:
Component: Wage and Hour

Sponsor:
Requester:

Representative Rokoborg
House L&C

Expenditures/Revenues

Component Number: 

(Thousands of Dollars)

345

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES |

CHANGE IN REVENUES ( ) i ! ,

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Tvpe-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: None
Mark this box (X) if funding for this bill is included in ttic Governor's FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Tomporaty

ANALYSIS: (Attach a separate pag e il necessary)

There is no anticipated financial impact to the department as a result of this legislation.

Prepared by 
Division

Approved by 
Agency

Grey Mitchell, Director Phono 4G5-4855
Labor Standards and Safety Date/lime 3/1/05 11:06 AM
Greg O'Claray, Commissioner Date 3/1/2005
Department of Labor and Workforco Development
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Representative Norman Rokeberg
e-mail: Representative Norman Rokeberg@logis.state.ak.us

INTERIM
716 WEST -ITU AVENUE SUITE r.OO 
ANCHORAGE. AK 1*0501 
PHONE (0071 269-0117 
FAX 1007)209 0110

SESSION
ALASKA STATE CAPI10L 
JUNEAU AK IMIR0M1II? 
PHONE 1907) .|6G-t%tl 
i ax <on71 ,ii n pn.m

S P O N S O R  S T A T E M E N T  FOR CSIIB  182 (FIN Hefd fld> 
By: R ep re sen ta t iv e  N o rm an  R o k e b e rg

Title: A n  act a m e n d in g  the  A la s k a  W age  an d  H o u r  Act as it re la te s  to the  e m p lo y m e n t  o f  a p e r s o n  ac t ing  in a 
su p e rv is o ry  capacity ; re la t in g  to d e f in i t io n s  u n d e r  th e  A la sk a  W age  a n d  H o u r  Act a n d  p r o v i d in g  d e f in i t io n s  for 
p e rso n s  e m p lo y e d  in a d m in is t ra t iv e ,  execu t ive  a n d  p ro fe ss io n a l  capac i t ies ,  fo r  p e r s o n s  w o r k in g  in the  capacity  
o f  an  o u t s id e  s a le s m a n ,  a n d  for p e r s o n s  w o rk in g  in the  capac i ty  o f  a s a le s m a n  e m p lo y e d  on a s t ra igh t 
c o m m is s io n  bas is ,  a n d  fo r  p e r s o n s  tha t p e r fo rm  c o m p u te r - re la te d  o c c u p a t io n s ;  d i r e c t in g  re trospec tive  
a p p l ic a t io n  o f  the  p ro v i s io n s  o f  th is  Act to w o rk  p e r fo rm e d  b e fo re  the  e ffec t iv e  d a te  o f  th is  j \ c t  for p u rp o se s  of 
c la im s fi led  on  o r  a f te r  the  e f fec tive  d a te  o f  th is  Act, a n d  d is a l lo w in g  re t ro sp e c t iv e  a p p l ic a t io n  for p u rp o se s  o f  
c la im s  for th a t  w o rk  tha t are  fi led  b e fo re  th e  effec tive  d a te  o f  th is  Act; a n d  p r o v i d in g  for an  e ffec tive  da le .

A laska 's  W age  a n d  H o u r  A d  (AS 23.10.050-23.10.150) es tablishes  the  p rov is ions  for o v e r t im e  com pensa t ion . AS 
2.3.10.055 sets  forth  e x e m p tio n s  to the W age  an d  I lo u r  Act. O n e  of these  e x e m p tio n s  is "an  in d iv id u a l  em p loyed  in 
a b o n a  fide executive, ad m in is t ra t iv e  o r  professional capacity  o r  in the capac i ty  of an  o u ts id e  sa lesm an  o r  a 
sa lesm an  w h o  is em p lo y e d  on  a s t ra ig h t  co m m iss io n  basis."

As cu rren t ly  defined  in o u r  a d m in is tra t iv e  code, the defin it ions of "execu tive  capac i ty ,"  " ad m in is t ra t iv e  capacity ,"  
am i "pro fess iona l capac i ty "  a re  c o n fu s in g  a n d  dit icult to in terpre t.  In o r d e r  to d e te rm in e  if so m eo n e  is an  
executive, a d m in is tra t iv e  o r  professional em p loyee ,  you  h ave  !o use w h a t  is k n o w n  as the  " lo n g  lest." In add i t ion  
to n u m e ro u s  o th e r  factors, the  long test inc ludes  a calculation o f  the  e m p lo y e e 's  t im e  sp e n t  on  "n on -exem pt w o rk "  
(i.e. w o rk  that is not executive , a d m in is tra t iv e  o r  professional) . If a n  e m p lo y e e  s p e n d s  m o re  than  20 percent (-10 
percen t in retail o r  se rv ice  e s tab lishm en ts)  of the ir  time on  non -ex em p t w ork ,  they  b ecom e subject to the W age  and  
I lou r A d  an d  can qua l ify  for ove rt im e .  T he  a m b ig u i ty  w ith in  l he def in it ions ,  in c lu d in g  the im p lem en ta t io n  of I he 
S()/?'> lesl, has lead to  n u m e ro u s  w a g e  a n d  h o u r  law suits , c aus ing  grea t  ex p en se  to e m p lo y e rs  a n d  em ployees .

in a d d i t io n  to the c o n fu s in g  s ta le  s ta tu tes  a n d  regula tions, o ften  e m p lo y e rs  m u s t  a lso  co m p ly  w ith  the lvdcr.il 
w age  a n d  h o u r  law s as  well. 1115 182 p ro v id e s  that w e  look to the  federal l air  L abor S ta n d a rd s  A d  for the 
de t in it ions  of these term s, w ith  the excep t ion  of the  sa lary  requ irem en t,  w h ich  shall he 2 t im es the m in im u m  w age  
(ch 7n SI.A 0-1). This will e l im ina te  the need  for m a n y  em p lo y e rs  to h ave  to co m p ly  w i th  the tw o  sys tem s (state and  
federal) w h e n  d ea l in g  w ith  these  exem ptions .  T he  simplicity  p ro v id e d  b y  re ferencing  the lodor.il defin it ions w ill 
Ic.iv! In g rea te r  co m pliance  w i th  the s ta tu tes .  It is in the best in teres ts  of bo th  the e m p lo y e r  a n d  em ployee  (hal Ihe 
s ta tu tes  a re  s t ra ig h tfo rw a rd ,  practical a n d  easy  to follow.

1115 182 a lso  clarit ies a n o th e r  area  ol con fu s ion  in Ihe W age a n d  I lo u r  p rov is ions . T he  defin it ion  ol "superv isors  
capac i tv "  in Ihe reg u la t io n s  is a lso  a m b ig u o u s ,  d illicu lt to in te rp re t a n d  the re fo re  rarclv  used . III! 182 rem oves  this 
ex em ption  from  Ihe s ta tu te .

Lastly, III! 182 p ro v id es  lliat the  p rov is ions  fou n d  in this lull will he a p p l ied  to any  li tigation tha t is tiled on  o r  a lter 
the effective d a le  of this hill. This requ irem en t d o es  not app ly , how ever ,  to a n y  cla im s o r  p ro ce ed in g s  tiled before 
the effective dale .

Enacting this hill will e l im ina te  am b igu i t ie s ,  align  Alaska m ore  closely w ith  o il ier s la les  and  red u c e  Ihe n u m b e r  ol 
fr ivolous law suits ,  w h ile  p ro tec ting  w o rk e rs  r igh ts  to receive overl im e .

I u rge  y o u r  s u p p o r t  of this legislation.

mailto:Rokeberg@logis.state.ak.us
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SEC T IO N A L ANALYSIS FOR CSIIli 182(FIN)(efd lid)
By: R ep re sen ta t iv e  N o rm an  R o k e b erg

Title: An act a m e n d in g  the A laska  W age an d  H o u r  Act as it re la te s  to the e m p lo y m e n t  
o f a pe rso n  ac ting  in a su p e rv iso ry  capacity; re la tin g  to d e f in i t io n s  u n d e r  the A laska 
W age a n d  H o u r  Act an d  p ro v id in g  d e f in i t io n s  fo r  p e rso n s  em p lo y e d  in 
ad m in is tra t iv e ,  execu tive  an d  p ro fess io na l capacities , for p e rso n s  w o rk in g  in the 
capacity  of an  o u ts id e  sa lesm an , an d  for p e rso n s  w o rk in g  in  the capacity  of a 
sa le sm an  e m p lo y e d  on  a s t ra ig h t  co m m iss io n  basis , an d  for p e rso n s  that perform  
co m p u te r-re la ted  o ccup a tio ns ;  d irec t in g  re tro spec t ive  ap p l ic a t io n  o f  the p ro v is io n s  of 
th is Act to w o rk  p e rfo rm e d  befo re  the  effective da te  o f  th is  Act for p u rp o se s  of 
cla im s filed  on  or a f te r  the effective d a te  o f  th is  Act, a n d  d i s a l lo w in g  re trospective  
app lica tio n  fo r p u rp o se s  o f  c la im s fo r that w o rk  that are  f iled  b e fo re  the  effective 
da te  of th is  Act; an d  p ro v id in g  for an  effective da le .

Section 1: A d d s  "c o m p u te r  system s analyst, co m p u te r  p ro g ram m er ,  softw are
en g in eer o r o ther  sim ilarly  skilled w ork ers"  to the list o f  exem ptions from 
the W age & 1 lour Act.

Section 2: AS 23.10.055(b)
R equires ind iv idu a ls  em plo yed  as executive, ad m in is tra tiv e  and  
professionals  be co m p ensa ted  on a sa la ry  of not less than tw o limes the 
m in im u m  w age  for the first *10 ho u rs  ol em p lo ym en t.

AS 23.10.055(c)(1)
P rov ides  that "bona fide executive, ad m in is tra t iv e  o r  professional
capacity"  be defined in accordance w ith the Fair Labor S tan d a rd s  Act.

AS 23.10.055(c)(2)
P rov ides  that "c o m p u te r  system s analyst, c o m p u te r  p rog ram m er,
so ftw are  eng ineer  o r  o ther  s im ilarly  ski I led w o rk e r"  be defined in 
accordance w ith  the Fair I ab o r  S ta n d a rd s  Act.

AS 23.10.055(c)(3)
P rov ides a defin ition  for "ou ts ide  sa lesm an."

AS 23.10.055(c)(4)
P rov ides  a definition for "sa lesm an w h o  is e m p lo y ed  on  a straight 
com m iss ion  basis."



S ection  3:

Section 4:

Section  5:

Section 6:

R em oves the p rovision  that a person  acting in a " su p erv iso ry  capacity" is 
ex em p t from  overtim e.

Deletes the m in im u m  salary requ irem en t w h en  defin ing  these term s in 
regula tion . This sa la ry  requ irem ent has  been m oved  to AS 23.10.055(b) 
(see Section 2).

Inserts  the U nited  S tales code reference to the Fair Labor S tan d ard s  Act of 
193S.

P rov ides  that the provisions found in this bill will be app lied  to any  
litigation that is filed on  o r after the effective da te  of this bill. This 
req u irem en t do es  not app ly , how ever, to an y  claims o r  proceed ings filed 
before the effective date.
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SKCTIONAL ANALYSIS FOR CSIIK 182(FIN)(el‘d lid) 
w ith  ch an g es  from  the o r ig in a l  ve rs io n  
By: R ep re sen ta t iv e  N o rm an  R o k e b e rg

Title: An act a m e n d in g  the A laska  W age a n d  H o u r  Act as it re la tes  to the em p lo y m e n t  
o f  a pe rso n  ac ting  in a su p e rv iso ry  capacity ; re la t in g  to d e f in i t io n s  u n d e r  the A laska 
W age an d  H o u r  Act an d  p ro v id in g  d e f in i t io n s  fo r p e rso n s  em p lo y ed  in 
ad m in is tra t iv e ,  execu tive an d  p ro fess io na l capacities , fo r p e rso n s  w o rk in g  in the 
capacity  o f an  o u ts id e  sa lesm an , and  for p e rso n s  w o rk in g  in the capacity  of a 
sa le sm an  em p lo y e d  on a s t ra ig h t  co m m iss io n  basis , a n d  for p e rso n s  tha t perform  
co m p u te r-re la ted  occup a tio ns ;  d irec ting  re tro spec t ive  a p p l ic a t io n  of the  p ro v is io n s  of 
this Act to w o rk  p e rfo rm ed  befo re  the effective d a te  o f  th is  Act for p u rp o se s  of 
c la im s filed  on o r  a f te r  the effec tive  d a te  o f  th is  Act, a n d  d is a l lo w in g  re trospective  
ap p lic a t io n  for p u rp o se s  o f  c la im s for tha t w o rk  th a t  are  filed b e fo re  the effective 
d a te  o f  th is Act; an d  p ro v id in g  for an  effective  date.

C H A N G E S  F R O M  T H E  " G "  V ER SIO N  ARE N O T E D  IN BOLD

S ection  1: A d d s  "c o m p u te r  system s analyst,  c o m p u te r  p ro g ram m er ,  so ftw are
engineer o r  o ther  similarly skilled w ork e rs"  in the list ol exem ptions from 
the W age & I lou r Act.

T h is  section  is n e w . " C o m p u te r  re la ted  o c cu p a t io n s"  a re  cu rren tly  
fo u n d  w ith in  the d e f in i t io n  o f "p ro fe ss io n a l  capac i ty"  in  o u r  
reg u la tion s . W e have n o w  b ro k e n  them  ou t as a s e p a ra te  exem p tio n .

Section 2: AS 21.10.055(b)
Requires ind iv iduals  em plo yed  as executive , ad m in is tra tiv e  an d  
professionals be co m p ensa ted  on a sa lary  ol not less than Iw- n n ifs  ilt(.» 
m in im u m  w age  for the first -It) h o u rs  o f  em p lo y m en t .

T h is  p rov is io n  w as  in the o r ig in a l  ve rs ion , b u t  m o v e d  w ith in  the 
s ta tu te s .

AS 2 3 .10.1155(e)(1)
Prov ides  that "bona fide executive, a d m in i s t r a to r  or professional 
capacity" be defined in accordance w ith  the  Fair L ib o r  S tan d a rd s  Act.



Section 3:

Section 1:

T h e  d e f in i t io n s  fo r these  te rm s in the o r ig ina l version  m irro red  the 
federa l d e f in i t io n s ,  bu t w ere  sp e lled  ou t w i th in  the s ta tu te .  Because 
there  w e re  q u es t io n s  as to the term s u sed  w ith in  the d e f in i t io n s ,  we 
h a v e  reverted  to the federa l d e f in i t io n s  fo r  the ab ov e  term s, as 
p ro v is io n s  have  been  m ad e  for each w o rd  used  w ith in  the federa l 
d e f in i t io n s .

AS 23.10.055(c)(2)
P rov ides  that "co m p u te r  system s analyst, co m p u te r  p ro g ram m er,  
so ftw are  eng ineer o r  o ther  s im ilarly  skilled w orker"  be defined  in 
accordance w ith  the Fair Labor S tand ard s  Act.

T h is  section  p ro v id es  the d e f in i t io n  fo r  th is  ex em p tio n  fo u n d  in Section 
1 of the  bill. C urren tly ,  A lask a 's  reg u la t io n s  d e fe r  to the Fair Labor 
S ta n d a rd s  Act w h e n  d e f in in g  co m p u te r  re la ted  occupa tions . S AAC 
15.910(a)(ll)(iv).

AS 23.10.055(c)(3)
P rov ides  a definition for "o u ts ide  sa lesm an ."

T h is  d e f in i t io n  w as  re f ined  from  the  o r ig ina l ve rs ion , an d  w as  m oved  
w ith in  the sta tu tes .

AS 23 .10.055(c)(4)
P rov ides a defin ition  for "sa lesm an w ho  is em p lo y ed  on  a stra ight 
com m iss ion  basis."

T h is  d e f in i t io n  w as re f ined  from the o rig inal version , a n d  w as  m oved  
w ith in  the s ta tu tes .

Rem oves the provision  that a person  acting in a "su p erv iso ry  capacity"  is 
exem pt from ov ertime.

T h is  p ro v is io n  has not changed  from the o r ig ina l ve rs ion , bu t it m oved  
to a d if fe re n t  section  w ith in  the bill.

Deletes the m in im um  salnrv requ irem ent w h en  de fin ing  these term s in 
regula tion . This salary requ irem ent has been m oved  to AS 23.10.055(1)1 
(see Section 2).

T h is  p rov is io n  has  not ch ang ed  from  the  o r ig in a l  vers ion , b u t  it m oved  
to a d if fe re n t  section  w ith in  the bill.

Section 5: Inserts the U nited  Stales code reference to the Fair 1 abor S ta n d a rd s  Ac! ol
1938.



Section 6:

T h is  section  is new . W here  an y  re ference  to a federa l law  is found  
w i th in  o u r  s ta tu tes , o u r  d ra f te rs  w o u ld  l ik e  the correct U nited  S tates 
C o d e  re fe ren ces  in serted .

P rov ides  that the prov is ions found in this hill will be app lied  to any 
litigation that is fi'*d on  o r  after the effective d a te  of this bill. This 
req u irem en t  does  not app ly , how ever, to any  claim s o r  p roceed ings filed 
before the effective date.

T h is  section  is new .
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D epar tm en t  O f  L a b o r  and W orkforce  D ev e lo p m en t

OFFICE OF THE COMMISSIONER

FRANK H. MURKOWSKI, GOVERNOR

P. 0. BOX 21149 
Juneau, A K  99802-1149 
Phone: (907)465-2700 
Fax: (907)465-2784

April 14, 2005

The Honorable Norman Rokeberg 
Alaska State Legislature 
Capitol Building. Room 214  
Juneau, Alaska 99801

Dear Representative Rokeberg:
A  "1 A  T O  /  aS

The Alaska D epaii.nent of Labor and Workforce Development is in 
support of CSHB 182(FIN).

This bill will help to streamline the cumbersome process of determining 
whether an employee is exempt from Alaska's overtime pay requirements, while 
minimizing the potential for employee abuse by expanding the minimum salaiy  
provision. The minimum annual salaiy of $29 ,744 will help to ensure that line 
workers are not artificially categorized in overtime exempt positions. I applaud 
your efforts to carefully balance industry needs for clearer overtime pay 
guidelines with the needs of Alaska’s workforce.

We do not expect the proposed changes to have a significant im oact on 
the department’s  operations. Less than five percent of wage claim s nLd with 
the department in FT 2004 involved issues associated with the overtime pay 
exemptions affected by this proposed legislation. Although the changes may 
initially produce more questions, the new standards are expected to be easier  
to explain.

If y o u  n e e d  a n y  a d d i t i o n a l  a s s i s t a n c e  w i th  t h i s  bill, p l e a s e  let m e  k n o w .
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C u r re n t  Definitions vs. New Definitions 
By: Representative N o rm an  Rokeberg

Employees exempt from 
Wage and  H o u r Act

C urren t Definition House Bill 182

Administrative • Primary duties are 
management, supervising

• Uses discretion and 
independent judgment

• Performs work under only 
general supervision

• Regularly and directly assists 
a proprietor or an exempt 
executive employee of the 
employer

• Performs work along 
specialized or technical lines 
requiring special training

• Salary at least 2.0 times 
minimum wage in first forty 
hours a week

• 80/20 ru'e

• Primary duty is 
performance of office or 
nonmanual work directly 
related to management or 
general business operations

• Uses discretion and 
independent judgment

• Salary is at least 2.0 times 
the minimum wage in first 
forty hours a week

Executive • Primary duty is management 
of the business

• Directs two or more 
employees

• May hire and fire
• Customarily and regularly 

exc rc i scs di sc re I i on a ry 
authority

• Salary at least 2.0 times the 
minimum wage in first forty 
hours a week

• 80/20 rule

• Primary duty is 
management of the business

• Directs two or more 
employees

• May hire and fire
• Salary at least 2.0 times the 

minimum wage in first forty 
hours a week

Professional • Primary duty requires an 
advanced degree

• Or, is creative in nature, 
teacher or computer-related

• Uses discretion and 
independent judgment

• Work is predominately 
intellectual and varied in 
character

• Salary at least 2.0 times the 
minimum wage in first forty 
hours a week

• Primary duty requires 
knowledge from prolonged 
course of specialized 
intellectual instruction

• Or invention, imagination, 
originality or talent in 
artistic or creative endeavor

• Salary at least 2.0 times the 
minimum wage in first forty 
hours a week



State by State Overtime Comparision
Completed Spring, 2004 

By: John M. Sedor

Single Definitional S ta n d a rd  -  32 Jurisdictions
(These jurisdictions either do not have applicable wage/hour regulations or directly reference the overtime 
exemption definitions found in the Fair Labor Standards Act to define their own exemption from overtime 
requirements. In these jurisdictions, employers will only need to comply with one definitional standard -  
the federal standard -  regarding overtime exemption issues.)

Alabama Arizona Delaware District o f  Columbia
Florida Georgia Idaho Indiana
Iowa Kansas Louisiana Maine
Massachusetts Michigan Mississippi Missouri
Nebraska Nevada New Hampshire New Mexico
New York North Carolina Ohio Oklahoma
South Carolina South Dakota Tennessee Texas
Utah Vermont Virginia Wyoming

“ O ld ” S hor t  Test  -  8 Jur isdictions
(The "old" short test is similar to the new federal regulations with regard to the “ time performing exempt 
functions" factor)

Connecticut Illinois Kentucky Maryland
Montana North Dakota1 Rhode Island1 West Virginia
1 Definitional language contains minor variations from old IH eral test.

Unique S tand a rd s  -  4 Jurs id ict ions
(Four states have a unique standard for determining overtime exemption definitions)

California Colorado Hawaii Oregon

“ O ld” Long Test -  7 Jur isdictions

Alaska
Washington

Arkansas
Wisconsin1

Minnesota New Jersey Pennsylvania

D e fin itio n a l la n g u a g e  c o n ta in s  m in o r  v a r ia tio n s  fro m  o ld  fe d e ra l test

A 3 5 l5  03 ( 'l i r i iv a t im i t i )m p a n M )n  doc
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Employers  B ew are :
NEW WAGE AND HOUR REQUIREMENTS MAY SIGNIFICANTLY IMPACT ALASKA EMPLOYERS

Article by Bill Evans, partner, 
Dorsey and Whitney LLP, 
vice-chair, Anchorage Chamber 
o f  Commerce

Both the federal and 
state wage and hour laws 
recently underwent significant 
revisions. It is very important 

that Alaska employers understand these new 
requirements and ensure that their exempt employees 
are still in compliance with the new regulations and 
statutes. Evan inadvertent departure from the new 
requirements can result in substantial liability.

Major Federal Revisions. On April 2? 2004, 
the United States Department of Labor published its 
long-anticipated revisions concerning the so-called 
white-collar exemptions (i.e., executive, administrative, 
professional, computer professional and outside sales­
person). A key change to the federal system is that all 
employees who now earn less than S455 per week-or 
$23,660 per year-must receive overtime. Previously, 
employees had to earn only $ 155 per week in order to 
qualify as exempt. The U.S. government estimates that 
more than 1.3 million workers nationwide will benefit 
from this mandated salary increase. A much fewer 
number of employees, estimated to be approximately 
107,000 nationwide, may lose their current entitle­
ment to overtime due to other changes.
By wholly eliminating the antiquated "long test" 

for determining exemptions, the Department of Labor 
did away with the last vestiges of the beleaguered 
80/20 requirement that mandated that exempt employ­
ees could spend no more than 20 percent of their time 
engaged in nonexempt duties. The difficulty in objec­
tively documenting compliance with this requirement 
made it a particularly vexing issue for many employers.
The Department of Labor also significantly revised 

the test used for determining whether an employee 
qualifies for an exemption based on his or her job 
duties. For example, administrative employees, who 
have always been required to exercise discretion and 
independent judgment in performing their duties, 
must now exercise such discretion and independent 
judgment with respect to “matters of significance." 
See 29 C.F.R. 5 541.200.
Another notable change involves the definition of 

an “executive" employee. In addition to managing a

department or customarily recognized subdivision of 
the employer and regularly directing the work of at 
least two other employees, the new definition of an 
"executive" employee requires:

"The employee must have authority to hire 
or fire other employees or his/her suggestions 
and recommendations as to the hiring, firi g, 
advancement, promotion or any other change 
of status of other employees are given 
particular weight."

29 C.F.R. § 541.100.
Alaska Fails to Adopt Similar Changes. Choosing 

not to follow the lead of the federal government, the 
Alaska Legislature maintained its historic definitions 
for the white-collar exemptions. Accordingly, Alaska 
employers now must ensure that their exemptions 
comply with two significantly different systems. For 
instance, the problematic 80/20 requirement is still 
very much alive under Alaska law. It is. therefore, 
increasingly possible that many employees may be 
exempt under one system but 
not under the other.

Alaska Establishes Minimum Salary for Exempt 
Employees. Although the Alaska Legislature did not 
adopt any changes to the existing definitions for 
exempt employees, it did sut:t:>ntially increase the 
minimum salary that an exempt employee must earn. 
Moreover, it tied this minimum salary to the state's 
minimum wage, thereby guaranteeing that future 
increases in the minimum wage will also increase the 
minimum salary for exempt employees.
House Bill 255, which was submitted for Gov. 

Murkowski's signature on June 10, 2004, requires that 
any employee falling under the “administrative," 
"executive” or "professional" exempt.ons must earn 
a minimum salary of at least two times the state 
minimum wage for the first -10 hours r f employment 
each week.
The current Alaska minimum wage is $7,25 per 

hour. Accordingly, this new lav/ will require that any 
exempt employee be paid a salary of $580 per 
week-or $30,160 per year. There is no evidence of any 
study being conducted to determine how many 
employees or employers in Alaska this now require­
ment will affect. This law will automatically go into 
effect 90 days after it is signed by the governor.
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Anchorage Daily News

Labor costs kill d o w n to w n  La M ex
RESTAURANT: Owner took over chain from parents in 1990; other two stay open.

By SARANA SCHELL 
Anchorage Daily News

(Published: February  9, 2005)

Anchorage's downtown La Mex restaurant, home o f G rande Ronde and the Ja lapeno  Eating Con test 
during Fur Rendezvous, not to m ention a m ajor annual C inco de Mayo party, is c losed.

Owner Trina Johnson said she c losed  the location last week, a fte r 30 years in business, because o f 
rising labor costs.

La Mex's two other locations in Anchorage, in Spenard and on King S treet in South Anchorage, 
remain open. They absorbed som e o f the downtown restaurant's 35 to 40 em ployees. Johnson  laid 
o ff 26. She a lready iiad  cut 12 positions after Christm as, she said.

"I feel bad," Johnson sa id , "but you have to start cutting your h ighest cost item s."

Labor costs at La Mex went up $200,000 in 2003, the year the state increased its m in im um  wage 
from $5.65 to $7.15 an hour, Johnson said.

The cost o f w orkers' com pensation  insurance is tied to a com pany's payro ll, she said , and that went 
from $22,000 to $80,000 per /ea r over the past two years.

A h igher a lcohol tax, a lowered lega l breath-a lcohol content lim it and a sm oking  ban d idn 't help, 
Johnson said.

"People are drink ing less," she sa id , and "your profit's in your a lcoho l."

La Mex raised prices by 5 percent two weeks ago, Johnson sa id , to o ffse t ris ing food costs. She said 
she was re luctant to change m enu prices.

"People are only going to pay so m uch fo ra  taco," Johnson said.

To cut costs, the restaurants qu it serv ing  sizz le-m aking lem ons with the ir fa jitas, sav ing  $500 a 
month, Johnson said, arid sta rted outsourc ing k itchen prep work.

Tourist seasons were busy, Johnson  said, but not enough to keep the h rg e s t o f the three loca tions 
open.

"That's bad," said Je ram ie  Ford when he heard the restaurant on S ixth  Avenue and I S tree t was 
closed. Ford, 28, said he started eating  there as a 5-year-old, when he used to have to w ait for a 
table. That hasn't been the case fo r years, ho sa id , but Ford kept com ing for tno ch icken  fajitas.

"It’s kind o f sad to see it go," he said.

Imp 7/www a<ln.com/front/v-printer/story/6137o74p-6019567c lumi 2/9/2005



Johnson sa id  her parents started La Mex in 1969 in a Mountain V iew  log cab in  that seated 12.
There, she sa id , her m other m ade guacam ole from scratch at custom ers' tab les.

Johnson took over the business in 1990 and opened the South Anchorage location in 1999.

That location w ill take  on the Am erican fare that on ly the downtown restau ran t carried , such as 
prime rib.

The Grande Ronde w ill be held at La Mex in Spenard this year, Johnson sa id , w hile  the King S treet 
restaurant w ill host Fur Rondy even ts and the C inco de Mayo party.

Daily News reporter Sarana Sche ll can be reached at s sch e ll@ adn .com .
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COASTAL HELICOPTERS, INC.
LOCATED ON THE JUNEAU AIRPORT 

8995 YANDUKIN DRIVE JUNEAU AK 99801 
(907) 789-5600 EAX (907) 789-7076

e-mail: coastal@gcl.ncl

March 16,2005

Representative Norm Rokeberg 
House Labor & Commerce Committee 
465-2040

Dear Representative Rokeberg

RcHB 182

Thank you for sponsoring this important legislation. This is a request for your committee 
to approve HB 1S2. This bill recognizes the cumbersome, if not impossible, task of 
tracking an employee’s time hour by hour. As you know, the Federal FSLA has relieved 
employers ot that burden and most states have done so also.

It is unrealistic to require additional paperwork hour by hour for tracking professional or 
supervisory employees. As I am sure you are aware, a supervisor or professional may 
start a task but demands of the job may require a change in task before completion. To 
have an employee at that level be required to write down each task beginning to end to see 
if it meets the “80/20" rule would create an additional burden on jobs that arc often by 
their nature “burdensome.”

The reason for the higher compensation for employee:; at the professional, administrative 
or supervisory level is the understanding that they have a job that needs to be 
accomplished and have the ability to decide the means for accomplishing that job.

Pease approve this important legislation.

Sincerely,.
COASTAL IIELICOPTERS.JNC.

Dorothy/S .̂ Wilson, Vice President

mailto:coastal@gcl.ncl
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March 16, 2005

Rep Norm Rokcberg 
State Capita] Building 
Juneau, AK 99801 
Sent via fax: (907) 465-2040

Dear Representative Rokeberg,

On behalf of the Alaska Hotel & Lodging Association and the Alaska Restaurant & Beverage 
Association I convey full support of HB 182. This is an important bill for our industry and for 
every employee of exempt workers because it provides for exempt status language that 
employers are easily able to understand and comply with. Currently, exempt status language 
requires that employers track and log how exempt workers spend tbeir time by the hour to ensure 
pppropratc compliance with the 80/20 or 60/40 provisions.

The i fbition of exempt status eligibility being based on primary job duty rather than the 
amount of time a worker spends on exempt vs. non exempt work mirrors the real life work roles 
of executive and professional salaried workers. The Federal definition of exempt worker was 
recently changed for the very same reason; it is burdensome to comply with and makes 
employers vulnerable to costly lawsuits.

A focus on primary job duticr provides a clear definition of who is eligible to be exempt and who 
is not. Without this clear definition, many employers chose to make all employees hourly wage 
earners, denying the executive and professional management staff access to benefits that could 
otherwise be offered to them.

The provisions of HB 182 benefit both the employer and the employee. Thank you for your 
sponsorship of this bill.

My best regards,

President & CEO

330 6. Av«nii€. Sulto 501 • Anchorman. 99501 - (507) 272-1229 • fax: (907) 271.1789 • www.4al\*.ors
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Karen R. Rogina

United in a common Coo l to make Alaska th r most hospitable place on Cards




