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Some Special Problems

18, The Maintepance of a2 Constance Wage from
PaJ Period to FPay Period Under the
TFair Lebor sStandards Act

Two principal ways have been nroposed by employsrs by which they
might coantinue to pay their employees a constant wage or salary from pay
period to pay period even though overtime is worked in some week or wecks.
The first has been termd the "time off" plan and the second the "prepay-
ment" plan.,

Before explaining the oneration of the "time off"™ and "prepayment"
plan certain basic requirements of the fet will be outlined which are
material in determining the legality of any proposed plan, It must be
remembered that the Fair Labor Standards idct takes a single workwesk as
its standard and permits no averaging of hours over two or mors weeks,

For the purposcs of the iict each wook stands alone. Time and a half over-
timec compensation must e peid the omployec for all hours which he works
in excess of 42 hours in a single workwcek (40 hours after October 24,
1940). Thc pay period need not, howover, coineido with the workwoeek,
Thus, therc is no objection if the pay pericd is bi-weckly, semi-monthly
or monthly, But thc amount of compinsation due the cmploycc at each poy
period must be computed on the busis of a singlec worlweck. It must also
be romembered that ovortime compomsution duc an cwployee must be paid in
cash and normally et the time of the reguler pay neriod, that is, when
the employec customarily rcceives his straight time componsation. It may
not be accumulated to be paid et any time subscquent thercto.

The "Time Off" Plan

To comply with the Aot and to continue to pay a fixed wage or
salary ocach pay period even thouzh the wmployce works overtime in some
week or weeks within the pay nericd, the ~mployer luys off the tmployce a
sufficient number of hours during somec cther wezk or weoks of thoe pay
period te cffset the amount of overtime worled so that the desircd wage or
salary for the pay peoriod covers tho total amount of compensation, includ-
ing ovcrtime componsation, duc the cmployce undor the .iet for cach workwock
taken scparately, The ompleoyor doss not pay for overtime work in time off,
nor dees hc avorage hcours over a period longsr then a weck, Control of
earnings by control of the number of hours an omployvec is p crnitted to work,
not payment for overtime in "timc off," is the ossontial principle of the
"time off" plan,

Let us trace the opcration of the "time off" plan in specific cases.

Case I: Hourly Ratc Employcos

Let us assumc thﬂﬁ—?ﬁx, chploy~~ earrs 50 cents an ho

bi-weekly. The employoer wishcs him to carn 242 for cach »ay period and
thercfore controls his hours in the following nanners

e lst pay pericd 2nd pay pcricd drd pay period
1st weck 2né waek 3rd week 4th week Bth week 6th weck
46 36 39 44 39 46
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For the first workweck the employec is entitlied to $24 (Zr? x 504/
£ /Z x 7527) So that the payrent of 342 ot the nay period will satisfy =~
the requiroments of the Act the cmployer permits the employes to work only
36 hours during the second weck of the pay period. The employec thus be-
comes entluled to only %18 (36 x 507) during -tho sccond week and the pay-
ment of $42 (%24 #$18) et the pay pericd satisfies the roguiremonts. of
the det, It will be noted that in the second pay period fewer Hours are
worked during the'first weck cnd covertirme is worked during the second week.
The employer works the \mgloyee fewer hours during the first weeck Because
ho anticipates that the employee will work covertime during the sscond weck,
The cmployee is thus cntitled to only %19.50 for the third week (39 hours x
50¢) and to $22,50 for tha fourth wock (/”2 x u0¢7 /CZ? x 7§é7) ond the pay-
ment of %42 ($19.50 ¥ $22.50) at the pay poriod satisfies the requircment
of the Act. Where Jvcrtime is expected to be worked during the later weck
or wecks of the pay period, howover, the smploysr is 0ﬁnfroqted with the
problem of anticipating the amount of overtimc that will be worked in such
week or weoeks in order to keep the hours down during the oarly week or
weoks so that the payment of tho desircd amount - #42 in this case - at the
pay re sriod is sufficient to satisfy the roquirenents of the iet., Of course,
if the employcr miscalculates and the vayument of $42 is insufficient to
mect the requzreﬂonts of the .ct at the pay period, he will be required to
make up the diffcrence in cash, This is 111ns,r uud in the third pay
period when the employsr oxpceting that tho omployoc would work 44 hours
during the sixth workwcel, workod the omployec cnly 39 hours during the
fifth workwecks The estincte wos incorrcet and the omployec worked 46
hours during the sixth workwecek thus becoring uut:u1c* to 543,50 for that
pay period. The enmployee must be paid the $43.50 at the pay period; the
$1.50 may not be credited to the employec znd currlcd ovaer beyond the pay
poriod to be paid the erployce ut : subsequcent time whon he is given
time off without nay.

jod
o]
jah
5
3
(]
o]
]
5y
C
Q
n

Case II: Salar‘

<

It will be noted that in the case -of the hourly rate cmployces-thoe
payment of the desired, fixed amouat - 542 - at the pay neriod was suf-
Ticient to meet the requi? ments of the Act even though overtine was worked
in one weclk of the pay poriod because there could be no deubt that in the
shorter wocks when 36, “9 and 33 hours werc worked the cmployec was emtitled
to only #18.00, ?19 50 and $16.50, respectively.. Thus the e rployee received
$24,00, 8%22.50 and $25.50, the roqu1s1te amount of co"f)ns ation, 1rc1ud1rg
overtime compeksatlon for the vecks in wnluh he worked 46, 44, and 48 hours,
respectively., It is important to bear th s fact in mind in detcrmining the
anp110~b111t/ of the "tlmo of f" rlon to Swllfl ad employecs.

n of the "time off"

Lot us teke a comerete exarple of the io
; ekly and works a

aspl
plan to a salaricd ”PDIOYOG who éarns 42,0, paid bi-u
regular workwoek cf 42 hours

lst Poy Period 2nd Pay Period - 3rd Pay Period
1st weck 2nd weck ard weck 4th week . 5th week 6th wock
42 hours 42 hours 46 hours 36 hours 42 hours 42 hours
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The mogular rato of pay of such criployec is 50 conts an hour

52141§42 # 2/ ¢ 42 hours),

In the third workwcuk of the sccond pay period the employes works
46 hours and is entitled to §24 (/22 hours x 50J7 # /& hours x 75g7) In
the fourth workweek tho cnuloych works 36 hours, or six hours lecss than
tho regular number, and is entitled to only 518 (36 hours x 50¢). At the
end of the second pay period the cmployee is entltlod to receive his fixed
bi-weekly salary =-- 742 ($24 £ 18)

The same result would follow if 36 hours were worked during the
3rd worlkweck and 46 hours during the fourth.

The payment of the fixed salary at the pay period in the above case
is sufficient to meet the requiremcnts of the dct only if it is assured
that the =zmployer may properly deduct frorm the cmployee's bi=weckly salary
when the employee works less than the regular number of hours in a particu-
lar week in the pay period and that, thercfore, tho employce is entitled
to only $1€ during the ferth workwock, The salaried crmployce thus de-
seribed is very much like an heurly rate cmployec. An employcr who is
requirad by contract or agrecrwont with the cmployce te continue to pay the
fixed salary even though the emcloyce has worked less than the regular
number of hours in some weck or wesks in the pay peried and therofore to
credit the employee with 321 for the ?ourtu wocls cven though only 36 hours
were worked in that wook, will act satisfy thoe regquirercnts of the Act
unless he pays the cmployce 45 (324 for the third weok and 321 for the
fourth weck) at the end of the sceond pay period, It cannot be maintained
in such case that thc payment of the foc“ snlary - 342 - at the pay period
included the requisite amount of overtime compensatioca due the omployce
for the weck during which he worked overtirme, The employec is entitled
to rcceive and would have received tho fixed salary evea if hc had not
worked overtime during the third weel but had nevertheless worked less than
42 hours during the fourth weck, Ixtra compensation rust be paid an em=
prloyee who works overtime. The coutract or agrecmont to pay the fixed
salary ovon when less than 42 hours is worked one week within the pay
poriod may be exprossed or implied. It may be implied from the fact that an

mployes is a salaricd cnployce who, when no question of overtire is in-
volved, custorarily rceecives his full fixod salary cvon though less than
the regular nurber of hours is worked in some weck ‘within the pay pericd.
Likewise if the srployec's salary is nct normally decrcascd whon he is cff
on a holiday, vacaticn, sick leave or other miscellancous nceriods of leave
during one week, such time off ray not be used to balance overtime worked
enother weck within the pay peried. In other words the hours which the
employer lays off the cmployce in one wesk of the pay period, to balance
overtime worked in another wock of the same pay period must bo hours off
for which the employce is not entitlcd to nor customarily rcceives come
pensation,

For this reason & "tine off"™ plan cannot be applied to salaried
enploycss working an irregular or f]uctultlug number of hours. It is the
nature of such an employec's ecmpleoyment that he will continue to receive
and he customarily does recoeive his fixed basic salary rogerdless of the
nurber of hours he may work in a particular wecl or way period. His
srl ry is not docked when he happens te work fower hours some woek or pay

e ¢ 4
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period. The regular rate of pay at which such employee is actually em-
ployed and upon which time and a half consequently must be paid, is the
average hourly rate for the week and varies from week to week., The em=
ployee is entitled for his overtime work each week to a sum, in addition
to the basic salary, equal to one-~half the regular rete of pay multi--
plied by The number -of hours which he works in excess of 42 in the week.
See paragraph 12 of the Bulletin,

Some employers who have worked their selaried employees an irregu-
lar or fluctuating number of hours have attempted to change the nature of
their employment to an hourly rate basis and then use a "time off" plan.
Whether the "time off" plan becomes anplicable will depend upon whether,
after the attempted change, the employees really are hourly rate employces
or whether they contimide to be salaried employees.. Some criteria in
making this determinstion may be suggested. Do the former saleried em=-
ployees understand that they have become hourly rate employess and will
be paid, as hourly rate employces normally are paid, only for the actual
number of hours they work at the hourly rate? Arc the cmployees actually
paid at the hourly ratc or is some salary arrangemsnt superimposcd upon
the hourly rate? Furthormore, if the determination is made that the
salaried employces have besen converted into hourly rats “wployeos, the
Administrator in carrying out his dutiass of enforcement under the Act
will sanction the procedurc only if the hourly rate is reprosentative of
the rate at which the salariedé emp < e said to have becn employed
while on a salary basis, An ave: iy rate based upon the salaried
employce's sarnings and hours reprasontative period of time
(ineluding beth busy and slow bc considered to be representa=-
tive of the rate at which th

One further noint needs to be brought out with respect. to the ap=
plication of the "time off" plan., The above examples of its operation o
take a - -bi-weckly pay zesriod. The plen will also apxly if the pay period
is semi-monthly or monthly., But it will not apply to employces paid.
reckly because the overtime compensation due an employce mey not be ac-
curuleted beyond the pay noriod but must be paid at the time of the regular
pay pceriod. Thus an employce who is paid his regular wagecs or salary
weekly must also rcoceive the cvertime compensation duc him weckly. The
overtime compensation may nct be aceurmiated to be paid him during sub-
sequent wocks whon he is given time off without pay. The "time off" plan
is thus limited to emploxeﬂs who are paid bi-weskly, ssmi-monthly or
monthly« A "prepayment" plan, however, is not. so limited and, as will
be indicated below, may be applisd to omployees paid weckly. j

The Semi=Monthly Pay Poriod

Then tho cmployes is id emn—ﬁsnthly, questions have boen asked
concorning the method of handling the "split worlweck" - tho workweek which
begins bofore and extends beyond tho date of tho pay period.

Since it is irmposciblc in such case to ascertain at the pay
period whethor any overtime will be worked during the "split workweok,'
the omployer may pay the roguisitc additional compensaticn for the nunbo
of ovcrtime hourﬁ worked during such workwnck st the next succeeding
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period. At cach pay period the cmployer will meet the roguiremecnts of
the Act if he pays an amount in addition to the straight time wage or
salary equal to onc=half the regular rate of pay for the number of over-
time hourgworked in.ceach of the completed workwccks in the period, In
other words, overtimc compensation earncd in a particular workweck nmust
be paid.at the regular pay period in which such workweck -onds. Payment
for 2 workweek, however, may not be postponed beyond the pay period in
which it ends.

The same principle governs the application of the "time off" plan
to an employec who is paid semi-monthly. The employer may lay off the
employee o sufficient number of hours during the other week or wecks which
ond in the pay poriod next succoeding the pay perioed which splits a work-
week to offset the amcunt of overtime worked during the split werkweeck.

In this way the paymont cf the desired woge or salary at the next succecd-

ing pay period may ccver the total amount of compensaticn, including over-

time componsation, due the employee for each workweek, including the "split
workweeck," which ended in the poriod. The same principle applics where

the pay period is monthly.

One further aspcct. of the operation of the plan nseds to bo.clari-
fied. The oxamplecs of the operation of the "time off" plan givon heroin
rovolve abcut 42 hours as the stondard numbeor of hours., The plan may,
of course, revclve about a standeard nuwmber of hours more c¢r less than 42,

It may be helpful te give specifiic examples cf the operation of the "time
of f" nlen in such casos.

Suppose the employee earns o salary of $48, is paid bi-weckly
and works a regular workweelz of 48 hours. Lot vs assume that cuch eme
ployeec prior to the Act carned %48 bi-weekly and werked a rogular work-
wock of 46 hours, His reguler ratc of pay is 50 cents an hour (323 /%46 $
27/ # 46 hours). On Uctober 24, 1938, he continved to work a rogular work =
weck of 46 hours and was paid 347 thercfor (/44 hours x 50¢) # (2 hours
b4 75%)“7 x 2). Since October 24, 1939, he continues' to work a regular
workweck of 46 hours and is peid 348 thercfor (Zﬁ(éZ hours x 50 cents) &

(4 hours x 75 cents) /x 2). E :

During one week of tho n»ay pericd the employoce works 48 hours,
To meet tho requirements of thoe Act by the payuont of the fixed salary,
448, at the pay period, the cmployer must work the employec only 44
hours, or two hours less than thc rogular number, the other weck cof the
pay period = (/7(42 nours x 50 cents) # (6 hours x 75 ceuts) /= $25.50,
the roquisito paymert for the overtime weok) £ /(42 hours X 50 cents)
# (2 hours x 75 cents) = 522.50, rcquisito paynont for the cther week/=
448, the bi-weekly salary).

&8

Suppose the employee carns a salary of 340, is paid bi-weckly and
works a rcgular workwock of 40 hours, The regular rate of pay of such em=
ployec is 50 cents an hour (%20 /340 & 27 & 40 hours).

During one week of the pay pericd the employec works 44 hours, If
the employer customarily pays tirmc and a half for 211 hours in excess of
40 he must work the cmploycc only 34 hours, or 6 hours less then the regu-
lar number, the other weck of the pay poriod in order to wmcet the require-

ments of tho Act by the payment of the fixed salary at the pay poriod,
(2881)
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(/_ (40 hours x 50 cents) # (4 rours x 75 cents) = §23 roquisite payment
for the overtime vrek/ ¥, /(34 hours x 50 cents) = 317, reguisite paynent
for the other ch'/ = #46? the bi-weokly salary). 1f payment at straight
time is customary for the hours in sxcess of 40 the cmployer must work the
employee only 35 hours, or & hours less than the rsgular number, the other
weck of the pay peried in order to meet the requirerents of the Act by the
payment of the fixed salary at the pay period. {(/ (42 hours x 50 cents)
(2 hours x 75 cents) =z 522,50, requisite payment for the overtime weelk/
/(35 hours x 50 cents) = 317.50, rcqui ite payment for the other week/s
%40, the bi-weckly sulary).

It will be roted that in the cascs ocutlined above, the number of
hours for which the emplcyce is laid off in one week to balance overtime
worked in amother weck of the pay period must be. hours off the regular

nunber of hours worked or the number of hours! payment for which will
yield the desired fixed wage or salary and not cff the stendard number of
hours fixed in the Act,

The Formula That Iy Be Followed

Where the regular numbsr of heurs worked is 42, tho formula which

employers have used to comply with the Act by paying the fixed salary at
the pay period is to lay off the cmploy ocne and onoe-half hours in one
woek for each heur worked in exedss o n the cther. However, this.
formula docs not work out where the regu rber of hours is more or

less than 42 hours. . Thus, in the case given above vhere the regular number
of hours worked is 46, it is clear that the fixed salery dlready includes
poymont at time and a half for 4 overtine hours, Thesc 4 hours may, there-
fore, be used to balance on a cne-to=-one basis 4 hours worked in excess of
46, which also must be paid for ot Time and a half., Thus in the example
given, 2 hours in excess of 46 wore worled in one week of the pay pericd;
these are balanced by working the employee 2 Liours less than 46 in the

other wesk cf the pay period. If the employsce had worked 50 hours during
one week, the fixod salary would be sufficient payment if 42 hours were -
worked the other week. ~ But if B2 hours werc werked cne week, 4 of the hours.
in excess of the rcgular nurber could be offset by 4 hours off the regular
number, 46, because they are 2ll paid for at time and o half. The other.

2 hours in excess of.46 however must also be peid for at time and a half and
can be offset ounly: by threc aﬂoluLonal straight timo hours off 46 (o 1c and
onc=half for one). Thus a total ¢f 7 hours less than 6 or 39 hours rust
be worked in one weck of the pay pericd when 52 hours arce worked the other
so that payment of the fixod'salwry at the pay periocd will satisfy the

equirenents of the Act, (/~(42 hours x 50 cnnts) / (10 hours x 75 conts) =
828.50, rcquisite paymont for the ovortime work/ f /(3 hours x 50 cents)
» %19.50, requisite nayment for the cther week/= 548, the bl—WC skly salory).

In thé -case given above where the reguler number of hours is 40
and the cmployer customarily peid time and a half for all hours worked in
cxcess of 40, one hour in oxcess of 40 in cnc week wuy be offsect enly by
ono and one=half hours off 40 in anothur week., If the omployer customarily
pays straight time for the hours in cxesss of 40, then two hours in cxcess

of 40 in omnc week may be cffsct by 2 straight tlme hours off 40 in another
weok, but cvery additional hour (i.e. in oxecgss of 42) may be offset only
by one and onc~half additional hours off éO in the other week,
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Tno Propay=ent Plan

Though overtime compensstion duc an amployco rust normally be paid
at the time of the erployce's regular pay period, there is no objection if
the employer pays overtime compensation to becorne due teo an ermloyee in
advance., This is the basic prineiple of the "prepayment" plan, Thus some
erployors in an attempt to keep the wage or salary constant fron pay period
to pay period, have resorted to paying their employces & sum in cxcoss of
what they earn or arec entitled to in a particular weck or wecks, which sum
ig considored to be a prepayment or advance payment of compensation for
overtime to be subsequently worked., The operation of a prepayment plon may
best be illustrated by specific oxarples.

A, Case I. Hourly Rotc Employees

Let us take the exarpe of an emmloyce who is paid 50 cents an
hour and works the following schedule:

Wocks 1 2 3 & 5 6 7 g

Hours Worked 35 .56 44 40 42 38 46 36

lovec agrse fhat in any wock in which
the employec works less than 4C hours, the ewxplover will advance to the
employee the difforance between the amcunt ngnul tc his regular rate of
pay for 40 hours and the cmount he would have rceeived if he had becn paid
only for the number of hours he worked,

The employer and the erm

Thus in the first weok tho orployce will be paid 420,00 although
he wes entitled to only $17.5C. Tho employer will ercdit himsclf with
$2.50, For the second week the emplovee will be paid $20.00 although he
was entitled to only 318.00 ond the employer will credit himself with 32,00,
For the third week the emnployee m1*l be paid 20,00 although he was entitled
to %22,50 (/T2 hours x 50 CeutS/ b /? hours x 78 ent§7) In this way the
employec ‘iTl work off 22.50 of the amount prcvwouuly credited to the
employer. The empleyee will now carry a credit of $2.00, For the fourth
week the omployee will be paid 120.00, to which he was entitled. For the
fifth wesk the cmployee will .be paid 220,00 although he was enti tlod to
321,00, and will work cff [1.00 morc of the armount still ecrecditecd to the
erpployer. The cumployor will row sarry & ereditv of ;1.00. For tho sixth
week the cmployer will be paid ,20,00 and %1.00 more will be eredited to
the employer. The erployer will novw carry a craodit 7 ;2.00, For the
seventh woek the employce will be paid 522,00 althoush ho was entitled to
524,00 (/Z2 x 50 cents/ £ /E x 75 cenﬁ§7}. The employee will thus have
worked off the total credit cccwmlated by the ermplover and will be paid
in cash the additional 32,00 duc hims For the cighth wock the employee
Will be paid 520,00 and the employor will credit himself with 42,00,

It will be noted that cnly credits to tho.enployer will be carried
over beyond the pay period; crcdits to the employee, i.c., overtime com=-
pensation due the employee, will not be carried over beyond the pay period
to bz consumed by subsequent emplover "advances,™ but will be paid in cash
at the pay porlod. In this way the cmployer will never be indebtod to the
employee.
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It cannot he emphasized too strongly that the validity of the plan
v depends upon the essumption that when the employee received $20.00 in the
weeks when he works less than 40 hours, he is being p2id in excess of which
he earns, or is entitled to and is therefore given a loan or advance which.
. he may work out by subsequent overtime. Whether this is actually the fact
| is easily susceptible of determination in the case of hourly rate employees.
But even in their case the questicn sometimes arises as tc whether the "loan"
| or "advance" is really a loan or advance and not really a salary arrangement
| by which, for example, the employee in the above case is entitled to $20,00
‘ for work already performed without subsequent overtime work, The determina-
tion of this question may depend upon what the parties understand will
happen when an employec severs his relationship with the employer. If the
employer still has some accumulated credits at that tire, will some attempt
be made to get back the amount of the "loan" or "advance" from the employee
since there is no further possibility that it will be worked out by subse-.
quent overtime? The fact that no autbmpt will be made by the employer to
collect the amount due him either by deducting such amount from the em=-
ployce‘s last check or by some other way, is some indication that the "loan
or "advance" is simp] y a flctltlous bookkeeping device,

Similarly the fact that at t’e end of the year or at the end of
some shorter period cradits accumulated by the employer arc simply wiped
off the slate and a new start is made, is sowme indication that there is
no "loan" or "advance" in fact but simply @& bookkeeping device., If there
is no "prepayment" in fact and the plan is nothing but a bookkeeping device,

the Act will have besn violated, ilo one criteria may be sufficient to de-
‘ termine this question but all the criteria set forth herein will be given
weight in deciding this question., J

| Case II. Sal ried Employecs

Lot us take theiéxamplé of a saléried onolovue'who earns'@2¢.00
a week for a regular workwoek of 42 hours and whoss regular rﬁte of pay
is therefore 50 cents an hour. (%21 & 42 hours)

Hours 36 42 42 42 42 42 42 g

For the first weck the employee will receive £$21.00 although he
earncd and is entitled tc only 518,00 (38 hours x 50 cents). The employer
will credit.-himself with $3.00 as a prepayment of mnunsmt1on for overtime
to be subsequently worked, The erployee will receive’ 521,00 during each
of the next six wecks, For the »ighth weck the employece is entitled to
$25.50 (/22 hours x 50 conts/ # /“ hours x 75 ccn§£7) He will thus have
worked d“f the cntire credit of 3 OO 1couru1atud by the.cmpl Loyer and will
roceived $22.50 in cash, ;

The validity of the plan as outlined depcuds upon the assumption
that the cmployee is overpaid when he roceived 521,00 for the first week
B of 36 hours and that thercfore the cmployer has loaned or advenced him
$3.00, In addition to the eriteria sct forth under casc I to determine
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whether the "loan" or "advance" is real or only & booklkeeping device an
additonal consideration comes into play with respect to the salaried
employee who works a regular number of hours. If the employer, who com-
templetes adopting a "prepayment" plan is presently required by contract
or agreement with the employee, express cr implied, to pay him the fixed
wage or salary even when the employee works less than the regular number
of hours in some week or weeks, it cannot be said that the employee is
paid in excess of what he earns or is entitled to when he receives the
fixed wage or salary in such weeks. e has received no "loan" or "advance"
and no amount therefore may be credited to the employsr as a prepayment :
of compensation for overtime to be subsequently worked,

For the same reason a prepayment plan carnot be applied to a
salaried employeec who works a fluctuating number of hours. Since the
nature of such an employee's employment is that he will receive the fixed
basic salary regardless of the number of hours worked it cannot be said
that such an emplovee is paid in excess of what he earns or is entitled
to in any week in which he receives the fixed salary cven though such
weeks may have been short weecks.

We have considered above the question of the conversion of a
salaried employee working a fluctuating number of hours into an hourly
rate employee.

The amounts paid to an smployee while absent from work on a
vecation, holiday, sick lecave or other riscollancous woriods of leave,
may not be considercd by the emplover as prepaid overtime compensation
just as the time off during such periods may not. be used to balance over=-
tire worked within the pay period. Payment during holidays, vacaticns,
ste., is not payment for overtime and mey not bo considered by the em=
ployer as compensation for tThe employee's overtime work under the Act,

In two respeets a prepayment plan, if it may be properly appliced
to salaried employses, is not subjecet to the same restrictions as a
"time off" plan, It is not confined, in its operation, to the pay period.
Credits to the employer, i. e., amounts paid by hin in excess of the amounts
earncd by the employce or to which ths cemployez is entitled, mav be carriocd
over bevond the pay peried until they are consumed by the overtime work of
the smployce. Secondly, a prepayment plan may be applied to cmployees who
are paid weekly.,

It need not be restricted in its applicution, as is the "time off"
plan, to employees paid on a bi=-weeckly, semi-monthly, or monthly basis,
Under a prepayment plan the employce is being paid the overtime compen=-
sation due him, either in advence or, at the latest, at the time of the
regular pay period.

Where applicable, a "timc off" and "prepayment" plan may be applied
in conjunction with each other.
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U. 8. DEPARTMENT OF LABOR
WAGE AND HOUR DIVISION
Washington

ERRATUM SHEET

Please make the following corfections in:

"Supplement to Interpyetative Bulletin No. 4 =
Maximum Hours and @vertime Compensation” (R-887;
released July 14, 1940)

Page 2, "Case II - falaried Employees"
Correct to gfead:

after weeks when 36, 39 and 39 hours
werf worked the employee was entitled"

o only $18.00, $19,50 and $19.50,
espectively., Thus the employss received"

"$24.00, $22.50 and $24.00, the requisite
amount of compensation, including"

"overtime compensation, for the weeks in
which he worked, 46, 44 and 46 hours."

(5009)






