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REGULATIONS GOVERLInG DEDUCTIONS FhOm WAGRS nkVISED

Revised regulations governing the aetermination of the reasounable éost of
board, lodéing, or other faciiities for which deductions may be made from wages
under the Fair Labor Standaras Act were igsued toaay by Colonel Philip B. Fieming,
Admiuistrator of the wage and Hour Livision, Unitea States Department of Luborf
The law provides, in Section 3(m) that the wage paiu to any employee "incluaes the
reasonable cost, as determinea by the Aamihistrutor, to the employer of furnishing
such employee with bourd, lodging, or other faciiities if such bourd, lodging, or
other fucilities are customurily furnishea by such employer to his employees." The
The regulation revisea toacy, which is Part 531 of the Code of Federal Regudiations,
provides stunauras and methods for aetermining such reasonable cost. (Federal
Register, September 1, 1940.)

The changes were maae to ciarify the langusge of the present reguiutions
which have alreudy been approved by the courts. A practiéul basis is proviaed
for arriving at the rate of depreciution ana the cost of operuting und naintaining
buiidings and other eqﬁipment used in furnishing board or louging to employees. A
similer busis is proviaed for cedculating the "reasonable cost" of other fuciitities
The reguiations provice for the culcuiation of "reusonuble cost" upon the basis of
the cost of operation and wuaintensnce inciuaiung cepreciction ana o reusonuble
allowance (not to exceea 53 per cent) for iuterest on the uepreciuted amount of
capital invested by the employer. To muke this culculaution cieérer, depreciation
is definec to'embrace all the elements -- inciuaiug obsolescence —- usually
included in depreciution unuer gooa zccounting pructices. Accounting practices
which are not acceptablie to the Bureau of Internwal Revenue for iuncome tax purposes
will not be considerea "gooa accounting practices" by the Wupe zna Hour Division.
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The reguiations further proviae that the rate of depreciation shoula be "aaequatev,
Under the regulations as announced the "reasonable cost" ef housing
facilities can not exceed the "fuir rental vaiue" of such housiug. It is similarly
proviged that the reasonable cost of commoaities or faciiities offerea for sale may

not exceed the "fair price" of such commoaities or faciiities.

In announcing these reguiations, Coiomei Fleéming stated: "Ordinarily
every type of buiiding, machinery, or equipment will aepreciate since ail structure
erected by human hands wear out soconer or later.  In oracr thut such structures may
not be over-valued despite their 'irresistible murch to the junk heap', it is
necessary that reausonable end adequgte depreciation be ceaucted from the original
cost or the amount originaily investea in such structures usea to furnish |
employces with bourd, lodging, or other faciiities. In oraer to arrive at an
accurate cost figure, depreciation which is deauctea must saequateliy reflect the
declining value of the investment. That is why the regulations require an
'adequuate' rate of cepreciation. Whiie the adequucy of the depreciation charge wil
depend upon the circumstances in euch inaiviauui cuse, the Division wididi enaeu&or
to enforce a reasonuble minimum depreciation rute. Ve are not preparea to accept
any depreciation rate which is bused on an estimuted depreciution pericud -of more
than fifty years for timber structures or more than one hunared yewrs for
masonry vnless persucsive reusons to the contrary are sustuinew. 0OFf course where
obsolescence or other functional chunges occur, the aepreciction rute will

inevitably be increased."
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