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REGULaTIONS OOVEi-a-,Ii\iu LEDUCTIUi^b FROM hAUhti ixEVISED -• • 

Revised regnxations governing the aete.mdnation of the reasozxabXe cost of 

board, lodgirrg, or other facixities for which aeductions may be maae from wages 

under the Fair Labor Standaras Act were issuea toaay by Colonel Philip B. Fleming, 

Admiijistrator of the i«afe,e ana Hour Division, Unitea States Department of Labor. 

The law provides, in Section 3(21) that the wa^e paia to any employee "incluaes the 

reasonable cost, as aetermined by the iiaministrc..tor, to the employer of furnishinji 

such empioyc.-e with board, lodging, or other facilities if such boara, lodging,, or 

other facilities ai'e customarily f-urnishea by such employer to his employees." The 

The reg-ulation revisea toaay, v/hich is Part 531 of tht Coae of Feaeral Regulations, 

provides staiiuaras ar;d inethods for aetermining such reasonable cost. (Feaeral 

Register, September Ik;, 1940.) -,. - , 

The changes v/ere maae to cxarify the xanit,u,age of tho present reguxations 

which have already been approved by t.he courts. A practical basis is proviaed 

for arrivlHti at the rate of depreci-ation ana the cost of operating ana î aiiitaining 

buildings and other equipment usea iri furnishing, boara or louging to employees. A 

siadlar basis is proviaed for Cc^lcul^tinj, the "reasonable cost" of other facixities 

The regailations proviae for the calcuxation of "reccSoric.bie cost" upoii the basis of 

the cost of operation and aiaiiiteuance incxucdiij, aeprcciation aua a reasonable 

aliovvance (not to exceea 52 per' cent) for interest on the aepreciatea amount of 

capital iiivestea by the employer. To raake thxs calculation clearer, aepreciation 

is definea to embrace all the exements — iiicxudiag obsolescence — usually 

included in depreciation ui-iuer gooa accountin^^ practices. Accouiiting practices 

which are not acceptable to the Bureau of Iijternai Revenue for income tax purposes 

will not be consiaered "gooa accouiitiUfc practices" by the '•«a£,e ana Hour Division. 
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The regulations further proviue that the rate of aepreciation ohoula be "aaequate". 

Under the regulations as announcea the "reasonable cost" of housing, 

facilities can not exceed the "fair rental vuXue" of such housiiig. It is similarly 

provided that the reasonable cost of cornaioaities or facixities offtrea for sale may 

not exceed the "fair price" of such co.mmoaities or fcicixities. . ' . - . •'• 

...... In armouncinfc, these reguxations, Golofec-c Fleming 3t.-..ted: "Ordinarily 

every type of buixding, machinery, or equipment Vvdli aepreciate sliiCe axx structure 

erected by human hands wear out sooner or later. In Oraer -that such structures may 

not be over-valued despite their 'irresistible march to -olie junk heap', it is 

necessary that reasonable ana- aaequate depreciation be aeaucted froni the original 

cost or the amount originally investea in such structures u;3oa to furnish 

employees with boara, lodging, or other facilities. In oraer to arrive at an 

accurate cost figure, aepreciation v.-hich is aeauctea must aaequateiy reflect the 

declining value of the investment. That is why the reji.uiations require an 

'adequate' rate of aepreciation. Whixe the aaequacy of the aepreciation charge v/i-l 

depend upon the circumstanceo in each inaiviau...iX Ccse.-tlie Division wixx eriOeavor 

to enforce a reasonable i;dn.im-irm depreciation rate. We are iict preparea to accept 

any depreciation rate which ib based o-n ari estiriiated depreciation perioa of more 

than fifty years for timber structures or rnore fciiaii one hunared years for 

masonry unless persuasive reasons to the coiitrary are sustciuea. Of course -where 

obsolescence or other functi.jriax chv.ng«bs occur, the aoprecic^tion rate v/ill 

inevitably be increased." •' ' ' " 
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