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IMPLOYER! S PART IN PENSIONS NEED NOT AFFECT
REGULAR RATE OF PAY

Contributions by an ewployer to pension, annuity and similar plans for the
benefit cf ﬁis employces need not affect the employee's regular rate of pay on which
overtime is computed, Tlomus We Hollend, Administrator of the Wage and Hour Division,
Ue Se Department of Labor, stated today in response to numerous inquiriese

Mre Helland's statement f8llows:

"It is cemmon bq incss practice for employers to provide benefits
for their employess in the form of retirement, pension or othor old age
benefit plans, sicknoss or acoidont disability plans, medical assistance
plans end deeth boncfit planse Thuse plins may be operated through in-
surance companics or through independent trust fundse The insurance
premiums are paid or the funds maintained, as the casc mey be, by Jjoin®
contributions of the cmployer and the employcesze The question has boen
raised as to whether an Hhﬁlovwr's contributions to such plans or sys=
tems must be included in computwtwon, of rvguln rate of pay for purposes
of overtime undcr the Fair Lebor Standards Acte

"It is our opinion that provided cortain conditions arc met, tho
omount of any peyment by an ecmployer on bohelf of his employoes generally
or for a class or classcs of his omployocs on account of the following
tjp““ of plans necd not be rcfleeted in regular rote of pay computotionss

ls Rebtircmoent, annuity, or pensinn plens
2¢ Sickness or accident disability plans
3¢ Mcdical and hospitalization plans

4« Death Bennfit plens

The conditions which must be met are: (1) The cmployce must not have the
option to reccive instead of the benefits under the plan any purt eof tho
contribtutions of the employor,and (2) the omployee must not have the right
to assign tho benofits or to roccive a cash consideration in licu of the
cnefits eithor upon +crminatlbn of thc plan or his withdrawal from it
volunuurllj cr through severence of cmployment with the particuler cmployere

"It is our vicw that

sinse the benefits under thcse plans are peyable
only at a timec when the. cmp

oyce performs no work, the omployer's contrie
butions to such plans muy be rogarded as compensation for hours not
workods The compensation is similar to thot paid by an employer for ab=
senccs caused by illncss, holidays or the likoes In such situations we
have olreedy indiected that the componsation for those abscnces need not
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bo reflocted in an cmployerts rcgular rubh of paye Similerly,
the employer's contritutions %o penmsion plens, ctes, nrc likcs
wisc componsation for hours not worlked cnd henec nced not be
included in rcguler rate of poy computationsy”

-ty

It wos emphasizod by Mre Folland that his opinion was limitcd strictly to
) " 3 & ~ % s ot
cascs of contritubions by an employer to- the type of plans méntioncd in his statee
mente Such contributions, he pointed out, arc clearly distinguishable from contrie

butions by on cmployer to a savings fund and whieck contributions arc turned ovor to

the anployse after he hus remoined in sorvice for a fixed period of times In the
latter onse the montributions ropresort simply o bonus ond may bo choractorized as
e substitute for o woge incronscs The ultimate paynent of these funds to the
employes in no way dopends upon the cmploye's not working at the time he receivcs

theme All such contributions nust normelly be includcd in the employec's regular

rate of pey for the purposes of dotormining the overtime compensation duo him.

A more elaborste dise ussion of bunu" plans will be found in press roloase R-1548 (e
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