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NEW OPINION EXTENDS SCOPE OF I^ :dd3SI"d ,E PAY ROLL DEDUCTIONS 

Tne A d i r d n i s t r s d o r of the'Yfago and Hour and P u b l i c C o n t r a c t s D i v i s i o n s of 
t h e U. S. D e p a r t m a i t of L a b o r , announced todaj '- t h a t u n d e r b o t h xhe F a i r Labor 
S t a n d a r d s Act ahd t l io P u b l i c C o n t r a c t s .Act v .here n o r e t h a n 40 h o u r s a r c v/orked 
by t h e e i . ip loyee, c e d u c t i c n s r.iay 'be made on t h e sarae b a s i s a s in s h o r t e r v/ork 
v/eeks i f t h e j:'"jrpose and e f f e c t a r e n e t t o e v a d e 'bhe cver t im.e r o q u i r e m e n t s of 
e i t h e r A c t , 

The jmnounccT-ient m o d i f i e s t h o p o s i t i o n f o r m e r l y tal-:en u n d e r t h e F a i r Labor 
S ta j ida rcs Act t h a t o e r t a i n pay r o l l r e d u c t i o n s were i l l e g a l i n a v/eok in w a i c h 
o v e r t i m e was v/orked a l t h o u g h i f 40 h o u r s o r l»:|ss had been i-'orked i n t h a t v/eek 
t h e d e d u c t i o n would n^^t r a v e c u t i n t o t h e minLmuii v,-a-;.e. Tiie v i o d i f i c a t i o n does 
n o t a l t e r t h e i n t e r p r e t a - b i o : ' . c o n c e r n i n g d e d u c t i o i i s i n -//eeks of 40 h o u r s o r l e s s . 

Under t h e F a i r La';:or S t a n d a r d s Act t h e teiTi v.'age i n c l u d e s t h e " r e a s c n a b l ' e * 
c o s t " , a s d - e t e m d n e d ' b y t h e A d i i n i c t r a t o r , t o t h e employer of f u r n i s h i n g a n 
employee w i t h " 'noard , lodging, or oti'ior f a c i l i t i e s ' * v/hen suoh i t ems a r e c u s t o m ­
a r i l y f u r n i s h e d , :i^'.y •:'. ' : ' ' •- -'-' - ' 

eP 

A c c o r d i n g l y , d e d u c t i o n s f o r s u c h i t e m s a s h o u s i n g , r e a l s , f u e l and m e r c h a n ­
d i s e f u r n i s h e d a t " a company s t o r e may ce made even i f bhei' r e d u c e t h e c a s h ware 
belov/ t h e minimum., p r o v i c e d t-he PL" i c e s c l i a rged do n o t exceed t h e r e t i son j ib le 
c c s t of such f a c i l i t i e s , '•iPi-3̂ a s u c h i-cems a r e i u n d s l i e d . t he e . ip loyoe a t a p r o f i t , 
t h e d e d u o t i o n s 'ilro'" v/ages in weeks i n v;hich no over t in ie i s worked a r e c o n s i d e r e d ' 
t o be i l l e g a l o n l y t o t h ; en 'ceut tlia'b t h o p r o f i ' b r c d u c e o t h e v^age w h i c h i n c l u d e s 
t h e c o s t of t h e f a c i l i t l - : ; s belov-,- bho r e i ; \ d r c d minimum. D e d u c t i o n s f o r a r t i c l e s 
su--3h a s t o o l s , : i i n : r s ' l a m p s , dj-muriitc c a p s , and oth-.5r i t c i s wh ich do n o t come 
w i t h i n t h e c a t e g o r y of " b o a r d , l o d g i n g o r o t h e r f a c i l i t i e s " a r e i l l e g a l i n such 
weeks t o t h o o^ctant t i : a t t h e y r>;-.id'ice t h o wages of t h e iin.ployeo be low t h e m d n i ­
mum r e r ' , d r o d bv t h ; Act o r bv 'in a p p l i c a b l e wa--:e c r d e r . 

Under t h e new p c s i t i o n of t h e A d m i n i s t r a t o r , c educ t i o? i s may b e i iade in o v c r -
t i i e v/eeks b u t t h e amount t /Lereof i s l i i i ' t - / d t o phe u/.\ount v i d c h c o u l d be d e ­
d u c t e d i f t h e e-'iployoe had v/ork^d on ly 40 h o u r s . For e x a n p l e ^ i f an employee 
i s employed a t a r a t e of 50 c e n t s an hour i u a n ' i n d u s t r y c o v e r e d b y a wai;e o r d e r 
e s t a b l i s h i n g a TdnLac i wage of 40 GCLIPS an h c u r , t h e r-axiium an-ount w h i c h may 
be deduc ted fro-.;i h i s /."ages i n a-- -40 li-ov.r week f o r item.s sv'.ch a s t o o l s , djmamite 
c a p s , m i n e r s ' l.-imps o r obher a r t i c l e s v/hich a r o n o t " f a c i l i t i e s " v / i t h i n t h e 
meaning of bl;., Acb, i s 40 tin'ses 10 c e n t s o r $ 4 . D e d u c t i o n s ivi e x c e s s of t h i s 
amount f o r s u c h > i a r t i c l eG aru i l l e g a l in o v e r t i m e w e e k s , _ -, 

There i s no l i r i . ib , of c o u r s e , on t h e am.ount v/hich n a y be d e d u c t e d f o r 
" b o a r d , l o d g i n g o r c t h ^ r f a c i l i t i e s " ci-bhcr i n o v e r t i m e v/eoks o r i n v/oc-ks when 
no ov.jrtim.c i s worked , p r o v i d i n - - t h a t t h e s e d e d u c t i o n s :^re made f o r t h e r e a s o n ­
a b l e c o s t of t h e i t ems f u r n i s h o d . 'ii;hen such i t t m s a r e f u n i s h e d a t a p r o f i t , 
t h e aj-p.ount of t h o p r o f i t ( p l u s th.^ f i l l amount of a n y ded"act ions f o r a r t i c l e s 
v.'hich a r o n o t f . . - . c i l i t i c s ) m'sA.'y n o t exceed $4 i n t h e exaiTsplo give-n i n a v/eek when 
moro t h a n 40 h o u r s a r e v-orked und may n o t c u t i n t o t h e mini-ium .due i i : n o n - o v c r -
t imo v /oeks , ., _ ' • . , " . _ .,»-•' 

Dedu'ct ions made o n l y i n overtiiTic v / eeks , or i n c r e a s e s i n else p r i c e s c h a r g e d 
f o r a r t i c l e s or s e r v i c e s d u r i n g o v t r t i m e wo-j-ks w i l l be s c r u t i n i z e d t o see 
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whether they are m.anipulations to evade the requirements of tho cvertir/ie pro­
v i s ions . 

The foregoing in terpreta t ion v/ith respect to the permiss ib i l i ty of deductior 
wi l l apply to both the Fair Labor Standards Act and to the Public Contracts Act. 
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