Title 29: Labor

PART 531—WAGE PAYMENTS UNDER THE FAIR LABOR STANDARDS ACT OF 1938
(Regulations in effect on October 27, 2023)
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Subpart A—Preliminary Matters

8531.2 Purpose and scope.

(a) Section 3(m) of the Act defines the term “wage” to include the “reasonable cost”, as determined by
the Secretary of Labor, to an employer of furnishing any employee with board, lodging, or other
facilities, if such board, lodging, or other facilities are customarily furnished by the employer to his
employees. In addition, section 3(m) gives the Secretary authority to determine the “fair value.” of such
facilities on the basis of average cost to the employer or to groups of employers similarly situated, on
average value to groups of employees, or other appropriate measures of “fair value.” Whenever so
determined and when applicable and pertinent, the “fair value” of the facilities involved shall be
includable as part of “wages” instead of the actual measure of the costs of those facilities. The section
provides, however, that the cost of board, lodging, or other facilities shall not be included as part of
“wages” if excluded therefrom by a bona fide collective bargaining agreement. Section 3(m) also
provides a method for determining the wage of a tipped employee.



(b) This part 531 contains any determinations made as to the “reasonable cost” and “fair value” of
board, lodging, or other facilities having general application, and describes the procedure whereby
determinations having general or particular application may be made. The part also interprets generally
the provisions of section 3(m) of the Act, including the term “tipped employee” as defined in section
3(1).

Subpart B—Determinations of “Reasonable Cost’ and “Fair Value”; Effects
of Collective Bargaining Agreements

8531.3 General determinations of “reasonable cost.”

(a) The term reasonable cost as used in section 3(m) of the Act is hereby determined to be not more
than the actual cost to the employer of the board, lodging, or other facilities customarily furnished by him
to his employees.

(b) Reasonable cost does not include a profit to the employer or to any affiliated person.

(c) Except whenever any determination made under § 531.4 is applicable, the “reasonable cost” to the
employer of furnishing the employee with board, lodging, or other facilities (including housing) is the cost
of operation and maintenance including adequate depreciation plus a reasonable allowance (not more
than 512 percent) for interest on the depreciated amount of capital invested by the employer: Provided,
That if the total so computed is more than the fair rental value (or the fair price of the commodities or
facilities offered for sale), the fair rental value (or the fair price of the commaodities or facilities offered for
sale) shall be the reasonable cost. The cost of operation and maintenance, the rate of depreciation, and
the depreciated amount of capital invested by the employer shall be those arrived at under good
accounting practices. As used in this paragraph, the term “good accounting practices” does not include
accounting practices which have been rejected by the Internal Revenue Service for tax purposes, and
the term “depreciation” includes obsolescence.

(d) (1) The cost of furnishing “facilities” found by the Administrator to be primarily for the benefit or
convenience of the employer will not be recognized as reasonable and may not therefore be
included in computing wages.

(2) The following is a list of facilities found by the Administrator to be primarily for the benefit of
convenience of the employer. The list is intended to be illustrative rather than exclusive:

() Tools of the trade and other materials and services incidental to carrying on the
employer's business;

(i) the cost of any construction by and for the employer;
(i) the cost of uniforms and of their laundering, where the nature of the business requires

the employee to wear a uniform.
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8531.6 Effects of collective bargaining agreements.

(a) The cost of board, lodging, or other facilities shall not be included as part of the wage paid to any
employee to the extent it is excluded therefrom under the terms of a bona fide collective bargaining
agreement applicable to the particular employee.

(c) Collective bargaining agreements made with representatives who have not been so certified will be
ruled on individually upon submission to the Administrator.
1 Back to the top

Subpart C—Interpretations
§531.26 Relation to other laws.

Various Federal, State, and local legislation requires the payment of wages in cash; prohibits or
regulates the issuance of scrip, tokens, credit cards, “dope checks” or coupons; prevents or restricts
payment of wages in services or facilities; controls company stores and commissaries; outlaws
“kickbacks”; restrains assignment and garnishment of wages; and generally governs the calculation of
wages and the frequency and manner of paying them. Where such legislation is applicable and does not
contravene the requirements of the Act, nothing in the Act, the regulations, or the interpretations
announced by the Administrator should be taken to override or nullify the provisions of these laws.
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How Payments May Be Made

8531.29 Board, lodging, or other facilities.

Section 3(m) applies to both of the following situations: (a) Where board, lodging, or other facilities are
furnished in addition to a stipulated wage; and (b) where charges for board, lodging, or other facilities
are deducted from a stipulated wage. The use of the word “furnishing” and the legislative history of
section 3(m) clearly indicate that this section was intended to apply to all facilities furnished by the
employer as compensation to the employee, regardless of whether the employer calculates charges for
such facilities as additions to or deductions from wages.
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§531.30 “Furnished” to the employee.

The reasonable cost of board, lodging, or other facilities may be considered as part of the wage paid an
employee only where customarily “furnished” to the employee. Not only must the employee receive the
benefits of the facility for which he is charged, but it is essential that his acceptance of the facility be
voluntary and uncoerced. See Williams v. Atlantic Coast Line Railroad Co. (E.D.N.C.). 1 W.H. Cases
289.
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§531.31 “Customarily” furnished.

The reasonable cost of board, lodging, or other facilities may be considered as part of the wage paid an
employee only where “customarily” furnished to the employee. Where such facilities are “furnished” to



the employee, it will be considered a sufficient satisfaction of this requirement if the facilities are
furnished regularly by the employer to his employees or if the same or similar facilities are customarily
furnished by other employees engaged in the same or similar trade, business, or occupation in the same
or similar communities. See Walling v. Alaska Pacific Consolidated Mining Co., 152 F. (2d) 812 (C.A. 9),
cert. denied, 327 U.S. 803; Southern Pacific Co. v. Joint Council (C.A. 9) 7 W.H. Cases 536. Facilities
furnished in violation of any Federal, State, or local law, ordinance or prohibition will not be considered
facilities “customarily” furnished.
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8531.32 “Other facilities.”

(a) “Other facilities,” as used in this section, must be something like board or lodging. The following
items have been deemed to be within the meaning of the term: Meals furnished at company restaurants
or cafeterias or by hospitals, hotels, or restaurants to their employees; meals, dormitory rooms, and
tuition furnished by a college to its student employees; housing furnished for dwelling purposes; general
merchandise furnished at company stores and commissaries (including articles of food, clothing, and
household effects); fuel (including coal, kerosene, firewood, and lumber slabs), electricity, water, and
gas furnished for the noncommercial personal use of the employee; transportation furnished employees
between their homes and work where the travel time does not constitute hours worked compensable
under the Act and the transportation is not an incident of and necessary to the employment.

(b) Shares of capital stock in an employer company, representing only a contingent proprietary right to
participate in profits and losses or in the assets of the company at some future dissolution date, do not
appear to be “facilities” within the meaning of the section.

(c) It should also be noted that under 8§ 531.3(d)(1), the cost of furnishing “facilities” which are primarily
for the benefit or convenience of the employer will not be recognized as reasonable and may not
therefore be included in computing wages. Items in addition to those set forth in § 531.3 which have
been held to be primarily for the benefit or convenience of the employer and are not therefore to be
considered “facilities” within the meaning of section 3(m) include: Safety caps, explosives, and miners'
lamps (in the mining industry); electric power (used for commercial production in the interest of the
employer); company police and guard protection; taxes and insurance on the employer's buildings which
are not used for lodgings furnished to the employee; “dues” to chambers of commerce and other
organizations used, for example, to repay subsidies given to the employer to locate his factory in a
particular community; transportation charges where such transportation is an incident of and necessary
to the employment (as in the case of maintenance-of-way employees of a railroad); charges for rental of
uniforms where the nature of the business requires the employee to wear a uniform; medical services
and hospitalization which the employer is bound to furnish under workmen's compensation acts, or
similar Federal, State, or local law. On the other hand, meals are always regarded as primarily for the
benefit and convenience of the employee. For a discussion of reimbursement for expenses such as
“supper money,” “travel expenses,” etc., see § 778.217 of this chapter.
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8531.33 “Reasonable cost”; “fair value.”

(b) “Reasonable cost,” as determined in § 531.3 “does not include a profit to the employer or to any
affiliated person.” Although the question of affiliation is one of fact, where any of the following persons
operate company stores or commissaries or furnish lodging or other facilities they will normally be
deemed “affiliated persons” within the meaning of the regulations:


https://www.ecfr.gov/current/title-29/section-531.3#p-531.3(d)(1)
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(1) A spouse, child, parent, or other close relative of the employer;
(2) a partner, officer, or employee in the employer company or firm;
(3) a parent, subsidiary, or otherwise closely connected corporation; and

(4) an agent of the employer.
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8531.35 “Free and clear” payment; “kickbacks.”

Whether in cash or in facilities, “wages” cannot be considered to have been paid by the employer and
received by the employee unless they are paid finally and unconditionally or “free and clear.” The wage
requirements of the Act will not be met where the employee “kicks-back” directly or indirectly to the
employer or to another person for the employer's benefit the whole or part of the wage delivered to the
employee. This is true whether the “kick-back” is made in cash or in other than cash. For example, if it is
a requirement of the employer that the employee must provide tools of the trade which will be used in or
are specifically required for the performance of the employer's particular work, there would be a violation
of the Act in any workweek when the cost of such tools purchased by the employee cuts into the
minimum or overtime wages required to be paid him under the Act. See also in this connection, §

531.32(c).
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