
New Minimum Wage: 
HOW WILL IT AFFECT CLUBS? 

With the signing of S 2747 (the Fair 
Labor Standards Amendments of 
1974) into law, golf clubs were pre-
sented with an new set of payroll 
problems. These include a new mini-
mum wage scale, new regulations for 
overtime and new restrictions on stu-
dent employment. 

The original law, the Fair Labor 
Standards Act of 1938, has been 
frequently amended since that date; 
most importantly in 1949, in 1961 and 
in 1966. Each new set of amendments 
has brought more and more of the club 
industry under the act. 

Past experience has shown that the 
act and its amendments are very easy 
to violate unknowingly. Clubs should 
reevaluate their employment and 
payroll practices in the light of the new 
amendments in order to save dollars in 
the future; even an unintentional viola-
tion can bring severe penalties. 

WHO IS COVERED? 

You were covered under the 1961 
amendments if your club's gross in-
come was over one million dollars or if 
your club was engaged in interstate 
commerce. Further, if any individual 
employee was engaged in producing 
goods, transporting them across state 
lines or communicating with non-
resident members living in other 
states, that person was considered to 
be engaged in interstate commerce and 
was covered whether or not the club 
was subject to the law. 
Clubs were covered by the 1966 
amendments if they grossed between 
$250,000 and one million dollars, 
whether or not they were engaged in 
commerce. 
New dollar volume coverage. The 
1974 amendments set new dollar vol-
ume ceilings for clubs grossing less 
than $250,000 as follows: 1) Effective 
January 1, 1975, the ceilings are re-
duced to $225,000; 2) effective Jan-
uary 1, 1976, the ceilings are reduced 
from $225,000 to $200,000, and 3) ef-
fective January 1, 1977, the dollar vol-
ume exemption will be repealed. 

WHAT IS GROSS INCOME? 
The Wage and Hour Division of the 
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Department of Labor has defined a 
club's gross income as including the 
fo l lowing : ini t iat ion fees ; direct 
charges for use of club facilities; food 
and beverage sales or charges; athle-
tic or sporting rental fees; lodging and 
valet charges; membership dues and 
assessments paid as a condition of con-
tinued membership, and fees paid by 
m e m b e r s to c lub p r o f e s s i o n a l s , 
whether or not accounted for to the 
club. 

It should be noted that under this 
definition golf lessons and golf shop 
sales must be included in the club's 
gross income, even though they may 
not be directly reported to the club. 

MINIMUM WAGE RATES 

Those clubs covered by the 1961 
amendments to the Fair Labor Stan-
dards Act will increase minimum 
wages on the following scale: 1) to $2 
an hour after May 1, 1974; 2) to $2.10 
an hour beginning January 1, 1975, 
and 3) to $2.30 an hour beginning 
January 1, 1976. 

Those clubs covered by the 1966 
and 1974 FLSA Amendments will be 
subject to increases on the following 
scale: 1) $1.90 an hour after May 1, 
1974; 2) $2 an hour beginning January 
1, 1975; 3) $2.20 an hour beginning 
January 1, 1976, and 4) $2.30 an hour 
beginning January 1, 1977. 

OVERTIME PAY 
With one exception, all club employ-
ees are covered by Section 7(a) of the 
law, which requires that clubs pay one 
and one-half of the regular rate of pay 
for all hours in excess of 40 per work 
week. Many clubs, however, have 
taken advantage of Section 13(b) (8), 
which exempted the food and beverage 

employees of the club from overtime 
rates. 

The 1974 amendments alter this sec-
tion as follows: 

Beginning May 1, 1974, food and 
beverage employees must be paid 
time-and-a-half for over 48 hours work 
in any work week. 

Effective one year after that. May 1, 
1975, overtime rates shall be paid after 
46 hours. 

A year later. May 1, 1976, overtime 
rates must be paid after 44 hours, and 
the following year, commencing May 
1, 1977, the overtime exemption will 
be repealed entirely. 

The "regular ra te" of pay upon 
which overtime is based may be higher 
than the minimum wage, but it cannot 
be less. The "regular rate" includes 
all remuneration except gifts, discre-
tionary bonuses, payments made to-
ward cash profit-sharing or savings 
plans, payments for unworked time, 
traveling expenses and like payments, 
daily or weekly overtime, premium 
pay when it is equal to time and one 
half for nonscheduled work days and 
suggestion awards. 

The regular rate for an employee 
paid solely on an hourly basis is the 
employee's hourly rate. Not less than 
one and one-half times this rate must 
be paid to covered employees after 40 
hours of work in a work week. 

For the employee who is paid a sala-
ry for a specified number of hours a 
week, a "regular rate" is obtained by 
dividing the weekly salary by the 
specified number of hours. One-half 
this rate is due to the employee for 
each hour over 40, up to the specified 
number of hours, after which time one 
and one-half the regular rate is due. 

If a salary is paid as straight time 
pay for whatever number of hours are 
worked in a work week, and is large 
enough to provide pay at or above the 
minimum wage rate for the longest 
week reasonably expected to be 
worked by the employee, the regular 
rate is obtained by dividing the salary 
by the total hours worked each week. 
One-half this rate is due for all hours 
worked in excess of 40 in the work-
week. 



MINIMUM WAGE continued 
If a salary is paid on other than the 

weekly basis, the weekly pay must or-
dinarily be determined in order to 
compute the regular rate and the over-
t ime pay . E x a m p l e : if the sa la ry is 
paid for half a month, it should be mul-
tiplied by 24 and the product divided 
by 52 to get the weekly equivalent. A 
monthly salary should be multiplied by 
12 and the product divided by 52. 

Note: The Fair Labor Standards Act 
does not require premium pay for Sat-
urday, Sunday or holiday work, as 
such, or vacation, severance pay or a 
discharge notice. 

TIPPED EMPLOYEES 
New restrictions have been placed on 
Section 3(m) of the Act, which regu-
lates the amount of tips that may be 
applied to the minimum wage. Under 
the new amendments, the law con-
tinues to permit tips to count for an 
amount of up to 50 per cent of the 
applicable minimum wage rate, but 
now requires that such employees 
must be informed by the employer of 
the provisions of the law and permits 
the tip credit only when all tips re-
ceived by such employees are retained 
by them. The amendment does not, 
however, prohibit the pooling of tips 
among employees who have cus-
tomarily and regularly pooled their 
tips in the past. 

GOLF PROFESSIONALS 
Golf professionals are generally not 
considered independent contractors of 
the kind referred to in Section 3(r) by 
the Department of Labor. Such in-
dependent contractors are limited to 
those who perform related activities 
for an enterprise as distinguished from 
those who perform such activities as 
participants in an enterprise. 

The golf professional however, will 
usually qualify for an executive ex-
emption under the law. However, in 
most cases, his employees, including 
his assistants, would be covered under 
the act to the same extent as other em-
ployees of the golf club. 

CADDIES 
Golf cou r se c a d d i e s are usual ly 
engaged to serve the needs of particu-
lar players for substantial periods of 
time, and their services are generally 
directed by, and are of a most immedi-
ate benefit to , the player himself . Ar-
rangements vary from player to player 

and from club to club, but the player, 
in one way or another, is expected to 
pay for the services rendered to him by 
the caddie. Because of these circum-
stances and the lack of applicable 
judicial guidance, the Wage and Hour 
Division is not presently asserting that 
caddies are employees of the golf 
course operator: this is an opinion that 
could change in the future should cir-
cumstances warrant it. However, cad-
dies would not qualify for the exemp-
tion in cases where they are engaged 
by the club to perform such duties as 
maintaining greens, golf shop, or 
locker room. In such cases, an em-
ployment relationship would be con-
sidered to exist, and the operator 
would have to pay the caddie in accor-
dance with the minimum wage and 
overtime pay requirements for the 
hours spent in such activities. 

EQUAL PAY PROVISIONS 
Under the equal pay provisions of the 
act, an employer may not discriminate 
on the basis of sex by paying employ-
ees of one sex at rates lower than he 
pays employees of the opposite sex, in 
the same establishment for doing equal 
work on jobs requiring equal skills, ef-
fort and responsibility when the work 
is performed under similar conditions. 

Wherever a state law requires that a 
woman must be paid daily overtime, 
the same requirement applies to a man 
in the same job. 

EMPLOYMENT OF STUDENTS 
Sec t ion 14 of the Act has been 
amended by the 1970 law to restrict a 
club's ability to employ full-time stu-
dents. The new amendments stipulate 
that such full-time students may be 
paid a minimum wage of $1.60 an 
hour or 85 per cent of the current 
minimum wage, whichever is higher. 
Wi th the excep t ion of vaca t i on 
periods, full-time students working at 
the special minimum wage rates must 
be employed on a part-time basis and 
cannot work more than 20 hours in any 
one work week. 

In addition to the limitation on indi-
vidual hours, the amendments also 
place regulations on the total number 
of students who may be employed by a 
club and the total number of student 
hours worked. 
Clubs employing up to four full-time 
students. A club may employ up to 
four full-time students at the special 
rates without regard to the proportion 

of student hours of employment to the 
total hours worked by all employees of 
the club. However, in order to employ 
even these four students, the club 
would have to certify to the Secretary 
of Labor that their employment will 
not reduce the full-time opportunities 
of non-student employees. 

To employ more than four full-time 
students, the club must now secure a 
special certificate from the Department 
of Labor and adhere to certain restric-
tions on the total number of student 
hours worked. 

Clubs covered prior to the 1974 
amendments can take the greater of the 
following: 

1) Proportion of student hours of 
employment to the total hours of em-
ployment of all employees during the 
preceding 12 months. 

2) The maximum proportion for any 
corresponding month of student hours 
of employment to the total hours of 
employment of all employees at any 
time before the effective date of the 
1974 amendments. 

3) A proportion equal to one-tenth 
of the total hours of employment of all 
employees in the club. 

In the case of a club that has not 
been covered before the 1974 amend-
ments, it may select one of the follow-
ing three, whichever is greatest: 

1) The proportion of hours of em-
ployment of students in the club to the 
total hours of employment of all em-
ployees for the corresponding month 
of the 12-month period immediately 
prior to the ef fect ive date of the 
amendments. 

2) The proportion of student hours 
of employment to the total hours of 
employment of all employees of the 
club for the corresponding month of 
the immediately preceding 12-month 
period. 

3) A proportion equal to one-tenth 
of the total hours of employment of all 
employees of the club. 

RECORDS 
The Fair Labor Standards Act requires 
that certain records be kept by every 
employer, but does not spell out any 
particular form of records. Most of the 
required information is of the kind that 
clubs usually keep in ordinary business 
practices and in complying with other 
laws and regulations. 

Some of the specific record-keeping 
items required by the regulations are 
the following: 1) name of employee in 
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