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CLARIFICATION ON THE EFFECTIVITY OF RULE VII, BOOK Il OF
THE RULESIMPLEMENTING THE LABOR CODE

BWC (DOLE) MEMORANDUM CIRCULAR NO. 3, November 04, 1992
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In the interest of the service, the following provisions of the original Rule VII, Book Il of the Implementing
Rules and Regulations of the Labor Code are hereby declared to be still in force and effect and shall henceforth be
referred to as Rule V1I-A of the same Book:

Rule VII-A

Wages

SECTION 1. Cash Wage — The minimum wage rates prescribed by law shal be basic cash wages without
deducting therefrom whatever benefits, supplements, or allowances which the employees enjoy free of charge
aside from the basic pay. An employer may provide subsidized meals and snacks to his employees provided that
the subsidy shall not be less than 30% of the fair and reasonable value of such facilities. In such case, the
employer may deduct from the wages of the employees not more than 70% of the value of the meals and snacks
enjoyed by the employees, provided that such deduction is with the written authorization of the employees
concerned.

SECTION 2. The term facilities as used in this Rule shall include articles or services for the benefit of the
employee or his family but shall not include tools of the trade or articles or service primarily for the benefit of the
employer or necessary to the conduct of the employer's business.

SECTION 3. Vaue of Facilities — The Department of Labor and Employment, may from time to time, fix in
appropriate issuances the fair and reasonable value of board, lodging, and other facilities customarily furnished by
an employer to his employees both in agricultural and non-agricultural enterprises.

The fair and reasonable value of facilities is hereby determined to be the cost of operation and maintenance,
including adequate depreciation plus reasonable allowance (but not more than 5 1/2% interest on the depreciated
amount of capital invested by the employer); Provided, That if the total so computed is more than the fair renta
value (or the fair price of the commodities or facilities offered for sale), the fair rental value shall be reasonable
cost of the operation and maintenance. The rate of depreciation and depreciated amount computed by the
employer shall be those arrived at under good accounting practices.

The good accounting practices shall not include accounting practices which have been rejected by the Bureau of
Internal Revenue for income tax purposes. The term depreciation shall include obsolescence.

SECTION 4. Acceptance of Facilities — In order that the cost of facilities furnished by the employer may be
charged against an employee, his acceptance of such facilities must be voluntary.

SECTION 5. Payment By Results — (a) On petition of any interested party, or upon its initiative, the Department
of Labor and Employment shall use all available measures, including the use of time and motion studies, an
individual/collective bargaining agreement between the employer and its workers as approved by the Secretary
and consultation with representatives of employers and workers' organizations in tripartite conference called by
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the Secretary, to determine whether the employees in any industry or enterprise are being compensated in
accordance with the minimum wage reguirements of the Rule on wages.

b.

The basis for the establishment of rates for piece, output, or contract work shall be the performance of an ordinary
worker of minimum skill or ability.

C.

An ordinary worker of minimum skill or ability is the average worker of the lowest producing group representing
50% of the total number of employees engaged in similar employment in a particular establishment, excluding
learners, apprentices, and handicapped workers employed therein.

d.

Where the output rates established by the employer do not conform with the standards prescribed herein, or with
the rates prescribed by the Department of Labor and Employment in an appropriate order, the employees shall be
entitled the difference between the amount to which they are entitled to receive under such prescribed standards or
rates and that actually paid them by employer.

SECTION 6. Payment by Results in Government Projects — In government projects, payment of wages by results,
such as payment on pakiao, task, or piece-work basis, may be used by employers; Provided, However, that the
output rates shall be in accordance with the standards prescribed in the immediately preceding Section, whenever
applicable, or with such rates as may be established by the Department of Labor and Employment.

The above Rule VII-A reflects the changes effected by recent legidations. It shall be implemented, whenever
applicable, by concerned offices and agencies in the Department on matters officially brought before them.

For the information and guidance of all concerned.
Adopted: 4 Nov. 1992

(Sgd.) MA. NIEVES CONFESOR
Secretary
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