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In accordance with the requirements of Section 4.52 of Regulations, 29 CFR
Part 4, the prevailing health and welfare fringe benefits issued under the
McNamara O'Hara Service Contract Act (SCA) will be increased on June 1,
2005. As prescribed by the regulations the new benefit rate is derived from the
latest Bureau of Labor Statistics Employment Cost Index (ECI) summary of
Employer Cost for Employee Compensation. Effective June 1, 2005, the new
SCA health and welfare benefit will be $2.87 per hour.

Based on the regulations adopted in 1996, SCA wage determinations (WDs)
have contained two different health and welfare fringe benefit levels — a “low”
level benefit and a “high” level benefit. The low level benefit was updated every
year on June 1, based upon the latest BLS data, and the high level benefit was
grandfathered at $2.56 per hour. In addition to having different benefit levels, the
old high and low health and welfare benefits had different methods for
determining compliance. Compliance with the low level benefit was determined
on an employee-by-employee basis whereas compliance with the high level
benefit was determined based upon the contractor's average fringe benefit cost
for all service employees working on the contract.

Last year, when the BLS publication of Employer Costs for Employee
Compensation indicated that the low benefit rate was about to exceed the
grandfathered high benefit rate of $2.56 per hour, the Wage and Hour Division
announced (All Agency Memorandum Number 197) that it would increase the
fringe benefit rate for all wage determinations but it would retain the two different
methods for determining compliance. That policy will be continued this year.
Effective June 1, 2005, the employee-by-employee benefit will be $2.87 per hour,
or $114.80 per week, or $497.47per month. Also effective June 1, 2005, the
average cost fringe benefit rate will be $2.87 per hour. Consistent with the policy
established in 1996 and continued last year, the average cost fringe benefit wage
determinations will be issued only for those contracts where the formerly
grandfathered ‘high" benefit rate would have applied.






