
29 C.F.R. § 1620.26
Red circle rates.

(a) The term “red circle” rate is used to describe certain unusual, higher than normal, wage rates which are
maintained for reasons unrelated to sex. An example of bona fide use of a “red circle” rate might arise in a
situation where a company wishes to transfer a long-service employee, who can no longer perform his or
her regular job because of ill health, to different work which is now being performed by opposite gender-
employees. Under the “red circle” principle the employer may continue to pay the employee his or her
present salary, which is greater than that paid to the opposite gender employees, for the work both will be
doing. Under such circumstances, maintaining an employee's established wage rate, despite a
reassignment to a less demanding job, is a valid reason for the differential even though other employees
performing the less demanding work would be paid at a lower rate, since the differential is based on a
factor other than sex. However, where wage rate differentials have been or are being paid on the basis of
sex to employees performing equal work, rates of the higher paid employees may not be “red circled” in
order to comply with the EPA. To allow this would only continue the inequities which the EPA was intended
to cure.
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