City Hall
1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No .. 554-5227

BOARD of SUPERVISORS

MEMORANDUM
BUDGET AND FINANCE COMMITTEE
SAN FRANCISCO BOARD OF SUPERVISORS
TO:

Supervisor Malia Cohen, Chair
Budget and Finance Committee

FROM:

Linda Wong, Assistant Clerk

·DATE:

September 21, 2018

SUBJECT:

COMMITTEE REPORT, BOARD MEETING
Tuesday, September 18, 2018

The following file should be presented as a COMMITTEE REPORT at the Board meeting on
Tuesday, September 25, 2018, at 2:00 p.m. This item was acted upon at the Committee
Meeting on Thursday, September 20, 2018, at 10:00 a.m., by the votes indicated.

Item No. 47

File No. 170297

Ordinance amending the Administrative Code to increase the minimum hourly
compensation rate for employees of City contractors other than nonprofit
corporations or public entities to $17.00 per hour and followed thereafter by
annual cost-of-living increases; to increase the minimum hourly compensation
rate for employees under contracts with nonprofit corporations and public entities
to minimum wage; and to require that City contractors pay the minimum hourly
compensation rate to employees who perform any work funded under an
applicable contract with the City.
AMENDED, AMENDMENT OF THE WHOLE, BEARING SAME TITLE
RECOMMENDED AS AMENDED AS A COMMITTEE REPORT
Vote: Supervisor Malia Cohen - Aye
Supervisor Sandra Lee Fewer - Aye
Supervisor Catherine Stefani - Aye
c:

Board of Supervisors
Angela Calvillo, Clerk of the Board
Jon Givner, Deputy City Attorney
Alisa Somera, Legislative Deputy Director

AMENDED IN COMMITTEE
9/20/18
FILE NO. 170297

LEGISLATIVE DIGEST
[Administrative Code - Increasing the Minimum Compensation Hourly Rate]
Ordinance amending the Administrative Code to increase the minimum hourly
compensation rate for employees of City contractors other than nonprofit corporations
or public entities to $17.00 per hour and followed thereafter by annual cost-of-living
increases; to increase the minimum hourly compensation rate for employees under
contracts with nonprofit corporations and public entities to minimum wage; and to
require that City contractors pay the minimum hourly compensation rate to employees
who perform any work funded under an applicable contract with the City.
Existing Law
The Minimum Compensation Ordinance ("MCO") generally requires City contractors to
provide their covered employees with no less than the MCO hourly compensation rate. The
MCO covers most City service contractors, as well as those who hold leases or ·perform work
at San Francisco International Airport.
·
For contracts and contract amendments with parties other than Nonprofit Corporations or
public entities, the MCO hourly gross compensation is currently is the minimum wage, which
increased to $15 per hour on July 1, 2018. That hourly rate applies to employees of City
contractors who work in San Francisco. The hourly gross compensation under the MCO for
airport workers and other employees who work outside San Francisco is currently $14.02.
From 2004 through 2015, the MCO hourly compensation rate was, on average, $1.86 per
hour higher than the minimum wage.
To be a "Covered Employee" under the MCO, the employee of a contractor must generally
perform at least four hours per week during a pay period on work funded by the contract with
the City within the geographic boundaries of the City or on City-owned or controlled property,
or ten hours per week if the work is performed elsewhere in the United States and not on Cityowned or controlled property.
Amendments to Current Law
For contracts and contract amendments, hourly gross compensation would be as follows:
•

Beginning on November 3, 2018 or the effective date of the ordinance, whichever is
later, an hourly gross compensation of $17.00 for employees under City contracts
under jurisdiction of the airport and employees of City contractors other than nonprofit
corporations or public entities. Beginning on July 1, 2019, the hourly gross
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AMENDED IN COMMITTEE:
9/20/18
FILE NO. 170297

•

compensation rate would increase by the prior year's increase, if any, in the Consumer
Price Index.
Beginning on November 3, 2018 or the effective date of the ordinance, whichever is
later, employees under City contracts with nonprofit corporations or public entities
would receive the minimum wage as set forth in Administrative Code Section 12R.4.

This ordinance would expand the definition of"Covered Employee" such that an employee
would be "covered" by the MCO if he or she performed any work funded by a contract with the
City during a pay period.

n:\legana\as2018\1700496\01304226.docx
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BUDGET AND FINANCE COMMITIEE MEETING

Item 12
File 17-0297

SEPTEMBER 20, 2018

Department:
Office of Labor Standards Enforcement

This item was continued from the September 13, 2018 Budget & Finance Meeting
EXECUTIVE SUMMARY
Legislative Objectives
•

File 17-0297 is an ordinance amending .Administrative Code Section 12P to (1) set the
minimum hourly compensation rate for employees of City contractors, other than
nonprofit corporations or public entities, at $17.00 per hour and to provide for annual
cost of living increases; and (2) to increase the minimum hourly compensation rate for
employees under contracts with nonprofit corporations and public entities to minimum
wage.
Key Points

•

The City's Minimum Compensation Ordinance requires City contractors to pay their
covered employees no less than the minimum hourly compensation rate and provide 12
days of paid time off each year. The proposed ordinance would increase the minimum
compensation to $17 per hour, or $2.00 per hour more than the minimum wage in FY
2018-19 of $15 per hour, for employees of for-profit businesses that have contracts and
leases with the City. The increase in minimum compensation would go into effect on
November 3, 2018, or on approval of the ordinance, whichever is later. In future years, the
minimum compensation rate would increase on July 1 by the Consumer Price Index (CPI).

•

The proposed ordinance clarifies that employees of nonprofit organizations, including InHome Supportive Service (IHSS) employees, are covered by the San Francisco minimum
wage set by Administrative Code Section 12R.4, which is $15 per hour as of July 1, 2108.
Fiscal Impact

•

,The increase in the mfr1imum compensation to employees of City contractors and
leaseholders could increase the costs of City contracts or reduce revenues from leases if
these costs were passed through to .the City when contracts and leases are amended or
renewed. However, whether such costs would be passed through or the pote,ntial amount
of the passed-through costs is not known.
Recommendation

•

Approval of the proposed ordinance. as amended is a policy matter for the Board of
Supervisors.
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MANDATE STATEMENT

~

City Charter Section 2.105 states that the Board of Supervisors shall ·act only by written
ordinance or resolution.
Administrative Code Section 12P, known as the "Minimum Compensation Ordinance", requires
City contractors to pay minimum compensation to employees.

BACKGROUND
The City currently has a Minimum Compensation Ordinance that requires City contractors to
provide their covered employees with no less than the minimum hourly compensation rate. The
Minimum Compensation Ordinance was adopted by the Board of Supervisors in August 2000
and covers City contracts with nonprofit corporations, public entities and for-profit companies.
Covered contracts include: professional services, construction, grants, Airport leases (including
concession leases), and subcontracts.
The Minimum Compensation Ordinance requires covered contractors to:
•

Pay a minimum wage to all covered employees

1

who work at least 4 hours per week;

and
•

Provide 12 days of paid holidays and other leave per year if the employee works full
time for one year.

The Minimum Compensation Ordinance set the original minimum wage at $9 per hour,
increasfng by 2.5 percent per year through 2005. The Board of Supervisors amended the
Minimum Compensation Ordinance in 2007 to require annual Consumer Price Index (CPI}
adjustments to the minimum wage on January 1 of each year. The minimum wage required by
the Minimum Compensation Ordinance as of July 1, 2018 is $15.00 per hour, which is the same
2
as the San Francisco minimum wage required of all employers located in San Francisco.
While employees of nonprofit organizations and public entities are covered by the Minimum
Compensation Ordinance, the Minimum Compensation Ordinance states that the City will fund
wage inereases to contracts with nonprofit organizations and public entities only if "sufficient
funds" are available. According to the Minimum Compensation Ordinance, a finding of
"sufficient funds" shall mean that the City will not be required to reduce services in order to
pay the wage increase. The minimum wage for employees of nonprofit organizations and public
entities having contracts with the City is currently $14 per hour, consistent with the minimum
wage for all employees of San Francisco businesses.

1

Exempted employees include summer interns and participants in after-school programs, trainees and disabled
workers as defined by federal regulations, and volunteers
2
The minimum wage required by the MCO applies only to employees of City contractors, as defined by
Administrative Code Section. 12P. In addition, San Francisco voters approved a minimum wage that applies to all
San Francisco employers. In November 2014, the voters approved Proposition J, raising the San Francisco minimum
wage to $15 per hour by 2018.
BUDGET AND LEGISLATIVE ANALYST
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SEPTEMBER 20, 2018

DETAILS OF PROPOSED LEGISLATION
·File 17-0297 is an ordinance amending Administrative Code Section 12P to {1) set the minimum ·
hourly compensation rate for employees of City contractors, other than nonprofit corporations
or public entities, at $17.00 per· hour and to provide for annual cost of living increases; anq (2)
to increase the minimum hourly compensation rate for employees under contracts with
nonprofit corporations and public entities to minimum wage.

The proposed ordinance would increase the minimum compensation to $17 per hour, or $2.00
per hour more than the minimum wage in FY 2018-i9 of $15 per hour, for employees of forprofit businesses that have contracts and leases with the City. The increase in minimum
compensation would go into effect on November 3, 2018, or on approval of the ordinance,
whichever is later. In future years, the minimum compensation rate would increase on July 1 by
the Consumer Price Index {CPI).
The proposed ordinance clarifies that employees of nonprofit organizations, including In-Home
Supportive Service {IHSS) employees, are covered by the San Frandsco minimum wage set by
Administrative Code Section 12R.4, which is $15 per hour as of July 1, 2108.
Other Provisions

The proposed ordinance would remove the requirement that employees covered by the
Minimum Compensation Ordinance work a minimum of 4 hours per week. All employees
working on a City contract would be covered by the MCO regardless of the hours worked. 3

FISCAL IMPACT
The increase in the minimum compensation to employees of City contractors and leaseholders
could increase the costs of City contracts or reduce revenues from leases if these costs were
passed through to the City when contracts and leases are amended or renewed. However,
whether such costs would be passed through or the potential amount of the passed-through
costs is not known.

RECOMMENDATION
Approval of the proposed ordinance as amended is a policy matter for the Board of Supervisors.

3

Currently, employees working on a City contract but located in the United States outside of City-owned property
must work a minimum of 10 hours per week to be covered by the MCO. The proposed legislation removes this
provision so that all employees working on a City contract, regardless of the number of hours worked, would be
covered by the MCO .
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Costs were estimated for two groups of affected workers:
1. Approximately 20,000 IHSS workers.
The cost is estimated on the wage increase from $15.00 to $16.86, adjusted for
state formula funding provided to the City.
Under the current MCO, the value of PTO (paid time off) counts toward the IVICO
wage. The ordinance under consideration (file 170538) would require that the
value of PTO be in addition to the hourly wage. Including wages in lieu of PTO
·would raise the wage to $17.64 ($15.00 + $1.86 + $0.78).
2. Approximately 1, 700 FTEs at organizations with contracts at the Department of
Public Health and approximately 500 childcare workers.·
The cost is estimated on the .wage .increase from $15.00 to $16.86 for affected
FTEs, and an additional adjustment for wage compression. Does not include
wage-related benefit costs such as employer social security taxes (6.2%).
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City Hall
l Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

MEMORANDUM
TO:

Jaci Fong, Director, Office of Contract Administration
Mawuli Tugbenyoh, Office of the Mayor
Ben Rosenfield, City Controller, Office of the Controller
Ivan Satero, Director, San Francisco International Airport

FROM:

Linda Wong, Assistant Clerk, Budget and Finance Committee

DATE:

May 1, 2017

SUBJECT:

LEGISLATION INTRODUCED

The Board of Supervisors' Budget and Finance Committee has received the following
substituted legislation:
File No. 170297
Ordinance amending the Administrative Code to increase the minimum
hourly compensation rate for employees of City contractors other than
nonprofit corporations or public entities to $15.86 per hour on July 1, 2017,
$16.86 per hour on July 1, 2018, and followed thereafter by annual cost-ofliving increases; and to require that City contractors pay the minimum
hourly compensation rate to employees who perform any work funded
under an applicable contract with the City.
If you have any comments or reports to be included with the file, please forward them to
me at the Board of Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place,
San Francisco, CA 94102.

c:

Todd Rydstrom, Office of the Controller

Wong, Linda (BOS)
From:
Sent:
To:
Cc:
Subject:

Attachments:

Wong, Linda (BOS)
Monday, May 01, 2017 4:09 PM
Fong, Jaci (ADM); Tugbenyoh, Mawuli (MYR); Rosenfield, Ben (CON); Ivar Satero (AIR)
'Domingo, Kofa (ADM)'; Rydstrom, Todd (CON); Cathy Widener (AIR)
File No. 170297 - REFERRAL FROM BOARD OF SUPERVISORS (Budget & Finance
Committee)
170297.pdf

Good afternoon,
Supervisor Sheehy introduced the attached substitute ordinance, which is being sent to you for informational
purposes. If you have any comments or reports to be included with the file, please respond to this email or
forward them to me at the address listed below.
File No. 170297

Ordinance amending the Administrative Code to increase the minimum hourly
compensation rate for employees of City contractors other than nonprofit corporations
or public entities to $15.86 per hour on July 1, 2017, $16.86 per hour on July 1, 2018, and
followed thereafter by annual cost-of-living increases; and to require that City
contractors pay the minimum hourly compensation rate to employees who perform any
work funded under an applicable contract with the City.
Sincerely,
Linda Wong
Board of Supervisors
1 Dr. Carlton B. Goodlett Place, City Hall, Room 244
San Francisco, CA 94102-4689
Phone: 415.554.7719 J Fax: (415) 554-5163
Linda.Wong(a),sfgov.org I www.sfbos.org

Please complete a Board of Supervisors Customer Service Satisfaction form by clicking here.
The Legislative Research Center provides 24-hour access to Board of Supervisors legislation, and
archived matters since August 1998.

Disclosures: Personal inftmnation that is provided in communications to the Board ofSupervisors is subject to
disclosure under the Cal(fornia Public Records Act and the San Francisco Sunshine Ordinance. Personal
information provided will not be redacted. Members of the public are not required to provide personal
identifj!fng il1formation when they communicate ·with the Board ofSupervisors and its committees. All written or
oral communications that members of the public submit to the Clerk's Qfj1ce regarding pending legislation or
hearings will be made available to all members of the public for inspection and copying. The Clerk's Office
does not redact any i11formationfi-om these submissions. This means that personal iriformation-including
names, phone numbers, addresses and similar in.formation that a member of the public elects to submit to the
Board and its committees-may appear on the Board of Supervisors website or in other public documents that
members of the public may inspect or copy.

1
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City Hall
1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
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MEMORANDUM
TO:

Jaci Fong, Director, Office of Contract Administration
Mawuli Tugbenyoh, Office of the Mayor
Ben Rosenfield, City Controller, Office of the Controller
John Martin, Director, San Francisco International Airport

FROM:

Linda Wong, Assistant Clerk, Budget and Finance Sub-Committee

DATE:

April 3, 2017

SUBJECT: . LEGISLATION INTRODUCED
The Board of Supervisors' Budget and Finance Sub-Committee has received the
following proposed legislation:

File No. 17.0297
Ordinance amending the Administrative Code to increase the mm1mum
hourly compensation rate for employees of City contractors other than
nonprofit corporations or public entities to $15.86 per hour on July 1, 2017,
$16.86 per hour on July 1, 2018, and followed thereafter by annual cost-ofliving increases.
If you have any comments or reports to be included with the file, please forward them to
me at the Board of Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place,
San Franciscq, CA 94102.

c:

Kofo Domingo, Office of Contract Administration
Todd Rydstrom, Office of the Controller
Cathy Widener, San Francisco International Airport

Wong, Linda (BOS)
From:
Sent:

To:
Cc:

Subject:
Attachments:

Wong, Linda (BOS)
Monday, April 03, 2017 3:13 PM
Fong, Jaci (ADM); Tugbenyoh, Mawuli (MYR); Rosenfield, Ben (CON); 'John Martin (AIR)'
Domingo, Kofo (ADM); Rydstrom, Todd (CON); Cathy Widener (AIR)
File No. 170297 - REFERRAL FROM BOARD OF SUPERVISORS (Budget & Finance Subcommittee)
170297.pdf

Good afternoon,
Attached is a referral for BOS File No. 170297, which is being sent to you for informational purposes. If you
have any comments or reports to be included with the file, please respond to this email or forward them to
me at the address listed below.
File No. 170297
Ordinance amending the Administrative Code to increase the minimum hourly compensation rate for
employees of City contractors other than nonprofit corporations or public entities to $15.86 per hour
on July 1, 2017, $16.86 per hour on July 1, 2018, and followed thereafter by annual cost~of-living
increases.

Sincerely,
Linda Wong.
Board of Supervisors
1 Dr. Carlton B. Goodlett Place, City Hall, Room 244
San Francisco, CA 94102-4689
Phone: 415.554.7719 I Fax: (415) 554-5163
Linda.Wong@sfgov.orgIwww.sfbos.org

Please complete a Board of Supervisors Customer Service Satisfaction form by clicking here.
The Legislative Research Center provides 24-hour access to Board of Supervisors,legislation, and
archived matters since August 1998.

Disclosures: Personal iriformation that is provided in co1nmunications to the Board ofSupervisors is su~ject to
disclosure under the California Public Records Act and the San Francisco Sunshine Ordinance. Personal
·information provided will not be redacted. Members of the public are not required to provide personal
identifYing in.formation when they communicate with the Board of Supervisors and its committees. All written or
oral communications that members of the public submit to the Clerk's Office regarding pending legislation or
hearings will be made available to all members of the public for imi]Jection and copying. The Clerk's Office
does not redact any i71formationfi·om these submissions. This means that personal iriformation-including
names, phone numbers, addresses and similar information that a member of the public elects to submit to the
Board and its committees-may appear on the Board ofSupervisors website or in other public documents that
members of the public may inspect or copy.

1

Wong, Linda (BOS)
From:
Sent:
To:
Subject:

Somera, Alisa (BOS)
Friday, September21, 20181:05 PM
Goossen, Carolyn (BOS); Jacobo, Jon (BOS); Wong, Linda (BOS)
RE: adding Supervisor Ronen as a co-sponsor to 170297- Increasing the MCO for for..:profit
workers

Linda ... please process the below request for co-sponsorship of File No. 170297.
Carolyn ... do you also want to be added as a co-sponsor to the duplicate File No. 170538?
From: Goossen, Carolyn {BOS)

Sent: Friday, September 21, 2018 12:54 PM
To: Jacobo, Jon {BOS) <jon.jacobo@sfgov.org>
Cc: SC?mera, Alisa (BOS) <alisa.somera@sfgov.org>
Subject: adding Supervisor Ronen as a co-sponsor to 170297- Increasing the MCO for for-profit workers

Please add Supervisor Ronen as a co-sponsor. Thanks!
Carolyn
Carolyn Ji Jong Goossen
~-=r-tt:t
Chief of Staff
Supervisor Hillary Ronen
City Hall
1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco, CA 94102-4689
Phone: 415-554-7729
Email: carolyn.goossen@sfgov.org

1

Lew, Lisa (BOS)
From:
Sent:
To:
Subject:

Boilard, Chelsea (BOS)
Monday, May 15, 2017 4:17 PM
BOS Legislation, (BOS)
File 170297-- Co-Sponsor

Categories:

170297

Hello,
I am writing to request that Supervisor Fewer be added as a co-sponsor of File 170297, Administrative Code-Increasing
the Minimum Compensation Hourly Rate.
Please let me know if you need any further information.
Thanks,
Chelsea

Chelsea Boilard
Legislative Aide
Office of Supervisor Sandra Lee Fewer, District 1
City Hall, Room 280
chelsea.boilard@sfgov.org I (415) 554-7413
Click here to receive Supervisor Fewer's email newsletter!
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1. For reference to Committee. (An Ordinance, Resolution, Motion, or Charter Amendment)

D

2. Request for next printed agenda Without Reference to Committee.

D

3. Request for hearing on a subject matter at Committee.

D

4. Request for letter beginning "Supervisor

D

5. City Attorney request.

D

6. Call File No. !.______~_____.! from Committee.

D

7. Budget Analyst request (attach written motion).

~

8. Substitute Legislation File No.

D

9. Reactivate File No.I._...~--~-_.

D

inquires"

'~1~70_2_9_7_ _ _~

10. Question(s) submitted for Mayoral Appearance before the BOS on
'--~~~~~~~~~~~~~-'

Please check the appropriate boxes. The proposed legislation should be forwarded to the following:
D Small Business Commission
D Youth Commission .
D Ethics Commission

D Planning Commission

D Building Inspection Commission

Note: For the Imperative Agenda (a resolution not on the printed agenda), use a Imperative Form.
Sponsor(s):

lsheehy, Kim
Subject:

Administrative Code -- Increasing the Minimum Compensation Hourly Rate
The text is listed below or attached:

Please see attached.
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I hereby submit the following item for introduction (select only one):
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1. For reference to Committee. (An Ordinance, Resolution, Motion, of Cl'iafter :Amendmenzy----

D

2. Request for next printed agenda Without Reference to Committee.

D

3. Request for hearing on a subject matter at Committee.

D

4. Request for letter beginning "Supervisor

D

5. City Attorney request.

D

6. Call File No.

D

7. Budget Analyst request (attach written motion).

D

8. Substitute Legislation File No.

inquires"

from Committee.

'-------~

D
D

9. Reactivate File No.

~I-----~

10. Question(s) submitted for Mayoral Appearance before the BOS on
~-------------~

Please check the appropriate boxes. The proposed legislation should be forwarded to the following:
D Small Business Commission
D Youth Commission
D Ethics Commission

D Planning Commission

D

Building Inspection Commission

Note: For the Imperative Agenda (a resolution not on the printed agenda), use a Imperative Form.
Sponsor(s):
!supervisors Sheehy, Kim

Subject:
Administrative Code - Increasing the Minimum Compensation Hourly Rate

The text is listed below or attached:
Ordinance amending the Administrative Code to increase the minimum hourly compensation rate for employees of
City contractors other than nonprofit corporations or public entities to $15.86 per hour on July 1, 2017, $16.86 per
hour on July 1, 2018, and followed thereafter by annual cost-of-living increases.

For Clerk's Use Only:
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BUDGET AND FINANCE COMMITTEE MEETING

Item 13
File 17-0297

SEPTEMBER

13, 2018

Department:

Office of Labor Standards Enforcement

This item was continued at the April 26, 2018 Budget and Finance Committee meeting to the
call of the chair.

EXECUTIVE SUMMARY
Legislative Objectives
•

File 17-0297 is an ordinance. amending Administrative Code Section 12P to set the

minimum hourly compensation rate for employees of City contractors, other than
nonprofit corporations or public entities, at $16~86 per hour on July 1, 2018.
•

•

•

•

•
•

Key Points
The City's Minimum Compensation ·ordinance requires City contractors to pay their
covered employees no less than the minimum hourly compensation rate and provide 12
days of paid time off each year. The proposed ordinances would set the hourly minimum
compensation rate at $16.86 per hour as of July 1, 2018, which is a $1.86 more than the
City's minimum wage for all employees of $15.00 per hour.
Currently, employees of nonprofit organizations and public entities having contracts with
the City are subject to the Minimum Compensation Ordinance if "sufficient funds" are
available. File 17-0297 sets the minimum hourly compensation rate for employees of
nonprofit corporations and public entities having contracts with the City at the minimum
wage rate required for employees of all San Francisco businesses.
Although the proposed ordinance provides for minimum compensation to increase to
$15.86 as of July 1, 2017, the proposed ordinance is not retroactive.
Fiscal Impact
The increase in the minimum compensation to employees of City contractors and
· leaseholders could increase the costs of City contracts or reduce revenues from leases if
these costs were passed through to the City when contracts and leases are amended or
renewed. However, whether such costs would be passed through or the potential amount
of the passed-through costs is not known.
Recommendations
Amend the proposed ordinance to clarify that implementation of the minimum hourly
compensation rate is not retroactive.
Approval of the proposed ordinance as amended is a policy. matter for the Board of
Supervisors.
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MANDATE STATEMENT
City Charter Section 2.105 states that the Board of Supervisors shall act only by written
ordinance or resolution.
Administrative Code Section 12P, known as the ."Minimum Compensation Ordinance", requires
City contractors to pay minimum compensation to employees.

BACKGROUND
The City currently has a Minimum Compensation Ordinance that requires City contractors to
provide their covered employees with no less than the minimum hourly compensation rate. The
Minimum Compensation Ordinance was adopted by the Board of Supervisors in August 2000
and covers City contracts with nonprofit corporations, public entities and for-profit companies.
Covered contracts include: professional services, construction, grants, Airport leases (including .
concession leases), and subcontracts.
The Minimum Compensation Ordinance requires covered contractors to:
•

Pay a minimum wage to all covered employees

1

who work at least 4 hours per week;

and
•

Provide 12 days of paid holidays and other leave per year if the employee works full
time for one year.

The Minimum Compensation Ordinance set the original minimum wage at $9 per hour,
increasing by 2.5 percent per year through 2005. The Board of Supervisors amended the
Minimum Compensation Ordinance in 2007 to require annual Consumer Price Index (CPI)
adjustments to the minimum wage on January 1 of each year. The minimum wage required by
the Minimum Compensation Ordinance as of July 1, 2018 is $15.00 per hour, which is the same
2
as the San Francisco minimum wage required of all employers located in San Francisco.
While employees of nonprofit organizations and public entities are covered by the Minimum
Compensation Ordinance, the Minimum Compensation Ordinance states that the City will fund
wage increases to contracts with nonprofit organizations and public entities only if "sufficient
funds" are available. According to the Minimum Compensation Ordinance, a finding of
"sufficient funds" shall mean that the City will not be required to reduce services in order to
pay the wage increase. The minimum wage for employees of nonprofit organizations and public
entities having contracts with the City is currently $14 per hour, consistent with the minimum
wage for all employees of San Francisco businesses.

1

Exempted employees include summer interns and participants in after-school programs, trainees and disabled
workers as defined by federal regulations, and volunteers
2
. The minimum wage required by the MCO applies only to employees of City contractors, as defined by
Administrative Code Section 12P. In addition, San Francisco voters approved a minimum wage that applies to all
San Francisco employers. In November 2014, the voters approved Proposition J, raising the San Francisco minimum
wage to $15 per hour by 2018.
BUDGET AND LEGISLATIVE ANALYST
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DETAILS OF PROPOSED LEGISLATION
The May 4, 2017 Budget and Finance Committee considered an ordinance setting the minimum
compensation hourly rate at $15'.86 per hour on July 1, 2017, and $16.86 per hour on July 1,
2018 (File 17-0297}. File 17-0297 was duplicated and amended in committee. File 17-0297 and
the duplicated file (File 17-0538} were continued to the call of the chair at the April 26, 2018
Budget and Finance Committee meeting.
File 17-0297 is an ordinance amending Administrative Code Section 12P to set the minimum
hourly compensation rate for employees of City contractors, other than nonprofit corporations
· or public entities, at $16.86 per hour on July 1, 2018. The hourly compensation rate would be
adjusted on July 1 of each following year by the CPI.

The proposed ordinance sets the minimum hourly compensation rate for employees of
nonprofit corporations and public entities having contracts with the City at the minimum wage
3
rate required for employees of all San Francisco businesses.
Other Provisions

· The proposed ordinance would remove the requirement that employees covered by the
Minimum Compensation Ordinance work a minimum of 4 hours per week. All. employees
4
working on a City contract would be covered by the MCO regardless of the hours worked.
The proposed ordinance provides for minimum compensation to increase to $15.86 per hour
on July 1, 2017. However, the proposed ordinances are not retroactive; therefore, if the Board
of Supervisors approves the proposed ordinance, the hourly minimum compensation of $16.86
would go into effect after Board of Supervisors approval.

FISCAL IMPACT
The increase in the minimum compens.ation to employees of City contractors and leaseholders
could increase the costs of City contracts or reduce revenues frorn leases if these. costs were
passed through to the City when contracts and leases are amended 6r renewed. However,
whether such costs would be passed through or the potential amount of the passed-through
costs is not known.

RECOMMENDATIONS

1. Amend the proposed ordina.nces to clarify that implementation of the minimum hourly
rate under the minimum compensation ordinance is not retroactive.
2. Approval of the proposed ordinance as amended is a policy matter for the Board of
Supervisors.
3

The ordinance does not change the existing Administrative Code provisions for the Mayor to report to the Board
of Supervisors on funding CPI increases in the proposed budget for City contracts with nonprofit corporations and
entities.
4
Currently, employees working on a City contract but located in the United States outside of City-owned property
must work .a minimum of 10 hours per week to be covered by the .MCO. The proposed legislation removes this
provision so that all employees working on a City contract, regardless of the number of hours worked, would be
covered by the MCO.
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Items 7 and 8
Files 17-0297 and 17-0538

APRIL

26, 2018

Department:

Office of Labor Standards Enforcement

{Continued from April 12, 2018}
EXECUTIVE SUMMARY
Leglslative Objectives
•

File ·17-0297 is an ordinance amending Administrative Code Section 12P to set the
minimum hourly compensation rate for employees of City contractors, other than
nonprofit corporations or public entities, at $16.86 per hour on July 1, 2018.,

•

File 17-0538 is an ordinance amending Administrative Code Section 12P for to set the

minimum hourly compensation rate for employees of City . contractors, including
employees of nonprofit corporations and public entities, at $16.86 per hour on July 1,

2018.
Key Points

•

The City's Minimum Compensation Ordinance requires City contractors to pay their
covered employees no less than the minimum hourly compensation rate and provide 12
days of paid time off each year. The proposed ordinances would set the hourly minimum
compensation rate at $16.86 per hour as of July 1, 2018, which is a $1.86 more than the
City's minimum wage for employees of all businesses in San Francisco of $15.00 per hour.

•

Currently, employees of nonprofit organizations and public entities having contracts with
the City are subject to the Minimum Compensation Ordinance if "sufficient funds" are
available. File 17-0297 sets the minimum hourly compensation rate for employees of
nonprofit corporations and public entities having contracts with the City at the minimum
wage rate required for employees of all San Francisco businesses. File 17-0538 applies the
minimum compensation of $16.86 per hour to all employees of nonprofit organizations
and public entities that have contracts with the City.

•

Although the proposed ordinance provides for minimum compensation to i.ncrease to
$15.86 as of July 1, 2017, the proposed ordinance is not retroactive.
Fiscal Impact

•

According to the Controller's Office, the estimated cost to the City to apply the minimum
compensation of $16.86 per hour (or $1.86 per hour above the minimum wage) to
nonprofit and public contracts (File 17-0538) is $44 million in FY 2o'18-19. If the Board of
Supervisors were to approve a minimum compensation amount of less than $1.86 per
hour above the minimum wage, the costs to the City would be less, ranging from $18
million for an increase of $0.50 per hour.to $38 million for an increase of $1.50 per hour.
Recommendations

•

Amend the proposed ordinances to clarify that the approval of the minimum
compensation rate is not retroactive.

•

Approval of the proposed ordinances as amended is a policy matter for the Board of
Supervisors.
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MANDATE STATEMENT
City Charter Section 2.105 states that the Board of Supervisors shall act only by written
ordinance or resolution.
Administrative Code Section 12P, known as the "Minimum Compensation Ordinance", requires
City contractors to pay minimum compensation to employees.

BACKGROUND
The City currently has a Minimum Compensation Ordinance that requires City contractors to
provide their covered employees with no less than the minimum hourly compensation rate. The
Minrmum Compensation Ordinance was adopted by the Board of Supervisors in August 2000
and covers City contracts with nonprofit corporations, public entities and for-profit companies.
Covered contracts include: professional services, construction, grants, Airport leases (including
concession leases), and subcontracts.
The Minimum Compensation Ordinance requires covered contractors to:
1

•

Pay a minimum wage to all covered employees
and

who work at least 4 hours per week;

•

Provide 12 days of paid holidays and other leave per year if the employee works full
time for one year.

The Minimum Compensation Ordinance set the original minimum wage at $9 per hour,
increasing by 2.5 percent per year through 2005. The Board of Supervisors amended the
Minimum Compensation Ordinance in 2007 to require annual Consumer Price Index (CPI)
adjustments to the minimum wage on January 1 of each year. The minimum wage required by
the Minimum Compensation Ordinance as of January 1, 2018 is $14.02.per hour, which is $0.02
per hour more than the San Francisco minimum wage required of all employers located in .San
2
Francisco of $14.00.
While employees of nonprofit organizations and public entities are covered by the Minimum
Compensation Ordinance, the Minimum Compensation Ordinance states that the City will fund
wage increases to contracts with nonprofit organizations and public entities only if "sufficient
funds" are available. According. to the Minimum Compensation Ordinance, a finding of
"sufficient funds" shall mean that the City will not be required to reduce services in order to
pay the wage increase. The minimum wage for employees of nonprofit organizations and public
entities having contracts with the City is currently $14 per hour, consistent with the minimum
wage for all employees of San Francisco businesses.
·

1

Exemptetj employees include summer interns and participants in after-school programs, trainees and disabled
workers as defined by federal regulations, and volunteers
2
The minimum wage required by the Minimum Compensation Ordinance applies only to employees of City
contractors, as defined by Aclministrative Code Section 12P. In addition, San Francisco voters approved a minimum
wage that applies to all San Francisco employers. In November 2014, the voters approved Proposition J, raising the
San Francisco minimum wage to $15 per hour by 2018.
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DETAILS OF PROPOSED LEGISLATION
The May 4, 2017 Budget and Finance Committee considered an ordinance setting the minimum
compensation hourly rate at $15.86 per hour on July 1, 2017, and $16.86 per hour on July 1,
2018 (File 17-0297}. File 17-0297 was duplicated and amended in committee. File 17-0297 was
re-referred to committee by the Board of Supervisors at the May 16, 2017 meeting. The
duplicated file - File 17-0538 - was continued to the call of the chair at the May 11, 2017
Budget and Finance Committee meeting.
File 17-0297 is an ordinance amending Administrative Code Section 12P to set the minimum
hourly compensation rate for employees of City contractors, other than nonprofit corporations
or public entities, at $16.86 per hour on July 1, 2018. The hourly compensation rate would be
adjusted on July 1 of each following year by the CPI.

The proposed ordinance sets the minimum hourly compensation rate for employees of
nonprofit corporations and public entities having contracts with the City at the minimum wage
3
rate required for employees of all San Francisco businesses.
File 17-0538 is an ordinance amending Administrative Code Section 12P for employees of City
contractors, including employees of nonprofit corporations and public entities, at $16.86 per
hour on July 1, 2018. The hourly compensation rate would be adjusted on July 1 of each
following year by the CPI.

Other Provisions
File 17-0297 and File 17-0538 would remove the requirement that employees covered by the
Minimum Compensation Ordinance work a minimum of 4 hours per week. All employees
working· on a City contract would be covered by the Minimum Compensation Ordinance
4
regardless of the hours worked.
File 17-0297 and File 17-0538 both provide for minimum compensation to increase to $15.86 ·
per hour on July 1, 2017. However, the proposed ordinances are not retroactive; therefore, if .
the Board of Supervisors approves the proposed orqinance, the hourly minimum compensation
of $16.86 would go into effect on July 1, 2018.

FISCAL IMPACT
File 17-0538

Currently, nonprofit and public contractors with the City pay the minimum wag~, which is
$15.00 per hour as of July 1, 2018. The proposed ordinance would require nonprofit and public

3

The ordinance does not change the existing Administrative Code provisions for the Mayor to report to the Board
of Supervisors on funding CPI increases in the proposed budget for City contracts with nonprofit corporations and
entities.
4
Currently, employees working on a City contract but located in the United States outside of City-owned property
must work a minimum of 10 hours per week to be covered by the MCO. The proposed legislation removes this
provision so that all employees working on a City contract, regardless of the number of hours worked, would be
covered by the Minimum Compensation Ordinance.
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contractors with the City to pay minimum compensation of $16.86 per hour as of July 1, 2018,
or $1.86 per hour more than the minimum wage of $15.00 per hour.
According to estimates by the Controller's Office, the estimated cost to the City to apply the .
minimum compensation of $16.86 per hour (or $1.86 per hour above the minimum wage) to
nonprofit and public contracts is $44 million in FY 2018-19; as shown in the Table below. If the
Board of Supervisors were to approve a minimum compensation amount of less than $1.86 per
hour above the minimum wage, the costs to the City would be less, ranging from $18 million for
an increase of $0.50 to $38 miilion for an of $1.50, as shown in the Table below.
Table: Estimated Costs of Minimum Compensation for Nonprofit and Public Contract
Employees in FY 2018-19
Hourly Rate Above Minimum Wage·
$1.00
$1.50

$0.50

In Home Supportive Services - Wage Increase
In Home Supportive Services - Paid Time Off
Nonprofit Providers - City's Direct Contract Cost
Total

$1.86

$6,000,000
9,000,000

$12,000,000
9,000,000

$18,000,000
9,000,000

$22,000,000
9,000,000

3,000,000

700,000

11,000,000

13,000,000

$18,000,000

$21,700,000

$38,ooo;ooo . $44,000,000

Source: Controller

RECOMMENDATIONS
1. Amend the proposed ordinances to clarify that the approval of the minimum
compensation rate is not ·retroactive.
2. Approval of the proposed ordinances as amended is a policy matter for the Board of
Supervisors.
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Department:

Office of Labor Standards Enforcement

Legislative Objectives
•

File 17-0297 is an ordinance amending Administrative Code Section 12P to set the

minimum hourly compensation rate for employees bf City contractors, other than
nonprofit corporations or public entities, at $16.86 per hour on July 1, 2018.
•

File 17-0538 is an ordinance amending Administrative Code Section 12P for to set the

minimum hourly compensation rate for employees of City contractors, including
·employees of nonprofit corporations and public entities, at $16.86 per hour on July 1,
2018 ..
Key Points

•

The City's Minimum Compensation Ordinance requires City contractors to pay their
covered empioyees no less than the minimum hourly compensation rate and provide 12
days of paid time off each year. The proposed ordinances would set the hourly minimum
compensation rate at $16.86 per hour as of July 1, 2018, which is a $1.86 more than the
City's minimum wage for employees of all businesses in San Francisco of $15.00 per hour.

•

Currently, employees of nonprofit organizations and public entities having contracts with
the City are subject to the Minimum Compensation Ordinance if 11 sufficient funds)' are
available. File 17-0297 sets the minimum hourly compensation rate for employees of
nonprofit corporations an~ public entities having contracts with the City at the minimum
wage rate required for employees of all San Francisco businesses. File 17-0538 applies the
minimum compensation of $16.86 per hour to all employees of nonprofit organizations
and public entities that have contracts with the City.

•

Although the proposed ordinance provides for minimum compensation to increase to
$15.86 as of July 1, 2017, the proposed ordinance is not retroactive.
Fiscal Impact ·

•

1

According to the Controller s Office, the estimated cost to the City to apply the minimum
compensation of $16.86 per hour (or $1.86 per hour above the minimum wage) to
nonprofit and public contracts (File 17-0538) is $44 million in FY 2018-19. If the Board of
Supervisors were to approve a minimum compensation amount of less than $1.86 per
hour above the minimum wage, the costs to the City would be less, ranging from $18
million for an increase of $0.50 per hour to $38 million for an increase of $1.50 per hour.
Recommendations

.•

Amend the proposed ordinances to clarify that the approval of the minimum
compensation rate is not retroactive.

•

Approval of the proposed ordinances as amended is a policy matter for the Board of
Supervisors.
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MANDATE STATEMENT
City Charter Section 2.105 states that the Board .of Supervisors shall act only by written
ordinance or resolution.
Administrative Code Section 12P, known as the "Minimum Compensation Ordinance", requires ·
City contractors to pay minimum compensation to employees.

BACKGROUND
Th~

City currently has a Minimum Compensation Ordinance that requires City contractors to
provide their covered employees with no less than the minimum hourly compensation rate. The
Minimum co·mpensation Ordinance was adopted _by the Board of Supervisors in August 2000
and covers City contracts with nonprofit corporations, public entities and·for-profit companies.
Covered contracts include: professional services, eonstruction, grants, Airport leases (including
concession leases), and subcontracts.

The Minimum Compensation Ordinance requires covered contractors to:
1

•

Pay a minimum wage to all covered employees
and

who work at least 4 hours per week;

•

Provide 12 days of paid holidays and. other leave per year if the employee works full
time for one year.

The Minimum Compensation Ordinance set the original minimum wage at $9 per hour,
increasing by 2.5 percent per year through 2005. The Board of Supervisors amended the
Minimum Compensation Ordinance in 2007 to require annual Consumer Price Index {CPI)
adjustments to the minimum wage on January 1 of each year. The minimum wage required by
the Minimum Compensation Ordinance as of January 1, 2018 is $14.02 per hour, which is $0.02
per hour more than the San Francisco min.imum wage required of all employers located in San
2
Francisco of $14.00.
While employees of nonprofit organizations and public entities are covered by the Minimum
Compensation Ordinance, the Minimum Compensation Ordinance states that the City will fund
wage increases to contracts with nonprofit organizations and public entities only if "sufficient
funds" are available. According to the Minimum Compensation Ordinance, a finding of
"sufficient funds" shall mean that the City will not be required to reduce services in order to
pay the wage increase. The minimum wage for employees of nonprofit organizations and public
entities having contracts with the City is currently $14 per hour, consistent with the minimum
wage for all employees of San Francisco businesses.

1

Exempted employees include summer interns and participants in after-school· programs, trainees and disabled
workers as defined by federal regulations, and volunteers
2
The minimum wage required by the Minimum Compensation Ordinance applies only to employees of City
contractors, as defined by Administrative Code Section 12P. In addition, San Francisco voters approved a minimum
wage that applies to all San Francisco employers. In November 2014, the voters approved Proposition J, raising the
San Francisco minimum wage to $15 per hour by 2018.
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DETAILS OF PROPOSED LEGISLATION

.

The May 4, 2017 Budget and Finance Committee considered an ordinance setting the minimum
compensation hourly rate at $15.86 per hour on July 1, 2017, and $16.86 per hour on July 1,
2018 (File 17-0297}. File 17-0297 was duplicated and amended in committee. File 17-0297 was
re-referred to committee by the Board of Supervisors at the May 16, 2017 meeting. The
duplicated_ file - File 17-0538 - was continued to the call of the chair at the May 11, 2017
Budget and Finance Committee meeting.
File 17-0297 is an ordinance amending Administrative Code Section 12P to set the minimum
hourly compensation rate for employees of City contractors, other than nonprofit corporations
or public entities, at $16.86 per hour on July 1, 2018. The hourly compensation rate would be
adjusted on July 1 of each following year by the CPI.
The proposed ordinance sets the minimum hourly compensation rate for employees of
nonprofit corporations and public entities having contracts with the City at the minimum wage
3
rate required for employees of all San Francisco businesses.
File 17-0538 is an ordinance amending Administrative Code Section 12P for employees of City
· contractors, including employees of nonprofit corporations and public entities, at $16.86 per
hour on July 1, 2018. The hourly compensation rate would be adjusted on July 1 of each
following year by the CPI.
Other Provisions

File 17-0297 and File 17-0538 would remove the requirement that employees covered by the
Minimum Compensation Ordinance work a minimum of 4 hours per week. All employees
working on a City contract would be covered by the Minimum Compensation Ordinance
4
regardless of the hours worked.
·
File 17-0297 and File 17-0538 both provide for minimum compensation to increase to $15.86
per hour on July 1, 2017. However, the proposed o·rdinances are not retroactive; therefore, if
the Board of Supervisors approves the proposed ordinance, the hourly minimum compensation
of $16.86 would go into effect on July 1, 2018.

FISCAL IMPACT
File 17-0538
Currently, nonprofit and public contractors with the City pay the minimum wage, which is
$15.00 per hour as of July 1, 2018. The proposed ordinance would require nonprofit and public

3

The orpinance does not change the existing Administrative Code provisions for the Mayor to report to the Board
of Supervisors on funding CPI increases in the proposed budget for City contracts with nonprofit corporations and
entities.
4
Currently, employees working on a City contract but located in the United States outside of City-owned property
must work a minimum of 10 hours per week to be covered by the MCO. The proposed legislation removes this
provision so that all employees working on a City contract, regardless of the number of hours worked, would be
covered by the Minimum Compensation Ordinance.
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contractors with the City to pay minimum compensation of $16.86 per hour as of July 1, 2018,
or $1.86 per hour more than the minimum wage of $15.00 per hour.
According to estimates by the Controller's Office, the estimated cost to the City to apply the
minimum compensation of $16.86 per hour (or $1.86 per hour above the minimum wage) to
nonprofit and public contracts is $44 million in FY 2018-19, as shown in the Table below. If the
Board of Supervisors were to approve a minimum compensation amount of less than $1.86 per
hour above the minimum wage, the. costs to th~ City would be less, ranging from $18 million for
an increase of $0.50 to $38 million for an of $1.50, as shown in the table below.

Table: Estimated Costs of Minimum Compensation
Employees in FY 2018-19

for

Nonprofit and Public Contract

Hourly Rate Above Minimum \fl/age
$0.50
$1.00
$1.50
In Home Supportive Services - Wage Increase
In Home Supportive Services - Paid Time Off
Nonprofit Providers - City's Direct Contract Cost
Total

$6,000,00Q
9,000,000

$1.86

$12,000,000
9,000,000

$18,000,000
9,000,000

$22,000,000
9,000,000

3,000,000

700,000

11,000,000

13,000,000

$18,000,000

$21,700,000

$38,000,000

$44,000,000

Source: Controller

RECOMMENDATIONS
1. Amend the proposed ordinances to clarify that the approval of the minimum
compensation rate is not retroactive.
2. Approval of the proposed ordinances as amended is a policy matter for the Board of
Supervisors ..
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Office of Labor Standards Enforcement

Legislative Objectives
•

The proposed ordinance would amend Administrative Code Section 12P to increase the
minimum wage required by the City's Minimum Compensation Ordinance as of (1) July 1,
2017 from $14 per hour to $15.86 per hour, and (2) July 1, 2018 from $15.86 per hour to
$16.86 per hour.
Key Points

•

The City currently has a minimum compensation ordinance (MCO) that requires City
contractors to provide their covered empldyees with no less than the MCO hourly
compensation rate and provide 12 days of paid time off each year.

•

The proposed ordinance would increase the hourly minimum wage required by the MCO
for the employees of for-profit City contractors from $14 to $15.86 as of July 1, 2017 and
to $16.86 as of July 1, 2018. In addition, the proposed ordinance would eliminate the
requirement that employees of City contractors work at least four hours per week.

•

Currently, employees of nonprofit organizations and public entities having contracts with
the City are subject to the MCO, if "sufficient funds" are available, as noted above. The
proposed ordinance would eliminate this provision but employees of nonprofit
organizations and public entities would still be covered by the City's minimum wage,
which increases from the current rate of $13 per hour to $14 per hour on July 1, 2017.

•

Currently, employees of contractors and lessees operating at the Airport are covered by
the MCO in the same manner as all other employees of City contractors. Under the
proposed ordinance, MCO minimum wage requirements for employees of businesses
working at the Airport would be phased in; the minimum wage under the MCO would
increase as of (a) July 1, 2017 from $14 per hour to $14.39 per hour; (b) on January 1,
2018 from $14.39 per hour to $15.86 per hour; and (c) on July 1, 2018 from $15.86 per
hour to $16.86 per hour.
Fiscal Impact

e

Increased costs as a result of paying increased minimum wage rates under the proposed
ordinance could result in increased costs of future City contracts. However, any increased
contract costs to the City as a result of paying minimum wage rates are dependent on
future City contractors' bids, and the extent to which higher wage rates may result in
higher contractor bids.
Recommendation

Approval of the proposed ordinance is a policy matter for the Board of Supervisors.
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MANDATE STATEMENT
City Charter Section 2.105 states that the Board of Supervisors shall act only by written
ordinance or resolution.
Administrative Code Section 12P, known as the "Minimum Compensation Ordinance", requires
City contractors to pay minimum compensation to employees.

BACKGROUND
The City currently has a minimum compensation ordinance (MCO} that requires City
contractors to provide their covered employees with no less than the MCO hourly
compensation rate. The MCO was adopted by the Board of Supervisors in August 2000 and
covers City contracts with nonprofit corporations, public entities and for-profit companies.
·Covered contracts include: professional services, construction, grants, Airport leases (including
concession leases}, and subcontracts.
The Minimum Compensation Ordinance requires covered contractors to:
1

•

Pay a minimum wage to all covered employees
and

who work at least 4 hours per week;

•

Provide 12 days of paid holidays and other leave per year if the employee works full
time for one year.

The .MCO set the original minimum wage at $9 per hour, increasing by 2.5 percent per year
through 2005. The Board of Supervisors amended the MCO in 2007 to require annual Consumer
Price Index (CPI} adjustments to the minimum wage on January 1 of each year. The minimum
wage required by the MCO as of January 1, 2017 is $13.64 per hour, which will increase to $14
per hour on July 1, 2017 to conform to the San Francisco minimum wage required of all
employers located in San Francisco. 2
While employees of nonprofit organizations and public entities are covered by the MCO, the
MCO states that the City will fund wage increases to contracts with nonprofit organizations and
public entities only if "sufficient funds" are available. According to the MCO, a finding of
"sufficient funds" shall mean that the City will not be required to reduce services in order to
pay the wage increase. The minimum wage for employees of nonprofit organizations and public
entities having contracts with the City is currently $13 per hour. ·

1

Exempted employees include summer interns and participants in after-school programs, trainees and disabled
workers as defined by federal regulations, and volunteers
2
The minimum wage required by the MCO applies only to employees of City contractors, as defined by
Administrative Code Section 12P. In addition, San Francisco voters approved a minimum wage that applies to all
San Francisco employers. In November 2014, the voters approved Proposition J, raising the San Francisco minimum
wage to $15 per hour by 2018. The current minimum wage is $13 per hour, increasing to $14 per hour on July 1,
2017.
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DETAILS OF PROPOSED LEGISLATION
The proposed ordinance would amend Administrative Code Section 12P to increase the hourly
compensation rate required by the City's Minimum Compensation Ordinance for the employees
of for-profit City contractors as of (1) July 1, 2017 from $14 per hour to $15.86 per hour, and (2)
July 1, 2018 from $15.86 per hour to $16.86 per hour. That hourly compensation rate would be
adjusted on July 1 of each following year by the Consumer Price Index.
Other proposed changes to the Minimum Compensation Ordinance are as follows:
•

•

•

Currently an employee covered by the MCO must work a minimum of 4 hours per week.
The proposed ordinance removes this minimum work requirement; all employees
working on a City contract would be covered by the MCO regardless of the hours
3
worked.
Currently, employees of nonprofit organizations and public entities having contracts
with the City are subject to the MCO, if "sufficient funds" are available, as noted above.
The proposed ordinance would eliminate this provision but employees of nonprofit
organizations and public entities would still be covered by Administrative Code Section
12R.4, which requires all businesses in San Francisco to pay the City's minimum wage. As
noted above, under the existing provisions of the Administrative Code, the City's
minimum wage increases from the current rate of $13 per hour to $14 per hour on July
1, 2017, and to $15 per hour on July 1, 2018.
Currently, employees of contractors and lessees operating at the Airport are covered by
the MCO in the same manner as all other employees of City contractors. Under the
proposed ordinance, MCO hourly compensation rate requirements for employees of
businesses working at the Airport would be phased in; the hourly compensation rate
under the MCO would increase as of (a) July 1, 2017 from $14 per hour to $14.39 per
hour; (b) on January 1, 2018 from $14.39 per hour to $15.86 per hour; and (c) on July 1,
2018 from $15.86 per hour to $16.86 per hour.

FISCAL IMPACT
The proposed ordinance would increase the minimum wage for all employees of for-profit
businesses having contracts with the City which provide professional services, general services,
and construction services, and for all employees of Airport contractors and lessees. Increased
costs as a result of paying increased minimum wage rates under the proposed ordinance could
result in increased costs of future City contracts. However, any increased contract costs to the
City as a result of paying minimum wage rates are dependent on future City contractors' bids,
and the extent to which higher wage rates may result in higher contractor bids.

RECOMMENDATION
Approval of the proposed ordinance is a policy matter for the Board of Supervisors.
3

Currently, employees working on a City contract but located in the United States outside of City-owned property
must work a minimum of 10 hours per week to be covered by the MCO. The proposed legislation removes this
provision so that all employees working on a City contract, regardless of the number of hours worked, would be
covered by the MCO.
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