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AMENDED IN BOARD 
FILE NO. 170538 10/23/2018 ORDINANCE NO. 

1 

2 

[Administrative Code - Increasing the Minimum Compensation Hourly Rate for Employees 
Under Contracts with Nonprofit Corporations and Public Entities] 

3 Ordinance amending the Administrative Code to increase,1=:on July as of July 1, 2019, 

· 4 the minimum hourly compensation rate for employees of City contractors other than 

5 nonprofit corporations or public entities to $15.86 per hour on July 1, 2017, $16.86 per 

6 hour on July 1, 2018, under contracts with nonprofit corporations to $16.50$16.00 plus 

7 an amount corresponding to the prior year's increase, if any, in the Consumer Price 

8 Index, and followed thereafter by annual cost-of-living increases beginning July 1, 

9 2020; to increase the minimum hourly comgensation rate for employees under 

1 O contracts with public entities to $17.00 on the 60th day following enactment of this 

11 ordinance $16.00 as of February 1, 2019, $16.50 as of July 1, 2019, $17.50 as of July 1, 

12 · 2020, $18.00 as of July 1, 2021, and $18.75 as of July 1, 2022, and followed thereafter by 

13 annual cost-of-living increases beginning July 1, 2023; to provide that these increases 

14 are conditioned on funds being appropriated by the City; and to establish:i-ng a working 

15 group to consider and advise on issues related to wage increases for employees under 

16 contracts with nonprofit corporations and public entities. and to require that City 

17 contractors pay the minimum hourly compensation rate to employees 'Nho perform any 

18 work funded under an applicable contract with the City. 

19 

20 

21 

22 

23 

24 

25 

NOTE: Unchanged Code text and uncodified text are in plain Arial font. 
Additions to Codes are in single-underline italics Times New Roman font. 
Deletions to Codes are in strikethrough italics Times }kH1 Roman font. 
Board amendment additions are in double-underlined Arial font. 
Board amendment deletions are in strikethrough Arial font. 
Asterisks (* * * *) indicate the omission of unchanged Code 
subsections or parts of tables. 

Be it ordained by the People of the City and County of San Francisco: 

Supervisors Fewer; Ronen, Kim, Yee, Cohen 
BOARD OF SUPERVISORS 
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Section 1. The Administrative Code is hereby amended by revising Section 12P.3 to 

read as follows: 

SEC. 12P.3. MINIMUM COMPENSATION COMPONENTS. 

(a) Minimum Compensation shall consist of the following: 

(1) 

* * * * 

(8) B)For Contracts and. Contract Amendments:with Nonprofit 

Corporations and public entities, hourly gross compensation shall be, $16.50 as of July 1, 

2019., $16.00 plus an amount corresponding to the prior year's increase, if any, in the 

Consumer Price Index. /\nnual!y thereafter, on July 1, iln order to prevent ihflation from 

eroding the value of this rate, ·on July 1, 2020, and annually thereafter on July 1, the hourly 

gross compensation in effect for the prior calendar year shall increase by an amount 

corresponding to the prior year's increase, if any, in the Consumer Price lndex._November 3, 

2018 or the effective date of the ordinance in Board File No. 170297, whichever is later, the 

Minimum 'A'age, as set forth in Administrative Code Section 12R.4, as may be amended from 

time to time. 

(C) For Contracts and Contract Amendments with public entities, hourly 

gross compensation shall be $16.00 as of February 1, 2019, $16.50 as of July 1, 2019, 

$17.50 as of July 1, 2020, $18.00 as of July 1, 2021, and $18.75 as of July 1, 2022., on the 

&oth day after enactment of the ordinance in Board of Supervisors File No. 170538, $17.00. 

In order to prevent inflation from eroding the value of this rate, on July 1, 20232-049, and 

annually thereafter on July 1, the hourly gross.compensation rate shall increase by an amount 

corresporiding to the prior year's increase, if any, in the Consumer Price Index. Annually 

thereafter on July 1, the hourly gross compensation in effect for the prior calendar year shall . 

Supervisors Fewer; Ronen, Kim, Yee, Cohen 
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increase by an amount corresponding to the prior year's increase, if any, in the Consumer 

Price Index. 

(D) The increases in hourly gross compensation, and Consumer Price 

4 Index increases, specified in subsections (a)(1)(B)-(C), shall go into effect only if the City 

5 appropriates funds for the increases under the fiscal and budgetary provisions of the Charter, 

6 and the Controller certifies that such funds are sufficient to pay for the increased hourly gross 

7 compensation. If the Controller certifies that the appropriated funds are sufficient to support .a 

8 proportion of the increased hourly gross compensation rate and Consumer Price Index 

9 · increase, then the hourly gross compensation rate shall increase by that proportion only. 

·10 (GGf) For Contracts and Contract Amendments covered by Section 12P.4 of 

11 this Chapter 12P, hourly gross compen'sation shall be, as of Novem.ber 3, 2018 or the 

12 effective date of the ordinance in Board File No. 170297, whichever is later, $17.00 . .,-fivt In 

-13 order to prevent inflation from eroding the value of this rate, on July 1, 2019, the hourly gross 

14 compensation rate shall increase by an amount corresponding to the prior year's increase, if 

15 any, in the Consumer Price Index. Annually thereafter on July 1, the hourly gross 

16 compensation in effect for the prior calendar year shall increase· by an amount corresponding 

17 to the any prior year's increase, if any, in the Consumer Price Index. 

18 (2) Compensated time off (at the compensation rates specified in subsection 

19 (a)(1)ofthis Section 12P.3) in an hourly amount.that, on an annualized basis fora full-time 

20 . employee, equals twelve days per year. Such time off shall vest with the Covered Employee 

21 at the end of the applicable Pay Period and may be used, for sick leave, vacation or personal 

22 necessity.· Notwithstanding the foregoing, if a Contractor reasonably determines, in good faith, 

23 that the Contractor cannot comply with this requirement for compensated time off, the 

24 Cpntractor shall provide the Covered Employee with a cash equiyalent of such compensated 

25 . time off. 

Supervisors Fewer; Ronen, Kim, Yee, Cohen 
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1 (3) Uncompensated time off in an hourly amount that, on an annualized basis 

2 for a full-time employee, equals ten days per year. Such time off shall vest with the Covered 

3 Employee at the end of the applicable Pay Period and may be used, at the option of the 

4 . Covered Employee, for sick leave for the illness of the Covered Employee or such Covered 

5 Employee's spouse, domestic partner, child, parent, sibling, grandparent or grandchild. 

6 (b) By March 1 of each year, the Agency shall make available at its office and on its 

7 website the hourly rates required by this Section 12P.3. 

8 · (c) When preparing proposed budgets and requests for supplemental approp~iations 

9 for contract services, City departments that regularly enter into agreements for the provision of 

1 O services by Nonprofit Corporations shall transmit with their proposal a written confirmation that 

11 · the department has considered in its calculations the costs that the No_nprofit Corporations 

12 calculate that they will incur in complying with the Minimum Compensation Ordinance. 

13 (d) Subject to the budgetary and fiscal provisions of the Charter, it shall be the policy 

14 of the City to ensure sufficient funding to prevent a reduction in the services to the community 

15 provided by Nonprofit Corporations and public entities. 

16 (e) The Controller shall convene a Working Group to consider and advise the Board of 

17 Supervisors and the Mayor. 

18 (1) The Working Group shall consider and advise on methods to address 

19 anticipated issues that would result from an increase in the hourly compensation rate for 

20 employees under contracts with Nonprofit Corporations, including but not limited to:_ 

21 (A) Wage equity: the inequity that occurs when workers funded by a City 

22 contract receive a higher wage than other workers who are performing the same work but are 

23 funded by non-City contracts; and 

24 

25 

Supervisors Fewer; Ronen, Kim, Yee, Cohen 
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(B) Wage compaction: the inequity that occurs when the difference 

between wage levels is reduced because one worker funded by a City contract receives an 

increased wage while other workers do not. 

· (2) The Working Group shall be subject to the following requirements: 

(A) Members. The Working Group shall be comprised of the following 

members: 

(i) The Controller of the City and County of San Francisco. or the 

Controller's ·designee ("Controller"); 

(ii) One representative from the Human Services Agency. 

designated by the Executive Director; 

(iii) One representative from the Department of Public Health. 

designated by the Director of Health; 

(iv) Three workers who are employees of different Nonprofit 

Corporations that are subject to the Minimum Compensation Ordinance. designated by the 

Controller; 

(v) One staff representative from the San Francisco Labor 

. Council, designated by the Controller; 

(vi) One staff representative from the Service Employees 

International Union 1021, designated by the. Controller; 

(vii) Two executives (chief executive officer, chief operating 

officer, chief finance officer, or other member of the management team) of different Nonprofit 

Corporations that are subject to the Minimum Compensation Ordinance, designated by the 

Controller. 

(B) Meetings. The Working Group shall meet as necessary between the 

effective date of the ordinance in Board of Supervisors File No. 170538, creating this 

Supervisors Fewer; Ronen, Kim, Yee, Cohen 
BOARD OF SUPERVISORS 
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subsection (e), and April 1, 2019. The Working Group may begin meeting once six members 

have been designated. 

(C) Report. The Working Group shall prepare a report on matters within 

the scope of subsection (e)(1) for submission to the Board of Supervisors and the Mayor no 

later than April 1. 2019. 

(3) Expiration. This subsectio-n (e), and hence the Working Group, shall expire 

by operation of law on May 1, 2019. After that date, the City Attorney shall cause this 

subsection (e) to be removed from the Administrative Code. 

Section 2. Effective Date. This ordinance shall become effective 30 days after 

enactment. Enactment occurs when the Mayor signs the o.rdinance, the Mayor returns the 

ordinance unsigned or does not sign the ordinance within ten days of receiving it, or the Board 

of Supervisors overrides the Mayor's veto of the ordinance. 

15 . Section 3. Scope of Ordinance .. 

16 L@l In enacting this ordinance, the Board of Supervisors intends to amend only those 

17 words, phrases, paragraphs, subsections,. sections, articles, numbers, punctuation marks, 

18 charts, diagrams, or any other constituent parts of the Municipal Code that are explicitly 

19 shown in this ordinance as additions, deletions, Board amendment additions, and Board 

20. amendment deletions in accordance with the "Note" that appears under the official title of the 

21 ordinance. 

22 (b) For purposes of subsection (a). this ordinance treats as existing code text, within 

23 the meaning of the "Note" that appears under the official title of the ordinance, the 

24 amendments of the Administrative Code in Ordinance No. 232-18 (Board File No. 170297), 

25 

Supervisors Fewer; Ronen, Kim, Yee, Cohen 
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passed by the Board of Supervisors on October 2, 2018, and signed by the Mayor on October 

12, 2018. \ 

Section 4. Severability. If any section, subsection, sentence, clause, phrase, or word 

of this Chapter 12P ordinance, or any application thereof to any person or circumstance, is 

held to be invalid or unconstitutional by a decision of a court of competent jurisdiction, such 
·-

decision $hall not affect the validity of the remaining portions or applications of the Article. The 

Board of Supervisors hereby declares that it would have passed this Article and each and 

every section, subsection, sentence, clause, phrase, and word not dedared invalid or 

unconstitutional without regard to whether any other portion of this Article or application 

thereof would be subsequently declared invalid or unconstitutional. 

APPROVED AS TO FORM: 
DENNIS . H ERA, City Attorney 

By: 

n:\legana\as2018\1700496\01313726.docx 
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FILE NO. 170538 

REVISED LEGISLATIVE DIGEST 
(Amended in Board, 10/23/2018) 

. [Administrative Code - Increasing the Minimum Compensation Hourly Rate for Employees 
Under Contracts with Nonprofit Corporations and Public Entities] 

Ordinance amending the Administrative Code to increase, as of July 1, 2019, the 
minimum hourly compensation rate for employees under contracts with Nonprofit 
Corporations to $16.50, and followed thereafter by annual cost-of-living increases 
beginning July 1, 2020; to increase the minimum hourly compensation rate for 
employees under contracts with public entities to $16.00 as of February 1, 2019, $16.50 
as of July 1, 2019, $17.50 as of July 1, 2020, $18.00 as of July 1, 2021, and $18.75 as of 
July 1, 2022, and followed thereafter by annual cost-of-living increases beginning July 
1, 2023; to provide that these increases are conditioned on funds being appropriated 
by the City; and to establish a working group to consider and advise on issues related 
to wage increases for empioyees under contracts with Nonprofit Corporations and 
public entities. 

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, including for-profit companies, those who hold 
leases or perform work at San Francisco International Airport, nonprofit corporations, and 
public entities .. 

For contracts and contract amendments with nonprofit corporations or public entities, the 
MCO hourly gross compensation is currently the minimum wage, which increased to $15 per 
hour on July 1, 2018. 

For contracts and contract amendments with contractors other than nonprofit corporations or 
public entities, the hourly gross compensation under the MCO will increase to $17.00 on 
November 12, pursuant to an ordinance in File No. 170297, passed by the Board on October 
2, 2018 and signed by the Mayor on October 12, 2018. This applies to airport workers who 
are employees of contractors other than nonprofit corporations or public entities. Workers 
under contracts and contract amendments with contractors other than nonprofit corporations 
or public entities will receive annual CPI increases on starting on July 1, 2019. 

These hourly rates apply to employees of City contractors who work in San Francisco. 
Workers outside the City currently receive $14.02. 

From 2004 through 2015, the MCO hourly compensation rate was, on average, $1.86 per 
hour higher than the minimum wage. 

BOARD OF SUPERVISORS 1531 Page 1 
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Amendments to Current Law 

For contracts and contract amendments with nonprofit corporations, hourly gross 
, compensation would be as follows: · 

• Beginning on July 1, 2019, an hourly gross compensation of $16.50. 
• CPI increases, if any, would go irito effect on every July 1 thereafter. 

For contracts ·and contract amendments with public entities, hourly gross compensation would 
be as follows: · 

• Beginning February 1, 2019, an hourly gross compensa.tion of $16.00. 
• Beginning July 1, 2019, an hourly gross compensation of $16.50. 
• Beginning July 1, 2020, an hourly gross compensation of $17.50. 
• Beginning· July 1, 2021, an hourly gross compensation of $18.00. 
• Beginning July.1, 2023, an hourly gross· compensation of $18.75. 
• CPI increases, if any; would go into effect on every July 1 thereafter. 

These increases would go into effect only if the City appropriates funds for the increases, and 
the Controller certifies that those funds are sufficient.to pay for the increased hourly gross 
compensation. If the Controller certifies that the appropriated funds are sufficient to suppo.rt a 
proportion of the increased rate and Consumer Price Index increase, then the hourly gross 
compensation rate would increase by that proportion only. 

This ordinance would create a working group to address issues related to the implementation 
of these rates. 

• The Controller would convene the working group, comprised of ten individuals: the 
Controller; one reprl;lsentative from the Human Services Agency; one representative 
from the Department of Public Health; three workers from different nonprofits subject to 
the MCO; two staff members representing labor interests; and two executives from 
different nonprofits subject to the MCO. 

• The working group will meet until April 1, 2019, and will provide a report to the Board 
and Mayor by that date addressing the following topics: (1) wage equity: the inequity 
that occurs when workers funded by a City contract receive a higher wage than other 
workers who are performing the same work but are funded by non-City contracts; and 
(2) wage compaction.: the inequity that occurs when the difference between wage 
levels is reduced because one worker funded by a City contract receives an increased 
wage while other workers do n.ot. · 

• The Working Group will expire on May 1, 2019: 

Background Information 

This legislative digest includes amendments adopted by the Board of Supervisors at its 
regular meeting on October 23, 2018. 

n:\legana\as2017\ 1700496\01313885.docx 
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TO: 

FROM~ 

DATE: 

OffICE Of TIHIIE CONTROlUER 
CITY AND COUf\!TY OF S/'.\f\l FRANCISCO 

MEMORANDUM 

Mayo'r.londcin Breed 
PresidentCohen and Members of the Board of Supervisors 

! . 

Ben Rosenfield, Control~ . 

October 15, 2018 . 

Bef) Ro~~nfield 
Controller 

Todd :Rydstrom 
Deputy Controller 

SUBJECT: Minimum Compensation Ordinance Non-Profit City Contractor Cost Analysis 

The CqritroUer's office h~s conducted additional·.research to estimate the costs of wage increases for 
non-profit organi:z;atidns should the City revise the Minimum Compensation Ordinance (MCO). 

To do so, we wn.ducted a survey of non-profit Gty contractors; asking for lnfdrrnatlon dri ari 
organization's bwdget, the sh.are of its budget funded by City contracts, and full-time ,equlvaient (FTEj 
counts withi"n spedficwage ranges for employees funded by City contracts and separately for 
employees funded by f.)on-City contracts. We sent requests to complete the survey to 113 non-profit 
contracto];'s and 42 provjded rnmplete responses. Respondents included large and smafl contractors 
across City service categories. These respondents have contracts with the City of approximately $220 
million, or 30% ohhe. tota) Valu$ df all City non~pr:oftt contrads. City ,contracts with these organizations 
directly fund over 1,700 FTEs wfth wages befow $30 per hour. Of these, 20% earned less than $17 per 
hour. Approximately 40% cif responding organizations have no employees on ,City contracts earning 
less than $17 per hour. 

Uslng the wag13 informa'tjqn from thts survey, We can more precisely estihli;Jte tne tost of raising-the 
Mtd. on the larger universe of contracted non-profit organizations. for illustration, we have ~stlmated 
the arinWal impact of raising the MCO required hourly wage to. $16.0G, $16.50, and $17.00.effective July 1, 
2019'. These costs are presented as increases above the cost of the mihimum wage, which will increase . 
from $15.00 to approximately $15.50 on July ·J,2019, after the .code-required annual· CPI increase on that 
date. These estimates do not include the cost of increasing wages for either for-profit contractors or In-
Home Supportive Service workers. · · , 

CITY HALL' 1 DR. CARLTON B. GOODLETT PLACE. ROOM 316 • SAN FRANcrsco, CA 94102°4694 

PHONE 415-554-7500 • FAX415-554-7466 
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2 ( M1nimum Compensation Ordimu:ice Non-Profit Cost Anc;ily:Sis 

Owr ~nalysts <;:onsiders thre;,e _resulting cost pre?sures. for non-profit org.an):zations, a![ 0r a portion df 
whlch would .be passed aJbh.g altmg t0J th.e City-in theformo:f h\gher costs. Pirst1 the "direct cost" of 
raising affected emplo:)"ees to a new required minimum wage level. Second_,. 'the "wagl':) com_paction" 
increases that may be (eql/ired to rnalntaln wage, differential;\i for 0th.er worker~ on City contracts. Third, 
potential W<;1ge acljt:rsttn:~nts reql!ired formmpari:lble employees on non-City contracts 'in tHese · 
o:rga·hizatfons. These costs are ]xesented tn tne table and summary below. 

Estimated Citywide· Cost of ~n MCO Increase c1bQve Mini.mum\llli,lge 

- "$i6~oo "-- - , 
-$16,s<Y .. ,:; .· $15.5b 
.$1'1,06~.;;..~ .... '" _ 

:_ ·:<:::$)-6.00: .. 

,· · Approximate 
Mfninium Wage for 

. . .F.Y 2019-20 

.. '. '.$i~,i=i'b' $15.50 
..-,,,,_. ~-,$i'rbb . -- ,- . -

Nqtes~. 

City Contracts Onfv· 
MCOWage 

Increase above 
Minimum Wage 

$0.50 
$1.QO 
$1.50 

-MCO.Dlrectttost. f\/!CO Costwith Wage Comp~cticn1 
(Np. WaW~ 4orni~ctfonl1-· -----'-'($_m-'--il_ll_on_s)'-,.---~-i 

($: mllll<>ns). {Up to $i;l.50/Hour) {Up to $27.50/Hotlr) 

.$0.5 $ 3;5 $ H 
$,1,3 $ 7.0 $10.2 
'f ii . $10.5 $153 

Non..:city Gtintrads' o·nly 
MC:O \II/age MCQ DireetCost Cost with Wage_C9mpactliJn 

lncrea_s_e abov.1;_. (No Wage Compaction) 1------"'"{$'_m-'-'!l-'-ll.~a:n,.....~)~-----1 
Minimum Wage ($ millions) {Up to.$22.50/!)01J-rl' (l,Jg tq $.i?.,!iO/Hourr: 

$0,50 $ 03. . $ 3:2 J4J ·, 
$1.00 $ 0.8 $ 6.5 $: 9,8 

$1.50 $ 1.6' $ 9,7 . $14:7 

Thll minimum wage increases by CPI each year-on Jul:y 1. The current minimum wage is $15.00 per hour and 1-s expected to increase to 
appr-oxlmately $15.!iO on·July 1, 2019, ·· 

Qt)( cbl'.)tra ct: c!'ls-w. a.r.e the cirre ct..cro.sts to pro grs rns .funded through City co.Ii tracts, N on-CJ'ty contra.ct cbsts are the costs nor\-µ rqfl ts woµJd 1.ncu r 
it:\h,:y_applted Mm·.w<1:ge ru(es ti> worke·rs furtMd thrpugh rion·Oty contracts. 

W~g_e Compaction assumes alf employees up to the given thre,;hofd TeceJve a -wa·ge lo.er.ease eq~:al to the Increase j·n·tbe Mto q"bqve 
minimum wage. 

The estimated costs fo(b.oli-Otycol'ttr;icts assumes that.non-ti:ty co.ntiact·costs for non-profits noti.nduded In tfre sur:veys<imple are 
.proportional to the hop-City confr.ad:.tbsts for non-profits in the s·uive;y s·'1mple. 

"Dire.et co:sts" are the costs associated with rntsing-the Wa§.e of any emptoyee earning.fess than tne 
Meo wa~e requirementuJJ to a new hfgher Jevel. lfthe minJmum wage is $15.£0 per hour and the MCO 
Wi:lge incr~ased to $17.0D, the dlre(;t tost of rnising the MCO is the cost of bringing all employees' 
wages from $15.50 to $17.00. Although this is a $1.50 "increase, in the required level.1 some employees 
woUfd not receive a full $1.50 lncreas~ s'1hce they may have earned mere than $15.50 before the MCO 
increase. We estimate a $2.3 million 'direct cost qf raising rion-profit employees to a $17.00 level in fis£al 
year (FY) 2019-20. The direct c;:ost of an increase to $16.00 or $16.50 is projected to b.e $0.5 million or 
$1"3 million, respecllv~ly. 

1534 



3 I Minimum Compensation Ordinance Non'-Profit Cost Analysis., 

A second cost E;ien'font ls "wage comp.action." A tc;Jise for the lowest paid employees can lead to raises 
for higher pai9 employees because employers need to marntaih r~"cis6nab1Ei wage differentials c1tross 
their workforce. Unlike direct costs, however, th.ere is no ruie th1'!t dE:termihes the cost of wage 
·c-0n:ipactlon. Wage cor.npattiori costs depend on how far Uj;) thEl W!'.lge $(al(') compaction. .extends and 9n 
how muth .of the Mto increas.e is provi,i;led tp higher wage employees. Fbr d.ur ws.t estimates in the 
table above, we assume that employees making above the MCO but !es? than,a given threshold Would 
re.ceive the s.i:lme wage. increa.sE; as emplqyees be.low :the MCP receive. We .present two scenarios, (?ne 
thcJt extiends wage cQmpaction ·up to employees earning $22.50 per ho.ur1 and another that extends it 
up to· $27.50 per hour. We. estimate that the total cost (direct cost and wage. compattibh) of a $17.00. 
wage Wpuld range be.tween -$10,5 r:ri.illion ~md $15:BmilHon. Costs at $q6.lJ0 or $16.50 wo~ld iikely range 
be:twl2'en $3.5 and $5>.1 million or $7.0and $10.2 million, respectively. · 

The tbird potential ,cost impact reiates to how a f'IOri-profit organi'z\:ltlon Wouid manag.e equity between 
workers on City versus none-City contracts. fqr exampfe, an orgi;lnizatiqn could have two employees 
doing the same job, one f1.mded through a City .contract and the other fwnded by a non-Clty:contract. 
While an inc;tease to the MCO Wowld legally only raise the. Wage ef the first worker but not the other; 
the organization faces wage eqult; issUE)S between these two employees and may feel obligated to· · 
raise the wage of both workers; As with wage compaction, there 1.s no rule to determine MCO costs 
related fo non-Clty contracts. Wage. compaction could ;:ilso be pte§i:mt wJth·non:'(ity contract;, Lastly, 
costs would depend on how far an MCO tncrease for City contracts wou;id extend across non-City 
contracts,. For non-City dost estimates, we used the non-City FTE counts provided by responQents and 
applied the .same methodology as the City contract cost ·e$tirnates.1 We estimatE;i that the e-xtension of a 
$17,00 MCO level to employees at thes:e nori-prcifit organizatiGns that are not directly on City tontracts 
would range between $9.7 milllon and $14.7 million. Costs at $16.00 or $16;50 would fikely range 
betwe.~n $6.Sand $9.8 million or $9.:tI=ind $14.7 rr:iillion, respediv~ly. 

The ultimate cost to 'the non-'pr.o.fit organizations and the dty resulting from an incre.asedn the 
m.irtimCJm wage requ'ired by a MCO amendment will deper:rd on consideration of these factors, and we 
belleve final costs Will likely fall within the cost ranges outlined above: PIE;ase feel free to contact me at 
(415) 554~7500 should you ha:ve fl:lrther questions or commr,;nts. 

1 Tht=re is addWonal wncertafnty fn estimating potential 'nEin-tity contract costs because we do n9t ~now the total vaJue. 
of non-City contract costs fb.r,orgariizati'ons that did not respond to the sUJvey. We assume, therefore, that tha avel'age 
share of an organization's budget that comes frem City contracts is same for suwey mspondents and non-respondents. 
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BUDGET AND FINANCE SUB-COMMITIEE MEETING APRIL 26, 2018 

ltems7 ar.id 8 
Files 17-0297 and 17-0538 
{Continued from April 12, 2018} 

Department: 
Office of Labor Standards Enforcement 

Legislative Objectives 

• File 17-0297 is an ordin.ance 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 Cotje 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 com·pensation 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 minim4m 
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. 

SAN FRANCISCO BOARD OF SUPERVISORS 
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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. 

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. 

Covere·d contracts inciude: 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 employees1 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 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 

Francisco of $14.00. 2 

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 empl'oyees 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. 

SAN FRANCISCO BOARD OF SUPERVISORS 
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The May 4, 2017 Budget ahd 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 ?Upervisors 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 
rate required for employees of all San Francisco businesses. 3 

File 17-0538 is an ordinance amending Administrative Code Section 12P for empl·oyees 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 
Minim.um 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 
regardless of the hours worked.4 

File 17-0297 and File 17-0.538 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 ordinance, the hourly minimum compensation 
.of $16.86 woµld go into effect on July 1, 2018. 

File 17-0538 

Curren~ly, 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 ordinance does not change the existing Administrative Code provisions for the Mayor to report to the Board 
of Supervisors on fun.ding 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 empioyees working .on a City contract, regardless of the number of hours worked, would be 
covered by the Minimum Compensation Ordinance. 

SAN FRANCISCO BOARD OF SUPERVISORS , 
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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 puolic 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 million 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 

In Home Supportive Services - Wage Increase 

In Home Supportive Services - Paid Time Off 

Nonprofit Providers - City's Direct Contract Cost 

Total 

Source: Controller 

Hourly Rate Above Minimum Wage 

$0.50 $1.00 $1.50 $1.86 

$6,000,000 $12,000,000 $18,000,000 $22,000,000 

9,000,000 9,000,000 9,000,000 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 

1. Amend th_e 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. 

SAN FRANCISCO BOARD OF SUPERVISORS 
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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 curre;nt MCO, the value of PTO (paid time off) counts toward the MCO 
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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MCO Cost Estimates 

Cost Estimates of the Proposed MCO up to an additional $1.86 

$0.50 $1.00 $1.50 $1.86 

IHSS - Wages + $1.86 $6 $12 $18 $22 

IHSS - Wages + $2.64 (PTO in lieu addeid to MCO) $9 $9 $9 $9 
Non-profit providers - Direct city contract cost $3 $7 $11 $13 

$18 $28 $37 $44 ..-
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I.!) 

..-

( 



Wong, Linda (BOS) 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Dear Supervisor Cohen: 

Council of Community Housing Organizations <ccho@sfic-409.org> 
Wednesday, April 11, 2018 3:41 PM 
Cohen, Malia (BOS); Fewer, Sandra (BOS); Stefani, Catherine (BOS); Wong, Linda (BOS) 
April 12 Budget Committee Item 8 - Minimum Compensation Ordinance (MCO) · 
CCHO letter- MCO 4-11-2018.pdf 

CCHO believes the City's low-wage workers should earn more, including for nonprofit workers. Together with our 
sister organization the Human Services Network (HSN), we worked closely with the City and labor allies to support 
the increase to Sart Francisco's minimum wage, and we support.MCO increases for airport and other for-profit 
contract workers. 

, However, the current proposal to extend the MCO to city-funded nonprofit contractors, whether or not the 
additional costs are reimbursed, may create unintended consequences, including possibly reductions in service, 
layoffs, or financial stress. Unlike for-profit entities, nonprofit service and housing providers cannot simply raise 
prices to cover the additional 12.4% wage mandate, the effects of wage compression, and equitable raises for non-

. contract employees. 

Our housing providers participated in a survey conducted by HSN that analyz_e the cost impacts. The sampling of 34 
organizations demonstrated an aggregate annual full-cost impact of $19 million. The financial impact for increasing 
wages for workers not covered by city contracts totals $6.2 million. Housing providers are disproportionately 
impacted, with over $4 million in unfunded cost increases. Therefore, we ask the Board of Supervisors to either: 

(1) Exclude the nonprofit sector from the MCO legislation. as in the current law, OR 

(2) Delay passage of the MCO, and convene an adequate community process to bring all the stakeholders to 
one table, work out details that can work for nonprofits and the City, and develop a revenue plan to identify 
adequate funding sources. That kind of process worked for the minimum wage ordinance and resulted in 
broad consensus. It is a sensible and inclusive process that can work again here. 

Sincerely, Peter Cohen and Fernando Marti 

Co-directors, Council of Community Housing Organizations 

cc: Sup. Sandra Fewer, Sup. Catherine Stefani, Committee _Clerk Linda Wong 

. ' 
Council of Community Housing Organizations 
Celebrating 40 years as the voice of San Francisco's affordable housing movement 
325 Clementina Street, San Francisco 94103 
415-882-0901 office 
www.sfccho.org 
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April 11, 2018 

Supervisor Malia Cohen 
. Board of Supervisors Budget and Finance Committee Chair 
City Hall, Rm. 2 79 
San Francisco, CA 94102 

COUNCIL OF COMMUNITY 
HOUSING ORGANIZA TIIJNS 
The voice of San Francisco's 
affordable housing movement 

Re: Item 8 - Proposed Minimum Compensation Ordinance (MCO) nonprofit rate increase 

Dear Supervisor Cohen: 

CCHO believes the City's low-wage workers should earn more, including for nonprofit workers. 
Together with our sister organization the Huma·n Services Network (HSN), we worked closely with 
the City and labor allies to support the increase to San Francisco's minimum wage, and we support 
MCO increases for airport and other for-profit contract workers. 

However, the.current proposal to extend the MCO to city-funded nonprofit contractors, whether or 
not the additional costs are reimbursed, may create unintended consequences, including possibly 
reductions in service, layoffs, or financial stress. Unlike for-profit entities, nonprofit service and 
housing providers cannot simply raise prices to cover the additional 12.4% wage mandate, the 
effects of wage compression, and equitable raises for non-contract employees. 

Our housing providers participated in a survey conducted by HSN that analyze the cost impacts. 
The sampling of 34 organizations demonstrated an aggregate annual full-cost impact of $19 million. 
The financial impact for increasing wages for workers not covered by city contracts totals $6.2 
million. Housing providers are disproportionately impacted, with over $4 million in unfunded cost 
increases. Therefore, we ask the Board of Supervisors to either: 

(1) Exclude the nonprofit sector from the MCO legislation, as in the current law, OR 

(2) Delay passage of the MCO, and convene an adequate community process to bring all the 
stakeholders to one table, work out details that can work for nonprofits and the City, and 
develop a revenue plan to identify adequate funding sources. That kind of process worked 
for the minimum wag_e ordinance and resulted in broad consensus. It is a sensible and 
inclusive process that can work again here. 

Sincerely, 

Peter Cohen and Fernando Martf 
Co-directors, Council of Community Housing Organizations 

cc: Sup. Sandra Fewer, Sup. Catherine Stefani, Committee Clerk Linda Wong 

325 Clementina Street, San Francisco, CA 94103 ccho@sfic-409.org 415.882.0901 

The Council of Community Housing Organizations (CCHO) is a coalition of 24 community-based housing developers, service 
providers and tenant advocates. We fight for funding and policies that shape urban development and empower low-income 
and working-class communities. The work of our member organizations has resulted in nearly 30,000 units of affordable housing, 
as well as thousands of construction and permanent jobs for city residents. 
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Won , Linda BOS 

From: 
Sent: 

Joe Wilson <jwilson@hospitalityhouse.org> 
Thursday, April 12, 2018 11 :59 AM 

To: Wong, Linda (BOS) 
Subject:. 
Attachments: 

Fwd: Human Services Network & Minimum Compensation Ordinance 
April 12 HSN letter.docx 

Thank you .. 
Joe Wilson 

---------- Forwarded message ----------
From: Joe Wilson <jwilson@hospitalityhouse.org> 
Date: Thu, Apr 12, 2018 at 11 :57 AM 
Subject: Human Services Network & Minimum Compensation Ordinance 
To: malia. cohen@sf gov .org, sandra.fewer@sf gov .org, ""Stefani, Catherine" <catherine.stefani@sf gov .org>, 
norman.yee@sf gov. org, j eff.sheehy@sf gov .org 
Cc: sophia.kittler@sfgov.org, "Pagoulatos, Nickolas (BOS)" <nickolas.pagoulatos@sfgov.org>, "Boilard, 
Chelsea (BOS) 11 <chelsea. boilard@sf gov .org>, jack. gallagher@sfgov.org, sharon. j ohnson@sfgov.org 

Thank you for your consideration. 
Sincerely, 

Joe Wilson 

Joseph T. Wilson 
Executive Director 
0 ---·----------·-

290 Turk Street 
San Francisco, CA 94102 
ph.: 415.749.2111 
fax: 415.749.2136 

www.hospitalityhouse.org 
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April 12, 2018 

Supervisor Malia Cohen 

Hospitality House 

Chair, Board of Supervisors Budget and Finance Committee 
City Hall, Rm. 279 
San Francisco, CA 94102 

.,-..._·,. 

Re: Proposed Minimum Compensation Ordinance (MCO) nonprofit rate increase 

Dear Supervisor Cohen: 

Hospitality House, a member of the San Francisco Human Services Network · 
(HSN) is writing as a follow-up to HSN's recent m~etings with Supervisors, and our 
letter to Mayor Mark Farrell dated February 28, 2018 and copied via email to the Board. · 

As we've discussed, HSN supports the 7% minimum wage increase that will bring the 
MCO rate to $15 per hour in July, as well as MCO increases for airport and· other for­
profit contract workers: However, an additional 12.4% wage mandate on nonprofit 
contractors could create potential unintended consequences including service 
reductions, layoffs,· and other unanalyzed tradeoffs. HSN's specific asks are: 

.. Amend the proposed MCO legislation to exempt the nonprofit sector 

.. Should nonprofits remain in the legislation, delay passage of the MCO until the 
City conducts an. adequate community process . 

.. We believe an appropriate engagement model is the process utilized with the 
recently-passed Minimum Wage Ordinance - that involved various stakeholder 
groups, including the nonprofit sector, to reach the desired outcome to benefit 
low-wage workers. 

HSN conduGted a sampling of dozens of health, human service and housing 
organizations and documented a first-year full-cost impact of $19 million - far greater 
than the Controller's estimated $13 million "direct city contract cost" for the entire sector. 
For some, the full cost could dramatically harm their financial stability, and their 9bility to 
provide much-needed services for San Franciscans. 

We stand ready to fully participate in ongoing discussions regarding continued 
economic inequality in the San Francisco Bay Area, and we applaud your commitment 
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to engage various stakeholders in crafting solutions that are feasible, beneficial, and 
sustainable. 

Respectfully, 

· Joseph T. Wilson, Executive Director 
Hospitality· House 

CC: Budget and Finance Committee 
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HOUSING FIRST. COMMUNITY STRONG. 

October 22, 2018 

· San Francisco Board of Supervisors 
1 Dr. Carlton B. Goodlett Place 
City Hall;Room 244 

. San Fr~ndsco, Ca. 94102-4689 

·ikm 'b~ 
Pf & rJo. I7o S~? 

Regarding: Position on the Proposed Minimum Compensation Ordinance (MCO) and 
Recommendation for Working Group . . . 

Dear Supervisors, 

Hamilton Families believes the Minimum Compensation Ordinance (MCO) being considered for 
adoption does not consider the full costs and impacts of raising wages on our sector in a way that 
ensures .the sustainability of organizations· and services on which our clients rdy. This long 
overdue publ1c policy conversation must consider the full costs and impacts of raising wages on 
our sector;the potep.tial for unintended consequences such as program closures and layoffs, the 
mechanisms to fund the true costs, the interaction with the nonprofit cost-of-doing-business 
increase, and' the hard choices that.must be made if the City chooses to mandate a higher wage 
without adequate funding. 

We are grateful that the Board of Supervisors heard our concerns about delaying any MCO 
increase for nonprofit agencies until July 2019 and for creating a working group to address· 
·concerns about wage compression and equitable wages before implementation. However, the · 
proposed legislation creates a working group with inappropriate representation and a 
predetermined outcome that defers consideration of adverse impacts.. · 

These deliberations would fall to the proposed working group, which must be nrnde up of 
representatives with the appropriate expertise to una'erstand th£\ complex challenges of 
running and funding nonprofit social service agencies. As envision~d, the working group falls 
far short of the composition needed to carry out it.s mission successfully. At minimum, the 
legislation should include_ the following members on the working group: 

" A panel of.nonprofit executives selected by the Controller with the breadth and 
experience to understand the impacts on different organizations based on specific criteria: 
agency. size, percent of the organization funded by the City versus other souroes, 
organizations with 24/7 operations that require relief workers, and whether or not the 
workforce is represented through a collective bargaining agreement; 

" To understand the potential service impacts, this panel ·should include nonprofits 
contracting with all major health and human service departments, and include providers 
of housing, homeless services, HIV/AIDS services, services.for youth ?-nd seniors, and 
behavioral health; · 

1 
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• Representation from the Mayor's Office and the Mayor's.Budget Office, whose· support 
is crucial to ·any successful legislation; and 

• Representation from other City departments that .provide significant funding to nonprofit 
service providers, including the Department ·of Children, Youth and Their Families and 
the Department of Homelessness and Supportive Housing. · 

Hamilton Families' opposes the adoption of legislation increasing the nonprofit (non-IHSS) 
MCO rate until th.e working group issues its recommendations including a viable 
recommendation for of how to pay for any increase .. This report should be due in time for 
the Board to consider the MCO and/or other appropriate policy changes and funding as part 
of the City and County's fiscal year 2019-21 budget process. 

To. approve MCO legislation now would presuppose the outcomes of that conversation, rendering 
the working group's deliberations meaningless. The City Controller's data shows that an MCO 
increase to $16.50 per hour (the approximate proposed rate for July 1, 2019 including CPI) has a 
potential.cost impact of about $20 million. If unfunded, this legislation could lead to the loss of 
over 400 jobs in our sector, creating instability for many programs and services. The proposed 
legislation would negatively impact the serviqes that our clients rely on, ,would lead to job losses 
and would add hundreds of thousands dollai;s more to our expenses. · 

We do not see any reason to rush this legislation through. We ask for a full discussion of the issue 
of nonprofit wages and the City's commitment to provide sufficient funding· for the services it 
purchases from our agencies. · · 

We ask that you engage our sector in further discussion before bringing this legislation to a vote. 

Sincerely, 

Tomiquia Moss 

Chief Executive Officer 
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October 23, 2018 

San Francisco Board of Supervisors 
1 Dr. Carlton B. Goodlett Place 
City Hall, Room 244 
San Francisco, Ca. 94102-4689 

Dear Supervisors: 

COUNCIL Of COMMUNITY 
HOUSING ORGANIZA HONS 
The voice of San Francisco's 
affordable housing movement 

The Council of Community Housing Organizations respectfully submit the following comments on 
amendments to the proposed revised Minimum Compensatidn Ordinance (MCO). 

We believe that nonprofit workers need and deserve higher wages. On that objective, CCHO is in full 
support of the intent of the proposed MCO amendments. However, the commitment of funding to 
pay for wage increases is the core issue, and we are concerned about the ramifications of adopting 
these MCO amendments if it is done as an unfunded mandate without full city funding. 

Raising wages in the nonprofit sector is a long overdue goal, but it cannot be done without 
considering the full costs and impacts, including the interaction with the nonprofit cost-of-doing­
business increase and with wage compression. The Cjty Controller's data shows that an MCO 
increase to $16.50 per hour has a potential cost impact of about $20 million to nonprofit 
organizations. 

The Board should be aware of the unintended consequences of wage increases.without 
commensurate funding, such as program closures and layoffs. If unfunded, this legislation could 
lead to the loss of over 400 jobs, creating instability for many programs and services. 

Again, the objective of increasing nonprofit workers' wages is important and undisputed. The issue, 
simply, is funding to support it. If the MCO is amended to include all nonprofit contracts, the Board 
must address the mechanism to fund the true costs for the labor for these services. 

CCHO would support the adoption of legislation increasing the nonprofit MCO rate when it is 
done· simultaneous with permanent funding to pay for the increased costs and avoid layoffs 
and service reductions. 

Peter Cohen and Fernando Martf 
Co-directors, Council of Community Housing Organizations 

325 Clementina Street, San Francisco, CA 94103 ccho@sfic-409.org j 415.882.0901 

The Council of Community Housing Organizations (CCHO} is a coalition of 24 community-based housing developers, service 
providers arid tenant advocates. We fight for funding and policies that shape urban development and empower \ow-income 
and working-class communities. The work of our member organizations has resulted in nearly 30,000 units of affordable housing, 
as well as thousands of construction and permanent jobs for city residents. 
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BUDGET AND FINANCE SUB-COMMITIEE MEETING APRIL 12, 2018 

Items 8 and 9 Department:. 

Files 17-0297 and 17-0538 Office of Labor Standards Enforcement 

Legislative Objectives 

GI 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. 

GI 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 

GI 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 requir:ed 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 · 

GI 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 17-053,8) 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 

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

GI Approval of the proposed ordinances as amended is a policy matter for the Board of 
Supervisors. 
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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. 

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: 

• Pay a minimum wage to all covered employees1 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 January 1, 2018 is $14.02 per hour, which is $0.02 
per hour more than the San Franc.isco min.imum wage required of all employers located in San 
Francisco of $14.00. 2 

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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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 ai:id amended in committee. File 17-0297 was 
re-refe_rred 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 
rate required for employees of all San Francisco businesses. 3 

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 bythe 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 
regardless of the hours worked. 4 

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 ordinance, the hourly minimum compensation 
of $16.86 would go into effect on July 1, 2018. 

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 prnposed 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 
prpvision 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 appro_ve 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 million 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 

$0.50 $1.00 $1.50 $1.86 

In Home Supportive Services - Wage Increase $6,000,000 $12,000,000 $18,000,000 $22,000,000 

In Home Supportive Services - Paid Time Off 9,000,000 9,000,000 9,000,000 9,000,000 

Nonprofit Providers - City's Direct Contract Cost 3,000,000 700,000 11,000,000 13,ooo;ooo 
Total $18,000,000 $21,700;000 $38,000,000 $44,000,000 

Source: Controller 

l. 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.-0538 is an ordinance amending Administrative Code. Section 12P to increase the 
minimum compensation for employees of (a) .nonprofit organizations having contracts with 
the City to $16 per hour as of July 1, 2019, plus an amount corresponding to the prior year's 
increase in the Consumer Price Index {CPI); and (b) public entities, including In Home 
Supportive Services {IHSS), to $17 per hour on the 60th day after enactment of the ordinance. 
The minimum compensation amount for employees of nonprofit organizations and public 

· entities would increase each year on July 1 by the CPI. 

Key Points 

• The City's Minimum Compensation Ordinance requires City contractors to pay their 
covered employees no less than the minimum hourly compensation rate. The Board of 
Supervisors adopted Ordinance 232-18 in October 2018, setting minimum compensation 
for employees of for-profit contractors with the City as of November 3, 2018 at $17 per 
hour, which is $2 per hour more than the San Francisco minimum wage of $15 per hour. 

• The proposed ordinance sets minimum compensation for employees of nonprofit 
organi~ations at $16 per hour as of July 1, 2019, plus a CPI adjustment. The minimum 
compensation for IHSS employees would be· set at $17 per hour, 60 days after approval. 

• The ordinance also establishes working group to advise the Mayor and the Board of 
Supervisors on (a) wage equity between employees of nonprofit organizations working on 
City contracts who are paid minimum c·ompensation and other employees of the 
nonprofit organizations; and (b) the impact of wage compactlon. 

Fiscal Impact 

• According to the Controller's October 15, 2018 memorandum, the estimated increased 
cost to· nonprofit organizations in FY 2019-20 to incr$ase minimum compensation to $16 
per hour (approximately $0.50 per hour more than the estimated minimum wage on July 

. 1, 2019 of $15.50 per hour) is $500,000. If nonprofit organizations increased the wages of 
higher-paid workers to maintain wage differentials and reduce wage compaction, the 
estimated costs to nonprofit organizations in FY 2019-20 is at least $3.5.million. 

• As a result of SB 90 {2017), the State of California implemented a new county 
maintenance-of-effort in FY 2017-18 for the In Home Supportive Services {IHSS) program, 
increasing counties' contributions to IHSS costs. The proposed minimum compensation of 
$17 per hour paid to IHSS workers, which is $2 per hour more than the current minimum 
wage of $15 per hour, will increase San Francisco's maintenance of effort. The Human 
Services Agency is finalizing estimates on the impact of the proposed minimum 
compensation increase on San Francisco's maintenance of effort. We will review these 
and provide estimates to the October 23, 2018 Board of Supervisors meeting. · 

Recommendation 

• Approval of the proposed ordinances is a policy matter for the Board of Supervisors. 
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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. 

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 lea$es), and subcontracts. 

The Minimum Compensation Ordinance requires covered contractors to: 

•. Pay a minimum wage to all covered employees1 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 
ti.me for one year. 

The Board of Supervisors adopted Ordinance 232-18 in October 2018, setting. minimum 
comp~nsation for employees of for-profit contractors with the City as of November 3, 2018 at 
$17 per hour. The minimum compensation paid by City for~profit contractors is $2 per hour 
more than the San Francisco minimum wage of $15 per hour. 

File 17-0538 is an ordinance amending Administrative Code Section 12P to increase the 
minimum compensation for employees of (a) nonprofit organizations having contracts with the 
City to $16 per hour as of July 1, 2019, plus an amount corresponding to the prior year's 
increase in the Consumer Price Index (CPI); and (b) public entities, including In Home Supportive 
Services (IHSS), to $17 per hour on the 60th day after enactment of the ordinance. 

The minimum compensation amount for employees of nonprofit organizations and public 
entities would increase each year on July 1 by the CPI. 

The ordinance also establishes working group to advise the Mayor and the Board of Supervisors 
on (a) wage equity between employees of nonprofit organizations working on City contracts 
who are paid minimum compensation and other employees of the nonprofit organizations; and 
(b) the impact of wage compaction, or reduction in the differential wages between workers 
receiving minimum compensation and higher-paid workers. The working group would be made 

1 Exempted employees include summer interns and participants in after-school programs, trainees and disabled 
workers as defined by federal regulations, and volunteers 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
2 

1557 



BOARD OF SUPERVISORS SITTING AS A COMMITTEE OF THE WHOLE OCTOBER 23, 2018 

up of representatives from the Controller's Office, Department of Public Health and Human 
Services Agency, nonprofit organizations, and labor organizations. 

Estimated costs to nonprofit organizations 

According to the Controller's October 15, 2018 memorandum to the Board of Supervisors, the 
estimated increased cost to nonprofit organizations in FY 2019-20 to increase minimum 
compensation on July 1, 2019 to $16 per hour (approximately $0.50 per hour more than the 
estimated minimum wage on July 1, 2019 of $15.50 per hour) is $500,000. If nonprofit 
organizations increased the wages of higher-paid workers to maintain wage differentials and 
reduce wage compaction, the estimated costs to nonprofit organizations in FY 2019-20 is at 
least $3.5 million. 

The estimated increased cost to nonprofit organizations in FY 2019-10 to increase minimum 
compensation on July 1, 2019 to $i6.SO per hour (which adds a CPI adjustment of 3.3 percent · 
to the $16 per hour minimum compensation) is $1.3 million. If nonprofit organizations 
increased the wages of higher-paid workers to reduce wage compaction, the estimated costs to 
nonprofit organizations in FY 2019-20 is at least $7.0 million. 

These estimates include costs to nonprofit organizations for employees working on City 
contracts b.ut do not include potential costs due to wage increases for employees not working 
on City contracts. The City would have discretion on whether to fund the increased costs to 
nonprofit organizations due to increased· minimum compensation or require nonprofit 
organizations to absorb the increased costs. 

Estimated costs to In Home Supportive Services 

As a result of SB 90 (2017), the State of California implemented a new county maintenance-of­
effort in FY 2017-18 for the In Home Supportive Services (IHSS) program, increasing counties' 
contributions to IHSS costs. The proposed minimum compensation of $17 per hour paid to IHSS 
workers, which is $2 per hour more than the current minimum wage of $15 per hour, will 
increase San Francisco's maintenance of effort. The Human Services Agency is finalizing 
estimates on the impact of the proposed minimum compensation increase on San Francisco's 
maintenance of effort. We will review these and provide estimates to the October 23, 2018 
Board of Supervisors meetihg. 

Approval of the proposed ordinance is a policy matter for the Board of Supervisors. 
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Print Form 

Introduction Form 
By a Member of the Board of Supervisors or Mayor 

20t8 Ct ~irnttstaig~1 I: 55 
I hereby submit the following item for introduction (select only one): g y_;J/1{__ or me~ting _date_ .. 

D 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 inquiries" --~---~~--~---~---~ 
D 5. City Attorney Request. 

[Z] 6. Call File No. j 170538 . from Committee. 

D 7. Budget Analyst request (attached written motion). 

D 8. Substitute Legislation File No.='~~~~~~~~=~=·~--~) 

D 9. Reactivate File No.~,-----~-----~] 

D 10. Topic submitted for Mayoral Appearance before the BOS on 

... ease check the appropriate boxes. The proposed legislation should be forwarded to the following: 

D Small Business Commission D Youth Commission D Ethics Cofrrmission 

D Planning Commission D Building Inspection Commission 

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

Sponsor(s): 

IF ewer; Kim, Ronen, Yee 

Subject:· 

Administrative Code - Increasing the Minimum Compensation Hourly Rate 

The text is listed: 

Ordinance amending the Administrative Code to increase the minimum hourly compensation rate for employees of 
City contractors $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. 

Signature of Sponsoring Supervisor: I J::tfl11-,(,, t,u ~ . ~ j 
·· Clerk's Use Only 
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