
CITY OF ALAMEDA
Memorandum

To: Honorable Mayor and
Members of the City Council

From: John A.
City Manager

Date: June 19 , 2012

Re: Introduce an Ordinance Adding Section 2-67 to the Alameda Municipal
Code Relating to Prevailing Wages

BACKGROUND

This report addresses the proposed amendment of the Alameda Municipal Code
concerning prevailing wage law requirements. On February 21 , 2012 , the City Council
requested the preparation of an ordinance to clarify that City-funded public works
projects are subject to the prevailing wage requirement set forth in California law.

DISCUSSION

Generally, California law requires that public works projects be performed in compliance
with state prevailing wage laws. These laws govern the hourly rates paid.to the workers
of contractors. The California Department of Industrial Relations (DIR) establishes the
hourly rates and benefits for the various classifications of workers , which fall under its
requirements such as carpenter and electrician. Generally, prevailing wages are
required for public works projects exceeding $1 000. "Public Works" projects are
defined to include , among other things , construction , alteration , demolition , installation
maintenance , and repair work done under contract and paid for in whole or in part out of
public funds. According to the DIR , California s prevailing wage laws ensure that the
ability to get a public works contract is not based on paying lower wage rates than a
competitor. All bidders are required to use the same wage rates when bidding on a
public works project.

On February 21 , 2012 , the City Council discussed the possibility of requiring prevailing
wages for City-funded public works projects. Staff was directed to present, for City
Council consideration , an ordinance amending the Municipal Code , which would require
prevailing wages for all city-funded public works projects. Staff is recommending that
the ordinance not apply to: (1 ) improvements of$1 00 000 or less .that result from leases
at Alameda Point; and (2) improvements made subject to existing leases with effective
dates prior to the effective date of the proposed ordinance. These provisions will help
ensure that leases resulting in small improvement projects are not affected or
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discouraged and that the regulatory environment significantly affecting existing leases is
not changed mid- lease.

The cost impact of the proposed ordinance lies primarily in the public works projects
overseen by the Public Works Department , Alameda Municipal Power (AMP), and City
Leases , including Alameda Point leases and is described in further detail below.

FINANCIAL IMPACT

Typically, prevailing wage requirements increase construction costs by approximately
15 percent. There are studies that demonstrate both higher and lower impacts
depending on the type of project , location , and other factors. There are also potential
benefits that are sometimes difficult to measure , such as benefits from higher work
productivity, quality and safety.

Public Works:

The Public Works Department has $65 million in Capital Improvement Projects that are
expected to be funded in the next five years. These costs could increase to $75 million
assuming a typical 15 percent increase. The recent sewer rate increase assumed non-
prevailing wages , so the new rates may be insufficient to meet the sewer program
improvements required by U.S. EPA. In addition , deferred maintenance costs
associated with preventative maintenance assumed non-prevailing wages, so the
overall deferred maintenance cost estimate , which is $40 million , could increase by an
additional $6 million , assuming a typical 15 percent increase.

Alameda Municipal Power:

AMP contracts with approximately five to 10 contractors on an annual basis to perform
construction , repair or installation of its buildings and facilities. For FY2012 the CIP
budget for the portion of projects that would be subject to prevailing wage is
approximately $850 000. The proposed FY2013 CIP budget has approximately
$430 000 for projects subject to prevailing wage. These costs may increase to $977 500
for FY2012 and $494 000 for FY2012 , assuming a typical 15 percent increase.

Alameda Point Leases:

Unlike most City leases , the Alameda Point leasing program competes with other
private commercial property owners in the Bay Area for attracting and retaining tenants
at Alameda Point. The City currently leases over 2 million square feet of
industrial/commercial space that generates the majority of approximately $12. 5 million
in annual revenue. The City does not typically offer upfront allowances of any kind to
prospective tenants due to budget constraints. Tenants are required not only to improve
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their space for their own use (i. , tenant improvements), but in many cases , must
improve the "shell" of the building in order to even occupy the building, which is typically
the property owners responsibility. As a result, the City provides "rent credits" for
contributions tenants make towards qualified shell improvements (QSI) to offset the
tenant's investment in the City s asset. In some specific cases , the City also provides
below market rate leases to incentivize economic development.

Under the prevailing wage ordinance , improvements made pursuant to City leases at
Alameda Point that offer "rent credits " a below market lease rate , or any other public
subsidy, even if performed by a private party, may be subject to prevailing wage. This
ordinance is likely to have the following financial impacts on the City s lease revenue
budget and potential reuse of buildings at Alameda Point:

1. The reuse of chronically vacant buildings that will cost millions of dollars to renovate
and improve will be made more difficult , and in some instances , potentially infeasible.

This could result in delaying even further the reuse of certain buildings and in the
greater deterioration of the asset.

2. Lease revenues to the City from the reuse or continued use of buildings requiring
rent credits" (except those that require improvements valued at $100 000 or less or

result from an existing lease) will likely grow more slowly or possibly diminish over time
as " rent credits" will need to be greater in order to offset the increase cost of QSI borne
by a tenant in order to remain competitive with other privately owned locations or to
make the reuse or continued use of a building financially feasible.

3. Important economic development tenants may be lost because the increase in
improvement costs for tenant improvements or QSI may exceed any below market rent
relief provided by the City or the City s rent relief will have to be increased , resulting in
less potential revenue to the City (unless the improvements are valued at $100 000 or
less).

MUNICIPAL CODE/POLICY DOCUMENT CROSS REFERENCE

This Ordinance adds Section 2-67 to the Alameda Municipal Code relating to prevailing
wages.

ENVIRONMENTAL REVIEW

This Ordinance will not result in a significant effect on the environmental and is exempt
from CEQA under Guidelines section 15061 (b)(3).
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RECOMMENDATION

Introduce an ordinance to amend the Alameda Municipal Code by adding section 2-
relating to prevailing wages.

Respectfully submitted

Kern
City Attorney



CITY OF ALAMEDA ORDINANCE NO.
New Series

AMENDING THE ALAMEDA MUNICIPAL CODE BY
ADDING SECTION 2-67 RELATING TO PREVAILING WAGES

Council of the City of Alameda DOES HEREBY ORDAIN AS

Section 1. Section 2-67 of the Alameda Municipal Code , entitled " Prevailing
wages " is hereby added to read as follows:

Prevailing wages.

a. Contracts for public works projects , as defined in section 1720 et seq. of
the California Labor Code shall be subject to prevailing wage law (Labor Code S
1770 et seq. ), including projects that are solely funded by the City of Alameda.
Any notice inviting bids for such public works projects shall include notification of
the provisions of this section.

b. The provisions of subdivision (a) shall not apply to projects involving the
lease of existing buildings at the former Naval Air Station Alameda , commonly
referred to as Alameda Point , where the lessee is making improvements valued at
no more than $100 000. 00.

c. The provisions of subdivision (a) shall not apply to projects which have
existing leases at Alameda Point with effective dates prior to August 2 2012.

Section 2 This Ordinance will not result in a significant effect on the
environmental and is exempt from CEQA under Guidelines section 15061 (b)(3).

Section 3 It is the declared intent of the City Council of Alameda that if any
section , subsection , sentence , clause , phrase , or provision of this ordinance is
held invalid or unconstitutional by a court of competent jurisdiction , such invalidity
or unconstitutionality shall not be so construed as to render invalid or
unconstitutional the remaining provision of this ordinance.

Section 4 This ordinance and the rules, regulations, provisions
requirements , orders , and matters established and adopted hereby shall take
effect and be in full force and effect from and after the expiration of thirty (30)
days from the date of its final passage.
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Presiding Officer of the Council

Attest:

Lara Weisiger , City Clerk

the undersigned , hereby certify that the foregoing Ordinance was duly
and regularly adopted and passed by the Council of the City of Alameda in a
regular meeting assembled on the 19 day of June , 2012 , by the following vote to
wit:

AYES:

NOES:

ABSENT:

ABSENTIONS:

IN WITNESS , WHEREOF , I have hereunto set my hand and affixed the
official seal of said City this day of June , 2012.

Lara Weisiger , City Clerk
City of Alameda


