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Introduction	
  
	
  
Income	
  inequality	
   in	
  America	
   is	
  an	
   increasing	
  problem	
  that	
   is	
  encouraging	
  elected	
  
officials	
  to	
  take	
  a	
  hard	
  look	
  at	
  the	
  minimum	
  wage	
  as	
  one	
  tool	
  to	
  bring	
  relief	
  to	
  the	
  
problem.	
   	
   With	
   Congress	
   currently	
   unwilling	
   to	
   examine	
   the	
   issue	
   at	
   the	
   federal	
  
level,	
  many	
  states	
  and	
  local	
  jurisdictions	
  have	
  already	
  approved	
  or	
  are	
  considering	
  
local	
   minimum	
   wage	
   increases.	
   	
   In	
   August	
   2014,	
   the	
   US	
   Conference	
   of	
   Mayors’	
  
“Cities	
  of	
  Opportunity	
  Task	
  Force”	
   endorsed	
  higher	
  minimum	
  wages	
  as	
  a	
  key	
   tool	
  
for	
  addressing	
  income	
  inequality.	
  
	
  
Santa	
  Clara	
  County	
  is	
  no	
  exception	
  to	
  the	
  challenges	
  of	
  income	
  inequality,	
  with	
  the	
  
San	
  Jose-­‐Sunnyvale-­‐Santa	
  Clara	
  metropolitan	
  area	
  having	
  the	
  second	
  highest	
  cost	
  of	
  
living	
  index	
  in	
  the	
  state	
  of	
  California.	
  	
  Already,	
  the	
  cities	
  of	
  San	
  Jose,	
  Sunnyvale,	
  and	
  
Mountain	
   View	
   have	
   approved	
  minimum	
  wage	
   increases.	
   	
   The	
   cities	
   of	
   Palo	
   Alto,	
  
Santa	
   Clara,	
   Morgan	
   Hill,	
   and	
   Campbell	
   are	
   additionally	
   considering	
   a	
   minimum	
  
wage	
  increase.	
  
	
  
The	
  legal	
  and	
  policy	
  issues	
  with	
  a	
  minimum	
  wage	
  increase	
  are	
  lengthy.	
  Rather	
  than	
  
repeating	
   those	
   issues	
   in	
   its	
   report,	
   the	
   subcommittee	
   provides	
   the	
   Sunnyvale	
  
Report	
  To	
  Council	
  (RTC)	
  on	
  the	
  topic	
  as	
  an	
  overview.	
  
	
  
The	
  state	
  is	
  considering	
  the	
  issue,	
  and	
  CA	
  Senate	
  Bill	
  3	
  (Leno)	
  proposes	
  an	
  increase	
  
to	
  $11/hour	
  in	
  2016	
  and	
  $13	
  in	
  2017,	
  with	
  CPI	
  adjustments	
  starting	
  in	
  2019.	
  
	
  
San	
   Jose	
   and	
   Sunnyvale	
   have	
   already	
   established	
   a	
   $10.30/hour	
   minimum	
   wage	
  
with	
   annual	
   CPI	
   adjustments.	
   Mountain	
   View	
   has	
   adopted	
   an	
   identical	
   ordinance	
  
that	
   takes	
   effect	
   July	
   1,	
   2015.	
   	
   Mountain	
   View	
   and	
   Sunnyvale	
   have	
   additionally	
  
established	
  a	
  policy	
  goal	
  of	
  a	
  $15/hour	
  minimum	
  wage	
  by	
  2018.	
  	
  Mountain	
  View	
  is	
  
currently	
  discussing	
   a	
   possible	
  phased	
   increase	
   to	
   $15	
  by	
  2018,	
   and	
   Sunnyvale	
   is	
  
monitoring	
   Mountain	
   View’s	
   efforts	
   with	
   an	
   expressed	
   interest	
   in	
   adopting	
  
Mountain	
  View’s	
  schedule.	
  
	
  
However,	
   Palo	
   Alto	
   is	
   now	
   proposing	
   a	
  minimum	
  wage	
   that	
  matches	
   none	
   of	
   the	
  
other	
  three	
  increases	
  initially,	
  although	
  it	
  is	
  likewise	
  targeting	
  $15	
  by	
  2018.	
   	
  Santa	
  
Clara	
   has	
   proposed	
   a	
   minimum	
   wage	
   increases	
   that	
   matches	
   the	
   other	
   three	
  
jurisdictions	
   with	
   $10.30	
   and	
   a	
   CPI-­‐based	
   increase,	
   but	
   Santa	
   Clara	
   has	
   not	
   yet	
  
expressed	
   an	
   opinion	
   regarding	
   the	
   $15	
   by	
   2018	
   goal.	
   	
   In	
   light	
   of	
   this,	
  Mountain	
  
View	
  and	
  Sunnyvale	
  have	
  sent	
  a	
  joint	
  letter	
  to	
  the	
  other	
  cities	
  in	
  Santa	
  Clara	
  County	
  



encouraging	
  regional	
  consistency	
  in	
  any	
  schedules	
  and	
  degrees	
  of	
  a	
  minimum	
  wage	
  
increase.	
  

Priority	
  Consideration	
  
	
  
In	
   looking	
   at	
   this	
   issue,	
   the	
   subcommittee	
   asserts	
   that	
  regional	
   consistency	
   is	
   a	
  
paramount	
  consideration	
  for	
  jurisdictions	
  that	
  are	
  considering	
  adopting	
  a	
  higher	
  
minimum	
   wage.	
   A	
   lack	
   of	
   regional	
   consistency	
   in	
   minimum	
   wage	
   rates	
   creates	
  
serious	
   problems	
   for	
   jurisdictions,	
   locations,	
   and	
   employers.	
   	
   A	
   parallel	
   can	
   be	
  
drawn	
   with	
   local	
   jurisdictions’	
   efforts	
   to	
   adopt	
   single-­‐use	
   bag	
   policies,	
   and	
   the	
  
confusion	
  and	
  competitiveness	
  issues	
  caused	
  when	
  jurisdictions’	
  requirements	
  vary.	
  
	
  
Jurisdictions	
  suffer	
  from	
  a	
  lack	
  of	
  consistency,	
  in	
  that	
  differences	
  in	
  minimum	
  wage	
  
requirements	
   can	
   affect	
   a	
   city’s	
   economic	
   competitiveness.	
   	
   Additionally,	
  
jurisdictions	
  have	
   already	
   received	
   reports	
   from	
  employers	
   in	
   Santa	
  Clara	
  County	
  
stating	
  that	
  cities	
  without	
  an	
  increased	
  minimum	
  wage	
  are	
  losing	
  quality	
  employees	
  
to	
  opportunities	
  in	
  cities	
  with	
  higher	
  minimum	
  wages.	
  
	
  
A	
  lack	
  of	
  consistency	
  can	
  even	
  impact	
  specific	
  locations	
  that	
  span	
  jurisdictions,	
  such	
  
as	
   Valley	
   Fair.	
   	
   A	
   business	
   in	
   the	
   lower-­‐wage	
   portion	
   of	
   the	
   location	
   has	
   a	
  
competitive	
   advantage	
   over	
   a	
   related	
   business	
   in	
   the	
   higher-­‐wage	
   portion	
   of	
   the	
  
location.	
   	
   Similar	
   behavior	
  was	
   observed	
   in	
   Valley	
   Fair	
   when	
   San	
   Jose	
   adopted	
   a	
  
plastic	
  bag	
  ban	
  well	
  in	
  advance	
  of	
  any	
  effort	
  by	
  Santa	
  Clara	
  to	
  do	
  the	
  same.	
  
	
  
Employers	
  who	
   operate	
   locations	
   in	
   different	
   jurisdictions	
   encounter	
   payroll	
   and	
  
employment	
  challenges	
  when	
  the	
  locations	
  have	
  different	
  minimum	
  wage	
  rates.	
  
	
  
The	
   issue	
   of	
   regional	
   consistency	
   argues	
   strongly	
   for	
   either	
   a	
   national	
   or	
   state	
  
minimum	
   wage	
   increase.	
   	
   While	
   Congress	
   has	
   demonstrated	
   no	
   willingness	
   to	
  
examine	
   this	
   issue,	
   CA	
   Senate	
   Bill	
   3	
   (Leno)	
   proposes	
   an	
   increase	
   to	
   $11/hour	
   in	
  
2016	
  and	
  $13	
   in	
  2017,	
  with	
  CPI	
  adjustments	
  starting	
   in	
  2019.	
   	
  The	
  subcommittee	
  
considered	
   this	
   but	
   instead	
   suggests	
   the	
   Sunnyvale-­‐Mountain	
   View	
   goals	
   as	
   a	
  
starting	
   point	
   for	
   discussion,	
   since	
   they	
   surpass	
   SB	
   3	
   in	
   timing	
   and	
   degree.	
   	
   The	
  
considerably	
   higher	
   cost	
   of	
   living	
   in	
   Silicon	
   Valley	
   was	
   an	
   additional	
   factor	
   in	
  
recommending	
   efforts	
   beyond	
   those	
   that	
   might	
   be	
   achieved	
   by	
   SB	
   3,	
   should	
   it	
  
eventually	
   be	
   approved.	
   	
   In	
   general,	
   significant	
   differences	
   in	
   regional	
   economies	
  
argue	
  for	
  minimum	
  wages	
  based	
  on	
  regions	
  smaller	
  than	
  the	
  State	
  of	
  California.	
  
	
  
At	
   the	
   last	
   Silicon	
   Valley	
   Leadership	
   CEO	
   Economic	
   Outlook	
   Conference,	
   the	
  
attendees	
  were	
  asked	
  “would	
  you	
  support	
  a	
  minimum	
  wage	
  of	
  $15/hour,	
  phased	
  in	
  	
  
through	
  2020”	
  85%	
  of	
  respondents	
  answered	
  in	
  the	
  affirmative.	
  
	
  
Accordingly,	
   the	
   subcommittee	
   recommends	
   that	
   the	
   Cities	
   Association	
  
encourage	
   jurisdictions	
   to	
   place	
   particular	
   emphasis	
   and	
   value	
   on	
  
establishing	
   minimum	
   wage	
   ordinances	
   that	
   promote	
   regional	
   consistency	
  
within	
  Silicon	
  Valley.	
   	
  While	
  not	
  willing	
  to	
  endorse	
  a	
  specific	
  minimum	
  wage	
  



requirement	
  or	
  timeline,	
  the	
  subcommittee	
  points	
  to	
  the	
  Sunnyvale/Mountain	
  
View	
  efforts	
  as	
  the	
  only	
  existing	
  effort	
  towards	
  regional	
  consistency,	
  and	
  the	
  
subcommittee	
  encourages	
  jurisdictions	
  to	
  take	
  a	
  close	
  look	
  at	
  these	
  efforts.	
  

Issues	
  
	
  
The	
  subcommittee	
  identified	
  three	
  specific	
  issues	
  that	
  jurisdictions	
  should	
  consider	
  
in	
   their	
   discussion	
   of	
   a	
  minimum	
  wage	
   increase,	
   namely	
   possible	
   exemptions	
   for	
  
youths,	
  for	
  restaurant	
  wait	
  staff,	
  and	
  for	
  non-­‐profit	
  organizations.	
  

Exemption	
  for	
  Youths	
  
	
  
One	
  frequent	
  concern	
  is	
  the	
  impact	
  on	
  youth	
  hiring,	
  particularly	
  as	
  it	
  affects	
  summer	
  
and	
   holiday	
   hiring.	
   	
  When	
   contemplating	
   a	
  minimum	
  wage	
   increase,	
   jurisdictions	
  
often	
  consider	
  making	
  an	
  exception	
  for	
  youth	
  hiring.	
  	
  The	
  argument	
  in	
  favor	
  of	
  such	
  
an	
   exemption	
   asserts	
   that	
   without	
   such	
   an	
   exemption,	
   employers	
   tend	
   to	
   reduce	
  
youth	
   hiring.	
   	
   Early	
   employment	
   opportunities	
   can	
   have	
   a	
   significant	
   impact	
   on	
  
future	
   job	
   prospects,	
   so	
   cities	
   are	
   strongly	
   motivated	
   to	
   encourage	
   youth	
  
employment.	
   	
   The	
   argument	
   against	
   such	
   an	
   exemption	
   asserts	
   that	
   such	
   an	
  
exception	
   encourages	
   employers	
   to	
   hire	
   younger	
  workers	
   at	
   the	
   expense	
   of	
   older	
  
workers.	
  	
  	
  
	
  
All	
  three	
  County	
  jurisdictions	
  that	
  have	
  adopted	
  a	
  higher	
  minimum	
  wage	
  considered	
  
this	
  issue,	
  and	
  none	
  of	
  the	
  jurisdictions	
  have	
  adopted	
  a	
  youth	
  exemption.	
  
	
  
It	
  is	
  the	
  opinion	
  of	
  the	
  subcommittee	
  that	
  a	
  youth	
  exemption	
  has	
  no	
  regional	
  impact,	
  
since	
   youths	
   are	
  most	
   likely	
   to	
  work	
   in	
   close	
   to	
   home	
   regardless	
   of	
   employment	
  
conditions.	
   	
   Such	
   an	
   exemption	
   is	
   unlikely	
   to	
   create	
   issues	
   of	
   regional	
  
competitiveness.	
   	
   Therefore,	
   the	
   subcommittee	
   makes	
   no	
   recommendation	
  
about	
   a	
   youth	
   exemption	
   other	
   than	
   to	
   encourage	
   the	
   general	
   concept	
   of	
  
regional	
  consistency.	
  

Exemption	
  for	
  Restaurant	
  Wait	
  Staff	
  
	
  
One	
   concern	
   is	
   the	
  disparity	
   that	
   exists	
  when	
  a	
  minimum	
  wage	
   is	
   applied	
   to	
  both	
  
wait	
   staff	
   and	
   behind-­‐the-­‐counter	
   employees	
   in	
   restaurants,	
   since	
   wait	
   staff	
   can	
  
receive	
   tips	
   and	
   other	
   restaurant	
   employees	
   do	
   not.	
   Restaurant	
   employers	
   argue	
  
that	
  minimum	
  wage	
  wait	
  staff	
  receives	
  considerably	
  more	
  than	
  minimum	
  wage	
  once	
  
tip	
  income	
  is	
  taken	
  into	
  account.	
  	
  They	
  further	
  assert	
  that	
  applying	
  a	
  minimum	
  wage	
  
increase	
  to	
  	
  
	
  
California	
   state	
   law	
   prohibits	
   employers	
   from	
   crediting	
   tip	
   income	
   towards	
   an	
  
employer’s	
  minimum	
  wage	
  requirements.	
  
	
  
All	
  three	
  County	
  jurisdictions	
  that	
  have	
  adopted	
  a	
  higher	
  minimum	
  wage	
  considered	
  
this	
  issue,	
  and	
  none	
  of	
  the	
  jurisdictions	
  have	
  adopted	
  a	
  wait	
  staff	
  exemption.	
  



	
  
It	
   is	
   the	
   opinion	
   of	
   the	
   subcommittee	
   that	
   a	
   wait	
   staff	
   exemption	
   would	
   have	
  
significant	
  and	
  direct	
  regional	
  impact,	
  given	
  the	
  multiple	
  existing	
  ordinances	
  that	
  do	
  
not	
   make	
   such	
   an	
   exemption.	
   When	
   minimum	
   wages	
   vary	
   from	
   jurisdiction	
   to	
  
jurisdiction,	
   employees	
   and	
   customers	
   are	
  willing	
   to	
   look	
   to	
   restaurants	
   in	
   other	
  
jurisdictions	
  when	
  employment	
  terms	
  or	
  prices	
  differ.	
  	
  Maintaining	
  an	
  environment	
  
where	
  Silicon	
  Valley	
   restaurants	
  are	
  equally	
  attractive	
   to	
  potential	
  employees	
  and	
  
customers	
  regardless	
  of	
  jurisdiction	
  is	
  of	
  significant	
  value.	
  	
  Additionally,	
  wait	
  staff	
  is	
  
often	
   required	
   to	
   work	
   during	
   hours	
   when	
   little	
   or	
   no	
   income	
   from	
   tips	
   can	
   be	
  
realized.	
   	
   	
  The	
  State	
  of	
  California	
  does	
  not	
  permit	
  employers	
  to	
  credit	
  tips	
  towards	
  
the	
   state	
   legal	
   minimum	
   wage	
   requirement.	
   It	
   is	
   difficult	
   to	
   justify	
   a	
   wait	
   staff	
  
exemption	
   for	
   local	
   minimum	
   wage	
   requirements	
   when	
   state	
   minimum	
   wage	
  
requirements	
   make	
   no	
   such	
   distinction.	
   Therefore,	
   the	
   subcommittee	
  
recommends	
  against	
  cities	
  creating	
  an	
  exception	
  for	
  restaurant	
  wait	
  staff.	
  

Exemption	
  for	
  non-­‐profit	
  employees	
  
	
  
Concerns	
   have	
   been	
   raised	
   about	
   applying	
   an	
   increased	
   minimum	
   wage	
   to	
   non-­‐
profits	
   and	
   to	
   organizations	
   reimbursed	
   by	
   the	
   state,	
   since	
   such	
   entities	
   tend	
   to	
  
provide	
  services	
  for	
  the	
  most	
  at-­‐risk	
  community	
  members.	
  	
  A	
  higher	
  minimum	
  wage	
  
may	
  decrease	
  a	
  non-­‐profit’s	
  ability	
  to	
  provide	
  those	
  services.	
  
	
  
All	
  three	
  County	
  jurisdictions	
  that	
  have	
  adopted	
  a	
  higher	
  minimum	
  wage	
  considered	
  
this	
  issue,	
  and	
  none	
  of	
  the	
  jurisdictions	
  have	
  adopted	
  a	
  non-­‐profit	
  exemption.	
  
	
  
It	
   is	
   the	
  opinion	
  of	
   the	
   subcommittee	
   that	
   a	
  non-­‐profit	
   exemption	
  has	
  no	
   regional	
  
impact,	
  since	
  non-­‐profits	
  tend	
  not	
  to	
  suffer	
  from	
  issues	
  of	
  regional	
  competitiveness.	
  	
  
Therefore,	
   the	
   subcommittee	
   makes	
   no	
   recommendation	
   about	
   a	
   non-­‐profit	
  
exemption	
   other	
   than	
   to	
   encourage	
   the	
   general	
   concept	
   of	
   regional	
  
consistency.	
  

Other	
  Issues	
  
	
  
The	
  subcommittee	
  discussed	
  the	
  pros	
  and	
  cons	
  of	
  a	
  total	
  compensation	
  approach	
  
rather	
  than	
  a	
  minimum	
  wage	
  specific	
  approach.	
  	
  As	
  a	
  matter	
  of	
  best	
  practices,	
  there	
  
is	
  considerable	
  merit	
  to	
  a	
  total	
  compensation	
  approach.	
  	
  Terms	
  of	
  employment	
  vary	
  
from	
   profession	
   to	
   profession,	
   with	
   some	
   professions	
   placing	
   greater	
   value	
   on	
  
considerations	
  such	
  as	
  leave	
  or	
  medical	
  benefits	
  than	
  others.	
  	
  A	
  total	
  compensation	
  
approach	
  may	
  provide	
  more	
  robust	
  and	
  equitable	
  requirements	
  for	
  both	
  employers	
  
and	
  employees,	
  and	
  such	
  an	
  approach	
  may	
  be	
  a	
  more	
  effective	
  way	
  to	
  address	
  issues	
  
of	
   income	
   inequality.	
   	
   However,	
   existing	
   state	
   and	
   local	
   laws	
   invariably	
   deal	
  with	
  
compensation	
   issues	
  on	
  a	
  benefit-­‐by-­‐benefit	
  basis,	
  with	
  one	
   law	
  addressing	
  health	
  
insurance,	
  another	
  addressing	
  wages,	
  a	
  third	
  addressing	
  sick	
  leave,	
  and	
  so	
  on.	
  	
  Given	
  
existing	
   legislation	
   addressing	
   specific	
   benefits,	
   applying	
   an	
   additional	
   total	
  
compensation	
   requirement	
   is	
   unlikely	
   to	
   achieve	
   the	
  desired	
   level	
   of	
   flexibility	
   or	
  



effectiveness.	
  	
  The	
  subcommittee	
  is	
  additionally	
  unaware	
  of	
  any	
  jurisdictions	
  taking	
  
a	
  total	
  compensation	
  approach	
  to	
  this	
  issue.	
  
	
  
	
  
Attachments:	
  

1. Sunnyvale	
  Report	
  to	
  Council	
  of	
  5/20/2014	
  
2. Sunnyvale	
  Report	
  to	
  Council	
  of	
  10/14/2014	
  
3. Campbell	
  Staff	
  Report	
  on	
  Minimum	
  Wage	
  Study	
  Session	
  of	
  05/19/15	
  
4. Campbell	
  Staff	
  Report	
  Attachments:	
  Cost	
  of	
  Living	
  and	
  Demographic	
  Charts,	
  

Campbell	
  Minimum	
  Wage	
  Survey,	
  Campbell	
  Minimum	
  Wage	
  Survey	
  Results,	
  
Addendum	
  to	
  Staff	
  Memo	
  	
  

5. California	
  Restaurant	
  Association	
  Letter	
  to	
  Campbell	
  City	
  Council	
  re:	
  
Minimum	
  Wage	
  Study	
  Session	
  

6. Sunnyvale/Mountain	
  View	
  Letter	
  to	
  Mayor	
  Cristina	
  of	
  Campbell	
  (and	
  all	
  
Mayors	
  in	
  Santa	
  Clara	
  County)	
  re:	
  minimum	
  wage	
  increase	
  approach	
  

	
  



City of Sunnyvale

Agenda Item

14-0280 Agenda Date: 5/20/2014

REPORT TO COUNCIL (REPUBLISHED 5/21/2014)

SUBJECT
Establish a City Advocacy Position on Minimum Wage, and Provide Further Input Regarding Creation
of a Local Minimum Wage Ordinance, Including Enforcement and Implementation of Such Ordinance
(Study Issue)

BACKGROUND
In June 2013, Council sponsored Study Issue OCM-14-01, Consider Adopting a Local Minimum
Wage Ordinance Modeled on the City of San Jose Initiative (Attachment 1). At that time, the City
Manager made no recommendation on the study issue paper. In the fall of 2013, Governor Jerry
Brown signed legislation that would increase the state’s minimum wage rate to $9.00 per hour on
July 1, 2014 and $10.00 per hour on January 1, 2016. Staff updated the study issue paper to include
information on the new California law and the City Manager updated the staff recommendation from
no recommendation to drop, citing the new law as the basis for no longer needing a local ordinance.
At the 2014 Study/Budget Issues Workshop, however, Council directed staff to study a local
minimum wage ordinance similar to the one recently enacted in the City of San Jose that would adopt
a $10 per hour minimum wage with an annual adjustment tied to the Consumer Price Index (CPI).
The City of San Jose’s ordinance is presented as Attachment 6.

Staff has been researching and evaluating the requirements, including both programmatic and
community consequences, for adopting a minimum wage ordinance similar to the initiative passed by
San Jose voters in 2012. That initiative increased San Jose’s minimum wage from $8.00 per hour to
$10.00 per hour effective March 11, 2013. Beginning on January 1, 2014, the minimum wage was to
be adjusted annually by the amount corresponding to the prior year’s August Consumer Price Index
(Urban Wage Earners and Clerical Workers, U.S. City Average for All Items) as published by the U.S.
Department of Labor. Employers in Sunnyvale are governed by the state’s minimum wage
requirement, which is currently $8.00 per hour, and which is set to increase to $9.00 per hour on July
1, 2014 and $10.00 per hour on January 1, 2016. In San Jose, the current minimum wage is $10.15
per hour. The State’s minimum wage law does not preempt local ordinances from requiring payment
of a higher minimum wage.

Meanwhile, pending legislative efforts at both the state and federal level have presented
opportunities to advocate for increased minimum wage rates that staff has been unable to respond to
because the City has not adopted a  policy position on minimum wage. This report presents a draft
Legislative Advocacy Position for Council’s consideration, which would enable City advocacy on this
topic.

In addition, the report provides information about the typical provisions which make up local minimum
wage ordinances, including the provisions in the City of San Jose’s initiative that increased the
minimum wage and included an annual cost of living adjustment tied to the CPI, and alternatives for
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implementation and remedies/enforcement of the ordinance.

EXISTING POLICY
Council Policy 7.3.1 Legislative Management - Goals and Policies:

Policy 7.3B.3 Prepare and update ordinances to reflect current community issues and
concerns in compliance with state and federal laws.

Policy 7.3B.4 Prepare and update the Legislative Advocacy Positions as the shorter-term
policies that support the General Plan and guide Council and staff on intergovernmental
matters.

ENVIRONMENTAL REVIEW
N/A

DISCUSSION

A. City Advocacy Position
There are several key pieces of minimum wage-related legislation making their way through the
Congress and the California Legislature. Senate Bill 935 (Leno) may address Council’s intent
regarding raising the minimum wage and tying annual increases to the CPI. However, the City does
not have a policy position allowing advocacy regarding minimum wage increases at the state or
federal level. To support this issue at the state and federal level, a new long-term advocacy position
such as the following would need to be adopted by Council:

“Supporting the quality of life in Sunnyvale, the City would support legislation to increase the current
minimum wage or tie future increases to Consumer Price Index (CPI) or the rate of inflation.”

Adoption of such a policy would allow staff to advocate for minimum wage increases at the state and
federal level in a timely manner.

B. Local Minimum Wage Ordinance
Since Council’s ranking of Study Issue OCM 14-01, staff has evaluated the efforts of other cities on
the topic of minimum wage increases and local ordinances, and researched current and pending
legislation at the state and federal level. In addition, staff performed outreach in the community via an
online survey and targeted industry outreach meetings with business owners, business
representatives and business groups, including the Sunnyvale Chamber of Commerce and California
Restaurant Association, and nonprofit representatives including the Sunnyvale Community Services
Board.

There appears to be a growing concern that the current state minimum wage does not acknowledge
the high cost of living in California and in particular the Bay Area. The cities of San Francisco and
San Jose have already enacted local minimum wage laws, and a number of other Bay Area cities are
in the process of considering them. Some cities are having discussions about the viability of a
regional minimum wage for a geographic area, such as a county. Additionally, both the federal and
state legislatures are considering amending their minimum wage laws. Below is a table showing
some of the efforts currently underway:

 Jurisdiction Proposal per hour Tied to
CPI/Inflation

Status/Exemptions

US Congress,
Minimum
Wage
Fairness Act

$10.10 Yes; tied to
Inflation

Failed to garner support from the
Senate, but several additional bills
are pending. The minimum wage
issue continues to be an actively
discussed topic at the Federal
level.

California
Legislature,
SB 935 (Leno)

1/1/15 $11.00
1/1/16 $12.00
1/1/17 $13.00

Yes; tied to
Inflation
beginning
January 2018

Suspense file (used by
Appropriations Committees in both
houses of the legislature to
temporarily hold bills with
$150,000 or more of
expenditures).

Berkeley 7/1/14 $9.00 (same
as state) 1/1/15
$10.00 1/1/16
$10.75

No Second Reading of the ordinance
to be on 5/20/14. The Council also
established a task force to work
with businesses on additional
increases. Task force would
explore creating a “regional
minimum wage” with Oakland and
other East Bay cities. Some
exemptions, but “direct tipped”
employees included in the
ordinance.

Richmond 1/1/15 $9.60 1/1/16
$11.52 1/1/17
$12.30

Yes; tied to CPI
beginning
January 2018

Council directed staff to draft an
ordinance with several
exemptions, including, but not
limited to: 1. People less than 18
years of age 2. Businesses with
fewer than 10 employees 3.
Employees that are regularly
tipped

Mountain
View

Nothing formally
proposed

Nothing formally
proposed

Community activists asking council
to consider a ballot initiative or
adopt ordinance to raise minimum
wage to $15 per hour.
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 Jurisdiction Proposal per hour Tied to
CPI/Inflation

Status/Exemptions

US Congress,
Minimum
Wage
Fairness Act

$10.10 Yes; tied to
Inflation

Failed to garner support from the
Senate, but several additional bills
are pending. The minimum wage
issue continues to be an actively
discussed topic at the Federal
level.

California
Legislature,
SB 935 (Leno)

1/1/15 $11.00
1/1/16 $12.00
1/1/17 $13.00

Yes; tied to
Inflation
beginning
January 2018

Suspense file (used by
Appropriations Committees in both
houses of the legislature to
temporarily hold bills with
$150,000 or more of
expenditures).

Berkeley 7/1/14 $9.00 (same
as state) 1/1/15
$10.00 1/1/16
$10.75

No Second Reading of the ordinance
to be on 5/20/14. The Council also
established a task force to work
with businesses on additional
increases. Task force would
explore creating a “regional
minimum wage” with Oakland and
other East Bay cities. Some
exemptions, but “direct tipped”
employees included in the
ordinance.

Richmond 1/1/15 $9.60 1/1/16
$11.52 1/1/17
$12.30

Yes; tied to CPI
beginning
January 2018

Council directed staff to draft an
ordinance with several
exemptions, including, but not
limited to: 1. People less than 18
years of age 2. Businesses with
fewer than 10 employees 3.
Employees that are regularly
tipped

Mountain
View

Nothing formally
proposed

Nothing formally
proposed

Community activists asking council
to consider a ballot initiative or
adopt ordinance to raise minimum
wage to $15 per hour.

In addition to the efforts under way in Richmond, Berkeley, and Mountain View, similar initiatives are
also being considered in Los Angeles, Oakland, and San Diego. In all of these jurisdictions, councils
are being lobbied to join San Francisco and San Jose in setting a minimum wage higher than state
law and, in some cases, to include an automatic annual increase linked to the CPI.

Community Outreach
A survey was created and promoted via Facebook, Twitter, and direct emails, resulting in about 460
participants providing input (Attachment 2). Approximately 65 percent of survey respondents were
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Sunnyvale residents, 23 percent were business owners, and the remaining 12 percent choosing
either employee or “other”. About 78 percent of residents support an increase to $10.00 per hour
prior to the state’s increase in January 2016, and about 74 percent support linking the increase to the
CPI. Business owners’ responses were split nearly down the middle with 53 percent opposing an
increase to the minimum wage (47 percent in support) and 51 percent opposing linking future
increases to the CPI (49 percent in support).

The nonprofits unanimously support a minimum wage increase and support linking future increases
to the CPI (Attachment 5). Sunnyvale Community Services Board of Directors, an emergency
assistance provider, voted unanimously to support a minimum wage increase and tying future
increases to the CPI. The main reason for the support is due to the high cost of living in Sunnyvale.
These organizations are seeing more clients unable to pay for basic necessities such as housing and
food.

Points for Council Consideration

1. Typical Provisions of a Local Ordinance

The San Jose local minimum wage law adopts a local minimum wage which adjusts automatically
each year based on any increase to the CPI. It requires employers to pay its minimum wage for each
hour worked within the geographic boundaries of the City. It defines “Employer” as any person,
including corporate officers or executives, as defined in Section 18 of the California Labor Code, who
directly or indirectly through any other person, including through the services of a temporary
employment agency, staffing agency or similar entity, employs or exercises control over the wages,
hour or working conditions of any Employee and who is ether subject to the Business License Tax
Chapter of the Municipal Code or maintain a facility in the City.” The ordinance set the original
minimum wage at $10.00 per hour; under the adjustment formula, on January 1, 2014, San Jose
increased its minimum wage to $10.15 per hour.

Staff has met with business owners and groups, the Sunnyvale Chamber of Commerce, and
nonprofit organizations to discuss the study issue. A survey was also conducted to gather additional
input from the community at large. Based on the feedback from these groups, below are additional
provisions for Council consideration, including potential exemptions for specific working groups and
the intervals at which adjustments to the minimum are applied.

Increases to CPI or Inflation.
Some businesses are supportive of increasing the City’s minimum wage to $10.00 prior to
the state’s mandated $10.00 per hour on January 1, 2016. However, the majority of
businesses, including the Chamber of Commerce and California Restaurant Association, are
opposed to linking any future increases to the CPI. Business owners representing sectors
such as restaurants, hotels, small retail businesses, stated that they currently pay more than
the State’s minimum wage. However, most of the impacted businesses say that linking the
minimum wage to the CPI would change the minimum wage every year and would be costly
and inconvenient as they will not be able to accurately predict annual budgets.

Intervals at which adjustments to the minimum wage would be considered.
As an alternative to an annual increase that ties to CPI, the Sunnyvale Chamber of
Commerce is proposing that Council consider a fixed minimum wage with reviews every
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three years and adjustments to a predictable and fixed amount (Attachment 3). The logic
behind the proposal is that if the CPI increases by two percent on year one, four percent on
year two, and three percent on year three, when Council reviews the minimum wage issue in
year three, the increase could be up to nine percent.

Potential exemptions for specified working groups or categories of people.
Directly-Tipped Employees: The California Restaurant Association strongly
opposes any minimum wage increase (Attachment 4) due to the industry’s low profit
margins and their assertion that tipped employees would profit the most from a
minimum wage increase. Restaurant owners repeatedly stated that minimum wage
should not apply to directly-tipped employees because they have higher
compensation when tips are taken into account, and because more base pay for
tipped workers would mean less funding would be available for non-tipped
employees. At the state level, California Labor Code 351 precludes crediting tips
against wages to meet a minimum wage requirement. San Jose’s ordinance
(Attachment 6) does not exclude any directly-tipped employees from the minimum
wage requirement.

Additional Exemptions Being Considered by Other Cities: Other cities, including
Berkeley and Richmond, are considering exempting businesses with less than a
certain number of employees, persons less than 18 years of age, and directly-tipped
employees.

2. Implementation and Enforcement

San Jose and San Francisco’s minimum wage ordinances were mandated by voter initiatives. San
Francisco voters approved their minimum wage ordinance in 2003. San Francisco’s program is
enforced by its Labor Standards Enforcement, which also enforces Healthy San Francisco (a
healthcare ordinance) and its Paid Sick Leave requirement. The San Jose Minimum Wage Initiative
was approved by voters in November 2012 and took effect March 2013. San Jose’s program
enforcement is managed by the city's Office of Equality Assurance, which also manages the city’s
Living Wage and Prevailing Wage programs. The City of San Jose has two full-time positions
assigned to enforcement of their program - a division manager and a contract compliance specialist.
The City of San Jose’s ordinance identifies two means of enforcement or remedy, including
administrative action by the city’s Office of Equality Assurance (OEA) and/or a private enforcement
action through the courts by the person aggrieved by the violation.

The San Jose minimum wage ordinance basically creates a minimum wage program. In order for the
City to implement an ordinance modeled after the one adopted in the City of San Jose, the following
activities would be required.

Implementation:
• Provide outreach and education to affected businesses and employees about their rights and

responsibilities, which would include creation and distribution of educational materials with
annual updates.

• Develop any guidelines required to implement the program.
• Answer questions about the ordinance.
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Administrative Enforcement:
• Accept complaints.
• Investigate complaints made regarding compliance, which include interviewing employees,

requesting and reviewing documentation, and possible subpoenas.
• Negotiate informal resolutions of complaints.
• Issue administrative citations for noncompliance.
• Provide appeals with the hearing office for administrative citations.
• Collect and track administrative citations.

Unlike San Jose and San Francisco, Sunnyvale does not have infrastructure in place nor staff
expertise to manage a minimum wage program. Currently, persons employed within the City rely on
the State’s Department of Industrial Relations to enforce any wage issues between an employee and
their employer. Enforcement of a minimum wage ordinance program for the City is not currently
considered a core service. Development of such a program would take time and resources. Staff
estimates that up to six months and approximately 900 staff hours may be needed to fully develop an
implementation and enforcement program based on adoption of a minimum wage ordinance. The
amount of hours may increase or decrease depending on any exemptions and the intervals on which
increases are made.

It may be possible to contract out enforcement actions with another local agency that already has
resources dedicated to enforce such an ordinance. Should Council choose to explore this option,
staff would return with language presenting enforcement options for Council consideration.
Additionally, Council could consider an ordinance that adopted a local minimum wage that did not
include administrative enforcement provisions and provided only a private enforcement mechanism.
Under that scenario, an aggrieved person would file an enforcement action directly with the courts
rather than through a complaint with the City.

FISCAL IMPACT
There is no immediate fiscal impact to Council’s adopting an advocacy position or providing direction
on the specific provisions it would want in a local ordinance. At a minimum, to implement a City
minimum wage ordinance with City enforcement may require approximately 900 hours of staff time to
conduct outreach and update employee/employer notifications and guidelines; the estimated cost for
promotional and outreach materials would be approximately $10,000 per year. Specific costs for the
various provisions of a potential ordinance as presented in this report could vary and would be
presented to Council in a follow-up report.

PUBLIC CONTACT
Public contact was made by posting the Council agenda on the City's official-notice bulletin board
outside City Hall, at the Sunnyvale Senior Center, Community Center and Department of Public
Safety; and by making the agenda and report available at the Sunnyvale Public Library, the Office of
the City Clerk and on the City's website. Staff also notified interested parties and those that submitted
comments and/or attended the outreach meetings.

As previously mentioned, staff conducted a community survey regarding the issue; survey results are
presented as Attachment 2. Additional letters received on this matter are presented as Attachments
3, 4, and 5
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ALTERNATIVES
1.  Advocacy Position:

a. Adopt a new long-term advocacy position as presented: Supporting the quality of life in
Sunnyvale, the City would support legislation to increase the current minimum wage or
tie future increases to Consumer Price Index (CPI) or the rate of inflation.

b.  Adopt a modified long-term advocacy position.
c.  Do not adopt a City advocacy position on this subject.

2.  Direct staff to Create a Minimum Wage Ordinance:
a.  Automatic Future Increases.

i. Annual increases tied to CPI.
Ii Increases every three years tied to CPI.
iii. Other interval as directed by Council.
iv. Do not tie future increases of the minimum wage to CPI.

b.  Potential exemptions for specified working groups or categories of people.
i. Exempt directly-tipped employees.
ii. Exempt businesses with less than a certain number of employees, as

specified by Council.
iii. Exempt persons within age ranges as specified by Council.
iv. Exempt public agencies and/or nonprofits.
v. Other exemptions as directed by Council.
vi. Do not provide any exemptions.

c.  Enforcement options:
i. Direct staff to explore options for in-house City enforcement of the

ordinance and return to Council with their findings.
ii. Direct staff to explore options for contract enforcement of the ordinance and

return to Council with findings.
iii. Other action as directed by Council.
iv. Introduce an Ordinance with no City enforcement and only a Private Right

of Action.
3.  Do not move forward with a minimum wage ordinance.
4.  Other action as directed by Council.

RECOMMENDATION
Staff makes no recommendation on Alternatives 1 (City advocacy position) or 2 (whether or not City
should adopt a minimum wage ordinance). However, should Council pursue an ordinance, staff
recommends that Council provide guidance addressing each of the Alternative categories -
Automatic Future Increases, Potential Exemptions, and Enforcement Options. More specifically with
regard to Enforcement Options, should Council pursue an ordinance with City enforcement, staff
recommends Council move both Alternatives 2c(i) and 2c(ii) to ensure staff returns with a
comprehensive list of options.

The costs and effort required for either of those options could vary significantly. An in-house program,
for example, would require development from the ground up as currently the City has no supportive
infrastructure in place. The cost of a contracted enforcement service might be less; however there
may be additional inconveniences to the aggrieved parties in traveling to another city to file a
complaint. Exploring both options would benefit Council by resulting in a more comprehensive list of
options.
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Prepared by: Connie Verceles, Economic Development Manager
Approved by: Robert A. Walker, Interim City Manager

ATTACHMENTS
1.  Study Issue OCM-14-01
2.  Minimum Wage Increase Survey Results
3.  Sunnyvale Chamber of Commerce Letter
4.  California Restaurant Association Letter
5.  Silicon Valley Council of Nonprofits Letter
6.  City of San Jose Minimum Wage Ordinance
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City of Sunnyvale

Agenda Item

14-0694 Agenda Date: 10/14/2014

REPORT TO COUNCIL

SUBJECT
Introduce an Ordinance to Add Chapter 3.70 (Minimum Wage) to Title 3 of the Sunnyvale Municipal
Code to Require the Payment of a Citywide Minimum Wage; Find that the proposed ordinance is
exempt from the California Environmental Quality Act (CEQA) under CEQA Guideline Section 15061
(b)(3); and Approve Budget Modification No.16.

BACKGROUND
Currently, most Sunnyvale employers are governed by the State’s minimum wage requirement,
which is $9.00 per hour and is set to increase to $10.00 per hour on January 1, 2016.  In San Jose,
the current minimum wage is $10.15 per hour and may increase on January 1, 2015, based on this
year’s increase in the Consumer Price Index (CPI).

At the May 20, 2014 City Council meeting, Council took three actions related to Study Issue OCM 14-
01:

1. Adopted a long-term advocacy position supporting legislation to increase minimum wage and
tie future increases to the CPI.

2. Directed staff to return to Council with a minimum wage ordinance (modeled after the City of
San Jose’s Minimum Wage Ordinance) with no exemptions for specific groups of employees
and with annual increases tied to CPI.

3. Directed staff to explore options for contract and in-house enforcement of the ordinance and to
return to Council with findings.

Staff has continued to monitor state legislation regarding minimum wage increases and submitted a
support letter for SB 935 (De Leon), which proposes to  increase  the minimum wage over a three
year period, and then provide for annual automatic  adjustments based on the CPI. SB 935 did not
garner enough votes to pass the Assembly Labor and Employment Committee, and will not be heard
again this year.

Similar to the San Jose ordinance, the City of Sunnyvale’s proposed ordinance (Attachment 1)
adopts a local minimum wage which adjusts automatically each year based on any increase in the
CPI. The ordinance requires Sunnyvale employers to pay a minimum wage of $10.30 per hour
starting January 1, 2015, for each hour worked within the geographic boundaries of the City of
Sunnyvale. It defines “Employer” as any person, including corporate officers or executives, as
defined in Section 18 of the California Labor Code, who directly or indirectly through any other
person, including through the services of a temporary employment agency, staffing agency or similar
entity, employs or exercises control over the wages, hours or working conditions of any employee.

In accordance with Council direction provided to staff on May 20, 2014, the proposed ordinance
creates a minimum wage program for the City of Sunnyvale. In order for the City to implement and
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administer the proposed ordinance the following is required:
·· Adoption of the ordinance by City Council

·· Outreach and education for employers and employees

·· Informational materials regarding new ordinance

·· Clear and concise program guidelines

·· Investigation of complaints

·· Complaint resolution

EXISTING POLICY
Council Policy 7.3.1 Legislative Management - Goals and Policies:

Policy 7.3B.3 Prepare and update ordinances to reflect current community issues and
concerns in compliance with state and federal laws.

Council 5.0 Long-term Advocacy Positions - Socio-Economic:
Policy 5.2.3 Supporting the quality of life in Sunnyvale, the City would support legislation to
increase the current minimum wage or tie future increases to Consumer Price Index (CPI) or
inflation.

ENVIRONMENTAL REVIEW
Adoption of the proposed ordinance is exempt from the requirements of CEQA in that it is not a
project which has the potential for causing a significant effect on the environment. (CEQA Guidelines
Section 15061(b)(3).)

DISCUSSION
Proposed Ordinance
The proposed ordinance creates Chapter 3.70 (Minimum Wage) of Title 3 of the Sunnyvale Municipal
Code and requires employers, including the City, to pay a citywide minimum wage to all employees
employed within the boundaries of the City of Sunnyvale. The provisions of the proposed ordinance
include, but are not limited to:

·· A minimum of $10.30 per hour be paid by employers beginning January 1, 2015

·· An adjustment to the minimum wage, every year on January 1, based on the prior year’s CPI

·· Employers' adherence to the higher minimum wage in the City of Sunnyvale even though the
minimum wage rate is higher than the state and federal requirements

While the text of the proposed ordinance is very similar to the one adopted by the City of San Jose,
Sunnyvale’s ordinance also incorporates state provisions which are contained in San Jose’s
administrative regulations rather than the ordinance. For instance, state law allows offsets for meals
and housing costs if there is a prior voluntary agreement between employee and employer; San Jose
also allows the offset, but it is contained in the administrative regulations rather than the ordinance.
For convenience to both employers and employees, Sunnyvale proposes to include substantive
requirements in the ordinance itself, rather than in administrative regulations.

Implementation and Enforcement Options
As per Council direction, staff explored options for in-house and contract enforcement of the
proposed ordinance. The enforcement model of the proposed ordinance is complaint-driven. There
are two major phases needed for the implementation and enforcement of a minimum wage
ordinance:

Page 2 of 6



14-0694 Agenda Date: 10/14/2014

1.Outreach & Education-actions include, but are not limited to:
a.Developing administrative guidelines for program implementation
b.Distributing materials regarding the ordinance to employers and employees
c. Creating a set of FAQs to respond to inquiries
d.Partnering with business associations to distribute information to employers and

employees
e.Staff training
f. Translating documents into different languages as prescribed in ordinance
g.Updating information on annual basis

2.Administration & Enforcement-actions include, but are not limited to:
a. Informal resolution

i. Conducting investigations
ii. Informal resolution of complaints
iii. Receiving and distributing restitution checks for affected employees

b.Administrative Citation
i. Issuing administrative citations for non-compliance
ii. Implementing a process for due process hearings, including defending

court appeals
iii. Pursuing civil action or other remedies if an employer does not respond to

administrative citations
iv. Receiving and distributing restitution checks for affected employees

Staff explored the pros and cons of both options for the two phases needed to implement the
ordinance. Below is a table outlining staff’s findings:

In-House Enforcement Pros Cons

Outreach & Education Familiarity with constituents New program - lack of
staff expertise

Businesses familiar with staff No enforcement
infrastructure in place

Aware of City’s outreach
requirements

Administration &
Enforcement

Higher cost due to lack of
staff expertise

Small number of
anticipated complaints
does not justify ongoing
staffing costs

No infrastructure in place
to manage program

Need to create program
from scratch

Contract Enforcement Pros Cons

Outreach & Education Familiarity with ordinance Not familiar with
constituents

Businesses unfamiliar
with staff

Not familiar with City of
Sunnyvale’s outreach
requirements

Administration &
Enforcement

Lower cost due to staff
expertise and by leveraging
existing staff resources already
dedicated to this effort in San
Jose

Not familiar with
constituents

Fully developed program in
place

Employees having to go
through another city for
enforcement

Staff familiar with Ordinance
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Contract Enforcement Pros Cons

Outreach & Education Familiarity with ordinance Not familiar with
constituents

Businesses unfamiliar
with staff

Not familiar with City of
Sunnyvale’s outreach
requirements

Administration &
Enforcement

Lower cost due to staff
expertise and by leveraging
existing staff resources already
dedicated to this effort in San
Jose

Not familiar with
constituents

Fully developed program in
place

Employees having to go
through another city for
enforcement

Staff familiar with Ordinance

The City of Sunnyvale does not have infrastructure in place nor staff expertise to manage a minimum
wage program. Currently, persons employed within the City rely on the State’s Department of
Industrial Relations to enforce any wage issues between an employee and their employer.
Administration and enforcement of a minimum wage program for the City of Sunnyvale is not
currently considered a core service.  At a minimum, to implement a City of Sunnyvale minimum wage
ordinance with City enforcement may require approximately 900 hours of staff time to conduct
enforcement, outreach and update employee/employer notifications and guidelines.

Staff has explored both options and plans initially to pursue a hybrid model. Under the hybrid model,
the City of Sunnyvale will complete the Outreach and Education phase in-house and contract with the
City of San Jose for the Administration & Enforcement- Informal Resolution part of phase two. The
City of Sunnyvale will coordinate with San Jose staff, but will have primary responsibility for the
Administration & Enforcement-Administrative Citation part of phase two. This operational strategy is
based on the fact that preliminary discussions with the City of San Jose suggest that contracting with
San Jose will be more cost-effective than providing these services in-house. It also recognizes
existing City resources: Sunnyvale is staffed to perform outreach and education functions, but lacks
the expertise and resources to execute day-to-day enforcement functions. Given this type of program
is new to the City of Sunnyvale and there is no existing City department that administers a similar
program, the hybrid model will allow Sunnyvale staff time to become familiar with the program and
determine whether other operational strategies should be pursued. The City already has provisions in
the Sunnyvale Municipal Code for the issuance of administrative citations and staff will coordinate
with the Office of the City Attorney to implement those administrative procedures when necessary.

FISCAL IMPACT
Based on preliminary discussions, the potential fiscal impact of entering into a contract with the City
of San Jose may be up to $30,000 per year. This amount could be lower or higher depending on the
number of cases needing to be resolved. The contract with the City of San Jose will only cover
administration and enforcement of typical cases; those needing to be moved to the administration
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citation phase will return to Sunnyvale for staff issuance of citations and coordination with the Office
of the City Attorney. Costs for the outreach and education phase will be absorbed within the current
budget.

In addition to the costs of outreach and enforcement, adopting this ordinance also affects the City’s
operating costs.  The City employs a variety of casual and seasonal staff, primarily in the Recreation
Division, who are paid at or below $10.30 per hour. The state minimum wage is already set to rise to
$10 per hour in 2016.  Had the minimum wage of $10.30 been in place over the last fiscal year, it
would have affected approximately 50 employees at a total cost of approximately $25,000 for the
year.  Therefore, bringing Sunnyvale staff up to a higher wage will not significantly affect the cost of
operations and can be absorbed in the current budget and adjusted for in future budgets.  However,
on a long-term basis, this ordinance changes the nature of budgeting for these personnel as the
costs will subsequently be tied to CPI as opposed to directly under the City’s control.

Staff is recommending that the $30,000 per year for enforcement be funded from the General Fund
Budget Stabilization Fund.  Should this cost remain stable, this will have a 20-year impact of
approximately $750,000.

Budget Modification No. 16 has been prepared to appropriate $30,000 from the Budget Stabilization
Fund to a new project to fund minimum wage enforcement activities.

Budget Modification No. 16

FY 2014/15

Current Increase/
(Decrease)

Revised

General Fund

Expenditures:
New Project - Minimum Wage
Ordinance Enforcement

$ 0 $30,000 $30,000

Reserves
Budget Stabilization Fund $38,371,772 ($30,000) $38,341,772

PUBLIC CONTACT
Public contact was made by posting the Council agenda on the City's official-notice bulletin board
outside City Hall, at the Sunnyvale Senior Center, Community Center and Department of Public
Safety; and by making the agenda and report available at the Sunnyvale Public Library, the Office of
the City Clerk and on the City's website.

Staff also sent postcards stating time and location of this evening's Council meeting to businesses
with valid business licenses. In addition, staff notified interested parties that attended outreach
meetings in the past regarding this issue and posted information regarding the ordinance on the
City’s Facebook and Twitter pages.

ALTERNATIVES
1. Introduce an ordinance, as presented in Attachment 1, to add Chapter 3.70 (Minimum Wage)

to Title 3 of the Sunnyvale Municipal Code to require the payment of a citywide minimum wage
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2. Find that the proposed ordinance is exempt from CEQA under CEQA Guideline 15061(b)(3)
3. Approve Budget Modification No. 16
4. Introduce an ordinance with modifications
5. Do not create Chapter 3.70 at this time

RECOMMENDATION
Alternatives 1, 2 and 3: Introduce an ordinance, as presented in Attachment 1, to add Chapter 3.70
(Minimum Wage) to Title 3 of the Sunnyvale Municipal Code to require the payment of a citywide
minimum wage; Find that the proposed ordinance is exempt from CEQA under CEQA Guideline
15061(b)(3); and Approve Budget Modification No. 16 to fund the hybrid enforcement model.

Staff developed the ordinance in accordance with Council’s direction on May 20, 2014. Staff also
explored options for contract and in-house enforcement of a minimum wage program. Staff plans
initially to implement a hybrid enforcement model based on discussions with San Jose and the limited
resources currently available within the City of Sunnyvale. This ordinance creates a new minimum
wage program for the City of Sunnyvale and there is no existing City department to administer such a
program. The hybrid enforcement model will allow Sunnyvale staff time to become familiar with the
program and determine whether other operational strategies should be pursued.

Prepared by: Connie Verceles, Economic Development Manager
Reviewed by: Joan Borger, City Attorney
Reviewed by: Robert A. Walker, Assistant City Manager
Approved by: Deanna J. Santana, City Manager

ATTACHMENTS
1. Sunnyvale Draft Ordinance
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Attachment 1 
 
   As of December 2014 

 

Source: National Employment Law Project. Retrieved 
from http://www.nelp.org/content/uploads/2015/03/City-Minimum-Wage-Laws-Recent-Trends-
Economic-Evidence.pdf  

 

 

 

 

 

 

 

 

 

 

 

http://www.nelp.org/content/uploads/2015/03/City-Minimum-Wage-Laws-Recent-Trends-Economic-Evidence.pdf
http://www.nelp.org/content/uploads/2015/03/City-Minimum-Wage-Laws-Recent-Trends-Economic-Evidence.pdf


 

       Bay Area Minimum Wage Ordinances 

City Ordinance 
Adopted 

Current Hourly Minimum 
Wage Rate 

Notes 

Berkeley 6/27/2014 $10.00 

$11.00 on 10/1/2015 

$12.53 on 10/1/2016 

Passed by the City Council. 

Campbell - $9.00 The City Council will hold a study 
session on 5/19/2015 to 

examine the issue of a minimum 
wage ordinance. 

Emeryville 5/5/2015 $9.00 

$14.44 (for large businesses) 
on 7/1/2015 

$12.25 (for small businesses) 
on 7/1/2015 

$13.00 (for small businesses) 
on 7/1/2016 

$14.00 (for small businesses) 
on 7/1/2017 

$15.00 (for small businesses) 
on 7/1/2018 

$16.00 (for small businesses) 
on 7/1/2019 

Passed by the City Council. Small 
business classification for those 
with fewer than 55 employees. 
Minimum wage rate for large 
businesses will be tied to the 

Consumer Price Index (CPI) and 
increase each July 1 starting in 

2016. 

Morgan Hill - $9.00 The City Council has directed staff 
to study the issue of a minimum 
wage ordinance tied to the CPI.  

Mountain View 10/9/2014 $9.00 

$10.30 on 7/1/2015 

$12.00 on 7/1/2016 

$13.50 on 7/1/2017 

$15.00 on 7/1/2018 

Passed by the City Council. Tied 
to the CPI after 2018. 

Oakland 11/4/2014 $12.25 Voter-initiated ordinance 
(Measure FF). Tied to the CPI, will 
increase January 1 of each year. 



 

City Ordinance 
Adopted 

Current Hourly Minimum 
Wage Rate 

Notes 

Palo Alto - $9.00 The City Council Policy and 
Services Committee endorsed the 

following minimum wage rate 
schedule on 4/28/2015: $11.00 

on 1/1/2016, which would 
gradually climb to $15.00 by 2018 
through increments approved by 

the City Council. 

Richmond 5/6/2014 $9.60 

$11.52 on 1/1/2016 

$12.30 on 1/1/2017 

$13.00 on 1/1/2018 

Passed by the City Council. 
Employers who pay less than 800 
hours of employee wages over a 

two-week period are exempt. 
Employers who derive more than 

50% of their income where the 
point of sale is outside the city 

must pay an intermediate wage 
halfway between the city and 

state minimum wage. 

San Francisco 11/4/2003 $12.25 

$13.00 on 7/1/2016 

$14.00 on 7/1/2017 

$15.00 on 7/1/2018 

Voter-initiated ordinance 
(Measure J). Tied to the CPI after 

2018. 

San Jose 3/11/2013 $10.30 Voter-initiated ordinance 
(Measure D). No exceptions. Tied 
to the CPI, will increase January 1 

of each year. 

Sunnyvale 10/14/2014 $10.30 Passed by the City Council. Based 
on San Jose’s ordinance. 

 



Attachment 2 
Charts 

 

Index average for all participating places, both metropolitan and nonmetropolitan, is 100. An index value of 150 indicates a 50% higher cost of living 
compared to an index score of 100. The San Jose – Sunnyvale – Santa Clara metropolitan area did not provide data for 2014. 
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Retrieved from California Department of Transportation, 

http://www.dot.ca.gov/hq/tpp/offices/eab/socio_economic_files/2014/SantaClara.pdf 
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Survey Results 
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n = 350 

69.6% 
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Respondent Title 

Business Owner

Business Manager

Other (16 categories)

n = 342 



 

 

 

 

Percentage of Minimum Wage Employees in Organization 

 Frequency Percent 

Cumulative 

Percent 

 0% - 10% 270 77.4 77.4 

11% - 20% 10 2.9 80.2 

21% - 30% 4 1.1 81.4 

31% - 40% 9 2.6 84.0 

41% - 50% 8 2.3 86.2 

51% - 60% 6 1.7 88.0 

71% - 80% 4 1.1 89.1 

81% - 90% 1 0.3 89.4 

91% - 100% 37 10.6 100.0 

Total 349   
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Number of Employees in Organization 

n = 352 



 

 

 

 

 

What percentage of total positions would be eliminated (and not replaced)? 

 Frequency Percent 

Cumulative 

Percent 
 0% - 10% 227 84.4 84.4 

11% - 20% 26 9.7 94.1 

21% - 30% 8 3.0 97.0 

31% - 40% 4 1.5 98.5 

41% - 50% 1 0.4 98.9 

51% - 60% 1 0.4 99.3 

61% - 70% 1 0.4 99.6 

71% - 80% 1 0.4 100.0 

Total 269   
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Would your business eliminate (and not replace) any positions to 
compensate for increased labor costs? 

n = 326 
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Would your organization also increase the hourly wages of any higher-paying 
positions, such as those who supervise minimum wage employees? 

n = 315 
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Would your business reduce employee work hours? 

n = 318 



 

What percentage of employees would have their work hours reduced? 

 Frequency Percent Cumulative Percent 

 0% - 10% 214 80.5 80.5 

11% - 20% 10 3.8 84.2 

21% - 30% 11 4.1 88.3 

31% - 40% 8 3.0 91.4 

41% - 50% 9 3.4 94.7 

51% - 60% 3 1.1 95.9 

71% - 80% 2 0.8 96.6 

81% - 90% 1 0.4 97.0 

91% - 100% 8 3.0 100.0 

Total 266   
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Would your business increase its prices to customers? 

n = 324 



 
What percentage would your business' prices to customers increase? 

 Frequency Percent 

Cumulative 

Percent 

 0% - 10% 194 78.5 78.5 

11% - 20% 26 10.5 89.1 

21% - 30% 10 4.0 93.1 

31% - 40% 7 2.8 96.0 

41% - 50% 2 0.8 96.8 

51% - 60% 1 0.4 97.2 

71% - 80% 1 0.4 97.6 

91% - 100% 6 2.4 100.0 

Total 247   
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If there was a possibility to expand your organization, would a 
minimum wage increase affect this expansion? 

n = 329 



 

 

 

 

What percentage of your organization's total expenditures would a $1.30 increase in the 
minimum wage be? 

 

 Frequency Percent 

Cumulative 

Percent 

 0% - 10% 249 80.3 80.3 

11% - 20% 28 9.0 89.4 

21% - 30% 8 2.6 91.9 

31% - 40% 9 2.9 94.8 

41% - 50% 4 1.3 96.1 

51% - 60% 6 1.9 98.1 

61% - 70% 2 0.6 98.7 

71% - 80% 1 0.3 99.0 

81% - 90% 2 0.6 99.7 

91% - 100% 1 0.3 100.0 

Total 310   
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How likely would a minimum wage increase to $10.30 per hour be to cause 
your organization to move to another city with a lower minimum wage? 

n = 327 



 

 

 

 

 

 

 

*Question allowed for multiple responses per respondent, thus total figures sum to greater than 100%. 
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Would increased wages for your lowest-paid employees result in higher 
qualified applicants for these positions? 

n = 322 
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Would increased wages for your lowest-paid employees result in 
increased productivity, increased morale, or reduced turnover? 

n = 337 



 

 

 

 

 

 

 

75.5% 

24.5% 

Would you support a minimum wage increase if it led to increases in 
employee productivity, employee retention, employee morale, and the level 
of qualifications of applicants, to offset all or part of increased labor costs? 

Yes

No

n = 322 

37.3% 

62.7% 

Would you support a minimum wage increase if it did not lead to increases in 
employee productivity, employee retention, employee morale, and the level of 

qualifications of applicants, to offset all or part of increased labor costs? 

Yes

No

n = 322 
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5/19/2015 – Addendum to Staff Memo 

Question 13: Would you support a minimum wage increase if it led to increases in employee productivity, employee 
retention, employee morale, and the level of qualifications of applicants, to offset all or part of increased labor costs? 

- All respondents: 75.5% Yes ; 24.5% No 

Question 14: Would you support a minimum wage increase if it did not lead to increases in employee productivity, 
employee retention, employee morale, and the level of qualifications of applicants, to offset all or part of increased 
labor costs? 

- All respondents: 37.3% Yes ; 62.7% No 

 

Scenario 1: Remove all respondents with 0% - 10% of employees in their organization earning the minimum wage. 

Question 13:  Yes – 58.5% 

  No – 41.4% 

Question 14: Yes – 22.9% 

  No – 77.1% 

 

 

Scenario 2: Remove all respondents with 0% - 50% of employees in their organization earning the minimum wage. 

Question 13:  Yes – 54.8% 

  No – 45.2% 

Question 14: Yes – 28.6% 

  No – 71.4% 

 

 

Scenario 3: Remove all respondents with 0% - 90% of employees in their organization earning the minimum wage. 

Question 13:  Yes – 68.8% 

  No – 31.3% 

Question 14: Yes – 34.4% 

  No – 65.6% 
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