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SUBJECT

An ordinance establishing an hourly minimum wage rate for unincorporated King County, employees of certain county contractors, and county employees.

SUMMARY

The proposed ordinance would establish an hourly minimum wage rate of $18.99 for unincorporated King County (UKC) for 2023 with an annual inflationary increase to begin on January 1, 2024 which would increase the 2024 hourly minimum wage rate to $20.29 to account for the 6.8% inflationary increase. The hourly minimum wage rate would include the following exceptions:
· Beginning on January 1, 2024, employers with 15 employees or fewer with an annual gross revenue of less than $2.0 million would have an hourly minimum wage rate of $3.00 less ($17.29). The reduction would decrease annually by $0.50 until no reduction is remaining; and
· Beginning on January 1, 2024, employers with more than 15 employees but fewer than 500 employees would have an hourly minimum wage rate of $2.00 less ($18.29). The reduction would decrease annually by $1.00 until no reduction is remaining.

At a minimum, Executive staff estimate an annual cost of $600,000 and a one-time cost between $775,000 and $900,000 to provide a basic level of implementation to establish an hourly minimum wage for UKC. Additional resources would be required for enforcement, investigation, and compliance activities.

[bookmark: _Hlk147986810]The proposed ordinance would also amend K.C.C. Chapter 3.18 to modify the county’s hourly living wage rate (currently $18.69) for county employees and employees of certain county contractors to be the same as the hourly minimum wage rate proposed for UKC.

Striking Amendment S1, sponsored by Councilmember Zahilay, would establish the 2024 hourly minimum wage rate to start at $18.99, remove the requirement for UKC employers to annually certify compliance with DLS, remove the requirement that DLS investigate violations of the hourly minimum wage reported by UKC employees, remove sections modifying the county’s hourly living wage for county employees and certain county contractors, require the executive to determine cost prohibitive approaches to implementation and enforcement, modify the effective date to July 1, 2024, and make other technical changes. Title Amendment T1 would make changes to be consistent with the striking amendment.

BACKGROUND 

Hourly Minimum Wage Rate in King County.  In 2016, state of Washington voters passed Initiative 1433 to increase the state's hourly minimum wage for residents 18 years of age or older to $11.00 starting January 1, 2017 and have it annually adjusted for inflation beginning on January 1, 2021.[footnoteRef:1],[footnoteRef:2] Initiative 1433 also required state of Washington employers to provide paid sick leave to employees. The 2023 minimum wage for Washington state is $15.74 per hour and will increase to $16.28 starting in 2024.[footnoteRef:3] RCW 49.46.120 states that the state's minimum standards for wages, paid sick leave, and working conditions are supplementary to local law or ordinance which may be more favorable to employees and therefore the more favorable minimum standards shall be in full force and effect and enforced. [1:  Initiative Measure No. 1433, filed January 22, 2016. [LINK]]  [2:  Codified as RCW 49.46.020.[LINK]]  [3:  Washington State Department of Labor & Industries – Minimum Wage information page. [LINK]] 


City of SeaTac.  In 2013, before Initiative 1433 was adopted by the state of Washington, voters from the City of SeaTac approved local Proposition 1 that established an hourly minimum wage rate of $15.00 starting on January 1, 2014 and other benefits and rights for employees in the hospitality and transportation industries, including those that work at Seattle-Tacoma International Airport.[footnoteRef:4] The City of SeaTac's 2023 hourly minimum wage rate is $19.06 and will increase to $19.71 starting in 2024.[footnoteRef:5] [4:   The Supreme Court of the State of Washington ruled in Filo Foods, LLC, et al. vs. The City of SeaTac, et al. that the City of SeaTac’s hourly minimum wage would apply to employers in SeaTac Airport (Port of Seattle). [LINK]  Subsequently, on July 27, 2021, the Port of Seattle adopted Resolution No. 3789 to establish a hourly minimum wage consistent with the City of SeaTac’s hourly minimum wage for all employers in the Port of Seattle. [LINK]]  [5:  City of SeaTac – 2024 Minimum Wage Adjustments. [LINK]] 


City of Seattle.  In 2014, the City of Seattle enacted Ordinance 124490[footnoteRef:6] to increase the hourly minimum wage rate and minimum compensation rate for all employees performing work in the city to $13.00 for large employers (employers with 501 or more employees) and a lower rate for smaller employers (500 or fewer employees). The rate for smaller employers would vary depending on whether the employer would provide medical benefits and/or the amount of tips earned by the employee. The City of Seattle's 2023 hourly minimum wage rate for larger employers is $18.69 and will increase to $19.97 in 2024.  For smaller employers that pay $2.72 per hour toward medical benefits and/or have its employees earn $2.72 per hour in tips, the 2023 hourly minimum wage rate is $16.50 and will increase to $17.25 in 2024 [footnoteRef:7] [6:  Seattle Municipal Code Chapter 14.19. [LINK]]  [7:  City of Seattle Minimum Wage information page. [LINK]] 


City of Tukwila.  In 2022, voters from the City of Tukwila approved local Initiative Measure 1 that established an hourly minimum wage for employees performing work in the city to be the same rate as the City of SeaTac starting July 1, 2023.[footnoteRef:8]  The City of Tukwila's 2023 hourly minimum wage rate is $18.99 per hour. This rate differs from the City of SeaTac’s rate due to their difference in the definition of the annual rate of inflation. According to the University of California, Berkley Labor Center, the City of SeaTac currently has the highest hourly minimum wage rate in the country.[footnoteRef:9] However, beginning in 2024, the City of Tukwila will have a higher minimum wage than the City of SeaTac, with an hourly minimum wage rate of $20.29. For those employers with less than 15 employees or has annual gross revenue of less than $2.0 million, the hourly minimum wage will be $18.29 but will increase to $19.29 on July 1, 2024.[footnoteRef:10] [8:  Tukwila Municipal Code Chapter 5.63. [LINK]]  [9:  Inventory of US City and County Minimum Wage Ordinances [LINK].]  [10:  City of Tukwila Minimum Wage and Fair Access to Additional Hours of Work Information Page. [LINK]] 


County’s Living Wage Ordinance.  On May 19, 2014, the council adopted Motion 14131, which stated that it is county policy that a living wage should be paid to county employees and to the employees of persons, businesses, organizations and other entities that receive procurement contracts, tax exemptions or credits, or other financial benefits from the county. 

Subsequently in October 2014, the county enacted Ordinance 17909 to require that a living wage be paid to county employees and to the employees of certain county contractors. To avoid conflicts for county employees who work in the City of Seattle and reduce the administrative burden on county contractors, the ordinance followed the City of Seattle's minimum wage ordinance by setting variable living wage rates based on the size (number of employees) of the contractor, and whether health benefits were provided to employees by the contractor. The county's 2023 hourly living wage rate for county employees and certain county contractors with 501 or more employees is $18.69 per hour and will increase to $19.97 for 2024. For certain county contractors with fewer than 500 employees, the hourly living wage is $16.50 and will increase to $17.25 for 2024.[footnoteRef:11] [11:  King County Living Wage Ordinance Information Page. [LINK]] 


Table 1 includes a summary of the hourly minimum wage rates throughout King County.
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TABLE 1. 
Hourly Minimum Wage Rates Throughout King County.

	King County Jurisdictions
	
	2023
Hourly Minimum Wage
	
	2024
Hourly Minimum Wage
	
	Tip Credits
Allowed?
	
	Inflation Calculation
	
	Notes

	(PROPOSED)
UKC, County employees, and employees of certain county contractors 
	
	$18.99
	
	$20.29
	
	No
	
	CPI-W, annual average % change, ending Aug of prior year
	
	For 2024, $17.29/hr. for employers with 15 or fewer employees and less than $2 million revenue; $18.29/hr. for employers greater than 15 employees but less than 500 employees.

	City of SeaTac (including SeaTac Airport)
	
	$19.06
	
	$19.71
	
	No
	
	CPI-W, annual % change, ending Aug of prior year
	
	Applies to hospitality and transportation industry employers only. All other employers are required to pay the State of Washington’s minimum wage.

	City of Seattle
	
	$18.69
	
	$19.97
	
	Yes
	
	CPI-W, annual average % change ending Aug of prior year
	
	For 2024, $17.25/hr. for employers with 500 or fewer employees and pay $2.72/hr. toward medical benefits and/or employees earn $2.72/hr. in tips.

	City of Tukwila
	
	$18.99
	
	$20.29
	
	No
	
	CPI-W, annual average % change ending Aug of prior year
	
	For 2024, $18.29 for employers with less than 15 employees or gross annual revenue over $2.0 million but increase to $19.29 on July 1, 2024.

	All other jurisdictions
	
	$15.74
	
	$16.28
	
	No
	
	CPI-W, annual % change, ending Aug of prior year[footnoteRef:12] [12:  The state of Washington uses the national CPI for urban wage earners and clerical workers (CPI-W). [LINK]] 

	
	The State of Washington’s minimum wage which applies to those who are 18 years of age or older.

	County employees and employees of certain county contractors
	
	$18.69
	
	$19.97
	
	Not specified
	
	CPI-W, annual average % change ending Aug of prior year
	
	For 2024, $17.25/hr. for certain county contractors with 500 or fewer employees.





Median Household Income for King County.  According to 2022 census data, the median household income for King County is $116,255.[footnoteRef:13] For reference, a household with two working adults that both earn the State’s hourly minimum wage ($14.49 in 2022) would have had a household income of $60,278. Table 2 below show the median household income by race in King County.[footnoteRef:14] [13:  U.S. Census Data – S1903 (Median Income in the Past 12 Months (in 2022 Inflation-Adjusted Dollars). [LINK]]  [14:  U.S. Census Data – S1903 (Median Income in the Past 12 Months (in 2022 Inflation-Adjusted Dollars). [LINK]] 


TABLE 2. 
2022 Median Household Income by Race in King County.

Two Working Adults 
HH Income on State Min. Wage = $60,278 
King County Median 
HH Income = $116,255 



Outcome Studies on Effects of Increasing Hourly Minimum Wage in the City of Seattle.  A study  published in the Economic Inquiry, entitled “Seattle’s Local Minimum Wage and Earnings Inequality,” assessed whether the City of Seattle’s hourly minimum wage ordinance led to a reduction in earning inequality among workers from 2014 to 2017, a period when the local minimum wage phased in to $13.00 per hour.[footnoteRef:15] The study found that inequality among workers who earned less than the Seattle’s median hourly wage ($26.42) was reduced modestly as workers in the lowest wage jobs saw large increases in hourly wages. The study also found that overall earnings inequality substantially increased during the study period in which the ordinance was phased in, likely for reasons unrelated to the minimum wage law. [15:  Long, Mark C. “Seattle's local minimum wage and earnings inequality”. Economic Inquiry. Volume 60, Issue2, April 2022, Pages 528-542 [LINK].] 


A study published in the American Economic Journal, entitled “Minimum Wage Increases and Low-Wage Employment: Evidence from Seattle,” examined the labor market effects of the Seattle’s hourly minimum wage ordinance when the citywide minimum was set to $13.00 an hour in 2017.[footnoteRef:16] The study found that those earning less than $19.00 per hour saw wages rise by 3.4% while experiencing a 7.0% decrease in hours worked. The study also found that low-wage workers employed before the hourly minimum wage ordinance took effect saw their wages increase more than the decrease in hours worked. This increase in pay was larger for low-wage workers with more prior labor market experience. Lastly, the study found evidence of a decline in the rate of hiring of low-wage workers who were not previously employed in the state of Washington as the hourly minimum wage in the city reached $13.00 an hour. [16:  Jardim, Ekaterina, Mark C. Long, Robert Plotnick, Emma van Inwegen, Jacob Vigdor, and Hilary Wething. 2022. "Minimum-Wage Increases and Low-Wage Employment: Evidence from Seattle." American Economic Journal: Economic Policy, 14 (2): 263-314.[LINK]] 


Predictive Studies on Effects of Increasing Hourly Minimum Wage in the United States.  In February 2021, the Congressional Budget Office (CBO) published an article entitled “The Budgetary Effects of the Raise the Wage Act of 2021” to study the impacts of a proposed bill, the Raise the Wage Act of 2021 (S. 53, as introduced on January 26, 2021), which would raise the federal minimum wage, in annual increments, to $15.00 per hour by June 2025. The article predicted the following:
· The cumulative budget deficit over the 2021–2031 period would increase by $54 billion;
· Employment would be reduced by 1.4 million workers, or 0.9%; and
· The number of people in poverty would be reduced by 0.9 million.[footnoteRef:17] [17:  “The Budgetary Effects of the Raise the Wage Act of 2021.” Congressional Budget Office. February 2021. [LINK]] 


[bookmark: _Hlk148009478]In July 2019, the CBO published an article entitled "The Effects on Employment and Family Income of Increasing the Federal Minimum Wage,” which examined how increasing the federal minimum wage to $10.00, $12.00, or $15.00 per hour by 2025 would affect employment and family income. The article predicted the following:
· In an average week in 2025, the $15.00 option would boost the wages of 17 million workers who would otherwise earn less than $15.00 per hour;
· 10 million workers otherwise earning slightly more than $15.00 per hour might see their wages rise as well but 1.3 million other workers would become jobless;
· There would be a two-thirds chance that the change in employment would be between about zero and a decrease of 3.7 million workers; and
· The number of people with annual income below the poverty threshold in 2025 would fall by 1.3 million.[footnoteRef:18] [18:  “Effects on Employment and Family Income of Increasing the Federal Minimum Wage.” Congressional Budget Office. July 2019. [LINK]] 


ANALYSIS

Summary of Proposed Ordinance.  The following provides a summary of each section of the proposed ordinance:

Section 1.  This section includes the Findings.

Sections 2 through 6.  These sections would amend King County Code Chapter 3.18 to modify the county’s hourly living wage rate for county employees and employees of certain county contractors to be the same as the hourly minimum wage rate for employees of employers in unincorporated King County (UKC) as specified in Section 9. The proposed ordinance would also remove all of the following existing exemptions:
· Individuals defined in RCW 49.46.010(3)[footnoteRef:19]; [19:  List of individuals can be found in RCW 49.46.010. [LINK]] 

· Individuals employed in the categories listed in RCW 49.46.060(1)[footnoteRef:20]; [20:  Learners, of apprentices, and of messengers employed primarily in delivering letters and messages; and individuals whose earning capacity is impaired by a disability, Additional details are described in RCW 49.46.060. [LINK]] 

· Individuals younger than 18 years of age;
· Short-term temporary county employees who are employed in social service programs designed to help youth gain basic work training skills, also known as the Work Experience (WEX) Program;
· Contracts related to a county emergency; proprietary purchase; or purchases through a cooperative or joint purchasing agreement; and
· Contracts that result in an increased cost to the county that would make it necessary to reduce services to county residents or otherwise have a material, adverse impact on the county.

Of note, the county’s hourly living wage currently applies to only “services” related county contracts greater than $100,000. The proposed ordinance would not modify this requirement.

Section 7.  This section would add a new chapter in King County Code Title 12, to include Sections 8 through 13 of the proposed ordinance, which would establish an hourly minimum wage rate for employees of employers in UKC.

Section 8.  This section would include new definitions to establish the hourly minimum wage rate for UKC.

Section 9.  This section would include the following requirements:
· All UKC employers would be establish an hourly minimum wage rate of $18.99 for unincorporated King County (UKC) for 2023 with an annual inflationary increase to begin on January 1, 2024 which would increase the 2024 hourly minimum wage rate to $20.29 to account for the 6.8% inflationary increase. The hourly minimum wage would include the following exceptions:
· Beginning on January 1, 2024, employers with 15 employees or less with an annual gross revenue of less than $2.0 million would have an hourly minimum wage rate of $3.00 less ($17.29). The reduction would decrease annually by $0.50 until no reduction is remaining, which would take place in 2030; and
· Beginning on January 1, 2024, employers with more than 15 employees but fewer than 500 employees would have an hourly minimum wage rate of $2.00 less ($18.29). The reduction would decrease annually by $1.00 until no reduction is remaining, which would take place in 2026;
· Exceptions would not include franchises with more than 15 employees regardless of the geographic location of those employees;
· Annual gross revenue for an employer would also include revenue generated outside of UKC;
· All UKC employers would be required to pay its employees all tips, gratuities, and service charges, which would not count towards the hourly minimum wage rate (in other words, tip credits would not be allowed);
· By October 1 of each year, the DLS Director would be required to publish the revised hourly minimum wage rate on the county's website; and
· All UKC employers would be required to annually certify compliance with the proposed ordinance with DLS and maintain adequate records to provide proof of compliance so it would be available for a proceeding involving an aggrieved employee bringing a civil action as specified in Section 11;

Section 10.  This section would require the Director of the Office of Performance, Strategy and Budget (PSB) to annually convene an internal county workgroup to evaluate whether the hourly minimum wage rate is sufficient to meet the basic needs of working families in King County and analyze the current hourly minimum wage rate's impact to the region's economy. The workgroup would include the Director of the Office of Economic and Financial Analysis (OEFA) / Chief Economist, Director of the Finance and Business Operations Division (FBOD), DLS Director, Director of the Department of Human Resources (DHR), and the Chair of the Council's Budget and Fiscal Management Committee (BFM). The workgroup is required to provide a report of its findings and any recommendation to the council by June 30th of each year.

Section 11.  This section would prohibit employers from interfering or taking adverse action against an employee for exercising their rights to report alleged violations of the hourly minimum wage rate for UKC.

Section 12.  This section would do the following: 
· Allow an aggrieved employee to bring a civil action against an employer for violating the hourly minimum wage rate for UKC. Upon prevailing, the appropriate remedy would include, but not be limited to, payment of any unpaid wages plus interest, liquidated damages of up to twice the unpaid wages and any collateral damages incurred by the aggrieved employee, and a penalty of up to $5,000; and
· Authorize DLS to investigate and initiate legal or other action to remedy any violation of the hourly minimum wage rate reported by a UKC employee.

Section 13.  This section would do the following:
· Allow the DLS Director to adopt rules and procedures to ensure compliance of the hourly minimum wage rate for UKC; and
· Authorize the DLS Director to negotiate an interlocal agreement with a governmental entity or contract with a nonprofit organization to implement and ensure compliance of the hourly minimum wage rate for UKC.

Section 14.  This section would establish the effective date as January 1, 2024.

Section 15.  This section includes the severability clause.

Number of UKC Employers and Employees Impacted.  According to the County's Office of Economic Opportunity and Creative Economy’s (OEOCE) Economic Development and Small Business Assistance Strategies Proviso Report,[footnoteRef:21] a single source of comprehensive business data does not exist for unincorporated King County. The report notes that there are more than 19,000 businesses registered in UKC, based on data obtained from the Washington Secretary of State (SoS) website in January 2022.[footnoteRef:22]  [21:  Attachment A to Motion 16454.]  [22:  DLS notes that the Washington Secretary of State no longer publishes this data.] 


Based on Washington State Department of Revenue (DOR) data, Executive staff state that there are approximately 37,159 businesses in UKC, which include sole proprietorships[footnoteRef:23], unlike the SoS data which does not include sole proprietorships. [23:  A sole proprietor is someone who owns an unincorporated business by himself or herself.] 


According to 2021 data provided by the Puget Sound Regional Council (PSRC), the number of “covered employment workplaces”[footnoteRef:24],[footnoteRef:25] in UKC is approximately 4,128 and the number of employees employed by UKC covered employment workplaces is 38,425. Table 3 below provides a breakdown of the number of covered employment workplaces by the number of employees in rural and urban UKC areas. [24:  Puget Sound Regional Council Data Portal - Covered Employment by City – NAICS. [LINK]]  [25:  According to PSRC, “covered employment” summaries derive from Quarterly Census of Employment and Wages (QCEW), administrative records employers report, by law, to the Washington States Employment Security Department (ESD). The dataset for March of each year is used as a representative month when seasonal fluctuations are minimized. The unit of measurement is jobs, rather than working persons or proportional FTE equivalents; part-time and temporary positions are included. Locations are measured as separate reporting workplaces, rather than firms. To provide more accurate workplace reporting, PSRC gathers supplemental data from the Boeing Company, the Office of Washington Superintendent of Public Instruction (OSPI), and governmental units throughout the Puget Sound region. “Covered employment” refers to positions covered by the Washington Unemployment Insurance Act. The Act exempts the self-employes, proprietors and corporate officers, military personnel, and railroad workers, so those are not included in the dataset. “Covered employment” accounts for approximately 85-90% of all employment.] 


Table 3.
2021 PSRC Data:  UKC “Covered Employment Workplaces” by # of Employees.

	
	
	15 employees and fewer
	
	16 – 500 employees
	
	More than 500 employees
	
	Subtotal

	Urban UKC
	
	1,248 (30%)
	
	197 (5%)
	
	1 (0.02%)
	
	1,446 (35%)

	Rural UKC
	
	2,408 (58%)
	
	272 (7%)
	
	2 (0.05%)
	
	2,682 (65%)

	Subtotal
	
	3,656 (88%)
	
	469 (12%)
	
	3 (0.07%)
	
	4,128 (100%)




DLS UKC Business Survey.  In October and November 2022, DLS conducted a digital survey of UKC businesses. The purpose of the survey was to address the lack of reliable UKC business data and to inform county strategies to support UKC businesses.[footnoteRef:26] The survey had 558 responses from businesses throughout the unincorporated areas. The following provide insights from the survey that pertains to the proposed ordinance: [26:  The DLS UKC Business Survey is included as Appendix A of Attachment A to Motion 16454.] 

· Number of Employees:  Of the total respondents, 536 responded to the question on the number of employees employed by their business. Of those responded, 90% of businesses had 10 or fewer employees and 4% of businesses had more than 20 employees;
· Gross Revenue:  Of the total respondents, 447 responded to the question on the gross revenue of their business. Of those responded, 89% of businesses earned revenues of $1.0 million or less;
· Minimum Wage Increase:  Of the total respondents, 470 responded to the question related to supporting an increase in an hourly minimum wage in UKC. Of those responded, 67% of businesses supported an increase in an hourly minimum wage; and
· Business License Fee:  Of the total respondents, 470 responded to the question related to supporting an annual business license if part of the fee was used to support UKC small businesses. Of those responded, 42% replied “No”, 32% replied “Not Sure”, and 26% replied “Yes”.


Impact to the County’s Work Experience (WEX) Program.  The Department of Community and Human Services’ (DCHS) Children, Youth, and Young Adults Division (CYYAD) operates the Work Experience (WEX) Program, which provides at-risk youth in the county with work experience. Program participants obtain work experience through various public, private, and not-for-profit employers. The participants are classified as non-exempt short-term temporary county employees and the wages are paid directly by the county. The program is funded by the Washington State Department of Social and Health Services’ Division of Vocational Rehabilitation, the Workforce Development Council of Seattle-King County,[footnoteRef:27] and Best Starts for Kids. [27:  The Workforce Innovation and Opportunity Act (WIOA) was signed into law on July 22, 2014. WIOA consolidated and replaced several previous workforce development laws and established several new programs and initiatives to help individuals prepare for, find, and retain employment, as well as to support employers in recruiting and training a skilled workforce. The Workforce Development Council (WDC) of Seattle-King County is one of eleven areas in Washington State that operate WIOA funded programs. [LINK]] 


Program participants are classified in one of three job classifications depending on their past job experiences, education level, and job duties. Table 4 below lists the job classifications and the hourly minimum wage for each classification.

TABLE 4.
Work Experience (WEX) Program Job Classifications and Wages.

	Job Classification
	
	2023 Hourly
Minimum Wage
	
	2024 Hourly
Minimum Wage

	Work Experience Participant (WEX) I 
	
	$15.74 (WA State min. wage)
	
	$16.28

	Work Experience Participant (WEX) II
	
	$17.74 ($2.00 + WA State min. wage)
	
	$18.28

	Work Experience Participant (WEX) III
	
	$19.74 ($4.00 + WA State min. wage)
	
	$20.28



Currently, K.C.C. 3.18.030 exempts the WEX Program from the county’s hourly living wage rate requirement. The proposed ordinance would remove this exemption and require the WEX Program to pay program participants the proposed hourly minimum wage of $20.29 for 2024. Executive staff state that removing the exemption would increase the ongoing program costs and potentially reduce the number of participants due to its limited funding. Executive staff also state that the county is required to meet state mandated targets for program participants and the proposed ordinance would potentially risk the county’s ability to meet these targets.

Council staff analysis is ongoing to understand the fiscal impact of increasing the hourly minimum wage to the WEX program.

Implementation, Enforcement, and Fiscal Impact.  Executive staff state that implementing and enforcing the hourly minimum wage for UKC would be a new body of work for DLS and could not be taken on by existing staff who are currently over capacity.

Executive staff estimate an ongoing annual cost of $600,000 and a one-time implementation cost between $775,000 and $975,000 to support a basic level of implementation which would include initial program setup, developing FAQs and other materials for the community, responding to inquiries, and implementing technology to track and document all interactions with employers and employees including compliance documentation, complaint documentation and process, and information requests. Table 5 below shows a breakdown of the cost estimates for a basic level of implementation. Executive staff note that legal cost estimates are uncertain as they are waiting for the Prosecuting Attorney’s Office (PAO) to provide more information.

Table 5.
Detailed Cost for Basic Level of Implementation.

	Ongoing Costs
	
	One-time Costs

	Staff (1 Project Manager & 
1 Administrator)
	
	$400,000
	
	Staff 
(TLT for 2-3 years)
	
	$400,000 - $600,000

	Technology
	
	$15,000
	
	Technology
	
	$100,000

	Legal
	
	$25,000
	
	Legal
	
	$100,000

	Other (mailers, interpretation, translation, etc.)
	
	$60,000
	
	Other
	
	$175,000

	Internal Costs (IT, HR, etc.)
	
	$100,000
	
	
	
	

	Total
	
	$600,000
	
	Total
	
	$775,000 – $975,000



As discussed above, the proposed ordinance would require DLS to be responsible for the following enforcement activities:
· (Section 9.E.) All UKC employers would be required to annually certify compliance with the hourly minimum wage with DLS; and
· (Section 12.D.) An employee of a UKC employer may report any violations to DLS, who is hereby authorized to investigate and, if DLS deems it appropriate, initiate legal or other action to remedy any violation of this chapter.

Executive staff state that costs to support the above enforcement activities would be high and would be in addition to the costs to support the basic level of implementation.

Enforcement of Hourly Minimum Wage in Other Jurisdictions.  Table 6 below provides a snapshot of how the cities of SeaTac, Seattle, and Tukwila are implementing and enforcing their hourly minimum wage ordinances.
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TABLE 6. 
Hourly Minimum Wage Enforcement and Implementation in Other King County Jurisdictions.[footnoteRef:28] [28:  Data obtained from correspondence with City of SeaTac City Manager’s Office; City of Seattle Council central staff and Office of Labor Standards; and City of Tukwila Economic Development Office.] 


	King County Jurisdictions
	
	# of Businesses
	
	Annual Budget
	
	# of FTEs
	
	Contract w/ Other Entities?
	
	Notes

	City of SeaTac
	
	854
	
	negligible
	
	0.0
	
	No
	
	· Ordinance allows private right of action;
· Complaint-based enforcement;
· No complaints received in the last 7 years.

	City of Seattle
	
	65,000
	
	$8.4 million

	
	36.0

(~2.5 FTEs for min. wage)
	
	No
	
	· Ordinance allows private right of action;
· Complaint-based enforcement;
· Budget includes enforcement of 19 different employment standards incl. minimum wage;
· Supporting revenues incl. business license tax and general fund;
· 25% of budget ($2.0 million) supports outreach and education and of the total $400,000 are related to minimum wage;
· Received 717 general inquiries related to min. wage in 2015 but decreased to 61 inquiries in 2022;
· Received 141 worker inquiries in 2019 at its peak and 69 worker inquiries in 2023 related to min. wage;
· Average investigation duration is 406 days.


	City of Tukwila
	
	500 – 1,000
	
	Unknown
	
	0.0
	
	No
	
	· Ordinance allows private right of action;
· Complaint-based enforcement;
· Extensive use of existing FTEs to support implementation, rules drafting, responding to public inquiries, and outreach to employers;
· Considers adding 1.0 FTE to support work;
· Uncertain of resources needed to implement compliance certification by employers;
· Uncertain of resources needed to support investigations.
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Annual Inflation Rate.  The proposed ordinance defines the “annual rate of inflation” as the annual average growth rate of the U.S. Department of Labor, Bureau of Labor Statistics Seattle-Tacoma-Bremerton Area Consumer Price Index for urban wage earners and clerical workers, CPI-W[footnoteRef:29], for the 12-month period ending in August. As shown in Table 1 above, the City of Seattle, City of Tukwila, and the county also use this definition to calculate the annual rate of inflation. The annual average growth rate is calculated by averaging the annual growth rate for October, December, February, April, June, and August for the prior 12-month period. [29:  U.S. Bureau of Labor Statistics – How to Use the Consumer Price Index for Escalation. [LINK]] 


By contrast, as shown in Table 1, the State of Washington and the City of SeaTac define the “annual rate of inflation” as the annual growth rate of CPI-W for the 12-month period ending in August. The annual growth rate is calculated by using the annual growth rate for August for the prior year.

The Office of Economic and Financial Analysis (OEFA) states that taking the annual average growth rate (a year’s worth of inflation data) rather than taking the annual growth rate for a single month would avoid undesirable variances, particularly in current times where the inflation rate is frequently volatile. OEFA also notes that the difference between the two definitions may not be significant in the future when inflation rates would be less volatile.

AMENDMENT

Striking Amendment S1, sponsored by Councilmember Zahilay, would do the following:
1. (Section 4) Establish the hourly minimum wage of $18.99 to begin in 2024 rather than 2023;
2. (Section 4) Remove the requirement for employers in unincorporated King County to annually certify compliance with this chapter to DLS (Note: Employers would still be required to maintain adequate records to provide proof of compliance and either have it available upon request by the department or have it available for a proceeding involving an aggrieved employee bringing a civil action);
3. (Section 7) Remove the provision allowing an impacted employee in unincorporated King County to report any violations of the hourly minimum wage to DLS;
4. (Section 7) Remove the requirement that DLS investigate and initiate legal or other action to remedy any violation of the hourly minimum wage reported by an impacted employee in unincorporated King County;
5. (Removed Sections) Remove sections modifying the county’s hourly living wage rate for county employees and employees of certain county contractors to be the same as the hourly minimum wage rate of unincorporated King County;
6. (Section 8) Require the executive to determine the most cost effective approach to implementation and enforcement of the ordinance including negotiating an interlocal agreement with Washington State Department of Labor & Industries or other local King County jurisdictions or contracting with a nonprofit organization;
7. (Section 8) Allow delay of DLS implementation and enforcement responsibilities until the executive transmits a letter notifying to the council that a cost effective approach to implementing and enforcing the ordinance was determined, or the council appropriates moneys to support the implementation and enforcement of the ordinance, or both;
8. (Section 9) Modify the effective date of the ordinance from January 1, 2024 to July 1, 2024; and
9. (Various Sections) Make other technical changes and corrections.

Title Amendment T1 would make changes to be consistent with the striking amendment.

INVITED

· Dwight Dively, Director, Office of Performance, Strategy and Budget (PSB)
· John Taylor, Director, Department of Local Services (DLS)
· Ashton Allison, Economic Opportunity Director, Office of Economic Opportunity and Creative Economy (OEOCE)

ATTACHMENTS

1. Proposed Ordinance 2023-0310
2. Striking Amendment S1
3. Title Amendment T1
4. Striking Amendment S1 (with Track Changes)

2022 Median Houseshold Income	
  Black or African American	  American Indian or Alaska Native	  Native Hawaiian and Other Pacific Islander	  Hispanic or Latin Origin	White	Asian	65939	78750	83820	86644	120225	141108	
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