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SUBJECT: Public Contracts:  workforce development:  covered public contracts 

SOURCE: Author 

DIGEST:  This bill requires the Department of General Services and the 

Department of Transportation and their contractors to enter into a Labor Peace 

Agreement and adhere to High Road Jobs Standards, as defined, for contracts for 

the acquisition of zero-emission transit vehicles or electric vehicle supply 

equipment valued at $10,000,000 or more 

Assembly Amendments remove the previous contents of this bill and make the 

following changes: 

1) Require the Department of Transportation and the Department of General 

Services to adhere to High Road Jobs Standards, described below, on covered 

contracts worth $10,000,000 or more. 

2) Require contractors and subcontractors on covered contracts to enter into labor 

peace agreements. 

3) Sunset the provisions of on January 1, 2028. 

ANALYSIS: 

Existing law: 

 

1)  Prohibits discrimination against employees who do any of the following: 
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a) Make any oral or written complaint to a governmental agency having 

statutory responsibility for employee safety and health. 

b) Institute any proceeding relating to their rights or has testified in a 

proceeding on behalf of themselves or others related to rights afforded to 

them. 

c) Participate in an occupational health and safety committee, as specified. 

d) Report a work-related fatality, injury, or illness (except where an employer’s 

retaliation would place the case under jurisdiction of WCAB). (Labor Code 

§6310) 

 

2) Prohibits an employer from discharging, threatening with discharge, or 

discriminating in any manner in conditions of employment against an employee 

who has made an oral or written complaint to a government agency responsible 

for employee health and safety and holds that employer guilty of a 

misdemeanor. Any employee discriminated against in this manner is entitled to 

reinstatement and reimbursement for lost wages and work benefits caused by 

the employer.  (Labor Code §6310) 

 

3) Allows a Public Entity to enter into or require contractors to enter into a project 

labor agreement if it includes the following provisions: 

a) The agreement prohibits discrimination based on race, national origin, 

religion, sex, sexual orientation, political affiliation, or membership in a 

labor organization in hiring and dispatching workers for the project. 

b) The agreement permits all qualified contractors and subcontractors to bid for 

and be awarded work on the project without regard to whether they are 

otherwise parties to collective bargaining agreements. 

c) The agreement contains an agreed-upon protocol concerning drug testing for 

workers who will be employed on the project. 

d) The agreement contains guarantees against work stoppages, strikes, 

lockouts, and similar disruptions of the project. 

e) The agreement provides that disputes arising from the agreement shall be 

resolved by a neutral arbitrator. (PCC §2500) 

 

4) Defines “Labor peace agreement” to means an agreement between an employer 

and any bona fide labor organization that, at a minimum, protects the state’s 

proprietary interests by prohibiting labor organizations and members from 

engaging in picketing, work stoppages, boycotts, and any other economic 

interference with the applicant’s business. In exchange, the employer has 

agreed not to disrupt efforts by the bona fide labor organization to communicate 
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with, and attempt to organize and represent, the employer’s employees. (BPC 

§26001) 

 

This bill: 

 

1) Requires relevant public agencies who award covered public contracts to 

incorporate high road job standards, as defined, to achieve the following goals: 

a) Support the creation and retention of quality, nontemporary and full-time 

jobs that provide high wages, including benefits and access to training. 

b) Support the hiring of displaced workers and individuals facing barriers to 

employment. 

c) Encourage the development of the state’s long-term, climate-sustainable 

transportation and related infrastructure and manufacturing sectors. 

d) Protect public health by supporting the adoption of specific protections for 

worker health and safety. 

 

2) Requires that high road jobs standards warrant that the contractor, and any 

subcontractors used to fulfill the public contract, satisfy the following 

requirements: 

a) Individuals performing work to fulfill the covered public contract must not 

be misclassified as independent contractors. 

b) The contractor and any subcontractors must comply with all applicable 

federal, state, and local laws pertaining to paid sick leave, including any 

antiretaliation provisions contained in those laws. 

c) The contractor and any subcontractors performing work to fulfill the covered 

public contract must comply with all applicable safety and health laws and 

regulations, and must comply with the employee protections set forth in 

Sections 6310 and 6311 of the Labor Code. 

d) The contractor must warrant that it complies, and will continue to comply, 

with the federal Americans with Disabilities Act of 1990 (Public Law 101-

336; 42 U.S.C. Sec. 12101 et seq.) and all regulations thereunder. 

 

3) Requires that, beginning 12 months after an entity is awarded a covered public 

contract, the contractor annually submit information to demonstrate its 

compliance with the high road job standards, to the relevant public agency. 

 

4) Requires the Department of General Services, in consultation with the Labor 

and Workforce Development Agency (LWDA) and the Department of 

Transportation, develop and publish policies, procedures, and requirements 



SB 674 

 Page  4 

 

applicable to covered public contracts in the State Contracting Manual for the 

purpose of implementing the above provisions. 

 

5) Requires that before any final payment is received on a covered public contract, 

the contractor must submit a final report which demonstrates its compliance 

with the high road job standards to the relevant public agency. 

a) If a contractor fails to comply with the reporting requirements, the relevant 

public agency must withhold $10,000 from the contractor until the 

contractor takes steps to cure the defect. 

b) A contractor that fails to comply with the above reporting requirements or 

the final report outlined in 5) must cure the defect within 30 days or 

permanently lose the withheld $10,000. 

 

6) Requires contractors and subcontractors on a covered public contract to enter 

into a Labor Peace Agreement, as defined, with an organization representing the 

employees participating in the contracted work. The Labor Peace Agreement 

must include the following stipulations: 

a) A binding and enforceable provision prohibiting the labor organization and 

its members from engaging in picketing, work stoppages, boycotts, or any 

other economic interference for the duration of the Labor Peace Agreement. 

b) This provision does not require a contractor to change terms and conditions 

of employment, enter into a collective bargaining agreement with a labor 

organization, or recognize a labor organization as the bargaining 

representative for its employees. 

 

7) Defines the following terms: 

a) “Bidder” means a private entity or group of private entities that applies bids 

or seeks qualification for a covered public contract. Does not include a firm, 

as defined in Section 4525 of the Government Code. 

b) “Contractor” means a private entity that has been awarded a covered public 

contract. 

c) “Covered Public Contract” means a public contract awarded by a relevant 

public agency for the acquisition of zero-emission transit vehicles or electric 

vehicle supply equipment valued at $10,000,000 or more, or a subsidy, grant 

or loan for the acquisition of zero-emission transit vehicles or electric 

vehicle supply equipment that is provided, granted, or guaranteed by a 

relevant public agency with a present value of $10,000,000 or more. The 

definition of Covered Public Contract does not include: 

1) A contract awarded before January 1, 2023 or a grant award announced 

pursuant to a call for projects that occurred before January 1, 2023 
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2) Contracts for the construction or design of infrastructure, including, but 

not limited to, roads, bridges, or highways. 

3) Local agreements approved by the LWDA that creates high road jobs. 

4) Contracts relating to architecture, landscape architecture, engineering, 

environmental services, land surveying, or construction project 

management. 

 

a) “High Road Job Standards” means a set of contract terms developed 

pursuant to Section 6984 that is a material part of the final contract between 

the bidder and the relevant public agency and where noncompliance would 

violate the terms of the covered public contract. This includes a guarantee to 

satisfy the requirements specified in Section 6983 (d) of the Public Contracts 

Code. 

 

b) “Relevant public agency” means the Department of General Services or the 

Department of Transportation. 

 

c) “Subcontractor” means a private entity performing a portion of the work of 

the covered public contract through a subcontract or subgrant. 

 

d) “Zero-emission transit vehicle” means a vehicle, including, but not limited 

to, one operated on rails or tracks, which is used for public transportation 

services and which carries more than 20 persons, including the driver, that 

produces no emissions of criteria pollutants, toxic air contaminants, and 

greenhouse gases when stationary or operating. 

 

8) Makes findings and declarations about the importance of investment in 

Transportation projects and ensuring high wages are paid to those who work on 

these projects. 

 

9) Establishes a sunset date for the provisions of SB 674 of January 1, 2028. 

 

Related/Prior Legislation 

 

AB 680 (Burke, Chapter 746, Statutes of 2021) required increased workforce 

standards on projects which utilize Greenhouse Gas Reduction Fund grants, 

including the payment of prevailing wage for construction projects. 
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FISCAL EFFECT: Appropriation: No Fiscal Com.: Yes Local: No 

According to the Assembly Appropriation Committee, costs of an unknown, but 

potentially significant amount, to DGS, Caltrans and local school districts if the 

pilot program results in the state paying more for covered public contracts. DGS 

notes suppliers are likely to attempt to recover the increased cost of preparing and 

submitting a bid through their bid prices. Additionally, the new requirements may 

deter some suppliers from bidding on state contracts. In cases where a foregone 

supplier would have been the low bidder, the state will pay more, and remaining 

suppliers may face less competitive pressure when bidding on contracts, thus 

increasing contract costs. For each $10 million contract, a 1% price increase would 

result in costs of $100,000. (General Fund (GF) or special fund)  

Costs of an unknown, but likely significant amount, to DGS to develop high road 

jobs standards and update the State Contracting Manual. LWDA and Caltrans 

would also incur costs for their consultation roles. (GF)  

Costs of an unknown, but likely significant amount, to DGS, Caltrans and local 

school districts to evaluate a contractor’s compliance with high road job standards. 

Requiring a contractor to “demonstrate” compliance, versus “certify,” implies the 

contractor must prove, not merely assert, compliance with such standards that the 

public agencies must evaluate, as noncompliance with such commitments would 

violate contract terms. These costs would be partially offset by the deduction of up 

to $10,000 DGS, Caltrans or local school districts could take from the contractor’s 

final payment when a contractor fails to comply with specified reporting 

requirements (the author intends this penalty to apply to each missed report, so 

cumulative penalties could be in excess of $10,000). Additionally, if identified 

non-compliance issues are not cured, requiring eventual termination of the contract 

and a solicitation for new bids, the accompanying administrative and legal 

workload may be significant. (GF or special fund)  

By requiring school districts to follow additional contracting procedures, this bill 

creates a state-mandated local program. To the extent the Commission on State 

Mandates determines the provisions of this bill create a new program or impose a 

higher level of service, a school district could claim reimbursement for costs.” 

SUPPORT: (Verified  8/30/22) 

California Green New Deal 

California Labor Federation 

California Teamsters Public Affairs Council 

Central Valley Partnership 
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High Road Logistics Training Partnership 

Jobs to Move America 

LAANE 

Let’s Green CA! 

Los Angeles County Electric Truck & Bus Coalition 

SCOPE 

Unite Here! Local 30 San Diego 

United Auto Workers, Western States Council 

OPPOSITION: (Verified  8/30/22) 

None received 

ARGUMENTS IN SUPPORT:  The California Labor Federation writes in 

support: 

 

“The Intergovernmental Panel on Climate Change (IPCC) has found that in 

order to limit global warming to around 1.5°C, global emissions must peak 

before 2025 at the latest, and be reduced by43% by 2030; with methane needing 

to be reduced by about a third. Transportation 6 is the single leading cause of 

heat-trapping carbon emissions in California, accounting for 41% of the state’s 

total emissions. In late 2021, the LA Times Editorial Board pointed to 

increasing the percentage of zero-emission vehicles as one of three main actions 

the state can take to reach its emission goals. 

 

Therefore, the government has a very real pecuniary interest in rolling out zero 

emission transportation vehicles as quickly and efficiently as possible. SB 674 

addresses this interest by requiring all contractors and subcontractors 

performing work to fulfill a covered public contract enter into a labor peace 

agreement. By safeguarding against potential disruptions to the deployment of 

zero-emission transit vehicles, we can meet our climate goals and substantially 

reduce transit-based carbon emissions.” 

 

  

Prepared by: Jake Ferrera / L., P.E. & R. / (916) 651-1556 

8/31/22 13:03:32 

****  END  **** 
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