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SUBJECT:  University of California: vendors 

 

KEY ISSUES 

 

Should the Legislature require vendors to provide their employees with the total compensation 

rate specified by the vendor’s contract, as well as make specified payroll information available to 

employees, the UC, and exclusive employee representatives upon request? 

 

Should the Legislature provide a pathway for employees of a vendor contracting with the UC for 

services to recover compensation and civil damages?  

 

ANALYSIS 

 

Existing law: 

 

1) Establishes the UC as a public trust under the administration of the corporation in the form of 

a board “The Regents of the [UC]” (Regents) and grants the Regents powers necessary or 

convenient for the effective administration of the UC. Limits the Regents to such legislative 

control as may be necessary to insure the security of its funds, to ensure compliance with the 

terms of the endowments of the UC, and such competitive bidding procedures as may be 

made applicable to the UC by statute for the letting of construction contracts, sales of real 

property, and purchasing of materials, goods, and services. Provides that the Regents be 

comprised of seven ex officio members, as specified, 18 members appointed by the Governor 

and approved by the Senate, a majority of the membership concurring, and permits a student 

representative if appointed by the Regents.  (California Constitution, Article IX, Sec. 9) 

 

2) Provides that a person or entity shall not enter into a contract or agreement for labor or 

services with a construction, farm labor, garment, janitorial, security guard, or warehouse 

contractor, where the person or entity knows or should know that the contract or agreement 

does not include funds sufficient to allow the contractor to comply with all applicable local, 

state, and federal laws or regulations governing the labor or services to be provided. (Labor 

Code §2810) 

 

3) Prohibits public agencies from contracting for services if approval of the contract is based 

solely on savings resulting from lower pay rates or benefits or the contract causes 

displacement of civil service employees. (Government Code §19130) 

 

4) Requires that, at the time of hiring, an employer must provide to each employee a written 

notice, containing specified information about pay rates, overtime, minimum wage, types of 

leave available, pay periods, and information about the employer. (Labor Code §2810.5) 
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5) Requires all employers to provide their employees with an accurate, itemized statement 

showing gross wages earned, total hours worked by the employee, all deductions, net wages 

earned, the period for which the employee is paid, all applicable hourly rates in effect during 

the pay period, the corresponding number of hours worked, the name of the employee and 

the last four digits of his or her social security number or an employee identification number 

other than a social security number, and the name and address of the legal employing entity. 

(Labor Code §226) 

 

6) Specifies penalties for failure to pay at least minimum wage and procedures around filing a 

claim against an employer for alleged failure to comply with minimum wage law. (Labor 

Code §1197.1) 

 

7) Authorizes a court, at its discretion, to award costs to harmed bidders, their employees, or 

labor organizations as a result of prevailing wage violations for public works projects. (Labor 

Code §1750) 

 

8) Requires prevailing wage for public works projects exceeding $1000 and authorizes a joint-

labor management committee to bring an action against an employer that fails to pay 

prevailing wage to its employees. (Labor Code §1771-1771.2) 

 

9) Prohibits UC employees from participating in the selection of architectural, landscape 

architectural, land surveying, real property development services, or construction project 

management firms if the employee has a relationship with a person or business entity seeking 

such a contract. (Public Contracts Code §10510.5) 

 

10) Requires the UC to award a contract for a project of $50,000 or more to the lowest bidder, or 

if the bids are substantially equal, the UC may award a contract to a disadvantaged business 

enterprise, woman business enterprise, or disabled veteran business enterprise. (Public 

Contracts Code §10501) 

 

This bill: 
 

1) Establishes the Recovery of Earned but UnPaid Wages Act (Act) to prohibit a vendor from 

accepting payment of more than $1000 from the UC for a contract for services if the vendor 

is performing services or supplying employees and paying those employees less than the total 

compensation rate specified in the vendor’s contract with the UC or required by existing UC 

policy, whichever is higher. 

 

2) Requires a vendor to provide employees with written notice with the following information 

each time the employee is assigned to perform services for the UC and thereafter, each 

January, and within seven days of a change to the employee’s hourly rate: 

a. The total compensation rate specified in the contract with the UC or required by UC 

policy, whichever is higher, and; 

b. The employee’s hourly rate of pay and hourly value of employer-provided benefits. 

 

3) Requires a vendor to provide, each January and July, basic payroll information to the UC and 

members of any joint labor-management committee or similar body and requires the vendor 

to make basic payroll information available for inspection to an employee or their 

designated/authorized representative, upon request. 
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4) Requires a vendor to provide written notice to employees who agree to perform, or continue 

to perform, services for the UC. This notice shall include the following: 

 

“Basic payroll information pertaining to all employees who accept an assignment or continue 

performing services for the [UC] will be shared with the [UC] and the organizations that 

represent [UC] employees. The information that will be shared includes your full name, work 

location, mobile telephone number, email address, and home address. The purpose of sharing 

this information is to ensure that the [UC] and the organizations that represent [UC] 

employees can contact you if they discover you have been paid less than required by contract 

or [UC] policy and so that the [UC] can provide you with a timely offer of employment as 

soon as you become eligible.”    

 

5) Requires any audit, verification, notice, report, or finding regarding vendor compensation to 

be provided to the UC and members of any joint labor-management committee.  

 

6) Authorizes any UC or vendor employee to provide a vendor with written notice of violation 

of this Act and provide the vendor the opportunity to correct and cure the violation(s) within 

30 days before an employee may file a suit based on the violation(s). 

 

7) Authorizes any UC or vendor employee to bring a civil action against a vendor to recover 

compensation that has been earned but was not paid at the total compensation rate required 

by the vendor’s contract with the UC, or UC policy, whichever is higher.  

 

8) Directs the courts to order the following if a plaintiff prevails in an action to enforce the 

rights and duties set forth in the Act:  

a. For any vendor that supplies the UC with an employee who is paid a total 

compensation rate less than the amount fixed by contract or UC policy to pay a civil 

penalty of $100 per underpaid employee per pay period for an initial violation and 

$250 per employee per pay period for any subsequent violations;  

b. For any vendor that knowingly and intentionally violates 2), 3), 4) and/or 5) above, 

payment of a civil penalty of $50 dollars per employee for the initial pay period and 

$100 per employee for each violation in a subsequent pay period, with a cap of $4000 

per employee;  

c. Payment of wage and benefit compensation and civil penalties to the aggrieved 

employee; 

d. At the court’s discretion, return to the UC funds paid to the vendor that exceed the 

compensation provided to underpaid employees, and; 

e. Payment of reasonable attorney’s fees and costs. 

 

9) Provides the remedies shall not preclude or alter the UC’s ability to contract for services as 

permitted under existing collective bargaining agreements or preclude the UC from hiring in 

emergency circumstances or meeting other staffing needs. 

 

10) Specifies the remedies are in addition to any other remedies provided by law, except for civil 

penalties provided in Labor Code Sections 226 or 1197.1. 

 

11) Makes the provisions in this bill severable.   

 

12) For the purpose of the Act, defines: 
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a. “Agreement” or “contract” as any written instrument, order, purchase order, change 

order, requisition, service agreement, or any other written or electronic document, 

reflecting an agreement that a vendor will perform services or supply the UC with 

employees to perform services in exchange for payment. 

b. “Basic payroll information” for each vendor-supplied employee who performed 

services for the UC at any time during the preceding six-month period as: 

i. Full name, job title, mobile telephone number, email address, and home 

address of the employee; 

ii. Work location; 

iii. Hourly rate of pay for each pay period; 

iv. Hourly value of employer-paid benefits for each pay period, meaning the 

employer’s actual cost for the employee’s retirement, health, dental, vision, 

life, and disability benefits calculated as an hourly dollar amount, not 

including any paid time off or payroll expenses;  

v. Hours of work for each pay period, and; 

vi. Hours of work performing services for the UC for each pay period. “Services” 

means work customarily performed by bargaining unit employees of the UC, 

including but not limited to: cleaning, custodial, janitorial, housekeeping, 

food, laundry, grounds keeping, nonskilled building maintenance, 

transportation, parking, security, billing and coding, sterile processing, 

hospital, nursing assistant, respiratory therapy, and medical imaging.  

c. “Employee” as any contract worker, or individual employed by any vendor, or 

otherwise supplied to the UC by a vendor to perform services for the UC, including 

an individual treated by either the vendor, subcontractor, or UC as an independent 

contractor. 

d. “Employer” as any person, association, organization, partnership, business trust, 

limited liability company, or corporation who directly or indirectly, or through an 

agent, employs or exercises control of wages, hours, or working conditions of any 

person. 

e. “Subcontractor” as any person, employer, supplier of labor, staffing agency, 

temporary services employer, or other entity that performs services for the UC or 

supplies employees to perform services per a contract with the vendor. 

f. “Joint labor-management committee” as any committee or similar meeting body or 

committee established jointly by the UC and the exclusive representative of UC 

employees who perform the same or similar services as the employees performing 

services for the UC. 

g. “Vendor” as any person, entity, or agent that contracts with the UC to perform 

services or supply the UC with its employees or those of a subcontractor to perform 

services, excluding a licensed contractor that has entered into a valid collective 

bargaining agreement.  

h. “Total compensation rate” as the employee’s hourly rate of pay plus the hourly value 

of employer-provided benefits, or the equivalent compensation. 

 

COMMENTS 

 

1. Background: 
 

The UC employs approximately 18,600 patient care technical employees and about 10,000 

service employees throughout its campuses and medical centers, representing two bargaining 

units out of a total of 37 with the UC. In 2017, the California State Auditor released a report 
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stating “The University of California Office of the President: It Has Not Adequately Ensured 

Compliance With Its Employee Displacement and Service Contract Policies.” The report 

included a recommendation that the UC should “revise contracting policies to address 

situations where [UC] locations contemplate entering into services contracts instead of hiring 

[UC] employees to perform an activity. In these situations, the [UC] Office of the President 

should require [UC] locations to perform an analysis similar to the one it requires when 

current [UC] employees are displaced.” 

 

In the years leading up to the COVID-19 pandemic, the UC and the sponsor of this bill 

negotiated outsourcing UC service and health jobs to companies that paid their workers 

lower wages and fewer benefits. At the end of the Legislative Session in 2019, ACA 14 

(Gonzalez, 2019) narrowly failed passage on the Senate Floor. This constitutional 

amendment would have added the UC Equal Employment Opportunity Standards Act to 

Article IX of the California Constitution and required the Regents to ensure that all contract 

workers paid to perform support services be afforded the same standards as UC employees 

performing similar services. Subsequently, on November 14, 2019, the UC adopted Regents 

Policy 54021, also called the Equal Pay for Equal Work policy, which generally prohibits 

contracting out services and functions that can be performed by UC staff and requires 

businesses that enter into service contracts with the UC to pay wages and benefits equivalent 

to what the UC pays it employees. This policy is reflected in Article 52 of existing bargaining 

unit contracts with the UC Service Unit and the Patient Care Technical Unit.   

 

2.   Need for this bill? 
 

SB 1364 (Durazo, 2022) was similar to SB 27 but it also provided for a vendor in violation to 

pay a ten percent civil penalty to the General Fund and be disqualified from contracting with 

the UC for five years. This bill builds upon the work of SB 1364. In his veto message, the 

Governor stated “It is my Administration's understanding that the UC has been updating 

vendor contracts to include wage and benefit parity language and implementing campus and 

system level audit functions to monitor compliance and enforce these policies. The 

University is expected to complete a comprehensive report of audit findings in the first 

quarter of next year… Additionally, this bill includes provisions related to sharing 

information with contracted workers regarding wage and benefit parity. These are important 

transparency aims for workers and I further urge the UC to identify and implement additional 

mechanisms that meet these goals.”  

  

Currently, the UC is undergoing the audit pursuant to the Governor’s SB 1364 (Durazo, 

2022) veto message in which he called upon the UC to make its findings on vendor contract 

wage and benefit disparity publicly available and present the findings during an open session 

of a regularly scheduled UC Regents meeting. The audit is expected to be completed for 

review this month and released to AFSCME service and patient care technical units by April 

of this year. 

 

The author states “The University of California has a policy called "Equal Pay for Equal 

Work” that requires service contract vendors to pay vendor employees’ wages and benefits 

                                            
1 UC Board of Regents. “Regents Policy 5402: Policy Generally Prohibiting Contracting for Services. February 27, 

2023. https://regents.universityofcalifornia.edu/governance/policies/5402.html 
2 UC Board of Regents. “Current Contract.” February 27, 2023. 

https://ucnet.universityofcalifornia.edu/labor/bargaining-units/ex/contract.html   
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equivalent to what UC pays directly hired service workers. However, since vendor 

employees are not employed directly by UC, and there is no legal requirement to inform 

these workers by the University, or any state agency how vendor wages and benefits compare 

to what UC policy requires, there is no effective way for workers to know about or recover 

earned but unpaid wages. SB 27 establishes the “Recovery of Earned but Unpaid Wages Act” 

by creating an enforcement mechanism by requiring UC vendors to supply payroll 

information to UC and the joint labor-management committee to ensure compliance with 

UC's Equal Pay for Equal Work policy. SB 27 is consistent with UC’s audit standards, 

requiring that any audit or other notice or finding about wage benefit parity compliance also 

go to the joint labor-UC management committee. Vendors must also provide written notice to 

their employees about the required compensation rates. Vendors will have the opportunity to 

cure discrepancies. However, refusal to comply allows vendor employees to pursue their 

earned but unpaid wages and compensation in court. It is important to highlight that the bill 

will not negatively impact any strides UC is making toward any 3rd party vendor compliance 

and is consistent with UC’s audit standards and process.” 
 

3.   Committee Recommendation and Discussion: 
 

Suggested technical amendment: Section 1442(b)(2) requires the vendor to make payroll 

information available to an employee or their “designated” representative, and also uses the 

term “authorized” representative in the same section. The committee may wish to consider 

amending this section to the use of one consistent term for the sake of clarity, whether it is 

“designated” or authorized.”     

 

This bill would create a process for vendors to submit and share payroll information with the 

UC and employees to ensure they are adhering to existing UC policy. At issue is the ability 

of vendor and UC employees to initiate correction and recover the difference between their 

compensation and what a UC employee would have received. This bill would allow an 

aggrieved employee or any UC employee to initiate a process whereby the vendor shall 

correct and cure or be subject to compensation, civil penalties, and reasonable attorney fees. 

According to the author’s office, there is precedent for this. California prevailing wage laws 

give joint-labor management committees the right to sue for prevailing wage violations, 

although the aggrieved employee(s) may not be part of that committee. Prevailing wage law 

also recognizes that losing bidders on public works projects, or labor organizations and 

employees that have a contract with the bidder, may be harmed by violations of prevailing 

wage requirements and affords them the right to sue for damages. The court, at its discretion, 

may award costs and reasonable attorney fees. 

 

4. Proponent Arguments: 
 

 The sponsor, American Federation of State, County, and Municipal Employees (AFSCME) 

Local 3299, states “SB 27 would allow vendor company employees to enforce [Policy 5402] 

by requiring their employer to supply UC and any joint labor-management committee the 

basic payroll information necessary to know if a vendor is abiding by UC policy. The bill 

would also require a vendor to supply a written notice to their employees of the relevant 

compensation rates. A vendor would have an opportunity to correct and cure any violation 

under the [Act]. A failure to cure will give impacted employees the right to recover their 

earned but unpaid wage amounts.” 

 

5. Opponent Arguments: 
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 None  

 

6.   Double Referral: 

 

      This bill has been double referred and if passed by our committee, will be sent to the 

      Senate Committee on Judiciary for hearing. 

 

4. Prior Legislation: 
 

SB 1364 (Durazo, 2022) was similar to SB 27 and additionally provided for a vendor in 

violation to pay a ten percent civil penalty to the General Fund and be disqualified from 

contracting with the UC for five years. This bill was vetoed by the Governor, who stated 

“While I support the enforcement of Regents Policy 5402 and the terms of Article 5, as UC is 

still implementing their audit mechanisms of the policies, this bill is premature.”   

 

ACA 14 (Gonzalez, 2019) would have amended Article IX of California’s Constitution by 

adding the UC Equal Employment Opportunity Standards Act, which would have required 

the Regents of the UC to ensure that all contract workers who are paid to perform support 

services be afforded the same equal employment opportunity standards as UC employees that 

perform similar services. This constitutional amendment was sent to the Senate Inactive File. 

 

AB 2361 (Weber, 2018) would have required vendors to provide specified information to the 

UC regarding each active outsource contract; required the UC to post on a publicly available 

website specified types of contracts and contract information and information about 

contractors’ employees and their wages and benefits, and; deduct funds from the UC for 

failure to do so. This bill was vetoed by Governor Brown. 

 

SB 574 (Lara, 2017) would have modified the requirements for qualifying as a lowest 

responsible bidder or best value awardee for contracts for materials, goods, and services at 

the UC. This bill was vetoed by Governor Brown, who stated the bill was well-intentioned, 

but would not serve the UC well because it would have locked the UC into contracting rules 

with little flexibility. 

 

SB 959 (Lara, 2016) was nearly identical to SB 574. This bill was vetoed by Governor 

Brown. 

 

SB 376 (Lara, 2015) would have modified the requirements for qualifying as a lowest 

responsible bidder or best value awardee for contracts for specified services at the UC by (1) 

requiring a bidder to certify in writing, for specified types of service contracts, that its 

employees are compensated at a level that does not materially undercut the average per-

employee total compensation for UC employees who perform comparable work, and (2) 

making the $100,000 threshold for competitive bidding applicable to any renewal or 

extension of an existing contract for goods, materials, and services to be performed if it 

involved an expenditure of $100,000 or more annually. This bill was vetoed by Governor 

Brown. 

 

SUPPORT 

 

AFSCME Local 3299 (Sponsor) 
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AFSCME Council 36 

AFSCME Council 57 

AFSCME Local 1902 Metropolitan Water District 

AFSCME Local 1001 Metropolitan Water District 

AFSCME Local 206 Union of American Physicians and Dentists 

AFSCME/UNAC-UHCP United Nurses Associations of California- Union of Health Care 

Professionals  

AFSCME Local 4911 United EMS Workers 

 

OPPOSITION 

 

None 

 

 

-- END -- 

 


