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CHAPTER VI
LABOR STANDARDS - CONTRACT ADMINISTRATION
I. INTRODUCTION

Implementing a construction project involves many major tasks from preliminary design to payment of retainage to the construction contractor. Labor Standards and Contract Administration are very important parts of this process.

Many procedures required for proper labor standards and contract implementation and administration overlap other sections of this manual. The following tasks must be completed prior to contract bid and award, but if they have been overlooked, stop and complete them now.

TASKS 
A:
Designate a Labor Standards Officer


B:
Obtain wage rates and contractor's debarred status from the ADECA website 

Once the construction contract has been awarded, the following tasks are necessary:
C:
Coordinate with the ADECA Engineer 
D:
Conduct Pre-Construction Conference

E:
Issue Notice to Proceed

F:
Send Notice of Start of Construction to ADECA

G:
Establish Labor Standards Enforcement File

H:
Receive and Review Weekly Payrolls

I:
Inspect Construction Site and Conduct Employee Interviews

J:
Review and Approve Requests for Payment

K:
Approve Change Orders, if any
L:
Initiate Final Inspection

M:
Accept Work

N:
Complete and Forward Final Wage Compliance Report

O:
Obtain and Submit Newspaper Advertisement of Notice of Completion

II. 
REFERENCES
· Code of Alabama, Title 39, Public Works, provides requirements for bonding and contract execution for public works projects.

· Section 110, Title I, Housing and Community Development Act of 1974, as amended, (42 USC 5301) provides that “All laborers and mechanics employed by contractors or subcontractors in the performance of construction work financed in whole or in part with grants received under this title shall be paid wages at rates not less than those prevailing on similar construction in the locality as determined by the Secretary of Labor in accordance with the Davis—Bacon Act, as amended, (40 USC 276a - et seq.): Provided that this section shall apply to the rehabilitation of residential property only if such property is designed for residential use for eight or more families...” (emphasis added).

· Davis-Bacon Act (40 USC 276a - 276a - 7) requires that workers receive no less than the prevailing wages being paid for similar work in their locality. Prevailing wages are computed by the Department of Labor and are issued in the form of federal wage decisions for each classification of work. The law applies to most construction, alteration, or repair contracts over $2,000. (Residential rehabilitation contracts involving single structures designed for less than eight units are exempt.)

· Copeland “Anti-Kickback” Act (18 USC 874(c)) requires that workers be paid at least once a week without any deductions or rebates except permissible deductions.  Permissible deductions include taxes, deductions the worker authorizes in writing, and deductions required by court processes. The Act also requires contractors to submit payroll records weekly along with Statements of Compliance to the contracting agency. The Copeland Act applies to all contracts covered by Davis-Bacon.

· Contract Work House and Safety Standards Act – CWHSSA (40 ISC 327 - 330, Sections 103 and 107) requires that workers receive “overtime” compensation at a rate of 1-1/2 times their regular hourly wage after they have worked 40 hours in one week. This provision applies to all construction contracts using State CDBG funds.

· Title 29, Code of Federal Regulations, Subtitle A, Parts 1, 3 and 5 detail regulations and procedures as issued by the Secretary of Labor for the administration and enforcement of the Davis—Bacon Act, as amended, by the various Federal contracting agencies.

· Title 41, Code of Federal Regulations, Chapter 60, provides compliance responsibility for equal employment opportunity.

Contact the ADECA for reference materials not found in this manual.

III. 
GRANTEE RESPONSIBILITIES
Construction contracts must be monitored to make sure contractors and subcontractors comply with technical specifications, and State and Federal requirements. Contract administration involves monitoring labor standards and equal opportunity requirements, as well as general inspection and supervision of construction work.

Supervision of construction work is the responsibility of a qualified individual such as the Project Engineer. The Equal Opportunity Officer is responsible for equal opportunity compliance. Labor standards compliance is reviewed by the Labor Standards Officer. In small communities, labor standards and equal opportunity compliance are often assigned to the same individual such as a Contract Compliance Officer. Regardless of the assignment of responsibility, your community must ensure compliance.

The tasks are not difficult, they just require your time, persistence and attention to detail. These tasks begin once the construction contract has been awarded.

For information, technical assistance, or for any questions you may have contact the ADECA:

· Grantee Program Supervisor for general contract compliance issues

· Labor Relations Specialist for labor standards and enforcement administration

· Civil Rights Specialist for equal opportunity compliance
· ADECA Engineer for contracting assistance
TASK A: 
DESIGNATE A LABOR STANDARDS OFFICER
A Labor Standards Officer should be designated as part of program management within the requirements of the Letter of Conditional Commitment. This person is responsible for administration and enforcement of labor standards. Duties begin with making sure bid and contract documents contain required provisions, continue through contract award, and end with the final stage - Labor Standards and Contract Administration and the following tasks.

Federal Labor Standards Compliance in Housing and Community Development Programs, July 1987, HUD Handbook 1344.1, Rev. 1, Chg. 1, is an essential resource for the Labor Standards Officer.  It provides policies and procedures to use in carrying out statutory and regulatory mandates for construction labor standards enforcement. The ADECA Labor Relations Specialist is available for technical assistance and information.

TASK B: 
OBTAIN WAGE RATES
1.
As soon as possible upon completion of the final plans and specifications, obtain wage rates from http://www.wdol.gov/ at least 30 working days prior to bid advertising
2. Check wage rate to verify that it is applicable to your county and appears to be appropriate for your construction needs

3.
Revisit http://www.wdol.gov/ and obtain updated wage rates ten (10) days prior to bid opening to verify that the wage decision has not changed (if changes have been made, you may need to include such changes in the bid documents and the bid opening may need to be postponed)
TASK C:
COORDINATION WITH THE ADECA ENGINEER
1.
Submit plans, specifications, and contract documents to the ADECA Engineer for review and concurrence
2.
Once concurrence is received, the project may be bid.  However, prior to bid award, bid documents must be submitted to the ADECA Engineer for concurrence
TASK D:
CONDUCT PRE-CONSTRUCTION CONFERENCE
1.
Send notice to prime contractor verifying date and requesting that he/she have all subcontractors attend (allow sufficient time for contractor to arrange for all subcontractors to attend)
2.
Advise your ADECA Program Supervisor of the date at least ten working days in advance by sending a copy of the above notice (EXCEPT that on all joint CDBG/RD projects, the date of the conference must be coordinated with your CDBG Program Supervisor)
3.
Conduct a pre-construction conference to apprise the contractor and his/her subcontractors of their labor standards, equal opportunity and other contract obligations and responsibilities (it also allows an opportunity to obtain any outstanding contract documents and provide the contractor with posters for the construction site -  “Notice to Employees” (WH 1321), “Equal Employment Opportunity is The Law” posters and a copy of the applicable Wage Decision are required to be posted at the construction site)
NOTE:
A pre-construction conference is required by HUD to satisfy equal opportunity requirements of Executive Order 11246

4.
Keep attendance roster and minutes of the conference

5.
Review wage decision with all contractors and subcontractors to determine if additional classifications are needed. If required, use HUD Form 4230A, Report of Additional Classification and Rate
6.
Obtain from the contractor his general scheduling time for the subcontractors to begin their work (require contractors to notify the Labor Standards Officer, who will be completing HUD 11, Employee Interview Forms, one week prior to subcontractor(s) beginning work at job site

7.
Prepare pre-construction conference minutes, the minutes must contain:

· Project name, location and description

· Contractor and known subcontractor’s names

· Date, time and place of conference

· Conference attendees

· Summary of items covered

8.
File minutes of pre-construction conference in the Labor Standards Enforcement File and cross reference in the Civil Rights Enforcement File

TASK E:
ISSUE NOTICE TO PROCEED

Following execution of contract documents and completion of the pre-construction conference:

1.
Issue a Notice to Proceed to each prime contractor

· Notice to Proceed should establish the construction start date and scheduled completion date (submit copy of Notice to Proceed to the ADECA Engineer)
TASK F.
SEND NOTICE OF START OF CONSTRUCTION AND THE APPLICABLE WAGE DECISIONS TO THE ADECA
Send the Notice of Start of Construction and the wage decision to the ADECA Labor Relations Specialist to verify the correct wage decision was used and that construction was underway within the required 180 day timeframe. 

1.
The Notification and Wage Decision must be sent to the ADECA within 10 days of contract execution
TASK G:
ESTABLISH LABOR STANDARDS ENFORCEMENT FILE
The Labor Standards Officer should immediately establish a comprehensive Labor Standards Enforcement File. This file is in addition to the contract administration files discussed in Chapter IV, Task I.

TASK H:
RECEIVE AND REVIEW WEEKLY PAYROLLS
Submission Requirements - Each contractor, subcontractor and any lower tier subcontractor is required to (payrolls from subcontractor(s) should be submitted first to the prime contractor for review):

1.
Complete and submit payrolls no later than seven work days following the completion of the workweek

· You must date stamp payrolls as they are received

2.
Submit weekly payrolls from the time he/she starts work on the project and for each work week thereafter until he/she completes work

3.
Weekly payrolls must be numbered consecutively beginning with Number 1 and the last payroll must be marked “FINAL”

4.
The payroll should be signed by an officer of the company or an employee whose name appears on the “Certification from Contractor/Subcontractor Designating Officer or Employee to Supervise Payment of Employee and Sign Payrolls” form (this form designates the individual authorized to sign the payroll “Statement of Compliance” found on back of the payroll, should the appointee be changed, a new certificate must accompany the next payroll

5.
Submit Payroll Form WH-347; or a form providing the same information as the WH-347, including a “Statement of Compliance” Form WH-347 for each payroll (to assist contractors and subcontractors in submitting complete and accurate payrolls, you may want to provide them with a copy of the Instructions for Completing Payroll Form WH-347, the Payroll Checklist, and the “Contractor’s Guide to Davis Bacon”)
6. “Other Deductions” authorization(s) must be submitted with the first payroll for which deductions are made and must authorize any and all deductions except taxes and those required by court
Review of Payrolls

1.
Insist on prompt submission of all payrolls and do not make progress payments unless all payrolls have been submitted for the period covered in the invoice or request for payment

2.
Examine all payrolls upon receipt and check them against the wage decision (prompt review will allow you to initiate corrective action before the problem multiplies and while the workmen are still available - PROMPT examination of payrolls is absolutely necessary)

· Check payroll deductions, review the list of Permissible Payroll Deductions, and obtain “Authorization to Make Other Deductions” from the employee in question

· A contractor and subcontractor can pay trainee or apprenticeship rates only if his/her training program is certified by and registered with the Office of Apprentices and Training, Department of Labor (obtain proof of certification/registration)
· To assist with reviewing payrolls, refer to the Payroll Checklist,  Instructions for Completing Payroll Form (WH-347), Contractor’s Guide to Davis Bacon or Basically CDBG, Chapter 16
3.
When any violation of labor standards requirements results in an underpayment of wages to employees, the recipient shall take necessary action to ensure restitution is made to each affected employee

· Consult the HUD Handbook 1344.1, Rev. 1 Chg. 1, Section 3, “Violations,” and Section 5, “Sanctions,” for procedures

· Consult State CDBG Intergovernmental Policy Letter Number 4, “Liquidated Damages” for additional information
· Contact the ADECA Labor Relations Specialist when violations occur and for assistance

4.
Check information on Form HUD-11, “Record of Employee Interview” against weekly payrolls (payroll examiner must sign the HUD-11’s)
TASK I:
INSPECT CONSTRUCTION SITE AND CONDUCT EMPLOYEE INTERVIEWS
1.
Architect/Engineer must conduct inspections of contractor’s work for compliance with specifications, drawings, and conditions of the contract

2.
Equal Opportunity Officer must conduct site visits to see if equal opportunity poster is posted and to ensure compliance

3.
Labor Standards Officer must conduct on site employee interviews and inspections to see that the applicable wage decision and the “Notice to Employees” poster is posted at the construction site

· Interviewer should observe duties of workmen before initiating interviews

· Use HUD Form 11, “Record of Employee Interview” to document interviews

· “HUD 11 Job Site Interviews,” should be reviewed and followed

· Employee interviews should be sufficient in number to establish the degree of accuracy of records and payrolls

· Employee interviews should be representative of all classifications of employees working on the project (at least one interview for each classification)

· Employee interviews must be representative of the subcontractor’s workers and in the same degree and number as stated above

· The employee interviewed must be informed that information given is confidential and that the identity will be disclosed to the employer only with the employee’s written permission

· Payroll examiner must check information on HUD-11, “Record of Employee Interview” form, against payrolls and the Payroll examiner must sign the HUD-11's

· Conduct interviews according to “Instructions for Completing Employee Interviews” and use the HUD 11 checklist
TASK J:
REVIEW AND APPROVE REQUEST FOR PAYMENT
Prior to payment make sure:

1.
All work is completed as stated

2.
All payrolls and “Statements of Compliance” have been submitted and are accurate and complete

3.
Wage violations are corrected and any restitution paid (A Restitution Report should be completed and submitted to the ADECA Labor Specialist)
4.
Charges are allowable

The contractor may be paid the invoice amount minus the retainage

TASK K:
APPROVE CHANGE ORDERS, IF ANY
1.
Change orders should be kept to an absolute minimum

2.
Contact your ADECA Program Supervisor and the ADECA Engineer regarding any change order request

3.
Change orders may be permissible where the cumulative cost of all such orders do not exceed ten percent (10%) of the original contract price (additional guidance is required if change orders exceed 10 percent, in such cases, coordinate with the ADECA Engineer as soon as possible)    
4.
Each change order must be coordinated with the ADECA Engineer and accompanied by a supporting statement which describes why the change is necessary, cost estimates, and any needed change in plans and specifications (changes which materially or substantially alter or extend the scope of the contract are not allowable except in an emergency and through proper amendment procedures)
5.
Change orders must be prepared by the construction architect/engineer

6.
The city/county must approve and authorize change orders in writing before they are given to the contractor

TASK L:
INITIATE FINAL INSPECTION
When construction work has been completed, the contractor must certify completion of work to the city/county and submit a final request for payment.

The final inspection of the last construction contract of a public works grant also initiates the grant program closeout activities.

1.
The engineer/architect initiates the final inspection

2.
Representatives of your program, the contractor, and the engineering/architectural firm should all be present during the final inspection
3.
Notify your ADECA Program Supervisor of the date ten (10) working days in advance

4.
File the Final Quantities Change Order, the As Built Drawings, and the “Final Inspection Certification” (showing warranty date) with the ADECA Engineer (the Final Inspection Certification should also be submitted to the ADECA Program Supervisor at closeout)   
· If your grant program involves more than one prime construction contract, complete and retain all “Final Inspection Certifications” and file all at closeout
TASK M:
ACCEPT WORK
Before you accept work and make final payment of retainage, verify that:

1.
All payrolls have been received and checked, any necessary restitution has been made, and a Restitution Report has been completed and submitted to the ADECA Labor Specialist
2.
All other required Equal Opportunity and Labor Standards provisions have been satisfied

3.
All contract submissions have been received

4.
All claims and disputes involving the contractor have been resolved

5.
Files are complete

6.
As-built plans have been filed with the city/county, if applicable and with the ADECA Engineer
TASK N:
COMPLETE AND FORWARD FINAL WAGE COMPLIANCE REPORTS
The Davis-Bacon Act requires a “Final Wage Compliance Report” on each construction contract.

1.
After approval of all “FINAL” payrolls, complete the “Final Wage Compliance Report”.  Ensure information previously submitted on Restitution Report is the same.
2.
Submit the report to your ADECA Program Supervisor at closeout
· If your grant program involves more than one prime construction contract, retain the reports and file them all at closeout
TASK O:
OBTAIN AND SUBMIT NEWSPAPER ADVERTISEMENT OF NOTICE OF COMPLETION; MAKE FINAL PAYMENT
The Alabama “Public Works” law requires the construction contractor to give public “Notice of Completion” of a construction.  It is your responsibility to:

1.
Make sure the “Notice of Completion” met State requirements:

· Did the contractor place the advertisement in a newspaper of local distribution where the project is located?

· If there is no newspaper published or circulated in the county where the project is located, the notice must be given by posting at the courthouse for 30 days and proof of posting must be made by the probate judge or sheriff and the contractor

· Did the “Notice of Completion” include the identity of the completed project, project number and the name of the person (usually project engineer) to contact if anyone has a claim against the project?

· Was the “Notice” published a minimum of once a week for four (4) consecutive weeks?

2.
Hold the retainage until the contractor fulfills the “Notice of Completion” requirements

3.
Obtain from the contractor the newspaper “Affidavit of Publication” for the “Notice of Completion” or proof from the probate judge or sheriff and the contractor.

· Forward to your ADECA Program Supervisor at closeout
· If your grant program involves more than one prime construction contract retain all “Notice of Completion” advertisements and submit at closeout
4.
Settle claims, if any

5.
Make final payment
IV.
REQUIRED RECORDKEEPING AND FILES
Comprehensive Labor Standards Compliance files must be established for each construction job. The file must contain, at a minimum, the following:

· A copy of “Designation of Responsible Officials” form

· Applicable Wage Decision(s) obtained 30 days prior to bid advertisement, and a copy ten (10) days prior to bid opening

· Verification of contractor eligibility/debarred and license

· Notice to Proceed 
· Pre-Construction Conference Minutes

· Additional Classifications, if any

· Notice of Start of Construction
· Apprenticeship/Training Certifications, if any

· Employee Authorization of Deductions (if applicable)

· Equal Opportunity certifications and documents (cross reference in the Civil Rights file)

· Certification from Contractor/Subcontractor Designating Officer or Employee to Supervise Payment of Employee and Sign Payrolls
· Weekly payrolls, Statements of Compliance, and evidence that payrolls were checked against the wage decision

· Employee interviews - HUD 11’s
· Evidence that the on-site interview records were checked against payrolls and the applicable wage rate decision

· Evidence of restitution/resolution of identified discrepancies

· Complaints from workers, if any, and actions taken

· Liquidated damages assessed, appeals, if any, and outcome

· Final Wage Compliance Report, cross-referenced in Closeout File

· Final Inspection Certification, cross-referenced in Closeout File

· Notice of Completion, cross-referenced in Closeout File

· Correspondence

V.
REPORTING
· Designation of Labor Standards Officer; send within ten (10) days of execution of Grant Agreement to your ADECA Program Supervisor

· Plans, specifications, and contract, and bid documentation to ADECA Engineer

· Notice of Pre-construction Conference- send to the contractor and to your ADECA Program Supervisor and schedule the conference immediately after contract award (your ADECA Program Supervisor and the Labor Relations Specialist must be given advance notice and meeting coordinated with those persons on CDBG/RD projects)
· Pre-construction Conference Minutes - place in appropriate file and distribute to pertinent pre-construction conference attendee

· Notice to Proceed – submit to ADECA Engineer 
· Notice of Start of Construction - submit to your ADECA Program Supervisor

· Final Inspection of Construction Project - notify your ADECA Program Supervisor of the date and submit the “Final Inspection Certification,” at closeout (the Final Inspection Certification with warranty date, As Built drawing, and Final Quantities Change order must also be submitted to the ADECA Engineer prior to closeout)
· Notice of Completion - submit at closeout to your ADECA Program Supervisor the proof of publication, or “Affidavit of Publication”

· Comprehensive Public Works grants - retain and submit all at closeout
· Final Wage Compliance Report - transmit at closeout after approval of all “Final” payrolls

· Comprehensive Public Works grants -retain and submit all at closeout
VI.
COMMON PROBLEMS/DEFICIENCIES
· Failure to check if additional classifications are needed

· Failure to make sure that payrolls have actual working classifications listed

· Use of incorrect or superseded wage rate decisions

· Labor Standard File not established
· Weekly payrolls and Statement of Compliance not obtained

· Weekly payrolls not checked
· On-site interviews not conducted

· On-site interviews not checked against payroll

· Failure to establish administrative compliance responsibility

· Wage rate and posters - Equal Opportunity and Labor not posted at job site

· Written Section 3 plan not obtained where applicable

· Contractor Section 3 Certification not obtained

· Contractor Equal Employment certification not obtained

· Notice of Start of Construction not sent to the ADECA in a timely manner (within 10 days of execution of the prime contract)
· Plans, specifications, contracts, and bid documents not coordinated with the ADECA Engineer, and Notice to Proceed not submitted to the ADECA Engineer

· Notice Pre-construction Conference not sent to the ADECA

· Civil Rights Compliance File not cross-referenced

· Pre-construction minutes not in files

· Project Construction File inadequate

· No construction monitoring responsibility assigned

· Contractor’s failure to submit cost breakdown

· Schedule of payments not established

· Construction inspection inadequate

· Delays in processing requests for progress payments

· Failure to obtain prior written approval of change orders

· Change orders in excess of 10 percent

· Failure to notify the ADECA of the date of final inspection

· Failure to provide timely Final Wage Compliance Report and/or Restitution Report
VII
SUPPORT MATERIALS
· HUD Handbook 13441.1 Rev. 1
· Basically CDBG, Chapter 16, Labor Standards
· Preconstruction Conference Outline
· Preconstruction Conference Minutes
· Link to Wage rates On-Line added 

· Federal Labor Standards Provisions (HUD 4010) 

· Notice to All Employees Poster (WH-1321)  

· Notice to All Employees Poster (WH-1321 - en Español) 
· Equal Employment Opportunity is the Law Poster 
· Equal Employment Opportunity is the Law Poster en Español 

· Minimum Wage Poster - English  

· Minimum Wage Poster - en Español  

· Contractor's Guide to Davis Bacon
· Link to the Debarred List 
· Report of Additional Classifications and Rate (HUD-4230A) and Instructions  

· Local Agency/Contractor’s Payroll Checklist
· HUD 11 Checklist
· Payroll Form (WH-347) 
· Instructions for Completing Payroll Form (WH-347) 
· Record of Employee Interview (HUD-11) 
· Instructions for Completing HUD-11 

· Record of Employee Interview (HUD-11) and Instructions en Español  

· Notice to Proceed  

· Notice of Start of Construction  

· Permissible Payroll Deductions
· Other Deductions Authorization
· Payroll Signature Authorization 

· Restitution Report (Excel) 

· Restitution Report (Word) 

· Memorandum: Wage Decision Update for ALL Construction Types
· Final Inspection Certification
· State CDBG Intergovernmental Policy Letter Number 16, Revision 1, “Policy on advertisement for completion of construction and effect on closeout of CDBG projects
· Notice of Completion Advertisement
· Final Wage Compliance Report
· State CDBG Intergovernmental Policy Letter Number 4, “Liquidated Damages”
· Designate Labor Standards Officer On “Designation of Responsible Officials” form included with LCC
· State CDBG Intergovernmental Policy Letter Number 9, “Policy of the Applicability of Federal Laws on Other Public Funds”
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