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Disclaimer

 This presentation is for information purpose only

 Refer U.S. Department of Labor for http://www.dol.gov for guidance

 Talk to Department of Labour Wage and Hour Division for questions

http://www.dol.gov/


Background

 Mc Namara Service Contract Act of 1965 passed to provide labor 

standards for service employees of contractors and subcontractors 
providing services to federal agencies for contracts in excess of 

$2,500. This session discusses Wage Determination for SCA and 

Benefits for SCA employee



Overview

 The McNamara-O’Hara Service Contract Act requires contractors 

and subcontractors performing services on prime contracts in 
excess of $2,500 to pay service employees in various classes no less 

than the wage rates and fringe benefits found prevailing in the 

locality, or the rates (including prospective increases) contained in 

a predecessor contractor's collective bargaining agreement. The 

Department of Labor issues wage determinations on a contract-by-

contract basis in response to specific requests from contracting 

agencies. These determinations are incorporated into the contract.



Overview (contd)

 For contracts equal to or less than $2,500, contractors are required 

to pay the federal minimum wage as provided in Section 6(a)(1) of 
the Fair Labor Standards Act. 

 For prime contracts in excess of $100,000, contractors and 

subcontractors must also, under the provisions of the Contract Work 

Hours and Safety Standards Act, as amended, pay laborers and 

mechanics, including guards and watchmen, at least one and one-

half times their regular rate of pay for all hours worked over 40 in a 

workweek. The overtime provisions of the Fair Labor Standards Act 

may also apply to SCA-covered contracts.

https://www.dol.gov/whd/minimumwage.htm


Overview (contd.)

 The SCA applies to all work performed within the United States. For 
purposes of the SCA, the term "United States" includes any State, the 
District of Columbia, Puerto Rico, the Virgin Islands, Outer Continental 
Shelf lands as defined in the Outer Continental Shelf Lands Act, 
American Samoa, Guam, Wake Island, Johnston Island, and the 
Commonwealth of the Northern Mariana Islands. The SCA does not 
apply to work performed in any other territory under the jurisdiction of 
the United States or any United States base or possession within a 
foreign country. Also, the SCA does not apply to work performed on 
ships operating in international or foreign waters. If a portion of the 
contract services is performed within the United States and a portion is 
performed outside the United States, the SCA applies to the portion 
performed in the United States.

 A SCA Directory of Occupations may be obtained from www.wdol.gov.

http://www.wdol.gov/


H&W

 The Wage and Hour Division issued All Agency Memorandum 225, 

which sets the Service Contract Act Health and Welfare Fringe 

Benefit rate at $4.41 per hour effective August 1, 2017. The AAM also 

sets an SCA Health and Welfare Fringe Benefit rate of $4.13 per hour 

for work to which EO 13706, Establishing Paid Sick Leave for Federal 

Contractors, applies. 

https://www.wdol.gov/aam/aam225.pdf
https://www.dol.gov/whd/govcontracts/eo13706/


H&W

 The Wage and Hour Division issued All Agency Memorandum 225, 

which sets the Service Contract Act Health and Welfare Fringe 

Benefit rate at $4.41 per hour effective August 1, 2017. The AAM also 

sets an SCA Health and Welfare Fringe Benefit rate of $4.13 per hour 

for work to which EO 13706, Establishing Paid Sick Leave for Federal 

Contractors, applies. 

https://www.wdol.gov/aam/aam225.pdf
https://www.dol.gov/whd/govcontracts/eo13706/


Nondisplacement of Qualified 

Workers

 The Wage and Hour Division has issued a Final Rule; notice of 

effective date and OMB approval of information to announce the 
effective date of its final rule published on August 29, 2011, to 

implement Executive Order 13495, Nondisplacement of Qualified 

Workers Under Service Contracts. The effective date is January 18, 

2013. For more information, please visit the Nondisplacement Final 

Rule Webpage. (December 21, 2012)

http://webapps.dol.gov/FederalRegister/HtmlDisplay.aspx?DocId=26553&AgencyId=1&DocumentType=2
http://webapps.dol.gov/FederalRegister/HtmlDisplay.aspx?DocId=25266&Month=8&Year=2011
https://www.dol.gov/cgi-bin/leave-dol.asp?exiturl=http://www.whitehouse.gov/the-press-office/nondisplacement-qualified-workers-under-service-contracts&exitTitle=White_House&fedpage=yes
https://www.dol.gov/whd/govcontracts/SCANonDisplcmntFinalRule.htm


Nondisplacement of Qualified 

Workers(contd.)
Final Rule on Nondisplacement of Qualified Workers Under Service Contracts 

 Executive Order (EO) 13495, “Nondisplacement of Qualified Workers Under Service Contracts,” 
signed by President Obama on January 30, 2009, became effective on January 18, 2013. The 
Department’s Regulations at 29 CFR Part 9 and the related FAR clauses have been issued and are 
also now effective. The terms of the regulations will apply to all new solicitations issued after 
January 18, 2013.

 The regulations require that workers on a federal service contract who would otherwise lose their 
jobs as a result of the completion or expiration of a contract be given the right of first refusal for 
employment with the successor contractor. The regulations apply to all service contracts (prime 
and subcontractor) above the simplified acquisition threshold (currently $150,000) and their 
solicitations, except those excluded, that succeed contracts for the same or similar services at the 
same location. The regulations exclude certain types of contracts and employees from its 
requirements as well as allow the head of a contracting department or agency to exempt any of 
its contracts from the regulations if it finds the requirements would not serve the purposes of the 
EO or would impair the Federal Government’s ability to procure services economically or 
efficiently. 

 Under the regulations, a successor contractor may reduce the size of the workforce, may give first 
preference to certain of its current employees, and may offer employment to the predecessor’s 
employees in positions for which they are qualified other than those which they held previously.



Register of Wage Determination 

under SCA
SAMPLE:

WD 15-4281 (Rev.-7) was first posted on www.wdol.gov on 08/01/2017 
************************************************************************************ REGISTER OF WAGE DETERMINATIONS UNDER | U.S. 
DEPARTMENT OF LABOR THE SERVICE CONTRACT ACT | EMPLOYMENT STANDARDS ADMINISTRATION By direction of the Secretary 
of Labor | WAGE AND HOUR DIVISION | WASHINGTON D.C. 20210 | | | | Wage Determination No.: 2015-4281 Daniel W. Simms 
Division of | Revision No.: 7 Director Wage Determinations| Date Of Revision: 07/25/2017 
_______________________________________|____________________________________________ Note: Under Executive Order (EO) 13658, 
an hourly minimum wage of $10.20 for calendar year 2017 applies to all contracts subject to the Service Contract Act for which 
the contract is awarded (and any solicitation was issued) on or after January 1, 2015. If this contract is covered by the EO, the 
contractor must pay all workers in any classification listed on this wage determination at least $10.20 per hour (or the applicable 
wage rate listed on this wage determination, if it is higher) for all hours spent performing on the contract in calendar year 2017. 
The EO minimum wage rate will be adjusted annually. Additional information on contractor requirements and worker protections 
under the EO is available at www.dol.gov/whd/govcontracts. 
____________________________________________________________________________________ States: District of Columbia, Maryland, 
Virginia Area: District of Columbia Statewide Maryland Counties of Calvert, Charles, Prince George's Virginia Counties of 
Alexandria, Arlington, Fairfax, Falls Church, Fauquier, Loudoun, Manassas, Manassas Park, Prince William, Stafford 
____________________________________________________________________________________ **Fringe Benefits Required Follow the 
Occupational Listing** OCCUPATION CODE - TITLE FOOTNOTE RATE 01000 - Administrative Support And Clerical Occupations 

01011 - Accounting Clerk I 18.06 

01012 - Accounting Clerk II 20.28 

01013 - Accounting Clerk III 22.68 

01020 - Administrative Assistant 31.98



Register of Wage Determination 

under SCA (contd.)
 Note: Executive Order (EO) 13706, Establishing Paid Sick Leave for Federal Contractors, applies to all contracts subject to 

the Service Contract Act for which the contract is awarded (and any solicitation was issued) on or after January 1, 2017. If 

this contract is covered by the EO, the contractor must provide employees with 1 hour of paid sick leave for every 30 hours 

they work, up to 56 hours of paid sick leave each year. Employees must be permitted to use paid sick leave for their own 

illness, injury or other health-related needs, including preventive care; to assist a family member (or person who is like 

family to the employee) who is ill, injured, or has other health-related needs, including preventive care; or for reasons 

resulting from, or to assist a family member (or person who is like family to the employee) who is the victim of, domestic 

violence, sexual assault, or stalking. Additional information on contractor requirements and worker protections under the 

EO is available at www.dol.gov/whd/govcontracts. ALL OCCUPATIONS LISTED ABOVE RECEIVE THE FOLLOWING 

BENEFITS: HEALTH & WELFARE: $4.41 per hour or $176.40 per week or $764.40 per month HEALTH & WELFARE 

EO 13706: $4.13 per hour, or $165.20 per week, or $715.87 per month VACATION: 2 weeks paid vacation after 1 year of 

service with a contractor or successor, 3 weeks after 5 years, and 4 weeks after 15 years. Length of service includes the 

whole span of continuous service with the present contractor or successor, wherever employed, and with the predecessor 

contractors in the performance of similar work at the same Federal facility. (Reg. 29 CFR 4.173) HOLIDAYS: A minimum 

of ten paid holidays per year: New Year's Day, Martin Luther King Jr.'s Birthday, Washington's Birthday, Memorial Day, 

Independence Day, Labor Day, Columbus Day, Veterans' Day, Thanksgiving Day, and Christmas Day. (A contractor may 

substitute for any of the named holidays another day off with pay in accordance with a plan communicated to the employees 

involved.) (See 29 CFR 4.174)



SCA PITTFALL 1

 Incorrect Wage Determination



SCA PITTFALL 1 AVOID

How does an employer ensure that his/her service employees 

performing SCA covered work are properly classified? 

 The wage determination that is included in the contract should list 

all job classifications that may be required in order to perform the 

contracted services. The definitions for the SCA job classifications 

are contained in the SCA Directory of Occupations, which may be 

obtained from the Government Printing Office and is also available 

on the Wage and Hour Division Web site.  

 The duties which an employee actually performs governs the 
classification and the rate of pay to which the employee is entitled 

under the applicable wage determination



Fringe Benefits: Vacation, Holidays, 
and Health & Welfare 

HEALTH & WELFARE: $4.41 per hour or $176.40 per week or $764.40 per month

HEALTH & WELFARE EO 13706: $4.13 per hour, or $165.20 per week, or $715.87 per month

VACATION: 2 weeks paid vacation after 1 year of service with a contractor or 

successor, 3 weeks after 5 years, and 4 weeks after 15 years.  Length of service
includes the whole span of continuous service with the present contractor or

successor, wherever employed, and with the predecessor contractors in the

performance of similar work at the same Federal facility.  (Reg. 29 CFR 4.173)

HOLIDAYS: A minimum of ten paid holidays per year:  New Year's Day, Martin Luther

King Jr.'s Birthday, Washington's Birthday, Memorial Day, Independence Day,

Labor Day, Columbus Day, Veterans' Day, Thanksgiving Day, and Christmas Day. (A

contractor may substitute for any of the named holidays another day off with pay in

accordance with a plan communicated to the employees involved.)  (See 29 CFR 4.174)



Fringe Benefits: Vacation, Holidays, 
and Health & Welfare (contd.)

HEALTH & WELFARE: $4.41 per hour or $176.40 per week or $764.40 per month

HEALTH & WELFARE EO 13706: $4.13 per hour, or $165.20 per week, or $715.87 per month

VACATION: 2 weeks paid vacation after 1 year of service with a contractor or 

successor, 3 weeks after 5 years, and 4 weeks after 15 years.  Length of service
includes the whole span of continuous service with the present contractor or

successor, wherever employed, and with the predecessor contractors in the

performance of similar work at the same Federal facility.  (Reg. 29 CFR 4.173)

HOLIDAYS: A minimum of ten paid holidays per year:  New Year's Day, Martin Luther

King Jr.'s Birthday, Washington's Birthday, Memorial Day, Independence Day,

Labor Day, Columbus Day, Veterans' Day, Thanksgiving Day, and Christmas Day. (A

contractor may substitute for any of the named holidays another day off with pay in

accordance with a plan communicated to the employees involved.)  (See 29 CFR 4.174)



SCA PITFALL 2

INCORRECT CALCULATION OF VACATION TIME FOR EMPLOYEE WHEN 

TRANSITIONING FROM PREDECESSOR CONTRACT



SCA PITFALL 2 – AVIOID IT

Calculating Vacation Time for Employees when transitioning from 
predecessor contract

 If an employee was employed by the predecessor contractor and 
hired by the successor, does the vacation time earned with the 
predecessor contractor continue, stop, or does the employee start 
accruing new vacation time with the new contractor? 

 The vacation time continues, as long as there is no break in service. 
The contractor by whom a worker is employed at the time the 
vacation right vests (i.e. on the employee's anniversary date of 
employment) must provide the full benefit required by the wage 
determination which is applicable on that date, whether or not it is 
the predecessor or the successor contractor. This is described in Title 
29, Part 4 of the Code of Federal Regulations, Section 4.173.



SCA PITFALL 3

 INCLUDING H&W IN THE HOURLY RATE



SCA PITFALL 3 – AVOID

 Is the health and welfare rate included in the hourly rate on the WD? 

 No. Fringe benefits are required to be provided separate from and 

in addition to the specified minimum hourly rate provided on the 

wage determination.

 What does the health and welfare rate apply to, all hours worked or 

vacation and sick leave also? 

 Unless otherwise specified on the applicable wage determination, 

health and welfare payments are due for all hours, including paid 

vacation, sick leave, and holiday hours, up to a maximum of 40 
hours per week and 2, 080 hours per year on each contract.



SCA PITFALL 4

 Non Conformance of Wage Determination



SCA PITFALL 4 AVOID

 How are wage rates obtained for occupations not listed in the wage 
determination? 

 Any class of service employee not listed in the wage determination 

must be classified by the contractor to provide a reasonable 

relationship (i.e. appropriate level of skill comparison) between the 

unlisted classifications and the classifications listed in the wage 

determination.



SCA PITFALL 4 AVOID (contd.)

 How should a conformance be submitted, and if approved, when does the rate become 
applicable? 

 A class of service employee not listed in the wage determination must be classified by the 
contractor to provide a reasonable relationship (i.e. appropriate level of skill comparison) 
between the unlisted classifications and the classifications listed in the wage determination. 

 The conformance procedure for the unlisted class must be submitted by the contractor to the 
contracting officer no later than 30 days after the unlisted class of employee performs any 
contract work. The contracting officer then reviews the proposed action and submits the 
conformance with their concurrence, and/or comments to the Wage and Hour Division, 
Employment Standards Administration, U.S. Department of Labor, for approval. The Wage and 
Hour Division will approve, modify, or disapprove the action or render a final determination in the 
event of disagreement within 30 days of receipt or will notify the contracting officer within 30 days 
of receipt that additional time is necessary. 

 If approved, the wage and fringe benefits must be paid to all employees performing in the 
classification from the first day the contract work is performed. Regardless of whether the 
contracting officer agrees or disagrees, they must submit the conformance request to the 
Department of Labor for determination. However, the contracting officer can annotate that they 
disagree with the conformance request. 



SCA PITFALL 4 AVOID (contd.)

 How are future rates calculated for classes that have been conformed?

 In the case of a contract modification, an exercise of an option or 

extension of an existing contract, or any other case where a contractor 

succeeds a contract under which the classification in question was 

previously conformed, a new conformed wage rate may be assigned 

to the conformed classification by indexing (i.e. adjusting) the 

previously conformed rate by an amount equal to the average 

percentage increase or decrease between the wages specified for all 

classifications to be used on the contract or used in the same broad 

occupational category which are listed in the current wage 

determination, and those specified for the corresponding classifications 

in the previously applicable wage determination. However, the 

contractor has the option of resubmitting a new conformance request. 



SCA PITFALL 5

 Violation of SCA Contract

 Penalty

 The SCA provides authority to withhold contract funds to reimburse 

underpaid employees, terminate the contract, hold the contractor 

liable for associated costs to the government, and debar from future 

government contracts for a period of three years any persons or firms 

who have violated the SCA.



SCA PITFALL 5 AVOID

 Consult the U.S. Department of Labor for any questions

 Keep all documentations including Employee Timesheets and 

Payroll records



SCA PITTFALL 6 

 Incorrect Holiday Pay reimbursement



SCA PITTFALL 6 - AVOID

 Do I pay holiday pay when an employee did not work the holiday 

week?

If the employee is a full time employee, you pay holiday pay

 If the employee is a part-time employee who worked the holiday 

week, Holiday Pay = number of hours the employee worked the 

previous week/40*8

If the employee worked 20 hours previous week =20/40*8 = 4 hours



SCA PITTFALL 7

 Non Conformance to Sick Pay



SCA PITTFALL 7 - Avoid

Executive Order (EO) 13706, Establishing Paid Sick Leave for Federal

Contractors, applies to all contracts subject to the Service Contract Act for which

the contract is awarded (and any solicitation was issued) on or after January 1,

2017.  If this contract is covered by the EO, the contractor must provide employees

with 1 hour of paid sick leave for every 30 hours they work, up to 56 hours of paid

sick leave each year. Employees must be permitted to use paid sick leave for their

own illness, injury or other health-related needs, including preventive care; to

assist a family member (or person who is like family to the employee) who is ill,

injured, or has other health-related needs, including preventive care; or for

reasons resulting from, or to assist a family member (or person who is like family

to the employee) who is the victim of, domestic violence, sexual assault, or

stalking.  Additional information on contractor requirements and worker protections

under the EO is available at www.dol.gov/whd/govcontracts.



SCA PITTFALL 8

 Wage under collective bargaining agreement



SCA PITTFALL 8 - AVOID

 If I'm working under a CBA for one company and another company wins the contract 
and hires me, can my salary drop? 

 No, not for the first year. The successor contractor's obligation is to ensure that all 
service employees are paid no less than the wages and fringe benefits to which the 
employees would have been entitled, including prospective increases, if employed 
under the predecessor's collective bargaining agreement for the first year of the 
contract (i.e. irrespective of whether the successor's employees were or were not 
employed by the predecessor contractor). The obligation of the successor contractor 
is limited to the wage and fringe benefit requirements of the predecessor's collective 
bargaining agreement and does not extend to other items such as seniority, 
grievance procedures, work rules, overtime, etc. 

 Does the Federal agency enter the CBA occupations on the Standard Form 98-A or 
leave it blank since the CBA is attached? Does the Federal agency enter the 
occupations not covered by the CBA on the same Standard Form 98-A? 

 Do not enter the CBA occupations on the SF 98-A. Only classes which are not 
covered by the CBA should be listed separately on the SF 98-A so that the 
appropriate area-wide wage determination can be issued for those classes of 
employees.



SCA PITTFALL 9

 Non display of WH 1313 SCA Poster



SCA PITTFALL 9 AVOID

 WH 1313 SCA Poster

Every employer performing work covered by the Walsh-Healey Public 

Contracts Act or the McNamara-O'Hara Service Contract Act (SCA) is 

required to post a notice of the compensation required (including, for 

service contracts, any applicable wage determination) in a prominent 

and accessible location at the worksite where it may be seen by all 

employees performing on the contract.



SCA PITTFALL 10

 Incorrect Pricing

 Miscalculating the vacation hours during proposal phase for labor 

categories



SCA PITTFALL 10 AVOID

 During proposal Q&A phase, ask a question on years of experience 

and educational qualification of current SCA employees.

Use years of experience of current incumbent contractors to calculate 

the Vacation Pay

 VACATION: 2 weeks paid vacation after 1 year of service with a 

contractor or successor, 3 weeks after 5 years, and 4 weeks after 15 

years. Length of service includes the whole span of continuous 

service with the present contractor or successor, wherever 

employed, and with the predecessor contractors in the 
performance of similar work at the same Federal facility. (Reg. 29 

CFR 4.173)



SCA PITTFALL 11

 Making Incorrect Assumptions 



SCA PITTFALL 11 AVOID

 Reach out to Wage and Hour Division with U.S. Department of Labor 

for assistance

 Keep all records



Important Links

 https://www.wdol.gov/

 Call the Wage and Hour Division's toll-free help line:

1-866-4USWAGE (1-866-487-9243)

TTY: 1-877-889-5627

Monday-Friday 8 a.m. to 5 p.m.

 Contact the office nearest you

https://www.wdol.gov/
https://www.dol.gov/whd/america2.htm


CONCLUSION

 The McNamara-O’Hara Service Contract Act requires contractors 

and subcontractors performing services on prime contracts in 
excess of $2,500 to pay service employees in various classes no less 

than the wage rates and fringe benefits found prevailing in the 

locality, or the rates (including prospective increases) contained in 

a predecessor contractor's collective bargaining agreement. 

 Avoid Pittfalls early and be successful


