BALTIM

DEVELOPMENT CORPORATION

MEMORANDUM

1o Honorable President and Members of the City Council
Attention: Karen Randle, Executive Secretary

o
FROM: M. J. Brodie, Presia%gﬁ@m

DATE: June 7, 2011 | gk b |

SUBJECT:  City Council Bill 11-0693
Living Wages — Limited Exemption from Overtime Requirements for Workers
Receiving Commissions

p)

Baltimore Development Corporation (BDC), for itself and on behalf of the Baltimore Hotel
Corporation, is responding to City Council Bill 11-0693. This bill modifies the City’s Living Wage
Ordinance to pay overtime (at 1% times the regular hourly rate for hours worked in excess of 8 hours per
day or 40 hours in any work week) to a certain class of employees in retail or service establishments
where more than half of the employee’s compensation is paid from commissions.

While it is not obvious from reading Bill 11-0693, its purpose is to modify the City’s Living
Wage requirements for banquet servers at the City-owned Hilton Baltimore Convention Center Hote].
Under Ordinance 05-128, approved in September 20035, the Council required that the convention center
hotel would comply with the City’s Living Wage Ordinance. As with other City contracts, this
mandated that all hourly non-exempt employees would be paid no less than the approved Living Wage
hourly rate (currently $10.59 per hour); and that the hotel would pay 1 % times the employee’s hourly
rate for all hours that exceed eight (8) hours per day or forty (40) hours per week. The Hilton Baltimore
has complied with the Living Wage since its opening on August 22, 2008.

Part of the CBA negotiations has focused on the Union’s request to allocate a portion of the
service charge revenue earned by the hotel to banquet servers. This type of compensation can be found
at other union hotels in the United States; it has been made possible because the hotel industry enjoys an
exemption under Federal labor law from paying overtime to employees who earn more than 50% of their
wages from service charge commissions. The issue at the convention center hotel is that the hotel must

comply with the City’s Living Wage Ordinance, which has no exemption from overtime. J M{J

BDC is unaware of any other circumstances where the City has agreed to narrow or eliminate the
protections workers enjoy under the Living Wage ordinance. Bil] 1 1-0693 impacts not only 73 banquet
servers at the Hilton Baltimore; it has the potential to affect any workers under City contracts where
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service charges or commissions are earned in the normal course of business (for example, the Baltimore
Convention Center),

Second, the beneficiaries of Bil] 11-0693 is limited to 73 banquets servers at the hotel. Al] other
hourly hotel employees (approximately 275 people) and all other workers under city contracts who are
not eligible to earn service charges or commissions will receive no benefit from the bill.

Finally, BDC cannot discuss the thirty- three months since the hotel opened without addressing
the recession and its impact on the national, regional and local economy. Historically, Baltimore hotels
had fared better than hotels in most cities in economic downturns: this was certainly the case following
the “9/11” economic downturn. The 757-room Hilton Baltimore opened three weeks before the
financial meltdown; the recession has resulted in a significant decline in occupancy and room rates in
downtown Baltimore.

Despite the economic downturn, we are pleased to report that we have maintained sufficient cash
flow to pay all hotel operating expenses and debt service payments. Since the bond closing on February
8, 2006, the Hotel Corporation has used only hotel bond proceeds or hotel revenues to pay hotel
expenses and debt service. Since March 1, 2009 when we used the last of the pre-opening and

We believe that this Bill, if approved, will negatively impact the hotel cash flow necessary to pay
operating expenses and the bond debt service. Any shortfall in paying the bond debt service could place
the hotel at risk of drawing on its bond reserves and/or the City HOT pledges to make up the shortfall.

For all the reasons stated above, we oppose passage of City Council Bill 11-0693.

ee: Kaliope Parthemos
Angela Gibson
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