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The short answer is most likely not.  A proposed rule recently issued by the U.S. Department of Labor 
(DOL) would increase the minimum wage for employees working under certain federal contracts to 
$10.10 per hour.  The final rule will be issued by October 1, 2014, most likely without significant 
changes, and would impact the following federal contracts:  construction; concessions; services for 
federal employees and their dependents, or the general public on federal property or lands; and those 
issued under the Service Contract Act. 

 
The final rule will be effective for federal contracts that are new or renegotiated on or after January 1, 
2015.  President Obama, however, in a prior executive order encouraged federal agencies to increase 
wages for employees working under federal contracts entered into or negotiated after February 12, 
2014. Comments on the proposed rule must be submitted on or before July 17, 2014. For more 
information about the proposed rule, see this legal alert by the national law firm, Ballard Spahr, LLP and 
this DOL webpage.  
 
Whether CAAs are required to comply with the new minimum wage rule hinges on their status as 
“grantees” vs. “contractors.”  In most cases, because CAAs are not federal contractors, they will not be 
subject to the proposed rule.  However, CAAs should review all of their grants and contracts to ensure 
that they are in fact “grantees” and not “contractors.” 
 
As a general rule, CAAs are federal grantees (or sub-grantees), rather than federal contractors (or sub-
contractors) and are typically not required to comply with rules imposed on federal contractors.  The 
federal government distinguishes between those vendors from which it buys products or services to be 
used by the government itself (i.e., contractors), and those entities to whom it provides funds to benefit 
the public at large (i.e., grantees or recipients of federal assistance). Therefore, unless a CAA receives a 
direct federal contract to provide goods or services to the federal government, it is not a federal 
contractor.  A CAA that receives only federal grants, such as Head Start, or a contract with the state that 
is funded with federal grant funds, such as CSBG, is a federal grantee. 
 
One example of a situation where a CAA might be a federal contractor is if it provides services under a 
contract with the U.S. Department of Health and Human Services’ Office of Women’s Health, which 
sometimes issues federal contracts for services rather than grants. 
 
To determine if a CAA is a federal contractor or federal grantee, the CAA should examine any 
documentation of any direct awards it receives from the federal government (for this purpose, federal 
funds that are passed through by a state do not make a CAA a federal contractor, even if the state refers 
to your CAA as a “contractor”). Terms such as “financial assistance award,” “notice of grant award,” 
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“grant agreement,” “grant award,” “loan” or “cooperative agreement” indicate that the CAA has a grant 
or other federal assistance, and not a contract. If the CAA’s documentation contains language such as 
“order for supplies and services” such may indicate a contract. If CAAs have questions about whether 
the funds they receive directly from the federal government are paid under a grant or a contract, they 
may contact CAPLAW. 
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