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DATE:  November 1, 2025  

TO:  Honorable Members of City Council 

FROM: Odie Donald II, Chief Administrative Officer  

CC:  Danny Avula, Mayor of Richmond 
Lawson Wijesooriya, Chief of Staff 
RJ Warren, Council Chief of Staff 

  Tanikia Jackson, DCAO Finance & Administration 
  Al Wiggins, DCAO Operations 

RE:  Resolution No. 2025-R019   

 

Janitorial + Security Contract 
Analysis 
Overview 
Resolution No. 2025-R019, adopted June 2, 2025, requested that the Chief Administrative Officer 
conduct a study of the fiscal, operational, and related considerations associated with requiring janitorial 
and security contractors under contract with the City to pay their employees the City’s minimum wage, 
currently $20.00 per hour. The Administration was asked to provide recommendations for 
implementation, including: 

• The fiscal impacts of requiring janitorial and security contractors to pay the City’s minimum 
wage to employees performing services under City contracts. 

• The operational or appropriate considerations associated with incorporating this requirement 
into existing contracts. 

• The fiscal and operational implications of bringing janitorial and security services in-house. 

• A proposed plan for implementing this requirement as soon as feasible. 

 

Operational Context 

Localities commonly contract for specialized labor when direct employment poses operational or 
administrative challenges. Contracting ensures adequate staffing levels for critical functions such as 
safety, security, and facility maintenance. This arrangement allows the contracting firm to manage 
staffing continuity, for example, coverage for sick leave and other absences, while absorbing associated 
personnel costs. Similarly, contracting is preferred when specialized training, certifications, and 
insurance are required, such as for armed security personnel. 
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It should be noted that janitorial and security services represent only two of the many types of 
contracted labor the City relies upon to support daily operations. Other critical functions—such as solid 
waste collection, grounds and facility maintenance, landscaping, clerical support, and technical 
services—are also heavily supported by contracted personnel. Increasing contract minimums for only 
select labor categories raises parity concerns and may create upward cost pressure across other 
contracts as vendors seek equitable treatment. Over time, such adjustments will surely result in broader 
cost escalation in contracted services. 

The Administration recommends that, should City Council wish to ensure certain contracted workers 
are paid at or above the City’s minimum wage, this objective be achieved through contractual 
requirements rather than bringing these services in-house. Establishing wage standards within vendor 
contracts allows the City to meet its compensation goals while avoiding the significant, recurring costs 
associated with workforce expansion, benefits, and administrative management. This approach 
balances fiscal responsibility with the policy intent expressed by Council. 

The City’s findings highlight multiple findings including, implementing a $20/hour minimum wage 
through contract amendments both impacts the ability of contractor’s to compete, initially increasing 
the janitorial service costs by approximately $1.04 million annually, while also increasing the recently 
procured security contract by $1.1 million in FY 2026.  

By contrast, bringing both functions in-house would nearly double total annual costs, exceeding $17 
million in total obligations for both functions. The net in-house cost increase is estimated at more than 
$7.1 million for FY 2027, with annual increases based on projections in alignment with currently 
negotiated agreements. 

Methodology 
The analysis conducted by the City compared the fiscal impacts of aligning contracted janitorial and 
security wage rates with the City’s minimum wage to the projected costs of bringing these services in-
house. To conduct this review, the team examined current contracts, wage structures, and overhead 
expenses, and modeled equivalent City staffing and benefits costs. The analysis also considered 
potential parity implications across other contracted service categories, recognizing that selective wage 
increases may influence market-wide pricing and policy consistency. Cost projections incorporate a 
28% fringe rate, health care expenses, and an annual cost-of-living adjustment determined through 
collective bargaining, all consistent with City compensation policies. For FY 2027, the cost-of-living 
adjustment is projected at 3.25%. 

Contract Adjustment to City Minimum Wage 
Security Contractors 

The City recently entered into a new security services contract that aligns with the City’s minimum wage 
requirements and establishes a transition to an all-armed security model. The City will transition to this 
contract on November 1, 2025. This change addresses operational needs at facilities requiring armed 
personnel, such as payment-processing sites and locations that house critical infrastructure. 
Consolidating under this single, armed model reduces the total number of positions needed while 
ensuring consistent training, capability, and response standards across all facilities. Armed security 
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personnel also possess higher levels of certification and experience, enhancing safety and service quality 
for City staff and the public. 

In FY 2024, the City of Richmond expended approximately $7.0 million under its prior security 
contract. The new agreement reflects the City’s continued investment in public safety and acknowledges 
the evolving security needs of a growing and dynamic urban environment. The projected expenditure 
for FY 2026 is $8.1 million, a base increase of a $1.1 million, which aligns with the enhanced scope and 
standards of the new contract. 

The janitorial services contract, by contrast, does not currently include a minimum wage provision. This 
section evaluates the fiscal and operational effects of implementing such a requirement for janitorial 
services. 

Janitorial Contractors 

The City’s current janitorial services contract became effective April 17, 2024, and extends through 
April 16, 2026, with two optional two-year renewal periods that could extend the agreement through 
April 16, 2030. The contract currently stipulates a minimum hourly wage of $15 for janitorial personnel. 
The current contractor has advised that increasing the minimum wage to $20 per hour would result in 
an estimated annual cost increase of $1,038,355. The Department of Procurement Services and the City 
Attorney’s Office have confirmed that the existing contract may be amended to incorporate wage 
requirements, provided sufficient funding is appropriated and both parties consent to the modification. 

Beyond the direct fiscal impact, increasing hourly wages could also affect employee eligibility for certain 
income-based social benefits such as Medicaid, Supplemental Security Income (SSI), and other public 
assistance programs. Consequently, while higher wages improve take-home pay, some employees may 
experience a net loss in overall benefits. These factors must be considered alongside broader parity 
implications and the long-term cost trajectory of contracted labor. 

The analysis also identified a set of projected vendor issues. A minimum wage requirement above area 
prevailing wages creates inequalities caused by the City’s proposed interference in the market. An 
employee may be required to be paid different rates while working in City facilities versus other contracts, 
importing inequality and competition between a vendor’s own employees, increasing payment tracking 
and payroll requirements. Expect worker friction. 

Bringing Janitorial and Security Services In-House 
As requested by legislation, the City evaluated the feasibility of bringing janitorial and security services 
in-house as an alternative to contracted delivery. The analysis considered the financial, operational, and 
administrative implications of transitioning these functions to City employment. It included salary and 
benefit projections, supervisory and overhead costs, and startup expenses related to program 
implementation. This comparison provides a comprehensive assessment of whether direct employment 
represents a more cost-effective and sustainable model for maintaining essential services. 
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Janitorial Initial/Recurring Costs: 

In assessing the potential transition to in-house janitorial services, the City reviewed one-time and 
recurring non-personnel costs associated with program startup and ongoing operations. These include 
equipment purchases, cleaning supplies, uniform costs, and storage needs, as well as other overhead 
necessary to support daily service delivery. Understanding these initial investments is critical to 
evaluating the total implementation cost and ensuring that adequate resources are available to sustain 
service quality over time. The total initial and reoccurring capital outlay to outfit in-house janitorial 
services is $1,102,878.42. While it is likely that this estimate is not all inclusive, this analysis gives the 
City insight to these initial costs.  

 
INITIAL COSTS 

Type  Number  Cost Total 
Van 1 $50,000.00  $50,000.00  
SUV 3 $35,000.00  $105,000.00  
Initial Supplies     $413,229.92  
Initial Uniform cost     $34,648.50  
TOTAL     $602,878.42  

 

REOCCURRING COSTS 
Type  Number  Cost Total 
Supplies, uniforms, misc.     $500,000.00 
TOTAL     $500,000.00 

 

Security Initial/Recurring Costs 

For security services, non-personnel costs are primarily driven by the specialized equipment, training, 
and certifications required to maintain an armed security workforce. These include firearms, 
ammunition, uniforms, radios, and other communication tools, as well as mandatory licensing and 
recertification programs. Liability insurance, risk management measures, and ongoing compliance with 
state and federal security standards would further contribute to operating costs. Together, these factors 
represent significant upfront and continuing expenses necessary to establish and sustain a professional 
in-house security operation. 
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INITIAL COSTS 
Type  Number  Cost Total 
Training 102 $1,389.95  $141,775.00 
Initial 
Uniform/Weapon/Equipment 102 $694.40 $70,828.95 
Insurance 1 $100,000.00 $100,000.00 
TOTAL     $312,603.95 

 

RECURRING COSTS - ANNUAL 
Type Number  Cost Total 
Annual Recertification 102 $393.38 $40,125.00 
Uniform Rental 102 $333.33 $34,000.00 
Insurance 1 $100,000.00 $100,000.00 
TOTAL   $174,125.00 

 
Janitorial and Security Salaries and Fringe: 

The following table outlines estimated salary and fringe benefit costs for bringing janitorial and security 
services in-house. These figures reflect the personnel expenses required to replicate current service 
levels. Estimates include base pay, fringe benefits, and position classifications aligned with City 
compensation standards.  
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Considerations 
The city currently employs approximately 14 custodians, whose wages exceed market averages. City pay 
rates are higher than those offered in neighboring localities and above prevailing market rates, which 
generally range from $14 to $20 per hour. The city does not currently employ security guards, either 
armed or unarmed. In comparison, one nearby locality employs seven unarmed guards earning between 
$20 and $21 per hour, while the broader market ranges from $18 to $27 per hour. 

Employing armed guards would introduce additional costs related to the purchase of weapons, 
ammunition, certifications, and increased expenses for liability, risk management and insurance 
coverage generally passed on to vendors under the current model. For both custodial and security 
personnel, ongoing costs may include expanded management capacity to oversee operations, recruit 
staff, and administer a workforce increase of approximately 227 additional employees. 

Additional administrative costs would be incurred through fees to third-party vendors responsible for 
benefits administration, insurance, and claims processing, including Workers’ Compensation, General 
Liability, FMLA, and Paid Parental Leave. Annual wage and benefit adjustments would also apply to 
both groups, reflecting standard cost-of-living increases as well as negotiated changes resulting from 
collective bargaining agreements. These costs are currently fixed for the contract period wherein the 
City does not negotiate benefits with the contractor workforce.  

While the fiscal analysis demonstrates that bringing janitorial and security services in-house would 
significantly increase costs, there are important operational factors to consider for both approaches. 
Direct employment also allows for greater control over training, performance standards, and service 
quality. However, maintaining contracted service delivery continues to provide critical operational 
flexibility. Contractors assume responsibility for recruiting, training, and managing personnel, and can 
quickly deploy replacement staff to cover absences or turnover, ensuring uninterrupted service without 
the city bearing the cost of maintaining a large standby workforce. Vendors also absorb certain 
liabilities, insurance obligations, and compliance costs that would otherwise shift to the City under an 
in-house model. 

Most important, adding 277 (or more) additional employees funded by the general fund eliminates the 
City’s ability to offer wage increases across the workforce or maintain a superior benefits package. 

 
Transition Risks and Implementation Timeline 

Transitioning janitorial or security services in-house would require a phased implementation estimated 
at approximately 9-12 months, including: 

• Recruitment and onboarding of at least 227 employees. 

• Procurement lead times for vehicles, uniforms, and supplies (minimum 4-6 months). 

• Training, certification, and background checks for all security staff. 

• Contract wind-down and transition coverage to maintain continuity of service. 

Failure to adequately plan these stages will result in coverage gaps, higher startup costs, and service 
disruptions. 
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5-Year Projection 
The following table presents a five-year projection of salary and fringe benefit costs associated with 
bringing janitorial and security services in-house, assuming no adjustment to current three year 
agreements. These projections illustrate the anticipated growth in personnel-related expenses over 
time, incorporating annual wage adjustments, fringe rate increases, and cost-of-living considerations 
consistent with City compensation policies and collective bargaining agreements. The projection 
provides a forward-looking view of the fiscal commitment required to sustain these services under a 
City-managed model.  

 

Contract Worker Analysis 
Parity concerns 

Janitorial and security services represent a small portion of the City’s overall contracted workforce. 
Other contracted labor—such as landscaping, maintenance, and technical services—is not currently 
subject to City wage benchmarks. Implementing minimum wage standards selectively could create 
inconsistencies among vendors and increase costs across multiple service areas as parity pressures 
emerge. Over time, this could result in higher contract values and broader budget impacts across 
departments. A consistent, clearly defined contracting policy will be essential to maintaining fairness 
and controlling long-term costs. 

Conducting a comprehensive, data-driven analysis of potential wage alignment across all contracted 
services would require an extensive review of existing procurement contracts, wage structures, and 
vendor classifications. Given the complexity of the City’s procurement framework and the diversity of 
service arrangements, this work is estimated to take approximately six months to complete and would 
not be complete within the current fiscal year. 
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Additionally, the request simply compounds existing long-term obligations if either approach is 
selected. A snapshot of other contracted labor obligations includes construction, landscaping, parks and 
rec program and education staff, solid waste, bulk and brush, tree maintenance, 
road/asset/facility/bridge maintenance, project management, IT development, call center reps, clerical, 
auditors, collections, parking, police/fire admin roles, interpreters, and skilled labor/trades. 

Minimum wage requirements for line staff necessarily increase supervisory staff salaries as well to avoid 
compression. As a result, every level must be moved up to accommodate a higher minimum. 

Contracts inclusive of minimum wage requirements above area prevailing wages will likely have a 
detrimental effect on the ability of minority business/small business to compete for contracts (Legal 
confirms inclusion of min wage is lawful but may result in the above). Contracts with minimum wage 
requirements creates a voluntary and unrequired pressure on free market forces; the City would be 
entering into direct competition with private entities in these markets. 

Federal / Economic Uncertainty 
The City currently needs to prioritize essential services due to delayed and/or canceled federal funding. 
Additional discretionary spending, especially spending that is not required, strains cash flow and likely 
will force later budget cuts as seen in recent actions among a variety of private sector businesses. It is 
projected that in this reduced federal funding environment, keeping spending restrained preserves 
flexibility.It is widely projected nationally that an economic downturn is expected, which is expected to 
further reduce the availability of local revenue. 

These factors are expected to increase borrowing risk. New discretionary spending during tight 
conditions may weaken credit ratings. Beyond technical fiscal challenges, the City should also consider 
public perception. Increased discretionary spending while essential services face constraints will 
continue to erode public trust. 

Recommendations 
Increasing janitorial wages to the City minimum would raise annual costs by approximately $1.04 
million, while the new security contract achieves parity at an additional cost of $1.1 million, albeit by 
transitioning to fully armed guards across the contract and reducing staff levels. Converting either 
service in-house nearly doubles the total allotted annual cost of service, exceeding a total of $17 million, 
with a single year net cost increase of at least $7.1 million for FY 2027. 

The Administration acknowledges City Council’s commitment to ensuring that contracted workers are 
fairly compensated and that wage standards reflect the City’s values of equity and inclusion. If Council 
elects to pursue wage alignment for contracted janitorial and security workers, the Administration 
recommends doing so through contractual provisions rather than by converting these functions to City 
employment. Incorporating minimum wage requirements into vendor agreements would accomplish 
the intended policy goals while avoiding the substantial and recurring costs associated with workforce 
expansion, employee benefits, and long-term administrative oversight. Still, these adjustments will 
create market tensions across the private sector, as well as challenges to similar “vendors” such as State 
government and local counties eventually in line to renew or procure services. This analysis 
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demonstrates that bringing these services in-house would significantly increase ongoing expenditures 
and create parity pressures across other contracted labor categories. 

As such, the Administrations recommendation is to keep the Status Quo, with a renewed 
focus for contracting on wage equity. The Administration further recommends development of a 
Citywide Contract Wage Process/Procedure to establish consistent criteria for evaluating future Council 
or vendor wage alignment requests. This policy should define fiscal thresholds, funding source 
identification, and parity evaluation standards to ensure long-term sustainability. 

Fiscal Implications of Implementing Recommendations: 
The new security contract effective November 1 meets desired requirements due to the use of armed 
guards exclusively, and a reduction in staff, with an estimated increase in annual spending of 
approximately $1.1 million. 

Fiscal Analysis Summary, in millions 

 
Current 
Contract 

(in millions) 

$20/hr 
Contract 

(in millions) 

In-House 
(in 

millions) 

Variance (In-
House and 

Current 
Contract) 

(in millions) 

% Change (In-
House and 

Current 
Contract) 

Janitorial           
FY 2026 $3.80 $4.90 $9.20 $5.40 142% 
FY 2027 $3.90 $5.00 $9.20 $5.30 136% 
FY 2028 $4.00 $5.20 $9.50 $5.50 138% 
FY 2029 $4.20 $5.40 $9.90 $5.70 136% 
FY 2030 $4.30 $5.50 $10.30 $6.00 140% 
FY 2031 $4.40 $5.70 $10.60 $6.20 141% 

Total 
Janitorial $24.60 $31.70 $58.70 $34.10 139% 

       

Security      

FY 2026 
$7.0 

(Budgeted) 
$8.1 (New) 

N/A current 
contract 

already >$20/
hr 

$8.70 
$1.7 (Not 

Budgeted) 
$0.6 (New) 

 

FY 2027 $8.30 N/A $8.70 $0.40 5% 
FY 2028 $8.60 N/A $9.00 $0.40 5% 
FY 2029 $8.90 N/A $9.30 $0.40 4% 
FY 2030 $9.10 N/A $9.70 $0.60 7% 
FY2031 $9.40 N/A $10.10 $0.70 7% 

Total Security $52.40 N/A $55.50 $3.10 6% 
*Note, these numbers are projections and may change given unforeseen economic forces. 
*In-house cost estimates include both personnel and operating costs. 


