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California’s wage and hour laws are among the strictest in the United States. They set
out rules for how workers are paid, the minimum wage, overtime pay, commissions,
meal periods, rest breaks, misclassification of employees, itemized wage statements,
business expenses, and more.

In many cases, statutory penalties attach to violations of California’s labor laws. Some
of those penalties can be recovered by employees, while others must be enforced by
a government agency. The laws also specify the damages an employee can recover
after proving a wage and hour violation.

This article examines California’s most common penalties for wage, hour, and
paycheck violations.
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CH. 01

A Simple Chart of California’s
Labor Law Penalties

The Labor Code sets most of the penalties for wage and hour violations. The chart
below lists them by Labor Code section.
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California Labor Code wage and hour penalties

Violation Penalty Authority

Unpaid final wages Up to 30 days of the employee’s daily
. . Lab. Code, § 203
(waiting-time penalty) wages

Final wages paid with a Up to 30 days of wages at the

Lab. Code, § 203.1
bounced check employee’s rate

Late payment of wages $100 first violation; $200 plus 25%

. . Lab. Code, § 210
during employment of the amount withheld thereafter

Willful refusal to pay

Misdemeanor Lab. Code, § 216
wages after demand

Attorney’s fees and costs to the
Nonpayment of wages or

X prevailing party (employer only on a Lab. Code, § 218.5
benefits (two-way fees) . .
bad-faith showing)

Unlawful wage

. Misdemeanor Lab. Code, § 225
deductions

Greater of actual damages or $50

I t
naccurate wage (initial) / $100 (subsequent) per  Lab. Code, § 226,

statement (knowing and

. . employee, capped at $4,000, plus subd. (e)
intentional)
fees
Refusing to let an
. Lab. Code, § 226,
employee inspect or $750
subd. (f)
copy records
No wage statement or $250 (initial) and $1,000 Lab. Code, §
no records kept (subsequent) per employee 226.3
Knowing and intentional
. . Lab. Code, §
wage-statement Misdemeanor; $1,000 fine 296.6
violation .
. One hour of pay at the regular rate of
Missed meal or rest .
compensation per workday, Lab. Code, § 226.7

period
separately for meal and for rest

Willful misclassification $5,000-$15,000; $10,000-$25,000 Lab. Code, §
as a contractor for a pattern or practice 226.8
Owners, officers, and Personal liability, as the employer, for
wners, officers, 1abTiy, 8s the eMPLoyen 107 b, Code, § 5581
managing agents specified wage violations

Denied lactation break $100 per day, plus a meal/rest-style
Lab. Code, § 1033

or space premium
Minimum wage or Attorney’s fees and costs to a Lab. Code, § 1194
overtime claim (one-way prevailing employee only
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Violation Penalty Authority

fees)
$100 per employee per pay period
(default); 35% to employees, 65% to Lab. Code, § 2699
the state

PAGA (where no penalty
is otherwise specified)

Advising an employer to Joint and several liability with the
. . Lab. Code, § 2753
misclassify a worker employer

Failure to reimburse
Actual expenses plus attorney’s fees Lab. Code, § 2802

business expenses

Failure to secure Misdemeanor (up to one year); fine of  Lab. Code, §
workers’ comp coverage at least $10,000 3700.5
. . Misdemeanor (up to 60 days); fine up  Lab. Code, §
Violating a stop order
to $10,000 3710.2
Uninsured employer $1,500 per employee, up to

. . Lab. Code, § 3722
(civil penalty) $100,000

Several other California and federal laws add penalties that this article also covers.
Because they arise under other codes, they are listed separately below.
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Related penalties under other California and federal

laws

Violation Penalty Authority

1.5% of wages (3% with no 1899),
20% of the employee’s FICA 26 U.S.C. § 3509
share (40% with no 1099)
Felony; up to 5 years; fine up to
Willful federal tax evasion $250,000 (individual) / 26 U.S.C. § 7201
$500,000 (corporation)

Misclassification
(unwithheld federal tax)

Fraudulent tax
. . Greater of $5,000 or the worker’s
information return (1099 26 US.C.§7434

damages, costs, and fees
or W-2)
Failure to pay

. 15% of the contributions, plus Unemp. Ins. Code, §
unemployment insurance

. interest 1112
contributions
Unpaid final EDD Unemp. Ins. Code, §
10% penalty
assessment 1135
Failure to withhold or pay Misdemeanor; up to $1,000; up to Unemp. Ins. Code, §
over payroll tax one year 2118
Unfair competition Up to $2588 iolat Bus. & Prof. Code, §
. 0 $2, er violation
(government action) P perviolat 17206
. . . . L Bus. & Prof. Code, §
Violating a UCL injunction Up to $6,000 per violation
17207
Harassment (individual Personal liability for harassment Gov. Code, § 12940,
liability) the individual commits subd. (j)(3)

The sections that follow explain each of these penalties in more detail.
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Penalties for Payment Timing
Violations, Meals, and Breaks

2.1 Wage Payment Timing Violations

Employers in California must pay their employees by a certain date.! Employees paid
every two weeks must be paid within seven calendar days of the close of their payroll
period. Employees paid twice a month must be paid no more than 10 calendar days
after the last day of the payroll period.?

An employer that pays after these dates violates the California Labor Code. The
penalties for late wages are steep: an employer that fails to meet its obligations pays
$100 for its first violation, and $200 plus 25% of the amount unlawfully withheld for
each later or willful violation. 3

Since Assembly Bill 673 took effect in 2019, an employee may recover this penalty
directly, through the Labor Commissioner or a Private Attorneys General Act claim
(though not both for the same violation), rather than leaving it to the state.*

2.2 Waiting Time Penalties

California law lets employees recover unpaid wages. In addition, employees can
recover penalties when the employer willfully fails to pay wages due at the end of the
employment relationship.® These “waiting time penalties” refer to situations where an
employee is forced to wait for full payment after the employment relationship ends.

For example, if an employee wins a claim against an employer that refused to pay all
accrued wages in a final paycheck, the employer may owe waiting time penalties. The
penalty is a full day of wages for each day payment is delayed, up to a maximum of
30 days.®

The penalty is not automatic: an employer’s failure to pay is not “willful” where there
is a good-faith dispute about whether any wages are actually owed.’
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Employers who pay their employees with checks returned for insufficient funds are
liable for a 30-day penalty.® The penalty is the rate of pay the employee was
receiving when the employer’s check bounced.
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CH. 03

Penalties for Inaccurate
Wage Statements

A wage statement, or pay stub, is a breakdown of an employee’s earnings during a
pay period. State and federal law require employers to keep accurate records of hours
worked and wages paid to each employee. Although federal law does not require
itemized pay stubs, California law does.

A California employer must provide paychecks to its employees at least twice monthly
and include an itemization of wage deductions and wage compensation.’ Employers
must also keep payroll records for each employee for at least three years.®

When an employer’s failure to provide complete or accurate statements is knowing
and intentional, the employee may recover the greater of actual damages or $50 for
the initial pay period in which a violation occurs, and $100 per employee for each
violation in a subsequent pay period, up to an aggregate of $4,000.!

A prevailing plaintiff is also entitled to costs and reasonable attorney’s fees.? An
employer’s objectively reasonable, good-faith belief that its wage statements
complied with the law defeats the “knowing and intentional” element and precludes
these penalties.!3

When an employer completely fails to provide any wage statement, or fails to keep
the required records, there is an additional civil penalty of $250 for each initial
violation and $1,000 per employee for each violation in a subsequent citation.**

If an employee asks to review payroll records, the employer must comply no later
than 21 calendar days after the request.’® An employer that refuses to permit the
employee to inspect or copy the records is subject to a $750 penalty, payable to the
employee or the Labor Commissioner.©

An employer that knowingly and intentionally violates the wage statement and
recordkeeping provisions may face criminal liability. Any person who does so is guilty

of a misdemeanor and subject to a $1,000 fine.t’

The criminal penalty and fine also reach any officer, agent, employee, fiduciary, or
other person who has control over how wages are paid and documented, or who
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participates in or aids the violation. 8

3.1 Reimbursement of Business Expenses

An employee can recover business-related expenses, such as cell phones, mileage,
and other expenditures, along with the attorney’s fees incurred in enforcing those

expenses.?
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CH. 04

Break Period Violations:
Premium Pay and Penalties

4.1  Missed Meal Breaks

An employer may not require most employees to work more than five hours a day
without a meal period of at least 30 minutes; if the total workday is no more than six

hours, the meal period may be waived by mutual consent.?®

An employee who works more than 10 hours a day is entitled to a second 30-minute
meal period, which may be waived by mutual consent only if the total hours worked
are no more than 12 and the first meal period was not waived.??

Once it is established that an employer failed to provide a required meal period, the
employer must pay one additional hour of pay at the employee’s regular rate of
compensation for each workday the meal period was not provided.??

The “regular rate of compensation” is the same measure used for overtime: it
includes base hourly wages plus all nondiscretionary payments, such as commissions
and nondiscretionary bonuses, not merely the base hourly rate.?3

4.2 Missed Rest Periods

Employers must also authorize and permit a paid rest period of at least 10 minutes
for every four hours worked, or major fraction of four hours. A rest period is not
required for employees whose total daily work time is less than three and one-half
hours.?*

As with meal periods, an employer that fails to provide a required rest period owes
one additional hour of pay at the employee’s regular rate of compensation for each
workday the rest period was not provided.2°

Meal and rest period requirements are separate. A California Court of Appeal held
that an employer who fails to provide both a meal period and a rest period in a single
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day must pay two additional hours of premium pay, not one.2®

4.3 Unlawfully Denied Lactation Breaks

Every California employer must provide a reasonable amount of break time to
accommodate an employee who wants to express breast milk for the employee’s
infant child.?’

The denial of reasonable break time or adequate space to express milk is treated as a
failure to provide a rest period, so the employee may recover one additional hour of
pay at the regular rate of compensation for each day a break is denied.?®

Separately, the Labor Commissioner may issue a citation imposing a civil penalty of
$100 for each day an employee is denied a compliant break or space.?? In some
cases, part of a penalty may be recovered by the employee through a representative
action.3°®

© 2026, Kyle D. Smith - All Rights Reserved worklawyers.com Page 12



CH. 05

Misclassification of Employees
as Independent Contractors

When an employer knowingly and voluntarily misclassifies a person as an
independent contractor rather than an employee, it violates California law. 3!

It is also unlawful to charge a willfully misclassified contractor a fee, or to make
deductions from the contractor’s pay for things employees usually do not have to pay
for, such as materials, space rental, services, government licenses, repairs, equipment
maintenance, or fines.>?

Employers who willfully misclassify workers face serious penalties. They may be fined
between $5,000 and $15,000 for each violation, in addition to other penalties
permitted by law. 33

If an employer is found to have engaged in a pattern or practice of violations, the
penalty increases to between $10,000 and $25,000 per violation. 3*

An employer may also be ordered to post notices on its website and around the
premises stating that it committed a “serious violation of the law” and advising
employees that the notice is posted pursuant to a state order.>°

The notice must remain posted for a year,3® and it must tell workers how to contact
the California Labor and Workforce Development Agency if they suspect they are
being misclassified as independent contractors.3”

5.1 Tax Penalties for Misclassifying Workers

State and federal tax penalties apply to employers that misclassify workers. The
federal penalty for failing to withhold federal income tax is 1.5% of the wages paid.*®
The penalty doubles to 3% if the employer failed to file a Form 1099-MISC for the
worker with the IRS. 3’

The penalty for unintentionally failing to withhold the employee’s share of Social
Security and Medicare taxes is 20% of the employee’s share of the tax.*® This
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penalty doubles to 40% if the employer did not file a Form 18099-MISC for the
worker.*!

When the IRS determines that the misclassification was intentional, or when statutory
employees are misclassified, the employer is liable for the full amount of the federal
income tax that should have been withheld as well as the employee’s and employer’s
share of Social Security and Medicare taxes.

This liability can be assessed simultaneously against the company and its officers if
they are found personally responsible.*?

California’s tax penalties for misclassification include repayment of back payroll
taxes, with interest, and a penalty on the unpaid amounts.

The Employment Development Department (EDD), which administers payroll taxes,
may generally reach back three years to assess unpaid payroll taxes, unemployment
insurance, disability insurance, and personal income tax withholding. An assessment
that is not paid before it becomes final carries a 10% penalty. 43

When an employer issues a tax information return, such as a 18999 or W-2, that
fraudulently misattributes income to a worker and increases that individual’s tax
burden, federal law allows the individual to sue the employer for the greater of
$5,000 or the sum of the worker’s damages, the costs of bringing the lawsuit, and
attorney’s fees.**

This liability typically arises when an employer files a Form 1099-MISC to report
“nonemployee compensation” for a worker who should have received a Form W-2 for
employee wages.

Courts have held that misclassifying employees in this way can create civil liability,
but only where the employer intentionally attempted to deceive the IRS by filing the
1099 without believing it was true.*°

5.2 Joint and Several Liability

A person who, in exchange for money or other consideration, knowingly advises an
employer to treat an individual as an independent contractor to avoid employee
status can be jointly and severally liable with the employer if the individual is found
not to be an independent contractor. #®
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5.3 Criminal Penalties for Misclassification

Federal and state law impose criminal liability on individuals and companies that
willfully evade or attempt to evade the payment of taxes. Under federal law, it is a
felony to willfully attempt to evade or defeat any tax.

A person convicted of tax evasion can be imprisoned for up to five years, fined up to
$250,000 (for individuals) or $500,800 (for corporations), or both.*’

Failure to withhold and pay payroll taxes can also be charged as a misdemeanor in

California; on conviction, the employer can be fined up to $1,000 or jailed for up to
one year, or both.48

© 2026, Kyle D. Smith - All Rights Reserved worklawyers.com Page 15



CH. 06

Failure to Provide Certain
Types of Insurance

6.1 Workers' Compensation

Failing to carry workers’ compensation coverage is a serious offense with steep
criminal and civil penalties. Failing to secure the payment of compensation is itself a
misdemeanor.

A first conviction is punishable by up to one year in county jail, a fine of at least
$10,000 (up to double the premium that would have been due), or both.*?

A second or subsequent conviction is punishable by up to one year in county jail, a
fine of triple the premium that would have been due (but not less than $50,000), or
both.>®

When the Division of Labor Standards Enforcement (DLSE) determines that an
employer is operating without coverage, it issues a stop order.°! A stop order
prohibits the use of employee labor until coverage is obtained, and failing to observe
it is a separate misdemeanor, punishable by up to 60 days in county jail, a fine of up
to $10,000, or both. %2

When a stop order is served and an employer must shut down, any employee affected
by the work stoppage must be paid for lost time, not to exceed 10 days.°®

The DLSE also assesses civil penalties. At the time the stop order is issued and
served, the Director issues a penalty assessment of $1,500 per employee on the
payroll, up to a maximum of $100,000.°*

Alternatively, where an employer has been uninsured for more than a week in the
preceding year, the Director issues a penalty assessment for the greater of (1) twice
the workers’ compensation premium the employer would have paid during the
uninsured period, or (2) $1,500 per employee employed during that period.>°
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If a worker is injured or becomes ill because of a work-related event and the
employer has no workers’ compensation insurance, that employee can file a lawsuit
against the employer in addition to filing a workers’ compensation claim.>®

6.2 Unemployment Insurance Contributions

All employers doing business in California who have at least one employee and pay
wages over $100 in a quarter must register with the Employment Development
Department (EDD) to fund the Unemployment Insurance Program.

Employers pay a percentage on the first $7,000 in wages paid to each employee in a
calendar year, under a rate schedule, with the amount of taxable wages determined
annually. An employer that fails to pay required contributions must pay a penalty of
15% of the contributions,®’ plus interest.>®

Any employer that fails to make the required contributions, with or without intent to
evade, may be convicted of a misdemeanor and, on conviction, imprisoned for up to
12 months and fined up to $1,000, or both.>°
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CH. 07

Penalties under California’s
Unfair Business Practices Law

California prohibits employers from engaging in unfair business practices, including
any unlawful, unfair, or fraudulent business act or practice, any unfair, deceptive,
untrue, or misleading advertising, or any other act prohibited by the Business and
Professions Code.®®

California law lets private parties sue to stop unfair business practices, so long as the
plaintiff has lost money or property because of the employer’s activities. An
authorized government agency can also sue.

The remedies, however, are limited to restitution and injunctive relief: restitution
recovers actual economic losses, and injunctive relief orders the employer to stop the
unfair practice.®* When an injunction issues, the court may assess penalties of up to
$6,000 for each violation, and each day of a continuing violation counts as a separate
violation.®?

When a government agency brings the action, the court may assess civil penalties of

up to $2,500 for each violation.®® The statute authorizes only restitution and
injunctive relief, so punitive damages are not available in unfair competition cases.®*
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CH. 08

Costs of Enforcing
Labor Law Penalties

8.1 Recovery of Attorney Fees

When employees win certain wage and hour claims, they can recover the attorney’s
fees they incurred during the case. California law allows prevailing plaintiffs to
recover fees and costs on claims for minimum wage and overtime.

The law does not allow prevailing employers to collect fees when they defeat such a
claim, which is why it is called a “one-way fee-shifting statute.” 6°

For other wage and hour claims, a “two-way fee-shifting statute” allows any prevailing
party to claim attorney’s fees and costs in cases involving nonpayment of wages,
fringe benefits, or health, welfare, and pension fund contributions. °®

In 2013, the law was amended to hold employers to a higher standard: a prevailing
employer can recover fees and costs only by proving the employee brought the action
in bad faith.

Claims under the Private
Attorneys General Act (PAGA)

The Private Attorneys General Act (PAGA) lets aggrieved employees sue to recover
civil penalties on behalf of themselves, other employees, and the State of California
for Labor Code violations. An employee who sues under PAGA acts as a private
attorney general.

For claims based on a PAGA notice filed on or after June 19, 2024, the plaintiff must
have personally suffered each violation alleged.®”

If the underlying Labor Code section already provides a penalty, the employee can

collect that penalty on behalf of the aggrieved employees, and a prevailing employee
can also recover attorney’s fees and costs.®®
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Where the underlying Labor Code section does not already provide a penalty, PAGA
sets a default penalty of $100 per employee per pay period.

A higher penalty of $200 per employee per pay period applies only in limited
circumstances, such as where a court or agency found the same practice unlawful
within the preceding five years, or where the conduct was malicious, fraudulent, or
oppressive.

Reduced penalties and caps apply where an employer took reasonable steps to
comply or cured the violation.®? Of the penalties recovered, 35% is distributed to the
aggrieved employees and 65% to the Labor and Workforce Development Agency
(LWDA).”®

For actions based on notices filed before June 19, 2024, the prior rules apply,
including the earlier 25% employee and 75% state split. ’*
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CH. 09

Personal Liability and Criminal
Liability in Labor Law Violations

California’s definition of “employer” is expansive and reaches a company’s owners,
directors, officers, and managing agents.

Under the Fair Day’s Pay Act, effective January 1, 2016, an owner, director, officer, or
managing agent who violates, or causes to be violated, specified wage and hour
provisions can be held personally liable as the employer. Covered violations include
unpaid overtime, unpaid minimum wage, denial of meal and rest breaks, untimely
final pay, inadequate wage statements, and failure to reimburse business expenses.’?

Personal liability is not automatic based on a person'’s title; it turns on whether the
individual personally participated in, or had authority over and caused, the wage
violation.”®

Contrary to a common assumption, this liability is not limited to proceedings before
the Labor Commissioner. A California Court of Appeal has held that an owner or
officer who caused unpaid-wage violations can be held personally liable in civil
litigation, including through a PAGA action.’*

9.1 Attorney Liability in Misclassification Cases

The joint-liability rule for advisers has an important limit: it does not apply to a person
who gives advice to their own employer, or to an attorney, authorized to practice law,
who provides legal advice in the course of that practice.”®

A lawyer who counsels a client about how to classify workers is therefore not exposed
to joint and several liability under this section for that advice.

9.2 Personal Liability in Harassment Cases

California’s Fair Employment and Housing Act (FEHA) treats harassment differently
from discrimination and retaliation when it comes to individual liability.
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An individual employee, including a supervisor or a coworker, is personally liable for
harassment that the employee personally commits.’®

By contrast, individual managers are generally not personally liable for discrimination
or retaliation; those claims lie against the employer.”’

9.3 Criminal Liability for Wage Demands

Violations of the California Labor Code can carry criminal liability. Any person,
including a business owner, officer, manager, or superintendent, who has the ability to
pay but willfully refuses to pay wages after a demand may be guilty of a
misdemeanor.

The same misdemeanor liability applies to a person who falsely denies the amount or
validity of a wage claim with intent to secure a discount, or to annoy, harass, or
defraud the worker.”®

9.4 Criminal Liability for Wage Deductions

The California Labor Code prohibits employers from making deductions from an
employee’s wages unless the deductions are:’?

v= authorized by law;

 —

Y= authorized by the employee for insurance premiums or hospital or medical

 —

dues;

Y= made for pension-plan contributions authorized by a collective bargaining

-

agreement, or to cover health and welfare; or

Y= not amounting to a rebate on the standard wage set by collective

-

bargaining, wage agreement, or statute.
If an employer deducts wages for any other reason, it is a misdemeanor.®
For example, if a worker owes an employer money and then quits or is fired, the

employer cannot deduct what the worker owes from the final paycheck.®! Doing so
could expose the employer to criminal liability.
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60 Bus. & Prof. Code, § 17200.
61 Bus. & Prof. Code, § 17203.
62 Bus. & Prof. Code, § 17207.
63 Bus. & Prof. Code, § 17206.
64 Bus. & Prof. Code, § 17203.
65 Labor Code, § 1194.

66 Labor Code, § 218.5.

67 Labor Code, § 2699, subd. (a) (as amended by AB 2288 and SB 92
(2024)).

68 Labor Code, § 2699, subd. (k)(1).

69 Labor Code, § 2699, subds. (f), (g) (as amended by AB 2288 and SB 92
(2024)).
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70

71

72

73

74

75

76

77

78

79

80

81

Labor Code, § 2699, subd. (m).

Labor Code, § 2699, subd. (v).

Labor Code, § 558.1.

Usher v. White (2021) 64 Cal.App.5th 883.
Atempa v. Pedrazzani (2018) 27 Cal.App.5th 809.
Labor Code, § 2753, subd. (b).

Gov. Code, § 12940, subd. (j)(3).

Reno v. Baird (1998) 18 Cal.4th 640; Jones v. The Lodge at Torrey Pines
Partnership (2008) 42 Cal.4th 1158.

Labor Code, § 216.
Labor Code, §§ 221, 222, 222.5, 223.
Labor Code, § 225.

Phillips v. Gemini Moving Specialists (1998) 63 Cal.App.4th 563, 572.

© 2026, Kyle D. Smith - All Rights Reserved worklawyers.com Page 26



	CONTENTS
	A Simple Chart of California’sLabor Law Penalties
	Penalties for Payment TimingViolations, Meals, and Breaks
	Wage Payment Timing Violations
	Waiting Time Penalties

	Penalties for InaccurateWage Statements
	Reimbursement of Business Expenses

	Break Period Violations:Premium Pay and Penalties
	Missed Meal Breaks
	Missed Rest Periods
	Unlawfully Denied Lactation Breaks

	Misclassification of Employeesas Independent Contractors
	Tax Penalties for Misclassifying Workers
	Joint and Several Liability
	Criminal Penalties for MisclassificationCriminal Penalties for Misclassification

	Failure to Provide CertainTypes of Insurance
	Workers’ Compensation
	Unemployment Insurance Contributions

	Penalties under California’sUnfair Business Practices Law
	Costs of EnforcingLabor Law Penalties
	Recovery of Attorney Fees
	Claims under the PrivateAttorneys General Act (PAGA)

	Personal Liability and CriminalLiability in Labor Law Violations
	Attorney Liability in Misclassification Cases
	Personal Liability in Harassment Cases
	Criminal Liability for Wage Demands
	Criminal Liability for Wage Deductions

	References

