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Inaccurate or accurate 
wage statements? That is 
the question in California
by Dena N. Harandi 
Carothers, Disante & Freudenberger LLP

As with many areas of employment law, California has 
a unique law requiring that employee wage statements (pay 
stubs) include specific information, set forth at California Labor 
Code Section 226(a). Failure to include all of the required in-
formation, completely and accurately, constitutes a violation of 
Section 226 and can expose employers to substantial penalties.

Complying with Section 226 
not as easy as it seems

Section 226(a) requires employers to furnish employ-
ees accurate itemized written statements showing nine 
separate categories of information, including, but not 
limited to:

(1) Gross wages earned;

(2) Total hours worked;

(3) The number of piece-rate units earned and any ap-
plicable piece rate if the employee is paid on a piece-
rate basis;

(4) All deductions;

(5) Net wages earned;

(6) Inclusive dates of the period for which the employee 
is being paid;

(7) Employee’s name and the last four digits of his So-
cial Security number (SSN) or an employee identifi-
cation number other than an SSN;

(8) Name and address of the legal entity that is the em-
ployer; and

(9) All applicable hourly rates in effect during the pay 
period and the corresponding number of hours 
worked at each hourly rate by the employee.

Failure to completely and accurately provide any of 
that information on employees’ wage statements, even 
if all other categories of information are included, con-
stitutes a violation of Section 226. The exact information 
that needs to be included isn’t always intuitive. For ex-
ample, what constitutes “gross wages earned” for pur-
poses of Section 226(a) continues to be a litigated issue.

Employers stand to lose big 
for Section 226 violations

Employers stand to lose big as employees look for 
creative new ways to challenge the accuracy of their 
wage statements. To start, prevailing employees have 
the automatic right to recover attorneys’ fees. Employers 
that are found liable for not including the requisite wage 
statement information are also exposed to penalties of 
up to $4,000 per employee. In addition, employees filing 
claims of alleged inaccurate and incomplete wage state-
ments are regularly seeking penalties on behalf of all ag-
grieved employees under the Private Attorneys General 
Act of 2004 (PAGA).

As California employers are all too aware, PAGA 
suits can be very costly. There is a $200-per-employee 
penalty for recurring violations during each pay period 
during the statutory period prior to the filing of a com-
plaint with the California Labor and Workforce Devel-
opment Agency (LWDA). While California employers 
now have a limited opportunity to “cure” certain pay 
stub violations and escape penalties under PAGA, you 
are in no way exonerated from the risks of having PAGA 
penalties assessed against your company for Section 226 
violations.

Employees have seized on the opportunity to profit 
off this law given the high penalties they stand to gain 
from successful claims under Section 226. One such law-
suit, decided in October, was filed against Motel 6 by a 
former employee. Lidia Soto alleged that Motel 6 vio-
lated Section 226(a) by failing to include the monetary 
amount of accrued vacation pay in its employees’ pay 
stubs. She filed the action in her individual capacity and 
on behalf of all aggrieved workers under PAGA. The 
trial court dismissed her case because she failed to state 
a valid claim, and the dismissal was affirmed on appeal.

A small victory for employers
In finding for Motel 6, the court of appeal explained 

that California law does not require the monetary 
amount of accrued vacation time to be included on em-
ployees’ pay stubs until the accrued vacation time is 
paid out upon termination of employment.
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In reaching its conclusion, the court rejected Soto’s 
argument that because accrued vacation/paid time off 
(PTO) is considered a form of “wages” in California and 
wage statement law requires that gross wages and net 
wages earned during the pay period be itemized on pay 
stubs, the monetary amount of vacation “wages” earned 
during the pay period must be itemized on pay stubs. 

The court reasoned 
that “because un-
used vacation pay 
is not owed to an 
employee and is not 
paid to the employee 
until the termination 
of the relationship, 
and the monetary 
value of the unused 
vacation pay cannot 

be determined until the termination date, the require-
ment that an employer identify earned ‘wages’ logically 
does not extend to accrued vacation benefits.” In other 
words, until the termination of employment, accrued va-
cation is just a benefit, not a wage earned during the pay 
period that must be itemized on an employee’s pay stub.

The court of appeal went on to explain that this inter-
pretation is supported by the statutory purpose behind 
Section 226(a): “to document the paid wages to ensure 
the employee is fully informed regarding the calculation 
of those wages.” The court concluded its opinion by stat-
ing that whether the disclosure of unused paid vacation 
should be required on a regular basis is a policy matter 
for the legislature, not the courts, to decide. Soto v. Motel 
6 Operating, L.P. (California Court of Appeal, 4th Appel-
late District, 10/20/16).

Bottom line

The court of appeal held that Section 226(a) doesn’t 
require employers to include the monetary value of ac-
crued paid vacation time (or PTO) in employee wage 
statements unless payment is due upon the termination 
of the employment relationship. While this case was 
decided in favor of the employer, not all Section 226(a) 
claims will work out that way. Indeed, employees’ attor-
neys continue to “find” wage statement violations and 
sue employers based on those new, creative arguments.

Employers can end up paying large penalties for vio-
lations that in many cases appear minor and innocuous. 
Therefore, if you haven’t already done so, you should 
be proactive and review your wage statements for strict 
compliance with the itemization requirements set forth 
in Section 226. You should also consult your employ-
ment counsel to verify that you are, in fact, in compli-
ance with Section 226.

The author can be reached at Carothers, Disante & Freud-
enberger LLP in San Francisco, dhrandi@cdflaborlaw.com. D
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