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Possible Cost-Saving Measures During the COVID-19 Crisis 

 
 
Our newsletters and legal updates are published for informational purposes only and do not constitute 
legal advice. We encourage you to contact one of our attorneys to discuss your particular needs and 
how we may be able to assist you. Each of our attorneys is fluent in hospitality! 
 

VOLUNTARY LEAVES OF ABSENCE AND FURLOUGHS 
Employers may consider communicating to employees that unpaid personal leaves are being more freely 
granted at this time than under usual business conditions. Employers may also offer severance benefits 
for voluntary resignation. These options are cost-saving strategies and may help avoid involuntary 
layoffs.  
 
Employers may also place employees on unpaid leaves of absence.  Some employees may qualify for 
partial wage replacement, such as paid family leave and short-term disability if placed on leave to care 
for themselves or a family member who has COVID-19 or for unemployment insurance.  By placing 
employees on a leave absence, employers would not owe final wages to the employees; however, a 
WARN Act Notice may be applicable (see below).   
 

REDUCTION IN FORCE 
WARN Act: California maintains its version of the WARN Act.  If an employer’s worksite is closing or there 
is a mass layoff affecting 50 or more employees in a 30 day period , the Act requires the employer to 
give 60 days’ advance notice.  If 60 days is not feasible, the employer must give as much notice as 
possible.  For each day that the notice is late, the employee is owed a day’s wages.   Employers should 
note that a temporary layoff or furlough has been held to trigger the Act’s notice requirement.   
 
California WARN Act carries some narrow exceptions to the notice requirement, including closure or 
layoff “necessitated by a physical calamity or act of war.”  However, on March 17, 2020, Governor Gavin 
Newsom signed Executive Order N-31-20, allowing employers to use an “unforeseen business 
circumstances” exception to the state’s WARN Act requirements. Specifically, the Order states that mass 
layoffs or closures fall under the newly-created “unforeseen business circumstances” exception to the 
law. However, California employers must still provide notice as soon as practicable.  The content of the 
notice must include all of the information already required by the California WARN Act and also specify 
that the mass layoff or closure is caused by COVID-19 related “business circumstances that were not 
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reasonably foreseeable as of the time the notice would have been required.”  Lastly, the notice must 
state: “If you have lost your job or been laid off temporarily, you may be eligible for Unemployment 
Insurance (UI).  More information on UI and other resources available for workers is available at 
labor.ca.gov/coronavirus2019.” 
 

FINAL WAGES 
An employee who is discharged must be paid all of his or her wages, including accrued vacation, 
immediately at the time of termination.  
 
Layoffs for an indefinite period will constitute a termination of the employer-employee relationship and 
will require that final wages be paid immediately at the time of termination. A temporary layoff, for a 
reasonably definite period of time, does not sever the employment relationship. Nevertheless, if an 
employer lays off an employee temporarily and sets a return-to-work date after the regular pay period, 
the wages earned to and including the lay off date are due and payable in accordance with California 
Labor Code Section 201. If there is a return to work date within the next pay period, and the employee 
returns to work, the employee may be paid on the next regular payday. 
 

REDUCTION IN HOURS 
An employer can cut its hourly employees’ weekly hours to reduce labor costs, although the cost of 
employee benefits generally would stay the same.  Reducing hours as an alternative to laying off 
employees may also relieve the employer of any termination wage potentially being owed, and could 
help the hotel to resume operations at full capacity as soon as possible.  Additionally, a hotel may offer 
guests incentives to opt out of daily housekeeping or turn down to reduce the number of housekeeping 
or other room attending employees on schedule.  
 
A reduction in hours may qualify the employee for unemployment insurance.  Employees who are 
temporarily unemployed or have their hours reduced due to COVID-19 and who are expected to return 
to work fully within a few weeks are not required to seek new work actively each week to obtain 
unemployment insurance.  Furthermore, the Governor’s Executive Order has waived the one- week 
unpaid waiting period.  Therefore, employees may be able to collect unemployment benefits for the first 
week out of full-time work.  Depending on an employer’s COBRA coverage, the reduction in hours may 
also qualify as a “qualifying event.”  
 
Employers in California may also implement a Work Sharing Program if reduced production, services, or 
other conditions cause them to seek an alternative to layoffs. Under the Work Sharing Program, 
employees may receive unemployment benefits and keep their jobs.  To be eligible to participate, at 
least 10 percent of the employer’s regular workforce must be affected by a reduction in wages and hours, 
and hours and wages must be reduced by at least 10 percent and no more than 60 percent.  For more 
information on the Work Sharing Program, the Employment Development Department issued a FAQ 
here. 
 

VACATION/PTO 
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Employers should permit employees to use any form of paid time off that the employees have available. 
Employees may want to use their paid time off to bridge the time until wage replacement begins and/or 
make up any shortfall between their benefits entitlement and their usual wages. 
 

PAID SICK LEAVE 
Employers must provide sick leave and compensate the employee under California paid sick leave laws 
when the employee has paid sick leave available. Paid sick leave can be used for absences due to illness, 
the diagnosis, care, or treatment of an existing health condition or preventative care for the employee 
or the employee’s family member. There are situations where an employee may use sick leave as 
preventative care against COVID-19. For example,  an employee may use sick leave for self-quarantine 
as a result of potential exposure to COVID-19 if quarantine is recommended by civil authorities. Other 
situations where an employee may exercise their right to take paid sick leave or allow paid sick leave for 
preventative care, including where there has been exposure to COVID-19 or where the worker has 
traveled to a high-risk area.  
 
Employers cannot require that the worker use paid sick leave – that is the worker’s choice. If the worker 
decides to use paid sick leave, the employer can require they take a minimum of two hours of paid sick 
leave. The employee must determine of how much paid sick leave will be used up.  
 

PAID VACATION 
If an employee does not qualify to use paid sick leave or has exhausted sick leave, an employee may 
choose to take vacation. An employee may choose to take vacation leave and be compensated, provided 
the terms of the vacation policy allows for leave in this circumstance. Employers may require employees 
to use their vacation or paid time off benefits before they are allowed to take unpaid leave. However, as 
stated above, employers cannot mandate that employees use paid sick leave. 
 
 

SALARY REDUCTION FOR EXEMPT EMPLOYEES  
The Department of Labor Standards and Enforcement follows federal regulations regarding the exempt 
salary basis test.  In an opinion letter, the DLSE found that an employer’s proposal to reduce the number 
of its employees’ schedule workdays from five days to four days a week, with a corresponding reduction 
in salary was permissible based upon the fact that the employer was experiencing significant economic 
difficulties due to a severe economic crisis of 2009.  Accordingly, an employer may be permitted under 
California to temporarily reduce the schedule and salary of full-time employees so long as the employee 
still meets the minimum salary of $54,080.  Such a reduction in hours and salary must be temporary and 
under highly unusual circumstances.  As such, employers should intend to restore the full five-day work 
schedule and full salaries of its exempt employees as soon as the business conditions permit.   
 

REPORTING TIME PAY 
Generally, if an employee reports to work but is not put to work or is furnished with less than half of 
their usual or scheduled days’ work, the employee must be paid for half the usual or scheduled day’s 
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work, but in no event for less than two hours nor more than four hours, at the employee’s regular rate 
of pay.  
 
An exception to reporting time pay includes situations where an employer’s operations cannot begin or 
continue when civil authorities recommend that work not begin or continue. The Department of 
Industrial Relations has advised that reporting time pay thus applies during a state of emergency unless 
the state of emergency includes a recommendation to cease operations.  
 
For instance, if a confirmed case of coronavirus was identified at the Hotel and the California Department 
of Public Health sent everyone home for the day, the exception would likely apply. However, if the hotel 
was having a slow day because the city government declared a state of emergency, the exception would 
likely not apply. 
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