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In these lean economic times, words such as “furlough,” “regular day off,” and “reduced pay” are
frequently bantered about. However, each of these terms carries with it specific rules and
regulations that must be followed when implemented. Handled improperly, a downsizing or a
reduction in pay can damage the public standing of both the organization and its management,
and expose the company to costly litigation or government action.

When implementing a reduction in work force, it is important to remember the following key tips:
1. Always be consistent with your policies, procedures and practices.

2. Document everything factually including the reasons for lay-off, selection criteria
and specific selection decisions.

3. Review your selections to insure that there is not a disparate impact on a particular
class of employees (age, gender, race, etc.).

Prior to implementing lay offs, consider whether there is a viable alternative, including:

A. Pay Reduction

e So long as it is for future pay

o Exempt employees must maintain a fixed weekly salary, that does not vary
based upon the hours worked

e Exempt employees must maintain a salary that has an annualized rate of

not less than $33,280/year (2009)

e Hourly rate of pay cannot drop below minimum wage ($8.00/hour) or

applicable prevailing wage (2009)

B. Hours Reduction
e Applies to non-exempt employees
o Exempt employees are paid the same salary regardless of hours worked; you
can reduce salary
¢ Non-exempt employees who are reduced to less than six hours per day may
waive meal break
e Reporting time pay requirements still apply

Many employees appreciate the opportunity to keep their jobs and would accept a reduction in
hours and/or pay in lieu of a lay off. What many employers do not know is that the EDD
provides for partial unemployment benefits if an employee has greater than a 10% reduction in
pay due to job reduction. In addition, the EDD has a work share program that enables
employers to reduce the amount paid by the employer while having little or no impact on what
the employee actually receives.
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The chart that follows is an outline and summary of the many laws and regulations governing
reductions in headcount, hours, or a restructuring of employment arrangements. It is important

when considering any such change in your operation that you consult with someone experienced
in work force reorganization.

For more information, please contact:
christine.long@californiahospitalityalert.com.

Christine H. Long, a partner at Berliner Cohen, represents and counsels hospitality clients on all
matters related to their operation. She provides advice and counsel on employment matters and

represents clients in litigation in matters relating to employment, contracts, partnerships, and real
estate.
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Rules and Regulations Governing Employee Restructuring
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