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FINAL PAY, UNUSED VACATION, WAITING-TIME 
PENALTIES & TERMINATION WAGES
What must be paid at discharge or resignation, how earned vacation and commissions fit, and when 
delayed final wages can trigger penalties.

THE ONE-SENTENCE RULE  Final pay is a deadline problem and an earning problem: identify the separation date, 
determine every wage earned by that date, value vested vacation and incentive compensation, then compare the 
lawful deadline with the actual payment.

THE 60-SECOND ISSUE MAP

Issue What to ask Risk / signal Employee focus

Discharge
Were all earned and determinable 
wages paid immediately at 
termination?

HIGH Labor Code section 201 generally 
applies.

Resignation Was at least 72 hours notice given, or 
were wages paid within 72 hours? HIGH Labor Code section 202 generally 

applies.

Vacation / PTO Was vested vacation paid at the final 
rate? HIGH Use accrual records and policy 

history.

Bonus / 
commission

Was compensation already earned, 
even if payment calculation occurred 
later?

FACT-SPECIFIC Apply the written earning terms.

Willful delay
Did the employer know wages were 
due and fail to pay without a good-
faith dispute?

PENALTY ISSUE Section 203 can continue daily up to 
30 days.

FIVE RULES THAT MATTER

1. Labor Code section 201 generally requires immediate 
payment of earned wages upon discharge; section 202 
generally governs resignations and the 72-hour rule.
2. Labor Code section 203 can impose waiting-time 
penalties for a willful failure to pay wages due at separation, 
up to 30 days.

3. Labor Code section 227.3 treats vested vacation as wages 
and generally requires payment at termination; earned 
vacation cannot be forfeited.
4. Labor Code section 206.5 restricts releases of wages due 
unless those wages have been paid. A severance release 
does not purchase wages already owed.
5. Final-pay analysis should include salary, hourly wages, 
overtime, break premiums, earned incentive compensation, 
vested vacation, reimbursements, and corrections to wage 
statements where applicable.

FAST CHECK: Build a separation ledger covering reason, earned pay, due dates, equity, benefits, release terms, restrictions, and 
requested changes.
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THE FINAL-PAY LEDGER: EARNED ITEM + DUE DATE + PAYMENT 
DATE

Wage item Earning evidence Deadline and remedy

Salary / hours / overtime / premium / 
commission / bonus / vacation

Time / plan / transaction / accrual / 
payroll

Section 201 or 202 date / actual 
payment / section 203 / interest / 
statements

DOCUMENTS / ACTIONS TO SAVE NOW
  Termination or resignation notice☐
  Final paystub and bank deposit☐
  Vacation/PTO accrual history☐
  Compensation plans and transaction records☐
  Timecards and unresolved wage complaints☐
  Expense reports and reimbursements☐
  Communications explaining delayed or partial payment☐

WHAT THE EMPLOYER WILL TEST WHAT THE EMPLOYEE SHOULD SHOW

final-pay mistakes become expensive because the calendar 
keeps running. The useful demand does not simply say wages 
are missing; it identifies each wage, the earning source, the 
statutory due date, the payment date, and the daily penalty 
calculation.

Labor Code section 201 generally applies. • Labor Code section 
202 generally applies. • Use accrual records and policy history.

RELATED RUGGLES LAW FIRM READING
• I Just Got Fired: What Should I Do Right Away?
• Complete Guide to California Commission Disputes
• Unpaid Wages Resource Center
• DIR - Final Pay FAQs

CALIFORNIA STATUTES / REGULATIONS
• Labor Code section 201
• Labor Code section 202
• Labor Code section 203
• Labor Code section 227.3

PUBLISHED CALIFORNIA CASES
• Pineda v. Bank of America, 50 Cal.4th 1389 (2010)
• Suastez v. Plastic Dress-Up Co., 31 Cal.3d 774 (1982)
• Nishiki v. Danko Meredith, APC, 25 Cal.App.5th 883 (2018)
• Naranjo v. Spectrum Security Services, Inc., 13 Cal.5th 93 (2022)

SCAN TO READ
I Just Got Fired: What Should

I Do Right Away?
RugglesLawFirm.com

OFFICIAL RESOURCES  Labor Code section 201  |  Labor Code section 202  |  
Labor Code section 203  |  DIR - Vacation FAQs

California treats vested vacation as wages and permits waiting-time penalties for willful nonpayment of final wages.
— Suastez v. Plastic Dress-Up Co., 31 Cal.3d 774 (1982); Pineda v. Bank of America, 50 Cal.4th 1389 (2010)
LEGAL DISCLAIMER  |  General educational information only - not legal advice. Reading or downloading this guide does not create an attorney-client 
relationship. Deadlines, exceptions, and outcomes depend on the facts and current law. Consult counsel about your situation.

https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=LAB&sectionNum=201.
https://www.dir.ca.gov/dlse/FAQ_Vacation.html
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=LAB&sectionNum=203.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=LAB&sectionNum=202.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=LAB&sectionNum=201.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=LAB&sectionNum=227.3.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=LAB&sectionNum=203.
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=LAB&sectionNum=202.
https://ruggleslawfirm.com/i-just-got-fired-what-should-i-do-right-away/
https://www.dir.ca.gov/dlse/FAQ_paydays.html
https://ruggleslawfirm.com/practice-areas/unpaid-wages/
https://ruggleslawfirm.com/complete-guide-california-commission-disputes/

