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I. Introduction to the Private Attorneys General Act (PAGA)

a. Overview of PAGA
The Private Attorneys General Act (PAGA) is a labor law, which was enacted in
California in 2004. This crucial piece of legislation empowers employees to enforce the
state's labor laws. In cases where the government lacks the resources to pursue every
violation, PAGA allows individuals to act as private attorneys general and seek
penalties for labor law violations on behalf of other aggrieved employees.

b. Importance of Compliance with California Labor Laws
Compliance with California labor laws and regulations is vital for businesses as it
ensures the proper treatment of employees and reduces the risk of costly legal battles.
It promotes a culture of respect for labor rights and minimizes the potential for abuse.
PAGA is designed to make businesses more accountable, ultimately benefiting both
employees and employers.

c. Consequences of Non-Compliance
The consequences of non-compliance with these laws and regulations can be severe,
including heavy fines, penalties, and legal actions that can tarnish a company's reputation.
If an employee wins their PAGA claim, employers can expect to pay a civil penalty of up to
$100 per employee for the initial violation, and up to $200 per employee for every
subsequent violation per pay period.

Furthermore, failure to comply with California labor laws and regulations may expose

the business to collective legal action, increasing the risk and potential costs
dramatically.
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Il. Understanding the Scope and Application of PAGA

a. Employees' Rights Under PAGA
Employees have the right to file a lawsuit against their employers for labor code
violations. This includes unpaid wages, inadequate breaks, or unsafe working
conditions, to name a few. The primary aim is to protect the workers and ensure that
they receive what they are rightfully owed.

b. Types of Violations Covered Under PAGA
PAGA covers a wide array of violations, including but not limited to:

« Wage and hour violations: Failing to pay minimum wage or overtime and failure
to provide meal and rest breaks can put employers at risk.

- Reimbursing business expenses: Not reimbursing an employee for necessary and
reasonable business expenses incurred in direct consequence of the discharge of
their duties.

« Misclassification of employees: Incorrectly classifying an employee, such as
designating them as an independent contractor or exempt employee when they
are not.

« Violation of safety regulations: This can include failing to provide a safe working
environment, failing to follow specific industry safety standards, or failure to
provide necessary safety equipment.

c. Who Can Bring a PAGA Action?
Any aggrieved employee who believes that their employer has violated labor laws or
the California Occupational Safety and Health Act (OSHA) can choose to file a PAGA
claim. This right extends not only to the complaining employee but also to other
employees affected by the same violation.
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I1l. Identifying High Risk Areas Resulting in PAGA Claims

a. Wage and Hour Law Violations
Wage and hour law violations are common claims brought under PAGA. Whether it's
failure to pay minimum wage, overtime, or providing appropriate breaks, these can
lead to serious legal consequences.

b. Workplace Safety Violations
Workplace safety is a critical area where violations can occur. From inadequate
equipment to failure to provide proper training, these violations can lead to injury or
even death.

c. Discrimination and Harassment Violations
Discrimination and harassment in the workplace are also covered by PACA. Employers
must ensure a safe and equal work environment, free from any form of discrimination
or harassment.

d. Record-Keeping Violations
Proper documentation is essential for compliance. Failure to maintain accurate
records of employee hours, wages, or benefits can lead to penalties.

e. Retaliation and Wrongful Termination
Employees are protected from retaliation or wrongful termination under PAGA.
This includes protection for whistleblowers or those who refuse to participate in illegal
activities.
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IV. Conducting a Labor Law Compliance Audit

a. The Purpose and Importance of a Labor Law Compliance Audit
A California labor law and regulations compliance audit ensures that a company is
following all applicable labor laws. It serves as a tool to identify areas of risk and
implement changes to prevent violations.

b. Key Steps in Conducting a Labor Law Compliance Audit
Key steps for an audit include:

1. Identifying applicable labor laws and regulations
2. Reviewing company policies and procedures

3. Evaluating compliance in all areas
4

Developing an action plan to address issues

c. ldentify and Address Compliance Gaps
A compliance audit will highlight areas of concern. Prompt action, collaboration with
legal experts, and continuous monitoring are vital in addressing these gaps.
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V. Understanding PAGA Litigation

a.

d.

The PAGA Litigation Process

The PACGA litigation process begins with the aggrieved employee filing a written
notice with the Labor and Workforce Development Agency (LWDA) along with a
notice by certified mail to the employer of the specific Labor Code provisions alleged
to have been violated, including the facts and theories to support the alleged
violations . If the claim is not resolved, a lawsuit may be filed, leading to a court trial.

Potential Defenses to PAGA Claims
Potential defenses include showing compliance with labor laws, lack of standing by
the employee, or procedural errors in filing the claim.

Potential Outcomes of PAGA Lawsuits
Outcomes can range from dismissal, settlement, or a judgment against the employer,
leading to penalties and changes in company practices.

If an employer is required to pay their employees penalties pursuant to PAGA, it will
be split in the following way:

« 75% of it goes to the LWDA: This portion of the penalty money will go to the Labor
and Workforce Development Agency that handles work-related claims.

« 25% of it goes to the Aggrieved Employees: This means that the remaining
amount of the penalty money will go to the employees.

The Impact of PAGA Litigation on Businesses
PAGA litigation can have significant impacts, such as financial penalties, legal fees,
and damage to the company's reputation.
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VI. Proactive Measures to Reduce Exposure to PAGA Liability

a. Establishing and Enforcing Compliant Workplace Policies
Creating clear, compliant policies and enforcing them consistently can prevent many
violations.

b. Regularly Training Employees and Management on Labor Law Requirements
Ongoing training is essential to keep everyone informed about their rights and
responsibilities under all applicable labor laws and regulations.

c. Prompt and Effective Response to Employee Complaints
Addressing employee complaints in a prompt manner can prevent escalation and
potential legal action.

d. Regular Review and Update of Policies and Procedures
Regularly reviewing and updating company policies ensures they align with current
laws, reducing the risk of violations.
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VII. Building a Culture of Compliance

a. The Role of Leadership in Compliance
Leadership plays a vital role in fostering a culture of compliance. Commitment from
the top ensures alignment throughout the organization.

b. Creating an Environment That Encourages Reporting of Potential Violations
An open and supportive environment encourages employees to report potential
violations without fear of retaliation.

c. The Benefits of Transparency and Communication in Achieving Compliance
Transparency and open communication foster trust and collaboration, essential
ingredients in achieving and maintaining compliance.

VIII. Conclusion

PAGA plays a critical role in ensuring that employees' rights are protected. Labor law
compliance is vital, and understanding the intricacies of PAGA can protect a company
from costly legal battles.

Staying compliant requires ongoing effort, including audits, training, and a
commitment to a culture of compliance. Being proactive and responsive can keep a
company on the right side of the law.

For more details and information on the Private Attorneys General Act, click here.

Disclaimer: Please use caution when using this document. We do not intend the information above to be legal advice or replace consultation with counsel. By providing this information, we
are not acting as your lawyer. If you need legal advice you are welcome to contact us or we recommend that you speak to your legal counsel before relying on this information. Hackler Flynn
& Associates is only licensed to practice in California.
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