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Unlimited vacation policies are becoming more popular and have 
received a lot of attention in the media as being the new trendy perk for 
employees. Currently, a small percentage of U.S. employers have chosen 
to move away from traditional vacation policies, with the intent to build 
a culture of trust, innovation and flexibility. Many companies like Netflix, 
Zynga and Virgin Group claim that their unlimited time-off policies have 

been successful, others such as Tribune Publishing have concluded that the their culture is not a 
fit for an unlimited time-off policy. Before implementing an unlimited vacation policy, employers 
should carefully evaluate a number of cultural, legal and other practical aspects affecting their 
business to ensure it’s the right fit for the company. 
 
Legal Risks in California 
 
California Courts and the Labor Commissioner may view unlimited time off as a means for 
avoiding paying out accrued vacation. They will want to look into the actual practice of handling 
requests and taking time off. If there’s an unwritten practice of giving employees, as an example, 
two weeks off, it may be considered earned and would have to be paid out upon termination.  
 
The requirement for tracking non-exempt employee’s hours still applies when they take vacation 
under this type of policy. Managing exempt employee’s time off should also be done, to monitor 
possible abuse and have visibility to who is out and when.  There are additional concerns as it 
relates to CA’s new sick time law effective 7/1/15 which requires accrual balances be reported 
on paystubs, with unlimited vacation there is no tracking of balances. 
 
Culture, Employee Morale and Unfair Treatment 
 
Be aware of cultural norms and differences: in the U.S. many employees don’t use their available 
time off, whereas in other countries employees are accustomed to use all that is available to 
them.  For an unlimited vacation policy to be successful, the culture must be trust-based. 
Without mutual trust between employees and management, the policy will not work, but rather 
cause morale and productivity issues. 
 
Varying practices between departments and teams in allowing employees to take vacation may 
result in claims of discrimination and retaliation. Claims of favoritism and arbitrary denials may 
also rise. Due to individual practices and preferences, the policy can cause conflict between 
employees, as some employees will take extensive amounts of vacation and others hardly any. 
Strong controls need to be in place. 
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Employees may look at the policy as a “no vacation” policy and to ensure 
keeping their jobs refrain from taking time off.  A “workaholic” manager 
may by his/her own example discourage his/her direct reports to take 
time off. Risk of burnout could increase. 
 
 

Leave of Absence Coordination 
 
Employees may argue that they are entitled to pay for the entire duration of a protected leave.  
Once all leave is exhausted, they may claim they can stay out longer due to the policy. 
Coordination with wage replacement programs may cause administrative headaches. 
 
Employer Action 
 

 Identify the roles that the policy would work for such as independent roles, roles for which 
productivity can be clearly measured, roles with flexible schedules, and roles that are not 
location specific. 

 Comply with federal and state leave laws and Americans with Disabilities Act. 

 Ensure managers are trained to treat employees similarly to avoid claims of discrimination 
and retaliation, be sensitive to cultural norms. 

 Clarify performance expectations and have a solid performance review process in place. 

 Put in mechanisms for effective communication, e.g. shared calendars, chats, and other rules 
for staying in touch and coordinating work-related matters. 

 Consider the long-term cost and implications for not taking time off. 

 Track time worked for your non-exempt employees via a traditional vacation policy. 

 Implement a process or separate sick time policy to accommodate CA sick time 
requirements. 

 Ensure management sets the example and actually takes time off, so that employees are 
encouraged to take time off to maintain long-term productivity and support work-life 
balance. 

 
Your Melita team is available to discuss the pros and cons of different time off policies and help 
you determine what could be the best solution for your company. 
  
 
The above/attached information is not legal advice.  It should not be considered a legal opinion as to which laws apply or as to how any law 
applies to a particular situation.  Companies or individuals should seek advice of counsel with regards to their particular situation. 
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