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Proposition 206, The Fair Wages and 
Healthy Families Act

• Proposition 206, the Fair Wages and Healthy 
Families Act (the “Act”), was a ballot initiative on the 
November 8, 2016 Arizona ballot. 

• It was approved by over 58% of voters. 

• The Act establishes a new state 
minimum wage effective 
January 1, 2017, and entitles 
employees to accrue earned 
paid sick time beginning 
July 1, 2017.



Definition of Employer Under
Prop 206

• An “employer” for purposes of earned paid sick time is any:

– Corporation

– Proprietorship

– Partnership

– Joint venture

– Limited liability company

– Trust

– Association

– Political subdivision of the state, individual or other 
entity acting directly or indirectly in the interest of an 
employer in relation to an employee

– But does not include the state of Arizona or the United 
States

• There is no “small business” exception for paid sick time 
purposes.



Who is covered?

• Full-time employees

• Part-time employees

• Temporary employees

• Seasonal employees



Posting & Recordkeeping Requirements

• Covered employers are required to comply with notice, 
posting, and recordkeeping requirements pertaining to 
earned paid sick time. 

• The requirements include: 

1. Posting earned paid sick time notices in the 
workplace; 

2. Providing employees with the employer’s 
business name, address, and telephone number in 
writing upon hire; 

3. Providing employees with a notice that informs 
them of their rights and responsibilities under the 
Act; and 

4. Maintaining payroll records in accordance with 
Arizona’s statutes and rules.



Notice Requirements

• Employers must give employees written notice of the following at the 
commencement of employment or by July 1, 2017, whichever is later:

– Employees are entitled to earned paid sick time;

– The amount of earned paid sick time that employees are entitled to accrue;

– The terms of use guaranteed by Arizona’s earned paid sick time laws;

– That retaliation against employees who request or use earned paid sick time 
is prohibited;

– That each employee has the right to file a complaint if earned paid sick time 
is denied by the employer or the employee is subjected to retaliation for 
requesting or taking earned paid sick time; and

– Contact information for the Industrial Commission.

• The Industrial Commission’s 2017 model 
earned paid sick time notice can be found 
on the Industrial Commission website.



Payroll Disclosures

• An employer must also provide employees either in or on 
an attachment to the employee’s paycheck:

– The amount of earned paid sick 
time available to the employee;

– The amount of earned paid sick 
time taken by the employee to 
date in the year; and

– The amount of paid time the 
employee has received as earned 
paid sick time.



Accrual

• Earned paid sick time is sick time accrued by an employee that is 
compensated at the same hourly rate and with the same benefits, 
including health care benefits, as the employee normally earns 
during hours worked.

• For employers with 15 or more employees: Employees must 
accrue a minimum of one hour of earned paid sick time for every 30 
hours worked, but employees are not entitled to accrue or use more 
than 40 hours of earned paid sick time per year, unless the 
employer selects a higher limit.

• For employers with fewer than 15 employees: Employees 
must accrue a minimum of one hour of earned paid sick time for 
every 30 hours worked, but they are not entitled to accrue or use 
more than 24 hours of earned paid sick time per year, unless the 
employer sets a higher limit.



How to Define “Year” and Calculate 
Employee Headcount

• Under the Act, a “year” is defined as a regular and consecutive 12-
month period as determined by the employer. An employer may, 
therefore, designate its “year” as it sees fit (e.g., calendar year, 
fiscal year, year from an employee hire date, etc.).

• The Act does not distinguish between in-state and out-of-state 
employees when determining an employer’s size for earned paid sick 
time purposes. 

• Therefore, an employer’s employee count should include all of the 
employer’s employees, whether or not the employees work in 
Arizona. 

• An employee who works outside of Arizona, however, is not entitled 
to earned paid sick time benefits under the Act.



Eligible Conditions & Circumstances For 
Use

• Employees may use earned paid sick time for 
themselves or for family members (see Arizona 
Revised Statutes § 23-373 to see who qualifies as a 
family member) in the following circumstances:

– Medical care or mental or physical illness, injury, 
or health condition;

– A public health emergency; (see Arizona Revised 
Statutes § 23-373 for more information about 
what qualifies as a public health emergency); and

– Absence due to domestic violence, sexual 
violence, abuse, or stalking.



Initial Use of Paid Sick Time

• An employee may use earned paid sick time as 
soon as it is accrued.

• However, an employer may require an employee 
hired after July 1, 2017 
to wait 90 calendar days after 
the start of employment before 
using accrued earned paid 
sick time.



Notification/Request and Description of 
Need

• When foreseeable, an employee must make a good 

faith effort to provide notice of the need to use earned 

paid sick time in advance and should schedule the leave 

in a manner that does not unduly disrupt the employer’s 

operations.

• A request to use earned paid sick time may be made 

orally, in writing, by electronic means, or by any other 

means acceptable to the employer. 

• When possible, the request to use earned paid sick 

time must include the expected duration of the absence.



Verification

• Where earned paid sick time is used on three of more 
consecutive work days, an employer may require 
reasonable documentation that the earned paid sick time 
was used for purposes permitted by Arizona’s earned 
paid sick time laws.

• Although an employer may require reasonable 
documentation of absences of three of more consecutive 
work days, an employer may not require that an 
employee specify the relevant health condition or the 
details of domestic violence, sexual violence, abuse or 
stalking.



Retaliation

• The Act prohibits an employer from discriminating or 
retaliating against an employee or other person for 
asserting any right under the Act. 

• Also, if an employer takes an adverse action against 
an employee within 90 days of the employee 
asserting a right under the Act, the presumption is 
that the employer retaliated against the employee. 

• This presumption can only be overcome if the 
employer shows by clear and convincing 
evidence that the action taken against the 
employee was for a permissible reason.



Employer Exposure

• An employer who retaliates against an employee is required to pay 
penalties sufficient to compensate the employee and deter future 
violations, but not less than $150 for each day that the violation 
continued or until legal judgment is final.

• An employer who fails to pay minimum wage or earned paid sick 
time will be required to pay the employee the wages owed with 
interest and an additional amount equal to twice the underpaid 
wages.

• Any employer who violates recordkeeping, posting, or other 
requirements that the Industrial Commission may establish under 
the Act shall be subject to a civil penalty of at least $250 for a first 
violation, and at least $2000 dollars for each subsequent or willful 
violation and may be subject to monitoring and inspections. 



Administrative Complaint

• Employees who believe that their 
employer is violating the Act may 
file a complaint with the Labor 
Department of the Industrial 
Commission of Arizona or file a 
civil lawsuit.

• An employee may file a claim with 
the Labor Department by clicking 
a tab on the Industrial 
Commission website.



Civil Action

• A civil action to enforce the Act may be filed by a law 
enforcement officer (which means the attorney 
general, a city attorney, a county attorney, or a town 
attorney) or by any private party injured by a violation 
of the Act. 

• The civil action must be filed no later than two years 
after a violation last occurs, or three years in the case 
of a willful violation. 

• The civil action may include all violations that occurred 
as part of a continuing course of employer conduct 
regardless of the date of the violation.



Proposed Regulations

• Long-awaited regulations, 
currently in comment period, 
are less substantive than 
expected.

• Regulations clarify accrual and 
rollover details, and also 
provide guidance on how to 
calculate an employee’s wage 
for payment purposes in 
unique and more complex 
situations.



Questions From Employers 
(PTO Policies)

• Should all inclusive policies 
that allow for employees to 
take time off for vacation or 
illness be amended to 
ensure compliance? 



Questions From Employers

• On July 1, 2017, are employers required to 
provide additional paid sick leave to employees 
who already have been provided and exhausted 
PTO that meets or exceeds the annual 40 hour 
cap since January 1?  



Questions From Employers

• If the Act is retroactive, do we 
log the earned time off for 
future use or do we have to pay 
employees for time already 
missed?  



Questions From Employers

• Here are the facts:
– We provide 24 hours of paid sick time to our employees. 

– The current policy does not cash out any unused vacation.  

– We have allowed office and salaried employees to roll over unused sick time to 
the following year, up to a threshold of 40 hours.  (i.e., if the employee has 24 
hours remaining, we can roll over 20 hours and add it to the refreshed 24 hours 
for the new year for a total of 40 hours).  

– We understand this will change 7/1/17. As of 7/1/2017 – we must add 2 more 
paid sick days to their allocation. 

– In regard to exempt employees, we have never been diligent about requiring 
employees to log their sick time. 

• For the time period of 7/1 through 12/31, can we segregate the new 
16 hours as the only hours that can be rolled over or cashed out?



Questions from Employers
(Carry Over/Cash Out)

• Is a policy compliant with the Act if it provides 
that full-time employees will lose any PTO that 
they have not used at the end of the twelve 
month period?  



Carry Over/Roll Over

The Act provides two options for employers 
to use at the end of a twelve-month period 
for employees who have earned unused sick 
time:

1. Carry the hours over to the next year.  
The proposed Regulations provide that 
the maximum carry over is 40 hours; 
OR 

2. Cash out the earned unused hours at 
the end of the year and advance the 
full amount the next day.  



Roll Over Example

• Year One: Policy has a cap of 80 hours of accrued PTO 

in a fiscal year. At the end of the year, the employee has 

30 hours accrued but unused PTO. This 30 hours will roll 

over and the employee may continue to accrue PTO but 

it will be capped at 80 hours.

• Year Two: Employee has 50 hours of accrued but 

unused PTO at the end of the year. The Employer may 

have a policy that rolls over 40 hours, and the employee 

may continue to accrue time to the cap of 80 hours.     



Roll Over for Part-Time Employees

• May employers cap 
part-time employees 
earned paid sick 
leave at 40 hours per 
year?  



Questions From Employers
Carry Over/Roll Over

• If an employer must keep a balance of more 
than 40 hours of paid sick leave in a year, and 
the employee has 15 hours remaining as of 
December 31, they must get paid out right?  

• In other words, the employer 
cannot roll over the 15 hours and 
then add only the difference 
of 25 hours on January 1?   



Questions From Employers
Carry Over/Roll Over

• When cashing out 
the unused, earned 
vacation, the rate 
must be the 
employee’s current 
rate of pay; correct?  



Questions From Employers
(Documentation)

• The documentation reviewed provides that 
accrual balances must be presented on the 
employee’s paycheck or in an attachment to the 
employee’s paycheck.  

• Is it acceptable for the employer to 
communicate available balances by 
email, physical mail, or in a work 
mailbox every pay period 
that they are using 
direct deposit?  



Questions From Employers
(Documentation)

• If an employer elects not to use the 
accrual method and instead 
provides a lump sum of paid sick 
leave on the date of hire, is the 
employer still required to provide 
information on the employee’s pay 
stub about how much time has 
been used, how much remains, and 
the monetary value of the time that 
has been used?



Questions From Employers

• Do employers have to 
pay out earned but 
unused sick leave at 
termination?



Questions From Employers
Rate of Pay 

• What is included in the hourly rate of pay?

– Shift differentials, hazard pay, and similar premiums

• What is not included in the hourly rate of pay? 

– Overtime, holiday pay, bonuses, other types of 
incentive pay, tips, or gifts



Questions From Employers (Discipline)

• When an employee does not 
comply with an employer’s 
usual notice and procedure 
requirements and no unusual 
circumstances justify the failure 
to comply, may the employer 
delay or deny the paid sick 
leave?  



Questions From Employers

• May an employer have different policies for 
different classes of employees – e.g., part-time 
versus full-time, exempt versus non-exempt? 



Questions From Employers

• Where an employee does not 
come to work, arrives late, or 
leaves early for reasons the 
employer knows fall within the 
paid sick leave category, may 
the employer unilaterally 
designate the time as paid sick 
leave? 

• What if the employee 
specifically wants the leave 
designated as something else? 



Employer Question

• Where an employee is 
provided a lump sum of 40 
hours of paid sick leave at 
the start of the year, can 
the employer permit 
him/her to cash out the 
paid sick leave any time 
throughout the year?  


