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Independent contractorsSUBJECT:

CLA RECOMMENDATION: Adopt Resolution (Wesson - Koretz - Krekorian) to include in the 
City’s 2019-2020 State Legislative Program SUPPORT for AB 5 (Gonzalez) which would make 
it more difficult for companies to classify their workers as independent contractors rather than 
employees.

SUMMARY
AB 5 (Gonzalez) would codify a recent court decision that requires employers to prove that their 
workers can meet a 3 part (ABC) test in order to be lawfully classified as independent contractors. 
By requiring this test, the bill would make it more difficult for companies to misclassify their 
workers. Worker misclassification is a pervasive issue that prevents workers from receiving 
protections and benefits.

The Resolution recommends support for AB 5 (Gonzalez).

BACKGROUND
Many new companies, especially those operating in the “gig-economy,” have begun designating 
their workers as independent contractors. A 2016 study found that the number of independent 
contractors rose by 30% from 2005 to 2015. This increase is partly due to new business models, 
but also due to the proliferation of worker misclassification. Employers have an incentive to 
illegally misclassify their employees as independent contractors to avoid paying the cost of 
benefits. These employees are denied access to basic job protections and benefits, to which they 
are entitled by law, such as minimum wage, overtime pay, and medical leave.

The Borello test, which was established by a 1989 California Supreme Court decision, established 
an 11 point test on whether someone could lawfully be considered an independent contractor. This 
test had nebulous conditions and failed to curtail worker misclassification in all but the most 
extreme cases. This test was revised following a 2018 case, Dynamex Operations West v. Superior 
Court, The new ABC test required the following conditions to be met for a worker to be classified 
as an independent contractor:
(A) the worker is free from the control and direction of the hirer in connection with the 
performance of the work, both under the contract for the performance of such work and in fact,
(B) the worker performs work that is outside the usual course of the hiring entity’s business, and



(C) the worker is customarily engaged in an independently established trade, occupation, or 
business of the same nature as the work performed for the hiring entity.

AB 5 (Gonzalez) would codify the Dynamex decision into state law. The bill would provide that, 
for the purposes of the labor code, where another definition of “employee” is not otherwise 
provided, a person providing labor or services for remuneration shall be considered an employee 
unless the hiring entity satisfies the ABC test. AB 5 (Gonzalez) would use the Borello test for 
certain cases: licensed insurance brokers, licensed physicians and surgeons, registered securities 
broker-dealers, investment advisors, or their agents and advisors, a direct salesperson, a real estate 
licensee, or a repossession agent.

The City Administrative Officer’s Employee Relations Division has been contacted regarding 
potential impacts that AB 5 (Gonzalez) would have on City contracts, specifically with respect to 
individuals contracted through Hiring Hall and retired City employees performing work under 
Charter Section 1164(b).

BILL STATUS
Introduced.
Passed by Committee on Labor and Employement. (Ayes 5. Noes 0.)
Passed by Committee on Appropriations. (Ayes 13. Noes 3.)
Read third time. Passed. Ordered to Senate. (Ayes 59. Noes 15.)
Passed as amended by Senate Committee on Labor, Public Employment and 
Retirement. (Ayes 4. Noes 1.)
Read second time and amended. Re-referred to Senate Committee on 
Appropriations.
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Attachment: Resolution



RESOLUTION

WHEREAS, any official position of the City of Los Angeles, with respect to legislation, 
roles, regulations or policies proposed to or pending before a local, state, or federal governmental 
body or agency must have first been adopted in the form of a Resolution by the City Council 
with the concurrence of the Mayor; and

WHEREAS, AB 5 (Gonzalez)* introduced on December 3, 2018, would require 
companies to consider their workers as employees, rather than independent contractors, unless 
three conditions are met; and

WHEREAS, a number of “gig-economy” companies, such as Uber and Lyft, designate 
their workers as independent contractors, thus denying workers basic job protections by 
circumventing state and federal labor laws; and

WHEREAS, a 2016 study found that the number of workers classified as independent 
contractors rose 30% from 2005 to 2015, and another recent study found that construction 
workers who are misclassified as independent contractors earn 64 cents for every dollar a formal 
employee earns; and

WHEREAS, worker misclassification compounds with a number of other issues facing 
disadvantaged workers, such as income inequality and the housing crisis; and

WHEREAS, the conditions set forth in AB 5, which are motivated by a 2018 California 
Supreme Court case. Dynamex Operations West v. Superior Court, would reclassify many 
independent contractors as formal employees, thus providing exploited laborers with the 
protections they deserve; and

WHEREAS, AB 5 also includes provisions for freelance workers who benefit from being 
classified as independent contractors;

NOW, THEREFORE, BE IT RESOLVED, with the concurrence of the Mayor, that by 
the adoption of this Resolution, the City of Los Angeles hereby includes into its 2019-2020 State 
Legislative Program SUPPORT for AB 5 (Gonzalez), which would make it more difficult for 
companies to classify their workers as independent contractors rather than employees.

5

i

o/

i aPRESENTED BYro
HERB J. WESSON, M X
Counci Imember, 10th District

PAUL KORETZ 
Councilmember, 5* District & \

!

SECONDED BY:
tcjn


