
 

THE AB5 TEST 
The distinction between who qualifies as an independent contractor over an employee is 
extremely significant. The reason is contractors are not entitled to the many protections 
that a lot of these laws provide to employees. 

These protections include: 

• Coverage by workplace discrimination laws 
• Eligibility for overtime pay 
• Coverage by workers compensation statutes 
• Collection of post-termination unemployment 
• Eligibility for health insurance and other employee benefits 

When AB5 went into effect on January 1, 2020, many contractors who didn’t receive the 
protection and benefits above are now entitled to them. 

There are also several key differences between how a company interacts with an 
employee compared to how it interacts with an independent contractor. 

 



California Supreme Court set forth a three-part test (commonly known as the “ABC 
Test”) to determine whether a worker is truly an independent contractor or an 
employee.  

California’s Assembly Bill 5 codified the ABC Test, which says that a worker is “properly 
considered” an independent contractor only if they meet each of the following three 
criteria. 

 

If you need to reclassify an independent contractor to an employee, you will need to 
make sure all employment requirements are taken care of properly with a payroll 
service provider. 


