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Bill Summary 
 
Research Analyst: Dusty Darr 
 
The Floor Substitute for Engrossed Senate Bill (ESB) 1384 creates the Oklahoma Employee 
Classification Act for the purpose of addressing the practice of misclassifying employees as 
independent contractors.  In general, the measure provides that an individual performing services 
for a contractor is deemed to be an employee of the employer.  An individual performing 
services for a contractor is not considered to be an actual employee of the contractor if: 
 

• The individual is free from control or direction over the performance of the service for 
the contractor; 

• The service performed by the individual is outside the usual course of services performed 
by the contractor; 

• The individual is engaged in an independently established trade, occupation, profession 
or business; or 

• The individual is deemed a legitimate sole proprietor or partnership. 
 
The Department of Labor is required to post a summary of the requirements of the Act in both 
English and Spanish on its official website and on bulletin boards in each of its offices.  In 
addition, the measure specifies that it is a violation of the Act for an employer or entity not to 
designate an individual as an employee unless the employer or entity satisfies the 
aforementioned requirements.   
 
The Department of Labor is vested with the power to conduct investigations in connection with 
the administration and enforcement of the Act.  The measure also requires that employers and 
entities who violate the Act be subject to a civil penalty not to exceed $1,500.00 for each 
violation found by the Department.  Subsequent violations found by the Department occurring 
within a five-year period of the first violation carry a civil penalty not to exceed $2,500.00 per 
repeat violation.  
 
 
Fiscal Summary 
 
Fiscal Analyst: Terry McKenna 
 
The Floor Substitute for ESB 1384 provides creates the “Oklahoma Employee Classification 
Act,” which  is intended to address the practice of misclassifying employees as independent 



 

contractors.  The measure defines "Contractor" as  any sole proprietor, partnership, firm, 
corporation, limited liability company, association or other legal entity permitted by law to do 
business within the State of Oklahoma who engages in construction as defined in this act. 
 "Contractor" includes a general contractor and a subcontractor; and "Employer" is defined as 
any contractor that employs individuals deemed employees under Section 3 of this act; however, 
employer does not include the State of Oklahoma or its officers, agencies, or political 
subdivisions, or the federal government;  For the purposes of the Act, an individual performing 
services for a contractor is deemed to be an employee of the employer except as provided in 
subsections B and C of section 3 . The Department shall post a summary of the requirements of 
this act in English and Spanish on its official website and on bulletin boards in each of its offices. 
The Department shall furnish copies of summaries without charge to entities upon request. Any 
interested party may file a complaint with the Department against an entity or employer covered 
under this act if there is a reasonable belief that the entity or employer is in violation of this act. 
It shall be the duty of the Department to enforce the provisions of this act.  The Department shall 
have the power to conduct investigations in connection with the administration and enforcement 
of this act and any investigator with the Department shall be authorized to visit and inspect, at all 
reasonable times, any places covered by this act and shall be authorized to inspect, at all 
reasonable times, documents related to the determination of whether an individual is an 
employee under Section 3 of this act.  The measure also provides that the Oklahoma Tax 
Commission, Oklahoma Workers’ Compensation Court and Oklahoma Employment Security 
Commission shall share information and coordinate investigative and enforcement efforts for the 
purpose of detecting those employers who intentionally misclassify individuals as independent 
contractors rather than employees for the purpose of affecting procedures and payments relating 
to withholding and social security, unemployment tax or workers’ compensation premiums.  The 
agencies shall be authorized to create a secure database of information accessible by agency 
representatives responsible for enforcement and shall be further authorized to enter into contracts 
and interagency agreements and promulgate such rules as may be necessary to implement this 
section. 
 
 
Fiscal Analysis 
 
In its present form, The Floor Substitute ESB 1384 has no impact on state revenues or resources. 
 
The Department of Labor advises that there is no fiscal impact to the agency associated with the 
provisions of this measure 
 
The Oklahoma Workers’ Compensation Court advises that there could be minimal administrative 
costs associated with the provisions of this measure. 
 
Long Term Fiscal Considerations 
 
None 
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