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Date of Hearing:   April 20, 2022 

ASSEMBLY COMMITTEE ON LABOR AND EMPLOYMENT 

Ash Kalra, Chair 

AB 2849 (Mia Bonta) – As Amended March 24, 2022 

SUBJECT:  The Promote Ownership by Workers for Economic Recovery Act 

SUMMARY: Establishes the Promote Ownership by Workers for Economic Recovery 

(POWER) Act which requires the Secretary of the Labor and Workforce Development Agency 

(LWDA) to organize, and members to maintain, a corporation under the Nonprofit Mutual 

Benefit Corporation Law to function as a membership organization for cooperative labor 

contractors (CLCs), establish or grant membership to cooperative labor contractors, as defined, 

and provide management and other business services to its members. Specifically, this bill:   

1) Finds and declares, among other things, that the creation of an Association of Cooperative 

Labor Contractors (ACLC) will spur the growth of democratically run, high-road cooperative 

labor contractors, thereby promoting equitable economic development, reducing inequality, 

and increasing access to living-wage jobs.  

Definitions 

2) Defines a “cooperative labor contractor” as a legal entity owned and led by its worker-

owners.  

3) Defines “applicant worker” as an individual an individual who applies to work at a CLC.  

 

4) Defines “association manager” as an employee of the ACLC that provides services, as 

specified, to the members of the ACLC. 

 

5) Defines “contracting services” as work, labor, or services provided by a member to a person, 

as defined by Section 5065 of the Corporations Code. 

 

6) Defines “employ” as meeting the employment requirements of Section 2775 of the Labor 

Code and to meet the federal common law agency test.  

 

7) Defines “member” as a CLC that holds membership in the ACLC.  

 

8) Defines “total association workforce” as the total number of worker-owners of all members 

that meet the uniform threshold of hours of work established by the ACLC, as specified.  

 

9) Defines “worker” as a natural person contributing labor or services to a CLC, other than a 

bona fide independent contractor under paragraph (1) of subdivision (b) of Section 2775 of 

the Labor Code.  

 

10) Defines “worker-owner” as a worker who holds an ownership interest in a CLC.  

 

11) Defines “worker voice expert” as organization dedicated to advocating on behalf of workers, 

one or more of which shall be designated in the ACLC’s bylaws. 
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12) Defines “workforce” as the total number of worker-owners in a member who meet the 

uniform threshold of hours of work established by the ACLC, as specified.  

 

Organization and Membership  

 

13) Requires the ACLC to establish CLCs in specific industries, set labor policy, manage 

workers, provide business services to its members, and improve business conditions for 

CLCs.  

14) Specifies that the ACLC is a nonpublic entity and shall not constitute a public agency or state 

employer, as defined, for any purpose, and that it shall not constitute an employer pursuant to 

any statute administered by the Public Employment Relations Board (PERB).  

15) Provides that once the Secretary of the LWDA organizes the ACLC as a nonprofit mutual 

benefit corporation and the first board of directors is appointed, as specified, there shall be no 

further control of the operation of the ACLC by any governmental entity.  

16) Provides that whenever a provision of this division applicable to the ACLC is inconsistent 

with a provision of law applicable to nonprofit mutual benefit corporations generally, this 

division shall control.  

17) Requires membership in the ACLC to be restricted to CLCs that meet requirements of 

democratic worker control at all times during the duration of the CLC’s membership in the 

ACLC, including all of the following: 

a. Uniform hiring and ownership eligibility criteria. 

 

b. Worker-owners work the majority of the hours worked by workers over a six-month 

period for the CLC. 

 

c. The majority of voting ownership interest held by worker-owners. 

 

d. The majority of voting power held by worker-owners. 

 

e. Worker-owners exercise their vote on a one-person, one-vote basis. 

 

f. The majority of earnings distributed or allocated is based on the quantity or value of 

work performed rather than ownership interest. 

18) Permits the ACLC’s board of directors to set forth additional rights and responsibilities for its 

members in its bylaws.  

19) Requires a CLC, as a condition of membership, to ensure that its governing documents 

provide the ACLC with reserve powers, as specified.  

20) Requires the ACLC to establish and oversee the implementation of employment standards, as 

specified, with which the ACLC and each member shall comply. 
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21) Provides that there is a rebuttable presumption that a CLC formed as a California worker 

cooperative corporation under Section 12253.5 of the Corporations Code meets the 

democratic worker-control requirements, as specified.  

22) Provides that each member shall designate one voting representative to cast the member’s 

vote in ACLC elections or other ACLC decisions requiring a vote of the members. 

23) Provides that for any matter brought to the members for a vote, including, but not limited to, 

election of the ACLC’s board of directors, each member shall be allocated voting power 

proportionate to its workforce’s share of the total ACLC workforce, provided that no member 

shall have greater than 30 percent of the voting power. This 30-percent threshold shall be 

enforced as follows: 

a. If there are one to three members, each shall exercise 30 percent of the vote share and 

the remaining vote share shall be exercised by one or more worker voice experts. 

b. If there are four or more members, each member’s vote share shall be capped at 30 

percent and the remaining voting power shall be distributed among the other members 

based proportionately upon their workforce’s shares of the total ACLC workforce, 

subject to the same 30-percent cap. The board of directors shall set forth in the bylaws 

the specific procedures by which the 30-percent cap shall be implemented. 

c. The board of directors shall set a uniform threshold of minimum hours worked for a 

worker-owner to count towards their CLC’s workforce and the total ACLC 

workforce. 

Board of Directors  

24) Requires the initial board of directors to have three voting directors, at least one of whom is a 

worker-owner. 

25) Requires the initial board of directors to be appointed as follows: 

a. One director shall be appointed by the Governor. 

b. One director shall be appointed by the Speaker of the Assembly. 

c. One director shall be appointed by the President pro Tempore of the Senate. 

26) Provides that term of office of the initial board of directors shall be until December 31, 2023, 

or until the first regular meeting of members, whichever comes later. 

27) Requires the initial board of directors to set forth rules in the bylaws for the composition of 

future boards of directors and for the rules to provide, at a minimum, that: 

a. There be an odd number of voting directors. 

b. Following the term of the initial board of directors, no voting directors shall be 

appointed by the Governor, the Speaker of the Assembly, the President pro Tempore 

of the Senate, the Legislature, or any other governmental entity. 
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c. Nonmembers and nondirectors shall not have voting power with respect to election of 

directors, amendment of the bylaws, amendment of the articles of incorporation, or 

any other decision of the members or board of directors. 

d. Directors shall be elected by member votes weighted, as specified.  

e. One or more designated worker voice experts, who are selected by the board of 

directors and are specifically identified in the bylaws, shall serve on the board as 

necessary. 

28) Permits subsequent boards of directors to amend the sections of the bylaws governing the 

composition of the board, provided the amendments comply with subdivision (b) of this 

provision.  

Powers and Duties  

29) Requires the ACLC, within the initial board term, to establish or grant membership to at least 

one CLC. 

30) Requires the board of directors to approve a plan to establish or grant membership to 

additional members by December 31, 2024. 

31) Provides that if the ACLC determines that a member has violated or is violating the 

democratic worker control requirements, as specified, the ACLC shall have the right to 

unilaterally restore that control in the member’s governing documents, corporate governance, 

and employment practices. 

32) Provides that the following shall be grounds for suspension or expulsion of a member:  

a. Violation of the democratic worker control requirements, as specified.  

b. A material breach of any management contract, as specified, unless cured within a 

time period determined by the ACLC and at the sole discretion of the ACLC. 

c. Material failure to comply with association bylaws. 

d. Failure to comply with minimum labor standards, as specified.  

33) Requires any suspension or expulsion of a member to be conducted in compliance with 

Section 7341 of the Corporations Code. 

34) Requires the ACLC to set the labor policies of the members, including, but not limited to, 

policies for hiring, firing, promotion, discipline, compensation, and assignment of work. 

35) Requires the ACLC to provide all association managers to the members and prohibits a 

member from directly employing its own association managers.  

36) Requires that any association manager to be an employee of the ACLC and to be provided to 

the member via a contract between the member and the ACLC. 
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37) Provides that the ACLC and a member, for the duration of its membership in the ACLC, 

shall receive the same tax exemption as state-chartered credit unions as provided in Section 

23701y of the federal Revenue and Taxation Code. 

38) Requires the labor standards adopted by the ACLC and its members to meet, among others, 

the following minimum labor standards:  

a. A worker’s wages shall not be less than 125 percent of the applicable minimum wage, 

for all hours worked, in the jurisdiction where work is performed, whether set by 

federal law, state law, local ordinance, or other law. 

b. The maximum hourly total compensation of any association manager or worker at a 

member may not exceed an amount ten times greater than the minimum hourly total 

compensation paid to any association manager or worker at the same member. 

c. Every member shall annually disclose to its workers the total compensation of its 

highest paid association manager or worker. 

d. A monthly health care expenditure to be made to, or on behalf of, each worker in the 

amount of five dollars ($5.00) per hour worked, subject to annual adjustments based 

on the medical inflation rate, as specified.  

e. Workers to be provided with a retirement savings program, as specified.  

39) Provides, except as specified, that none of the following shall be considered in making an 

offer of employment to an applicant worker: 

a. An arrest not leading to a conviction. 

b. Participation in a diversion program. 

c. A conviction that has been dismissed, expunged, otherwise invalidated, or rendered 

inoperative. 

d. An adjudication in the juvenile justice system. 

e. An offense other than a felony or misdemeanor, such as an infraction. 

f. A conviction that is more than seven years old. 

g. A conviction for decriminalized conduct, including the use and cultivation of 

cannabis. 

40) Requires the ACLC and members to include a statement of its fair chance policy, as 

specified, in all solicitation materials to prospective applicant workers. 

41) Requires the ACLC to deny admission or to expel any member CLC that during the 

preceding three years, has been found to be in violation two or more times of any applicable 

laws or regulations governing workplace rights or civil rights, as specified.  
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42) Permits the ACLC to excuse violations, as specified, based on consideration of whether the 

violation was minor, systemic, or intentional. 

43) Prohibits the ACLC from excusing any violation committed by a CLC that results in a 

monetary judgment or administrative determination exceeding the lesser of one hundred 

thousand dollars ($100,000) or 5 percent (5%) of the annual payroll applicable to a CLC. 

44) Requires every member of the ACLC to report any instance, including those resulting in a 

settlement agreement or an arbitration decision, where it has been alleged in a formal 

proceeding to be in violation of, among other things, substantive employment, labor, or civil 

rights laws.  

45) Permits workers, under specific industry or occupational wage orders of the Industrial 

Welfare Commission (IWC), to waive through a valid collective bargaining agreement any of 

those rights provided in the wage orders of the IWC, provided that any right for which the 

Labor Code provides an independent, overlapping, or corresponding right shall not be 

waivable. 

46) Permits the ACLC and its members to indemnify any person, as specified, who contracts 

with the ACLC or a member for the provision of contracting services for any liability arising 

under this code, or other specified provisions.  

47) States that the provisions of this act are severable.  

EXISTING LAW:   

1) Establishes the Nonprofit Corporation Law that recognizes the following:  

a) Public benefit corporations; 

b) Mutual benefit corporations; and 

c) Religious corporations. 

2) Establishes the Nonprofit Mutual Benefit Corporation Law and provides that a corporation 

may be formed as a nonprofit mutual benefit corporation for any lawful purpose, provided 

that it is not formed exclusively for charitable purposes, religious, or public purposes, as 

specified. 

3) Establishes the Labor and Workforce Development Agency (LWDA) to serve California 

workers and businesses by improving access to employment and training programs, 

enforcing California labor laws to protect workers and create an even playing field for 

employers, and administering benefits that include workers’ compensation, unemployment 

insurance, and disability insurance and paid family leave. 

FISCAL EFFECT: Unknown 

COMMENTS: A 2021 report by the California Budget and Policy Center found that “workers in 

California’s lowest-paying private-sector industries lost more than 100,000 jobs in December, 

while those in higher-paying industries gained jobs.  Most layoffs occurred in the very low-

paying leisure and hospitality industry, which largely includes jobs at restaurants.  This new 
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round of layoffs for California workers continued the uneven pattern of job losses that has 

occurred all throughout the recession.” The report further found that “about three in five Latinx 

and Black households in California lost earnings during the pandemic as of late 2020.”1 

Additionally, a joint report by Project Equity and the Democracy at Work Institute suggests that 

worker cooperatives may have a potential impact on reducing inequalities for low-wage 

workers.2 This report further found that since the economic crash of 2008, there has been 

widespread reported dissatisfaction with prevailing economic models, which has driven interest 

in worker cooperatives.  According to this report, “as cities across the United States rethink their 

approach to economic development, they are trying new strategies and tools to promote 

sustainability and inclusion.  From city halls to community colleges to community development 

financial institutions, various municipal and regional actors are engaging with worker co-op 

development as a way to address growing income and wealth inequality.”3 

According to the author, “Employee ownership and worker cooperative models help workers 

build wealth, while allowing them to participate in the management of the business. When 

workers are also owners, they can prioritize stronger worker protections and benefits, choosing 

people over profits. The lack of awareness of this model and its benefits has been a major barrier 

in forming worker co-ops. [This bill] incentivizes employee ownership by creating an 

Association of worker co-ops to serve as a membership organization and resource that can 

provide technical assistance and administrative support. The creation of more worker co-ops will 

help move the state towards an inclusive and resilient economy by centering on worker 

ownership and investing in local communities.” 

Arguments in Support 

The California State Council of Service Employees International Union (SEIU), sponsor to the 

bill, states, “Worker co-ops operate across the world and across industries, both as for-profit and 

nonprofit enterprises. In contrast to the conditions many workers are facing today, worker co-ops 

offer a worker-centered model that offers both a sustainable, long-term arrangement for workers, 

and accelerates their economic recovery. While the worker co-op model has been successful 

globally and in smaller operations in the United States, co-ops have not yet scaled up, largely due 

to a lack of access to capital and to expertise in navigating the complex tax and corporation laws 

associated with forming a co-op. [This bill] establishes an Association, organized as a private, 

nonprofit mutual benefit corporation with the purpose of providing technical support to new co-

ops and overseeing compliance with democratic governance standards. Establishing the 

Association of Cooperative Labor Contractors will provide the necessary technical support to 

enable workers to band together to provide high-quality family-supporting jobs.” 

 

 

 

 

                                                 

1 Anderson, Alissa. Low-Paid Workers and Their Families Take Another Blow as California Begins to Lose Jobs 

Again. California Budget and Policy Center. February 2021. 
2 Abell, Hilary and Hoover. The Cooperative Growth Ecosystem: Inclusive Economic Development in Action. 

Project Equity and the Democracy at Work Institute. January 2016. 
3 Ibid.  
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Related Prior Legislation  

SB 1407 (Becker) of 2022 would establish the California Employee Ownership Program within 

the Office of Small Business Advocate, administered by an Employee Ownership Program 

Manager, to assist small businesses in transitioning to employee ownership. This bill is pending a 

hearing in the Senate Business, Professions and Economic Development Committee.  

AB 1319 (Gonzalez) of 2021 would have established the Cooperative Economy Act which 

would have created a private, nonprofit mutual benefit corporation, the Federation of California 

Worker Cooperatives to serve as a voluntary membership organization for worker cooperatives 

and provide support and resources. This bill died in the Assembly Appropriations Committee.  

SB 779 (Becker) Chapter 223, Statutes of 2021 amended the list of “earn and learn” programs by 

specifying that an “earn and learn” program includes transitional jobs, as described in the federal 

Workforce Innovation and Opportunity Act (WIOA), and subsidized employment, as provided 

by an employment social enterprise, or a worker cooperative, particularly for individuals with 

barriers to employment.  

 

AB 816 (Bonta) Chapter 192, Statutes of 2015 renamed the Cooperative Corporation Law and 

authorized a cooperative corporation to elect to designate itself as worker cooperative in its 

articles of incorporation, and require that 51% of the workers shall be worker-members or 

candidates. 

REGISTERED SUPPORT / OPPOSITION: 

Support 

California State Council of Service Employees International Union (SEIU California) (Sponsor) 

A Slice of New York 

California Labor Federation 

Opposition 

None on file. 

Analysis Prepared by: Martin Vindiola / L. & E. /  


