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Governor
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Secretary

December 6, 2022
Via e-mail (return receipt requested) to:

The Honorable Stuart J. Bishop

Chairman of the House Committee on Ways and Means
P.O. Box 94062

Baton Rouge, Louisiana 70804

apa.h-wm(@legis.la.gov

The Honorable R.L. “Bret” Allain, II

Chairman of the Senate Committee on Revenue & Fiscal Affairs
P.O. Box 94183

Baton Rouge, Louisiana 70804

apa.s-r&f(@legis.la.gov

Re: Proposed Regulation LAC 61:111.2301 Fresh Start Proper Worker Classification
Initiative

Chairman Bishop and Chairman Allain:

On September 27, 2022, a copy of the Notice of Intent issued by the Department of Revenue
(“Department”) for promulgation of the regulation LAC 61:111.2301, Fresh Start Proper Worker
Classification Initiative was sent to your committee for review. The purpose of the Notice of
Intent is to administer and implement the voluntary worker classification program enacted by
Act 406 of the 2022 Regular Session. The regulation provides guidance regarding the necessary
qualifications to participate in the program and the conditions associated with an accepted
application.

The Notice of Intent was published in the October 2022 issue of the Louisiana Register. A public
hearing was held in the LaSalle Building on Monday, November 28, 2022. No written or oral
comments were recetved. No changes will be made to the text of the proposed rule before it is
finalized. This report is being made in accordance with R.S. 47:968(D)(1)(b) of the
Administrative Procedure Act. Unless otherwise directed, the proposed amendment will be
submitted for publication as a final rule in the January 2023 edition of the Louisiana Register.
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Should you have any questions or need additional information, please contact me at (225) 219-
2700.

Sincerely,

ST

Kevin J. Richard, CPA
Secretary

cc: The Honorable Patrick Page Cortez, President of the Senate, apa.senatepresident(@legis.la. gov
Office of the State Register, Reg.Submission(@la.gov



4. Family earnings and family budget,
5. The behavior and personal respo
children.
6. The ability of the family or a local
perform this function.
Poverty Statement
This proposed amendment of LAC 61:1.1§
impact on poverty as described in R.S. 49:
Small Business Analysig
It is anticipated that the amended regulation should not
have a significant adverse impact on Amall businesses as
defined in the Regulatory Flexibility Act. The agency,
consistent with health, safety, envirogimental and economic
factors has considered and, whdre possible, utilized
regulatory methods in drafting this proposed amendment to
accomplish the objectives of agplicable statutes while
minimizing any anticipated adferse impact on small
businesses.

sibility of

government to

09 will have no
3.

Provider Impacf Statement
The amended regulation pill have no known or
foreseeable effect on:
I. The staffing levels gequirements or qualifications
required to provide the same level of service.
2. The total direct and findirect effect on the cost to the
provider to provide the samd level of service.
3. The overall effectfon the ability of the provider to
provide the same level of fervice.
Pubjic Comments
Any interested persof may submit written data, views,
arguments or comngents regarding these proposed
amendments to Brad Blanchard, Attorney, Policy Services
Division, Office of Legal Affairs by mail to P.O. Box 44098,
Baton Rouge, LA 70804-4098. All comments must be
received no later than 4:00 p.m., Tuesday, November 29,
2022.
Public Hearing
A public hearing will be held on Wednesday, November
30, 2022, at 10 a.in. in the River Room, on the seventh floor
of the LaSalle Building, 617 North Third Street, Baton
Rouge, LA 70802,

Kevin J. Richard, CPA
Secretary

FISCAL AND ECONOMIC IMPACT STATEMENT

FOR ADMINISTRATIVE RULES

RULE TITLE: Apprenticeship Tax Credit

L ESTIMATED IMPLEMENTATION COSTS (SAVINGS) TO
STATE/OR LOCAL GOVERNMENT UNITS (Summary)

THe purpose of this proposed regulation is to amend LAC
61:1.1909 to implement the portion of Act 454 of the 2021
Regylar Session relative to the Apprenticeship Tax Credit
Program. Act 454 provides an apprenticeship tax credit for tax
peripds beginning after December 31, 2021. Act 434 allows a
norprefundable credit against income and franchise tax equal to
$125 per hour of employment with a five-year carry forward
for each eligible apprentice. The Act defines an “eligible
apprentice”™ as one who has either entered inte a written

gpprenticeship agreement under Chapter 4 of Title 23 of the
evised Statutes or was enrolled in a training program
accredited by the National Center for Construction Education
and Research with at least four levels of training and five
hundred hours of instruction. The proposed rule provides for
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administration of the tax credit program such as ad inistering
the cap on a firsl-come, first-serve basis. the pplication
process, the documentation that will be required #f employers
claiming the credit and providing for dispflowance and
recapture provisions. No material impacts ory/expenditures to
state or local government entities are antigtpated due to this
proposed rule change.

[. ESTIMATED EFFECT ON REVENUE COLLECTIONS OF STATE
OR LOCAL GOVERNMENTAL UNITS ary)

Act 454 provides a nonrefundableAax credit against income
and franchise tax to employers equglto $1.25 for every hour an
eligible apprentice works. The cpédit requires a minimum of
250 hours worked in a taxable périod, and the credit is capped
at $1.250 per eligible appregftice. Act 454 sets an annual
aggregate cost cap of 52.5 plillion for the apprenticeship tax
credit. Assuming that credif uptake for the apprenticeship tax
credit remains comparable/to similar tax credits offered in the
past. the estimated imphct would be a state general fund
revenue loss of $1.2 mfllion annually. No material impact on
revenue collections todocal governmental units is anticipated.

HI. ESTIMATED COSTE AND¥OR ECONOMIC BENEFITS TO

ntal groups due to this proposed rule change. In
the tax credit. taxpayers must attach a copy of
supporting/documentation to support eligibility for the credit,
Any addjtional costs for completion and submission of the

(Surymary)
o material impact on competition or employment is
aplicipated.

Kefin J. Richard, CPA
Sgcretary
104026

Alan M. Boxberger
Interim Legislative Fiscal Officer
Legislative Fiscal Office

NOTICE OF INTENT

Department of Revenue
Policy Services Division

Fresh Start Proper Worker Classification Initiative
(LAC 61:111.2301)

Under the authority of R.S, 47:1511 and 1576.3, and in
accordance with the Administrative Procedure Act, R.S.
49:950 et seq., the Department of Revenue, Policy Services
Division, gives notice that rulemaking procedures have been
initiated to enact LAC 61:111.2301, to provide guidance on
the Fresh Start Proper Worker Classification Initiative
adopted by Act 406 of the 2022 Regular Session.

R.S. 47:1576.3 authorizes the secretary to promulgate
rules for the administration of the Fresh Start Proper Worker
Classification Initiative, Additionally, R.S. 47:1511
authorizes the secretary to prescribe rules and regulations to
carry out the purposes of any statutes or provisions included
under the secretary's authority. R.S. 47:1576.3(B) authorizes
certain employers who have been treating workers as
independent contractors to voluntarily reclassify a class or
classes of workers as employees for future periods without
being held liable for withholding tax, interest or penalties for
prior periods. The purpose of this Rule is to administer and
implement the voluntary worker classification program
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enacted by Act 406 of the 2022 Regular Session. The Rule
provides guidance regarding the necessary qualifications to
participate in the program and the conditions associated with
an accepted application,
Title 61
REVENUE AND TAXATION
Part IT1. Administrative and Miscellaneous Provisions

Chapter 23.  Fresh Start Proper Worker Classification
Initiative
§230! Fresh Start Program

A. Definitions. For purposes of this Section and the
administration of the Fresh Start Proper Worker
Classification Initiative (“Fresh Start Program”) set forth in
R.S. 47:1576.3, the following terms have the meanings
ascribed to them.

IRS Form 1099-MISC—an information return required
to be filed with the Internal Revenue Service, in accordance
with Section 604 1(a) of the Internal Revenue Code of 1986,
as amended, and the regulations adopted thereunder, to
report nonemployee compensation paid to a service provider
prior to January 1, 2020,

IRS Form 1099-NEC—an information return required to
be filed with the Internal Revenue Service, in accordance
with Section 6041A(a) of the Internal Revenue Code of
1986, as amended, and the regulations adopted thereunder, to
report nonemployee compensation paid to a service provider
on or after January 1, 2020 or any equivalent form required
to be filed by the Internal Revenue Service.

Reclassified Employees—a worker, or a class or classes
of workers who were consistently treated as independent
contractors or other non-employees by the taxpayer for the
previous three years and for which the Taxpayer filed all
required Forms 1099-NEC, or Forms 1099-MISC, with the
Internal Revenue Service, consistent with the nonemployee
treatment, who will be treated as employees for future
periods.

Taxpayer-—the person seeking to voluntarily reclassify a
worker, or a class or classes of workers through the Fresh
Start Program.

B. Application Requirements. Taxpayers applying for
relief under the Fresh Start Program shall comply with the
following procedures.

1. Applications shall be submitted electronically on
forms provided by the secretary between January 1, 2023
and December 31, 2023.

2. An application shall include:

a. a list of each worker that the applicant seeks to
voluntarily reclassify as an employee for future tax periods
under the Fresh Start Program, including the worker’s name.
social security number, date of hire and class;

b. copies of the IRS Forms 1099-NEC, or IRS
Forms 1099-MISC, that were filed with the IRS for the
previous three years for each of the workers for which
reclassification is sought under the Fresh Start Program;

c. proof of workers’ compensation coverage for the
reclassified employees. Coverage shail have an effective
date for the reclassified employees of no earlier than 60 days
prior to and no later than the date the application is
submitted;

d. amy other information requested by the
Department of Revenue. Additional information shall be
submitted within 45 calendar days of the date of written
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request. Failure to provide the additional information within
45 days may result in denial of the application; however,
reasonable extensions may be granted.

3. If a taxpayer does not complete the application in
its entircty, the Department of Revenue shall notify the
applicant of the deficiencies by mail. The taxpayer shall
have 45 calendar days from the date of the notification to
correct the deficiencies. If the taxpayer fails to respond
during the 45 day period, the application shall be denied.

C. Eligibility

1. A taxpayer is not required to reclassify all of its
workers who are currently treated as nonemployees, but
shall reclassify all workers within the same class.

2. R.S. 47:1576.3(F) provides that a taxpayer is not
eligible for relief if the taxpayer or a member of its affiliated
group within the meaning of Section 1504(a) of the Internal
Revenue Code is currently under an employment,
withholding. or unemployment tax audit by the Internal
Revenue Service, United States Department of Labor, or a
state government entity. For purposes of this exclusion, a
taxpayer that has been contacted by the auditing agency to
initiate an audit concerning the classification of workers is
considered to be currently under audit.

D. Determination of Ineligibility

I. If the Department of Revenue determines that a
taxpayer is ineligible to participate in the Fresh Start
Program, the department shall send written notice to the
taxpayer within 30 days of such determination.

2. Ineligible taxpayers are not entitled to any relief
under the Fresh Start Program.

E. Closing Agreement

l. R.S. 47:1576.3(E)(2) states that acceptance of a
taxpayer’s application constitutes a joint closing agreement
benween the taxpayer and the Department of Revenue.

2. Upon acceptance of an application for participation
in the Fresh Start Program, the taxpayer agrees to the
following conditions which shall be deemed part of the joint
closing agreement.

a. Taxpayer shall timely report and remit all
withholding taxes for the reclassified employees, or class or
classes of workers for all tax periods beginning with and
subsequent to the date on which the taxpayer is accepted for
participation in the Fresh Start Program and for a period of
three years thereafter.

b. Taxpayer shall timely remit all unemployment
insurance contributions for the reclassified employees, or
class or classes of workers for all tax periods beginning with
and subsequent to the date on which the taxpayer is accepted
for participation in the Fresh Start Program and for a period
of three years thereafter.

¢. Taxpayer shall maintain workers compensation
coverage for the reclassified workers, or class or classes of
workers for all tax periods beginning with and subsequent to
the date on which the taxpayer is accepted for participation
in the Fresh Start Program and for a period of three years
thereafter.

3. The terms of the closing agreement shall be valid,
binding, and enforceable by and against all parties. including
their transferees, successors, and assignees.

4. The secretary reserves the right to void the closing
agreement if the applicant taxpayer fails to cotnply with any
of the conditions outlined in the agreement.



AUTHORITY NOTE: Promulgated in accordance with R.S.
R.S.47:1511 and 47:1576.3.
HISTORICAL NOTE: Promulgate by the Department of
Revenue, Policy Services Division, LR 49:
Family Impact Statement
The proposed Rule has no known or foreseeable impact on
family as defined by R.S. 49:972(D) or on family formation,
stability and autonomy. Specifically, the proposed Rule has
no known or foresceable impact on:
1. The stability of the family.
2. The authority and rights of parents regarding the
education and supervision of their children.
3. The functioning of the family.
4. Family earnings and family budget.
4. The behavior and personal responsibility of children,
5. The ability of the family or a local government to
perform this function.
Poverty Impact Statement
The proposed Rule has no known impact on poverty as
described in R.S. 49:973,
Small Business Analysis
The proposed Rule has no known or foreseeable
measurable impact on small businesses as described in R.S.
49:978.5.
Provider Impact Statement
The proposed Rule has no known or foreseeable effect on:
I. The staffing levels requirements or qualifications
required to provide the same level of service.
2. The total direct and indirect effect on the cost to the
provider to provide the same level of service.
3. The overall effect on the ability of the provider to
provide the same leve] of service.
Public Comments
All interested persons may submit written data, views,
arguments or comments regarding this proposed Rule to
Brandea Averett, Attorney, Policy Services Division, Office
of Legal Affairs, P.O. Box 44098, Baton Rouge, LA 70804-
4098. Written comments will be accepted until 4:30 p.m.,
November 27, 2022,
Public Hearing
A public hearing will be held on November 28,2022 at 1O
a.m. in the LaBelle located on the Ist floor of the LaSalle
Building, 617 North Third Street, Baton Rouge, LA.

Kevin J. Richard, CPA
Secretary

FISCAL AND ECONOMIC IMPACT STATEMENT
FOR ADMINISTRATIVE RULES
RULE TITLE: Fresh Start Proper Worker
Classification Initiative

. ESTIMATED IMPLEMENTATION COSTS (SAVINGS) TO
STATE OR LOCAL GOVERNMENT UNITS (Summary)

The proposed rule provides procedures and requirements
for applying for relief under the Fresh Start Proper Worker
Classification Initiative established by Act 406 of the 2022
Regular Session. The program allows certain emplovers who
have misclassified employees to voluntarily reclassify those
employees in exchange for relief from withholding tax. interest
and penalties that may have been due for prior periods. The
proposed rule will not result in material implementation costs
or savings to state or local governmental units. To the extent
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the Department incurs additional costs, they will be absorbed in
the existing budget.

II. ESTIMATED EFFECT ON REVENUE COLLECTIONS OF STATE
OR LOCAL GOVERNMENTAL UNITS (Summary)

The proposed rule will have no direct impact on annual
state or local revenue collections by the Department of
Revenue.

ll. ESTIMATED COSTS AND/OR ECONOMIC BENEFITS TO
DIRECTLY AFFECTED PERSONS, SMALL BUSINESSES. OR
NONGOVERNMENTAL GROUPS (Summary)

The proposed rule will have minimal direct economic
impact on directly affected persons. small businesses, or non-
governmental groups. Affected businesses are employers who
have been misclassitying employees as independent contractors
and consistently treating them as independent contractors,
Additional paperwork will be required for employers applying
for relief through the Fresh Start Program initiative, but the
costs are not expecied to be material, Electronic filing is also
required, which is expected to be accommodated under normal
business operations for most. Any business obtaining relief
provided by the program will avoid withholdings, penalties and
interest to the extent the program allows.

IV. ESTIMATED EFFECT ON COMPETITION AND EMPLOYMENT
(Sumymary)

The proposed rule does not affect
employment.

competition or

Kevin J. Richard. CPA
Secretary of Revenue
22108007

Alan M. Boxberger
Interim Legislative Fiscal Officer
Legislative Fiscal Office

NOTICE OF INTENT

Department of Revenue
Policy Services Division

Income Tax Retumn Filing Extensions
(RAC 61:111.2501, 2503, 2505, and 2507)

Under the Juthority of R.S. 47:103(D), 287.614(D), 612,
I511, and in\ accordance with the provisions of the
Administrative \Procedures Act, R.S. 49:950 et seq., the
Department of Revenue, Policy Services Division, proposes
to amend LAC 6KII1.2501, 2503, 2505, and 2507 relative to
income and franchige taxes filing extensions.

Act 410 of thk 2022 Regular Legislative Session
authorizes an autorpatic six-month filing extension for
individual income, \fiduciary income and partnership
taxpayers unable to file their income tax return by the
original due date of the return. The Act also authorizes a six-
month extension for corppration income tax if the taxpayer
timely requested an exfension for federal income tax
purposes. The primary \purpose of these proposed
amendments is to provide giidance to taxpayers seeking an
extension for filing income any franchise tax returns.

Part IIl. Administrative and
Chapter 25.  Returas
§2501. Individual Income Tax Fil

A. Pursuant to R.S. 47:103(D), the\secretary may grant a
reasonable extension of time to file a stdte income tax return,
not to exceed six months from the date th return is due.

1. To obtain a filing extension, t taxpayer must
make the request on or before the tax return\due date.
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