I'W Portable Benefits Model Legislation For Independent Contractors

An Act To Be Entitled

THE VOLUNTARY PORTABLE BENEFIT PLAN ACT

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF

SECTION 1. An Act to amend [state code] to add an additional subchapter as follows:

An Act to create a new statute to read as follows:

SECTION 2. Findings.

(1) There are approximately [number] independent contractors in [state]. A substantial majority
of independent contractors nationwide, 80%, prefer their independent work arrangement over
traditional employment, citing autonomy, flexibility, and control over their schedules;

(2) Under current law, hiring entities are generally prohibited from providing employment-based
benefits to independent contractors without risking the reclassification of those workers as
employees;

(3) As aresult, many independent contractors lack access to affordable benefits through
traditional employment channels, spousal coverage, or public programs. For many, private
market alternatives remain prohibitively expensive; and

(4) Establishing a portable benefit plan would provide tax incentives for hiring entities as
contributions are deductible business expenses, and enhance financial stability for independent

contractors, as contributions would not be included in their gross income.
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SECTION 3. Definitions.
As used in this chapter:
(1) “Hiring party” means a person who hires or enters into a contract with an independent
contractor;
(2) “Independent contractor’” means an individual who performs services for a hiring party in
exchange for compensation, and the relationship with the hiring party qualifies the individual as
an independent contractor based upon [reference state code];
(3) “Portable benefit plan” means a benefit plan:
(a) Administered by a third-party portable benefit plan provider chosen by the independent
contractor and assigned to a beneficiary rather than to a hiring party; and
(b) Includes, but is not limited to:
(1) Health Insurance;
(i1) Unemployment Insurance;
(ii1))  Income Replacement Insurance;
(iv)  Disability Insurance;
(v) Life Insurance; and
(vi)  Retirement Benefits; and
(4) “Portable benefit plan provider” means the administrator of a portable benefit account, and
includes:
(a) A bank;

(b) An investment management firm;
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(c) A technology provider or program manager that offers services through a bank or
investment management firm; or
(d) Any other person who demonstrates to the satisfaction of the Financial Services
Commissioner that the manner in which the person will administer the portable benefit
account will be consistent with the portable benefit account requirements under this
chapter.
SECTION 4. Administration.
(1) Any person or entity, whether public or private, including an internet or application-based
company, may voluntarily contribute funds to a portable benefit account for an independent
contractor.
(2) Contributions to a portable benefit account must not be used as a criterion for determining a
worker’s employment classification [under state unemployment insurance, worker's
compensation, internal revenue, and labor laws].
(3) Contributions to a portable benefit account may be made using:
(a) The funds of the hiring party; or
(b) A percentage of funds withheld from the compensation owed to an independent
contractor if all the following conditions are met:
(1) The withholding of compensation is expressly agreed to in writing;
(i1) The written agreement is clear, unambiguous, and prominently displayed either in a
work contract or a separate invoice;
(i11) The withholdings are voluntary and require the independent contractor to opt-in; and

(iv) The independent contractor may choose to opt-out of such withholdings at any time.
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SECTION 5 Tax Implications.

(1) A hiring party that contributes funds to a portable benefit account pursuant to Section 4 (3)
(a) or (b) as set forth above, may deduct as a business expense an amount equal to 100 percent of
the amount contributed during the applicable tax year; and

(2) An independent contractor may exclude from taxable income an amount equal to 100 percent
of the amount contributed by a hiring party pursuant to Section 4 (3) (a) or (b) as set forth above,

during the applicable tax year.

SECTION 6. This Act shall take effect [DATE]
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