
The 12 days of California Labor &
Employment Series – Day 10: AB 5
Exemption Extensions

2 min read
Dec 22, 2021

By: Mellissa A. Schafer

In the spirit of the season, we are using our annual “12 days of the holidays” blog series to address new California
laws and their impact on California employers. On this tenth day of the holidays, my labor and employment
attorney gave to me: ten lords a-leaping and AB 1506 and 1561.

AB 5 went into effect on January 1, 2020. It codified the ABC
test delineated in Dynamex Operations West, Inc. v. Superior
Court of Los Angeles. A worker can only be an independent
contractor if the hiring entity can meet three criteria: A) the
worker is free from the control and direction of the hiring
entity, both under the contract for the performance of work
and in fact; B) the worker performs work that is outside of the
usual course of the hiring entity’s business and C) the worker is
engaged in an independently established trade, occupation or
business that is of the same nature as the work performed for
the hiring entity. If the hiring entity cannot meet these criteria
and there is no applicable exemption, the worker must be
considered an employee. If a worker is covered under an
exemption, the prior Borello test is applicable to determine if the worker can be rightfully classified as an
independent contractor. Under Borello, the main test involves the right to control.

However, AB 5 did come with exemptions for certain industries. After its enactment, much litigation ensued with
non-exempt industries such as the gig economy and trucking attempting to secure an exemption due to the
negative impact of AB 5. Further, some exemptions that were granted came with expiration dates.
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AB 1506 specifically deals with newspaper distributors working under contract with a newspaper publisher and
newspaper carriers. This exemption was set to expire on January 1, 2022. With the enactment of AB 1506, the
exemption is now extended until January 1, 2025. Every newspaper publisher or distributor that hires or directly
contracts with newspaper carriers must submit specified information related to their workforce to the Labor and
Workforce Development Agency on or before March 1, 2022, March 1, 2023, and March 1, 2024. The information
provided must include the following:

The number of carriers for which the publisher or distributor paid payroll taxes in the previous year and the
number of carriers for which the publisher or distributor did not pay payroll taxes in the previous year

The average wage rate paid to carriers classified as independent contractors and as employees

The number of carrier wage claims filed, if any, with the Labor Commissioner or in a court of law

AB 1506 also notes that for the March 1, 2022, reporting date only, every newspaper publisher and distributor
shall also report the number of carrier wage claims filed with the Labor Commissioner or in a court of law for the
preceding three years.

AB 1560 expands the exemption expiration date for licensed manicurists, a data aggregator, and individuals
providing feedback to the data aggregator, and those in a contractor-subcontractor relationship in the
construction industry, from January 1, 2022, to January 1, 2025, as well. In addition, AB 1560 adds an exemption
to persons who provide claims adjusting or third-party administration within the insurance and financial service
industries.

AB 5 continues to be ever-changing. Employers who fall in the categories mentioned above need to take note of
reporting requirements. Further, they are allowed to continue treating these persons as independent contractors.
And, as always, employers should ensure they are classifying their employees correctly.

Hinshaw & Culbertson LLP is a U.S.-based law firm with offices nationwide. The firm’s national reputation
spans the insurance industry, the financial services sector, professional services, and other highly
regulated industries. Hinshaw provides holistic legal solutions—from litigation and dispute resolution,
and business advisory and transactional services, to regulatory compliance—for clients of all sizes. Visit
www.hinshawlaw.com for more information and follow @Hinshaw on LinkedIn and X.

Topics
California, Independent Contractors, #12Days, Employee Classification

© 2025 Hinshaw & Culbertson LLP www.hinshawlaw.com 2

https://www.hinshawlaw.com/en/insights/blogs/employment-law-observer?bc=211
https://www.hinshawlaw.com/en/insights/blogs/employment-law-observer?bc=300
https://www.hinshawlaw.com/en/insights/blogs/employment-law-observer?bc=1292
https://www.hinshawlaw.com/en/insights/blogs/employment-law-observer?bc=1590

