Paying an Independent Contractor

Use the check request system to pay Independent Con-
tractors.
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e "™ Independent Con-
__ tractors are classi-
~ fied by state and

federal tax law
(see IRS Publica-
tion 15 A for de-
tails). These laws
“ provide significant
penalties for employers who do not follow the
rules. According to the IRS definition of inde-
pendent contractor: “People such as lawyers,
contractors, subcontractors, public stenogra-
phers, and auctioneers who follow an inde-
pendent trade, business, or profession in
which they offer their services to the public,
are generally not employees. However,
whether such people are employees or inde-
pendent contractors depends on the facts in
each case. The general rule is that an individ-
ual is an independent contractor if you, the
person for whom the services are performed,
have the right to control or direct only the re-
sult of the work and not the means and meth-
ods of accomplishing the result.”

The table on the next two pages should help
you decide if someone is an employee or an
Independent Contractor.

For further information see the business man-
ual at;

www.ais.unc.edu/busman/apy/apyapp5.htmil
And IRS publication 15 A.

Factors

Instructions

Training

Integration

Services rendered personally

Hiring assistants

Continuing relationship

Hours of work

Full-time work

Location of work

Order or sequence set

Reports

Payments

Expenses

Tools and materials

Investment

Independent Contractor Check List

Employee
Must comply with employer’s in-

structions about when, where and
how to work

Trained by employer

Services are part of business

Work is done personally

Has assistants hired by the em-
ployer

Has continuous relationship with

employer

Works hours set by employer
Works full-time for one employer
Work done on employer’s premises
or designated site

Must Follow set order of work
Submits regular reports

Paid by the hour or salary

Business and Travel expenses paid
by employer

Tools and equipment provided by
employer

Has no investment in facilities used

Independent Contractor

Determines place and sequence of
work

Train on their own

Services may not be related to em-
ployer’s business

Others can do the work if contract is
completed

Employs own assistants

Works by the job

Sets own work hours

Works by the job

Generally works off-site

Can set own schedule

Files report when job ends; interim
reports possible

Paid by the job

Pays own business and travel ex-
penses; part of cost of job

Furnishes own tools and equipment

Has significant investment in facili-
ties used




