The College of Mount St. Joseph Fiscal Policies

Independent Contractor vs. Employee

Scope & Overview

At times it is necessary to hire an individual to perform a specified service or produce a defined deliverable. Depending
on the nature of the needs, the individual responsible will be required to either hire them as an employee, temporarily
or otherwise; or as a professional contractor.

IRS guidelines dictate whether an individual is considered an employee or contractor. For employees, the College is
required to pay certain payroll related taxes based on their compensation and withhold federal taxes. For contractors,
the College pays an agreed upon amount to the individual and reports it to the IRS via the 1099. This agreed upon
amount would include any travel or expenditures this person may incur. It is up to the contractor to report these
earnings in their personal taxes and comply with all applicable taxes and laws.

It is important to properly identify an individual as an employee or contractor to avoid IRS penalties. The IRS make take
issue with identifying someone as a contractor when they look, act, and are treated like an employee because they feel
the College should then pay the related payroll taxes and withhold federal taxes. Additionally, if an individual is both a
contractor and an employee in the same year, the IRS could interpret the work they did as a contractor as intended to
be done as the employee they later became. To avoid scrutiny by the IRS, the College will always seek to avoid giving
both a 1099 and a W-2 to the same person in the same calendar year.

The Policy
This policy is informed by the IRS. There is very little room for interpretation or exception to this policy in order to
comply with the IRS regulations.

The table below will define when it is appropriate to hire an individual as an employee or as a contractor.

When hiring an employee, consult the Adjunct, NBE, & Student Hiring Process PowerPoint located on myMount under
Administrative Services, Human Resources. Questions not addressed on this page should be directed to the Human
Resources or Payroll departments.

All employees must have their paperwork completed before they begin working.

When hiring a contractor, complete a Professional Services Contract AND the W-9 form. Both can be found on
myMount under the Finances tab. These should be completed when making arrangements with the contractor and
signed by both parties prior to the event or services being performed. The contracted amount should include any
reasonable travel or expenses the contractor may incur. The College will not pay a contractor outside the contracted
amount for expenses and will not accept a contract that leaves expenses open or uses the wording “plus expenses”.
Contractors do not need to submit receipts or documentation for their expenses for Fiscal Operation records, but may
be requested to do so by the responsible employee. It is up to the employee hiring the contractor to agree to the rate,
including expenditure amounts, when completing the contract. Employees should ensure travel expenditures are
reasonable and maintain good fiscal stewardship of their budget when hiring contractors.

The contractor will be paid via a Purchase Order. Purchase orders for contractors are required to be submitted within
60 days of the event, the last day services were performed, or the date the deliverable was provided. The contract
and W-9 should be sent to Fiscal Operations. A contractor will not be paid without a properly completed W-9. There
are no exceptions to this.

The following table should be used to determine if an individual is a contractor or employee, however Fiscal Operations
has ultimate authority for the final determination. If you answer yes to most of the questions below, then the individual
is an employee.
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1. Is the individual's work ;Employee ScHTINeS AL IC services are typically
- i integrated with the i ;
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core business? organl;ation § business business activities
operations '

2. Did youtrain the Employees are usually taught | ICs are generally considered
individual to perform the specific work procedures "experts” in their field and, as
tasks in a specific way? that they are expected to such, can determine which

3. Do you (or can you) follow and must comply with | work methods are most
instruct the individual as | any other employer appropriate. Additionally, they
to when, where, and how | requirements with regard to are typically held accountable
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control the sequence or means with which they are
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ploy: &
perform the work : p 2
personally? for which they were hired their own staff or subcontract
- themselves. the work to others.

7. Do you (or can you)
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from hiring, supervising,
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8  Doesthe individual | Employeesppically havean | 5
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10. Is your company the sole : doing projects for others and,
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income for the multiple clients concurrently.
individual?

11.  Isthe work performed Employees are ordinarily ICs are free to work off-site,
on your premises? required to work on-site. such as in a home office.

12. Do you (or can you) Emol be asked ICs are responsible for
require the individual to IMPLOYESE Ay bE Askec 1o producing a final deliverable
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mit regular reports, oS wini and are not, therefore, required
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13. Do you pay the . ICs are generally paid for
individual by the hour, Emplt_)yees are usually paid at their results, not the amount of

fixed intervals
week, or month? g ? time worked.
ICs are usually expected to

14. Do youpay the Employees who incur work- incorporate out-of-pocket
individual's travel and related expenses are typically | expenses into their project fee
business expenses? reimbursed by their employer. | rather than be directly

reimbursed for them,

15.. :Detyenfurneli ioliox Employees generally use ICs are expected to own and
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16. Does the individual h g ; :
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: { completed according to the
from his or her services : . g steady paychecks.
foyone:company? specifications detailed in the
; contract.
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public? advertising, etc. providers.
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