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NAMM, Session Objectives NAMM O

e Pros & Cons between
classifying music teachers as
employees vs. independent
contractors

e C(riteria used to determine the
employment status of a
worker by most tax authorities

e C(lassification guidance




NAMM,  “Employee” Designation namm@

iIdeacenter

Pros — Cons —

e Control work schedule e Burden of payroll taxes

e Control teaching methods e Burden of unemployment

e Control teaching rates taxes

e Control compensation & * Burden of worker’s comp
benefits insurance

e Limited issues with tax e Burden of health insurance,
authorities retirement and other benefits

without discrimination



ﬁ “Independent Contractor” Designation NAMM D

iIdeacenter

Pros —

No payroll taxes

No insurance costs

No retirement benefits
No employment benefits
No payroll accounting

Minimized tax reporting (1099-
MISC at year-end)

cons -

No control over work
schedule

No control over teaching
methods

No control over teaching
rates



BEWARE... NAMM D

iIdeacenter

The incorrect classification can cause you to be
held responsible for...

e All back federal & state payroll taxes
e All back unemployment taxes
o All back employment benefits

BAD...VERY BAD !!
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What's New

e Statusis determined based on
the degree of control in 3

categories:
Behavioral Contro

1.
2. Financial Control
3. Type of Relationship
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Understanding
the Three
Categories




. Behavioral Control  namm®

iIdeacenter

Facts that show
whether the business
has a right to direct
and control how the
worker does the
tasks for which the

worker is hired, such <y 00 5 & dependent
as... Confractor Argument
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Ramm.  \When and Where to Work namm®:

iIdeacenter

Required to work set hours
at a specific assigned location

Retains the right to
complete work at any time and rents or
eases a location where work is
oerformed




Instructions NAMM <

iIdeacenter

Must follow mandatory
instructions as to where, when and
how to perform work

Performs work based upon
independently established procedures
or industry specs



NAMM_  Saryices Rendered Personally Namm@:

Required to render services
personally
Has assistants or

employees while retaining the right to
hire others to perform the required

work



NAMM  Hiring, Supervising and Paying NAMM O

iIdeacenter

Does not supervise or hire
others

Hires assistants at his/her
expense to perform all or part of
project



NAMM,  Order or Sequence Set NAMM D

iIdeacenter

Required to perform task in
a set manner, routine or schedule

Has full discretion over
routine or manner in which to perform
services



Training NAMM

iIdeacenter

Receives and/or is required
to receive training

Skilled professional
requiring no training to adequately
perform services



. Financial Control = namm®

F O Facts that show
whether the

| business has a right
~ O~ to control the

-7 business aspects of
the worker’s job,
such as...




NAMM, Business Expenses NAMM <

iIdeacenter

Business or training
expenses are paid or reimbursed

No reimbursement for
business or training expenses



NAMM, Significant Investment ~ namm*

iIdeacenter

Does not invest in facilities
and/or equipment used to perform
work

Possesses and invests in
facilities and equipment to perform
services



ﬁ Services Available to General Public NAMM Y~

iIdeacenter

Services are not offered to

general public and points toward
control

Offers services to public,
advertise, and are free to seek out
business opportunities



NAMM. Payment to Worker NAMM O

iIdeacenter

A person guaranteed a
regular wage paid at regular intervals

Compensation determined
separately by project or based on fixed
fee



NAMM,  Reglization of Profit or Loss NAMM D"

iIdeacenter

Compensation for services
at fixed rate regardless of profitability

Shoulders the possibility of
incurring a loss and realizing a profit



Ramm. ||| Type of Relationship namm®

iIdeacenter

Facts that show D W2

the parties’ type

f relati hi ’
Sugfem :S{?ns P m 1099



ﬁ Regular and Continuous Relationship NAMM D

iIdeacenter

Services are part of a
continuing relationship

Provides services and
contracts for separate and distinct
projects, not on continuing basis



NAMM Right to Discharge

NAMM QS

sShoWs

Can be discharged at any
time with no liqguidated damages

Cannot be discharged

other than for failure to
contracted service

verform

iIdeacenter



ﬁ Right to Terminate NI\MM‘:@:‘

iIdeacenter

May terminate relationship
at any time

May terminate work
relationship only upon completion of
contract or breach by other party



NAMM,  Key Aspect of the Business NAMM D"

iIdeacenter

Works for the business in a
capacity assigned by employer

The work performed is the
main revenue source and integral to
the sustainability of the business
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some
Advice &
Guidance




Which Form Do | Use?

NAMM @

iIdeacenter
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Form W-4 (2012)
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A Enter "1” for yourself if no one else can claim you asa dependent . . . . . . . . .
« You are single and have only ane job; or
B Enter"1"i: | *Youars marmied, have only one job, and your Spousa does not work: or v 5o B

* Your wages from a second job r your spouse's wages (or the total of both) are $1,500 or less.
©  Enter 1" for your spouse. But, you may chooss to enter *-0-" if you are married and have enmawwmng spouse or more
than one job. (Entering *-0-* may help you avold having oo little tax withheid ) W dEE L
Enter number of dependents (other than your spouse or yourself) you will claimon your tax return . . . .
Entor *1" H you wil s a5 hoad of household on your tax return (560 condilions under Hoad of housshald above) -
Enter “1” f you have at least $1,900 of chikd or dependent care expenses for which you plan to claima credt . . .
{Note. Do not include child suppert payments. See Pub. 503, Child and Dependent Care Expenses, for detalls)
G Child Tax Credit (including additional child tax credit). See Pub. 972, Chiki Tax Credit, for more information.

« I your total income will be less than S61,000 (90,000 If married), enter "2 for each eligible child; then less 1" if you have tivee to

seven eligible children of less “2" if you have eight or more eligible children.
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* If neither of the above situations appiies. stop here and enter the number from line H on line 5 of Form W-4 below
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6 Additional amount, if any, you want withheld from sach paycheck . .

7 | claim exemption from withholding for 2012, and | certify that | meet both of the lonw\ng conditions for axampmn
» Last year | had aright to arefund of all federal income tax withheld becausa | had no tax liability, and
« This year | expect a refund of all federal income tax withheld because | expect to have ne tax Eiammy
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For Privacy Act and Paperwork Reduction Act Notice, see page 2. Cat, No. 102200 Foam W-4 2012)

INDEPENDENT CONTRACTOR

Give Form to the

Identification Number and Certification ::Tm:,’,n.;;m

Form W—Q Request for Taxpayer
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See Spacific Instructions on page 2.

List account b (5) hexe {optioenl)

Taxpayer Identification Number (TIN)
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line | Social security number
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However, for 2
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IO Certification

Under penalties of perjury, | cantity that:

1. The number omect taxpayer

{or | am waiting for a number to ba issued to me). and

2. 1 am not subject to backup withholding becauss: (a) | am exempt from backup withholding, cr ) | have not been notified by the Intemal Revenus
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alien). corect TIN 1o
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* A partnarship, cofporation, company, of association created or
organized in the under the laws of the 1
+ An sstate (other than a foreign estats), or
« A domestic trust (as defined in Regulations section 301.7701-7).
Spoctal mhes for parinorships. Purinersips that condlct  rado of
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Tk e oy traign parinars’ e of e o sUch pusinees
Further, in Certain cases whers 3 Form W-9 has not been raceived, 3
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Cat. No. 10231X Form V-0 (e, 12-2011]



NAMM,  Structure the Relationship NAMM DS

iIdeacenter

To best assure a favorable outcome in the event of
tax scrutiny, employers should:

e Have “written” contracts or arrangements with their
music teachers

e Have an attorney review all documents

e |f need be, request assistance from the IRS in
determining status by filing a Federal Form SS-8



o SS-8 Determination of Worker Status

Rev. June 2008 for Purposes of Federal Erpploym_ent Taxes OMB No. 1545.0004
Department of tho Treosury and Income Tax Withholding
il nal Révimes Sorvice
Namo of fiem {or person) for whom the worker performed servicos Worker's name
\ \ < ft_L- i pl C.
Firm's address (Inchude street address. apl. o Suite no.. Ciy, state, and ZIP code) | Worker's a0aress (i streot apt. of suite no., city, stote,
N Jouth Main Ieeet and ZIP code)
Weol MacdfPocd, T OLIOT
Trade namo Telephone number (include srea code) Worker's social socurity number
(o ) : -
Telephone number (include ares code) Fam's employer idontification number | Worker's employer & xc ot f any)
(Bl )521-3190 Ob : \4L 038 :

If the worker is paid by a firm other than the one listed on this form for these services, enter the name, address, and employar identification number
of the payer.

Important Information Needed To Process Your Request

We must have your permission to disclose your name and the information on this form and any altachments to other
parties involved with this request. Do we have your permission to disclose this information? ., . . . . Kl ves O no
Il you answered “No” or did not mark a box, we will nol process your request and will not issuc a determination.

You must answer ALL items OR mark them "Unknown"” or "Does not apply.” If you need more space, attach another sheot.
A This form is being completed by: R fFirm [CJ Worker: for services performed

o
eginning dato) (onding date)
Explain your reason(s) for filing this form (e.g., you received a bill from the IRS, you believe you received a Form 1099 or Form W-2 erroneously,
you are unable to get worker's compensation benefits, you were audited or are being audited by L - R e .

We. ace. . C0A Ciccn. Ahak. sgecializes in . the mosic..etarl indvatey.. Tn. ordec. do. .

Jbeber odvise.. cuc clieabs with emplayee. ¥s... indepeadent.. e s ) s VS, 5 L. .

ELCT (r.quc.:;}.'s -an.afecmakional. Jeher  hascd . oa. o Ayprcal stenasio.. .(‘m.):‘:inz_kl

SzcwmkeA..:!‘o. P O o N S O

C Total number of workers who performed or are performing the sami® or similar services Yociea () -39
D How did the worker obtain the job? [ Application 0 Big [0 Employment Agency Xl other (speciry) Nebwoc kin

Attach copies of all supporting documentation (contracts, invoices, memos, Forms W-2, Forms 1099, IRS closing agreements, IRS rulings. etc.)

In addition, please Inform us of any current or past litigation concerning the workes's status. If no iIncome reporting forms (Form 1099-MISC or

W-2) were furnished o the worker, enter the amount of income camed for the year(s) at issue S L 8) ! Q.

F DOse thg Bm's DUDSS. ....cccpissssiszacasssssstarinmnsnsoniansasionspndvesassanngte inssisssnssnsssatiessnissvesissnatueneensnsssessnl
Mo Belasl- sole. and cenkol o€ musical insbeuments  equipment _and...paat. ...

MWAIC. ) 64 e )N os music essens fiosdruchon Awovicea o .

G Describe the work done by the worker and provide the worker’s job litle.

Music Teasher - ok fecs . musical. iaatoved io.c\.':‘:q.. :rhde.n{.s., wha..oxe..olaa.. cedail. ..
tslomern s.. 0%, Y06, cousie. cedal. stoce..




IRS Guidance LT

iIdeacenter

In @ 1970 Court Case, the IRS challenged the
worker status of music teachers at a music
conservatory. These teachers taught
students in accordance with a curriculum
provided by the school, as well as provided
private instruction to students as part of a
lesson program administrated by the school.



IRS Guidance LT

iIdeacenter

e Upon completion of their audit, the IRS issued
Revenue Ruling 70-338 which stated “Teachers
instructing regular classes at a music conservatory
for regular remuneration are employees of the
school; however, teachers who instruct pupils in
private lessons in return for a percentage of the fees
collected by the conservatory are not employees.”

e Essentially, the determining issue was who had
control over how the student was taught



