Greetings

****optional paragraphs - choose one, delete the other and delete yellow highlighted text*****

*****option one*****

We have provided you with an independent contractor agreement. From what you told me, however, the person performing the services will be operating in a way that the IRS, as the result of an audit , might consider to actually be an "employee" and not as an independent contractor".  If that where to happen there could be serious consequences.

*****option two*****

I'm working on the draft agreements.  I plan to give them to you in the near future. I am writing to call your attention to a potential issue that you might in the future with the IRS if these types of contracts are not handled properly.

*****end of options**********

Workers can be retained either as "employees" or "independent contractors".  There is a big difference in the tax consequences.  With "employees" the employer must pay tax called "FICA" to cover a portion of the worker's Social Security and Medicare.  The employer must also provide Workers Compensation Insurance.  When a worker is retained as an "Independent contractor", on the other hand, the worker is responsible for 100% of the tax and there is not Workers Compensation insurance.

The issue can come up during an IRS audit.  The IRS expects that workers who perform duties similar to duties performed by traditional type employees must be treated as employees and not independent contractors. The IRS has the right to re-classify workers which can result in substantial penalties.  Here is a link to an article on the topic. 

Although execution of an independent contractor agreement is helpful, it does not, in and of itself, prevent the IRS from reclassifying independent contractors as employees.

****optional paragraphs - choose one, delete the other and delete yellow highlighted text*****

*****option one - if the text is to be an email*****

Here is a link to an article on the topic. 

https://fiuclinic.org/client_education/independent-contractor-vs-employee.html

*****option two - if text is to be used as a paper letter - print the link above and enclose with letter *****

 Enclosed is an informational article on the issue of how best to classify workers for purposes of avoiding problems during an IRS audit

*****end of options**********


