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Topics:
Current Issues

A ARRA (COBRA) Subsidy Reporting
A Form 94X Corrections
A Military Differential Pay

Common Compliance Issues

A Employee or Independent
Contractor

A Form 1099-Misc Requirements &
Filing

A Fringe Benefits

Future Requirement
A Required Withholding on Government Payments



COBRA PREMIUM
ASSISTANCE




COBRA Premium Assistance

A American Recovery and Reinvestment Act
of 2009 (ARRA)

A Applies to group health plans

Includes medical, dental and vision plans

Does not include flexible spending
arrangements



COBRA Premium Assistance

conot
A COBRA subsidy reimbursed via form 941

A Creditis claimed on line 12

A Overpayment can be applied to next return, or
requested as a refund

A COBRA credit will not affect future deposit
frequency computation

A Credit can be claimed in quarter provided or a
later quarter in the same calendar year



COVERAGE PERIOD

A Begins no earlier than February 17, 2009
(date of enactment)

A Continues until the earliest of:

First date individual is eligible for other
coverage or Medicare coverage

Nine months after first day of first month for
which premium reduction applies

Date individual no longer eligible for COBRA



"
Involuntary Termination

IRS definition:

A severance from employment due to the
iIndependent exercise of the unilateral authority
of the employer to term
where the employee was willing and able to
continue performing services.






041 Corrections

A Reporting corrections
941-C no longer applicable after 12/31/2008
041-X
A Beginning 01/01/2009
A Will also apply to 943, 944, 945 and CT-1



PROCESS CHANGES

A Corrections will be made to both the prior
period wages and liability

A Current period liability will not be affected.

A Form 843 will no longer be used by
employers to claim refunds or abatements
of employment taxes

A Certifications specific to adjustment
process and claim process




Form 941-X

Due date

A Underreported- By due date of return for the
return period error discovered

A Overreported- Soon after error discovered
Payment

A Must be made when return filed to qualify for
Interest free under IRC Sec. 6205

A Must be made when return filed to avoid
deposit penalties under IRC Sec. 6656



" S
RESOURCES

A Treasury Decision 9405

(REG-111583-07), Employment Tax Adjustments, 73 FR
37371, July 1, 2008

A Correcting Employment Taxes

A Tax Professionals can call
Priority Service at 1-866-860-4259 or business owners
can call 1-800-829-4933

(TTY/TDD for the hearing impaired 1-800-829-4059)


http://www.irs.gov/irb/2008-32_irb/ar13.html
http://www.irs.gov/irb/2008-32_irb/ar13.html
http://www.irs.gov/irb/2008-32_irb/ar13.html
http://www.irs.gov/businesses/small/article/0,,id=187188,00.html
http://www.irs.gov/businesses/small/article/0,,id=187188,00.html

" A
Differential Wage Payment to

Active Duty Members of the
Uniformed Services

A Rev. Rul 2009-11
A IRC 3401(h)

A Subject to income
tax withholding

A No longer reported
INn box 3 Form 1099-
MISC.

PAPERCLIP

REQUISITION
CENTER




Questions?




Employee
or

Independent
Contractor ?77



EMPLOYEE DEFINED:

IRC 3121(d) and Reg. 31.3121(d)-1

Any individual under usual common
law rules



EMPLOYEE (Continued)

Any individual who performs services
that are included under an agreement
entered into under Section 218 of
Social Security Act

AEntered into between Governmental

Agency and the Social Security
Administration



" S
COMMON LAW STANDARD

A Employer-employee relationship exists
when the business for which the services

are performed has the right to direct and

control the worker who performs the
services

not only as to what work shall be done
but also

how work shall be done



Categories of Evidence

Facts that provide evidence of the degree of
control and independence fall into three
categories:

A Behavioral Control
A Financial Control
A Relationship of the Parties




"
BEHAVIORAL CONTROL.:

A IF the firm provides instructions:
on how to do the job,
when and where to do the work,
training etc.,
the worker is most likely an employee.




" S
FINANCIAL CONTROL.:

A If the firm provides
an office,
all office supplies, computer

other business equipment to the
worker,

the worker 1Is an employee.




RELATIONSHIP OF THE
PARTIES:

A If the firm provides benefits:
health insurance, life insurance,
retirement benefits, 40I(k) plan, 403(b)

the worker is an employee.



Elected And Appointed Officials

A Employee

Position established by law

Duties defined by statute
Performs duties as a public official
Responsible to the public

Paid out of governmental funds




= S
Elected And Appointed Officials
(Continued)

A Examples of Elected and Appointed Officials
Mayor
City Attorney
Judge or Justice of the Peace
Building Inspector
Board Members
Road Commissioner
Animal Control Officer



COMMON
MISCONCEPTIONS:

A Only full time workers must be
employees- FALSE

A EMPLOYEES CAN BE:
Part-time workers
Temporary workers
Probationary period

Workers who say they are
Independent Contractors



INDEPENDENT
CONTRACTOR

A Offers services to public
A Operates own business
4 Bills for services

pADoesnot have to pers
work



"
Independent Contractor vs.
Employee

A Provides factors used to help
determine worker status as either an independent
contractor or an employee

~

A Contains information on Section
530 Relief

~

A Can be filed by firm or worker with Internal
Revenue Service to determine worker status



Form 1099-Misc.

Requirements
and Filing




> > >

Form 1099-MISC
Box 3 - Other Income
Other income not reportable in one of the

other boxes of the form

Prizes and awards not for services
performed

Various damage payments
Deceased empl eyeeos

See Instructions for Forms 1099 for
additional items to be reported



" A
Form 1099-MISC 1T Box 6
Medical and Healthcare Payments

A Report payments to
Individuals, partnerships, and

corporations

A Medical payments include
doctor fees, drug testing, lab
fees, physical therapy, etc.

* Do not report payments to
pharmacies or tax exempt hospitals \



" I
Form 1099-MISC.- Box 7
Non-Employee Compensation

A Payment for services of a person who is not
your employee (may include parts or
materials in some instances)

Fee splits between professionals

Professional service fees 1 ex. attorneys
(including corporations), architects and
accountants

Prizes and awards for services performed as
a nonemployee

> >

)



" A
Form 1099-MISC.- Box 14
Gross Proceeds Paid to an Attorney

A Defining Gross Proceeds

Payments made to an
attorney as part of a legal
settlement or court order

May be issued in the
names of the attorney and
the client

May include an amount for
t he attorneyos




Reporting Gross Proceeds

A If you do not pay the attorney
fees separately, report all of
gross proceeds in Box 14

A If you pay the attorney fees
separate from the payment to
the payee report as follows:

Report the attorney fee in
Box 7

Report gross proceeds in
Box 3 to claimant (separate
1099-MISC.)




* S
Never assume an entity IS
iIncorporated!

A LC T Limited Company

A LLC T Limited Liability Company
A LP 1 Limited Partnership

A LLP T Limited Liability Partnership




F'inge Be efl



