Santa Clara University

Procedures and Guidelines

Independent Contractors

In specific circumstances, the University may pay an individual as an independent contractor if the individual meets the legally defined criteria for independent contractor status as defined by IRS regulations identified in Revenue Ruling 87-41.  The relationship between an independent contractor and the University differs significantly from the relationship between an employee and the University largely in the degree of control exercised over the work of the employee and the obligations which the University has to the employee.  

Over the past decade, the Internal Revenue Service and several state agencies have begun to scrutinize the validity of independent contractor relationships.  If the University misclassifies an employee as an independent contractor there can be significant tax, wage and benefit liabilities as well as large fines and penalties imposed by the IRS.  

Prior to making any commitment to pay an individual as an independent contractor, the department must submit an Independent Contractor Request form to Accounts Payable.  If the Dean or Director has questions about employee status or if the Accounts Payable Office finds that the Independent Contractor Request form does not qualify, then the Dean or Director should contact the Department of Human Resources.  

The following factors/criteria must be considered when requesting Independent Contractor status.  Although not all criteria need to be present for independent contractor status, the substance of the responsibilities and the individual’s professional relationship must be considered to avoid any undue burden on the University for Misclassification of the individual.  

Factors/Criteria To Be Considered:
1. Do you instruct or supervise the person while he or she is working?

2. Can the worker quit or be discharged (fired) at any time?

3. Is the work being performed as part of your regular business?

4. Does the worker have a separately established business?

5. Is the worker free to make business decisions which affect his or her ability

to profit from the work?

6. Does the individual have a substantial investment which would subject him

or her to a financial risk?

7. Do you have employees who do the same type of work?

8. Do you furnish the tools, equipment, or supplies used to perform the work?

9. Is the work considered unskilled or semi-skilled labor?

10. Do you provide training for the worker?

11. Is the worker paid a fixed salary, an hourly wage, or based on a piece rate?

12. Did the worker previously perform the same or similar services for you

as employee?

13. Does the worker believe they are an employee?

14. Does the worker have a continuing relationship with employer?

Yes answers to 1-3 and No answers to 4-6 generally indicate an employee status.  It

most likely will result in the majority of questions 7-14 being answered Yes.  The 

inverse will most likely hold true.

When approval is received from the Accounts Payable, an Independent Contractor Agreement must be completed and signed by both the Contractor and a representative of the University.    

The approved Evaluation/Approval Request Form and a copy of the Contract must be submitted to Accounts Payable at the time payment is initiated.  Any request for payment which does not include the appropriate supporting documentation will be returned to the department until the supporting documentation is provided.  

If the request is denied, the department Dean or Director will be required to contact the Department of Human Resources to pursue other alternatives.   

