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BACKGROUNDPURPOSE

The purpose of this policy is to comply with a recent change in the Social Security Law and its
applicability to the employment of independent contractors. Effective July 1, 1991, any
employee of a governmental entity who is not covered by a retirement plan must be covered
by Social Security. On July 1, 1991, the County of El Dorado, in the absence of an acceptable
retirement option, selected social security as coverage for such employees. Departments that
have individuals working under contract must withhold Social Security if the contractor meets
five or more of the criteria listed on the—an "employee/self-employed determination
worksheet" —attaehed—he%e—as—e*mmtJAﬂadmwstered by the Purchasing D|V|5|on—Ln—aeId+t+en

méependen%ee%m&e#p%app#evﬂ—eﬁthe—eem%Mlsclassmcatlon of a contracted

individual as an independent contractor could potentially subject the County to severe financial

consequences, such as Social Security penalties{essentiahyanr—amounteguivalentto-the-total
withhelding—deseribed—abeve—e—153%), retroactive to the effective date of contractual

agreement. The burden of proof that an individual is in fact an independent contractor rests
on the County.

POLICY
It is the pollcy of the Board of Superwsors ef—the—@ee-nt—y—ef—EI—Demde—that—the—Geemt-y—and—rts

1. Fhat—+£The employment relationship between the County and independent
contractor or contract employee be clearly defined and understood by both the
County/department as an employer and the individual involved;

2. The statutory requirements for withholding related to the use of independent
contractors and contract employees are correctly implemented; and

3. That the utilization of independent contractors and contract employees be
properly managed according to the-legal requirements.

14-0105D 1 of 4



COUNTY OF EL DORADO, CALIFORNIA
BOARD OF SUPERVISORS POLICY

Subject: Policy Number: Page Number:
E-3 20of4

DETERMINATION OF INDEPENDENT | Date Adopted: Date Revised:

CONTRACTOR SERVICES 10/22/1991

PROCEDURE

Beginning July 1, 1991, any contract for personal services must be accompanied by a copy of
the—a "employee/self-employed determination worksheet" prescribed by the Purchasing
Division and completed by the requesting department head. The Purchasing Division will
process a contract for consultant services; only after receiving the determination worksheet.

Upon receipt of the request, Purchasing will review the completed worksheet. If Purchasing is
in agreement with the results of the worksheet, a contract will be processed. If the contractor
does not meet the minimum criteria for self-employed status, the following language will be
added to the contract for services:

It has been determined that the services provided under the terms of this
contract may fall under Internal Revenue Services laws and reguisitions
regulations requiring withholding. Social Security and other applicable
federal or state income taxes shall be withheld by the County for all
payments hereunder.

If Purchasing does not agree with the initial outcome of the determination worksheet, the

| request will be forwarded to the Persennel-BivisiorRHuman Resources Department, which will
consult with the Auditor to arrive at a final determination on whether withholding
requirements apply. The contracting department will be notified of any changes.

Completed contracts requiring withholding will be assigned the letter "W" following the
contract number, i.e. 31-001W. This letter will alert the Auditors Department that when the
claim is submitted for payment, it will be processed through the payroll unit, and applicable
withholding will be deducted from the payment.

: Requesting department heads must sign all
determination worksheets as proof of authorization; and verification that the worksheet is

accurate.

BALIATLOMCRIERLA,

The fellewingeriticalPurchasing Division with the assistance of the Auditor and County Counsel
as_appropriate will develop criteria has—been—established—to assist department heads in
differentiating between a bona fide independent contractor not subject to Social Security
| withholding and a contractor that is subject to Social Security withholding. Asa-guideline-oraid
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Each contract and the relationship created by it must be analyzed on an individual basis, taking
into account all the circumstances. In the event of questions, advice should be sought from
Persennel-Human Resources or County Counsel, as deemed appropriate.

References:REFERENCE Guide to Hiring Independent Contractors, by CA Chamber
of Commerce

RESPONSIBLE DEPARTMENTS Human Resources Department, Purchasing Division,
County Counsel, Auditor

DATES ISSUED AND REVISED SUNSET DATES
10/22/1991 None
XX/XX/2013 November 30, 2017

NOTE: CONSIDER PUTTING THIS POLICY IN SECTION C, PURCHASING AND CONTRACTING, AS IT DOES
NOT PERTAIN TO EMPLOYEES
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