Independent Contractor Checklist

Some nonprofits may be tempted to use independent contractors rather than incurring the additional expenses associated with hiring employees.  Beware.  The IRS is looking closely at the use of independent contractors and the penalties are stiff for organizations found in violation of the rules.

To ensure that you are in compliance with IRS regulations for the use of independent contractors, apply every potential independent contractor against this checklist before hiring them.


Pay independent contractor invoices and issue 1099s using a contractor’s Employer Identification Number (also referred to as Federal Tax Identification Number) not the contractors Social Security number. 


Do not issue company business cards, employee ID badges, or facility keys to contractors.


Develop a written agreement with an assigned specific scope of work for a specific duration.  (See sample agreement.)


Require the contractor to supply his/her own workers compensation insurance.


Do not allow independent contractors to enroll in any company sponsored benefit plans or be paid for any company holiday unless holiday time was worked.


Do not allow independent contractors to attend company parties or special events.


Restrict contractor participation in project or departmental meetings.


Do not allow or greatly limit an independent contractors role in any hiring, disciplinary action or termination decision.


Require independent contractors to work off company premises and/or require them to supply their own equipment and tools.

