WHEN DOES SOMEONE
QUALIFY AS AN

INDEPENDENT CONTRACTOR?

%’ Future-Focused Business Planning ¢ Investing in Your Business Growth
Introduction: A Decision That Shapes Your Future

Imagine you're expanding your small business—hiring help for web design, marketing, or
specialized services. You're excited about the possibilities. But a lingering question looms:

Should this new person be classified as an employee or an independent contractor?

It's not just about payroll or tax withholding; this is a strategic business decision. At Business
Advisory and Accounting Partners, we help founders make these decisions in the context of
long-term growth. “Any CPA firm can record history; our firm will help you build a future.”

Independent Contractor vs. Employee: More Than Just Tax Differences

Most content stops at IRS forms or payroll rules. We go deeper. Are you paying for outcomes—or
controlling for box checking?

« Contractor: You pay for deliverables, not hours. They operate independently and bring
specialized expertise.

« Employee: You manage scheduled hours, supervise processes, and supply tools and training.

This decision affects your taxes, liabilities, benefits structure, and most importantly—your future
vision for the business.

Why This Matters for Your Growth

Here's what sets advisory apart from typical accounting:

Advisor Mindset Traditional Accountant
Future-focused business planning Tracks what you've already done
Guides on structuring relationships Processes payroll/orders
Balances compliance and business goals Prepares tax returns

Helps minimize risk and maximize opportunity Minimizes errors

When structured smartly, contractor relationships can free up capital, reduce overhead, and align
costs with revenue—Iletting you reinvest in what grows you.

Strategy in Action: An lllustrative Example

Let's imagine a small business owner—we'll call her Jordan—who runs a boutique marketing firm.
Jordan needs regular video content for her clients, but hiring a full-time employee feels like too
big a commitment.

Instead of winging it, Jordan works with a trusted business advisor to structure the
relationship strategically:

1. Scope First: They outline a clear, project-based agreement focused on deliverables—not
hours worked.

2. Independence Matters: The content creator uses their own equipment, sets their own
schedule, and services multiple clients.

3. Classification Clarity: Based on behavioral, financial, and relational factors, the advisor
confirms this is a textbook independent contractor situation.
Q, Why this matters: Jordan avoids the risks of misclassification, maintains cash flow flexibility,
and aligns expenses with output—making it easier to reinvest in client acquisition.

The Takeaway: Strategic classification isn't just about compliance—it's a tool for business growth.

Independent Contractor Criteria to Keep in Mind

v Behavioral Control: Do you direct how the work happens, or only the result?

v Financial Control: Who owns tools, controls expenses, and handles profit/loss?

v Relationship Type: Is it a long-term employee relationship or a project-based engagement?

Each factor should align with your business model and growth plans. We help you assess each
dimension, not only to comply—but to be strategic.

Why Partner With Us?

Because we’re not just a CPA firm—we're your Trusted Business Advisory Partner.
That means:

- Forward-Looking Advice: Positioning work relationships to support scale, flexibility, and
capital efficiency.

- Risk Mitigation: Guarding against misclassification penalties and reputational risk.
« Growth Alignment: Designing operational strategies that let you reinvest and thrive.

@ “Any CPA firm can record history; our firm will help you build a future.”

Ready to Align Classification with Your Vision?

Want this tailored to your business? Book a call now!

Frequently Asked Questions

Q: What'’s the main difference between an employee and a contractor?
A: Contractors deliver specific results with their own tools and schedules. Employees, by
contrast, work under your direction, follow set schedules, and use your resources.

Q: Why not just default to contractors?
A: Misclassifying someone can trigger penalties, back taxes, and audit risk. The best answer
depends on your business objectives.

Q: How often should | review contractor status?
A: Whenever you add headcount, renew contracts, or expand services. Classification isn't static.

Q: Can | switch someone from contractor to employee later?
A: Yes, but that transition requires clear documentation to show intent—and may involve new
benefit and payroll obligations.

Q: What happens if the IRS audits my contractor classification?

A: We support you through the process—from providing the classification model to
communicating with authorities—helping protect your growth path.


https://busadvisory.com/appointment

