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This document seeks to answer Frequently Asked Questions regarding non-employees who receive compensation or income from an organization.  These persons/entities are subject to submitting a W-9 and potentially may receive a 1099 from your organization.  The information contained in this communication is not legal advice.  Your organization is ultimately responsible for complying with tax law.


What if the individual or entity refuses to provide the taxpayer identification number?
Payments should not be made to an individual or entity prior to obtaining the completed W-9.  If an individual or entity won’t provide the W-9, we recommend discontinuing the service with them.  If you do pay an individual or entity that refuses to provide the information on the W-9, the payments will be subject to 28% backup withholding, which should be communicated to the individual or entity, as well as communicated to MMS in conjunction with the check request.  


Can I use a different form or does it have to be the W-9 form?
As long as the form has similar information and obtains the same information and certifications, you may use a different form. 


If our organization knows that the person receiving compensation isn’t going to receive more than $600 in the year, do we still need the completed W-9 prior to processing the payment? 
Your organization must have each person/entity complete the W-9 Form no matter what the payment amount might be.  The form is used to collect the person’s name, address and taxpayer identification number.  It is also used to certify that the person is a U.S. citizen or “U.S. person,” as defined on the form’s instructions, and that you are therefore not employing someone you are not legally permitted to compensate.  (Form W-8 should be used for nonresident aliens and foreign corporations.)  Further, it is used to determine whether payments from your organization to the person/entity are subject to “backup withholding,” which should be collected and submitted to the IRS by your organization.  Regulations mandate that without the W-9 completed, your organization is required to withhold 28% for federal taxes.  These requirements are still valid, and the income is still taxable, whether or not the person/entity receives compensation totaling $600 or more.  


What if the individual is not a U.S. citizen or resident alien?
Just because someone isn’t a U.S. citizen or resident alien does not mean they are not subject to the income being reported/taxed.  Generally, one of the W-8 forms should be completed; however, determining which W-8 form to use should be done on a case-by-case basis.  Contact MMS for details on the specific situation.
What about love offerings?
There are several questions that first must be answered:
Is the love offering going to an employee?  If so, the love offering must be reported on the employee’s W-2 even if it is considered benevolence.  The payment to the employee must be processed through payroll.
Is the love offering being given to a non-employee for benevolence sake?  If so, the benevolence payment is not subject to taxes.
Is the love offering being given to a non-employee for services rendered?  Examples of this might be a special speaker or teacher or guest musician, missionary, or a gift for a volunteer.  A W-9 should be obtained for all love offerings in this category.


What about gifts and gift cards?
Gifts or gift cards given to employees should be added to the employees’ W-2 unless the amount is minimal ($25 or less).  Gifts or gift cards given to non-employees are considered compensation unless it is $25 or less for the year, and thus would require a completed W-9.


How do you determine if an individual is an employee or a contractor?
For help in determining whether or not an individual is an employee or contractor, see what the IRS says in the attachment entitled “Employees or Contractors?” and see MMS’ Position Paper entitled “Independent Contractor vs. Employee.”  Both documents can be found on the Forms tab of the MMS website (www.MMSMidwest.com).

Reporting requirements for employees and contractors
	
	Prior to compensation payment, your organization should obtain from the employee/contractor:
	Taxes withheld:
	At the end of the year, your organization should provide:

	Employee
	W-4
	Process through payroll, with appropriate taxes withheld based on W-4 input
	· W-2 to the employee
· W-2 and W-3 to the IRS

	Contractor
	W-9
	No taxes should be withheld, unless 28% backup withholding is necessary based on W-9 input
	IF total compensation is $600 or more during the year . . . 
· 1099 MISC to the contractor 
· 1099 MISC and 1096 to the IRS
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