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Employee or independent contractor? 
Knowing the difference is important for nonprofits

Do you know if the persons providing home or 

community-based services for your agency are 

employees or independent contractors? Knowing 

who is an employee and who is an independent 

contractor is extremely important to your agency 

because SSCIP, the State of Arizona and the 

federal Internal Revenue Service (IRS) could be 

peering over your shoulder.

Hiring independent contractors can make a lot of 

sense. They are less of an administrative 

burden because you do not 

have to perform extensive 

payroll processing and 

withhold income taxes, 

Social Security taxes and 

Medicare taxes. You can 

pay them one lump sum 

and let them sort out the 

details.

There is more �exibility in 

short-term situations because 

independent contractors 

may not expect a continuing 

relationship when a task or contract is 

completed.

However before commencing work on a task or 

contract, your agency should make sure it knows 

whether employees or independent contractors 

are on the job.

Contracts with the State require that the people 

on the job be insured. DES/DDD Standard Terms 

and Conditions de�ne a subcontract as:

�Any arrangement, expressed or implied, between 

the Quali�ed Vendor and another party or between 

a subcontractor and another party delegating 

or assigning, in whole or in part, the making or 

furnishing of any material or any service required 

for the performance of this agreement.�

The Standard Terms and Conditions further state 

that: �Quali�ed Vendors and subcontractors shall 

procure and maintain until all of their obligations 

have been discharged, including 

any warranty periods under this 

agreement are satis�ed, 

insurance against claims for 

injury to persons or damage 

to property which may 

arise from or in connection 

with the performance 

of the work hereunder 

the Quali�ed Vendor, his 

agents, representatives, 

[or] employees of subcon-

tractors. All coverages for 

subcontractors shall be subject to 

the minimum requirements��

On insurance for subcontractors, the Terms and 

Conditions state: �Quali�ed Vendors� certi�cate(s) 

shall include all subcontractors as insured under 

its policies or Quali�ed Vendor shall furnish to 

the State of Arizona separate certi�cates and 

endorsements for each subcontractor.�

see Employee or independent contractor on page 6
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