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Learning Objectives:
• How to process and meet payroll legal obligations
• Payroll regulatory requirements
• 1099 Contractors vs Employees



Fair Labor Standards Act & Equal 
Employment Opportunity Commission
• Fair Labor Standards Act  establishes minimum wage 

and overtime requirements for employees
• Non-exempt employees must be paid overtime for all 

hours worked over 40 in any workweek
• Exempt employee do not receive overtime pay
• The Equal Employment Opportunity Commission 

investigates complaints against a business that involves 
race, color, religion, sex (including pregnancy), national 
origin, age (40 or older), disability or genetic 
information; businesses with 15 or more employees 
must comply



New Hires
• Complete Form I-9 for ALL employees to verify 

employment eligibility (federal); keep Form I-9 
in the employees’ files (form is not sent to any 
governmental agency)

• Complete New Hire Reporting (state) for ALL 
new and rehired employees within 20 day of 
employee’s first day at work and sent to UT 
Department of Workforce Services

• DHS is expected to release a revised I-9 in late 
April/early May.



I-9 (Employee Section)



I-9 (Employer Section)



Form W-4



PAYROLL
• Typically paid semi-monthly (24 x a year) or bi-weekly (26 x a year)
• Earnings are reported on Form W-2 and given to employee by January 31st

annually
• Gross pay = paycheck BEFORE taxes and deductions
• Net pay = paycheck after all taxes and deductions
• Employers must report ALL new hires through the state New Hire Reporting 

System (SUTA requirement)

• Quarterly payroll reports cover a 3-month period annually, e.g., January, 
February and March = first quarter



Payroll Taxes

• Tax Rate is divided in half
• ½ paid by Employer
• ½ paid by Employee

• Income tax must be withheld from employees’ checks
• Amount withheld is based on employees’ IRS Form W-4



Social Security and Medicare Taxes
• Federal Insurance Contributions Act (FICA) = Taxes 

imposed on Employer and Employee to fund Social 
Security and Medicare

• Employer must withhold and report quarterly on Form 
941

• SS withholding = 6.2% (employer & employee)
• Medicare withholding = 1.45% (employer & employee)
• Frequency of payments to the IRS may be monthly, 

quarterly  or annually



Employee Employer
• Hourly Wage 10.00
• Less payroll taxes

• Federal withholdings (1.50)
• State withholdings (0.50)
• FICA

• Social Security   6.2% (0.62)
• Medicare          1.45% (0.145)

Total               7.65%

NET PAY $7.23

 no matching
 no matching

matching SS               6.2% (0.62)
matching Medicare 1.45% (0.145)

Total                   7.65%   

• OTHER EMPLOYER TAXES INCLUDE SUTA 
VARIES 0.3% TO 7.3%, FUTA .6%, W/C -VARIES



Form 941
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Form 940
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Form W-2



Independent Contractors
• Proper classification of workers is very important
• See https://www.irs.gov/businesses/small-businesses-

self-employed/independent-contractor-self-employed-
or-employee

• Misclassification of an employee as an independent 
contract can result in penalties, loss of contractor’s 
license and payment of back taxes

• Employers must provide a Form 1099 to all 
Independent Contractors by January 31st annually 

https://www.irs.gov/businesses/small-businesses-self-employed/independent-contractor-self-employed-or-employee
https://www.irs.gov/businesses/small-businesses-self-employed/independent-contractor-self-employed-or-employee
https://www.irs.gov/businesses/small-businesses-self-employed/independent-contractor-self-employed-or-employee


IRS Test
• Behavior:  Control worker’s job 

• Key factors: Instructions about doing work, evaluation, criteria and 
training.

• Financial:  Who controls the economics of the worker?
• Works for multiple companies.
• Provides own tools.
• Travel cost reimbursement eligibility
• Payment based on hours worked

Employee vs Contractor
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• Type of Relationship:  
• Evidence of paid sick and vacations days and retirement benefits
• Hired for indefinite compared to specific time period or project. 
• Contract stating the employee is an independent contractor isn’t 

determinative.

Employee vs Contractor cont’d
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• Prohibited from re-classifying contractors as employees if the 
business qualifies for Section 530 relief

•  Company has always treated the worker as a 1099 contractor
•  Reasonable basis for treating them as contractors and not employees

• IRS’s Voluntary Classification Settlement program
• Company can voluntarily correct errors
• Pay modest penalty
• Receive audit protection
• Treat workers as employees in the future and issue W-2’s.  

• DOL will share misclassification with the IRS

IRS Practices
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Employer Identification Number (EIN)
The 9-digit number the IRS uses to ID employers =  your business’ SSN

00-0000000



Workers’ Comp Insurance Requirements
• REQUIRED for All Contractors!
• Penalties assessed for noncompliance
• Offsets employees’ financial loss due to workplace 

accident/illness
• UT Employers must carry a no-fault policy for ALL 

employees (FT & PT)
• General Contractor must collect certificates of 

insurance for each Sub
• Failure to do so shifts liability of the Sub to the 

General



Unemployment Insurance
• A federal-state partnership designed to provide 

temporary assistance to unemployed workers

• Fully funded by employers and paid to federal and 
state (FUTA & SUTA)

• Applicant must be able and willing to accept full 
time employment

• The 2022 (FUTA)  federal unemployment tax rate is 
.6%

o The FUTA tax is 6% (0.060) on the first $7,000 of income for each employee. 
Most employers receive a maximum credit of up to 5.4% (0.054) against this 
FUTA tax for allowable state unemployment tax. Consequently, the effective 
rate works out to 0.6% (0.006).

• The Utah (SUTA) 2022 rate varies
o The Utah Unemployment Tax Rate for NEW businesses is 0.3% on the first 

$41,600 in wages paid to each employee in a calendar year. 

• Businesses need to pay Federal Unemployment Tax 
commonly called FUTA Tax.



Payroll Information
1. SS and Medicare Taxes = FICA
2. Employer and Employee each pay 6.2%
3. Form 940 must be completed Annually
4. Independent Contractors must be given a 1099 by 

January 31st annually
5. Form I-9 is used to verify employee eligibility
6. An employee paid bi-weekly receives 26 paychecks a 

year
7. Workplace posters are required even for 1 employee
8. All employees must receive a Form W-2 by January 31st 
9. Non-exempt employees receive overtime for all hours 

worked over 40 in a workweek



Payroll Information Continued…
10. The second quarter payroll covers April, May, and June
11. Net pay is an employee’s check after taxes and deductions
12. SSA = Social Security Administration
13. Payroll withholding amounts are determined via Form W-4
14. Form 941 is file quarterly to report SS, Medicare and Withholding
15. Exempt employees do not receive overtime pay; they are exempt from 

the FLSA OT rules
16. Employee Federal withholding taxes are matched by the employer
17. The 2022 Federal UI rate is .6%
18. The Medicare withholding rate for employer/employee is 1.45%



Running a Business is Like Working Construction

Some practices are more stable than others.
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