
Lodge Use of 1099’s 
 
All Lodges paying individuals under a 1099 need to confirm that those people being paid are 

truly Independent Contractors rather than employees.  Employees cannot be paid under a 1099 
Form. 
 
To determine if a person is a legitimate Independent Contractor qualified to be paid under a 

1099 Form, you must determine the following:   
 

1. Who controls how the work is done?  Does the company control or have 
the right to control what the worker does and how the worker does his 

or her job? 
 

a. Independent Contractors make the determination as to when to work and 
how an assignment is to be completed. 

 
2. Who supplies the equipment necessary to complete the work?  Are the 

business aspects of the worker’s job controlled by the Lodge? (these 
include things like how worker is paid, whether expenses are 

reimbursed, who provides tools/supplies, etc.) 
 

a. Independent Contractors generally supply their own tools and equipment 
to use on a job.  Independent Contractors are generally not reimbursed 
for expenses. 

 
3. Does the person being paid under a 1099 Form have the possibility of 

incurring a financial loss from taking on the job? 
 

a. Independent Contractors can make a profit or a loss on a job. 
 
Many jobs in a Lodge home cannot be done by Independent Contractors.  This includes the 

positions of bartenders and servers.  The Lodge always will control when and how the bartenders 
and servers work.   

 
The misclassification of an employee as an Independent Contractor can result in serious financial 

penalties and back taxes.  If the employer filed a Form 1099, unintentionally misclassifying an 
employee, the employer’s liability for federal income tax withholding is limited to 1.5% of the 
employee’s wages. The employer’s liability for FICA taxes would be 20% of the employee’s 

share, plus the entire amount owed by the employer. And, the employer would have no rights to 
recover from the employee what is due to the IRS. If an employer has not filed any information 

returns that were required, such as the Form 1099, the percentage amounts are doubled. The 
employer must pay 3% for federal income tax withholding and 40% of the employee’s portion of 
FICA in addition to the employer’s share of FICA.   Additionally, the employer would still be liable 

for unemployment taxes. Interest and penalties could be assessed by the IRS, but only on the 
amount of the employer’s liability. The employer’s liability includes the percentage of tax that 

should have been withheld. For example, interest for failure to collect FICA would be based on 
the employer’s share of FICA plus the 20% of the tax that should have been withheld from the 
employee. 

  
Intentionally misclassifying an employee could result in the following employer liabilities: the full 

amount of income tax that should have been withheld (with an adjustment if the employee has 
paid or does pay part of the tax); the full amount of both the employer and employee shares for 

FICA (but might receive an offset if the employee paid FICA self-employment taxes); and 
interest and penalties, computed on far larger amounts than in the case of an unintentional 

misclassification. In addition to the back taxes, criminal and civil penalties may be issued. 
 
In order to protect your Lodge, make certain that your workers are properly classified. 

 
For further information please visit www.irs.gov and search for “Independent Contractor or Employee.” 

http://www.irs.gov/

