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JUSTICE WATCH John Pacenti
Feds get tough on misclassifying workers

"Tis the season for the temporarily em-
ployed. But businesses better not get on the
naughty list at the Internal Revenue Service.
There is a crackdown on the misclassification
of employees as independent contractors so
businesses can avoid paying Social Security,
Medicare and unemployment taxes.

The Labor Department estimates 30 per-

- cent of companies misclassify their workers.
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workers take what they

can get in the job market,
some find themselves classified
as independent contractors even
if they're doing the same job as
salaried employees.

These workers have little or
no rights. They can't join a union.
If they get laid off, they can’t get
unemployment benefits. They
have no health insurance. Their
companies don’t have to contrib-
ute to Social Security, Medicare or
unemployment taxes.

But the Internal Revenue
Service is cracking down on the
misclassification of workers by
employers. It has offered busi-
nesses the same deal they offered
tax scofflaws with secret offshore
accounts: come in and fall on
your sword, and you'll get an
audit-free deal with discounted
penalties.

“South Florida is rife with
employers who try to take short-
cuts. This should be a wake-up
call to them,” said attorney Mark
Neuberger, who is of counsel for
Foley & Lardner in Miami.

Legislation in Congress has
been proposed to force busi-
nesses to keep more meticulous
records of how their employees
are paid. And the IRS and the
Labor Department are sharing
information with some states to
pursue employers that misclassify
workers,

Why the concern? Money.
Misclassification costs the U.S.
government $54 billion in un-
derpaid employment taxes and

A s the economy sputters and
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States have joined in because public treasur-
ies are running low on funds.

The IRS is offering a settlement program
to noncomplying businesses that voluntarily
come forward. But employment attorneys say
this could result in an uptick in wage-and-
hour lawsuits since independent contractors
don’t get overtime.
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Attorney Mark Neuberger called the federal crackdown a wake-up call.
“South Florida is rife with employers who try to take shortcuts,” he said.

$15 billion in unpaid FICA and
unemployment taxes, according
to a 2009 study by the Treasury
Department’s inspector general.
State coffers also take a hit on
unemployment compensation,
which is paid through a payroll
tax

“Part of the issue is the down-
turn in economy. There has been
a lot of revenue not going into the
system,” said attorney Margaret
Mevers, a partner at Lydecker

Diaz in Miami.

Independent contractors
receive 1099 forms from their
vendors and are required to re-
port their income to the IRS. But
studies have shown about 30
percent of the time they do not.
Even in Florida, where there is
no state income tax, companies
are required to contribute to the
unemployment compensation
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