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NON-RESIDENT WORKERS
Guest speakers and workers from outside of CA 

Presenter
Presentation Notes
Throughout the year, your church may contract with people that live outside of California.  A common example is having a guest speaker from another country speak at your church.  This may be a missionary from Asia that’s reporting on their  work or simply a popular pastor from another country that you invited to speak to your congregation.Another example could be a musician from another country or state that you’ve invited to perform at your church.In either case, if you intend to pay this person, there are certain forms that are required by the IRS.  Before we go on, I have to emphasize that these forms are for the benefit of you and the worker.  For you, filling out the forms correctly result in you knowing that you did everything by the books and that you will sleep without the fear of the IRS coming down on your church with crazy fees.  For the worker, they receive the benefit of not paying any extra taxes to the US. 



INTERNATIONAL WORKERS
• Must fill out Form 8233

• Purpose of the form
• Prevents double taxation
• Income taxes for non-resident aliens is 30%

• Tax Treaties

• Worker must have an SSN or ITIN

• Forms must be filled out BEFORE the service is performed

Presenter
Presentation Notes
1.  The form that needs to be filled out is an IRS form called ‘Form 8233 – Exemption From Withholding on Compensation for Independent Personal Services of a Nonresident Alien Individual.  Quite the mouthful I know, but I’ll break it down for you as best I can and I’ll show you how to fill it out in the next few slides.  2.  In short, the purpose of Form 8233 is to prevent double taxation.  If a worker from another country comes to your church to provide a service.  He is subject to being taxed by our country as well as his home country.Currently Income taxes for payments to nonresident aliens is a whopping 30%.  This means that if you paid the worker $1,000 the IRS would require that he pays $300 back to them.  In addition, the worker would have to pay the income taxes from his own country.  3.  Form 8233 prevents this by pointing to a specific tax treaty that was made between the US and the worker’s country.  Most treaties stipulate that the US will forego collecting taxes on services performed.  Most large countries have a treaty with the US but it should be noted that not all countries have such a treaty.  Depending on the country that the worker is from, he may still be liable for the 30%.4.  Worker must have an SSN (social security number) or ITIN (individual taxpayer identification number).  An SSN is issued by the social security administration while an ITIN is issued by the IRS. These forms are readily available at the SSA and IRS website, but you can always ask them from me to make sure that you get the correct form.   If the worker provides an incorrect TIN, it will be the fault of the church for not catching this.  Some things to keep in mind:  a valid ITIN will always begin with a ‘9’ and will have 9 numbers, no more, no less.A valid SSN will not begin with 8, 9, or 0004.  One final note:  Forms must be filled out BEFORE the service is performed.  It’s VERY difficult to get this form filled out after the worker has already left.  



FORM 8233 – PART 1

Presenter
Presentation Notes
So the form is about 2 pages long, I’m showing you sections of it at a time to point out areas to look for.  1.  There’s always confusion as to who is what.  The worker is known as the ‘Beneficial Owner’The church is the ‘withholding agent’2.  A TIN (tax identification number can be either an SSN or an ITIN.  Again, This MUST be provided by the worker.   Any IRS penalties associated with reporting invalid or missing TIN’s will be the responsibility of the church, not the worker!Line 4 is the business address of the foreign worker.Line 5 is your church’s address It’ll be easy to get these things confused when you or the worker is filing this out. 



Presenter
Presentation Notes
11a.  Some examples could be speaker for church event or musician for church event.11b.  This may be an estimate if you haven’t figured out the exact amount yet.  12 a, b, c, d.  This could get complicated if you don’t know the right terms and definitions.  You can definitely try to do the research yourself but I’m available to assist with this if needed.  I’ve researched a few of these already so I’ve got a pretty good handle on it.  Just let me know if you don’t want to be bothered by researching any of this stuff.  In most cases, you won’t need to fill this out.  Just contact me if you feel like you have an unusual situation and we’ll figure out together if this section needs to be filled out.  this is just a brief description of the nature of services that will be performed and pointing to the specific tax treaties in lines 12 that should be taken into consideration.  Again, I’m available if you need help with writing this.The signature should be the Worker, not the church representative  



FORM 8233 – PART 4

Presenter
Presentation Notes
This section is for the church’s informationThis could be the signature of you or the pastor of your church.  



WITHIN THE US BUT OUTSIDE OF CA
• Form 587

• Purpose of form 587
• Determine if church needs to withhold a portion of worker’s income

• Worker will not be taxed on anything under $1500
• $1500 and over and the church will have to withhold 7% of total 

compensation

• Multiple events or services
• Form will need to be filled out for each service

• Virtual services

Presenter
Presentation Notes
So the next form is for worker’s who live in the US but are performing a service to your church here in California.An example could be a pastor who lives in Florida who is guest speaking for your church here in California.The IRS form is Form 587 Non resident Withholding Allocation Worksheet.  Again, a mouthful but I’ll break it down for you soon.The purpose of the form is determine if the church needs to withhold any payment from the worker.  California charges a 7% tax on income an out-of-state resident makes in California.  However, this is only for payment over $1500.For example, you could pay an out-of-state worker $1000 and the worker would not need to pay the 7% taxes.  But as soon as you pay this person $1500, you would be required to withhold 7%, which in this case would be $105, and the worker would only get to take home $1,395.  This is a cumulative collective amount.  For example if the worker did a service for $1000 in February, you wouldn’t have to withhold any payment, but if he came back later in the year and you paid him another $1000, for a total of $2000 a year.  You  would have to withhold 7% of $2000.  So he would only take home $1860 since the church had to withhold 7% of $2000 which is $140.Furthermore, this form would have to be filled for each event.  You wouldn’t be able to just fill out one form at the end of the year for both events.  Again, these forms must be filled out and signed BEFORE the services take place.Something that should be pointed out is that the worker needs to perform the services in California in order to be taxed in California.  For example, if you asked a worker who lives in New York to speak for a virtual event, and he does so through Zoom from New York, he does NOT need to fill out this paperwork because he will not be taxed by California by this income.  He will only be taxed by his home state.  The out-of-state worker needs to physically perform the service in California for him to need to fill out this form.     



FORM 589 PART 1

Presenter
Presentation Notes
Again, it could be confusing who is named what.The church is the ‘withholding agent’ while the worker is the ‘payee’



FORM 589 PART 2, 3

Presenter
Presentation Notes
This is for the worker’s info.  Typically this person will be considered an individual/sole proprietor, but it could be that you have a group of musicians.  Just mark the most appropriate box.  The nonresident payee type is that 3rd box.



FORM 589 PART 4 - ALLOCATION

Presenter
Presentation Notes
You only need to fill out the sections circled in blue.  Every blue circle will have the same amount, which is what is being paid to the worker.  



FORM 589 - SIGNATURE

Presenter
Presentation Notes
Again, the payee refers to the worker.  He/she simply needs to sign and date and provide a telephone contact info



SUMMARY
Nick Perez | Associate Treasurer
nperez@sccsda.org
818-546-8472

Presenter
Presentation Notes
Please fill out forms!  Paying under the table is ill advised since fines can be steep and damaging to the reputation of the church.  Once again, These forms should be filled out BEFORE the services are performed.Anticipate that workers will be reluctant to fill out tedious paperwork.  I’m arming you with this information so that you can explain it to the worker and make it less of a hassle.  I would suggest filling out as much of it as you can before giving to the worker and have the worker simply review the information and sign it.I’m here to assist and will help out in any way I can, especially with the tax treaty information.  

mailto:nperez@sccsda.org


Capital Improvements

Nick Perez



Topics
1. Definition/examples
2. Requirements
3. What to include in report



1.) Definition/Examples

• Definition
– The addition of a permanent 

structural change or the 
restoration of some aspect of a 
property that will either enhance 
the property’s overall value, 
prolong it useful life, or adapt it to 
new uses

Presenter
Presentation Notes
So, In short a capital improvement is simply a significant construction project that your church either did to the building itself or the land it sits on.  Capital improvements also include buying the building or buying land.The way that I like to think about is if the building project increases the value of your properties, then it is a capital improvement.  Or put another way, If I sold this property next year, would this project significantly increase the selling price more than what we paid for when we first bought this building?



Capital Improvements Examples
• New buildings
• Adding space or rooms to an existing building
• Remodeling or renovating areas of an existing 

building
• Installing or major resurfacing of the parking lot



2.)  Requirements

– All projects to be reported are to 
have a threshold of $20,000 or 
more.

– This includes total costs paid, 
donated materials, and donated 
labor.

Presenter
Presentation Notes
A key phrase of the definition of a capital improvement is that it must be a Significant capital improvement.  So what is considered significant?  For our conference, we’ve stipulated that a significant project is one that is $20,000 or more. This is for each Single project, not an accumulation of all the projects for the year.  For example, if your church constructed a water fountain that cost $15,000, added a kitchen for $25,000 and built a prayer gazebo for $18,000, only the $25,000 kitchen would need to be reported.  Even though all three projects together cost more than $20,000, only the single project of $25,000 needs to be reported since it is the only project that is over $20,000 and therefore significant.



Repair vs Capital Improvement
• Normal repairs and maintenance are not capital 

improvements
– Normal repairs are replacing a small section of the 

building
• Capital improvements extends the life of the asset or 

makes the asset perform more efficiently. 

Presenter
Presentation Notes
I’ve received a few questions in the past regarding what is considered an expense and what is a capital improvementSome of the maintenance for your church will be considered a normal repair, which is simply replacing a tile in the bathroom, or maybe, replacing one window in the property.  Whereas other rehab expenses are considered capital improvements because you are substantially improving the property or replacing something in total.  For example, replacing all the windows, or replacing all the flooring in the church.  If the project makes the building or land last longer (extends the useful life) or makes the asset perform more efficiently, the expenditure is capitalized.



3.) What to submit to SCC

• Project description
• Project costs

– Vendor invoices
– Check receipts

• Project costs savings
– Volunteer labor
– Donated materials

Presenter
Presentation Notes
please make sure that the project is described adequately.  The project should have a descriptive name and location of the project.  It’s also important to realize that the actual cost of the improvement is not limited to the project or building itself.  There may be other non-obvious costs as well such as donated material, donated labor, surveying costs, etc.  For example, the costs to build a water fountain isn’t just the water fountain itself.  Also included could be the volunteer or paid labor to install it, cost of city permits to install, cost to clear the land for the fountain, etc.  Finally, The cost of volunteers, donated materials, and discounts needs to be considered as well.  This is kind of a tricky concept because you didn’t actually pay for the work and materials so would think that it shouldn’t be included as a cost, but the value of the project includes all work and materials needed regardless of whether the church paid for it or not.  For volunteer workers would need to log in how much you would have been paid them if you were going to pay them.  You basically log in the amount of hours they worked do a google search for how much per hour a similar worker would make and add that number to the total cost of the project.  Likewise, if your church received some sort of discount on materials, we would still need to record the full cost of the materials.  Again, we’re interested in the actual value of the project, not necessarily how much was paid for it.  There’s a spreadsheet on our treasury website that you can use as a template to organize the costs for your projects.Having said all this, the main things I’ll need is all the invoices attached to your project as well as a copy of the checks that you used to actually pay the vendors.  If I have these things, I can organize and figure out the cost of the actual project.  So save all documentation related to your building project!  



4. Plan Going Forward
• Preliminary online form sent in November
• Follow up if needed in December
• Deadline:  January 15, 2022
• We need a ‘No’ response if no improvements were 

made.  We cannot assume that non response is a ‘no’

Presenter
Presentation Notes
Me or someone from the team will email you a short questionnaire.  For many of you, this will be all that is needed.  You just need to simply state that no building improvements were completed in 2021 and that’s it.  You’ll never hear from me again.  For those that did have significant building projects, you’ll just indicate that on the questionnaire and I’ll reach out to you in the next few weeks to follow up.  If your project is reportable I’ll just ask you for the information I just told you before:  invoices, copies of checks, and some questions if materials and labor were donated.  The last thing I’d like to say on this section is that we do require a response from all churches.  We are not allowed to assume that just because you don’t respond that you didn’t have any improvements done to your church.  We need documentation that expresses that work was or was not done.  If you’re simply not sure if improvements were done to your church, simply mark on the questionnaire that improvements were done and I’ll contact you and we can figure it out together.



Questions
Nick Perez | Associate Treasurer

nperez@sccsda.org
818-546-8472

mailto:nperez@sccsda.org


Employee 
vs 

Independent Contractor

Presenter
Presentation Notes
The IRS recently put out a new release warning business owners to correctly identify workers as employees or to correctly identify them as independent contractors.  If a business owner misclassified an employee as an independent contractor then that business can be held liable for their share of employment taxes for that worker plus any fees and interest that may apply for paying late and no one wants that.  In this presentation I’ll break down who should be paid as a w2 employee and who should be paid as a 1099 contractor in your church



According to the IRS, in order to correctly classify a worker as 
either an employee or contractor, you have to look at the 
relationship between the worker and the business



Behaviour Control
• Does the church control what the worker does
• Does the church control how the worker does the job?

Presenter
Presentation Notes
There are three categories to consider:  First is behavioral control:Meaning, does the church control what the worker does? and Does the church control how the worker does their job?For example, most government workers tend to be employees since the government usually has a set way of doing things and therefore their workers must follow a specific process.  The government is controlling what the worker does and how they do it.Or another example would be if a church dictates their musicians to play a specific set of songs in a specific way and to wear specific attire and to work at certain times.  In this case, the musicians would be considered employees from a behavioral control perspective since you are controlling what the musician does and how they do it.  On the other hand, let’s say the church’s AC broke down and you hire someone to fix it.  You don’t know anything about fixing an AC unit, so you trust the worker you hired to use their expertise to get the job done.  In this case the hvac professional would be a contractor because you’re not really controlling what they do and how they do it, those individuals are considered contractors.



Financial Control
• Does the business control the financial aspects of the 

worker’s job?
• Are there business aspects of the worker’s job controlled

by the business?
• Contractors are generally not reimbursed for job expenses 

unless agreed on in the contract

Presenter
Presentation Notes
The second category to consider when deciphering if your workers should be w2 employees or 1099 contractors is financial controlMeaning, does the business control the financial aspects of the worker’s job?  Are there business aspects of the worker’s job controlled by the business.For example, you may be hiring for an admin assistant at the church and have decided that you’re going to pay this person $20 per hour, so the candidates that you are interviewing are already aware of the compensation you’re offering.  You are essentially controlling the financial aspect of the position.  Furthermore, it is agreed that the assistant will have to go to the store sometimes and pick up office supplies like ink or paper that you will reimburse them for.  Again, in this capacity, you are controlling the financial aspect of the worker and they should be considered an employee.On the flipside, contractors generally set their own prices and business owners can either accept or reject those prices.  Granted price negotiations do happen but is usually led by the contractor’s pricing methods.  Also, for the most part, contractors are not reimbursed for job expenses unless agreed on in the contract.  So if you hire a photographer, the photographer will set their own fee and you wouldn’t be required to buy the camera they used to complete the job.  Though they may require you to cover the cost of gas if travelling to a location, but all of this is the photographer or contractor controlling the financial aspect of the work.  



Relationship Between the Worker and the 
Business

 Are there any written contracts?
 Who is preparing the contracts?
 Are there any employee benefits?
 Will the relationship continue and is the work performed a key 

aspect of the business?

Presenter
Presentation Notes
The third category to considered with 1099 vs w-2 is the relationship between the worker and the business. Meaning, are there any written contracts?  Who is preparing the contracts?  Employment contracts versus service contracts?  Are there any employee benefits like health insurance or pension plans provided?  Also, will the relationship continue and is the work performed a key aspect of the business?



Contract
 If you, as the business orner are requiring a worker to sign a 

work contract with your company’s policies and procedures, 
then that worker is an employee

 Control is the #1 factor
 If a worker is wanting you to sign their contract, then they are 

the one in control of the relationship

Presenter
Presentation Notes
There is a lot to think about with the relationship aspect, but let’s start with the contract:If you, as the business owner are requiring a worker to sign a work contract with your company’s policies and procedures then that woker is an employee.  Remember, when it comes to determining an employee versus a contractor, Control is the #1 factor Having someone sign your contract demonstrates that you are the one in control of the relationship.If a worker is wanting you to sign their contract, then they are the one in control of the relationship. 



Contract
 If you, as the business owner are requiring a worker to sign a 

work contract with your company’s policies and procedures, 
then that worker is an employee

 Control is the #1 factor
 If a worker is wanting you to sign their contract, then they are 

the one in control of the relationship

Presenter
Presentation Notes
There is a lot to think about with the relationship aspect, but let’s start with the contract:If the church is requiring a worker to sign a work contract with church policies and procedures then that worker is an employee.  Remember, when it comes to determining an employee versus a contractor, Control is the #1 factor Having someone sign your contract demonstrates that you are the one in control of the relationship.If a worker is wanting you to sign their contract, then they are the one in control of the relationship. 



Benefits
Businesses simply don’t offer benefits to contractors

Presenter
Presentation Notes
Next are the benefits:  This one is pretty straightforward:  The church simply does not offer benefits to contractors.  The church only offers benefits like paid vacation and insurance to employees.



Continuing Relationship
 Contractors have a very specific job to do and once that job is 

complete, their relationship with that business is also over

Presenter
Presentation Notes
Lastly, will the relationship continue once the work is done? For the most part, contractors have a very specific job to do and once that job is complete, their relationship with that business is over.  For example, when you hire a construction worker, they help you with a specific building project and then they’re out of there.  They don’t continue to work for you past the initial project, they are just a contractor, but when you hire a youth pastor and they pastor a number of kids, they are there on an on-going basis, even if a set of kids graduate and leave the church.  Which can help answer the question:  Is the worker’s role a key aspect of the business?  When thinking about what services and products you sell, is the work performed by the individual necessary to provide the services, well in a church, yes pastors are a key component of that business.  Someone fixing the AC not so much.  It’s important but not necessary to the day-today operations.



Summary
• Steep penalties for misclassifying workers
• For independent contractors, have them fill out a W-9.  

• File 1099 by January 31st 2022

• Contact Deanna for the necessary forms for employees.  

Presenter
Presentation Notes
In a nutshell, these are the things to consider when deciding whether an employee is a contractor or an employee.  Employees are costly and require much more administrative work which may incentivize a church to classify worker as an independent contractor rather than an employee.  You may want the control of an employee but not the additional tax costs to have an employee.When paying a contractor, your only requirement is to file form 1099 by January 31st and this form only reports the contractor’s name and the total amount paid to them from your church.  There isn’t a payroll tax component like with having with an employee.  When you hire an employee, there are certain taxes that the employee is responsible for filing and paying:  Social security , medicare, and unemployment taxes.  These taxes must be paid quarterly and reported on federal form 941.  There is also an annual form that must be filed:  Form 940.  You also have to withhold the employee’s share of FICA and income taxes.  It’s understandable that churches want to save the conference money by classifying employees as contractors but please do not misclassify workers!  As I stated before, the IRS is cracking down on this type of behavior and getting this wrong could be extremely costly.That being said, make sure that workers are classified correctly.  If you have any questions on the matter, please contact Deanna in Human Resources.  She’s a wealth of knowledge in this matter.  In either case, whether it’s an employee or contractor, you’ll need to keep track of who you’re paying and how much.  



INCORRECT TIME SHEET 
ERRORS IN TIME SHEET

1: NO EMPLOYEE SIGNATURE
2: WORK HOURS ENTERED  THEN 
THE WORD SICK IS WRITTEN IN ON 
THE SAME LINE
3: EMPLOYEE WORKED PART OF THE 
DAY AND WENT HOME SICK 
EMPLOYER WROTE IN SICK
4: WORK HOURS ENTERED THEN 
VACATION IS WRITTEN ON THE 
SAME LINE
5: WORK HOURS ENTERED BUT ON 
THE “OTHER COLUMN” EMPLOYEE  
IS ENTERED S6.5
6: NO SUPERVISOR SIGNATURE
7: EMPLOYEE DID NOT TAKE A 
LUNCH. 



CORRECT
TIME 

SHEET



PAYROLL SCHEDULE
• Timecards are due on Monday by 5:00pm

• Timecards are due by 10:00am on Sunday if Monday is 
a Holiday

• Timecards are due by 3:00pm on Friday if  possible but 
no later than 10:00am on Sunday if the Holiday falls 
midweek



Honorariums



Church Remittance

• Remittance Reports are due in the 
Conference Office by the 10th of each 
month.  Payment is due when reports are 
submitted.

• If your church does not use Jewel please 
email your report to me at 
rsmith@sccsda.org

• Each month when you receive the 
Remittance Statement 122100 please 
review.  If there is a discrepancy contact me 
quickly so I can make corrections and clear 
the account.

• The offering codes for each week are on 
our web site 
https://scc.adventist.org/administration/tre
asury 

mailto:rsmith@sccsda.org


SCC 
WEBSITE

https://scc.adventist.org/


CONTACT 
INFO

payroll@sccsda.org
(818)546-8470 Robin Smith
(818)546-8477 Claudia Stylc
nperez@sccsda.org
(818)546-8472 Nick Perez

mailto:payroll@sccsda.org
mailto:nperez@sccsda.org


Questions?    
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