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Worker Classi�cation Settlement: IRS
o�ers relief to employers from past
payroll taxes
The Internal Revenue Service has expanded its Voluntary Classi�cation Settlement
Program (VCSP), paving the way for more taxpayers to take advantage of this low-
cost option for achieving certainty under the law by reclassifying their workers as
employees for future tax periods.
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The Internal Revenue Service has expanded its Voluntary Classi�cation Settlement
Program (VCSP), paving the way for more taxpayers to take advantage of this low-
cost option for achieving certainty under the law by reclassifying their workers as
employees for future tax periods.

The IRS is modifying several eligibility requirements, thus making it possible for
many more interested employers, especially larger ones, to apply for this program.
Thus far, nearly 1,000 employers have applied for the VCSP, which provides partial
relief from federal payroll taxes for eligible employers who are treating their workers
or a class or group of workers as independent contractors or other nonemployees
and now want to treat them as employees.

Businesses, tax-exempt organizations and government entities may qualify.

Under the revamped program, employers under IRS audit, other than an
employment tax audit, can qualify for the VCSP. Furthermore, employers accepted
into the program will no longer be subject to a special six-year statute of limitations,
rather than the usual three years that normally applies to payroll taxes.

These and other permanent modi�cations to the program are described in
Announcement 2012-45 and in questions and answers, posted on IRS.gov.
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Normally, employers are barred from the VCSP if they failed to �le required Forms
1099 with respect to workers they are seeking to reclassify for the past three years.

However, for the next few months, until June 30, 2013, the IRS is waiving this
eligibility requirement. Details on this temporary change are in Announcement 2012-
46.

To be eligible for the VCSP, an employer must currently be treating the workers as
nonemployees; consistently have treated the workers in the past as nonemployees,
including having �led any required Forms 1099; and not currently be under audit on
payroll tax issues by the IRS. In addition, the employer cannot currently be under
audit by the Department of Labor or a state agency concerning the classi�cation of
these workers or contesting the classi�cation of the workers in court.

Interested employers can apply for the program by �ling Form 8952, Application for
Voluntary Classi�cation Settlement Program, at least 60 days before they want to
begin treating the workers as employees.

Employers accepted into the program will generally pay an amount effectively
equaling just over one percent of the wages paid to the reclassi�ed workers for the
past year. No interest or penalties will be due, and the employers will not be audited
on payroll taxes related to these workers for prior years.

Employers applying for the temporary relief program available for those who failed
to �le Forms 1099 will pay a slightly higher amount, plus some penalties, and will
need to �le any un�led Forms 1099 for the workers they are seeking to reclassify.

More information is available at the IRS website.

Firm Management  • IRS  • Payroll  • Payroll Taxes  • Small Business  • Taxes

CPA Practice Advisor is registered with the National Association of State Boards of Accountancy
(NASBA) as a sponsor of continuing professional education on the National Registry of CPE
Sponsors.

© 2024 Firmworks, LLC. All rights reserved

Hello. It looks like you’re using an ad blocker that may prevent our website from
working properly. To receive the best experience possible, please make sure any blockers
are switched off and refresh the page.

If you have any questions or need help you can email us

http://www.irs.gov/irb/2012-51_IRB/ar17.html
http://www.irs.gov/formspubs/article/0,,id=242970,00.html
http://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/Voluntary-Classification-Settlement-Program
https://www.cpapracticeadvisor.com/section/firm-management/
https://www.cpapracticeadvisor.com/section/irs/
https://www.cpapracticeadvisor.com/section/payroll/
https://www.cpapracticeadvisor.com/section/payroll-taxes/
https://www.cpapracticeadvisor.com/section/small-business/
https://www.cpapracticeadvisor.com/section/taxes/
mailto:info@cpapracticeadvisor.com

