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MTA Guidance To Local Associations Regarding the Appropriate Handling of Local
Officer and Employees Salary Payments

As a result of recent requests for legal services and discussions at MTA meetings, we are aware
that MTA locals have different practices in the treatment of officers and other individuals who
perform compensated services for locals. Some locals treat these individuals as independent
contractors, and other locals treat them as employees. After a careful review of current Internal
Revenue Service (IRS) law with a tax attorney, MTA is advising its locals that officers and other
members who are compensated for services should be treated as employees, whether or not the
local is incorporated, whatever the amount of compensation they receive and whether or not the
compensation is provided by salary, stipend or dues forgiveness.
We understand that implementing this advice will involve some MTA locals in new
procedures and expenditures. This memo is designed to help you understand the legal
requirements, which involve (1) paying taxes and (2) securing workers’ compensation
insurance. We are also providing suggestions for meeting those obligations. One option for
locals is to engage a payroll services firm. MTA has arranged for Automated Data
Processing (ADP) to provide locals with the needed payroll services at a discount. Advice
and assistance on workers’ compensation insurance is available from Educators Insurance
Agency (EIA). Details on how to get help from ADP and EIA follow later in this memo.
How your local deals with taxes for persons who provide services to the local depends on
whether the person is an employee or an independent contractor. The IRS distinguishes
between employees and independent contractors on the basis of control. To assist organizations
in making this distinction, it has published its guidance in, among other things, Employer’s Tax
Guide (Circular E) (available on the Web at http://www.irs.gov/pub/irs-pdf/p15.pdf) and
Employer’s Supplemental Tax Guide (Publication 15A) (available on the Web at
http://www.irs.gov/pub/irs-pdf/p15a.pdf).
Publication 15A states the general rule: “… an individual is an independent contractor if you,
the person for whom the services are performed, have the right to control or direct only the result
of the work and not the means and methods of accomplishing the result.” It then discusses
various factors that illustrate either the control or independence of the worker. For instance, if the
worker is subject to instructions, is guaranteed a specific amount of compensation and is a key
player in the regular business of the entity, he or she is more likely to be an employee. On the
other hand, if the worker can make his or her services available to the general public, may realize
a profit or loss and is hired for a specific project, the worker is more likely to be an independent
contractor.
Applying these concepts to MTA local officers and local members compensated for services to
the local leads us to conclude that, in most instances, the IRS would consider such officers and
other paid members to be employees of the local. In addition, Publication 15 specifically states:
“An officer of a corporation is generally an employee: however, an officer who performs no
services or only minor services, and neither receives nor is entitled to receive any pay, is not
considered an employee.” Publication 15A speaks specifically about nonprofits. It says that

nonprofits are not exempt from withholding except that if an employee of a nonprofit receives
less than $100 during a calendar year, such wages are not subject to withholding for Social
Security and Medicare. Employees who receive less than $50 in a quarter do not need to pay
federal unemployment taxes for that quarter.
The bottom line is that if a person is treated as an independent contractor without reasonable
basis for so doing and the IRS takes the position that such person is an employee, the employer is
liable for all of the taxes discussed in these IRS publications and could, in some instances, also
be subject to penalties. MTA Legal Services will provide legal assistance to any local facing an
inquiry from the IRS.
Based on the above, we advise you to comply with the legal requirements that apply to your local
as an employer by withholding federal income taxes, Social Security, Medicare and
unemployment taxes. This obligation does not apply to full-time release officers whose salary is
being paid by the school district with reimbursement by the local.
Treating officers and other committee members as employees of the local requires locals to act
as a paymaster and perform payroll related accounting functions. These include:
•
•

•
•
•
•

Withholding federal income taxes, state income taxes, Social Security and Medicare
taxes from employees’ pay checks.
Paying federal and state unemployment taxes. (There is a federal credit available for
payments made to a state unemployment system. Therefore, the Commonwealth’s
Division of Unemployment Assistance should be contacted at the time payroll
deductions begin.)
Paying the employer’s share of Social Security and Medicare taxes. (The Medicare tax
exemption for persons who started teaching prior to 1986 applies to employment by
school districts, but not to employment by one of our locals.)
Remitting these taxes to the proper federal and state authorities when due.
Preparing and providing an annual W-2 tax statement to all employees and the proper
federal and state taxing authorities.
Obtaining workers’ compensation insurance coverage.

There are many resources online where you can research what is necessary to set up a payroll
function within your local association. Helpful information on payroll can be found on the
following pages of IRS and Commonwealth of Massachusetts Web sites:
http://www.irs.gov/businesses/small/article/0,,id=172179,00.html
http://www.mass.gov/?pageID=mg2subtopic&L=4&L0=Home&L1=Business&L2=Taxes+%26
+Reporting&L3=Payroll+Taxes&sid=massgov2
Alternatively, you can elect to obtain advice from a small accounting practitioner who may also
provide payroll services.

As noted earlier, MTA has contacted Automated Data Processing (ADP), an established payroll
service company, which is willing to work with our locals through its small business services
division. MTA has been using ADP for its payroll for a number of years and recommends their
services. ADP has offered our locals special package pricing for processing payroll, including
payroll checks, tax filings and deposits and annual W-2 preparation. Attached is the pricing
offered to locals that decide to participate in this program. Due to the complexity of payroll, we
strongly suggest you take advantage of this option. The ADP contact who will assist you with
your set up and related questions is Jana Abramson, Relationship Manager, ADP Small Business
Services. Her contact information follows:
Phone:
Cell Phone:
Email Address:

781.622.3327
617.875.6552
jana_abramson@ADP.com

Educators Insurance Agency has proudly served the insurance needs of MTA members since
1995 and is available to assist locals in obtaining workers’ compensation insurance for officers
and other members who are employees of the local. MTA issued a memorandum to locals in
2002 advising that “a local association affiliated with MTA has a legal obligation to carry
workers’ compensation insurance for officers and agents of the local who are compensated for
work done on behalf of the local, whether that compensation takes the form of a stipend, salary
and/or dues forgiveness in lieu of payment.” To obtain assistance from EIA, call 888.908.6822.
Finally, we would remind you that payroll taxes, payroll services and insurance are reimbursable
expenses under MTA’s Local Office Support Policy.
If you have any questions, please feel free to contact Kathleen Conway, Director of Finance and
Accounting, at 617.878.8309.

Att: ADP Proposal for MTA Locals

Prepared by:
Jana Abramson
Associate Sales Manager
ADP
225 Second Ave.
Waltham, MA 02454
(781)622-3327 (phone)
(781)839-6727 (fax)

*Proprietary and Confidential*

EXECUTIVE FEATURE SUMMARY
PAYROLL OUTPUT EXPECTATIONS
Every Payroll

•

Paychecks and Register

•

Tax and Department Summaries

•

Payroll Worksheet

•

Employee Listing of Changes and New Hires

•

Various Optional Reports provided at NO CHARGE

Every Quarter

•

Payroll Recap Report

•

Wage and Tax Register

•

Employee Earnings Records

•

Statements of Deposits and Filings, done on your behalf

Year-End

•

8.5” x 11” laser-printed Employee Earnings Summaries- W-2’s

•

Federal, State and local recaps

•

Statements of Deposits and Filings, done on your behalf

*Proprietary and Confidential*

Proposal
Employees
Quarterly Payroll

Per
Quarter

INCLUDES
Payroll & Taxes
Payroll Checks
Tax Filings and deposits

$95.00

Mail Delivery

$2.00

Data Access Suite
Electronic Reports
Data Export

Included

TOTAL PACKAGE PRICING

$97.00

Year End Information
$30.00 Base Plus $5.40 per W-2

*Proprietary and Confidential*

To:
From:
Date:
Re:

Workers’ Compensation Insurance – MTA Local Association Employees

Please complete the enclosed application to secure a Workers’ Compensation quote. The cost of
coverage is based on the type of business, number of employees and estimated annual payroll.
Be sure to include a list of the employees to be covered – including their name, title, annual
compensation and duties. Once completed, forward the application and employee listing to
Educators Insurance Agency, 440 Lincoln Street, Worcester, MA 01653.
Once we have secured a quote and you have approved it, a policy will be issued. The premium
will be billed to you in four (4) installment payments.
If you have any questions or need additional information please call EIA at 888.908.6822.

Phone: 1-888-908-6822
Fax: 1-508-926-5810
Educators Insurance Agency, Inc.
440 Lincoln Street
Worcester, MA 01653

Local Education Association Name:
Contact Person Name:
E-mail:

Positions to be covered under the Workers’ Compensation Plan and corresponding total annual
compensation for each position. (Note: we will need the title, name, compensation and duties
specifically of the President, Vice President, Treasurer, Recording Secretary and Corresponding
Secretary.)

President:

$

Vice President:

$

Treasurer:

$

Rec. Secretary:

$

Corr. Secretary:

$

Prof. Rights Chair:

$

Negotiations Chair:

$

Membership Chair:

$

Scholarship Chair:

$

Social Chair:

$

Political Action Chair:

$

Total Compensations:

$

