Distinction Between An Employee And An Independent Contractor 
For Persons Working At Vancouver Island University
The distinction between an employee and a self-employed individual is a question of fact.  The tests developed by the courts to determine the nature of the relationship are:

1. Control Test - the degree of control over not only what is to be done but how it is to be done, though in the case of professionals or highly skilled individuals, control over how work is performed is difficult and, therefore, this test is in itself inconclusive.

2. Integration Test – looks to whether his/her work forms an integral part of its over all business.  If other individuals are remunerated for similar work through payroll, the payment to the individual must be through payroll as well.

3. Economic Reality Test – an individual is less likely to be an employee if he/she bears risk of loss or has a chance of profit.

4. Specific Result Test - an individual who is engaged to ensure completion of specific work or a specific project on a flat fee basis.  Payment on a time basis tends to be consistent with employment. 

Teaching is an integral part of university activities, and, therefore, remuneration is generally made through payroll.  However, in certain circumstances it is appropriate to treat the individual as an independent contractor.  Some of the factors which provide evidence of a contract for service are as follows:

i. Single lecture or a seminar where there is no ongoing relationship with the individual in this capacity, and where VIU does not control the content of the delivery other than with respect to topic.

ii. Instructor provides own facilities and equipment and has other clients using his/her services.  VIU does not control the delivery content.

iii. An organization or a business is engaged to provide the service and is free to send any one individual to teach.  This is a difficult area to administer.  An unincorporated business may be a proprietorship or a partnership of two or more individuals.  If we are hiring a particular individual we have to ignore the fact that the person is self-employed.  Coordinators or managers have the responsibility to ensure that this guideline is followed. 

iv. Single non instructional activity performed by an individual for a fixed fee without the use of VIU resources. The activity must be unique and must be unlike any activity, which is remunerated on a salary basis to other VIU employees. 

v. Curriculum development or research performed by an individual for a third party on a fixed fee basis without the use of VIU resources.

Failure to meet our responsibilities under the Income Tax Act can lead to penalties, interest and liability for Tax, CPP and EI. 

If an individual disagrees with a decision that payment must be made through payroll, he/she can seek a ruling from Canada Revenue Agency.  Forms are available from Director of Finance.  If the ruling indicates that the individual can be treated as a contractor, we will apply the change retroactively so that the individual will be refunded appropriate deductions.

If it is determined that an individual is an independent contractor, it is important that a purchase order is in place, and that payments are made on the basis of an invoice. 

Honoraria payments are sometimes used for token payments of appreciation to individuals performing services for no remuneration. The maximum payment that may be made under the honoraria category is $ 500.  Payments greater should be categorized as fee for service and are subject to the above guidelines.  Honoraria payments to employees are processed through payroll.

Note:  A Limited Company (company that is incorporated) is not an individual.  Therefore, payments cannot be made through payroll. 
