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Employee Considerations

Independent Contractors and Unemployment Compensation (UC)

Employers may engage independent contractors to provide services to their 
clients and/or themselves. These self-employed individuals normally provide 
these same services to other individuals or organizations and are free from 
the direction and control of the employer to whom they have contracted. True 
independent contractors cannot file a claim for unemployment benefits since 
no employer reports the payments made for these services as covered wages 
under state or federal unemployment laws.

Each state has its own regulations and guidelines to determine whether any 
specific contract worker qualifies as an independent contractor. Employers must be careful to comply with this distinct 
interpretation in the states where they use such workers. Employers should contact the appropriate state agency and 
request a copy of their interpretation of independent contractor status.

Refusal of Suitable Employment

As businesses grow and change, employment needs also change. At times, employers may choose to reassign workers 
from one job to another or change scheduled work hours and/or location of employment.

If an employer offers an employee a reasonable employment alternative (such as similar hours, pay, and a practical 
location) and the employee refuses the job offer, the employer should promptly inform the state agency of the specifics 
of the refusal. Refusal of suitable employment by claimants for unemployment benefits is a serious matter. The penalty in 
most states for refusing a job is an indefinite disqualification for UC.

Employment Separations

An employment separation is when an individual’s employment ends for any reason, such as lack of work, voluntarily 
quitting, termination, or discharge. An employee who voluntarily leaves employment without good cause will be 
disqualified from receiving unemployment benefits. Alternatively, when an employee leaves employment for a 
good cause the employee may qualify for benefits. Depending on the issue, where a worker is attempting to receive 
unemployment benefits, the state unemployment agency will assign the moving party with the burden of proving 
whether the separation was for a good cause. In lack of work and discharge situations, the employer would be the moving 
party. In voluntary quitting situations, the employee who quits would be the moving party.

Recording Separations

Employers must record the precise reasons for a separation by detailing events leading up to the separation. This form of 
documentation (a separation notice) provides a useful record for the employer in the following ways:

• Separating employees should be informed as to exactly why their employment ended. Employers in most 
circumstances should provide a copy of the separation notice to the separating employee and request 
acknowledgment of receipt in writing.

• Supervisors can be made aware that their performance, as related to the separation, is partially reflected in the 
notice.

• An accurate separation notice will enhance the employer’s position if a dispute develops regarding a claim for 
unemployment benefits. A copy of the notice should be placed in the employee’s personnel file.
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