
  SECTION FIVE 
 

FEDERAL AND STATE REQUIREMENTS TO BECOME A VENDOR 
FISCAL/EMPLOYER AGENT ISO 

 
 

 
 
5.1  Overview 
 
  

There are a number of federal and state requirements that an organization must 
fulfill in order to operate as a Vendor Fiscal/Employer Agent under Section 3504 of the 
IRS code and IRS Revenue Procedure 70-6.  The following describe these requirements. 
 
 
5.2   Federal Tax Requirements 

 
 

An organization must fulfill the federal requirements pertaining to employer 
agents under Section 3504 of the IRS code and Revenue Procedure 70-6 in order to 
operate as a Vendor Fiscal/Employer Agent.  A copy of these two documents is included 
in Appendix C and D, respectively.  In addition, a summary of the federal IRS forms 
related to Vendor Fiscal/Employer Agents and the filing of federal employment taxes are 
included in Appendix E.   A good web site for IRS information, publications, and forms 
is www.irs.gov. 
 

It should be noted that all correspondence with the U.S. Internal Revenue 
Service should be sent return receipt requested.  Otherwise, a Vendor Fiscal/Employer 
Agent will have no proof that it has submitted the required information to the Service.  It 
should be noted that the IRS frequently misplaces documentation it receives through the 
U.S. Mail. 
 
5.2.1   Obtaining a Separate Federal Employer Identification Number  

(FEIN) 
 

An organization that wishes to become a Vendor Fiscal/Employer Agent must 
obtain a separate Federal Employer Identification Number (FEIN) for the sole purpose of 
filing federal tax forms for the individuals it represents.  An Agent obtains its separate 
FEIN by filing an IRS Form SS-4, Application for Employer Identification Number and 
Instructions.  An example of a semi-completed IRS Form SS-4 for an Employer Agent 
requesting a separate FEIN is included in Appendix F. 
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http://www.irs.gov/


5.2.2 Obtaining IRS Approval to be a Fiscal/Employer Agent 
 
A Vendor Fiscal/Employer Agent must file an IRS Form 2678, Appointment of 

Agent, for each individual it represents.  The form should include the Agent’s separate 
FEIN and the individual’s FEIN.  The IRS Form 2678 must be accompanied by a letter 
requesting authority to do all that is required of the employer for wages paid on the 
employer’s behalf.  The Form 2678 and the request letter must be sent to the Director of 
the IRS Center where the Agent files its returns for the individuals it represents.  An 
example of a semi-completed IRS Form 2678 and instructions is included in Appendix G. 
 

It should be noted that an Agent may prepare one letter of request for a batch of 
IRS Forms 2678.  The Agent should list in the body of the letter the names of all of the 
individuals whose forms are being submitted.  A Vendor Fiscal/Employer Agent must 
have a system and a written policy and procedure for preparing, submitting, and tracking 
IRS Forms 2678 and letters of request submitted to the IRS.  A similar procedure also 
should be developed for the receipt of IRS approvals.  A copy of the IRS approval letter 
should be maintained in each individual’s files at the Agent.   
 

If the Agent has not received IRS approval for a particular individual or group of 
individuals 45 days after the request was submitted to the Service, Agent staff should 
follow-up with the Service and resubmit the appropriate documentation. 
 

There may be circumstances where an Agent no longer represents an individual as 
his/her Agent.  In these cases, the Agent must contact the IRS and inform the Service of 
this change in status so the Service can terminate the Agent authorization for the 
individual.  The instructions for doing this are included in IRS Revenue Procedure 70-6.  
An Agent must prepare and submit a letter of termination of an authorization to the 
Director of the Service Center where the IRS Form 2678 was submitted and from which 
approval was received.  Notice of termination is considered given when mailed by the 
Director or when received by the Director from the Agent.  All documentation and 
correspondence should be maintained in an individual’s file at the Agent’s office.  The 
Agent should have a system and a written policy and procedure for terminating Agent 
authorization. 
 
 
5.3    State Tax Requirements 
 
 

There are a number of state requirements that an organization must fulfill in order 
to operate as a Vendor Fiscal/Employer Agent in Pennsylvania.  A summary of the state 
forms related to Vendor Fiscal/Employer Agents and the filing of state employment taxes 
are included in Appendix H.  Good web sites for state tax and insurance information are 
as follows: 
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Department of Revenue  
     State Income Tax    www.revenue.state.pa.us 
 
Department of Labor and Industry  
     State Unemployment Insurance Tax www.dli.state.pa.us 
       
      New Hire Reporting   www.newhires.com 
 
State Workers Compensation Insurance 

                  Fund (SWIF)    www.dli.state.pa.us 
 
 
5.3.1 Registering and Obtaining a PA Employer Withholding  

 Account and State Unemployment Insurance Registration Numbers 
 
In order for an a Vendor Fiscal/Employer Agent to file state income and/or 

unemployment taxes for an individual’s support service workers, the Agent must file a 
PA-100, Enterprise Registration Form.  An example of a semi-completed PA-100 is 
included in Appendix I.   Filing this form enables an Agent to obtain an eight digit PA 
Employer Withholding Account Number from the State Department of Revenue and a 
seven digit State Unemployment Insurance Registration Number from the State 
Department of Labor and Industry.     
 

The PA Employer Withholding Account Number is used to identify the individual 
employer to the Department of Revenue and to complete the relevant state income tax 
withholding forms on an ongoing basis. 
 

The Agent files a PA-100 for unemployment tax filing purposes when the 
individual employers’ support service workers gross wages in the aggregate are $1,000 or 
more in a calendar quarter.  When this occurs, the Agent should report the date when 
each support service worker was first hired and pay state unemployment tax back to the 
date of hire or to the beginning of the calendar year, whichever comes first.  
 

Federal income tax withholding is optional for domestic service workers.  The 
Commonwealth of Pennsylvania follows the federal government leaving state income tax 
withholding up to the discretion of the employer and the employee.  However, it is 
recommended that Agents withhold federal and state income taxes for an individual’s 
support service workers so there is no confusion at tax time of what is owed.  If an Agent 
decides not to withhold federal and state income taxes for an individual’s support service 
workers, the Pennsylvania Department of Revenue (PA DoR) recommends that the Agent 
get a signed statement from the support service worker.  This statement should state that 
the worker understands and agrees that federal and state incomes taxes are not to be 
withheld from his/her wages and it is his/her responsibility to pay them in accordance 
with PA DoR rules and regulations. 
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If an individual/representative does not withhold PA income taxes for his/her 
support service worker, and it is reasonably expected that his/her worker will receive 
more than $8,000 of PA taxable income in a particular calendar year, the worker must 
make a declaration of estimated taxes.  The worker must then pay the estimated PA 
income tax in quarterly installment payments. These payments must be made by April 
15th, June 15th, September 15th, and January 15th each year.  The estimated installment 
payments will be the worker’s estimated income multiplied by 2.8 percent and divided by 
four.  If the total estimated tax is $300 or less, the support service worker may make one 
payment by January 15th.  The worker must complete a PA-40ESR, Estimated 
Withholding Income Tax – 1st Filer Coupon, and the DoR will send the worker a coupon 
book to make the quarterly estimated payments. 

 
Pennsylvania has a Special Tax Forgiveness provision for individuals with income 

below certain levels.  The amount of forgiveness varies by amount of income (e.g., from 
$6,500 to $8,500 for a single individual).  It should be noted that if a worker receives 100 
percent of the Special Tax Forgiveness, he/she would not be required to make estimated 
payments. 

   
5.3.2 Obtaining an State Unemployment Compensation Power of Attorney  

 
In order for an Agent to file a Form PA-100 and other unemployment tax 

forms on behalf of an individual, the Agent must file a Form UC-884, Unemployment 
Compensation Power of Attorney Form and obtain a power of attorney for unemployment 
purposes.  A copy of the form is included in Appendix J.  This form must be completed in 
the following manner and notarized: 
 
Line 1 Name of individual receiving the services (i.e., the  “household 

employer”) 
 
Line 2 Account number should be left blank unless the Enterprise Registration 

Number was obtained for income tax withholding purposes (see above). 
 
 For “Type of Entity,” the term “sole proprietor” should be inserted. 
 
Lines 3 & 4  Above “Employer’s Business Address, City, State and Zip Code,” the 

individual’s information should be inserted. 
 
Line 5 Leave Blank 
 
Line 6  Above “Attorney-in-Fact” should be the representative’s or Vendor 

Fiscal/Employer Agent’s name. 
 
Line 7 Above “Attorney-in-Fact Mailing Address, City, State and Zip Code” put 

the representative’s or Vendor Fiscal/Employer Agent’s information. 
 
Box 1 Check this box if the representative or Vendor Fiscal/Employer Agent will 

be managing all the unemployment insurance tax forms and billings. 
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Box 2 Check this box if the representative or Vendor Fiscal/Employer Agent will 
be receiving and managing unemployment benefits forms. 

 
At the time of notarization: 
 
Line 8  Date. 
 
Line 9  The individual’s signature should go above the line “Signature-Authorized 

Representative of the Employer.” 
 

The representative or Vendor Fiscal/Employer Agent’s signature should 
go above the line “Signature-Authorized Representative of the Attorney-
in-Fact.” 

 
Line 10  First Title line should have “household employer” inserted.   

The Second “Title” line should have the title “IRS Employer Agent” when 
the Vendor Fiscal/Employer Agent is preparing the taxes on the 
individual’s behalf. 

 
 


	An organization that wishes to become a Vendor Fiscal/Employer Agent must obtain a separate Federal Employer Identification Number (FEIN) for the sole purpose of filing federal tax forms for the individuals it represents.  An Agent obtains its separate
	A Vendor Fiscal/Employer Agent must file an IRS F
	
	Department of Revenue
	Department of Labor and Industry
	State Workers Compensation Insurance

	In order for an Agent to file a Form PA-100 and other unemployment tax
	forms on behalf of an individual, the Agent must file a Form UC-884, Unemployment Compensation Power of Attorney Form and obtain a power of attorney for unemployment purposes.  A copy of the form is included in Appendix J.  This form must be completed in


