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Credit(s) earned on completion of
this course will be reported to AIA
CES for AIA members.
Certificates of Completion for both
AlA members and non-AlA
members are available upon
request.
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This course is registered with AIA
CES for continuing professional
education. As such, it does not
Include content that may be
deemed or construed to be an
approval or endorsement by the
AlA of any material of construction
or any method or manner of
handling, using, distributing, or
dealing in any material or product.

Questions related to specific materials, methods,
and services will be addressed at the conclusion
of this presentation.
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Course
Description

This course will explore the various forms of virtual
architectural practice and how it differs from traditional
practice. Legal and insurance requirements will be
addressed, with special emphasis on issues related to
employment, licensing, and technology and ways to
manage them.

The course agenda is as follows:
The Experience of a Virtual Practitioner
Legal Requirements: Do They Differ?
Insurance & Technology Considerations

Wrap-up & Questions

ARED
/0

E
(e $>

WUy,



/27l /dd7d7ddd

Learning
Objectives

At the end of the this course, participants will be able to:

1.

Understand various forms of virtual architectural
practice.

Understand legal requirements for workers.

Understand some of the risks associated with
technology, policies and procedures to manage
them.

Understand the different types of insurance
coverage that should be considered.
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Virtual Architectural
Practice Model

09.12.2018
AIA PMKC | AIA Trust

Peter S. Macrae, AIA  Virtual Architectural Practice | An Alternate Reality




Post-Recession Necessity: Invention Offspring
Enabled by Technology

The Internet Phenomenon

Wireless = Siteless
Go To Meeting — Skype — Dropbox — WeTransfer — ShareFile

MARCHING WITH A DIFFERENT PERSPECTIVE
Virtual Architectural Practice Model
Peter S. Macrae, AIA



No Traditional Overhead or Fixed Expenses

No Rent: Home Office

No Payroll: 1099 Consultants - Not Employees
No Equipment: Printshop & Overnight Delivery

MARCHING WITH A DIFFERENT PERSPECTIVE

Virtual Architectural Practice Model
Peter S. Macrae, AlA



Classic World-Wide-Web Diagram

Nodes: Individual Skill Sets
Global Interconnectivity: Deep Structure “Grayed-Out”

Specific Connectivity Per Project: Surface Structure “Highlighted”

MARCHING WITH A DIFFERENT PERSPECTIVE

Virtual Architectural Practice Model
Peter S. Macrae, AlA



One Week to Establish

Domain Selected | Web Site Reserved: Go-Daddy
LLC Named: Attorney

Federal EIN: Attorney
Bank Account: Accountant
Finances: Accountant

MARCHING WITH A DIFFERENT PERSPECTIVE

Virtual Architectural Practice Model
Peter S. Macrae, AlA



What is Architectural Cash-Flow Work?

Retail | Restaurant Prototype Rollout
Design | Build T|l

Facility Assessment & Draw Verification

Financial Discipline
No Line of Credit Required

MARCHING WITH A DIFFERENT PERSPECTIVE

Virtual Architectural Practice Model
Peter S. Macrae, AlA



Current Makeup [+/- 7 Years]

Team 1 - Team 4: National Restaurant Chains
Team 5: International Corporate T|l

Team 6: One-of-a-Kind Projects

MARCHING WITH A DIFFERENT PERSPECTIVE

Virtual Architectural Practice Model
Peter S. Macrae, AlA



Incubator of Solopreneurs

No Employees
Everyone Does What They Do Best: No Work Outside of Skill Set

MARCHING WITH A DIFFERENT PERSPECTIVE

Virtual Architectural Practice Model
Peter S. Macrae, AlA



Opportunity

Post to Create Awareness: Be Found
Social Media Mindset

No Traditional Marketing
The Cell Phone Office

MARCHING WITH A DIFFERENT PERSPECTIVE

Virtual Architectural Practice Model
Peter S. Macrae, AlA



Model is Alive

Grows and Shrinks with Market Economy
Amorphous Amoeba
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Virtual Architectural Practice Model
Peter S. Macrae, AlA



What's Next?

Not About Legacy
Not About Creating a Firm to Sell
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Virtual Architectural Practice Model
Peter S. Macrae, AlA



LIFELONG

COLLABORATOR

MARCHING WITH A DIFFERENT PERSPECTIVE

Virtual Architectural Practice Model
Peter S. Macrae, AlA



AIATrust

Where smart architects
manage risk®


Presenter
Presentation Notes
Good afternoon, I’m Chuck Heuer from the AIA Trust LegaLine.

And I’m Kevin Collins with Victor O. Schinnerer & Company.

(Chuck) We’re both going to talk about some of the risks involved in a virtual practice – many similar to those in a traditional practice – and how best to address them.


AlA?

Where smart architects
manage risk

1. Identify Various Risks

)

2. Determine How to Avoid
or Manage Them

3. theAlATrust.com
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Presenter
Presentation Notes
(Chuck)
The AIA Trust, in its role as a risk management resources, works with experts to help identify current and emerging risks and determine how best AIA members can avoid or manage them.

Today, we’ll talk briefly about some of the legal and insurance requirements to consider in a virtual practice, especially employment, licensing, and technology issues and ways to manage them. 
 


DIFFERENT WAYS TO PRACTICE

Sole Practitioner
Employees but no office
Mixture of employees and contractors

Less: HR Responsibilities, Overhead
Costs, Commuting

More: Flexibility, Diversity, Family Time

Ongoing: Legal Requirements



Presenter
Presentation Notes
(Chuck)
There are numerous ways to practice virtually. 

For example, Peter is a member of an LLC - a separate entity from him personally, hiring only consultants/contractors. 

Other virtual practices hire employees without having office space, and some have a mixture of employees/contractors.

Several different kinds of virtual practice are described in the AIA Trust Guide to Virtual Practice.




CHALLENGES

Business Structure

Independent, Motivated, Self-starter, Employees

Adequate Insurance
Coverage

—



Presenter
Presentation Notes
(Chuck)
A virtual practice presents a number of challenges – many are similar to those experienced in any architecture practice and some are unique to a virtual practice.  For example:
The appropriate business structure must be determined, whether sole practitioner, partnership, or corporation – which will impact one’s exposure, insurance needs, and more.
Workers must be self-starters, motivated to work independently, if you are to be successful.
As always, it’s important to be sure your firm is adequately insured and consider employees as well as contractors in the coverage.
In addition, business development for the firm must be considered and  assigned (to someone or to many).  It can also be outsourced, at least in part.




MORE CHALLENGES
* Meetings & Communications with Workers

* Tracking State Business & Professional Registrations,
Continuing Education
Requirements

= Clarifying Roles &
Responsibilities



Presenter
Presentation Notes
(Chuck)
Organizing meetings and finding locations for them and ensuring adequate communications with employees requires more thought and planning than when practicing in a central office.

Since often virtual practice crosses state lines and even into various countries, it’s important to track accurately the appropriate professional licenses as well as business licenses for the firm and its workers, both employees and contractors.

Everyone needs to be clear on their own role and responsibilities – and about each others’. Often with less visual contact there can be less communication and understanding about jobs and expectations.


BUSINESS STRUCTURES

»= Sole Proprietorship

= General Partnership

= Co rpo ration a\ WS-
- Professional Corporation, PC <
- S or C Corps
- Limited Liability Company
or Partnership (LLC or LLP)



Presenter
Presentation Notes
(Chuck)
The appropriate business structure must be determined, whether sole proprietor, sole practitioner, partnership or corporation – which will impact exposure, insurance needs, and more.

A  “sole proprietor” is one “owner” with possibly many employees while a “sole practitioner” means there is only one worker.
General Partnerships are not recommended.
Corporations are either “C” corps or “S” corps.  
Professional corporations are generally designated “PC.”  They are usually “S” corps where all owners must be licensed professionals.



Important Risks to Consider

Misclassification of Employees vs. Contractors
Employee Liability Issues

Liability for Independent Contractors

Insurance Coverage Gaps, Increased Risk Exposure

Cyber Security



Presenter
Presentation Notes
(Kevin)  A virtual practice – like any architectural practice – may confront many risks. Some of them that we’ll focus on today are:
One of the largest risks – the misclassification of employees. While architects may hire "consultants" for various time periods to avoid putting them on the payroll, paying benefits, and withholding taxes – the designation is determined by law. If a worker is “reclassified” by the courts or the IRS, the employer faces significant costs.
In professional liability cases, courts will hold an employer liable for the acts of an independent contractor because the employer has a legal duty that may not be delegated to another. 
Professional liability policies should cover the entity, principals, & employees.  Some policies cover leased employees under direct supervision & control – but not independent contractors who may be working in a company that your firm hires. Attention must be given to insuring coverage gaps and risk exposures.
With the added emphasis on cyber-sharing & telecommunications, protecting your files and transactions is more important than ever – with your workers and when workers leave – to avoid serious risks to the firm.
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Misclassification of Employees vs. Contractors

> “Consultant” means independent contractor & NOT
“employee”

» Worker must be free from “employer’s” control & direction in
performing the services.

» Service provided by the worker must be outside “employer’s”
usual course of business.

» Worker must be customarily engaged in an independent
trade, occupation, profession or business of the same type.
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Employee Liability Issues

Cost and Flexibility Benefits

- Employment taxes or Workers Comp
- Benefit & Retirement Plans

- Tort Liability

- Simplified Record-keeping

The Issue of Control
Temporary Employees

Leasing Employees



Presenter
Presentation Notes
(Kevin)  Employment may be handled differently in a virtual practice, but it still must conform to the law. You’ll need to pay close attention to the factors that determine whether a worker is properly classified as an employee or as an independent contractor—or you could face huge fines. 

Since a virtual practice depends almost exclusively on technology for communication, you’ll need to establish and communicate clear and consistent policies and procedures for how employees and contractors use technology.

When “onboarding” a new employee, one’s role and responsibilities must be communicated and understood by the employee and everyone with a vested interest. As for any type of firm, it’s also important to establish employee exit policies and procedures for the firm. Employment related disputes and claims can arise in any work setting. 

When engaging employees or contractors, it is important to keep abreast of labor laws, and stay educated on workplace harassment and other common claims.







" VIRTUAL PRACTICE RISKS

Liability for Independent Contractors

» The Role of the Employer
» Use of Independent Contractors

» Licensing Issues


Presenter
Presentation Notes
(Kevin) Firms are responsible for the actions of employees within the normal scope of their employment activities. A firm is not normally responsible for torts committed by an independent contractor. 
For tax purposes, firms often look to IRS “safe harbor” provisions that provide guidance on the reasonable basis for classifying a worker as an independent contractor. While the IRS may have the burden of proving an independent contractor is not truly independent, it is likely that as more firms shed permanent workers to reduce costs, more IRS challenges will be forthcoming. Even the use of workers from an established temporary employment agency is no longer a certain protection. According to the courts, for tax purposes, workers may have two employers and be considered employees of both the temp agency and the company to which they are assigned.
In professional liability cases, contrary to the general rule, courts will hold an employer liable for the acts of an independent contractor because the employer has a legal duty that may not be delegated to another.
You need to maintain adequate insurance for you, your firm, and your employees—and even if you’re a solopreneur contractor. It’s important to make any necessary changes to your policies to address your current practice and ensure it’s adequately covered.



 VIRTUAL PRACTICE RISKS

Liability for Independent Contractors

» The Role of the Employer
» Use of Independent Contractors

» Licensing Issues


Presenter
Presentation Notes
(Chuck) 
You must be registered in every state where you perform architectural services and obtain state business licenses wherever you may be doing business. 

One of the biggest difficulties with licensing is that an individual is licensed to practice in a particular jurisdiction but fails to realize that the employer (a corporation or LLC) is not automatically licensed.  

So, for a corporation or LLC to practice architecture in a given jurisdiction there are 3 aspects:
At least one owner must be licensed in that jurisdiction
The corporation or LLC must be licensed as a business entity in that jurisdiction and
The corporation or LLC must qualify to practice architecture – usually by showing that at least a majority of owner are licensed somewhere.
This varies by state.



Insurance Coverage Gaps & Increased Risk Exposure
» Professional Liability Coverage

» Addressing the ‘employee’ or ‘contractor’ approach to
resources

» Need for strong risk management practices



Presenter
Presentation Notes
(Kevin) 
Professional liability policies are set up to cover the entity and the individual principals, partners, and past and present employees of the firm. Some policies, including the policy provided under the CNA/Schinnerer program, cover leased employees under your direct supervision and control. 
However, policies today do not include coverage for independent contractors who, may be working in a company that your firm hires, e.g., a consulting engineering firm, or working as an individual for your virtual practice, so they would need to provide their own professional liability coverage. 

Bringing your carrier and insurance broker into the conversation early in the process is very important to avoid the possibility of coverage gaps or increased risk exposure.

Balancing out these risks also requires a strong and consistent adherence to risk management practices as firms navigate the distance between the firm literally and managing the risks they face day to day.






Cyber Security & the Role of Technology

» Project Extranets

» Technology Exposures When Employees Depart



Presenter
Presentation Notes
(Kevin)   With an added emphasis on cyber-sharing & telecommunications in a virtual firm – even more than in a more traditional practice – protecting your files and transactions is vital.  

Care should be given when you have a virtual practice to determine how you will use and need to protect your files. Use of an extranet comes in different packages whether through a Cloud or another provider.  The ability to practice remotely and globally really drives the success of a virtual practice.
Management of project websites, BIM models and other programs should have the proper security and the appropriate layers of access protocol.  
Determining how the firm will manage and retain project records is equally important.
When Employees depart, the firm should act quickly to restrict or limit internet and business access.  Firm should  make a determination about whether an email account can be retained. 
Be sure to keep a list of all hardware, software, and services the departing person uses.  Although not changing the outcome, the firm should consistently conduct an exit interview to help gather needed information both for the future and to assist with the transition of the work they were performing.
In worst case, the firm should pursue an investigation when an employee is suspected of illegal or unlawful activities. 
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Presenter
Presentation Notes
(Kevin)  
To recap some of the ‘solutions’ we’ve discussed to the risks of virtual practice, remember:

Project websites or ‘extranets’ can provide opportunities for collaboration, communication, and documentation that can add efficiency as well as protection to design firm efforts.  You may want to consider cyber liability insurance as well.

Be sure to follow legal guidelines when hiring and classifying workers and utilize the 20 factor test developed by the courts and also utilized by the IRS to determine whether a worker is properly classified – and then classify them correctly. The most important factor to consider is that of control.

Hire professional advisors to help you at the planning stage and utilize them to review plans so you don’t come up short. Having an attorney and financial advisor to call, while they are an investment, can prevent far more expensive issues later on.



AIA

manage risk

" VIRTUAL PRACTICE

SOLUTIONS

= Planning: appropriate profit margins, time allocations,
staffing models & stream of alternate income for first year.

= Set Policies & Procedures, Employee Handbook



Presenter
Presentation Notes
(Chuck)
Regarding other ‘solutions’ to address virtual practice risks…
It’s important to figure out how you’re going to start – and how you’ll get through your first year.  A new business isn’t built overnight, so you’ll need to plan your income to survive at least 12 months and determine your marketing, profit margins, staffing, and other critical decisions. “Cash is king” and it’s important to remember that earning money and actually having it when it’s time to pay bills are two very different things!

While you’re planning ahead, set up some policies and procedures so you avoid misunderstandings later on with your  employees and contractors – and avoid risks associated with shared information and departing workers.  Be sure everyone understands that the Employee Handbook is a guide and not an employment contract.



manage risk
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SOLUTIONS
= Meet with Insurance Broker
= Consider a Professional Employer Organization (PEO)

= Consider Legaline for Legal Information



Presenter
Presentation Notes
(Chuck)  In addition…
Include your insurance broker in your discussions – to be sure you, your firm, your employees, and your contractors have adequate insurance coverage.

Consider utilizing a professional employer organization (PEO), also known as HR-outsourcing, to help you with hiring, onboarding, HR compliance issues, benefits. Most PEO companies customize their services depending on what your firm needs. The AIA Trust has partnered with a PEO, Xcel HR, who offers customized programs with special member pricing.

The AIA Trust LegaLine program puts an attorney-architect within easy reach so that you can ask questions and test your hypotheses to make the right decisions to keep you and your firm out of hot water. A “practice coach” of sorts, the annual subscription fee is less than one billable hour for most attorneys, and can steer you in the right direction for important decisions. 


Read the
AlA Trust
Guide to
Virtual
Practice!
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+ Technology and Practice
» Checklist of Important Considerations
+ Conclusion
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Where smart architects
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Guide to Virtual Practice

Contributors

Ann Casso, Hon. AlA; Executive Director, AIA Trust

Kevin J. Collins, RPLU, Assoc. AlA, Senior Vice President, Schinnerer & Co
Jessyca Henderson, J.D., AIA; Associate General Counsel, AIA

Charles R. Heuer, FAIA, Esq.; Principal, Heuer Law & AlA Trust LegalLine
Lira Luis, AlA; Principal, Atefier Lira Luis Limited

Peter 5. Macrae, AlA; Principal, Macrae ARCHitecture, LLC

Kirsten R. Murray, FAIA; Principal, Olson Kundig Architects

Jason C. Winters, AlA; Principal, Kezlo Group, LLC; AlA Strategic Council

What Is Virtual Practice?

Today, a new reality in architectural practice is that most architects are no longer
interacting across their workstations. Instead, they are “virtually' sharing ideas and
drawings across digital platforms. MNearly every practicing architect engages in some
farm of “vitual practice™ because the pace and practicalities of life demand it—
employees travel or relocate, must limit work time for family responsibilities, or wantto
take on other enterprises as consultants. The virtual architectural practice model is far
more flexible than traditional practice—and may be all but recession-proof since it can
grow and shrink with market fluctuations.

APPENDICES—

A Contract Law

B Tort Law
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Presenter
Presentation Notes
(Kevin)
The AIA Trust recently published the AIA Trust Guide to Virtual Practice filled with helpful information about the benefits, risks, and possible approaches to set up, run, and work in a virtual practice – plus a checklist of issues for you to consider and address. 

The Guide can be found at http://www.theaiatrust.com/whitepapers/virtual-practice/




There’s also
a shorter
version, Risk
Management
Guide

Practice Resources Component Resources Find an Attorney  Find an Insurer |

An Architect’s Guide to Virtual Practice

Summary

Today, 2 new reality in architectural practice is that most architects are no longer interacting across their
workstations. Instead, they are ‘virtually' sharing ideas and drawings across digital platforms. Mearly every
practicing architect engages in some form of “virtual practice” because the pace and practicalities of life
demand it - employess travel or relocate, must limit work time for family responsibilities, or want to take on
other enterprises as consultants. The virtual architectural practice model is far more flexible than traditional

practice — and may be all but recession-proof since it can grow and shrink with market fluctuations.

The benefits of virtual practice may include near zero fixed overhead expenses — in contrast to substantial
costs associated with traditional brick-and-mortar firms such as rent, computer hardwars, infrastructure and
more. In some cases, employee payroll and benefits become a thing of the past when the firm limits workers to

consultants or independent contractors; however, there are important regulations that must be followed,

discussed more fully in the complete white paper accessed by clicking hers.

Virtual Practice Differences

The virtua! architectural practice model may be ideal for Millennials who prefer flexible work arrangements. Parents


Presenter
Presentation Notes
(Kevin)
In addition, for a quick read, there is a short, 2 page excerpt of the guide, listed under the AIA Trust Risk Management Guides AND under the risk synopses on the website. 
 http://www.theaiatrust.com/an-architects-guide-to-virtual-practice 



AIATrust

Where smart architects
manage risk®

theAlATrust.com


Presenter
Presentation Notes
(Kevin)

Be sure to visit the AIA Trust website for their growing library of risk management resources and programs so that you manage your risks effectively!


Q&A

VIRTUAL ARCHITECTURAL PRACTICE -
AN ALTERNATE REALITY

PRODUCED BY AIA PMKC + AIA TRUST
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This concludes The American Institute of Architects
Continuing Education Systems Course

AIA Trust e 202-626-7376 or
. www.TheAlATrust.com
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