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	enterFactsOfCase: The firm was a sole proprietor in the business of providing custom cabinets and furniture for their customers. The firm engaged the worker as a bench worker/carpenter. The worker filled out an application at the beginning of the work relationship. The worker performed services in 2007 and worked intermittently into 2013.The worker received training from the firm on how the firm wanted the services performed. The worker received his assignments from the firm. The worker determined how those assignments should be performed. The worker relied upon the firm to resolve problems and complaints. The worker began his services at 7:00 a.m., had designated break times and lunch time, the worker’s services ended at 3:30. The worker was required to punch in and out of a time clock. The worker performed his services either at the firm’s location or at the customers’ locations. The worker was required to perform the services personally. The firm provided the large equipment i.e. table saws, miter saws, shapers, jointers, edge sanders, etc. The worker provided his own personal hand tools. The worker did not lease any space to perform their services. The worker reimbursed the worker for expenses on an accountable plan. The worker stated he was paid by the hour and the firm stated the worker was paid weekly. The customers paid the firm directly. The worker could not suffer a significant loss in the performance of his services. The firm established the level of payment for the services provided. The worker received no benefits. Either party could terminate the relationship without incurring a liability. The worker did not perform similar services for others at the same time they performed services for the firm. The worker stated he was represented as an employee and the firm stated the worker was represented as a subcontractor. The worker stated throughout the relationship he quit at one time and at one time the firm discharged him. The firm has gone out of business.The worker provided a copy of a letter from the firm regarding the worker’s wages. This letter stated the worker was hired at a rate of $16/hr. The firm referred to the worker as an employee who stayed and help the firm after her spouse’s death. The workers were paid in cash as the money came into the firm. The amount was far less than the normal pay. It stated the firm will try to compensate employees as soon as she could and was thankful for their support. The amount of wages for March 2013 was $1,250 and April 2013 $510.The worker indicated he does have copies of signed time cards if we should need them.A worker who is required to comply with another person’s instructions about when, where, and how he or she is to work is ordinarily an employee.  This control factor is present if the person or persons for whom the services are performed have the right to require compliance with instructions.  Some employees may work without receiving instructions because they are highly proficient and conscientious workers or because the duties are so simple or familiar to them.  Furthermore, the instructions, that show how to reach the desired results, may have been oral and given only once at the beginning of the relationship.  See, for example, Rev. Rul. 68-598, 1968-2 C.B. 464, and Rev. Rul. 66-381, 1966-2 C.B. 449.  Integration of the worker’s services into the business operations generally shows that the worker is subject to direction and control.  When the success or continuation of a business depends to an appreciable degree upon the performance of certain services, the workers who perform those services must necessarily be subject to a certain amount of control by the owner of the business.  If the services must be rendered personally, presumably the person or persons for whom the services are performed are interested in the methods used to accomplish the work as well as in the results.  See Rev. Rul. 55-695, 1955-2 C.B. 410.  A continuing relationship between the worker and the person or persons for whom the services are performed indicates that an employer-employee relationship exists.  A continuing relationship may exist where work is performed in frequently recurring although irregular intervals.  cont'd.
	enterAnalysis: Lack of significant investment by a person in facilities or equipment used in performing services for another indicates dependence on the employer and, accordingly, the existence of an employer-employee relationship.  The term “significant investment” does not include tools, instruments, and clothing commonly provided by employees in their trade; nor does it include education, experience, or training.  Also, if the firm has the right to control the equipment, it is unlikely the worker had an investment in facilities. See Rev. Rul. 71-524, 1971-2 C.B. 346.  Special scrutiny is required with respect to certain types of facilities, such as home offices.  ANALYSISThe worker was an employee according to common law. The information provided by both parties showed the worker was trained on how to perform his services. The fact the worker was required to perform his services personally showed the firm was interested in the methods used as well as the end result as an employer. The worker had a dependency upon the firm as an employer to resolve his problems and complaints. Control was shown by setting the worker’s daily schedule, setting the times for breaks and lunch, and requiring the worker to clock in and out each day. The firm had the financial investment as the firm provided all the large equipment and materials the worker needed to perform his services. Financial control by the firm was shown by the firm setting the worker’s hourly rate of pay. It was the firm that could suffer a significant loss since the firm was responsible to collect the amount they charged to the customers. The worker performed carpentry services for the firm’s business of providing customer cabinets and furniture to their customers. This demonstrated the worker’s services were integrated into the firm’s daily activities.       Based on the above analysis, we conclude that the firm had the right to exercise direction and control over the worker to the degree necessary to establish that the worker was a common law employee, and not an independent contractor operating a trade or business.Please go to www.irs.gov for further information.Firm: Publication 4341Worker: Notice 989        



