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	enterFactsOfCase: The Worker, a pet groomer, submitted Form SS-8 (FSS-8) seeking determination of worker status related to services she performed for the Firm, a pet grooming business, from 2017 to 2019. The Worker attached copies of forms 1099-MISC issued to her by the Firm for tax years (TY) 2017, 2018, and 2019. The Worker filed her SS-8 because the Firm didn’t withhold her share of taxes from her pay. The Worker believes she was an employee and should’ve been issued Form W-2 because the Firm controlled all aspects of her job.The Firm submitted its FSS-8 with two pages of supplemented answers, copies of forms 1099-MISC it issued the Worker for TY2017 and TY2019, and a printout of information on the TY2018 1099-MISC it issued the Worker. The Firm states the Worker was an independent contractor because she could decide how and when to complete the work; she supplied tools; she could work off premises for whomever she chose; she didn’t clock in or out; and she didn’t receive benefits from the Firm. The parties agree the Worker’s services weren’t provided under any written agreement them. Behavioral Control:The Firm states it didn’t train or instruct the Worker, while the Worker states the Firm instructed her to groom animals in accordance with its customers’ instructions and Firm rules. The Firm advertises on its website that “our groomers have been trained on all of the latest techniques and we train our staff on the best methods for providing a superior grooming experience,” and “our stylists are professional & experienced in all styles and techniques.” According to the Firm, the Worker scheduled her own appointments; the Worker states she called the Firm to get those appointments. The Firm says the Worker determined the methods by which her assignments were performed, while the Worker states both she and the pet owner determined the methods. The Firm didn’t reply to the specific question in SS-8 Part II, #4 of who the Worker was required to contact if problems or complaints arose and who was responsible for their resolution. Instead, the Firm notes “Worker was responsible for quality of work and if any injuries to the dog occur during that work worker is responsible for vet bill expenses.” The Worker maintains she was to contact the Firm’s owner if problems or complaints arose, and the Firm’s owner was responsible for resolving such issues. The Firm’s website instructs customers to consult directly with the Firm’s  “grooming staff or management team” if customers’ pets require special care or have allergies.The parties agree the Firm didn’t require any reports from the Worker. The Firm describes the Worker’s daily routine as “Firm is open 8 to 5 Mon-Sat. Workers have freedom to work before and after hours. Worker has key to access firm at any time.” The Worker describes her daily routine as “open at 8:00 am, groom dogs, clean and close shop; 2 days a week we were required to close, which meant cash drawer and deposit slip and extra hours.” The parties agree the Firm required the Worker to perform services on the Firm’s customers’ pets, when scheduled, at the Firm’s location. The Firm states it didn’t require the Worker to attend any meetings, while the Worker maintains the Firm required her to attend staff meetings. The Firm answered both yes and no to the question of whether the Worker was required to perform services personally, explaining, “the workers customer makes that decision when the worker calls to notify that they cannot perform the service personally. The worker can give the customer a choice to reschedule the appointment or the choice of a substitute.” The Worker states the Firm required her to perform services personally. To the question, in SS-8 Part II, #10, of who hires substitutes or helpers if they’re needed, the Firm states, “if the Worker cannot for any reason provide services personally, they can call the customer and reschedule or ask another worker to perform the services for them in which case the substitute would receive the commission for that particular service.” According to the Worker, only the Firm’s owner could hire substitutes – the Worker wasn’t allowed to. The Worker agrees the Firm required her to relinquish her commission to any substitute or helper who stood in for her.  Financial Control:The parties generally agree on these facts:1. the Firm provided the Worker with the central computer system, phone, shampoo, tubs, grooming tables, kennels, and dryers necessary to do her job, while the Worker provided her work tools, work supplies, and accessories.2. the Worker incurred the expenses for the items she supplied and the Firm didn’t reimburse her;3. the Worker didn’t lease equipment, space, or a facility;4. the Firm carried state-required workers’ compensation insurance on the Worker;5. the Firm paid the Worker by commission; and6. the Firm didn’t allow a drawing account for the Worker.
	enterAnalysis: (PAGE 2 - CONT)In general, an employer-employee relationship exists between a worker and a firm when the firm has the right to control and direct what the worker does and how the worker does it. The firm doesn’t need to actively direct or control the worker – it just needs to have the right to do so.It’s important for workers and those who hire workers to understand that if their circumstances and behavior indicate an employer-employee relationship exists, we’re required to ignore any written or spoken agreement or contract between the parties that says the worker is an independent contractor. In determining worker classification for federal employment tax purposes, under the required common law standard, the actual working relationship between the parties is what matters. IRC 31.3121(d)-1(c). Factors illustrating whether a firm has the right to control how a worker performs a task include training and instruction. Although the Firm states on its SS-8 that it didn’t give the Worker any training or instruction, the Firm’s website emphasizes that the Firm trains its staff on the best methods for providing a superior grooming experience. The Firm acknowledges the Worker performed grooming services under the Firm’s business name; the Firm’s website refers to its “grooming staff.” It’s reasonable to presume the Worker was a member of the grooming staff the Firm refers to. And although the Firm required the Worker to schedule her own appointments with Firm customers, the Firm controlled the distribution of those assignments. This combination of facts indicates the Firm had the right to direct and control what the Worker did and how she did it in order to ensure the Worker’s grooming services were consistent with the Firm’s advertised standards and its business practices and procedures. This leans more toward a worker being an employee than an independent contractor.If a firm requires a worker's services to be rendered personally, it's reasonable to presume the firm is interested in the methods used to accomplish the work as well as in the results. Here, the Firm required the Worker to provide services personally unless she couldn’t – and when that happened, the Worker was required to offer the customer two choices: reschedule with the Worker, or have a substitute perform the services. If the customer asked for a substitute, the Firm required the Worker to relinquish her commission to pay for the substitute. These requirements are indicative of the Firm’s control over the Worker. Next, the integration of the Worker’s services as pet groomer into the Firm’s pet grooming business generally points to the Worker being subject to the Firm’s direction and control. The Firm’s success depended on its ability to provide pet grooming services to customers and the worker, working under the Firm’s name, did just that: she performed pet grooming services for Firm customers. When a business’s success depends on the performance of certain services, the owner of that business has a certain amount of control over the workers who perform those  services. These facts point toward an employer-employee relationship.Customers paid the Firm for the Worker’s services and from that revenue the Firm paid the Worker’s wage by commission. The way the Worker performed her grooming assignments and whether customers were left satisfied could directly impact the Firm’s standing with its customers and, ultimately, its business survival. These facts are indicative of an employee-employer relationship. In general, workers who can realize profits or suffer losses because of their services are independent contractors, while workers who can't are employees. "Profit or loss" implies the worker’s use of capital in their own business enterprise. Here, the Worker didn’t make a significant investment in capital or assume business risks. The possibilities she might accidentally damage her own tools or harm the Firm’s customers’ property (here, pets) are risks commonly faced by both employees and independent contractors alike. The term “significant investment” doesn’t include tools, instruments, and clothing commonly provided by employees in their trade; nor does it include education, experience, or training. Customers paid the Firm for the services provided by the Worker and, under the Firm’s per-animal commission structure, the Worker couldn’t realize any meaningful profit or incur a loss. These facts also indicate an employer-employer relationship.  We've considered the information provided by both parties to this work relationship. In this case, the Firm retained the right to change the Worker's methods and to direct the Worker to the extent necessary to protect its financial investment, business reputation, and customer satisfaction. The Worker didn't provide services to the Firm through engagement in an independent enterprise; rather, the Worker's pet grooming services were a necessary and integral component of the Firm's operation as a pet grooming business. The parties had the right to terminate the work relationship at any time without liability or penalty. There's no evidence the Worker performed similar services for others as an independent contractor or advertised business services during the term of this work relationship. As noted above, common law factors are considered when examining worker classification. Applying the common law analysis to the facts and research here, we find the Firm had the right to exercise enough direction and control over the Worker for us to conclude the worker was a common law employee and not an independent contractor operating a trade or business. The Worker is classified as an employee of the Firm for employment tax purposes.  The Firm can obtain additional information related to worker classification at www.irs.gov; Publication 4341



