Legislation would toughen standards for classifying workers.
     A bill introduced this week by Sen. John Kerry (D-Mass) could make it harder for businesses to classify workers as “independent contractors.”

     The Taxpayer Responsibility, Accountability and Consistency Act of 2009 (S. 2882) would revise the “safe harbor” (Section 530) provision in the Revenue Act of 1978, which allows employers to “treat a worker as an ‘independent contractor’ for employment tax purposes, regardless of the worker's actual status under the common law test, unless the employer has no reasonable basis for such treatment or fails to meet certain requirements,” according to Sen. Kerry.

     The bill would:

· Tighten the standards under Section 530 for classifying workers as independent contractors

· Require additional reporting from businesses

· Increase employer penalties for misclassifying workers

· Allow workers to petition the IRS to determine if they are properly classified as independent contractors. 

     "When workers are misclassified as independent contractors, they are denied rights to overtime, minimum wage, unemployment insurance, and workers compensation," said Sen. Sherrod Brown (D-Ohio), a co-sponsor of the bill. "Misclassification also puts employers who play by the rules at a substantial disadvantage.

     A similar bill (H.R. 3408) was introduced in the U.S. House of Representatives this summer. Both bills have been referred to committees.

