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Independent Contractor Case Law Update 

On October 25, 2016, in a four-to-two decision, the New York State Court of Appeals 
determined that a yoga instructor was an independent contractor because the yoga studio did not 
exercise sufficient control over the instructors; this decision reverses the Appellate Division’s and the 
Unemployment Insurance Appeal Board’s determination that the yoga instructors were employees.  

 
 One of the primary advantages of using independent contractors, when compared to employees, 
are the payroll taxing savings, which includes taxes under the Federal Insurance Contribution Act, the 
Federal Unemployment Tax Act, and applicable state unemployment tax statutes, as well as obviating 
the need for workers’ compensation insurance.  However, because of such advantages for employers, the 
Internal Revenue Service (IRS) and the Department of Labor (DOL) often scrutinize independent 
contractor relationships.  The IRS uses a “20-Factor Test,” which analyzes behavioral control, financial 
control, and the relationship between the parties – many of these factors were discussed and analyzed in 
the Court’s In the Matter of Yoga Vida NYC, Inc. (Yoga Vida) ruling.  
 
 In Yoga Vida, the yoga studio employed yoga instructors, some of which were classified as 
staff/employees, and others that were classified as independent contractors.  The majority opinion’s 
determination that the studio lacked sufficient control was based on the following factors:  
 

 Scheduling: the instructors were free to make their own schedules (i.e. they could pick which 
scheduled class they wanted to instruct);  

 Payment: the instructors could choose how they wanted to be paid (i.e. hourly or on a 
percentage basis); additionally, the instructors were only paid when a specified number of 
students attended the class, whereas the staff instructors were paid regardless of the number of 
students in attendance; 

 Competition: the instructors were free to work for competitor yoga studios (there were 
absolutely no restrictions on where else they could work) and could inform their students when 
and where they would be teaching other classes; staff instructors could not work for competitor 
yoga studios;  

 Meetings and Trainings: the instructors were not required to attend meetings or receive 
trainings, whereas the staff instructors were so required.  

 
 The Court noted that the control exercised by the studio, which included the authority to insure 
instructors had proper licenses, publish a master schedule, providing space for the class, providing 
substitute instructors, setting the fee for the class, and collecting the fee directly from the student was 
not sufficient to give rise to an employment relationship.  Additionally, even though the studio provided 
the instructor with feedback regarding their instruction, such feedback merely ensured that the 
instructor was doing the job properly, and “the requirement that the work be done properly is a 
condition just as readily required of an independent contractor as of an employee.” 
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 While the dissent mostly argued that the Unemployment Insurance Appeal Board’s decision was 
supported by substantial evidence and should not be overturned even though there was evidence in the 
record to overturn it, it noted that because the studio determined the length of the class, the type of 
class being taught, the difficulty level of the class, and when the class would be taught, that there was 
evidence of an employment relationship.  The dissent further noted that while the instructors were free 
to teach classes at other studios and to use substitutes to teach their class, that such decisions where 
considered by the studio when deciding whether to continue the relationship.  However, the majority 
emphasized that it was the freedom to choose which type of class to teach and when, and the ability to 
compete with the studio (regardless of whether the instructor opted to compete) that supported 
classifying the instructor as an independent contractor.   
 
 Thus, while Yoga Vida is a favorable decision for employers that classify workers as independent 
contractors, there are still risks for doing so and the misclassification of workers often comes with 
penalties and interest, which is in addition to liability for the payroll taxes that should have been paid.  
Therefore, it is important that sufficient control is given to the independent contractor in terms of 
scheduling, how to perform the task, ability to do other work, and that the independent contractor have 
some type of financial risk in terms of realizing a profit or loss.       
 
 If you have any questions about this Legal Briefing, please contact any attorney of our Firm at 585-
730-4773.    
 
This Legal Briefing is intended for general informational and educational purposes only and should not be considered legal advice or 
counsel. The substance of this Legal Briefing is not intended to cover all legal issues or developments regarding the matter. Please 
consult with an attorney to ascertain how these new developments may relate to you or your business.  
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