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28 T.C. 728 (1957)

An  individual’s  status  as  an  employee  or  independent  contractor  under  the
Renegotiation Act of 1951 depends on the degree to which the employer controls the
manner in which work is performed, not just the results.

Summary

The case of Mitchell Golbert v. Renegotiation Board involved a dispute over whether
Golbert, a sales representative, was an employee of Ozone Metal Products Corp. or
an  independent  contractor.  The  Renegotiation  Board  determined  that  Golbert’s
contract with Ozone was subject to renegotiation because he was considered a
subcontractor, while Golbert contended that he was a full-time employee and thus
exempt from renegotiation under the Renegotiation Act of 1951. The Tax Court
ruled in favor of the Renegotiation Board, finding that Golbert was an independent
contractor,  given the lack of  Ozone’s control  over his  day-to-day activities.  The
decision highlights the importance of the employer’s right to control the manner in
which work is done to determine employee status.

Facts

Mitchell Golbert, an experienced sales representative, entered into an agreement
with  Ozone  Metal  Products  Corp.  in  1946  to  obtain  business  from  aircraft
manufacturers. The initial agreement provided for commissions on sales. In 1949,
the parties formalized their  agreement with a written contract,  which explicitly
stated that  Golbert  was  an “independent  sales  representative”  and “broker”  of
Ozone. The contract outlined that Golbert was responsible for his own expenses.
While Golbert devoted full time to representing Ozone, the company controlled only
the sales results, not the methods used by Golbert to secure those sales. Golbert
paid  his  own  expenses,  maintained  his  own  office,  and  did  not  receive  any
withholding taxes or social security taxes from Ozone. Golbert reported his income
as a “Manufacturers representative”, deducting business expenses on his income tax
return.

Procedural History

The Renegotiation Board determined that Golbert realized excessive profits from his
contract with Ozone, subject to the Renegotiation Act of 1951. Golbert contested the
Board’s decision, arguing that he was exempt because he was a full-time employee,
not a subcontractor. The U.S. Tax Court heard the case.

Issue(s)

Whether Golbert was a full-time employee of Ozone Metal Products Corp. during
1952, or an independent contractor, and whether he was thus exempt from the
renegotiation act.



© 2025 SCOTUSreports.com. All rights reserved. | 2

Holding

No, because the court found that Golbert was an independent contractor, and thus
his contract was not exempt from renegotiation under the Renegotiation Act of
1951.

Court’s Reasoning

The court focused on the degree of control Ozone exerted over Golbert’s work.
Citing previous case law, the court found that an employee is subject to the direction
of an employer as to the manner in which he conducts his business, whereas an
independent contractor is subject to the control of one who retains his services only
as to the result of his work. The court determined that Ozone controlled the results
(i.e., sales contracts), but did not direct the manner in which Golbert obtained those
contracts. The contract explicitly stated that Golbert was an “independent sales
representative”. Furthermore, Golbert had no specific office space at Ozone, paid his
own expenses, and reported his income as an independent contractor. The court
emphasized that while Golbert dedicated full-time efforts to Ozone, the crucial factor
was the lack of control over how he performed his tasks. The court considered that
the intent of the parties was that Golbert was an independent contractor.

Practical Implications

The case reinforces the importance of properly classifying workers as employees or
independent contractors. The key is not just the time dedicated to a company, but
the degree of control the company exercises over the worker’s activities. Companies
must be aware that providing leads,  even if  exclusively,  does not automatically
change an independent contractor into an employee. Contracts should clearly define
the relationship,  but actual practice and control  will  always determine the true
nature of the employment. It is important to document how a company’s activities
might indicate control over an employee’s manner of working, in case the contract is
unclear or the employee’s activities deviate from the intent of the contract. This case
has implications for tax purposes, labor laws, and the Renegotiation Act of 1951,
where the distinctions are critical. Later cases often cite this case when determining
whether a worker is an employee or independent contractor. The classification has
significant  consequences  for  taxation,  employment  benefits,  and  liability  for
employers.


