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MAAss, DAVIDSON, LEVY & FRIEDMAN 

HERBERT H. MAASS 

WILBUR C. DAVIDSON 

MONROE L . F"RIEDMAN 

DAVI D .J. LEVY 

D AVID C . WESTON 

20 EXCHANGE PLACE 

N EW YORK 5 , N.Y. 

Dr . J . Robert Oppenheimer, 
The Institute for Advanced Study, 

Princeton, New Jersey . 

Dear Dr . Oppenheimer:-

February 15, 1952 . 

CABLE ADDRESS 

"M AASH ERB,. 

TELEPHONE 

DIGBY 4-61S I 

On December 31 , 1951 I wrote you to confirm advices 
relative to the filing of returns by members . Since then addi ­
tional, related questions have been raised by S . D. Leidesdorf 
& Co . , pertaining to the filing of information returns by the 
Institute, the form of riders which may be used for disclosure 
purposes by members filing returns, and the responsibility for , 
withholding in the cases of grants to non- resident aliens . 

I have considered these subjects with Messrs . Beeton 
and Drex ler of S . D. Leidesdorf & Co . in the light of our entire 
tax history and prior discussions, including your recent con­
ference in Washington, and am of opinion as fo llows : 

1 . The Inst itute need not and should not file the in­
formation return Form 1099 for the grants paid but not acknowledged 
to be taxable income, and of course there should be consistency 
as between the Insti tute and recipient on this point . 

2 . Members who do file returns , because of other in­
come sources , and who desire to make the disclosure of the In­
stitute grant , need only add a notation at any open space in the 
form, for example at the very bottom of page 2, 11Also received 
fellowship of $ from The Institute for Advanced Study, 
Princeton, New Jersey, not returned above, as non-taxable . " This 
advice should be especially directed to Miss Trinterud, who has 
inquired regarding this matter . 

3 . The 30% withholding need not be applied to the 
grants to non-resident aliens, this upon the basis that their 
grants are a gift and not taxable income , or that if indeed they 
are income then the payments are made for services, and thus the 
individuals 11are engaged in trade or business 11 within the coun try 
and consequently are not subject to the withholding taxes , though 
required l i ke all other taxpayers to file full returns . 
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MAASS, DAVTDSON, LEVY & FRIEDMAN 

Dr . J . Robert Oppenheimer - 2- February 15, 1952. 

These conclusions have been arrived a t after thorough 
and careful consideration. I t is important that you care­
fully retain this opinion letter as a record of the basis 
for your action . 

DJL : JR 

Fai~tfull : :=.s, 

------~~-7 
David J . Levy 

Copy to S . D. Leidesdorf & Co. 
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MAASS,DAVIDSON, LEVY & FRIEDMAN 

HERBERT H. MAASS 

WILBUR C . DAVIDSON 

MONROE L . F RIEDMAN 

DAVID J. L E VY 

D AVID C. WESTON 

20 EXCHANG E PLACE 

N EW YO R K 5 , N.Y. 

Dr . J . Robert Oppenheimer , 
The Institute for Advanced Study, 

Prince ton, New Jersey . 

Dear Dr . Oppenheirner: -

December 31, 1951 . 

CABLE AD DRESS 
01 MAASHERB" 

TE L EPHONE 

DIGBY 4 - 615 1 

I regret that due to year- end pressures I have delayed 
sending off this letter, in response to your recent request and 
in confirmation of our discussion . 

Confirming that discussion, I am of opinion as fol- · 
lows : 

(1) The concept and tests as to whether payments by 
the Institute to members represent taxable income or non-taxable 
grant , are substantially as set forth in my original opinion 
letter of May 5, 1948, notwithstanding anything which may be to 
the contrary in the ruling letter of the Bureau of Internal 
Revenue dated September 20 , 1951 . 

(2) Members receiving surns which would represent tax­
able i ncome within these criteria, should of course file re­
turns and return their income accordingly . 

(3) Members receiving sums which would not represent 
taxable income wi thin these criteria, should not file returns 
of these surns if they do not derive income from other sources 
in an amount necessi tating return; but if they do have such other 
income and accordingly do file returns, they should attach appro ­
priate rider disclosing the amounts received from the I nstitute 
but disclaiming that these represent taxable income . 

Faithfull~ yours , 

David J . Levy 
DJL : JR 
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THE INSTITUTE FOR ADVANCED STUDY 

OFFICE OF THE DffiECTOR 

to lunch. The 

PRINCETON, N EW JERSEY 

~. 'obn t1 
. E. 9 .~ 

fr. !J. D. I.sidl,Vildort 
1~. t"#'lid 1"lv'7 
llr. ! • A. ~-Ohnr 
l!I'. Lmr1D .t. Stranae 

Board of Trustees Records: Committee Files: Box 2: Committee on Income Tax 1948-1952 
From the Shelby White and Leon Levy Archives Center, Institute for Advanced Study, Princeton, NJ, USA



ONE TWENTY FI V E PARK AVENUE 

OFFICE OF 

SAMUEL D . LEIDESDORF 

NEW YORK 

Dr. Robert Oppenheimer 
Institute for Advanced Study 
Princeton, N. J . 

Dear Dr. Oppenheimer: 

October ll, 1951 

The Tax Meeting of the Institute is 
being called at our office, at 11:30 on 
October 25th. 

Kind regards, 

Very ruly yol.}1'S) 

A,,L __ ;-
v/'s::;:;-~ to ~~ esdorr 
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AASS, DAVIDSON. LEVY & FRIEDMAN 

20 E XCH ANGE PLACE CABLE t.=DRESS 
.. MAAS HERB'" 

~ 0 en!-: 
Le ~ 

.:.n~e onJ 

I . 

N EW YORK 5 , N.Y. 

.i.! -=- r : 
r A 
.le • 

.. 0 ,_;t. 

I 

J J 

"" ... 

d . 

d. rar -

01'.; ; 

TELEPHONE 

DIGBY <l- 6151 

'.;" ,/0 ..; ' -P_ 
~~J·~ 
~u..' ..:.. .... J . L V, 
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DJL:JR 
9/14/51 
3 

RE INSTITUTE FOR ADVA'HCED STUDY -- TAX MATTER 

(1) Review I .T. 4056 a t general mee ting with Messrs . 

Oppenheimer, Strauss and any others whom they may wish present , 

plus Mr . Beeton or other suitable representative or Leidesdor.f ts . 

(2 ) Consider withdrawal o.f ruling application . 

(3) Conf'er with Ma.gill,who obtained this ruling for 

Guggenheim Folin ation, as to his further plans 1n its behalf . 

(4) Consider possible legislative definition in current 

Revenue Bill . 

(5) When and how shall Institute withhold . 

( 6) What, if any, restitution by way of increases to 

Members . 

(7) Retroactive application by Connuiasioner (a) as to 

Institute, on wit!.holding; and (b) as to recipients. 

(8) To what extent can Institute cases be dirrerentiated from 

l,Uling? 

{9) To 1fha t extent is rw.ing undermined by reason or 1 ts 

reliance on LeRoy J. Robertson v . United ~tates, C.C .A. 10, 

J uly 10, 19511 

(10) Wl".at about pendl.ng Alexanuer case in Revenue 

Agent's O.ffice? 
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AlITI:IPATED INCREASE IN BU!X}fil' DUE TO TAJL.ti.TION OF GRAiITS 
1951 - 19.52 

l:embers with 1 exe!l!?tion 

Gottma.!l.Il, Jean 
Jef f ery, Lilian H. 
Long , Her bert S. 
Philipoaki, Barbara 
Starnir es, George 

Gal, Istvan 
Iwasawa, Kenldchi 
Segal, I rving 
Tits , Jacques 

Fukuda, Hiroshi 
Gell-Hann, Hurray 
Lloyd, S . P. 
Pei erls, R. E. 
Stern, Adolph 
Van Kampen, ~· . G. 
Ward, John c. 
Krarners, H. _i . (3 mos . ) 

deHenasce, P. J . 

}~embers with 2 exemptions 

Hammer, Jacob 
Pasztory, Gatherine 
Postan, Michael 

Hu, Sze-Tsen 

Lee, T. D. 
LoP, ::rancis 

Levy, David 

Grant 

$2, 500 term 
3,500 year 
3,500 II 

3, 500 II 

3,000 11 

3, 250 yea:r 
4, 000 II 

3, 000 II 

2,500 II 

4, 800 year 
1,500 term 
3,200 year 
5, 000 term 
1, 600 year' 
2, 000 t erm 
3, 000 year 
3, 000 te:'Ill ? 

3, 000 t erm 

$4,000 year 
3, 500 II 

1, 000 term 

3,.500 year 

3, 500 year 
3, 500 II 

4, ooo 11 

Anticiuated Tax 

,,480 .80 
655.00 
655 . 0 
655 .oo 
526 .00 

585 .00 
773.00 
526.00 
405 .00 

895.00 
265 .00 
575.00 
996.00 
206. 1() 

3tl6. c 
.526. JO 
510.00 

9,619.00 
577 .00 

'10, 196 .00 

$504 .00 
476 .00 

73 .00 

h76 .00 

L76 .oo 
476 .00 

..;2,561.00 
58L.oo 

~J, 1L5 .00 

Proposed 
Gross Salary 

r3 , 000 
L, 155 
4, 155 
4,155 
3,525 

3,835 
L, 775. 
3,525 
2,900 

5,700 
1,765 
3,775 
6,000 
1,805 
2,38.5 
3, 52.5 
3, 510 

3, 575 

C4,5b5 
4,000 
1,075 

4,000 

4,000 
4,000 

4,585 
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ANTICIPATED I]CHEASE r:· BUOOET DUE TO TAXATION OF GRANTS- Page 2-
1951 - 1952 

hembers with 3 exe~tions 

Graham, Gerald S. 
Roberts, Colin 
·wycher l ey, ::-:. . E. 

Foures, L &. Mme • 
Sc.111'1idt, Olaf' 

Jost, Res 
Levy, M. M. 
Van ]ove, L. c. 
Placxek, George 
Yang, Chen Ning 

Hembers with 4 exemptions 

Frankl, Paul 
Heckscher, ';lillian 

Eckmann, Beno 
Green, John W. 
Kac, Lark 
Kodaira, K. 
Protter, :1urray H. 
Shif fman, l·:ax 

Bruner, Jerome ~ o 

Pali'rey, John 

l.enbers with 5 exe:riptions 

Alexander, Paul J. 
Lartin, 1 • T. 
Sario, Leo R. 

Total Increase in Budget 

Increase by Schools: 

Grant 

2,500 term 
5,ooo year 
4,000 II 

6, 000 II 

2,500 term 

5,500 year 
3,500 II 

3,000 term 
9,000 year 
5,500 II 

. 3,500 year 
4,500 II 

3,000 term 
2,000 year 
3,000 II 

4, 000 II 

4, 000 II 

2,500 II 

4,ooo 11 

1,750 II 

~4,000 year 
4, 00 II 

4,ooo 11 

Sc~ool of Historical Studies 
School of Iathematics & Physics 
Director ' s Fund 

9/L/51 LT 

Anticipated Tax 

327 .00 
650 .00 
425.00 

870.00 
325.00 

785.00 
357 .00 
435.00 

1,058.00 
785.00 

6,017 .00 

"' 135 .00 
405.00 

355.00 

85 .00 
290 .00 
290 .'iO 

290.00 

.1,900 .00 

$150.00 
150.00 
150.00 

$450 .00 

6, 246.00 
1.L,Oll .00 
1, 431.00 

.J21,6o8.oo 

Proposed 
Gross Salary 

:&2,825 
5,650 
4,425 

6,870 
2,825 

6,285 
3,o55 
3,435 

10,050 
6,285 

J, 685 
4,900 

3,355 
2,000 
J,085 
4,290 
4,290 
2,soo 

4,290 
1,750 

$L,15o 
4,150 
4,150 

... ,21, 688 .00 
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MAASS, DAVIDSON, LEVY & FRIEDMAN 

HERBERT H . MAASS 

WI L BUR C. DAVIDSON 

MONROE L. FRIEDMAN 

DAVID ~. LEVY 

DAVI D C. WESTO N 

20 EXCHANGE PLA CE 

NEW YORK 5 , N. Y. 

Dr . J . Robert Oppenheimer, 
The Institute for Advanced Study , 

Pri nceton , New Jersey . 

Dea r Dr . Oppenheimer :-

August 28, 1951 . 

C ABLE A DD RE:SS 

" MAAS H ERB11 

TELEPHONE 

D I GBY 4-6 1SI 

While we a re a s yet without word from Wa shington 
in the ma tter of the t ax rulings sought from the Bureau of I n­
ternal Revenue , I notice from the current issue of the Internal 
Revenue Bul l eti n , received today , a r uling issued upon a dif-
ferent a pplica tion, a s per copy enc losed . I ha ve not a s 
yet had opportunity to do more tha n s can this , but plainl y it 
i s unfa vora ble t o our point of view a nd bodes ill a s to the 
rul ing in the I nstitute ca se whenever it should be issued, 
for the insta nces now r ul ed upon seem pa rallel . 

I shall be awa y until September 10th, a nd will re ­
view the present rul ing a t tha t time . For the pr esent I see 
nothing to do , a t your end or mi ne , but awa it developments . 

Encl. 
DJL : JR 

Faithfull~ours , . 

David J . Levy 
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MAASS, DAVIDSON, LEVY & FRIEDMAN 

HERBERT H. MAASS 

WILBUR C. OAVIOSON 

MONROE L . FR I EDMAN 

OAVIO .J. LEVY 

OAVIO C. WESTON 

20 E xe HANG E PLACE 

NEW YORK 5 , N .Y. 

Dr . J . Robert Oppenheimer, 
The Institute for Advanced Study, 

Princeton, New Jersey . 

Dear Dr. Oppenheimer: -

June 29, 1951 . 

CABLE ADDRESS 
.• MAAS HERB" 

TELEPHONE 

DIGBY 4 - 61SI 

I am enclosing copy of letter to the I nternal Revenue 

Agent in Trenton, which 

Encl . 
DJL:JR 

ianatory . 

Levy 
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MAASS. DAVI DSON . LEVY & FRI EDMAN 

20 EXCHANGE PLACE. NEW YORK !5, N Y . 

June 29, 1951. 

Re: The Institute for Adv need studl, 
Prlnce€on, New Jersei. 

Inter. 1 Revenue A ent, 
420 Post Office, 

Trenton, New Jersey. 

Dear Sir: -

I in receipt of your lc 1 ~e ~ nqu1r1ng e 
o the s~atus of the a pplication pe~d~ au f or a ruling 

bove . on the xab1lity of fellowships 1~ nnec~.o 

This request was 
1950 . The material ri~i 
conferences held, n tr-~n 
and brief a on or about O 

I i:a ve inq~. ' 
status of the matter i 

missioner's letter or ~ 

Y Ma1'~h 6, 
cr-w~rda aupplernented nd 

by additional data 

~ons since then as to the 
nd w1~ 1 st informed by the Com-

6 i'ollows: 

_ ble at tus of rellow-
· _..:..;::;;, ec.~c.1"'~ ... , ~ for :r.·(search !id a1m11 r 

w,Jer ·cview in the office of the Chief 
Bure~u. It is expected t t a decision 
in the ca.-,e in \'fhich you a re interested 

~·~ nca- 4lure, t wl1ch time you will be dviscd 
,.. L .... ruling . 0 

I ~rust ~- t this anowers your inquiry, ana will be glad 
to be of any further aso13 t ance . 

DJL:Jct 

Yours very truly, 

(SIGHED) DAVID J . LEVY 

David J . Levy 
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RE THE INSTITUTE FOR ADVANCED STUDY, PRINCETON, N. J . 

MEMORANDUM 

MAAss, DAVIDSON, LEVY & FRIEDMAN 

20 ExC HANGE PLACE , NEW YO RK 5 , N . Y. 

Board of Trustees Records: Committee Files: Box 2: Committee on Income Tax 1948-1952 
From the Shelby White and Leon Levy Archives Center, Institute for Advanced Study, Princeton, NJ, USA



DJL:JR 
10/9/50 
5 

•. 

RE THE INSTiti'UTE FOR . /J)VA?-lCED .STUDY1 PRINCETON1 . H. J . 

This memoranaum is eu'bm1tted in relut1on to 'the re-

quest or the above-named taxpayer {'or an advisory ruling w:I:th 

respect to certain matter·& of withholding and income 'taxes .. 

The request ana pertinent t"acts are embodied in the 

taxpayer •s letter ·dated March 6~ 1950, a."ld 'B.re amplified by 

counsel •a letter dated April 6,, 1950 and its enclosures . 

We shall not indulge here 1n unnecesaary repct1t1:on 

of those :facts and pertinent ,obs.ervat1ons . .However,, in v1ew 

or the lines and tenor of the oral conference held with the 

Bureau representatives and counsel 1n this matter on .Septembel"' 

26, 1950, 1t seems useful to embody and present in this memo­

randum some or ·the h1ghl1gnte then touehed upon anti to add further 

reference to the precedents . 

A resume of' theee h1gh1ight& is as follows: 

1 . Organ1zo.tion and source or funds . The Institute 

waB founded in 1930 'by the late Lou1s Bamberger and Mre . Fel1x 

Fuld, and was then liberally endowed by them and thereafter by 

the1.r estates. It does not solicit funds or contt•ibut:tons . 

But few have been received, only one of substance . However, 

the Institute is often allowed or urged to administer funds 

which are mede availa.ble by other .1net1 tut1ons, of' which the 

Rocl<ofeller Foundation and the Carnegie Corporation are but two 

out standing examples, others being indicated under the heading 

"Source and Amountt' 1·n the schedule '~xh1b1 t A" attached to 
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the letter o.f March 6, 1950. 

2 • Purposes. The ce1--t1f1cate or 1.ricorporailon, 

section 2, states the parpoaca to be 

"*** the establlsbment ••• of an trust! tute ,for 
advanced 1study, and for tbe promotion of knowledge 
in :all fields, and for the training or- advanced 
students ,and workers f o r- ·and beyond the degree or 
Doc·tor of Ph1!loeophy and other profesaional degrees 
ot equal standing.'' 

The by-laws r .ef'er to the ,Institute aa an "institu­

tion for higher learning", and contain provleisona 1"eGardi:ng the 

adm1ae1on ot candidates $nd the coni'er.r1ng of degrees and awai"d-

1ng of d1plomaa; but no degr-eee or diplomas have ever been 

awarded or confer.red, and none .a.re contemplated .. 

The founders, :tn t.helr June '6, 1930. 1nvitat1on 

letter to the Trustees, referred to tbe neea 'for an 1nst1·t--u-

t1on --

"**- wbere . sc1ent1ats and scholars devote them­
eelvcs at the same time to serious reaearch and to 
the training of competent post-graduate students 
entirely independently .... from an institution,, 
the major interest of Which 18 the teaching of 
undergraduates." (Bulletin No . 1,, page 2) 

The desire is there stated that there be no under-

graduate department, and 'that only the Ph.D . or equal degree 

be conferred; that quality of work, rather than number, le to 

be the ideal 1n regard to ''atu<.'iente0
,; that the staff o.t~ the 

1nst1tut1on is expected t o consist exclusively of men and women 

of the highest standing in their fields ,, who will be attracted 

thet•e 11
••• throu5h its appeal as an opportunt ty for the e.er1ous 
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pursuit of advanr.;ed study and becau~e of· the detachment .1t 1s 

hoped to secure from outside d1stract1ona. 0 

It 1a further stated that rtappo1ntments to the staff 

and faculty as well as in the admisn1on of workers ana students" 

1a to be without regard to race, rel1g1on. or sex, and that: 

"In endowing this institution we recognize 'tha·t 
many worthy and capable persons are unable for fi­
nancial reasons to 'Pursue ·stui:.ty or .reeeareh to the 
extent Justified by their capacities. It is e.x­
pecteci, therefore, that the Institute will supply 
means whereby through :scholarship& or fellowshi·ps 
.sucll workers may be ·supported d.uring the course or 
their worl( •or research.,, to the end that tha fac1li ties 
ot ·the tnstitutlon ,may be available to any ,man or 
wornan otherwise acceptable •poeae.se1ng the necessary 
mental and moral oqw;pmen t. 

''While the 1nst:ttut1on will devote itself' to t he 
teaching or qualif1ed advanced ·students# it is our 
desire that those who are assembled in the faculty 
or .staff of tl!e inat1·tut1on may enjoy the most 
favorable opportun1t1es for continuing research or 
1nvest1gat1ons in tho1r particular f .ie·ld or apec1a.lty, 
an"- that the utmost liberty of action shall be af­
.forded. the aa1d faculty or .starr to that end.••• 

ff['he primary purpose 118 the pursuit or advanced 
learning .and exploration in 1'1elda or pure science 
and h.1gh .scholarship to tl'le utmost degree that the 
rae111t1es or 'the 1.nat1.tut1on and ·the ability or the 
facu1·ty and students :will permit.'" (Dullot1n no. i. 
pa.gee 3-4) 

;The remarks ·of Dr. Abraham Flex.nor, the first Director, 

at the organization meeting, also contain hi6hly pertinent 

matter. Said he: 

11The Institute 1s pledged to aseemble a group of 
sctenti'Sts and scholars who with their pupils and 
assistants may devote themselves to the task of 
pushing beyond the present limits of human knowledge 
and to 'tra1nicg those Who may 'carry on• .tn t his 
ecmse. 0 (Bulletin :No. 1 1 page 8) 
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He further stated tbat tho Institute was 'to be a 

graduate university in the h1gheat sense; that its faculty 

would be compoeed or a1et1ngu1shed scholar-.s; that i ts ,students 

would be ,of an advanced status; and that the f'irst task would be 

to explore the field in t-h1a count:r-y and in the ,cultural 

countries or Western Europe "in ortier to ·d.iacover the talent 

l1k•ly to carry the Institute to succeaan~ 

l't was "Gtated that tbe se.cr1r1ces required or an 

American prof'eseo:r and 'tl1s 1'am1ly were t-t_to a high degree de­

tarre-nt": that "poor salaries tr1fYl_ten orr the abler ,and more 

v1gorousn '&nd compel the wi1vers1ty instructor to seek outside 

sources of income; and that it was thcref'ore important to set '8 

new standard and to attract a small number of scholars and 

ooientists «who will be free from financial worry and concern, 

who will live and worlt amid.at conditions favorable to in­

tellectual act1v1ty~. 

3. Selection or members. Men and women who are out­

standing in accomplishment or promise 1n various academ:tc areae 

such as mathematics, econom1.ca and the hUl1l&l11et1o studies are 

generally known to their ·colleagues in those fields. ·Those who 

come to the Institute include both those who are older or more 

luminous, who may be .invited by 'the~ Institute upon .its initiative, 

and others. wt10 may .themselves take the 1nvi tation in applying 

to the Institute. Tlle invitation emanates .f'rom the Dil"cctor, 

on recommendation, after consultation 'W1th others at the 
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Institute, and 1n some 1ns tancea by an~ with the express approval 

of the Board of Trustees . 

4. The ·work of ·the members . It is of the utmost 

importance to observe that the present inquiry doea not relate 

to those 1ruliv1duals at the Institute who have any duties or re­

epone1b111t1ea,, such as those of the permanent members who are 

of the faculty, or tbe a.saistante who work in conjunction wl.th 

various professor.a 1n carrying out wot•k of spec1f.1c interest; 

nor does it relate to the administrative start ·Or other non­

academic pe:rsonne1 . These all have varying degrees or obligation 

or duty, ana are aclatowledged to be employees receiving com­

pensation within the contemplation :of the tax laws. 

The 1nqU1ry relates solely to those members who have 

no such duties or responsib111t1es, and ·Who are at the Institute 

for the sole purpose of .pur.su1ng their own studies or reaearch 

in any manner t 'h.at they may choose , but wlth the adva_ntae;es o1" 

tbe Inst1tute •s atmosphere, facilities and assistance, and 

contact with other outstanding :scholars engaged in the field, and 

who may bo ·~t the Institute .. 

'I'hese membera are not required to keep hou.r,s of any 

sort; to 1carry 1out any apec1f1c work or p:roJect; to produce any 

tangible or intangible rcsul t; to inform or communicate any .such 

x•esul·t to their associates or even to the Inst! tute ituelf; o:r 

to turn over to it or to anyone else the ownership or e.xploitntion 

thereof . 'N1us,, for example, the writings or inventions or the 
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:members resul'ting from the1r studies or reeear•ch. at the Inst1 tute 

belong to them exclusively., and such writings have not even 

been published by the Institute, though they hav~ been by 1othere . 

In this vital respect the s tatue of the Inst1tuta members is 

be'liCVCd to d1f'fer materially .from that of: iml1V1duals having 

research fellowships .. granted by various univcraitlcs and 

aoe1et1ee and devoted to particular ·work,. fox· ln these 1netence.e 

the individuals who receive the fellowships are required to 

devote themselves to apecific t1eldsor ·projects,, and to communi­

cate and transfer to their sponsor the .resulting product ,, what­

ever form it may take . 

5 . Awarding a.··u1 amoutlte of 2ants . It should 

pr1.mar.1ly be noted that not all , but only some , of the members 

'invited to the Institute .receive .grants of any kind .. Where a 

grant 'ie provided, the amount '18 1dctem1ned by the Director,, or 

by the Bo~d of· Trustees ut>on his recommendation. The de­

termination or recommendation of the :D1rector is made in each 

case .after inquiry and considenation by 'h1m ot the particular 

facts·. 

The magnitude or the 1ant will depend :upon many con-

s1derat1ons, including among others the family and other circum­

stances of the individual. the contemplated duration of his 

etay, and any neceasary travcll.1.ng expenses . Older men are 

more apt to 'have families; younger .ones may not . Member,s coming 

from the far> comere of thi,s .country and or the world must be 
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provi<led with appropriate sums to 111clUde the expense of ,trans- · 

'portation. Members coming upon long-term invitations will tend 

to make the .Institute their headquarters:t and will noed to 

maintain a standard of living charaoter1st1.c of the acadornic 

commw1ity; whereas those here :for shorter per1odt1 will be .apt 

t o maintain more modest households, wlll have less need,, if' any. 

to cnter·tain, and may be willing to draw on sav1n~a while here. 

In ewn,. therefore, maintenance standards ·wlll vary wlth the 
f 

particular member# and there will in any case be room for 

difference of opinion as to the 'amount ,of grant appropriate to 

the 1rdlvid.ual case. Tbe Director an(t Board of Trustees onaeavor 

to fit the tieterndnation to each individual. case,, the object 

always being to adhere to the pr1nc1plee ·expounded by the 

founders and the first Director aa nere1nabove de"scribed. 

'l'lle intent of ·the Institute :ia not to c.ompensatG the 

members for work ·Ol'' servicce~ or for conducting studies or re­

search., or for producing any result ii.n its behalf, but 'to furn1sh 

fac111t1ee, and the mea11s tor a sustenance cons1stent w:tth the 

members' pos1t1on in life, in orjer to .leave them fI"ee to 

'L pursue their worl~ f',or the ultimate and general benef'1t of mankind. 

In thie sense, therefore, the non-'taxable treatment of the grant 

does not result in the unjust enrichment of the indiv.idual re ... 

clp1cnt, but redounds to the banefit oi' the Institute itaelf, 

since 1 t would otherwise be requir.ed 'to furnish to the members 

larger grants, 1n order that the net su.'Ds reraa1.ning arter income 

... -
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taxes,, 1.f such taxes were payable, would c~>ntinuc to :suffice 

to meet the purposes of the grant . 

6. Distinction from aabbat"!cal,s. The question aroae 

aa to how the pre,sent 1natancee d1f!'er t'rom sabbat1cals 

customary 1n the academic ·world . Such sab'bat1cala ai .. e noth1ng 

:more nor less than vacationa or leaves or absence ,, on full ·--

or more usually :part -- pay . They are gi van 1n recogn1 tion or 

·past services and tho expectation or future ,services upon the 

termination or the 25&bbat1cal leave.. 'Thus the compen•atlon 

paid during such eabbatical ,period is .in essence tor past and 

future services, and cannot be compared with the status of .mem­

bers at the Institute~ Who at no time give or render any service ,, 

are not pledged to remain. and are not even ·pcrmi tted 'to do .so 

except for the duration of the membcrah1p 1or any renewal . 

/IRGUMEHT 

It i8 sUbm1tted that,, broad as ta the concept or 
0 1ncome" for the purpoaee or the ta.x laws.. the 1natancea under 

consideration are w1thout its .scope . 

authorities establ ish this . 

The reachings of the 

In :Bogardus v. 1Comm.1sa1oner or Internal Revenue .. 

302 u. s . :34, 58 Sup. Ct. 61, 1t was held ... though by a bare 

ma.Jority of the Court, that where all f·or'"~er stockholders of a 

1company 'became stockholders or a new corporat1on orcanized to 

take 1over certain assets ,of the ,company:J d1str1but1ons or 
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-moneys by 'the new corporation_ pursuant to resolutions adopted 

'by i ta directors and stoclchold.ers,, to present and rormor em­

ployee-a of the company, who had. no connection w1tt1 the new 

corpottation,, 1n recognition of past scrv1cee to the company. and 

although no ol::>lige.tion was owed to them either- by the company 

or by the new corpox•ation,, were non-taxable "giftJS n and not 

u compensation fo1 .. personal ,servicae f) . It was aa1d that there 

waa 11cnt1rely 'lacking the constraining force or any moral or 

legal duty. as well aa the incentive of anticipated benef~tt of 

any kind be_yond the sat1sfact1on which t~lows from the 'perform­

ance of a generous act", and that n1ntent1on must govern1l . 

Even the minority or the Court,, who t"elt that the case was being 

incorrectly decided, accepted the ~rtnciple that ~-

11\fuat controls is the 1ntent1on 'With which pay­
ment, however voluntary, has been made.. llas 1t 
been made with tr"he 1ntent1on that eervicea 
rendered in the paet shall be requited more 
com,pletely,, though full acquittance has been 
g1 ven ~1 Ir ao, 1 t bears a tax. Has 1 t been made 
to slww good will, csteemj or id.ndl1neas towards 
persons who happen to have served, 'but who ,a.re 
paid ·w1 thout tl1ought to make requ.1 tal i'or the 
:service 'i If so,, 1t 1$ exempt." 

The dissent, then, was baaed oolely upon the belief 

of the minority that either eonclueion aa to tho 1ntent1.on 

motivating the payr.ienta had a fair basis in tho cv.id.e-nce, and 

that the determination o.f the !'act trj.or ,should cont~ol . 

In~ v. Hawley, 62 P . 2d ·721, a ,bonus paid to a 

railroad emplgyee by a holding corpoI'ation t.·1as held taxable as 

;it',........ ... _ 
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compensation !'or persona"l service and not a gift. Here again 

the <lcc.iei'on pivoted upon the motive or intent ·surrounding the 

payment,. rather than upon :whether ttle payment was voluntary. 'l'ho 1 

Court there a.d<>pt e(l tho view o.f the Suprem.e Court mi.nor1ty 1n the 

Bogardus case that the oategor1ee of 11ie;1ft ti and "compene&.t'ionn 

are not always mutually e:xcl'usive but at times can overlap, and 

that the controll1ng question was the intention with which the 

payment:f however voluntary, was made. Said the Cow..,t: 

nThat only :ts a gift which is ,purely such, not 
i 'ntended an a return or valun o:r made 'because 
01' any intent to repay a.no tiler What .is his due, 
but beetowad only 'because or personal affection 
or regard Ol? p1ty~ or fr.om gcmeral motives ot 
philanthropy ':>r char-ity. AJ 

This determinati on and its rat1onal,c were accepted,, 

too,, in Scball v. Commissioner of Internal 'Revenue, 111 P. 2d 

893; and the principle was given effect also, though on divergent 

facts, 111 Warrick v • Comm1ss1oner, · 44 B. T. A. 1068, :Ginn v • 
- -

Commissioner, 47 B ,.T.A. 41, and .Scha1rer v. Connnissi.oncr, 9 T. c. 
549,. It was recot::;nizcd al.no 1n !~cDcrmott v. Commineioner of 

In tcrnal Revenue~ 150 l·1 • 2d 58~,, ar.d Stein v .• Con.un1.as1oner, ·--------
llt T .c. 49JI.,, even though .1r1 t he latter 1case the item in 

question was h~ld taxable . 

Furthermore, tho Bureau 1;tself1 in G .. C.M. 5881 
VIII-l:CB 68, I-uled that an award made to a taxpayer by .a cl1ar1t-

able foundat.1-on 1n rceogn:'tti,on or bis achievements 1n science and 

his services in prornoti.~ the public welfare, wae a gift and 

not income; mid in Il1 3756, 1945 C. B. 64 it ruled that 1t'uition 
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and ,ma1nteri.ance stipends ·pa1d 1to non-salaried nurses taking post­

graduate training in p11bl1c ·work, medical- social work. etc . 

represented gi-atu1t1es j_n e.1d or the accompl1sluncnt ot the 

public benefit 1nvolvect, and .not wages,. .there be1ne; no employment 

agt'"eement nor any eommitment ,by the ~.nciiv:lduala e.xcop~ a pledge 

to ·continue 1n the field or public heal.th ·woJ?k on completion or 

the cour.se • 

The member.s, cases here involve no employment, no duty 

and no obligation . Thev are ne1 ther 1~equired nor expected to 

1engage upon any specific work or produce any particular reault . 

They arc 1n effect given contributions toward their maintenance. 

in order that they may with free m1n~s continue thc1r studies or 

resea.rch1 in auJ.table surroundings and atoosphere~ and wlth the 

hope that their studie.s and re.searches may advance generally 

the world's lmowle,dge in their var1oue :fi:elCls. Such ci:>ntr1bu­

t1ons as are made 1:U the Inat.itute for these purposes stand upon 

the sa..~e footine .as 11' they were made directly 'by one 1ndiv1c:lual 

to anothe1•, the former des:trlng .rne:t.'ely to subsidize for philan­

thropic reasons the .studie.s o:r· researches of the latter. Thou(;h 

the oomplex1.on may appear to be ,somcwhnt different, tl1e case i s 

in reality no dif.ferent ft"om that or the patient who reoaivee 

valuable .free treatment and :services at a privately ondo11cd 

hospital , or the student who may receive free tuition with or 

without full or partial maintenance . 

It ie submitted that if the grants here involved were 
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limited 'to the 1nstrmcca of the $250,, timo ~r other similar~ 

relatively smaller ,annual sums, the result here would be cloa.r . 

The ruling cannot be different morely because 'the grants vm-y. 

and ,are 1n ao1:lc instances cons1derabl'y larger, ~or the facts as 

'to the motive, .r elationship,, dutie,s,. and other roattera, as 

between the rncrabor a.nd the Institut e are ;not different. 

~br ~hould the grants be deemed taxable because in 

soma loose or gene1 .. ,a1 sense it docs not acem fa1t~ for the great 

majority 1of ci t1zcno ·to pay t.ru~ca upon tho1r income, ·and others. 

1suc'b as the mer.lbcr,o here, not . ~-he 'amounts of the grants are 

here geared to the maintenance ncceas1t1ca of the 1nd1v.1dual . 

The ,savings resulting from non-taxabil ity consequently .fall ·to 

the Institute,, and not to the mernbc1"a, and accor.clingly t 

exemption .oerveo 'the 'Plibl1c tielfo.re., O..Ttd not the 1nd1vi,c1uele. 

'This .a ccords w! th the ccher.ie or 'the ·tnx la.wo nnd the intent 

1of the Conzrcaa. 

11h.e favorable conn1dcrat1on or the pending application 

1.a , ·thcrororc,, .carnco tly aol1 cited . 

Dated,, New Yorl-:. N . Y. ,,, 10ctober 9th, 1950. 

Reep~·.; l su'btl1 ttcd, 

CoW\scl for ·Tax .. - . 
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(LETTERHEAD OF THE INSTITUTE FOR ADVANCED STUDY, PRINCETON, NEW JERSEY) 

Mar ch 6, 1950 

Re : IT:P:TR 

Commissioner of Internal Revenue 

Washington 25, D. c. 
Dear Sir:-

The purpose of this letter 1e to request an advisory ruling 

with relation to certain matters of ithholding and income taxes upon 

the amounts which are paid by this Institute to nome of its members. 

Preliminary to a proper consideration by you of the questions 

involved, it is necessary that you be apprised respecting the org niz­

ation, purposes and work or the Institute . 

The Institute for Advanced Study ie a corporation organized 

in 1930 under the laws of New Jeraey . The founders ere the late 

Mr. Louis Bamberger and h1s sister, the late Mrs . Felix Fuld . The 

founders' invit ation letter to the fir t Board of Trustees, dated 

June 6, 1930, and the remarks of the first Director ot the Institute 

at its organization meeting evidence the tact that the objective as 

to establish an institute for advanced study, the promotion of kno -
. 

ledge, and the training of students and workers; to create an 

1nst1t~t1on where scientists and scholars might devote themselves 

to research and training or others; and to assemble a group or 

scientists and scholars who, with their pupils and assistants, might 

devote themselves to the task or pushing beyond existing limits or 
human kno ledge . 
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HERBERT H . MAASS 

W I LBUR C. DAVIDSON 

MONROE L. FRIEDMAN 

DAVID .J. LEVY 

DAVID C. WESTON 

20 EXCHA N GE PLACE 

NEW YORK 5, N.Y. 

Dr. J. Robert Oppenheimer, 
The Institute for Advanced Study, 

Princeton, New Jersey. 

Dear Dr. Oppenheimer:-

May 5, 1948. 

CABLE A DDRE SS 

'•MAAS HERB" 

TELEPHONE 

DIGBY 4 6 151 

This refers to the request contained in your letter to 

Mr. Maass of November 18, 1947 for an opinion as to the income tax 

statue of compensation and stipends paid to various personnel and 

members of the Institute. 

The Institute itself is, of course, as an educational 

corporation, exempt from the payment of income taxes or the filing of 

returns upon its income, this by virtue of Int. Rev. Code Sec. 101 (6) 

and by specific ruling by the Commissioner of Internal Revenue dated 

May 25, 1931, confirmed by further ruling dated March 28, 1938. 

However, the withholding provisions of the tax law make no 

exception in favor of organizations exempt from income tax, but on the 

contrary require that "every employer making payment of wages shall 

deduct and withhold upon such wages a tax *i~*" (Int. Rev. Code Sec. 

1622 ); and these sections define an 11 employer 11 as "the person for whom 

an individual performs *** any services" (Int. Rev. Code Sec. 1621). 

But since as a matter of fact and according to our understanding the 

Institute has complied at all times with the withholding sections, by 

filing returns and effecting withholding, error or default on its part 
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can at the most consist only of erroneous decision, in good faith , 

to treat payments to given individuals as non-taxable gifts or grants, 

and consequent failure in such instances to withhold and turn over to 

the Treasury the amounts withheld. For such defaults there is no 

penalty under existing law, and the sole liability of the Institute 

would be the amount of tax in question plus interest (Int. Rev. Code 

Sec. 1623). 

As to the personnel of the Institute, it is possible to be 

unequivocal only with respect to the salaries and compensation paid to 

the staff, the faculty and the assistants, all of whom are clearly 

taxable as receiving their compensation for services rendered. 

As to the remaining category, that of 11 members 11 , we under­

stand this group to include both so-called "permanent members" who 

have academic appointments for their whole career and those whose ap­

pointments are for shorter periods, for the purpose of pursuing their 

own studies either alone or in concert. It is said that members, 

including permanent members, who are not also on the faculty neither 

perform, nor are expected to perform,any services for the Institute, 

nor are they under any obligation in that respect. 

We have carefully examined the tax law and regulations, the 

rulings of the Bureau of Internal Revenue, and numerous court decisions 

which relate to the two questions of whether the sums paid to such 

members constitute taxable income to them, and whether such payments 

are subject to a withholding obligation on the part of the Institute. 

The only conclusion which may be arrived at is that each case must stand 

Board of Trustees Records: Committee Files: Box 2: Committee on Income Tax 1948-1952 
From the Shelby White and Leon Levy Archives Center, Institute for Advanced Study, Princeton, NJ, USA



.. 
MAASS, DAVIDSON, LEVY & FRIEDMAN 

Dr. J. Robert Oppenheimer -3- May 5, 1948. 

upon its own f acts, and that it is impossible to be dogmatic about the I 

determination t o be expected in any instance. 

The law itself, Int. Rev. Code Sec. 22 (a), defines gross 

income as 11 gains, profits and income derived from salaries, wages or 

compensation for personal services ***i~ or from professions, vocations, 

trades**** and income derived from any source whatever****"· Gifts 

are by Int. Rev. Code Sec. 22 (b) (3) specifically exempted from in-

come tax. The question thus is always whether the payment under 

scrutiny is compensation or gift. In the s olution of this question 

the determining factor is stated in many cases to be the intention of the 

parties, i.e., the payor and the recipient. This requires considera-

tion of underlying aims, motives and incentives, including what may be 

disclosed by the testimony of the parties, the basis and reason for the 

payment, the payor's characterization and treatment of the item in its 

returns and books, the terminology of authorizing resolutions, and the 

surrounding circumstances. If no services were contracted for or ren­

dered by the recipient, then the payment would normally be a gift; 

conversely the fact that the recipient was expected to or did render 

services would indicate that the payment was intended as compensation. 

In G.C.M. 5881, VIII-1 C. B. 68, the Bureau of Internal Revenue 

ruled that an award, made to the taxpayer by a charitable foundation in 

recognition of his achievements in science and his services in promoting 

the public welfare, was a gift and not income. 

In I.T. 3756, 1945 C.B. 64, the Bureau ruled that tuition and 

maintenance stipends paid to non-salaried nurses taking post-graduate 
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training in public work, medical social work, crippled children's ser­

vices, etc., there being no employment agreement nor any commitment by 

t he individuals except a pledge to continue i n the field of public 

health work upon completion of the course, represented gratuities in 

aid of the accomplishment of the public benefit involved, and were not 

wages subject to withholding of income tax. 

There does not appear to be any published ruling with respect 

to the taxability of Nobel prizes , Guggenheim or Rockefeller fellowships, 

Rhodes scholarships or the like, which have long been awarded on a 

/} competitive basis to scientists, scholars and students, and it may be 

inferred that the Bureau's practice has been to the contrary. 

The most important precedent wnich has reached the United 

States Supreme Court on this subject is Bogardus v. Commissioner of 

Internal Revenue, 302 U. S. 34, 58 S. Ct. 61, decided in 193?, with 

four of the nine Justices dissenting. There additional payments made 

by a corporation to employees upon authority of stockholders in gratitude 

for services rendered in the past was held to be a gift and not com­

pensation, the Court placing its decision upon the basis that "intention 

must govern", and that gratitude for a Job well done and not a desire to 

pay additional compensation motivated the payments. The minority of 

the Court, though not accepting the decision of the majority, did accept 

the test that "what controls is the intention with which payment, however 

vol untary, nas been made 11
, but felt that "the categories of ' gift' and 

'compensation' are not always mutually exclusive" but can at times 

overlap; that what controls is not the presence or absence of considera-
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tion, but the intention with which payment has been made. v. 

Many other decisions which we have examined serve only to 

emphasize what we have said above, i.e., that each case must be decided 

upon the particular facts pertaining to it. (Lougee v. Commissioner, 

26 B.T.A. 23, aff 1d 63 F. 2d 112; Levey v. Commissioner, 26 B.T.A. 889, 

aff 1d 68 F. 2d 401; Roerich v. Commissioner, 38 B.T.A. 56?, aff 1d 

115 F.2d 39, cert. den. 312 U. S. ?00, 61 S. Ct. 739; Warrick v. 

Commissioner, 44 B.T.A. 1068; Ginn v. Commissioner, 47 B.T.A. 41; 

Wood v. Commissioner, 6 T. C. 930; Schairer v. Commissioner, 9 T. C. 

549; Thomas v. Commissioner, 135 F. 2d 378; and McDermott v. Commi ssioner, 

150 F. 2d 585. 

The evidence on the intention with which payments are made 

by the Institute to members is bottomed in all cases by the provisions 

of the Institute charter and by-laws, the founders' invitation let t er to 

trustees dated June 6, 1930, and the remarks of the Director at the 

organization meeting. In all of these it is stated either expressly 

or by implication that the objective was to establish an institute for 

advanced study and for the promotion of knowledge and the training of 

students and workers; to create an institution where scientists and 

scholars may devote themselves to research and trai ning of others; and 

to assemble a group of scientists and scholars who with their pupils and 

assistants may devote themselves to the task of pushing beyond the present 

.limits of human knowledge and to training others to carry on in this 

-sense. The founders' letter further states that: 

"In endowing this institution we recognize that 
many worthy and capable persons are unable for financial 
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reasons to pursue study or research to the extent justi­
fied by their capacities. It is expected, therefore, that 
the Institute will supply means whereby through scholar­
ships or fellowships such workers may be supported during 
the course of their work or research, to the end that the 
facilities of the institution may be available to any man 
or woman otherwise acceptable possessing the necessary 
mental and moral equipment.*~** 

While the institution will devote itself to the teach­
ing of qualified advanced students, it is our desire that 
those who are assembled in the faculty or staff of the in­
stitution may enjoy the most favorable opportunities for 
continuing research or investigations in their particular 
field or specialty, and that the utmost liberty of action 
shall be afforded the said faculty or staff to that end. 'iriH'r'lt-

The primary purpose is the pursuit of advanced learning 
and exploration in fields of pure science and high scholar­
ship to the utmost degree that the facilities of the in­
stitution and the ability of the faculty and students will 
permit . 11 

Thus it is clear that it was recognized from the inception 

that in order to excite the interest and inspire attendance, research 

and study at the Institute of persons otherwise qualified who might be 

deterred by financial worry and concern for the future, the Institute 

would expect to furnish grants or subventions, whether called this or 

scholarships or fellowships, in order that the persons invited to par­

ticipate might be supported during the course of their work or research, 

and might be free from concern for their future. 

Thus, as to members, the expectation would be that the payments 

to them would be gifts or grants to arouse and inspire their interest 

and application to their studies or research, and not to compensate for 

any services; to encourage scholarly work, not to requite for any value 

received. There would be and there is no commitment whereby the product 
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of study and research by members would belong to the Institute; on the 

contrary, such as it may be, e.g. writings or inventions, it remains 

the property of the member. 

The basic intent therefore appears, in the case of members, to 

be uniformly that of gift or grant in order to make it possible for the 

member to continue his studies and research. On the other hand, many 

other facts occur in the individuiu instances which affect the question 

and cast doubt upon the attitude of the Bureau of Internal Revenue 

should the question arise; and of course the most forceful of these 

factors are the elements of amount and duration of the payments, and at 

times the contractual nature of the obligation assumed by the Institute. 

With all of the ' foregoing in mind, we have endeavored to the 

best of our ability to assess the facts pertaining to the cases of each 

of the individuals about whom you have inquired, and have come to the 

conclusions set forth, namely: 

(1) James Alexander: Prior to December 16, 1947 he was 

professor in 'the faculty of the School of Mathematics. Finding conflict 

between these duties and his own work, he requested and was granted a 

leave of absence of apparently indefinite duration, and. simultaneously was 

appointed a member with a 11 stipend11 of $7,500.00 a year, the Institute 

agreeing to continue contributions to T.I.A.A. It is stated that he 

has been relieved of all administrative and other duties formerly his as 

a member of the faculty and now performs no services for the Institute. 

The case, particularly in view of the past status, is one in which it is 

proper for the taxpayer to take the benefit of the doubt, classify the 
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stipeni as non-taxable grant rather than compensation, and allow the 

matter to be reviewed by the revenue authorities whenever and however the 

question should arise. 

(2) John C. Cooper: Appointed to five-year membership in 

July, 1945; stipend $4,000.00 per year, which is apparently augmented by 

$2,000.00 per year supplied by Rockefeller Foundation. Works independent-

ly on study of international civil aviation law. Mr• Cooper appears to 

have reported his stipend in the past for information purposes but not as 

taxable income, and the question has apparently not as yet been raised 

by the revenue authorities. This stipend is in our opinion not taxable. 

(3) Hans Swarzenski: Present appointment for five years from 

July, 1947, with a 11 salary 11 of $4,000.00, plus T.I.A.A . contribution. 

Reported to do independent research, superseding prior status as an 

assistant to Professor Panofsky. The appointment resolution of February 

18, 194? refers to payment of "salary"; but the contemporaneous appointment 

letter of the Director refers to this as 11 stipend 11
, and also states that 

under a ruling of the Bureau of Internal Revenue the stipend will be 

free of income tax . We are not informed of any such ruling, and probably 

this was an erroneous statement unless made in a general sense. Our 

opinion in this instance too is that the facts permit the taxpayer to re­

solve the doubt in his favor, allowing the question to arise as it may. 

(4) Abraham Pais: Appointment for five-year term in December, 

1945; stipend then $1,800.00; increased in December, 1946 to $2,500.00; 

increased in June, 1947 to $6,000.00. Conducts independent research in 

physics. However, the letter from the Director to him dated August 22, 
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1947, and apparently furnished for visa purposes, refers to 11 the nature 

of your duties at the Inet1tute 11 ; also tha t he 11 will be expected,..*** 

to participate in the training of younger physicists **** and from 

time to time to give courses in instruction **** 11 
• If the t'acts set 

forth in the Director's letter are correct, then it is apparently a 

part of the obligation in this instance that services be rendered, in 

which event the payment wou l d be taxable. Ir this letter, directed to 

immigration and not tax questions, was inaccurate, then the payment 

would in our opinion not be taxable, for the case would come within the 

general 11 stipend" category. We are informed that in this case you 

have in the past treated payments as non-taxable, and have not withheld. 

This treatment can be continued only upon the hypothesis stated; other­

wise it must be changed. 

(5) Kurt Weitzman: Present ap~ointment June, 1945; resolu­

tion of Executive Committee refers to "permanent status with tenure", 

also to 11 salary11 of $5,000.00 per year, plus T.I.A.A., and payable part­

ly by Princeton University. Dr. Weitzman is said to do independent 

research. He has in the past been treated as taxable upon all his in­

come, both from the Institute and from Princeton University. What has 

been said about Drs. Alexander and Swarzenski appears to be applicable 

here too, and notwi thstand.ing the 11 tenure" and the phraseology regarding 

11 salary", we think a good case can be made for treating the contri bu­

tions of the Institute as non-taxable. Nevertheless in this instance, 

besides the geveral unfavorable f actors mentioned, the Institute, by 

withholding in the past, has placed an interpretation on its relations 
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with Dr. Weitzman as his employer and treated the payments to him as 

salary. Accordingly, and especially since in our view nothing is to 

be gained from the Institute 1 s standpoint by expediting any test case, 

and in addition this would be a particularly unfavorable "guinea pig", 

we are of the opinion that no change be now effected in this instance 

but that the payments continue to be treated as taxable and that with­

holding likewise continue. 

(6) Kurt Godel: Present appointment as permanent member 

February, 194?; stipend $6,000.00, plus T.I.A.A. contributions. The 

resolution refers to the terms of the appointment being such that under 

certain circumstances and if he should at any time 11 be unable to perform 

his duties, he should be retired on a pension of $1500 11
• The appoint­

ment letter of December 19, 1945 carries this out. Work is entirely 

advanced research in field of mathematics, done independently. In this 

case there is a considerable correspondence record on the sub j ect of 

taxation, and the determination to treat Dr. Godel 1 s income as taxable 

was apparently made upon consideration of refugee and immigration 

status. Dr. Godel apparently entered the country under a visa granted 

on the basis of professorial status. Although the basic consideration 

remain the same therefore, it would be difficult to sustain this as a 

non-taxable case, especially since there is apparently some thought of 

increasing the stipend to $9,000.00. We think that in view of the past 

record, the payments in this instance should be treated as taxable and 

withholding shoul d continue; and independent decision may be made by 

Dr. Godel and his advisors upon the question of whether to test out his 
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status by filing claims for refund. 

(7) Niels Bohr: The information supplied in this instance 

is most limited. There is apparently no formal appointment letter and 

no record in the minutes; and Dr. Bohr is apparently designated as a 

visiting professor invited for a temporary term to "work with members, 

give lectures, etc. 11 In the absence of further evidence, we would 

confirm the decision to treat this income as taxable, and since Dr. 

Bohr is a Danish subject, withholding shoul d be effected under the 

special provisions of the Internal Revenue Code relating to non-resident 

aliens. We understand that you have recently started to treat the 

payments to Dr. Bohr as non-taxable 11 stipend", but do not know the basis 

for this. If you wish us to reconsider his case, please furnish us 

with a more complete statement of the facts, and of the reasons for your 

treatment of the payments to Dr. Bohr as 11 stipend". 

(8) P.A.M. Dirac: Appointment February, 1947 as visiting 

professor for the 1947-8 term; salary $12,000 .00. The provisions of 

the tax treaty between this country and the United Kingdom provide 

that residents of the United Kingdom teaching here at a university or 

college are exempt from taxation on the income from such services if 

they are temporarily in the United States for a period not in excess of 

two years. This case appears to come within the treaty, and for that 

reason alone the payments appear to be non-taxable. However, it would 

appear that Dr. Dirac's stay may be in excess of two years, interrupted 

only by annual absences of several months when he returns to England. 

Under these circumstances, we are doubtful as to whether each stay here 
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will be treated individually, as one for less than one year, or whether 

the several interrupted stays will be treated as a continuous period 

exceeding two years. This is a proper case in which, in our opinion, 

rulings should be obtained from the Bureau of Internal Revenue. 

(9) H. T. Wade-Gery: Appointment December, 1945 as visiting 

professor for academic year 1947-8; salary $6,000.00, plus additions 

to cover certain expenses. This case also appears to come within the 

British tax treaty, and the payments shoul d for that reason be treated 

as non-taxable. 

(10) David Mitrany: Appointment May, 1946 for one month's 

"consulting work 11 each year. The Director of the Institute wrote a 

letter on March 21, 1947 referring to Dr. Mitrany as a permanent member; 

to the payment to him of a "research stipend11 of $1,200.00; that this 

was to facilitate research and not in compensation for services. It is 

not quite clear that Dr. Mitrany's attendance at the Institute is for the 

purpose of 11 teaching", but giving the broadest interpretation to the 

phraseology of the treaty and bearing in mind its broad intent, we think 

it may be said that the income is in this ins tance not taxable either 

because it is not paid as compensation for services or because if it is 

the services ar~ in the nature of 11 teach1ng 11 and come within the treaty. 

(11) Walther Maver: Originally appointed 1932; present 

appointment is apparently technically as Assistant to Dr. Einstein. 

Letters uniformly refer to payments to him as 11 salary11 • Amount now 

appears to be at the rate of $5,300.00 per year. Work is stated as 

independent research in topology. The record already established 
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would make it extremely difficult to treat the payments in this instance 

as anything but what they have been called, and accordingly we would 

recommend continuing to treat this income as taxable. 

(12) Nicolaas Hendrik Kuiper: This case is not covered by 

your memoranda to us, but is the subject of your letter of April 23, 

1948, and our reply of April 29, 1948. The f acts here are that Dr. 

Kuiper is Dutch; and on leave from a school in Holland to do research 

at higher mathematics at the Institute, his entry being effected under 

a student's visa expiring August 24th next. Stipend $3,500.00. Dr. 

Kuiper has been invited to remain for another year. You have in the 

past carried him as an 11 assistant", and treated the payments as taxable 

salary, effecting withholding. As stated in our letter of April 29th, 

this appears to be clearly a stipend case; the payments appear to be 

non-taxable; and withholding should be discontinued; and any moneys with­

held during 1948 should be paid over. The subject of filing claim for 

refund for 1947 has been treated fully in our earlier letter. 

Accordingly our conclusion would be tha t there shoul d be no 

withholding in the cases of Dr. Alexander, Mr• Cooper, and Dre. Swarzenski, 

Pais, Dirac, Wade-Gery, Mitrany and Kuiper; and tha t there shoul d be 

withholding in the cases of Drs. Weitzman, Godel, Bohr and Mayer. 

We would further recommend that the considerations which have 

been described in this letter be borne in mind in connection with all 

future appointments and arrangements, and that correspondence, minutes 

and reS«Dlutions, appointment letters and all other writings be phrased 

appropriately; that the words 11 salary" or "compensation" be used only 
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where clearly appropriate; and that even the use of the term 11 stipend11 

be discontinued and replaced by a word more clearly reflecting the 

non-compensatory character of the payment, e.g., grant, grant-in-aid, 

subvention or scholarship. 

We would further recommend thRt the Institute refrain in all 

doubtful cases from making any representation to the member as to whether 

the payment to him will be taxable or non-taxable; and that in all in­

stances in which the Institute resolves doubtful cases by deciding against 

withholding, it advise the member of the tenuous onaracter of the problem, 

and request from him a suitable letter of indemnity, whereby the member 

will affirm his responsibility for any withholding taxes which the 

revenue authorities may subsequently seek to establish against the 

Institute in respect of the payments to that member against which no 

withholding will be made. 

Lastly, we recommend th~t the Institute do whatever may be 

necessary to insure tha t whenever any member whose case may affect those 

of others at the Institute should take any step, or have any communica­

tion from the revenue authorities, which may involve the problem to 

which this letter is directed, you be notified promptly, and are af­

forded the opportunity to consult and advise, and if deemed necessary 

participate, directly or indirectly, in the presentation of whatever 

question may be under consideration with the revenue authorities. Yoay tr:11, 

DJL:JR 
For MAASS, DAVIDSON, LEVY & FRI EDMAN. 
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