
•

•

•

May 4, 1961

HEKOIAHDUM II ROB!llTSOll

lle: :Meeting with Hr. Hatfield friday. April 28

1. At the requelt of Hr. Hatfield, Aasbtmt Director, Tax Ruling.

Diviaion, the undersiped conferred with him on Friday afternoon. April

28.

2. Mr. Hatfield ltated he wiahed he had rec:tivedthe requelt for

consideration at least two weeks before. Be further .tated that his

division wa. examining carefully the question of whether or Dot they

could rule that, in any event, this gift was !Ifor the use" of Princeton.

3. Mr. Hatfield then suggelted that the Service would rule favorably

that the gift was deductible for income and gift tax purpose. on the

condition that the Foundation, after a year of operation, received a

favorable ruling from the Exempt Organizations Branch that it was

exempt from income tax.

4. We advised Mr. Hatfield that such a ruling would Dot give the

taxpayer any protection insofar a8 the deductibility of the gift for

gift tax purposes waa c~ncerned. W. reiterated that unless a ruling

as to deduction for gift tax purpolel wal forthcoming. the donor could

not maka the gift in view of the possibility that one-half of the

$32,000,000 might be dissipated in taxes.

S. We then emphasized that the gift was to an institution completely

under Princeton's control. We reiterated that Princeton would not have

accepted such a gift unles. it could have full control over the fund
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Otherwise. it could not cOllD1t itself to luch

•

•

an extenaive program as envisaged in the formation of • new graduate

school of public administration.

6. We also emphasized the advantages from Princeton'. point of

view in the us. of auch an interaediary foundation. Mr. Hatfield then
. ,

inquired a. to why a trust fora had DOt been a.ed and indicated that

this would give htm much lea. difficulty.

7. We then pointed out:

<a) That the gift vaa to an institution which qualified and

that under the prior policy of the Gift and latate Tax Branch of

the Tax Rulings Division, a ruling should issue as to the gift

tax deduction for the simple reason that otherwise the operation

could not be instituted.

(b) That, even if this policy were changed. the gift in

question should be the subject of a favorable ruling because

(1) it is conditional on the institution qualifying

under lBC Section SOl(c)(3). otherwise the gift must go to

Princeton. (Hr. Hatfield indicated concern that in the

intervenins period there could be a 10.' occurring through

an improper u.e and JUDagement of the foundation which would

mean that the property would not go to a qualified institution.)

. (2) That in this case the aift waa actually to or for

t~ use of Princeton in view of the control by Princeton of

the rouudation. We urge that whatever happened after the gift.

the property was from the moment of gift held for the use and

benefit of Princeton and any 1088 would be occasioned by

PRINCETON016737

ober3342
Highlight

ober3342
Highlight

ober3342
Highlight

ober3342
Highlight

ober3342
Highlight

ober3342
Text Box
Link to Full Text of May 4, 1961 Myers Memorandum

http://www-01.princeton.edu/robertson/documents/docs/Jack_Myers_memo_5-4-61.pdf


•

•

•

- 3 -

Princeton' 8 OVD activities through ita control-Thil _ans

that Princeton would have the use of the property from the

inception wbether a gain or loss ensued.

8. In thi. comlecUon. we noted that:

<a> If the donor cOntributed an active busines. ope~.tion

to Princeton. the gift would. be to Prtnceton'. u.. eventh~sh

the buainea8 operation would be·subject to tax. In the preH1lt

iutanee, Princeton has as full control and ownership of property

in question a8 if it owned all the stock of a corporation or the

entire alaets of & business. This follows from its possession of

four out of seven member-trustees.

(b) We noted that the member-trustees were member-trustee•

with primary responsibility to Princeton in view of their official statUI

as officials of Princeton. (three of four are member-trultees by virtue

of their official status, the President. Chairman of the Board of

Trustees. Chairman of the Executive COIDIIlittee. The fourth. already

appointed. 18 a Charter or life Trustee of Princeton.)

(c) We advised Mr. Hatfield that in fact Mr. Robertson had.

virtually 8iven up to l'r1nceton every right except the right to wltnesa

his .:Jney being spencl 'and 811 opportunity to apeak with respect to

operation (but not to exercise aD1 control) •
.

(d) We noted the dilemma on the horns of which Mr. Hatfield

propo••d to put the douor. Raving given up complete control of the

roundation to Princeton. the! donor would be in no position to see to

it that the roundation operated in such a way &s to qualify under
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Section SOi(c) (3). The activities sltd direction of the association 

are entirely subject to  the direction of Princeton'e off ic ia l  

represqntatives. Thus, in the light of Hr. Batfisld'8 argument, 

i t  is  feasible that Princaton, throu* its reprerentativaa, could 

caw- Ehb'dowr to  be taxed on the gift. . . .  . . . . .. 

9. Mr. Hatfield then reiterated that hir seetion was. attempted 

to f i e  a , w q  ' to  rule that this gift'waa laadr for  the use of Princeton. 

Em auggested,that it vould be helpful  for the Preeident of the Uaiwrroity 

and for  Hr. Robertson to e u W t  joint stateaenta that the Pouadation 

war i n  fact abject t o  Princeton's control. We noted that this w a o  

obvioua from the raoord, but ve vould agree to contact Rincetou t o  

determine what  their raactiar dght be t o  such a suggestion. 

10. After discussions vith Kr. Maistree, 'we advised that President 

GO- would submit such a stataaent hf i€ would i n  fact dispoee of the 

matter, but that under the ~ircw~~tancer, Princeton f e l t  that  the vhole 

g i f t  might be los t  i f  a similar requert were made t o  Mr. Robertson. 

We then suggested that we would obtain Resident ~oheen's l e t ter  if 

it  van material. (Mr. Hatfield raid that he would not guarantee -thing, 

but that  he believed that  auch, a l e t t e r  would " t i p  tb stalesn.) 

W. ,paked Mr.  Ehtficld 'if a r ~ y  other data would be necesea.q or  

ueeful - including elimination of the pawar of the corporation t o  

"davalap r ea l  -estatew. He made no further auggeetionr i n  t h i s  regard. 

11. xt vru, our conclusion that such a Letter ahouLd be suhitted 

although it in fact merely confinnr the record. We urge the submiseioa 
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