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Mnited States Board nf Tax Appeals

NicHorAs RoErrICH,

Petitioner,

V8.
o Docket No.
Guy T. HeLveriNeg, Commissioner

of Internal Revenue,

Respondent.

Petition

The above named petitioner hereby petitions
for a redetermination of the deficiency (IT:E:Aj-
HWS-27609-90D) set forth by the Commissioner
of Internal Revenue in his notice of deficiency
dated December 2, 1935, and as a basis of his pro-
ceeding alleges as follows:

1. The petitioner is an individual and a non-
resident alien, presently residing at Naggar,
Kulu, Punjab, British India.

2. The notice of deficiency (a copy of which is
attached and marked Exhibit A) was mailed to
the petitioner on December 2, 1935.

3. The taxes in controversy are income taxes
for the calendar years 1926, 1927 and 1934, and
in the amounts respectively of $10,680.41, $10,-
824.82 and $314.21 (totalling $21,819.44), with
25% penalties respectively of $2,670.10, $2,706.20
and $78.55 (totalling $5,454.85), with 50% penal-
ties respectively of $5,340.20, $5,412.41 and $157.11




2
(totalling $10,909.72), and with interest, which up
to December 2, 1935, respectively of $5,567.86,
$4,993.65, and $12.98 (totalling $10,574.49), or a
grand total (interest being computed up to De-
cember 2, 1935) of $48,758.50, with such interest
as may have accrued since that date.

4. The determination of tax set forth in the
said notice of deficiency is based upon the follow-
ing errors:

A. The claimed tax due for 1926 is erro-
neous in that the petitioner’s net income was
assessed at $76,613.18, whereas in truth and
fact the petitioner’s net income for said year
was $2,900, or $73,713.18 less. The said error
was founded upon the inclusion in peti-
tioner’s income of

(a) claimed ‘income from the
sale of paintings, which, in truth
and fact, was not income to, of,
or for the petitioner, amounting
fobm s E e e $73,300.00

(b) claimed income from in-
terest on bank deposits, which
in truth and fact was not income
to, of, or for the petitioner,
amounting to

Totalling $73,713.18

B. The claimed tax due for 1927 is erro-
neous in that the petitioner’s net income was
assessed at $77,379.62, whereas in truth and
in fact the petitioner’s net income for said
year was $100.00, or $77,279.62 less. The
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said error was founded upon the erroneous
inclusion of

(a) claimed income received
from sale of paintings, which
in truth and fact was not income
to the petitioner, in the sum of. $74,271.78

(b) claimed income received
from interest on Liberty bonds,
which interest was on bonds not
of the petitioner, in the sum of.

(¢) claimed profit received on
the sale of Liberty bonds, not
the property of the petitioner,
in the sum of

(d) claimed income received
as interest on bank deposits and
bonds, not the property of the
petitioner, in the sum of 1,399.23

Totallimpas v v $77,279.62

C. The claimed tax due for 1934 is erro-
neous in that the petitioner’s net income was
assessed at $8,569.00, whereas in truth and
in fact the petitioner’s income for said year
was $6,069, or $2,500 less. The said error was
founded upon the erroneous inclusion of

(a) claimed income from the
sale of paintings of

and is erroneous further in that no credit was
given for deductions for lawful purposes in
the sum of $2,770.




4

D. Because petitioner’s net income for 1926
was $3,313.18, for 1927 was $100.00, for 1934
was $6,069 less deductions, the respective
penalties and interest assessed against peti-
tioner were and are erroneous because

(a) they were not founded upon the
actual income;

(b) in so far as 1926 and 1927 are con-
cerned they should not have been assessed
because the petitioner was not required to
file returns for said years; and

(¢) there has been no fraud, or intent to
defraud, and no wilful or intentional failure
to file returns.

5. The facts upon which the petitioner relies as

the basis of this proceeding are as follows:

A. In 1923, a Central Asiatic Expedition,
with artistic and scientific aims, including the
painting of a great panoramic series of works
of Central Asia never theretofore painted by
a western artist, the translation of original
manuscripts, folk lore and artistic material of
that locality, and archaeological research, was
organized by the Roerich Museum, Master
Institute of United Arts, Inc., and Corona
Mundi, International Art Center, which were
educational and artistic organizations, organ-
ized and operated exclusively for scientific,
literary and educational purposes, no part of
the net earnings of which inures to the benefit
of any private shareholder or individual. It
was planned that the Expedition should be-
gin its work from Sikkim, India, thence pro-
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ceeding to Kashmir, Ladak, Chinese Turke-
stan, Altai, Burjatia, Mongolia, Tibet, across

and back to Sikkim, conclud-
ing a theretofore unattempted cirele around
Central Asia.

B. The petitioner was requested by the
aforementioned institutions to undertake the
leadership of this expedition. The petitioner
previously had been engaged in artistic and
scientific pursuits.

C. The said expedition was pursued en-
tirely for American interests in that the fruits
of said expedition were to be, and were,
brought back to the United States of America
and here to be exhibited in the museums and
organizations sponsoring said expedition. In
return for the aforementioned acquiring of
said fruits of the expedition, including all the
paintings painted while on said expedition to
become the permanent exhibition of the Roe-
rich Museum and its trustees (and later to
be publicly declared the property of the
American people at large), the said organiza-
tions and persons associated with said organ-
izations agreed to finance the said expedition
and pay its expenses.

D. One of said persons who agreed to con-
tribute funds and make donations for the said
expedition was Louis L. Horch.

E. The petitioner had great confidence in
the said Louis L. Horch, and prior to leaving
on said expedition he executed and delivered
to said Louis L. Horch a full power of attor-
ney to act for him and in his name, and per-
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mitted said Louis L. Horech to open bank
accounts in his, the petitioner’s name, make
deposits therein and to withdraw funds there-
from, all for the purposes of the said expedi-
tion. Petitioner had left the matter of filing
income tax returns for the years 1926 and
1927, among many years, with the said Louis
L. Horch, who had filed such returns for him
prior thereto.

F. The said expedition left New York in
May, 1923, and in December, 1923, reached
Darjeeling in British Sikkim. Here a base
was established and several trips were con-
ducted in Sikkim. The whole of 1924 was
spent in Sikkim in preparation for the more
extensive journey into inner Asia. It was
imperative to acquire a good speaking knowl-
edge of the Tibetan language before starting
on a journey which would require constant re-
lations with natives. On March 6, 1925 the
expedition left Darjeeling, and then proceeded
to Kashmir, Little Tibet, over the passes of
Karakorum, to Chinese Turkestan, and thence
to the Altai Mountains, Mongolia, through
the Gobi Desert, across the spaces of Tibet,
and back to Sikkim, arriving at the last-men-
tioned on May 26, 1928. The route taken by
the expedition appears on the photostatic copy
of a map, attached hereto and marked Exhibit
B. In October, 1927, the expedition was held
captive in Tibet at an altitude of 15,000 feet
in extreme weather, and was detained there
for the entire winter, until March, 1928, dur-
ing which time ninety animals of the caravan
perished from the cold and hunger, five na-
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tives attached to the expedition died from the
hardships, and all provisions and money were
exhausted. Accounts of the expedition and
reports thereof are more fully contained in
¢‘Trails to Inmost Asia’’ by George N. Roe-
rich, published by the Yale University Press
in 1931, ““Altai Himalaya’’ by petitioner, pub-
lished by Frederick A. Stokes & Co., in 1929,
¢“Shambhala,”” by petitioner, published by
Frederick A. Stokes & Co., in 1930, ‘‘Heart
of Asia,”’ by petitioner, published by the Roe-
rich Museum Press in 1929, ‘‘Himalaya,’’ by
petitioner, published by Brentano in 1925.

G. During the five years of the expedition,
petitioner painted nearly five hundred paint-
ings, all of which were sent to the Roerich
Museum in New York, and where they since
have been, and are now, hanging on per-
manent exhibition. In addition, a vast record
of scientific achievement of the expedition
has been described in articles and writings,
besides the works mentioned, and many cul-
tural objects were secured for the sponsoring
organizations.

H. On July 24, 1929, the trustees of the
Roerich Museum, including petitioner, pro-
claimed the Roerich Museum and its objects
of art as the property of the people of the
United States of America, by a declaration
dated that day, a photostatic copy of which is
attached hereto and marked Exhibit C; and
official notification of said declaration was con-
veyed to the President of the United States.
Such declaration embraced, among other
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things, the paintings and art objects made and
found on the expedition hereinabove set forth.

I. In 1926, Louis L. Horch, above referred
to, and his wife, Nettie S. Horch, contributed
the sum of $73,300 to the expedition for its
purposes and for acquiring on behalf of the
sponsoring organizations for permanent loan
exhibition the paintings painted by petitioner
on said expedition. This sum was a dona-
tion for the Roerich Museum so that the ex-
pedition might continue and so that the
Roerich Museum might acquire the fruits
thereof. This sum was deposited by the said
Louis L. Horch in the bank account of peti-
tioner’s name under the control of the said
Louis L. Horch and by the said Louis L.
Horch withdrawn from time to time and sent
to the expedition in Asia.

J. The said sum of $73,300 was not income
to the petitioner, but was a donation so that
the expedition could continue and so that the
expedition could produce the art and scientific
objects for its sponsors; and the said sum was
entirely spent for the expenses of the expedi-
tion.

K. The paintings were not sold by peti-
tioner to Louis L. Horch for the sum of $73,-
300 or any other sum but were given by peti-
tioner to the Roerich Museum for permanent
loan exhibition.

L. Interest on bank deposits amounting to
$413.18 was not interest on money or deposits
of petitioner, but donations for the expedi-
tion, and was not income to, of, or for the
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petitioner, and was entirely spent for the ex-
penses of the expedition.

M. By reason of the foregoing, the inclu-
sion of the said sum of $73,713.18 in peti-
tioner’s income for 1926 was erroneous; and
petitioner’s income for said year was only
$2,900.

N. In 1926, for a long time prior thereto,
and ever since, and at the present time, peti-
tioner was and is married and living with his
wife and contributing to her support.

0. In 1927, in. similar fashion, Louis L.
Horch and his wife Nettie S. Horch contrib-
uted and donated the sum of $65,137.66 in
cash and deposited bonds of the value of
$9,134.12, totalling $74,271.78, for the pur-
poses of the expedition and so that the spon-
soring organizations might reap the fruits
of the expedition.

P. The said sum of $74,271.78 was not in-
come to the petitioner, but was a donation so
that the expedition could continue and so that
the expedition could produce the art and
scientific objects for its sponsors; and the said
sum was entirely spent for the expenses of
the expedition.

Q. The paintings were not sold by peti-
tioner to Louis L. Horch for the sum of $74,-
271.78 or any other sum, but were given by
petitioner to the Roerich Musuem for per-
manent loan exhibition.

R. By reason of the foregoing, the inclu-
sion of the sum of $74,271.78 in petitioner’s
income for 1927 was erroneous.
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S. Interest on Liberty bonds in the sum of
$637.50 was deposited in petitioner’s bank ac-
count by the said Louis L. Horch. The said
bonds were purchased by the said Louis L.
Horch with money deposited in said account
by the said Louis L. Horch for donations for
the purposes of the expedition, as hereinabove
stated. Neither the bonds nor the interest
was petitioner’s property.

T. The interest on the said bonds was tax-
exempt.

U. The Liberty bonds aforesaid were sold
by said Louis L. Horch on September 10,
1927, and the proceeds from the sale of said
bonds were deposited by him in petitioner’s
bank account, but neither the bonds nor the
proceeds from the sale thereof were the prop-
erty of petitioner, but were donations and
conversions thereof for the purposes of the
aforesaid expedition; and the profit on the
sale thereof, $971.11, was not income to, of,
or for the petitioner, and was entirely spent
for the expenses of the expedition.

V. Interest on bank deposits and bonds,
amounting to $1,399.25, was interest on money
and bonds not of petitioner, but donations for
the expedition, and was not income to, of, or
for the petitioner, and was entirely spent for
the expenses of the expedition.

W. By reason of the foregoing, petitioner’s
income for 1927 was $100, and not $77,379.62.

X. In any event, even if the amounts set
forth in the notice of the deficiency were tax-
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able income for 1926-1927, which the peti-
tioner denies, said sums were spent by peti-
tioner in carrying on the expedition, includ-
ing reasonable allowances for salaries or
other compensation for personal services and
traveling expenses while away from home
and in the pursuit of the said expedition, all
in behalf of the sponsoring organizations,
each organized and operated exclusively for
scientific, literary or educational purposes,
no part of the net earnings of which inures to
the benefit of any private shareholder or in-
dividual, all of which constituted lawful de-
ductions.

Y. In any event, even if the amounts set
forth in the notice of deficiency for 1926-1927
or any part thereof were compensation for
labor or personal services, which the peti-
tioner denies, such labor or personal services
were performed without the United States by
petitioner, a mnon-resident alien individual,
and therefore was not taxable income.

Z. Petitioner did not make a false or fraud-
ulent return or fail to make any return with
intent to evade tax for any of the years here
involved and, therefore, by reason of the
statute in such case made and provided this

§7in so far as 1926 and 1927 are
concerned is barred by the statute of limita-
tions.

AA. On or about April 22, 1934, petitioner
departed from the United States on an ex-
pedition to Central Asia, which said expedi-
tion was organized by the Department of
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Agriculture of the Government of the United
States, and was continuously absent from the
United States from that date for the balance
of 1934 and is still absent. Prior to peti-
tioner’s departure he filed a return of his in-
come up to that time.

BB. Petitioner, who had great confidence
in the aforesaid Louis L. Horch, left the mat-
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exclusively for similar purposes; and to the
extent permitted by law these were and are
proper deductions.

KEE. There has been no fraud and no fraud
with intent to evade tax, no part of any defi-
ciency is due to fraud with intent to evade tax,
and no wilful or intentional failure to file
return, for any of the periods here involved.

ter of filing his return for the balance of the
year and any other returns for the year with
the said Louis L. Horch, who had for many
vears prior to 1934 attended to the filing of
petitioner’s tax returns; but, without the
knowledge of the petitioner, the said Louis
L. Horch failed to file any return for him for
1934.

FF. The petitioner is ready, able and will-
ing to pay the proper tax on his income for
1934.

‘WHEREFORE, the petitioner prays that this Board
may hear the proceeding, determine that there
was no deficiency for 1926 and 1927, determine
that there was no fraud for 1926, 1927 and 1934,
redetermine the deficiency for 1934, if any, ad-
judge that the petitioner in the years in question
had no income subject to taxation other than as
herein stated, that the petitioner is not subject
to the taxes, penalties or interest assessed against

CC. Upon information and belief, peti-
tioner’s income from the sale of paintings
was not, as is stated in the notice of defi-
ciency, $8,569.00, but $6,219 less $150 com-
mission paid for the sale of paintings, or a

net of $6,069. him, and relieve the petitioner and his property

from any liens or proceedings taken against him

DD. Petitioner, in 1934, contributed the ; sy
by reason of claimed deficiencies.

sum of $1,300 to the Roerich Museum or
Master Institute of United Arts, Inc., both of
which were corporations organized and oper-
ated exclusively for scientific or educational
purposes, no part of the net earnings of which By HgererT Pravur,
inures to the benefit of any private share- Harorp Davrs,

holder or individual, and no substantial part Attorneys for Petitioner,

of the activities of which is carrying on propa- 76 Beaver Street,
ganda or otherwise attempting to influence : New York, N. Y.
legislation, and $1,470 to Urusvati Himalayan

Research Institute, organized and operated

NicronAs RorricH,
Petitioner.
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StaTE oF NEwW YORE,

SIS

County or New Yorg, ™

Hereerr Pravr and Harorp Davis, both being
duly sworn, say that they are the attorneys in fact
and in law for Nicholas Roerich, the petitioner,
that a copy of the power of attorney under which
they act is attached hereto; that they act pursuant
to such power; that such power has not been re-
voked ; that petitioner is a non-resident alien and
is sojourning outside the United States and is
absent from the United States; that they have
read the foregoing petition and are familiar with
the statements contained therein, and that the
facts stated are true, except as to those facts
stated to be upon information and belief, and
those facts they believe to be true. The grounds
for their knowledge are the books, records and
papers of petitioner, communications received
from him, and conferences with his associates.

HereErT PrAUT.
Harorp Davis.

Subsecribed and sworn to before me
this 27th day of February, 1936.

Harorp M. Comen,
Notary Public.
Bronx County No. 149; Reg. No. 138036
Cert. filed N. Y. Co. No. 736, Reg. No. 60413
Cert. filed Kings Co. No. 150; Reg. No. 6285
Commission expires March 30, 1936.
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Exhibit A

TREASURY DEPARTMENT

WASHINGTON

OFFICE OF
COMMISSIONER OF INTERNAL REVENUE

Address Reply to
Commissioner of Internal Revenue
and Refer to

Deec. 2, 1935.

Mgz. NicuOLAS ROERICH,
¢/o L. L. Horch,
310 Riverside Drive,
New York, New York.

Si’l‘:

In accordance with the provisions of sect%on
279(a) of the Revenue Act of 1926, and section
973(a) of the Revenue Act of 1934, there hgs been
assessed against you a deficiency amounting to
$48,758.50, income tax, penalties and interest, f'or
the taxable years 1926, 1927 and 1934, the details
of which are set forth in the statement attached.

In accordance with section 274(a) of the Reve-
nue Act of 1926, as amended by section 501 of the
Revenue Act of 1934, and section 272(a) of the
Revenue Act of 1934, notice is hereby given of the
deficiency mentioned. Within ninety days. (npt
counting Sunday or a legal holiday in the District
of Columbia as the ninetieth day) from the dat.e
of the mailing of this letter, you may file a peti-
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tion with the United States Board of Tax Appeals Less:
for a redetermination of the deficiency.
Exemption 3,500.00

Respectfuly,

Guy T. HELVERING, Subject:tomormal tax ;v a $73,113.18

Commissioner. Tax on $4,000.00 at 1% % $60.00

By Cmas. T. RusseLy, Tax on $4,000.00 at 3% 120.00
Tax on $65,113.18 at 5% 3,255.66

Surtax on $76,613.18 7,250.37

Deputy Commissioner.
Enclosure:

Statement.
Botal o e i s $10,686.03

STATEMENT

IT:E:Aj Less:

HWS-27609-90D BEarned income credit

Inre: Mg. Nicaoras RoEricH,
o le L Loty 30 o $10,680.41
310 Riverside Drive, e el
New York, New York.

Tax Deficiency 25% 50% . 3 3
Year Tax Due Assessed in Tax Penalty Penalty Interest Deﬁmency in tax, assessed November

1926  $10,680.41 None $10,680.41 $2,670.10  $5,340.20  $5,567.86
1027 1082482 Nome 10,824.82 270620  5412.41  4.993.65 2351930 bRt Zi $10,680.41

1934 31421 None 31421 7855 15711 12.98 25% penalty for failure to file return,
91,819.44 None $21,819.44 $5454.85 $10,909.72 $10,574.49 :
ggﬁ;}s deﬁgsciénselig:in t:f\'ees, penalties and interest $48,758.50 assessed November 23’ 1935 : 2a67010
50% penalty as provided by section
1926 275(b), Revenue Act of 1926, as-
sessed November 23, 1935 5,340.20
Net income reported (No return filed). None Titoriit aehiad ; s o R
eSS ’ oer ) 1 o %
Income from sale of paintings....... $76,200.00 ovember 23, 1935 9,067.86
Interest received on bank deposits. . .. 413.18 1997

Net income reported (No return filed). None

Net income $76,613.18 :
Interest received on bank deposits and

bonds $1,399.23

Net income $76,613.18




Royalty received 100.00
Taxable Liberty bond interest received 637.50
Profit received on the sale of Liberty

bonds 971.11

Income received from the sale of paint-
74,271.78

Net income $77,379.62

Net income : $77,379.62

Less:

Taxable Liberty bond in-
terest $637.50
Exemption 3,5000.00 $4,137.50

Subject to. normal tax s ibuiite S $73,242.12

Tax on $4,000.00 at 1% % 60.00
Tax on $4,000.00 at 3% 120.00
Tax on $65,242.12 at 5% 3,262.11
Surtax on $77,379.62 7,388.33

$10,830.44

Earned income credit

Tax due $10,824.82
Tax assessed
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Deficiency in tax, assessed November
P P R B o S e e e $10,824.82
25% for failure to file return, assessed
November 23, 1935 2,706.20
90% penalty as provided by section
275(b), Revenue Act of 1926, as-
sessed November 23, 1935
Interest, assessed November 23, 1935.  4,993.65

1934

Net income reported (No return filed). None
Income received from sale of paintings $8,569.00

Net income $8,569.00

Net income $8,569.00

Less:

Exemption

Net income subject to surtax

Less:

KEarned income credit

Net income subject to normal tax

Normal tax on $5,769.00 at 4%
Surtax on $6,069.00

Tax due
Tax assessed




20

Deficiency in tax, assessed November
23, 1935

25% penalty for failure to file return,
assessed November 23, 1935

50% penalty as provided by section
293(b), Revenue Act of 1934, as-
sessed November 23, 1935

Interest, assessed November 23, 1935. .

$314.21










UNITED STATES BOARD OF TAX APPEALS

NICHOLAS ROFRICH,
Petitioner

VS, Docket No.

GUY. T, HELVERING,
~Commissioner of Internal Revenues
Respondent

PETITION

The above nesmed petitioner Hereby petitions for a redetermination of the
deficiency (IT4E;Aj=--Hl5-27609-90D) set forth by the Commissioner of
Internal Revemue 1in his notice of deficlency dated December 2, 1935,
and as a basis of his proceeding alleges as followa:

1. The petitioner is an individual and a nonsresident alien, presently
resliding at Naggar, Kulu, Punjab, British India. ¢

2e The‘notiéa=of deficlency ( & copy of whiech is attached and marked
Exhiblit A) was mailed to the petitioner on December 2, 1935.

3. The taxes in controversy are lncome taxes fo® the caldendar years
1926, 1927, and 1934, and in the amounts respectively of $10,680.41,
$10,824.82 and $314.21 (totalling $21,8190.44), with 25% penalties
respectively of §2,670.10,492,706.20, and {78,556 (totalling £5,454,.85),
with 50% penalties respectively of $8,340.20, $5,412.41 and $157.11

_ (totalling §10,909,72, and with interest, which up to December 2. 1935

_respectively of %5,586.86, $4,993.65, and $12.98 (totalling {I0, 74.49;,
or a grand total (interest belng computed up to Deecember 2, 1935) of <
$48.758.50,*w1th such interest as may have acecrued sinee that date.

- 4, The determination of tax set forth in the sald notice of deficiency
is based upon the following errors: : : e g
A, The claimed tax due for 1928 1is erroneous in that the petitioner's
net income was assessed at $76,613.18 ; whereas in truth and fact the
- petitiomer's net income for said yeer was $2,900, or §73,713.18 less.
- The sald error was founded upon the inclusion in petitioner's income of
() claimed ineome from the sale of paintings, which, in truth and
faet, was not income to, of, or for the petitioner, amounting
Bl LR _ i : £734300.00
(b)elaimed income from interest on bank deposits, which
in truth and fact was not income to, of, or for : the ;
petitioner, amounting teoe . . - . : 415,18
' ' S Totalling §73,713.18

(B) The claimed tax due for 1927 is erroneous in that the petitionsr's
net income was assessed at $77,579.62, whereas in truth and in fact the
| petitioner's net income for said year was {100.00, or $77,279.62 less.
The sald error was founded upon the erroneous inclusion of o
{a) elaimed incomeé recelved from sale of paintings, which in

truth and fact was not income to the petitioner, in the.
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; $74,371.78

(b) claimed income received from
interest on Liberty bonds, which

interest was on bonds not of the
petitioner, in the sum of 63750

claimed profit received on the

gsale of Liberty bonds, not the

property of the petitioner, in

the sum of 971.11
¢laimed income received as in-

terest on bank deposits and

bonds,; not the property of the

petitioner, in the sum of 1,399.25

Totelling §77, 270,60

D. Becsuse petitionér's net income for 1928 was {3,513.18, for
1927 was £100.,00, for 1934 was 3 s the respective penalties
and interest assessed agalnst petitioner were and are erroneocus because
(a) they were not founded upon the actual income;
(b) they should not have been agssessed because the
petitioner was not requlred to file returns for
aaid years. :

8., The faects upon which the petitioner relies as the basis of this
proceeding are as follows: : : :

A+ In 1923, a Central Asiatic Expedition, with artistic and seientific
aims, including the painting of a great panoremic series of works of
Central Asia never theretofore painted by a western artist, the trans-
lation of original manuseripts, folk lore and artistic material of that
locality, and archaeological research, was organized by the Roerieh
Museum, Master Institute of United Arts, Inc., amd Corona ¥undl, Inter=-
national Art Center, which were edugational and artistic organizations,

- orgenized and operated exclusively for scientific, literary and educa-
tional purposes, no part of the net earnings of which insures to the
benefit of any private shareholder or individual. It was planned that

: the Expedition should begin its work from Sikkim, India, thence pro-
@ oeeding to Keshmir, Ladek, Chinese Turkestan, Altai, Burjatia, Mongolia,

" Tibet, across the Himalayas and back to bikkﬁm,,concluding a theretofore
unattempted cirele around Central Asia. ; ! b

B. The petitioner waS'requeéted‘by the aforementioned institutions
t6 undertake the lesadership of this expedition. The petitioner previously
had been engaged in artistic end seientific pursults.

.@s The said expedition was pursued entirely for American interests
1n that the frults of said expedition were to be, and were, brought back
to the United States of America and here to be exhibited in the museums

' "and orgenizations sponsoring said expedition« In return for the afore-
| mentioned acguiring of gald fruits of the expedition, including all the
' paintings painted while on sald expedition, to become the property of the
. Roerich Museum and its trustees (and later to be publicly declared the
preperty of the American people at larfp), the said organizations and
persons assoclated with sald organivations agreed to finance the sald
expedition and pay its expenses. ’ i B

Do One of said persons who agreed to QOnﬁributé funds and make
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donations for the sald expedition was Louis L. Horche.

Es The petitioner had great confidence in the sald Louis L. Horeh,
and prior to leaving on said expedition he executed and delivered to
gsald Louis L. Horch a full power of attorney to act for him and in his
name, and permitted said Louis L. Horeh to open bank accounts in his,
the petitioner's neme, make deposits therein and to withdraw funds there-
from, all for the purposes of the sald expedition.

F. The said expedition left New York in May, 1923, and in December,
1983, reached Darjeeling in British Sikkim. Here @ base: was established
and several trips were conduected in Sikkim, The whole of 1924 was spent
in Sikkim in preparation for the more extensive journey into imer Asia.
It was imperative to acquire: a good speaking knowledge of the Tibetan
language before starting on a journey which would require constant re-
lations with natives,., On March 6, 1985 the expedition left Darjeeling, and

- then proeceeded to Kashmir, Little Tibet, over the passes of Karakorum, to
Chinese Turkestan, and thence to ‘the Altail Mountains, Mongolia, through
the Gobi Desert, across the spaces of Tibet, and baek te Sikkim,
arriving at the last-mentioned on May 26, 1628, The route teken by the
expedition appears on the photostatic eopy of a map, attached hereto and
marked Exhibit B. In October, 1927, the expedition was held captive in
Tibet at sn altitude of 15,000 fest in very cold weather, and was detsalined
there for: the entire winter, until March, 1928, during whieh time '
ninety animals of the caravan perished from the cpld and hunger, five
natives attaehed to the expedition died from the hardships, and all
provisions and money were exhausted. - Accounts of the expedition and
reports thereof ars more fully contained in "prails to Imuost Asia”
by George N, Roerich, published by the Yale University Press in 1951,
"s1tal Himalaya" by petitioner, published by F. A. Stokes g Co., in
1929, "sShambhala®", by petitioner, published by F. A. Stokes & Cos, in
1930, "Heart of Asis by petitioner, published by the Roerich Museum

Press in 13&2, "Himalaya" by petltidner, published by Brentano in 1928.

.G« During the fivé years of the expedition, pstitioner painted _
nearly five bundred pesintings, all of whieh were sent to the Roerich Museum i
in New York, and where they since have been, and are now, hanging on
permanent exhibition. In addition, a vast record of secientific achleve-
ment of the expedition has been deseribed in articles and writings,
besides the works mentioned, and many cultural objeeis were secured for
the sponsoring organizations. o : o e

‘He On July 24, 1929, the trustees of the Roerich Museum, inecluding
petitionser, proclaimed %he Roerich Museum and its objects of art as the
property of the people of the United States of Americe, by a declaration
dated that day, & photostatic copy of which is attached hereto and
marked Exhibit €; and official notification of sald declaration was -
conveyed to the President of the United States, Sueh deeclaration embraced,
smong other things, the paintings and art objects made and Tfound on the
expedition hereinabove set forth, i ' v .

I. In 1926, Louis L. Horch, above referred to, snd his wife, Nettlse
S. Horeh, contributed the sum of §73,300 to the expedition, for its.
purposes and for aequiring on behalf of the sponsoring organizations
paintings painted by petitioner on sald expedition. This sum was a ke
donation for the Roerich Museum so that the expedition might continue
and so that the Roerich Museum might aecquire the fruits thereofs This
sum was deposited by the said Louis L, Horch in petitionert's bank
_mecount under the control of the said Louls L., Horch, and by the




T V%9 . i

said Louls L, Horch withdrawn from time to time and sent to the
expedition in 24 a,

Jde The sald summ of {73,300 wes not income to the petitioner, but
_was a donation for the spomsoring organizations so that the expedition
could continue and se that the expedition édould produee the art and
selentifie objeets for itas sponsors; and the said sum was entirely spent
for the eéxpensss of the expedition. :

K. The paintings wers mot sold by petitionmer to Leuis L. Horeh for
the sum of {75,500 or any other sum bui were given by petitioner to the
Roerich Mugeum. , :

Le Interest én bank deposits amounting to £413,18 was not interest
on money Or deposits of petitionsr, but donstions for the expedition,
and was not income %o, of, or for the petitioner, and was entirely spent
for the expensss of the expedition, :

7 M. By vreason of the foregoing, the in¢lusion of the saild sum of
§78,718,18 in petltioner's income for 1986 was erroneous; and
patitioner's income for said year was only §2,900,

N In 1926, for a'long tima prior thersto, and ever since, and at the .
present time, petitioner was and is married and living with his wife and
eontributing to her support. .

0y In 1927, in similar fashion, Louls L, Horeh and his wife Nettle
S. Horch contribubed and donated the sum of $65,137.66 in cash end deposited
bonds of the value of $9,134.12, totalling £74,571.78 for the purposes
of the expedition and so that tﬁe sponsoring organizations might reap
the fruits of the expedition. v ‘ , .

P, The mald sum of {i74,2871.,78 was not ineome to the petitioner, but .
was a donation for the sponsoring organizations so that the expedition ecould
continueé and so that the expedition could produse the art snd seientific
objects for:its sponsors; and the sald sum was entirely spent for the
expenses of the expedition. ' : Sl

Qs The gaintings were not sbld'by patitioner to Louis L, Horeh for
&7

the sum of {74,271.78 or any other sum, but were given by petitioner to the
Roerich Museum. e ma L ey L SR &

. Re By reason of the foregoing, the ineclusion of the sum 6f $74,271.78
in petitioner's income for 1927 was erroneous. - '

. 8s Interest on Liberty bonds in the sum of §637.50 was deposited in
petitioner's bank account by the sald Louis L, Horgh. The said bonds
were purchased by the sald Louis L. Horech with money deposited in said
acoount by the said Louils L. Horch for donations for the purposes of the
expedition, ‘as hereinabove stated. Neither the bonds nor the interest was

“'petitioner's property. : S S R 3

“fT. Th¢ inteie§t on'the Qaid'bohds~ﬁia t#x-exampt-ﬁ

o U;’Thé‘Libérty hondg-aforesaid were sold byAaaid‘Eouié L. Horeh on
Septembeyr 10, 1927, and the proceeds from the sale of said bonds were
. ' deposited by him in petitioner's bank account, but nelther the bonds ;
. .mew the procseds from the sale thereof were the propsrty of petitioner, but .
Were donations and converslons thereof for the purposes of the aforesaid -

»
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expedition; and the profit on the sale thereof, (971,11, was not .
income to, of, or for the petitioner, &nd was entirely spent for
the expense of the expedition.

V. Interest on bank deposits and bonds, emounting to §1,599,28 was
interest on money and bonds not of petitioner, but donations for the
expedition, and wes not income to, of, or for the petitioner, and was
‘entirely spen for the expenses of the expedition.

: We By reason of the foregoing, petitioner's income for 1027 was
. £100, and not $77,379.62. , v

X+ In any event, even if the smounts set forth in the mnotice of
the deflciency were taxable income for 1926-1927, which the petitloner
denies, said sums were spent by petitipner in carrying on the expeditlon,
including reasonable allowances for salaries or other compensation for
personal services and traveling expenses while away from home and in the
pursuit of the sald expedition, all in behalf of the sponsoring orgeni«
gations, each organized and operated exclusilvely for seclentific, 11 terary
or edugational purposes, no part of the net sarnings of which inures to
the benefit of any private shareholder or individual, all of which con.-
stituted lawful deductions,

Y. In any event, even 1 the amounts set forth in the notiece of
deficiency for 19261927 or any part thersof were ecompensation for
. labor or personal serviges, which the petitioner denles, such labor
- pr personal services were performed without the United étates by
petitioner, a non-resident allen individual, and therefors was not
taxable incoms. . s : :

WHEREFORE, the petitioner prays that this Beoard mey hear the proceeding,
redetermine the deficlency, if any, adjudge that the petitioner in the
years in question had no income subjeet to taxation other than as herein
stated, that the petitioner is not subjeet to the taxes, penalties or
interest assossed against him, -and relieve thepptitioner and his property
from any liens or proceedings taken ageainst him by reason of clalmed
deficiencies. : A : :

NICHOLAS ROERICH
By

AtTorneys for Petitioner
, 76 Beaver Street,

‘ 4 New York, N.Y.
STATE ‘OF. NEW YORK) i ; : -
COUNZY OF BEY YORK) s8s: = iy : s : i

HERBERT. PLAUZ and HAROLD DAVIS, both being duly sworn, say that they are
the attornsys in fact and in law for Nicholas Roerich, the petitioner, that |
a copy of the power of attorney under which they act is attached hereto;

‘ that they act pursuant to such powers; that such power has not been revoked;
that petitioner is a nonresident alien end is sojourning outside the ==
-United States and 1s sbsent from the United States; that they have read the
foregoing petition and sre famillar with the statements contained thereln, '

and that the facts stated are true, execept as to those facts stated to be

upon information and belief, and those facts they believe to be true. The
- grounds for thelr knowledge are the books, records and papers of petitioner,

‘ conmunications reeeived from him, end conferences with his assoclates.
“ Subseribed and sworn to before me 5 i S :
“this  day of February . ‘ '
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re. pera E. -~ It is of importance that said Louis L. Horch filled out in-
come tax retuims for Proi, Hicholas Roerieh since Lthe year 1923 until 1926,
having his power of attorney end absolute authorization to do so, as the
petitioner vias away on ap expedition in Centiral Asia since 1923 and there-
fore could not attend naturally himself %o the filling out of his income
tax returns,. There are photostatic copies of receipts attached hnerete
proving that said Louis L. Horch filled out income tax returns for Prof.
Roerich acting as his attormey in this matter.

rées para I, = As per official entry in the minutes of Trustees' Mesting

of (date) Mra. Louis L. Horch and Néttie Horeh donated to the above mentioned
Institutions, which sponsored the expedition to Central Asia, the sums of
$400,000°(?)’ outright and fhe sum of $600,000 on interest of 4%, bui agree-
ing not to receive back ever the capital, The sumg for the expedition for
1926 and 1927 entered intc the abovs mentioned sums also as donations, but
in no way as payments for paintings of the petitioner. This latter fact

was 80 undaerstood by all trustees of the Roerich Museum, of whom several
also ‘donated in their turn eertain sums for the expenses of the expeditioen,

.‘%ne of the purposes of which was %o reccive paintings of Nicholas HRoerich

for the permanent exhibition in the Roerich Museun in Yew York.




