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Weiner v. Commissioner, 64 T. C. 294 (1975)

Fellowship grants for non-degree candidates are limited to a $300 per month tax
exclusion, even if the recipient is also pursuing a degree.

Summary

Melvin H. Weiner received a fellowship grant for research in mental retardation but
was also enrolled in a graduate medical program. The issue was whether he could
exclude the entire fellowship grant from his taxable income as a degree candidate.
The Tax Court held that since the fellowship was not awarded for the purpose of
obtaining a degree, Weiner was subject to the $300 per month exclusion limit for
non-degree candidates under section 117(b)(2)(B) of the Internal Revenue Code. The
decision emphasized the necessity for a direct connection between the fellowship
and degree candidacy for full exclusion.

Facts

Melvin H. Weiner, a medical doctor, received a postdoctoral fellowship grant to
conduct research under Project 252 at the University of Colorado Medical Center.
The  fellowship,  funded  by  the  Department  of  Health,  Education,  and  Welfare,
provided a stipend of $8,500 for the year 1970. Concurrently, Weiner enrolled in a
graduate  medical  program  at  the  same  institution,  taking  courses  towards  a
master’s degree. There was no formal requirement under the fellowship to enroll in
graduate school or pursue a degree. Weiner claimed an exclusion of $4,604. 08 from
his income tax, which was challenged by the Commissioner of Internal Revenue.

Procedural History

The Commissioner determined a deficiency in Weiner’s 1970 income tax and issued
a notice of deficiency. Weiner petitioned the Tax Court for a redetermination. The
Commissioner conceded that Weiner was entitled to a $300 per month exclusion
under section 117(b)(2)(B). The Tax Court ruled on the issue of whether Weiner
could exclude the entire fellowship amount as a degree candidate.

Issue(s)

1. Whether Weiner, as a recipient of a fellowship grant, could exclude the entire
amount from his taxable income because he was also a candidate for a degree.

Holding

1. No, because the fellowship grant was not awarded for the purpose of obtaining a
degree, Weiner was considered a non-degree candidate under section 117(b)(2)(B)
and was limited to a $300 per month exclusion.

Court’s Reasoning
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The court applied section 117 of the Internal Revenue Code, which differentiates
between  degree  and  non-degree  candidates  in  terms  of  tax  exclusion  for
scholarships and fellowship grants. For degree candidates, the exclusion applies
unless the grant is for services not required for all candidates for that degree. For
non-degree  candidates,  the  exclusion  is  limited  to  $300  per  month.  The  court
emphasized that there must be a connection between the fellowship and the degree
candidacy  for  full  exclusion.  In  Weiner’s  case,  the  fellowship  was  awarded for
research, not for degree attainment, and there was no requirement to enroll in the
graduate program. The court cited legislative history and previous cases to support
the necessity of an integral relationship between the fellowship and degree pursuit
for full exclusion. The court concluded that Weiner’s personal decision to pursue a
degree did not change his status under the fellowship grant, thus applying the $300
per month limit.

Practical Implications

This  decision clarifies  that  for  tax  purposes,  the purpose of  a  fellowship grant
determines the exclusion limits, not the recipient’s concurrent status as a degree
candidate. Legal practitioners advising clients on fellowship grants should ensure
that the grant’s purpose aligns with degree candidacy to maximize tax exclusions.
Businesses and institutions offering fellowships must clearly define the purpose of
their grants to avoid unintended tax consequences for recipients. This ruling has
been referenced in subsequent cases to distinguish between degree and non-degree
candidates in the context of tax exclusions for educational grants.


