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President Nixon, struggling to free
~himself from what he called “a year of
Watergate,” expects to face an in-
come tax opinion that could cost him
more than a quarter of his $988,5622 net
worth, according to informed sources.

White House officials say that Mr.
Nixon has reconciled. himself.to re-
celving an opinion from"the congres-
sional Joint Committee on Internal
Revenue Taxation declaring that he
incorrectly—but not necessarily fraud-
ulently—took a $576,000 income tax de-
duction on his vice presidential papers
in 1969."

Mr. Nixon on Dec, 8 asked the com-
mittee to thoroughly review the pro-
priety of this deduction and the addi-

havepaidcnpitalgalmtaxeaonthe
sale of land adjoining his San Cle-

mente  home. The Internal Revenue °

Service concurrently has launched its
own investigation of tax Hability, but
Mr, Nixon has promised to abide by
the committee’s opinion even if there
is no adverse finding by the IRS. - -

“Agcording to White House sources,

the President decided several weeks

ago to await the joint committee's
‘opinion before he paid any taxes, These
sources say that Mr. Nixon has con-.
cluded that he would be asked to pay’

some back taxes, and that this con-

" viction was strengthened by the recent

findings of California Secretary / of
State Edmund G. (Jerry) Brown Jr.

It was Brown who learned that a
deed giving the papers to the govern-
ment had been Mhack-dated by Mr,

nh g0, is ‘a young and
4. 0fflc nldar who has been

y. political poll taken in

the pastiubaf on the California gover-
nor’s ridie has shown that Brown is far
and a hi Democrauc trontrunner
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are known in the case of the
vice presidential papers and
the issues in dispute:

A generation ago Alger
Hiss was convicted of per-
jury and Mr. Nixon's politi-
cal future secured by evi-
dence linked to Hiss through
the tracing of an old Wood-
stock typewriter.

It was another distinctive
typeface that led Brown
and. his deputies to con-
front Nixon tax lawyer
Frank DeMarco Jr. with the
accusation that the deed
conferring the gift of the
vice presidential papers was |
not signed until April 10,
1970. The date on the deed
was March 27, 1969. g

DeMarco, a member 'of the

California law firm of Kalm-
bach, DeMarco, Knapp and
Chillingworth, says that the
1970 deed was a replacement
for an old deed, which he
claims has been lost.
" What follows are the facts
as they are known, in the
case of the vice-presidential
papers and the xssues in dis-
pute:

Celebrities of every sort,
including politicians, until
1969 fregquently took huge
tax deductions on the gifts
of their personal papers and
memorabilia to public insti-
tutions. Presidents Eisen-
hower and Johnson were
major beneficiaries of such
deductions, as was Vice
President Hubert H. Hum-
phrey. Another beneficiary

was - Secretary ' of State
Brown's father, two-term
California Gov. Edmund G.
(Pat) Brown.

In 1969 Congress moved
to close this loophole, an is-
sue of such financial magni-
tude to both Mr. Nixon and
Mr. Johnson that their rep-
resentatives lobbied for an-
other year of deductions.
The lobbying was so intense
that then-Sen. John Wil
liams (R-Del.) attempted to
impose a retroactive Dec. 31,

1968, deadline because of re- -

ports ‘that © rex-President -
Johnson may be planning to
deduect the value of certain
materials he is deeding to
his presidential library.”
“The- Iegislatlon finally was

passed in December of 1969
with a compromise. deadline
of July 25, 1969, wiitten into
the final version of the bill.

Deductions of gifts made be- .

fore JuIy 25 were, to be fully
pern'utted deductions after
that date were. 1o be disal )
lowed.

s e

Long before July 25 tbe“

President’s staff jwas work-
ing to transfer materidls in
anticipation of a ‘cutoff. -
Some 1,217 cubic feet of
Mr. Nixon’s pr&pz-esidentlal
papers were sferred to
the National Archives on
March 26 and March 27,
1969. These "included papers
intended by the President as
a gift to the country for
eventual inclusion in a
Nixon library and other pa-

pers merely turned over to -

the archives for custody.
Among the papers were ﬂ!es
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on thenSoviet: Premuer
Khrushchev's 1959 visit to
the United States and ‘Mr,
Nixon’s generalcorrespond-
ence ag vice president.
General Services Adminis-
tration records confirm the |
transfer of the papers, but
the date of their appralsal
remains in dispute,
Originally, White . House
spokesmen ‘sald  that Chi-
cago appraiser. Ralph New-
man made the selection of
392 cubic feet qf records out
of the 1,217 culgic feet of ma-

EDMUND G. BROWN JR.
o o traced baekjated deed



terial in April 1868. This
was contradicted by -GSA
Administrator Arthur Samp-
son, who said in,two"inter-
views last June.that the ac-
tual segregation of recox_'ds
did not occur until Novem-
ber, when the $576,000 esti-
mate “of the material in-
tended as a gift was made
by Newman.

DeMarco said in a depos-
ition given to Secretary of
State Brown last week that
he did not receive a full
statement of the inventory
from Newman until March,
1970. In an interview with
the Los Angeles Times, De-
Mareco also said he had
“some question” about

, whether Newman had told
him the truth.

“It may very well be that
he wasn’t at the archives on
the dates he told me he was
there,” DeMarco said. New-
man has declined to com-

' ment. . o, _

The date at which ‘the ac.
tual material intended’as a
gift was segregated from the
papers transferred to the ar-

chives hasg n-a - thorny .

-

point for-the joint tongres- |

sional committee—and. one
that some tax - attorneys

think may- be sufficient to.

disallow the deduction re-
gardless of any questions
about the deed.. | -
Section 170 (a) of the In-
ternal Revenue Code pro-
. vides these criteria for a va-
lid gift: The donor must in-

tend to make a gift, the gift

must be physicially transfer-
red with control .relin-
quished to the recipient; or

the gift must be formally

deeded by the donor and the
recipient must accept it.
' To qualify as a gift under
this section of the Revenue’
Code, the actual papers do-
nated by Mr. Nixon would
have had to be segregated
by the July 25 chtoff date
and under full control of the
National = Archives | rather
than of Mr. Nixon. = *
In a June, 1973, interview
with Nick Kotz of The
‘Washington Post, DeMarco
made clear that Mr, Nixon
intended to make some re-
strictions on the gift in a
manner that - showed that
the President retained con-
siderable control over the
papers. Some tax attorneys
believe that this control
means that Mr. Nixon did
not actually make a gift-

_ the validity of the gift. He

within the meaning of the

law.

The main purpose of the
deed, De Marco said, was to
restrict use of the papers
during Mr. Nixon's presi-
dency, to retain the Presi-
dent’s exclusive right to use
the papers for writing books
and to show that the papers
‘eventually should go té¢ a
Nixon library. .. - .. .

Both in June and now, De-
Marco minimized the impor-
tance of the deed in showing

maintained that the transfer
of the papers demonstrated
Mr. Nixon'’s intent to make a
gift and said the deed was
useful “because I felt there
‘were more papers than $50,
000 (worth) and we weren't’
going to give the other pa- .
s ”»

The deed finally was de-
livered to the archives in
April, 1970. It bears a March

- 27, 1969, date and was

signed by Edward L. Mor-
gan, then deputy counsel to |
the President. | '
DeMarco said in the June
interview that he prepared

' the deed sometime in April,

1969, and that ' Morgan
signed it and that (DeMarco)
notarized it on . April 21,

2 1868. The signing putport-

edly took place ina Los An-
geles hatel. «55 g i 0=
In January of this year,
Secretary of State Brown’'s
deputy, Thomas Quinn,
learned that the typeface on
the deed supposedly signed
=in-April; -1969, was that-of a
new IBM Selectric type-'
writer that was nof pur-
chased by the DeMarco law.;
jfirm until. it moved its' Los |
Angéles offices in July, 1969.
The. discovery, like many
in the Hiss ease, apparently
was acgcidental. Brown, who.
commiissions notary publics,
“learned from. an artiele in
“the St. Louis Post-Dispatch
that DeMareo apparently
did not keep the customary--
datebook of - transactions
used by California notaries.’
A ‘brief investigation by
Brown’s office determined 1
that DeMarco, who notarizes |
only a few documents a year,
-kept duplicate records of
each notarized transaction
and that this was sufficient
to comply with California
law. But in the process of
this investigation, Quinn
also learned about the
change in typewriters,
Quinn says he. confronted
DeMarco with the informa-
tion and that-the attorney
then admitted the deed had

. raised by DeMarco’s Tatest

- dent Nixon's " own knowl-

been notarized at the White
House on April 10, 1970. De-
Marco calls this “a technical
violation” even though the
notarization says the deed
was signed in California on
April 21, 1969, ,

- However, DeMarco insists
that the 1970 deed was a re-
typing of a deed first written
in 1969. This statement is
supported by a deposition
given under oath to Brown
‘by DeMarco’s former secre-

 tary, who recalls typing a
similar document in 1989,

According to Brown,' De-
Marco gave the explanation
that he wanted the typeface
on the final deed to conform
with the typeface used on
an accompanying “Schedule
A" since the work ‘wag being
performed for the President
of the United States and he
wanted it to be “just right”

Schedule “A i§ the docu-

ment, . that deseribes. . the
material being donated. De-"
Marco hassaid that'he could
not: prepare a . completed -
Schedule ‘A until March,
1970, because he lacked the
appraisal from Newman.

In the June interview

with The Washington Post,
. DeMarco said that the origi-
nal deed contained another
 Schedule A that stated thai
.-:,-_thrz_‘ siftsizgnsﬁtaled of “private
‘pre-presidential pa ‘of
Richard. Nixon bf.".?%ﬁ?ﬁap-
proximate value of $500,000
gil_i;lerfédl.jtoj .fth"aeﬁ,ﬂaﬂottal _
. Archives on March 27, 1969, "
A detailed schedule to be at.
tached ' hereto - upen 'final

]

softing, . classification | and |
LRLr Ty ) M

appraisak” RS HUSE
The uninswered question’
‘account is: What became of
tl;e original deed? ‘DeMarco
himself says he doesn’t
know what happened to it,
and that it can’t be found.
Another unanswered ques-

dent Nixon’s own knowl

See TAXES, A11, Col. 1
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edge. It is' on this point that
White House officials ara‘
adamant that Mr. Nixon was
“in- the hands of his law-
yers” and that he was too
preoccupied with the presi-
dency to bother about the

preparation o! his  tax re.

turns,

“He was llke any biisy ex- -

ecutive, only more so,” said
one highly. placed White
Houge aide. “When ques-
tions were raised about his
deductions it was the first.
he had ever heard a'bout
them "

DeMarco says that he
came to the White House on

April .10, 1970, for an ap-

pointment with President

" Brown,

. Nixon to discuss his tax re-
turns for that year.

According to the account
he gave Brown, DeMarco
first met with Morgan, who™
gigned the deed. DeMarco
then notarized it with the
April 21, 1969, date.

After leaving Morgan, De-
Marco met with the Presi-
dent for half an hour ‘and
Mr. Nixon signed the tax re-
tfurn. DeMarco then  pro-
ceeded upstairs in the White
House, ‘where Mrs. " Nixon
also sigued the return. .

The deduction for the vice
presidential papers was far

" and away the President’s

most significant tax deduc-

tion. DeMarco, citing attor-

ney-client privilege, has de-

_clined to reveal whether he

discussed this deduetion
, with the President.

"The White House has not
revealed the contents-of the
discussion, other than to say
that Mr. Nixon did not au-
thorize DeMarco to claim at- -
torney-client privilege, Dep-
uty press secretary Gerald
L. Warren also said that De-

| mareo had not informed the
| President of any back-dating

of the deed.

DeMarco has been critical
~of Brown for attempting to
make political capital of the
misdated deed. - . _

“All of this fuss about me
and my notary stamp seems
to have fallen right on top
-of his announeing his ca_ndi-
dacy for governor, < De-,
Mareo said.

ies, had focused the issue on

the deed rather than on the .

circumstances * surrounding
thé transfer of the papers.

- “The deed is only one ele-
ment of this and it may not

be the most, 1mportant one,”

this source said. His‘com- -

ment reinforced the' belief
that the deduction may. be
disallowed not because of
the. misdated deed but be-
cause the papers had . not
been Wgregahd by the. July
25 cutoff date. |
‘ This wuuld be prefera‘ble
from the White House point
of view, since it would be
more likely to be inter- .
preted as a mistake ‘rather

save an estimated $50,000
more,

If he had to trepay the
$235,000 along with an_esti-
mated $37,000 in mterest

- his net worth would be re-

duced by $272,000 from its
- present $988,522. o

Mr, Nixon also could face -

‘a capital gains tax estimated
,at $30,000 if the committee
demdes he should have paid
" a tax when he sold back the

_-; ‘land surroundlng ‘his San.
-Clemente villa ‘to million-.

Jaire industrialist Robert Ab-
~planalp and C. G. (Bebe) Re-
~ bozo. Abplanalp made the
loan that enabled the Presi-
- dent to buy the property 'in

than as a_deliberate attempt ' the first place.~

to 'clnim a deductiou improp-
erlsr. ) :
The effect of an adverse
‘ruling on the viee presiden-
. tial pa ers deduction could -
ancially staggering’
r.-ne to Mr. Nixon. The Presi-
dent already has saved $235,-
000 because of this deduc-
tion, and his "carryovers -of
the deduction in future tax:
“years could enable him to

-

A source ¢lose to the jolnf X

congressional = committee,
while not directly- eritical of -
Brown, also mentioned his
gubernatorial candidacy. :
This source suggested that
because his "~ only
connection with the case is'
his jurisdiction ever notar:;

~ Within the White House. !

there have been discussions

about whether the President

“should attempt to head off:

the political repercussions

of an adverse ruling an-/

nouncing on his own that

* he will give up the deduc-

tmn and pay back taxes,

- This suggestion appar-

* ently has been discarded,

both for practical and politi-

cal reasons. It wm‘ﬂd involve
the redomg of every one of
Mr. Nixon's tax returns
since -he became President

~and it_also would appear, in
‘the words of one official,

“politically foolish” if Mr.
Nixon paid one amount mily
to find that the committee
had decided that he owed a
larger amount. :
ccordingly, said  this
soft}"roe, 'Mr., Nixon will await

I thq report of ‘the jolnt ‘con—

gressional 'committee {and
abide by its decision—as ] he
promised last December.

There is little question
within the White House,
however, that the President

-'ulumately will be  called
.upon to pay back ‘federal

taxes. ., | Wit
This view was reinforeed
last week by a comment of
Sen. Russéll Long (D-La. )
chairman’® of "the joint con-
gremlonal committee, “The

.more 1'learn about the mat.

ter,” said Long, “the more il
seems to me that we wil
ask ‘the President to pay
some back taxes.”




