Pay Tax Debt
Of $467,000

After IRS Ruling



_ SUMMARY OF RECOMMENDATIONS |

The report which follows is di vided into ten separate parts. Each
of these deals with one or more major questions with respect to the
tax returns of the President, In most caseés the report indicates first |
:the scope of the examination and then presents’an analysis of points
of law which may be involved: This is followed by a summary of staff
recommendations, and finally the staff presents an analysis of these
recommendations.; © - o i Ay PR T S U G

The staff recommendations would make the following increases in
the President’s taxes for the years imyolved: ;e i IR L L8
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* Since 1969 is'pa closed year and any payment by the President would be voluntary, the staff did not include an interest
payment for the deficiency in this year. However, if interest were to be included, the amount would be #0732,
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* The addition to tax for negligence itself, of course, is not a fraud issue, and applies
when there i3 no intent to defraud (see I.R_.C.qectlon Bﬁﬁh(a) i g e S el oy
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A summary of the Joint Congressional Committee’s recommendations on President Nixon’s taxes, Joiis o oo it
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Joint committee chairman Long, left, and vice chairman Mills, right, confer with staff chief Laurence N. ‘Woodworth.
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Hl]l Staff Probers

Say Presulent .wes__

$47 6 431 in Taxes

"By Lou Cannon I-{htf

v 4 Washington Post Staff wmer
‘A congressmnal inquiry into, President 'Nixon’s taxes
undertaken at Mr. Nixon’s request recommended yester-
day ‘that he'should pay $476,431 in back federal income
taxes and interest on filings during his first term.
The report the fruit of a five-month investigtaion by

the staff of the Joint Committee on Internal Revenue

Taxation, virtually coincided with the findings of Mr.
Nixon’s- tax liability announced four ‘hours later by the
I.nternal Revenue Service.

The committee staff report -said that Mr. leon had
“acted improperly in claiming deductions for the donation
of his vice presidential papers and in failing to pay capi-
tal gains ‘taxes on property at San Clemente and New
York. i1

The staff report ‘recommended that he relmburse the
government $108,262 for improvements “primarily per-
sonal in nature” at his San Clemente, Calif., and Key Bis-
_cayne, Fla., homes, pay back $27,015 in travel expenses
for private trips for his friends and family and refrain
from clmming $85,399 he took in deductions for business
expenses and furmture purchased for the San Clemente
estate.

The mmmttee saw the completed report for the: first
‘time, at ‘a ‘morning session . yesterday and met behind
cloged. doors for the entire day asking quest!ons of .its
hlghly regarded setafli

It-adj oumed without - elther ap rovmg or dlsapprovmg
the ’reports findings and scheduled another session for
today. However, the decision of Mr, Nixon to substantially

abide by its findings may mean that the icomnnttee will |

not take formal action on the staff recommendations.

The ‘report said the staff had made no attempt to de-
termine whether there was “ﬁ'aud or negligence” com-
(mitted by the President or his tepresentatives in prepara-
tion of his tax returns. Any
‘demand for payment of back taxes, the report continued,
is up fo the Internal Revenue Service.

If the Presndent were to make the relmbursemants for:

the improvements and travel expenses, the report said,

he would be allowed to take deductions for them Wsitice

the amounts were treated as taxable income in‘ the years
under examination ‘in which they- occurred.” .

However, the lssua.nce of the 210-page report and its
aceompanying 784-page documentary appendix represent- -

ed the loss of a major political gamble by Mr. Nixon.
Following a series of news accounts that he had paid
only minimal taxes in 1970 and 1971, the President on
Dec. 8, 1973, made pubhc lns tax retums for his. entire
first term. .
These returns showed that President .and Mrs Nixon
paid federal income taxes of only $792 in 1970 and $878

in 1971 and a total “of only’ $78,651 on an income of
8; 322 ,266 dltjringththe four years of his first term, a ratoe ‘
of 7 per cent, or the equivalent taxes for a famil :
with an income of $8,000. - 5 B four

By far the largest reason for the Iow tax aymbnts was :

a $576,000 deduction claimed for the 1969 l;iﬂ: of ‘a por-
tion of Mr. Nixon's vice presidential papers to the Na-
tional Archives. Through the end of 1972, Mr. Nixon had
claimed $482,018 of this amount as- deducuons to offset
taxable income and had retained the balance to use as a
deduction in 1973 .or future years.

¢ See TAXES, A16, Col. 1 A

such determination or any -
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;--On the sam.e day he mnde .
puhlic his ‘tax returns last '
Deoember, the President

sought to defuse mounting
¢riticism  of | his deductions
by asking the joint commit-
tee to investigate both the
gift of his papers and the
sale of his' San Clemente
land “inorder  to resolve.

.+ these issues to the full satis-
faction of the American
people.”

&“In the event that the com-
itee ‘determines that' the
itéms were incorrectly re-
ported,” ‘Mr, Nixon-said in |
his. Jetter to then-Committee
Chairman Rep. Wilbur Mills
'%H-Ark.} “T 'will pay whaf !
ever tax may be due”
Mills shocked the - White
H‘ouse on Mairch 8 by predict- ||
ing/ that: the report' of .the

Joint? committee would give

moro_cause for * Mr. :Nixon’s

resignation than any of the al-
legations 'stemming from the|

Watergate cover-up. Mills said

subsequently he was talking

about anticipated public re-
action to disclosure of improp-|.
er deduction. |

‘The White House has been
manuévering for the past two
weeks to delay the final report
or,' alternatl’ve‘ly, to soften its
impact upon the President.

White House lobbyists suc-

ceeded in part of their objec-

tive when the ‘document was
put forﬂ} as a staff réport, but
attempts to withhold its re-
lease collapsed yesterday
morning in a closed- door com-

mittee session, 1
i Insbend, ‘the. ‘committee |
bowed to. the strong desire 4

its chairman, Sen. Russell .
B. Long (D-La.), and voted
to. immediately release the
staff report. The only mem-
ber of the 10-man committee
to oppose release of the doc-
ument was Sen. Carl Curtis
(R-Neb.), who afterward is
sued a statement saying Lhat;




President Rejects:
Lawyers’ Advice to
Make Jrong Case

By Davnd S Broder and Carroll Kilpatrick g
Washington Post Stafl Writers :

President Nixon will pay about $467,000 in back taxes ‘
and interest which the Internal Reventie Service and a '

joint congressional committee staff ruled he owes for the
four years 1969 through 1872, the White Houae announced

last night.

Rejecting advice from his lawyers that he could make
“a very strong case -against the findings that he im-
properly deducted the gift of his vice-presidential papers
to the National Archives and failed to list as income the
proceeds from the sale and improvement of his residences,
* Mr. Nixon instructed payment of the $432,787.13 ruled due

by the IRS.

With interest, a White House spokesman eaid the |

payment will total about $467,000—enough to wipe out
half the President’s net worth and all of his last reported

cash reserves.

‘The White House statement said Mr. Nixon had waived .
the right of court review “open to an ordinary taxpayer”
because he had publicly pledged to abide by tthe finding
of the Joint Committee on Internal Revenue Taxation.

The staff of that committee, in a report issued yester-
day afternoon, four hours before the White House an-
nouncement, caleulated the President’s back taxes 'as
$476,431 in defmency and interest. '

'The report said the Jjoint ‘committee staff “has made

no attempt .

..to draw any conclusions whether there

was, 0r was not fraud or negligence involved in any.
aspect of the returns, either on the part of ‘bhe Presi'dent

or his representanves ¥

The White House statement saxd “the report of the
Internal Revenue Sérvlce"—which was not made public
last night—“rebuts any suggestion of fraud on the part |
of the President. The committee’s staff report offers no
facts which would support any such charge.”

An Internal Revenue Service spokesman aﬁﬁ last night -

that no fraud penalty had been asserted ag
“because we did not believe it was warranted.” He re-.

t Mr. Nixon -

fused to disclése thé diffei‘ence ‘between the IRS assess-"

ment and the committee staff recommendation saying’

only the taxpayer was free to discuss the .IRS report.

The spokesman said the; Jaw g;ves ‘Mr, Nixon 30 days:
in which to respond to the assessment hotice, Upon Te--

ceipt of the agreement, the IRS computes the -interest .
and sends a final bill, payable within' 10 days, he said.:

A finding of tax fraud could have become a count in -
the impeachment investigation being conducted by the!

House Judiciary Commi

, which received a copy of ‘ehe

joint committee staff document yesterday.

An administration official said the IRS and the jomt
committee staff analyses reached almost identical conclu-
sions, but differed slightly in their mathematical calcula-

tion of the taxes owed.

The joint committee listed these major "deﬁclencms”

in the President’s returns:

@ ° The $482,018 in charitable deductions taken for the

gift of Mr. Nixon’s vice-presidential papers to the Na-:

tional Archives ‘“‘should not .

be allowed because the -

gift was made after July 25, 1969 ” the date when the .
tax law was changed to disallow such deductions.
The committee staff said the deed of the papers which -

purportedly was signed on April 21, 1969, was not actually .

signed until a year later and. contamed S0 many restric-j
tions it failed to meet the requirements of the law. _
The White House statement declared that the President’s

See NIXON, AS Col. 1

lsgleN', From A1
tax lawyers thought a “valid

and campelling” case could
be made that the gift was

deductible, because “his in- .

tent to give the papers was
clear” ‘and “their delivery
was accomplished in March,
1969, four months before the
July deadline,

® The President failed to
report a capital gain of $117 -
836 from the 1970 sale of
“excess acreage” at his San
Clemente, Calif., estate.

® The President should
not have been alloted to

defer a capital gain on the.

sale of his New York City
cooperative apartment, be-
cause the San Clemente
“western White House,” in
which he invested the pro-
ceeds of that sale, is not “his
principal resuience " Proper
depreciation, the staff said,
would have.made the total
capital gain $151,848, report-
able as income in 1969

® The President should
not have deducted $91,452
l}idepredﬂtion on San Clem-
e

te and furniture he bought .

for it, business expenses at
San Clemente and expendi-
tures from the White House

: “guest fund.” On the other
hand, ‘he ' should be' reim- .

bursed by the government
for some furniture pur-
chases,
. ® Mr. Nixon should have
paid all of the capital gains
on the sale of some Florida
lots, instead of saying the
proceeds were split 6040
with his daughter, Tricia
Nixon Cox. The shift adds
$11,617 to the President’s in-
come for 1972 and an addi-
tional amount for last year.
At issue here is a verhal
agreement between father
and daughter to treat the
investment as a joint ven-
ture. -

* Mr. Nixon: should de.

A
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clare as income $27,015 for
flights in - government
planes, taken by his family
and friends “when there was
no business purpose,” be-
tween 1969 and 1972. 2

® The President should de-
clare as-income $92,298 in
improvements . made to his
San Clemente and Key Bis-
cayne estates, because they
were - “undertaken primarily
for the President’s personal
benefits.” - .

® As minor items, the com-
mittee staff said Mr.#Nixon
‘was entitled to an additional
$1,007 in sales tax deductions

and $10 more in gasoline tax i

deductions in one year, buti!
that he overstated gasoline .
tax deductions by $148 in the
other three years.

While the formal White |

House statement specifical-
ly challenged gnly the ruling
on, the gift of the vice presi-
dential papers, a presiden-
tial aide spoke with some
anger about the decision on
air travel for members of
the President’s family.
Noting that the Secret
Service recommended such
flights as a deterrent to hi-
jackings and kidnapings, he
said that “our research indi-_

cates that no previous Presi--

dent ever paid for his fam-
ily’s transportation.” The of-
ficial said Mr. Nixon had
done so. when he was not
aboard the plane himself.

The spokeéman complain-

ed that on “every single

technical gquestion the IRS

ruled against the ‘Presldent ”
Nonetheless, he .said, Mr,
Nixon will pay the $148,080
in taxes the IRS sald was
due for 1968, even .though
the agency noted that the
statute of limitations for
that year had run out. H

The White House anounce-
ment appeared to write an
end to a protracted dispute
over Mr. Nixon's tax mat-
ters. But the final political
Afallout of the action—and
its impact on Housde )m
_ipeachment proceedings<
mained uncertain.

Congressional Repnﬁﬂcans

expressed relief that Mr.

Nixon is paying the entire
amount ¢laimed, without
further legal disputes.

But Rep. Neal Smith (D-

Iowa) said that even such’

an action by the President
. “doesn’t wipe out the unfor-

i

tunate character of what's
happened, We have a volun-
tary tax system,” Smith said,

“and when the top guy
doesn’t pay what he should,
it doesn’t look good. It
would be different if it were
just one item, but when it
involves amounts of this
magnitude, it isn’t good,”

House Republican Confer-
ence Chairman John B,
Anderson (R-IIL) sald Mr,
Nixon’s decision to pay up
was “more seemly than go-
ing into tax court and litigat-
ing.” But he said, “it would
be almqst atuous_to deny
that this is a ‘minus in the
whole equation as' far as the
President is concerned.”

~The President’s taxes had
been a matter of rumor and
speculation for months be- |
fore last Deec. 8, when Mr.
Nixon made public his re-
turns for the four years of
his first term. g

They showed he had paid
only $'78,B51 in federal taxes
on a total income of $1,122-
266—Ilargely because of the
deductions on his gift of
papers and the handling of
his complex real estate
transaetions. ‘

He asked the Joint Cnm
mittee on Internal Revenue’
Taxation — whose staff is
considered to-'include some *

" of the leading experts on the

‘tax code—to 'study the re-
turns and said he would
accept the ﬁndmgs as de-
terminative.

At the last minute, White
House lawyers tried to delay
issuance of the staff report
until the joint committee
members could hear Mr.
. Nixon’s case argued, but the «
committeeﬂ'i'oted _yesterday
"9 to 1 to release the report.
‘They noted, however, that
it is a staff study and not .
the judgment of the commit-
tee members.

The IRS, which began a
new audit of the President's
returns early this year, re-
portedly, sent the White
House its eonclumons on
Tuesday.

A White House official

told The Washingfon Post
last night that Mr. Nixon
had “huddled with his law-
yers” almost until the hour
the statement promising
payment was released, but
had “taken the view all
long that he.would pay.”
- The official said payment
of the tax bill “is going to
gut the President’s estate,
but it lances the boil and
should end all the questions
about San Clemente and Key
Bascayne i
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