
Nixon Tax 
Return Held 
Incorrect 

By Ronald Kessler 
Washington Post staff Willer 

President Nixon appar-
ently underpaid his federal 
income taxes for his first 
four years in the White 
House by more than $13,000 
—or 17 per cent of the $78,- 
651 he actually paid — be- 
cause his returns were pre-
pared in a manner described 
by the Internal Revenue 
Service and other tax au- 
thorities as improper under 
the law. 

The underpayment occur-
red, according to a tax ac-
countant who reviewed the 
President's tax returns for 
The Washington Post, be-
cause Mr. Nixon's accoun- 
tant entered deductions for 
Mr. Nixon's business expen-
ses on the wrong line on his 
returns. 

The procedure, which in-
volved stating the Presi-
dent's White House expense 
allowance as part of his 
gross income, made possible 
larger charitable deductions 
than Mr. Nixon otherwise 
would have been able to 
claim. This, in turn, lowered 
his taxes. 

Presented a hypothetical 
case based on this proce-
dure, an IRS spokesman 
agreed that the deductions 
had been made improperly 
under the law, and that the 
taxpayer had "no choice" 
but to make them another 
way, which would force him 
to pay higher taxes. 

The possibility that Mr. 
Nixon underpaid his taxes 
because of incorrect filings 
would add a new issue to 
the growing controversy 
over Mr. Nixon's tax filings. 
In an effort to resolve previ-
ous tax issues, Mr. Nixon 
this month released copies 
of his returns, but that dis-
closure raised still more 
questions. 

As a result, The Washing-
ton Post learned yesterday, 
the IRS, which last June 
said that Mr. Nixon's re-
turns were correct, has now 
reopened its audit of his 
taxes. The agency, which is 
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understood to be embar- 
rassed by the questions 
raised since last spring, has 
begun interviewing partici-
pants in some of Mr. Nixon's 
transactions that have been 
criticized. 

Mr. Nixon has character-
ized the questions raised 
publicly so far as issues 
that can be disputed by ac- , 
countants and lawyers. These 
issues include the deduc-
tions Mr. Nixon took for 
the gift of his vice presi-
dential papers to the gov-
ernment and his sale of 
most of his San Clemente 
property to two friends. 

However, tax experts clas-
sify the apparent incorrect 
preparation of Mr. Nixon's 
returns as a matter not 
open to the same kind of 
dispute. 

The IRS spokesman said 
the Internal Revenue Code 
provides no options on the 
issue in question. The tax 
lawyer who wrote the law 
involved, Sheldon S. Cohen, 
who was IRS commissioner 
under President Johnson, 
said Mr. Nixon's returns as 
filed are "clearly wrong" on 
this count. 

Cohen cited what he said 
was an example from IRS 
regulations covering Mr. 
Nixon's situation, which he 
said showed that Mr. Nixon 
won't' owe more taxes than 
he paid. 

The accountant review-
ing the President's returns 
for The Washington Post 
determined that the amounts 
Mr. Nixon should have paid, 
as against what he actually 
paid, were as follows: 

Should Have 	AOually 
Year 	Paid 	Paid 
1972 	$9,304 	$4,298 
1971 	4,175 	878 
1970 	793 	793 
1969 	77,613 	72,682 
A White House spokes-

man referred inquiries to 
Arthur Blech, the Los An-
gles accountant who pre-
pared Mr. Nixon's returns. 

Blech said the returns 
were correct. The reason, he 
said, is that the $50,000 ex-
pense allowance from which 
the White House has said 
Mr. Nixon has taken his offi-
cial expenses is not an ex-
pense allowance. Instead, he 
said the allowance is an ad-
ditional salary. 

Mr. Nixon receives a $200,-
000 salary and a $50,000 pay-
ment described in the law as 
an expense allowance. 

When told the law calls  

the payment an expense al-
lowance, and that the IRS 
and other experts say an ex-
pense allowance must be de-
ducted from a line different 
from the one Blech used, 
Blech said, "I don't care 
what they say. It was han-
dled correctly." 

Blech expressed confi-
dence that this and all other 
issues concerning Mr. Nix-
on's returns would be re-
solved in his favor by the 
Joint Committee on Internal 
Revenue Taxation, which is 

reviewing Mr. Nixon's re-
turns at the President's re-
quest. 

Essentially the question of 
how the President's expense 
allowance was listed on his 
returns is important because 
of the way Mr. Nixon's ac-
countant determined the 
maximum charitable con-
tributions that he was al-
lowed to deduct from his 
taxes. The more deductions 
a taxpayer takes, the lower 
his taxes are. 

In Mr. Nixon's case. the 
charitable deductions availa-
ble were unusually large be-
cause of his gift of vice pres-
idential papers to the gov-
ernment. This gift alone 
produced possible deduc-
tions of $570,000, spread 
over several years, some of 
which have yet to be taken. 

However, the IRS places a 
limit on the total charitable 
contributions that can be 
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claimed. In most of Mr. Nix-
on's years in the White 
House, the limit was 50 per 
cent of a taxpayer's 
"adjusted gross Income." 

The definition of this 
term is crucial. If the term 
is defined to include items—
like Mr, Nixon's expense al-
lowance—that would raise a 
taxpayer's adjusted gross in-
come, his deductions, after 
the 50 per cent Emit is ap-
plied, would be higher. If, 
on the other hand, the in-
come figure is lower, the de-
ductions allowed would be 
lower. 

Federal tax forms, the in- 
struct-ions 	accompanying 
them, and the law governing 

them say that to arrive at 
adjusted gross income, a 
taxpayer must deduct from 
his gross income such items 
as moving expenses and 
other expenditures for 
which an employee is reim-
bursed through an expense 
account or allowance by his 
employer. 

These deductions must be 
made on a particular line on 
the tax return. If they are 
not entered on that line, a 
taxpayer's adjusted gross in-
come comes out higher, and 
a taxpayer subject to the 50 
per cent charitable limita-
tion ends up paying less in 
taxes. 

Mr. Nixon's returns show 

these deductions were not 
entered on the line in ques-
tion. Instead, they were in-
serted later in the return. 
The result was that Mr. Nix-
on's adjusted gross income 
figure came out higher, and 
he was allowed more charit-
able deductions as a result. 

Blech, Mr. Nixon's accoun-
tant, agreed that if the ex-
penses in question were 
reimbursed by an expense 
allowance, Blech would have 
been required to enter them 
on the appropriate line. 

But Blech contended that 
the $50,000 expense allow- 
ance that Mr. Nixon re-
ceived in addition to his 
$200,000 a year salary is not 
an expense allowance. 

An aide on the House Ap- 

propriations subcommittee 
with jurisdiction over the 
White House budget said 
yesterday that the law and 
the intent of Congress 
"could hardly make it 
clearer" that the $50,000 
payment is an expense al-
lowance, not a salary. 

A spokesman for the Gen-
eral Accounting Office, the 
Investigative arm of Con-
gress, also said the payment 
is for expenses rather than 
salary, 

Jonathan Sobeloff, a pro-
fessor of tax law at George-
town University Law School, 
after reviewing Mr, Nixon's 
returns, called Blech's claim 
that the expense allowance 
was not an expense allow-
ance "awfully peculiar." 

These and other authori-
ties said this does not mean 
that Mr. Nixon cannot keep 
any part of the payment he 
does not need for expenss. 
They said such an expense 
arrangement is not uncom-
mon among private employ-
ers. 

Under the concept, the 
employer, rather than reim-
bursing employees for each 
taxi fare or entertainment 
expense he incurs, makes a 
lump sum payment to be 

I used for expenses. If the 
employee does not have 
enough expenses to use up 
the allowance, he may keep 
the excess, provided he pays 
taxes on the remainder on 
his federal tax returns. 

Mr. Nixon's tax returns 
show that in his first four 
years in office, his official 
business expenses in each 
year amounted to less than 
the $50,000 allowance given 
him for each year. in 1972, 
for example, Mr. Nixon had 
expenses of $28,541 for 
maintenance of offices at 
his San Clemente and Flo- 
rida homes and other items. 
These expenses left Mr. 
Nixon with a balance of ' 
about $20,000 that he re- ' 
tabled from his expense  al-
lowance. 


