Milk U nit’s
LBJ Gifts
Described

By George Lardner, Jr.
Washington Post Starf Writer

The Associated Milk Prod.
ucers Inc., once paid dozens of
“phony bonuses” that wound
up as contributions to the Iate
President Johnson’s “Thousand
Dollar. Club,” according to
statements filed in court.

The payments were later re-
stored to the big dairy co-op’s
corporate treasury, but not un-
til AMPI had set up a legiti-
mate political spending arm

that could afford the reim-
bursements, the documents in.

dicate. By then, LBJ had left
he White House.

Robert O. Isham, former
AMPI controller, was quoted
as saying that the payments
for the “LBJ Thousand Dollar
Club” contributions amounted
to more than $54,000. )

His statements were made
in connection with an inde-
pendent investigation of the
dairy co-op’s political dealings
by former American Bar Asso-
ciation President Edward L.
Wright. The work papers com-
piled in the investigation were
Tecently subpoenaed by the
Justice Departments Antj-
trust Division as an outgrowth
of the government’s civil antj-
trust suit against AMPI.

AMPI has come under in-
tensive investigation as the re-
sult of a $2 million pledge
from the milk producers for
\President Nixzon’s re-election
campaign, allegedly in connec-
tion with Mr. Nixon’s contro-
versial 1971 decision to in-
crease milk support prices.

Before Mr. Johnson left the

White House, however, the co-

op, which was known in 1968
simply as Milk Producers Ing, i
(MPI), concentrated on Demos
cratic' candidates — first on |

the late President and. then,
when he dropped out of the
race, on the Humphrey-Muskie
ticket.

" According ‘tc Isham’s state-

ment, former AMPI general
manager Harold Nelson’s secre-
tary kept a folder listing all
the individuals who got fake
bonuses from corporate funds
and then ostensibly made $1,-
300 contributions to the LBJ
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Club out of their own pockets.

The co-op also maintained
close relationships with for-
mer President Johnson even
after it began courting the
Nixon White House in 1969.
The Washington Post reported
in March that AMPI was still
paying the late Mr. Johnson’s
holding company a minimum
of $94,600 a year for use of the
13-seat | turboprop airplane
based at the LBJ Ranch.

Spokesmen for the Johnson
interests called the lease ar-
rangement a “bargain” for
AMPI and described it as
“absolutely an armslength
transaction.” .

MPI general manager George
L. Mehren, however, was
quoted as saying in another
subpoenaed document that the
price was “too lush” for most
organizations.

According to Mehren, who
said he once spoke to Mr.
Johnson about the Ilease, the
former President regarded,
and welcomed, the payments
for  the plane as a
“supplement” to- his

“retirement income.”

The agreement with Mr.
Johnson for the twin-engine
plane was ostensibly made by
AMPI manager Nelson a few

;|cions that Nelson might have
;|signed it after he had been
-|ousted as general manager,
:|Mehren stated, “it became

days before he was ousted in
January of 1872 in a manage-
ment shakeup. The $767,000
aircraft was subsequently pur-
chased and delivered to the
Johnson Ranch in April of
1972. ¢ : :

According to Isham’s state-
ment, the AMPI board of di-
rectors, which has 51 mem-
‘bers, disapproved the co-op’s
leasing of the plane, but Nel-
son—_and ' an associate
“afterwards falsified the board
minutes to show its approval.”

As Nelson’s successor, Meh-
ren said he tried to get out of
the lease, which does not ex-
pire until April of 1976, but
changed his mind after his
talk with LBJ about it.

“In light of what he said,”
Mehren related, “it was clear
to me there was no way legal-
ly of getting out” of the agrees
ment. Regardless of any suspi-

plain to me that AMPI was in,

ot

no position to charge the im-|



|
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... price “too lush”

mediate past President of the

United States with being party

to a fraudulent transaction.”
As a result, Mehren, a for-

mer assistant secretary of ag-
riculture in the Johnson ad-

ministration, said that

added his own signature to the

‘“the
the

agreement with
knowledge” of

AMPI
board’s executive committee.

The lease agreement was
originally made with “L. B.
Johnson” but it was later as-
signed to the Western Wild-
flower Corp., the holding com-
pany for the Johnson inter-

“lin his

and spokesman for the John-

Former AMPI lobbyist Bob

son interests, has told The|A. Lilly has said that at least
Post that the arrangement'one of the co-0p’s checks for

saves the co-op the costs of
renting hangar space for it in
San Antonio. He said AMPI
has first call on the plane.
Thomas also stated that the
co-op last year wused it for
more than the minimum of 40
hours a month for which it
must pay even if the plane
stands idle.

In another statement /filed

in court, however, AMPI con-
troller Gary V. Woods was re-
ported as stating earlier this
year that current total usage
of the plane by AMPI did not
amount to the 40 hours a
month for which it must pay.
- Woods -also said that an-
other problem with the lease
from AMPI's point of view
was that calling it down to
San Antonio requires payment
of “a half-hour ferry time
from Johnson City to San An-
tonio and a half-hour ferry
time back to Johnson City.”

Speaking of President John-
son’s abortive 1968 campaign,
Mehren said that LBJ once
told him, a few months before
he died, that “the dairy people
last campaign had
agreed to give $250,000 but

forgotten it.”

The co-op was- not entirely
neglectful. In addition to the
disguised corporate contribu-

ests. Under the terms of the tions to the LBJ Thousand

agreement, the

Beechcraft | Dollar Club, the milk produc-
King Air turboprop must be ers paid $104,000 in early 1968
hangared at the LBJ Ranch.

(for a slick 241-page tribute to

AMPI headquarters is in San the President entitled “No Re-
Antonio, Tex., some 50 air {treat for Tomorrow.” These

miles away.

‘payments also came out of

Donald S. Thomas, a lawyer corporate funds.

|the book was endorséd by the
11968 “Salute to the President
Committee” as a “duplicate
payment.”

“I am inclined to think that
MPI was not the only one who
paid for the. book,” Lilly said
in another statement in court
records. )

Federal  law 'prohibits the
use of corporate funds for
presidential and congressional
political campaigns. However,
the five-year statute of limita-
tions has run out on any viola-
tions in 196&_;:5 B

had not done so and he had|;
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