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Senate Voted to Estabhsh‘
a Levy on the President’s
‘Entire” Compensation

By EDWIN L. DALE Jr,
5 Special to The New York Times
 WASHINGTON, Jan, 6—An
obscure debate in the Scnate!!
njore than 22 years ago estab-
lished the basis for ,hc con
troversial tax treatment of the's
annual  $50,000 “expense dl-‘k

; " of President Nixon,!
ace wding to Arthur Blech, th(},,
".mxdenl S tax accountant.” i

The treatment of the Presi-|!
dent expense allowance as’
normal salary, and taking de-
ductions against it on that hV\
had the technical result of in-
cteasing the amount of the d<?~s‘j
dumon the President could
take for his gift of Vice-Presi-!
dential papers to the Govcm-,
ment. The extra saving of t a\m[
for him has been cstlmated by
private  accountants as more|
than $1 10,000 during his flrsl‘
four vears in office.

AL issue 22 years “ago-.: on
‘sept 26, 1951—in the cnate!
debate on a tax bill was an!
igmndment by the e %nator[
I6hn J. liams, Republican|
of De luWal e, to abolish the
then tax-exempt status of the!
$50,000 Presidential expense al-
lowance and smaller allowancnsv
“ar the Vice President and mem-
hers of Congress. ‘
“The amendment passed by ai
vole of 77 to 11. In explaining
ais amendment  Senator Wl]A
liams said it would mean that/
the President’s “entire” com-,
pensation—then  $150,000 and|
now  $2350,000—would hencof
forth be “classified as salary.”;:
] %(mlmg in 1933, as provided
n the amendment, the Trea-i:
sury began to withhold taxes!
rom the PI(‘SldE‘m S entire (om-‘,
pensation as if it were salary.|:
Mr. Willlams noted in the de-
bate that the $50,000 Presi-|
dential expense a Iowan(c lllxeff
those for the Vice President
and  members  of Congre
“were considered as part o
compensation, and were
classified in the legislative bac -
around.” His amendment, hej;
said. simply made this amounlI

IIZ

taxable.

The distinction was impor-
tant for the President’s tax re-
turn hec ause it affects the treat-
ment of  his dmncuf.ms for
“business expenses.” o

Not Deducted At First i
&
In the case of an “mt‘lovejg

whaose employer gives him ag
flat amount ‘each year for
penses,” the amount must be
reported as income and l]l“]
the actval business expenses in-
curred deducted hefore amwn;’
at “adjusted gross income” on
the tax return. If the employe
receives only salary and e
some unreimbursed business e
renses, he (akes these as
cellaneous  deductions,” wh!mi"
are subtracted like ofther de
ductions from adjusted gross
income to arrive at taxable in-i
come. i
In nearly all cases, the dis-)
tinction has no cffect on thel
amount of (tax due. Buf in the
President’s case it did. i
The reason is Lhn he had a!
nigher “adjusted gross income”
pecause his expeonses were noti
deducted before arriving at ad-
iusted gross income, as would}:
be the case if the $50,000 had
heen freated as an expense al-|
iowance. Adjusted gross income|
in turn, establishes the ‘“‘ceil-;:
ing” on the amount of annual|
deduction that can be taken forl:
very large contributions such|
as that of the President. With]
a higher adjusted gross income,|:
he could take a larger chari-|
table deduction and thus re-!
duce his taxes. ‘
~Mr. Blech told The New Yorlk|
Times last month that he him-,
self had thought at first thal
the Treasury's treatment of the:
entire $250,000 as salary fori.
withholding purposes was mis-.
raken, Like most people, he re-
carded $50.000 as an expensc
allowance the same as those,
orovided to many employes,
and he questioned the Treasury;
on the matter.
The Treasury told him it was|
all treated as salary, and Mr.|
Blech believes that the Wll—
liams amendment of 1951, and|
the dehate on it, explains why,

Some outside accountants
have questioned some of the!
“husiness”  deductions  them-
selves, apart from where they
were taken in the tax return.
This is a separate issuc that
will presumably be taken up as
part of the new audit of the
President’s tax refurns by the
Tnternal Revenue Service and
the Congressional Joint Com-
mittee on Internal Revenue Tax-|#
ation.
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