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The Internal Revenue
Service announced yester-
day that unless Congress ob-
jects, it will tax the gains
that political campaign com-
mittees made by selling
gifts of stock after last Oct.
3.

In what he called a “far-
reaching” policy change,
IRS Commissioner Donald
C. Alexander said the gov-
ernmen: would also require
political parties and ecam-
paign committees to file in-
come tax returns, starting
with one for last year.

However, he declined to
say when the new policies
would go into effeet other
than to quote an IRS state-
ment that the ageney ‘“will
not seek to enforce them un-
til it appears that Congress
has had an opportunity to
consider the problem specif-
ically.” )

Hugh M. Sloan Jr., former
treasurer of the Finance
Committee to Re-elect the
President, has estimated
that Nixon campaign con-
tributions in stock totaled
$18 million to $20 million.

Marian Pearlman, former
treasurer of the MecGovern
for President committee, es-
timated yesterday that stock
gifts to Sen. George Me-
Govern’s campaign came to
less than $1 million, includ-
ing those contributed by
philanthropist Stewart R.
Mott, which were worth
about $400,000.

Rep. Henry S. Reuss (D-
Wis.), who has been pushing
the IRS to collect taxes on
the stock sales, immediately
denounced the agency’s
statement as “legalized lar-
ceny.”

He charged that “almost
all” of the stock gifts and
sales by campaign commit-
tees occwrred before Oct. 3
and said IRS officials, by
not seeking to tax such
gains, “are trying to com-
plete a heist for Nixon in
broad daylight. I'm not go-
ing to let them get away
with it.”

Reuss, a2 member of the

Joint Economic Commitiee
of Congress, said he will
quiz Secretary of the Treas-
ury George P. Shultz about
the IRS statement when
Shultz appears before the
committee this morning.
Reuss estimated that the
possible liability of Mr. Nix-

on’s campaign committees

for income and gift taxes on
the stock would exceed $5
million. He did not provide
an estimate on income and
gift tax liabilities on the Me-
Govern campaign’s _stock
gifts. )

The congressman said
that if the IRS policy pro-
posal is approved, “it will
mean huge sums can be
evaded by the various Nixon
campaign committees.”

He cited as. a typical Re-
publican solicitation tactic a
letter written early last year
by Thomas P. Pike, Mr. Nix-
on’s chief California fund-
raiser.

Pike’s letter to potential
donors says, “The simplest
and most painless way (to
contribute funds) is by giv-

ing appreciated low cost se-
curities to several commit-
tees (whose names I can
supply) in amounts of $3,000
to each committee. In this
way neither gift tax nor cap-

. ital gains tax liability is in-
curred, and I can easily ex- .

plain to you the mechanics
of doing it.”

Democratic sources said
that much of the McGovern
stock gifts and sales also oc-
curred before QOct. 3 and
would thus be exempt from
tax liability under the pro-
posed IRS policy.

Sheldon S. Cohen, general
counsel to the Democratic
National Committee and for-
mer IRS Commissioner
from 1965 to 1969, said,
“Congress has got to 'ad-
dress this problem. It should
rule that political parties
are corporations and make
them liable to taxation. It's
not clear whether candi-
dates should be taking stock
gifts. I think Congress
should require that the do-
nors ought to be taxed on
the difference between what
they paid for the stock and
what it’s worth when they
give it to a campaign.”
Efforts to reach a spokes-
man for the Nixon re-elec-
ion committee were unsuc-
cessful.

IRS Commissioner Alex-
ander noted that both the
Republican and Democratic
National Committees had
asked the agency not to
make the stock sales tax ret-
roactive, and that the Re-
publican Committee con-

tended such a tax would be
unconstitutional.

He said IRS does not pro-
pose to tax the gains on
stock sales before last Oct. 3
because that was the date
the agency first expressed
public concern about the
practice.

Alexander noted that
IRS’s own chief counsel had
held from 1957 to 1965 that

. bolitical parties were consti-
tutionally exempt from any
federal taxes.

Now, he said, the agency
broposes not only to tax
stock gift sales but also
gross income of parties or
committees on interest and
dividends from investments
and any ancillary commer-
cial activities” like putting
out a newspaper or selling a
car in a way unrelated to a
candidate’s campaign. :

He said the IRS will have
to determine whether to tax
the political organizations as
corporations, quasi-trusts, or
partnerships. The single flat
tax rate on corporate capital
gains is 30 per cent. Partner-
ships and trusts are taxed
the same way as individuals,
and the rate on capital
gainst would range from 7
to 35 per cent.
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