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Report Says Ehrlichman

BidI.R.S. ‘Jail’ O’'Brien.

By EILEEN SHANAHAN

Special to The New York Times

WASHINGTON, July: 10-——
John P. Ehrlichman repeatedly
put pressure on the Internal
Revenue Service to find some-
thing wrong with the tax re-

turns of Lawrence F. O’Brien,| |

the Democratic party chief,
hoping to “send him to jail“be-
fore the election” of 1972, ac-
cording to a staff report of the
Senate Watergate Committee
made public today.

Mr. Ehrlichman told the com-
mittee, according to the staff
report, that “I wanted them to
turn ‘up something and send
him' to jail before the election
and unfortunately it didn’tma-
eriazize.”

The persistent - attempts to
force the LR.S. to’ “turn yup
soniething” on Mr. O’Brien,
who was regarded by the Nixon
Administration as “the only ef-
fective Democratic politician in
the' country,” were contrasted,
in the report, with the treat-
ment “given by the LR.S. to
President  Nixon's personal
friend Charles G. Rebozo.

The staff report recites a

niumber of -different ways in
which the ;LR.S.. treatment of
Mr. Rebozo departed from the
agency’s normal procedures. ,
. For example, the agent audit-
ing. Mr. Rebozo’s tax returns
promised to tell Mr. Rebozo’s
lawyer immediately of the re-
sults of an investigation by an-
other Government agency that
related to a possible criminal
charge against Mr. Rebozo.

Inquiry on $100,000

This was the inquiry by the
Federall Reserve system - that
was aimed at establishing

. ‘whether $100,000 in cash that
had been given to Mr. Rebozo
by agents of Howard Hughes,
the industrialist, had remained|
untouched in ‘Mr. Rebozo’s safe
deposit box for at least three!

years, as Mr. Rebozo asserted. | -

The money was a campaign|
contribution, and if Mr. Rebozo
diverted it to his own personal
use ‘and failed to report it on
his tax return, that would have
been illegal:... g & 8. 5"

‘There has been ' testimony
that Mr. Rebozo gave some. of
ithe money to Mr. Nixon, to one
,or both of Mr. Nixon’s brothers
|and to . Mr.“Nixon's (secretary,
|Rose Mary Woods, and eplaced
[it only after the official inves.
[tigations ‘began.

i The staff report also cited a
jnumber of other examples of
|allegedly preferential treatment
of Mr. Rebozo by the LR.S.

. The pressures from the White '
House for a special audit of
Mr. ' O’Brien arose from infor-

mation that Intéfpal Revenue

was giving the White House on

: !Mr. Barth" testified.

* ‘lof a “relativel

its inquiry, info Mr. Rebozo ana
into the. Hughes empir%,‘ the
staff report said. i
';’1:311& inquiry disclosed “that
Mt "O’Brien, ‘while he was “in
e 'law practice between
o stints ‘as chairman of
the®Bemocratic- National Com-
mittee, had received what<were
described as “large” payments;
- the' Hughes -organization.
‘estimony by Aide
Mr. Ehrlichman’ lea
yments by the Hug
‘Company to Mr. OB
he called Roger V. Barth,:
assistant to I.R,S. Commissi
Johnnie: Walters, according
testimony. given to the Ser
committee by Mr. Barth. *
Mr. «Ehrlichman, who Jwas
President Nixon’s chief domes-
tic adviser, reportedly told.Mr.
Barth:to check into the possi-
'bility .that the money cou’ia be
an illegal campaign contribu-
tion from a corporation or, al-
ternatively, that it could~have
been'a feed paid to Mr. O'Brien|
that: Mr. O’Brien did not report;
on his income tax. '
Mr, Barth, who has long been
identified as a political agent’
‘of the White House on the L.R.S.
istaff, testified that he got Mr.
O’Brien’s returns from an LR
field office, but that he re
led them through an ‘int
diaryiin the LR.S. so that
ifield ‘agents . would noty

ate

i
e

|who was asking for the refurns
| He looked at the O’Brien re-
turns and “made sure there was

enough gross income reported”|

ito include the Highes payments, |
-

‘Small Deficiency’ ' |

Mr. O'Briens returns ‘Were]
already 'being audited then;'the|
testimony -agrees, and ‘some|
time in the spring or early sum-'
mer of 1972, the LR.S. closed.
the audit with the assessment.
small defici-'
ency,”>:which Mr. O’Brien<paid.
According to testimonyigiven
to the committee in close‘,%e&
sion. by Mr. Walters, the asSess-
ment’of the small deficiency

“had not completely - satisfied
Mr. Ehrlichman.” ;
Commissioner Walters said he:
had been informed of Mr."Ehr-.
lichman’s displeasure by ‘then
George P. Schultz then Secre-
tary-of the Treasury, andiMr.,
Shultz, according to Mr. Walt-
ers, ‘wanted to know “wasn’t

J|there anything else that could

and should be done.”

Mr. Walters’s account of Mr.
Shultz’s suggestion that -more
might be done -in the O’Brien
case marked the first time that
Mr. Shultz -had been accused of
participation in the attempts
by the White House to use the
LR.S. files for political purpo-

ses. - Y . ‘
Mr. Shultz,” reached by ' tele-

phone at his officé in San Fran-

cisco, said that his recollection
was that he had merely in-
quired about the status of the
case and had been told that an-
other interview with Mr.
O’Brien was already scheduled.

Walter’s testimony confirms
the latter part of Mr. Shultz’s
'statement. He said that he had
told the Secretary that the L.R.S.

- thad already concluded that it

'should interview Mr. O’Brien in
connection with these payments
from Hughes.”

Another part of thé report
supperts Mr::Shultz’s statement,

made’ today, that “my own ef-
fort'throughout the O’Brien af-
fair was to see that LR.S. did
its job in a proper way.”
The supporting evidence came
"“?Mt‘"

‘Walters, Mr. Shultz and Mr.
Barth all got on the same phone
‘cal] with him to-tell Mr.’{_Ehrllch-
man that the case against Mr.
‘0’Brien had been closed for the
second time, without any addi-
tiona] deficiencies having been|
found, . . :

“It . was my first crack at.
[Walters].  George [Shpltz]
wouldn’t let me at him. George
wanted to stand between: me
and this was the first time I had
a chance to tell the Commis-
sionerf what a crappy job he
had done,” Mr. Ehrlichman
testified.._ _ -
| i Walters Hung Up .

Mr. Walters testified that-Mr..
Ehrlichman had become so “of-
fensive to him personally,” ac-
cording toithe staff report;ithat
‘he hung up his extension.’

The . final closing of+ the
O'Brien audit was in Al}gust,
1972. e
With respect to the audit of
Mr. Rebozo, the staff report
cites the following items as evi-
dence of unusual, preferential
treatment of the Preesident’s
{riend:

gThe LR.S. yielded to pres-
sure from Mr. Rebozo's law-
|yer, Kenneth W. ‘Gemmill, not
to audit the returns for 1968

‘ and. 1969,% despite ‘testimony
{that‘those were years in' which
he received some of the ques-
tioned funds.

© Mr. Gemmill reportedly ar-
gued that the statute of limita-
tions had run out for those
years, but that would not have:
‘been the case if there had been
ifraud or if th allegedly unre-
iported income amounted to at
‘least 25 per cent of Mr. Re-
.|bozo’s income.

QThe L.R.S. agreed to put ad-
ditional agents on the case to
speed the audit—an unusual
step, according to persons fami-
liar with L.R.S. procedures, on
an audit that had begun only
three months earlier.

agreed notto copy certainicash-
iers’l checks, a procedureiithat
wopld ‘deny evidence .to the
agent’s superiors who rhight re-
“|view the case. l
- The staff report also men-|

qThe -agent, John' Bartleft, *

tions as special treatment some
other actions that persons fa-
miliar with Internal Revenue
procedures said were not, in
fact, unusual. Among these
were the action of the agent
in' informing Mr. Rebozo or his
lawyer that information turned
up by the I.R.S. had 'been
turned over ‘to the . special
Watergate prosecutoriand: that
Internal Revenue wds no long-

ier pursuing a criminal case;

against Mr. Rebozo.




