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IR
S
. A

id
e

. S
till H

a
s N

o
t B

een
 Q

u
eried

 b
y Ja

w
o
rski O

ffice on 
'%

4
 	

•
 

E
rro

r in
 

1
S

o
1

S
 
	• C

ase 

 

 
 

 

B
y E

. W
. K

E
N

W
O

R
T

H
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S

pecial to T
he N

ew
 Y

ork T
im

es 

7-W
A

SH
IN

G
T

O
N

, M
ay 14—

A
l-

, th
o

u
g

h
 m

o
re th

an
 tw

o
 m

o
n

th
s 

h
av

e elap
sed

 sin
ce th

e In
tern

al 
1' ,  
..,Itev

en
u
e S

erv
ice ad

m
itted

 le- 
' g

al erro
r an

d
 rev

o
k

ed
 a h

ig
h

ly
 

fav
o
rab

le tax
 ru

lin
g
 g

iv
en

 to
 

pel International T
elephone and 

/2
/ r 

egraph C
orporation in 1969, 

W
aterg

ate sp
ecial p

ro
se-

.".„0.1.1tor's office has not yet ques-
litin

ed
 th

e o
fficial w

h
o
 sig

n
ed

 
i" 
,tfie

 ruling about possible polit- 
ical influence behind it. 

T
h

e . o
fficial 	

is 	
John 

B
o

g
aard

, ch
ief o

f th
e R

eo
r-

g
an

izatio
n
 B

ran
ch

,- a_
 p

art o
f 

the Incom
e'T

ax D
ivision, w

hich 
in

 tu
rn

 is u
n
d
er th

e assistan
t 

C
om

m
issioner handling techni-

cal m
atter. 

T
h

e sp
ecial p

ro
secu

to
r's o

f-
fice, it w

as learn
ed

, h
as in

ter-
view

ed the N
ew

 Y
ork office. 

In a telephone interview
 last 

w
eek, 'M

r. B
ogaard said that he 

h
ad

 n
o
t b

een
 in

terv
iew

ed
 b

y
 

an
y
o
n
e in

 th
e • o

ffice o
f th

e 
p

ro
secu

to
r, L

eo
n

 Jaw
o

rsk
i, re-

g
ard

in
g

 th
e ru

lin
g

 th
at m

ad
e 

p
o
ssib

le th
e m

erg
er o

f I.T
.T

. 
an

d
 th

e H
artfo

rd
 F

ire In
su

r-
ance C

om
pany. T

he investiga-
tion is in charge of the assistant 
sp

ecial p
ro

secu
to

r, Jo
sep

h
 J. 

C
o

n
n

o
lly

. T
h

ere h
av

e b
een

 re-
p
o
rts th

at th
e in

v
estig

atio
n
 is 

proceeding slow
ly. 

M
r. B

ogaard said that he also  h
ad

 n
o
t b

een
 in

terv
iew

ed
 b

y
 

staff m
em

b
ers o

f th
e C

o
n
g
res-

sio
n
al Jo

in
t C

o
m

m
ittee o

n
 In

-
tern

al R
ev

en
u
e T

ax
atio

n
, th

e 
S

enate W
atergate com

m
ittee or 

the H
ouse Judiciary C

om
m

ittee 
that is considering a bill of im

-
peachm

ent. 
B

u
t h

e said
 firm

ly
, "T

h
ere 

w
as ab

so
lu

tely
 n

o
 p

ressu
re o

n
 

th
is c

a
se

 fro
m

 a
n
y
 so

u
rc

e
 

w
hatsoever." 
M

r. C
o
n
n
o
lly

, ad
h
erin

g
 to

 
M

r. Jaw
o

rsk
i's p

ro
h

ib
itio

n
 o

f 
co

m
m

en
t b

y
 th

e in
v
estig

ativ
e 

staff, w
o

u
ld

 n
o

t an
sw

er q
u

es-
tions. O

ne source said that cer-
tainly M

r. B
ogaard w

ould have 
to be questioned. 

A
m

o
n

g
 tax

 law
y

ers h
ere th

e 
possibility of W

hite H
ouse pres-

sure, despite disclaim
ers -to

 th
e 

co
n

trary
, is reg

ard
ed

,, as real 
a
n
d
 o

n
e
 th

a
t sh

o
u
ld

 b
e
 e

x
-

plored. T
his is because the rul-

ing has been regarded by m
ost 

tax law
yers, including som

e re-
tain

ed
 b

y
 I.T

.T
., as u

n
p
rece-

tented. 
T

h
ese law

y
ers co

n
sid

er th
e 

pp_ssibility of W
hite H

ouse pres-
srfe

 in
 th

e
 ta

x
 ru

lin
g

 to
 b

e
 

as im
p
o
rtan

t as th
e p

o
ssib

ility
 

that the corporation's pledge of 
up to $400,000 for the R

epub-
lic

a
n
 N

a
tio

n
a
l C

o
n
v
e
n
tio

n
 

p
lay

ed
 a p

art in
 th

e 1
9
7
1
 set-

tlem
ent of an antitrust suit per-

m
ittin

g
 I.T

.T
. to

 retain
 H

art-
ford. 

T
he ruling allow

ed a m
erger 

of I.T
.T

. and H
artford _through 

an
 im

m
ed

iately
 tax

-free ex
-

ch
an

g
e o

f I.T
.T

. fo
r H

artfo
rd

 
shares, on condition that I.T

.T
., 

b
efo

re H
artfo

rd
 sh

areh
o

ld
ers 

v
o

ted
 o

n
 th

e m
erger, so

ld
 u

n
-

conditionally 1.7 m
illion shares 

it h
ad

 acq
u

ired
 fo

r cash
. T

h
e 

law
 req

u
ires th

at an
 acq

u
isi-

tio
n
 o

f th
is k

in
d
 b

e so
lely

 b
y
. 

a
n
 e

x
c
h
a
n
g
e
 o

f sh
a
re

s. N
o
 

sh
ares acq

u
ired

 fo
r cash

 can
 

be involved. 
S

o
 far, th

e ru
lin

g
 w

as in
 ac-

co
rd

an
ce w

ith
 law

 an
d
• -prac-

tice. W
hat w

as unprecedented, 
in. the vie* of• tax. law

yers, w
as 

th
at th

e term
s o

f th
e sale o

f 
I.T

.T
.'s sh

ares to
 M

ed
io

b
an

ce, 
a M

ilan
 b

an
k

, m
ad

e p
lain

 th
at 

the sale w
as not unconditional. 

N
ev

erth
eless M

r. B
o
g
aard

, 
sev

en
 d

ay
s after receiv

in
g

. th
e 

ruling application, granted the 
ru

lin
g

 o
n

 O
ct. 2

1
, 1

9
6

9
. W

ith
 

th
e ru

lin
g
, I.T

.T
. w

as assu
red

 
o
f th

e v
o
tes fo

r th
e m

erg
er. 

C
ontrol of R

esale 
In A

pril, 1973, the N
ew

 Y
ork 

district office of the I.R
.S

. con-
clu

d
ed

 th
at th

e sale w
as n

o
t 

conditional because, it said, M
e-

d
io

b
an

ca assu
m

ed
 - n

o
 risk

 in
 

the transaction, and sim
ply held 

th
e
 sh

a
re

s fo
r a

 fe
e
 u

n
til it 

`.`resold" them
 and` transm

itted 
the proceeds and accum

ulated 
dividends to I.T

.T
. 

I.T
.T

., the district office con-
clu

d
ed

, effectiv
ely

 co
n

tro
lled

 
th

e tim
e an

d
 p

rice o
f an

y
 "re-

sale" by M
ediobanca and there-

fo
re "n

ev
er d

isp
o
sed

 o
f th

e 
sh

ares" u
n

co
n

d
itio

n
ally

, as it 
h
ad

 p
ro

m
ised

 to
 d

o
 in

 its ru
l-

ing application. 
T

he office, in w
hat am

ounted 
to

 a ju
d
g
m

en
t o

f th
e n

atio
n
al 

office, also said that "the S
erv-

ice erred
 as a m

atter o
f law

" 
in

 issu
in

g
 th

e ru
lin

g
 "h

o
ld

in
g
 

th
at th

e ex
ecu

tio
n

 o
f th

e p
ro

-
posed .contract of sale [to M

e-
d

io
b

an
ca] w

o
u

ld
 co

n
stitu

te an
 

u
n

co
n

d
itio

n
al d

isp
o

sitio
n

" fo
r 

purposes of the law
. 

T
he N

ew
 Y

ork office recom
-

m
en

d
ed

 rev
o
catio

n
, an

d
 1

1
 

m
o

n
th

s •later th
e n

atio
n

al o
f-

fice —
 on M

arch 6 —
 follow

ed 
this advice. 

In
 telep

h
o
n
e in

terv
iew

s, all 
o

f M
r. B

o
g

aard
's p

rin
cip

al su
-

p
erio

rs h
av

e d
isclaim

ed
 an

y
 

resp
o
n
sib

ility
 fo

r th
e ru

lin
g
, 

say
in

g
 th

at it w
as issu

ed
 ro

u
-

tin
ely

. S
o
m

e h
av

e d
isclaim

ed
  an

y
 k

n
o

w
led

g
e o

f it u
n

til it 
su

rfaced
 in

 th
e -p

ress later as 
a p

art o
f th

e "I.T
.T

. m
atter." 

T
hus, R

andolph W
. T

hrow
er, 

th
e I.R

.S
. co

m
m

issio
n
er at th

e 
tim

e
, sa

id
 h

e
 h

a
d

 "o
n

ly
 th

e
 

haziest recollection" of the rul-
in

g
, an

d
 w

as "n
o

t at lib
erty

 to
 

co
m

m
en

t o
n

 w
h

eth
er it cam

e 
to m

e." 
R

eports N
o Intervening 

H
aro

ld
 T

. S
w

artz, th
en

 A
s-

sistant C
om

m
issioner for T

ech-
n

ical, said
: "I n

ev
er saw

 th
e 

ru
lin

g
 letter [to

 I.T
.T

.," ad
d
-

in
g

 th
at "n

o
 o

n
e in

terv
en

ed
." 

Jo
h
n
 L

ittleo
n
, th

en
 d

irecto
r 

o
f th

e In
co

m
e T

ax
 D

iv
isio

n
, 

said
: "I w

as n
o
t fam

iliar w
ith

 
it. I k

n
o

w
 n

o
th

in
g

 ab
o

u
t th

e 
case w

h
atso

ev
er. I d

o
n
't recall 

th
a
t I e

v
e
r h

e
a
rd

 th
e
 th

in
g

 
m

en
tio

n
ed

 u
n
til it g

o
t in

 th
e 

new
spapers." 

A
nd K

. M
artin W

orthy, then 
the service's chief counsel, said, 
"so

 far as I recall, it d
id

 n
o
t 

com
e to m

e." 

W
hen asked, in view

 of these 
co

m
m

en
ts, w

h
eth

er n
o
 o

th
er 

official "signed off" on the rul-
in

g
, M

r. B
o
g
aard

 said
, "th

at 
is n

o
t co

rrect." B
u

t h
e w

o
u

ld
 

not say w
ho review

ed his deci-
sion. 

O
n
e o

f th
e m

y
steries in

 th
e 

situ
atio

n
 is h

o
w

 M
r. B

o
g
aard

 
cam

e to
 m

ak
e th

e ru
lin

g
 sin

ce 
h

e
 h

a
s a

 re
p

u
ta

tio
n

 in
 th

e
 

agency and 'am
ong tax law

yers 
o
f b

ein
g
, as o

n
e fo

rm
er co

l-
leag

u
e p

u
t it, "stiff an

d
 strait-

laced
" in

 ap
p
licatio

n
 o

f th
e 

law
'and regulations. 

In fact, I.T
.T

. internal m
em

os 
co

n
tain

ed
 in

 a 1
1

0
-p

ag
e an

al-
ysis of the ruling's history, pre-
p
a
re

d
 b

y
 th

e
 N

e
w

 Y
o
rk

 
agency office, repeatedly com

-
m

en
ted

 o
n
 h

o
w

 M
r. B

o
g
aard

 
reiterated

 to
 I.T

.T
.'s law

y
ers 

that the disposition of the com
-

pany's H
artford shares m

ust be 
com

plete and unconditional. 
O

n
e I.T

.T
. m

em
o
 said

 th
at 

"w
h
at I.T

.T
. is p

ro
p
o
sin

g
 is 

u
n

d
o

u
b

ted
ly

 u
n

p
reced

en
ted

 in
  th

e h
isto

ry
 o

f L
R

.S
. an

d
 w

h
e-

th
er it w

ill b
e accep

tab
le w

ill 
d
ep

en
d
 larg

ely
 o

n
 th

e d
isp

o
si-

tio
n
 o

f I.R
.S

. to
 b

e h
elp

fu
l." 

T
h

e au
th

o
r d

o
u

b
ted

 th
at M

r. 
B

ogaard w
ould be helpful. 

A
nother m

ystery is w
hy M

r. 
C

onnolly has not yet gone into 
th

e m
atter. L

ast N
o
v
. 2

7
 M

r. 
Jaw

orski w
rote R

epresentative 
J. J. P

ick
le o

f T
ex

as, ran
k
in

g
 

D
em

ocrat on the investigations 
su

b
co

m
m

ittee o
f th

e H
o

u
se 

C
om

m
erce C

om
m

ittee, that his 
o
ffice w

as "v
ig

o
ro

u
sly

 p
u
rsu

-
ing" the I.T

.T
. m

atter, "includ-
ing allegations of im

proper in-
flu

en
ce" in

 co
n
n
ectio

n
 w

ith
 

"I.R
.S

. proceedings." 
A

lso L
aurence N

. W
oodw

orth, 
h

ead
 o

f th
e staff o

f th
e Jo

in
t 

C
om

m
ittee on Internal R

evenue 
T

ax
atio

n
, assu

red
 M

r. P
ick

le 
b

efo
re th

e rev
o

catio
n

 o
f th

e 
ru

lin
g
 th

at h
is o

ffice w
o
u
ld

 
look into the circum

stances of 
th

e ru
lin

g
, o

n
ce h

is staff h
ad

 
co

m
p

leted
 its rev

iew
 o

f P
resi-

dent N
ixon's tax returns. 


