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I.R.S. Study

On Nixon Tax Was Incomplete

By DAVID E. ROSENBAUM

| WASHINGTON, June 21 —
The House Judiciary Committee
heard today evidence that-the
Internal, Revenue service: had
clos%&'its investigation of Presi-
dent’ Nixon for possible tax|
fraud on the basis of an in-|
complete examination of his
case. ' o=
The evidence, according to’
committee members, showed
that tax agents had not inter-
rogated Mr, Nixon and that
the Commissioner of Internal
Revenue, Donald C. Alexander,|
had found many conflicts in|
the testimony of key witnesses.

Mr. Alexander sent:a letter
last April 2 to Leon Jaworski,
the special Watergate prosecu-
tor, saying, “We have been un-
able to complete the process-
ing of this matter in view of
the lack of cooperation.of some
jof the witnesses and because
of many inconsistencies:in the
testimony of individuals pre-
sented to the servics.,” .

In his letter, Mr. Alexander |
recommended that a grand.j
consider’ whether a cri
been committed in the prepara-
tion of the President’s tax re-
furns.

A copy of the letter, which
was presented to the Judiciary
Committee members at a clesed
hearing this morning, was made.
'available to The New York
[Times by a Democratic, mem-
ber. : . : ;
A spokesman for Mr. Jaworski

declined to comment and would" ]
not confirm that the special

prosecutor . was investigating
those who prepared Mr. Nixon’s
returns. Attorney General Wjl-
liam B. Saxbe has said that he
referred that investigation to -
Mr. Jaworski. y
Government sources
.day, however, that,

}no indication that M
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tion of whether the President
had committed fraud.

The day after Mr. Alexander’s
letter was written, Mr. Nixon
announced that he had been
assessed and would pay $432,-
787.13 in back taxes and de-
clared, “the report by the In-
ternal Revenue Service rebuts
any suggestion of fraud on the
part of the President.”

Mr. Alexander’s letter con-
tained no such conclusion, and:
instead said that the fraud
issue could not be determined!

on the basis-of the evidence;

' Special to The New York Times

assembled by the tax agency.
A - addition, the Judicary
Committee reportedly learned
today that Mr. Nixon had asked
Mr, Alexander if he could de-
duct ‘as a charitable contribu-
tion on his 1974 tax return any,
payment he made on his 1969
taxes. Mr. Alexander reportedly
said he could not do so.

The statute of limitations has
-expired on Mr. Nixon’s 1969 tax
deficiency and he cannot be re-
quired to pay it. However, the
White 'House has said that he

does plan to make the payment, |

which would be in excess of
$150,000. ' EN
This afternoon, the Judiciary

‘Committee received a staff re-

port on the President’s” order-
ing of a secret bombing cam-
paign over Cambodia beginning
in 1969 and on the falsified
reporting system used, with the
President’s, knowledge, to hide
the campaign from Congress
and the public. ;

The session today was the
18th and final closed hearing
on evidence gathered by the
impeachment inquiry’s staff.

The committee will begin a
series of public meetings next
week to determine how to pur-

sue the impeachment investiga-|

tion with a view to completing
{He inquiry sometime next
month. .

Many committee -members
seemed stunned by disclosures
that the examination of the
President’s taxes had been so
incomplete, and
likely that the panel . would
pursue the matter further.

Earlier, the Co-n»gressio:natl_ﬁ}pg;nt‘

Committee on Internal

Taxation lookedss in

Nixon’s taxes.
Republicans’ Concern

Representative Edward Mez-
vinsky, an Iowa Democrat on
the Judiciary Committee, who
has taken a particularinterest
in the :question of the Presi-
dent’s ‘underpayment of taxes,
called it “a very serious mat-
ter.”

“We know the joint commit-

renue
o Mr.

fraud, and now we know the
IR.S. didn’t do it, either, so

colleagues, “This is a wholly
different story: from yesterday.”
Wrongdoing Doubted
Representative William .
Cohen"'of Maine said that the
revenue. service had conducted
a ““hasty investigation” * and
that “insufficient information
was gathered.” .

;.. On the other hand, one of
.the President’s, stanchest sup-
porters, Representative Charles
E. Wiggins of California, said
that the whole tax matter was
a “nonissue” and that he had
seen nothing to dissuade him
from . the view that the’Presi-
dent had -committed no wrong-
doing. oy o

 Those who disagreed with
Mr. Wiggins were bolstered by
an explanation the committee
received today on how the rev-

‘explanation was givéen the
:committee by Fred Folsorn, re-
tired head of the Fraud Section
of the Tax Division of the' Jus-
tice Department. s

As ‘confirmed by Albert E.
Jenner. Jr., Republican qgunsel
to the' impeachment inquiry,
- Mr. Folsom said that, in" the
case ‘of :an ordinary taxpayer
whose returns had been as de-
ficientias Mr. Nixon’s, the rev-
enue sérvice would have rec-

it appeared,

i treated.” %
tee didn't 'face the issue of

ommended one of three courses
of action: that the Justice De-
partment begin prosecution for
criminal tax fraud, that the de-
partmént investigate further
wheth€r there had been. crimi-
nal fraud, or that litigation be-
gin for civil fraud. )
Penalty of 5 Per Cent

If the revenue service finds
civil fraud, the taxpayer ‘must
pay a 50 per cent penalty on

- tee's determination of whether

.enue service normally handles
‘tax fraud - investigations. The.

his deficiency. Mr. Nixon, was
assesséd a 5 per cent’mnegli-
gence ‘Penalty. i :
Moreover, the committee!
members were reportedly told
that in-ordinary cases the tax
agents:.closely imrrogated the
taxpayer under inyestigation
Representative ‘RobertiF, Dri-
‘nan; ‘Democrat of MaSsachu-
;setts, said there was no. doubt
'in his mind that Mr. Nixon had
been' “treated very différently
fromisthe way ~other§ are

. Some Republicans wet;ém’sharp-‘
ly critical of Mr. Folsom’s pres-
entation. Representative Robert

it’s up to us,” Mr. Mezvinsky

Lt ted )S’aid.
had ruled out further examina~|

Manhattan, a former, Assistant
United States Attqiney, de-
clared that if the President had
been an ordinary citizen his
case “would have gone to the
Criminal Division” of the Jus-
kice Department. £

Some Republican members
also"seemed concerned. Repre-
sentative Wiley Mayne of Iowa,

who has” been one of Mr.|

Nixon’s most consistent sup-
porters during the impeachment
inquiry, was overheard telling!

Another Democrat, Represen-!
tative Charles B. Rangel of

McClory of Illinois, in a“state-
ment 'that was endorsed by
Representative Henry P..Smith,
34’ of upstate New York, saidl
that Mr. Folsom had been an,
“adversary” and that there was
no evidence that an impeach-
able offense lay in the area of
the President’s taxes.

Statement by Rodino

i| - But the compmittee chairman,
Reprecentative Peter W. Rodino

said there were “serious’ques-
tions as’to whether the Presi-
dent was treated like any other
taxpayer.” i

|Jr. Democrat of New Jersey,

The committee heard another'

piece of ' evidence “that some
‘members.-‘said cast doubt on
-Mr. Nixon’s crebibility.

It 'was discloser that some
days ‘before last Dec. 8, when|
‘the President announced that
he was turning his tax infor-
mation over to the Congres-
sional joint committee and
would abide by that commit-

he owed back taxes, the Presi-
dent learned that the revenue
service had begun a new audit
of his taxes.

Thus, when the President
made the announcement, he
‘knew that- his tax payments
were under an official investi-
gation. :

“He created his own option,
and it was an end run,” said
Representative George E. Dan-
ielson, :Democrat of California.

In the end. the revenue serv-
ice found 'that the President
owed less in taxes, interest and
penaltiés than the joint com-
mittee ‘said he did, and the
President paid the amount as-
sessed by the revenue service.

The, letter from Mr. Alex-
ander, the revenue commis-
sioner, to Mr. Jaworski said
that ‘the revenue service’s in-
vestigation had focused on the
activities of five men who had
been involved in the Presi-
dent’s claim of a $576,000 tax
deduction for the gift of his
pre-Presidential papers ‘to the
National Archives.

They are Frank DeMarco, the
President’s California tax at-
torney,  who acknowledged
backdaing the deed for the gift
of the papers; Ralph Newman,
a Chicago appraiser who set
the value on the papers given
by the President without re-
viewing tham all: Edward L.
Morgan, a former White House
official, who signed the deed
for the papers without the pro-
per power of attorney; John D.
Ehrlichman, the president’s for-
mer chief adviser on domestic
affairs, and Herbert W. Kalm-
bach, Mr. Nixon’s personal at-
itorney. §

Mr. Alexander implied but
did not directly state that some|
of these-men had failed to'co-
operaté with the investigation
and had given conflicting state-
ments.

Extent of Investigation.

Mr. ‘Alexander added, “the
use of grand jury powers should
aid in determining all of the
facts in this matter.”

Today, Mr. Alexander K was
asked how he ' couldh have
come to a conclusion about the
President’s liabilities  on the
‘basis of such an incomplete in-
Ivestigation. He replied:

I “I" thought and the ILR.S.
thought that the case was de-
veloped to the extent necessary
for LR.S. to move to a con-
clusion with rhe respect to the
taxes and deficiencies it would
assert. The investigation Had
gone far enough under the cir-
cumstances to arrive at a ‘de-
termination of the taxes due.”




