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I{illed }' ing President Johnson enti-

| tled, “No Retreat from Tomor-
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» row.”

Mﬂk P1'0h65 - But after some initial leg

R S " work by ‘the FBI, the report
epﬂrt ays " %aid, “the Justice Department
. ‘ 3 " file was mistakenly returned

By George Lardner Jr. 4 'y 410 otive files of the de-

Washington Post Staff Writer i .

A f;nitial Justice Depart- partment and not disecovered
ment investigation of political| Until 1974 after the statute of
spending .by the nation’s big-j;limitations to the transaction
gest dairy cooperative was Ahad expired.”

“mistakenly” pigeonholed Un- | ‘poqeral law prohibits the
til the statute of limitations fonfiandls Tor

had run out, according to the | use of corporate funds for po-
Senate Watergate committee. | litical campaigns, but the s.-tat-

The committee said in a ute of limitations requires
staff report that bureaucratic =~ that prosecution be under-
incompetence was to hlame taken within five years of the
for the government’s failure, violation. /
in 1972 to pursue the criminal | . According to the Senate re-
investigation and a broader | POrt, Assistant Attorney Gen-

% BRG] oi. | eral Henry E. Petersen said

there was some doubt in his

tax probe of the co-op, Associ-
. Criminal Division about

ated Milk Producers, Inc.
The Senate investigators . )
: . whether the co-op’s expendi:
said they had looked into alle- tures fov the LET Hook wers
actually related to the 1968

gations that former Treasury
Secretary’ Jolm B. Conaglly: campaign, but “Petersen flatly
denied any improper conduct

had intervened improperly on

AMPI's behalf, but found b . g : i
s . - | by his division in connecton

nothing  to  support  SUCh} iy e investigation.”

Ehardes, The tax audit that uncov-

Connally told the committee | :
‘|in an affidavit that he did dis. | ered the expenditures for the
’ - Yot | LBJ ook also led to recom-
cuss AMPT’s tax probiems atya dati £ board IRS
March 16, 1972, meeting with xggn e s W A
co-op spokesmen  including | ifivestigation of AMPT's tax re
Texas lawyer Jake Jacobsen,|turnsfor subsequent years.
an old friend of Connally. The Senate report said the
The Watergate committee|Wider inquiry foundered, again
staff said in a draft report, |in#1972, because responsibility
however, that the investiga-|for it was transferred to IRS
tion “uncovered no evidence |agents who saw no “income tax
of improper action taken after |pdfential” in continuing the in-
the March 16th meeting in |Jestigation.
Connally’s office either with |4 According to the Senate re-
respect to the IRS audif or the | port, @ new IRS investigation
case in the Justice Depart-|has now been undertaken in
ment.” Jesponse to an independent re-
IRS handling of the case | port on AMPI’s political deal-
was highly unusual, the report | ings that documented a long
said. At one point, the Senate ‘series of illegal corporate con-
staff said, the IRS district di- itributions by the co-op for
rector with jurisdiction over President Nixon, Sen. Hubert
AMPI audits, Robert Phinney H. Humphrey (D-Minn:) and
of Austin, objected to asking Rep. Wilbur D. Mills (D-Ark.),
for a Justice Department in- gmong others.
vestigation on the grounds ;| “No Retreat from Tomor-
that “it will be written up in row,” which was printed be-
Jack Anderson.” fore President Johnson - de
IRS higherups overruled pided not to run for re-elec-
Phinney, and the Justice De- tion, had apparently been in-
partment undertook the in- jengeq as a momento for 1968
quiry anyway, focusing on cor- campaign contributors.
porate spending by AMPI in | AMPPs predecessor, Milk
1868 for a lavish book honor- ‘Producers, Inc., paid more
See MILK, A9, Col. 1 | than $90,000. :in. .corporate
«+ funds for printing and distri-
- ! "bution, but the co-op’s checks
Sen. Weicker scathes ad- | | o
ministration on Watergate 'f%g;f)i?;gcwcogﬁgaéi 1?01’%216«2
case conduct. Page 46, | since the printer had already
‘been reimbursed for his work
by the “Saluté to the Presi-
_ ‘dent Committee.” &
A routine audit of ‘the co-
©op’s books in' 1971 by IRS
-agent Doyle Bond of San An:
#onio turned up the questiona-
vble payments which had been
Itwritten off as' “advertising”

|
|
|
|

and “office supplies” expen-
ses. ’
AMPI subsequently hired

Marvin Collie, a partner in
Connally’s former law firm,
whom Jacobsen had recom-
mended as “the best tax law-
ver in Texas.” The Senate re-
port said Jacobsen checked
first with Connally, who said
he had no objection to Collie’s
representing the co-op,

Meanwhile, the report said,
IRS Commissioner Johnnie
Walters handed IRS South-
west Regional Commissioner
Albert Brisbin a- three-para-
graph memo apparently pre-
pared by AMPI and asked
Brisbin for a report. In turn,
Brisbin, the report said, told
Phinney that Commisisoner
Walters wanted to “do what’s
right but let’s close it as soon
as we can!”

Brisbin told Senate investi-
gators that he overruled Phin-
ney’s objections to a Justice
Department investigation of
the the LBJ-book expenditures

on Feb. 22, 1972.

According to the report,

“Brisbin says he understood

Phinney to be concerned
about possible embarrassment

to the former President and|.

those close to him, including

Connally. Phinney had known | .
President Johnson and Con-|!

nally for over 25 years, and
had joined with Connally and
several others in 1946 in in-
vesting in a local radio station
in Texas.”

In early March of 1972, the
report said, AMPI tax lawyer
Collie told Phinney that he
had advised tne co-op to give
up its claims of tax deductions
for the LBJ hook. Collie said
he hoped that would end the
case.

On March 15. 1972, the Sen-
ate Watergate staff reported,
the IRS agent in charge of the
audit, Bond, recommended an
examination of AMPI’s re-
turns for 1969 and 1970 as
well. But later in the year, the
report said, Bond’s responsi-

bility for the co-op was as-|!

signed to an agent in another
IRS section who saw no value
to continuing the inquiry.

As a result, the IRS failed
to discover illegal corporate
donations by the co-op that in-
cluded $100,00¢ in cash for
President Nixon in 1969 and
more than $206,000 for Hum-
phrey’s comback to the Senate
in 1970. The IRS also closed

‘the books on its 1968 audit

without discovering AMPI’s

expenditure of more than $90,-|

000 in corporate funds on the
Humphrey-Muskie campaign
that year. :
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