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IR
S

 C
latm

s, M
ilk C

o-op O
w

es $16 M
illion

 
' B

y G
eorge L

ardner Jr. 
W

ashington P
ost S

taff W
riter 

T
he Internal R

evenue S
ervice has step-

p
ed

 u
p
 its d

em
an

d
s fo

r b
ack

 tax
es an

d
 

frau
d
 p

en
alties fro

m
 th

e n
atio

n
's larg

est 
dairy farm

 cooperative to $16.7 m
illion. 

S
trip

p
ed

 o
f its tax

-ex
em

p
t statu

s last 
A

pril, the co-op, A
ssociated M

ilk P
roduc-

ers, Inc., w
as slapped m

ost recently w
ith 

b
ills fo

r $
5
.9

 m
illio

n
 in

 u
n
p
aid

 in
co

m
e 

taxes in fiscal 1972 and 1973 and a fraud 
penalty of $1.9 m

illion for 1972. 
, T

h
e IR

S
 n

o
tices, o

n
 file in

 U
.S

. T
ax

 
'C

ourt here, accuse the co-op of im
properly 

claim
ing tax deductions totaling m

illions 
o
f d

o
llars. M

u
ch

 o
f th

e m
o
n
ey

 w
as ev

i-
dently spent in connection w

ith the politi-
cal activities of top A

M
P

I officials during 
th

e Jo
h
n
so

n
 an

d
 N

ix
o
n
 ad

m
in

istratio
n
s. 

A
M

P
I law

yers are challenging the IR
S

 
revocation of the dairy co-op's tax-exem

pt 
status and the governm

ent's disallow
ance 

of m
ost of the claim

ed deductions. 

O
n
e o

f th
e b

ig
g
est item

s in
 d

isp
u
te is 

th
e $

3
.6

 m
illio

n
 th

at A
M

P
I sp

en
t o

n
 its 

S
eptem

ber; 1971, convention in C
hicago 

after P
resident N

ixon's controversial de-
cision to increase governm

ent m
ilk price 

supports that year. 
A

s g
u
est o

f h
o
n
o
r at th

e co
n
v
en

tio
n
, 

N
ixon w

as w
arm

ly greeted by 40,000 dairy 
farm

ers and their relatives in M
cC

orm
ick 

P
lace for w

hat w
as billed as "the largest 

-farm
 m

eeting in history." M
eanw

hile, the 
political arm

s of A
M

P
I and tw

o sister co- -  
o
p
s, w

h
ich

 h
ad

 lo
b
b
ied

 fo
r th

e h
ig

h
er 

price supports, w
ere funneling m

oney into 
a strin

g
 o

f d
u
m

m
y
 co

m
m

ittees su
rrep

ti-
tio

u
sly

 set u
p
 to

 co
llect m

o
n
ey

 fo
r th

e 
P

resident's re-election cam
paign. 

T
he records in U

.S
. T

ax C
ourt here in-

d
icate th

at A
M

P
I sp

en
t $

3
,6

5
4
,8

3
9
 o

n
 

travel, lodging and m
eals for the co-op's 

m
em

bers and guests at the 1971 conven-
tion and then claim

ed it as a tax-deduct- 

ible "ordinary and necessary business ex-
pense." 

T
h
e IR

S
 h

as d
isallo

w
ed

 th
e • claim

, 
p
ro

m
p
tin

g
 A

N
N

 law
y
ers to

 ad
d
 it to

 th
e 

list o
f d

isp
u
lt1

 th
ey

 w
an

t th
e co

u
rts to

 
reso

lv
e. T

O
 fan A

ntonio-based co-op is 
also

 b
ein

g
 O

tlan
ed

 fo
r b

ack
 tax

es an
d
 

frau
d
 p

en
alties o

f $
5
.6

 m
illio

n
 fo

r fiscal 
1971; $2.2 m

illion for fiscal 1970, and near-
ly $1.1 m

illion for fiscal 1969. A
ll of the 

claim
s an

d
 th

e frau
d
 p

en
alty

 to
tal $

1
6
.7

 

A
M

P
I's 	

firchitects, form
er general 

m
an

ag
er H

aro
ld

, S
. N

elso
n
 an

d
 sp

ecial 
counsel D

avid L
. P

arr, pleaded guilty in 
1
9
7
4
 to

 sim
ilar b

u
t sep

arate ch
arg

es o
f 

m
ak

in
g
 illeg

al p
o
litical co

n
trib

u
tio

n
s to

 
R

epublicans and D
em

ocrats, from
 N

ixon 
to S

en. H
ubert H

. H
um

phrey (D
-M

inn.) to 
R

ep. W
ilbur M

ills (D
-A

rk.). 
T

he dispute in T
ax C

ourt here also in- 

volves hundreds of thousands 'of dollars 
A

M
P

I p
aid

 o
u
t to

 p
ro

m
in

en
t D

em
o
cratic 

and R
epublican law

yers and public rela-
tions consultants for various services.. 

Instead of disallow
ing such deductions, 

how
ever, the IR

S
, court papers indicate. 

appears to be challenging the deductibility 
of every paym

ent for "professional serv-
ices" th

at A
M

P
I m

ad
e o

v
er th

e y
ears to

 
politically w

ell-connected W
ashingtonians. 

"W
hat they [the IR

S
] obviously did w

as 
take m

e and perhaps others and say that 
all our w

ork —
 w

hether it w
as for legis-

lative analysis or public relations or any-
thing—

w
as obviously political," said for-

m
er H

u
m

p
h
rey

 aid
e T

ed
 V

an
 D

y
k
, w

h
o
 

served as a public relations consultant for 
A

M
PI. 	

, 
"F

ran
k
ly

, I th
in

k
 th

ey
're w

ro
n
g
," V

an
 

D
yk added. "O

therw
ise every law

yer and 
co

n
su

ltan
t in

 W
ash

in
g
to

n
 is g

o
in

g
 to

 b
e 

o
u
t o

f b
u
sin

ess. T
h
ey

're all p
aid

 o
u
t o

f 
corporate funds." 


