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~APR 14 1975

hEhORANDUd TO TdE HOVO?ABLA WILLIAM E. CASSELMAN II
- "zd_z Counsel to the Pre51dent

~ Re: Reply to GAO Conce rning Fllght by
- * Julie Nixon Eisenhower -

‘This is in response to your memorandum to this Office

‘of March 5, 1975, requestlng a review as.to form and

legallty of a proposed response by the White House to a
series. of questions posed by the General Accountlng Orflce

(GAD) . These questions concerned a series of "couriexr"”

flights -from Washington to former President Nixon in San
Clemente and the presence of Julle Nixon Elsenhower on one

of those fllghts.q

It is our oplnlon that the courier fllghts were properly

authorized by the President as Commander-in-Chief, because

they involved a proper military mission--that is, as we have
been informed was the fact, transmission of military and
diplomatic.information and 1neelllgence to ‘a person whom the
President would have had to call upon in the event of war or
natlonal emergency at that tire.

Thevparticularly abrupt elevation of Mr. Ford to tha -
Presidency necessitated coordination with Mr. Nixon for a

. limited period of time. Th2 need for such coordination is

explicitly recognized in the Presidential Transition Act of
1963, Pub. L. No. 88-277, March 7, 1964, 78 Stat. 153. That

'Act (section 4) authorizes the provision of services and

facilities to former Presidents for a period up to six months,
in furtherance of the statesd purposs "to promote the ordexly
transfer of - the executlive powsx in connection with the expira-

"tion of the term of office of a Prasident and the inaugura-

';this light, the transmission of information to Hr. Ni

-contrary statute, the dotorni

tion o0f a new Praesident" (s=2ction 2). In tha abs=snce of

. -
nys

iztion by the President
role &3 Commander-in—Chief that a particular mission
propacly a military onc would ocdinarily be conclusive

In

0
3

NI
Lduring this brief period is fully justifiable as a de
mission. - ’
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As for the President's authorization of Julie Nixon
Eisenhower's unreimbursed travel on one of those courier
flights: The proposed. response to GAO whlch you sent to
this Office states: S .

"The Commander- 1n—Ch1ef Secretary of Defense, Secre-
tary of the Army, Secretary of the Navy and Secretary
of the Air Force may authorize private citizens to
travel via Government aircraft when it is of benefit
to the United States Government or for compassionate
reasons. This authority is . . . covered by Depart-—:
ment of Defense regulations in granting authority to
the Secretaries."” _

After discussion with the General Counsel's office in DOD,
we have concluded that no regulations exist which would be
applicable to Mrs. Eisenhower's travel. Certain regulations
provide for the transportation of private citizens to save
their lives, see DOD Reg. 4515.13-R, ¢ 11-7b, ¢ 14-6b;
Memorandum from the Deputy Assistant Secretary of Defense
(Supply, Maintenance & Services) to the Assistant Secretaries
of the three branches, dated April 28, 1972 (hereinafter

: "Memo") . Others provide for transportation of specific DOD-

s related persons for compassionate or humanitarian reasons,
see, €.9., DOD Reg. 4515.13-R, § 4-5a(6), { 4-6b(2). Regula-
tions also provide for so-called "National Interest Traffic,"
but only when the head of an agency certifies that commer-
cial air service is not available or readily obtainable and
that such transportation serves the national interest, i. €.y
is "benef1c1al to the political or economic interests of
the U.S. See DOD Reg. 4515.13-R, ¥ 2-3s, 6-1c(1l); see also
DOD Directive 4500.9, ¢ IV.F.l.b.; Memo. None of these
regulations appear to apply to Mrs. Eisenhower's flight.

The types of transportation authorized by the above-
mentioned regulations, however, have no more statutory
basis than did Mrs. Eisenhower's carriage. They must be
considered expressions of a reasonable approach to the exer-
cise of the authority given to the President "to direct the
movements of the naval and military forces placed at his
ccmmand . . ." Fleming v. Page, 9 How. (50 U.S.) 603, 615
(1850) (Taney, Ch.J.). That is, in the absence of an expres-
sion of a contrary intent by Congress, see, e.g., 18 U.S.C.

- § 1385, the President must be deemed authorized by the Con-
- . . stitution to utilize the troops and equipment under his command

for reasonable purposes, even 1f they are not purely military

- ],‘: )




P

in nature. The carrying of a sick or injured person to a

-hospital to save his life, the carrying of supplies to a

disaster-struck area, or even the carrylng of a person to

be with a seriously ill member of his or’ ‘her immediate family
may be considered reasonable under the circumstances of the
particular case. :

Section 638a(c) (2) of Title 31, United States Code,
may be read as indicating that Congress does not dlsapprove
such use at least of aircraft placed at the President's
command for his official use. That paragraph generally
makes it unlawful for government aircraft to be used other .
than "exclusively for official purposes." It provides, how-
ever, that "the limitations of this paragraph shall not apply
to any . . . aircraft for official use of the President,”
thus indicating that aircraft dedicated to the official use
of the President need not be used "exclusively" for official
purposes. Inasmuch as the courier flight carrying Mrs.
Eisenhower involved an aircraft which had been dedicated to
the "official use of the President," as apparently all air-
craft of the 89th Military Support Group are; and inasmuch
as that aircraft was engaged primarily on official business;
the authorization to allow Mrs. Eisenhower to fly on a space-
available basis may be seen as within the contemplation of
Congress that the President's planes need not be used exclu-
sively for official purposes. :

In a sense, therefore, the President's authorization of
Mrs. Eisenhower's carriage has stronger presumptive validity
than the types of transportation explicitly authorized in the
DOD regulations cited above. The latter are not, as far as
we are aware, supported by any implicit statutory approval.

"Nonetheless, there exists the problem of reconciling the

President's authorization of Mrs. Eisenhower's flight with
the DOD regulations, since ordinarily the executive branch
cannot act in violation of its own regulations, even if it
has the power to change those regulations. This problem ex-
ists not merely with respect to the authorization of Mrs.
Eisnehower's carriage but also with respect to the issue of
reimbursement for it. DOD regulations set forth the general
rule that transportation of non-U.S. Government traffic is
reimbursable, see DOD Reg. 4515.13-R, ¢ 6-1c2; DOD Directive
:4500.9, ¢ IV. F.l.b. “An exception is made "for any services

~0f a humanitarian nature - -performed in certain emergency situa-
" ~tions such as lifesaving transportation for non-U.S. Armed
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Forces patients, search and rescue operations, and airlift

of personnel and supplies to a site of disaster." DOD Regq.
4515.13-R, ¢ 6-4b. While the carriage ¢of Mrs. Eisenhower

to Callfornla might be termed "humanitarian,” it probably

was not performed within one of those "certain emergency
situations” contemplated by the regulatioans, if only because of
the existence of alternative commercial mesans of transportation.

In our view it can persuasively be argued that the
problem of inconsistent regulations, as to both the author-
ization of Mrs. Eisenhower's flight and the waiver of reim-
bursement, is resolved by the fact that the regulations should
not be deemed applicable to aircraft assigned to the President’s
own use. It is certainly unlikely that the President was meant
to be bound, with respect to matters bearing immediately upon
his own functions and activities, by the orders of subordinates
in the chain of command. The regulations restricting use of
aircraft generally, should therefore not be interpreted to
apply to aircraft in actual use by the President, at least
when he spec1f1cally directs an action that is contrary to
them. :

The above discussion sets forth what we regard as the
best legal argument to support the action taken by the Presi-
dent. Except with regard to the propriety of the courier
flights themselves, however, the Presidential authority is
questlonable enough that it would seem to us unfortunate to
provoke its first test in a factual context which is so
trivial and unappealing. We therefore recommend a low-keyed
and conciliatory reply to GAO, avoiding use of the phrase
"inherent power," which will only serve to excite those Mem-
bers of Congress who initiated this inquiry. We would suggest
a reply along the lines of the attached.

Antonjn Scalia
Assistant Attorney General
Office of Legal Counsel

Attachment
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Question -

Answer

Question
Answer

Question

Answer

Attachment

-What is the authorlty for +he perlodlc courler

flights to Mr. leon°

After Mr.<N1xon left office, there were three
courier flights to San Clemente at the direc-
tion of President Ford acting as Commander-in
Chief. These flights carried up-to-date classi-
fied information to Mr. Nixon so that he would
remain informed with regard to international
and military affairs. President Ford, lacking
a normal transition period for his Presidency,
felt that he might well require consultation

on an emergency basis with Mr. Nixon regarding
these matters, and he desired that Mr. Nixon's
advice be based on the most current information.

In addition, at least the flight which carried
Mrs. Eisenhower also carried six White House
communications personnel who were to dismantle
the extensive defense communications system at
San Clemente. ’

These flights, therefore, at the direction of
the President as Commander-in-Chief, were all
operational flights of Air Force planes engaged
in missions properly assigned to the military.

How long is it anticipated that these flights

‘'will continue?

The last courier flight was October 4, 1974,
and no further flights are contemplated.

What is the authority relied upon for allowing
a private citizen to travel as a ‘passenger on
a Government aircraft?

~ We are not aware of any statutory authorlty

spec1f1cally granting the President the power

to allow private citizens to travel on Govern-
ment aircraft. Neither are we aware, however,




4. Question

Answer

5. Question

TR

of any specific limitation on the President's
general command authority over military per-
sonnel and equipment which would bar him from

‘allowing private citizens in certain compelling
_situations .to ride on a space-available basis

in military aircraft otherwise engaged on offi-
cial business. Department of Defense Regula-
tions of long standing have authorized, in the
absence of positive statutory law, the use of
military aircraft to transport private citizens
in order to save their lives or otherwise to
benefit the nation; we believe the Congress

has been aware of this practice. So also, it
has been a settled practice to transport the
children of former Presidents to their fathers
when the latter were critically ill. In light
of this settled practice, the absence of con-
trary law, and the fact that neither appropriated
funds nor the defense mission would be affected,
the President authorized the carriage of Mrs.
Eisenhower on the courier flight.

Will the Government be reimbursed for the value
of Mrs. Eisenhower's flight?

As has been the settled practice, both with
regard to the children of former Presidents and
with regard to other humanitarian missions, the
carriage of Mrs. Eisenhower was not reimbursed.
The policy of not seeking reimbursement on human-
itarian missions is reflected in DOD Regulation
4515.13-R, ¢ 6-4b. Of course since Mrs. Eisenhower
flew on a space-available basis, no expenditure
of Government funds was involved. [I£, however,
the Congress feels that reimbursement of the
equivalent one-way commercial air fare is neces-
sary to preserve the integrity of the Government
fisc, then the President will insure that re-
imbursement will be made.] */

Will such flights by Mrs. Eisenhower or others
be allowed on subsequent occasions?

NZ-;f/ This bracketed senténge might be omitted.
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CARTER NET WORTH
NOW BELOW MILLION

'79 Tax Return Gives $80,000 Loss
in Peanut Business — Refund
of $16,703 Is Claimed

By STEVEN R. WEISMAN
Special 1o The New York Times

WASHINGTON, April 15 — President
and Mrs. Carter today made public their
1978 income tax retura and other docu.
ments showing that their net worth fell
below the §1 million level it reached in
1978, in part because of soaring interest
casts that affected the family peanut
business.

In pant because of a nearly $80,000 loss
in the ut business and in part be
cause of a §14,500 credit for taxes already

id, the President claimed a refund of

16,703.59 for 1979.

Mr. Carter ended up paying $64,844 81
in taxes for 1979. He took three exemp-
tions — for himself, his wife and hls
daughter Amy.

Mr. and Mrs. Carter’s net worth as of
Dec. 31, 1979, was $893,304.35, nearly
$113,000 below the level of $1,005,910 the
year before. They listed $529,332.10 in
personal assets held in trust by Charles
H. Kirbo, Mr. Carter's longtime friend,
who oversees the family business.

Home Valued at $89,400

The Carter family’s assets were shown
to be significantly liquid, with more than
$291,000 in savings accounts, certificates,
Treasury bills and savings bonds. The
estimated value of the family home in
Plains, Ga., was $89,400.

The return showed that the President
claimed a loss of $79,609.52 in income
from the trust, but there was no disclo-
sure of the causes. The White House said
& would disclose details of the business's
tinances next month, when such disclo-
sure is required by Federal law.

But Jody Powell, the White House
spokesman, said the business loss was in
large part because of the increased cost
of a loan on peanut-shelling equipment,
the interest rate of which is pegged to 1.5
points above the level of prime.

Mr. Carter’'s return showed an ad-
justed gross income of $193.823.77. In-
cluded was $237,490.98 in salary income
and $22,670.53 in interest lnt?me.

Until last year, the President listed his
salary income as $250,000, consisting of
$200,000 in straight salary and $50,000 for
personal expenses. A law that went into
effect last year required that the $50,000
for expenses not be counted as income.
Instesd, it is to be set aside for expense
purposes, with any unspent portion re-
turned

The law went into effect last Oct. 1,
which accounts for roughly $37,500 listed
as regular income. The income tax return
showed that Mr. Carter ac;t'l_’aolly spent
only $1,703.48 for expenses in .

l: distributing the returns, Mr. Powel}
said it had been the President’s practice
to disclose his income since his days as
Governor of Georgia. In response to a
question, Mr. Powell criticized Senator

Edward M. Kennedy, the Massachusets
Democrat who is chall Mr. Carter
for renomination, for al y not doing

the same.

Keanedy to Disciose Data

He asserted that Senator Kennedy had
disclosed *“a few bits and pleces” of
financial information but had not kept
what he said had been a pledge to make
full disclosure. A spokesman for Senator
Kennedy, Jim Flug, said ‘‘of course’ Mr.
Kennedy would disclose his return, which
he said would be submitted by midnight
tonight. .

A spokesman for Ronald Reagan,; the,
Republican Presidential candidate, sald|
the former Governor of California had no
intention of disclosing his income tax re-'
turns ‘‘at this t.” A spokesman for|
George Bush, former ressman, |
diplomat and Director of Central Intelli-
gence wha is also utun’ the Republican
nomination, said Mr. Bush was unde-
cided whether to disclose his returns.

Keke Anderson, wife of Representative
John B. Anderson, the lllinois Republican
aspirant, sald Mr. Anderson had every in-
tention of disclosing his tax return ‘‘as
soon as he can.”

Vice President Mondale also made his
income tax return available today, show-
ing that he paid $23,429 last year on an ad-
justed gross income of $89,424. Mr. Mon-
dale got a $3,810 refund because of over-
payment. He reported $76,031 in salary
and $155 in interest income, and $10,430 in
expense account allowances, with $6,070
in expense allowances returned to the
Government because the money was not
spent.

p’:‘be Carters claimed $43,090.64 in item-
ized deductions, which included $15.53 in
postage, $1,578.73 in fees for the adminis-
tration of the family trust, $11,690.69 in
professional services to Mr. Kirbo and
others, $15.75 in dues and $14,414.70 in
state, ocal, real estate, sales and prop-
erty taxes. The President also paid $45.04
in interest for credit cards, an expense he
also deducted. .
He included $2,048 in income for trans-

-portation furnished by the Government.

He gave $15,438.30 to charities that the
White House would not specify. -

The return was prepared by Robert
Perry, an accountant in Americus, Ga.,
who has long done Mr. Carter’s returns. -
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PRESIDENT LISTS
PERSONAL ASSETS

Campaign Pledge Fulfilled
—Net Worth Up $67,000
Since He Took Offios

By JAMES M. NAUGHTON
Soestal 10 The New York Tuee

- WASHINGTON, Feb. 12—
[President Ford, fulfilling a cam.
paign pledge ‘to disclose his
|personal finances, made public
-today documents showing that
his net worth had increased by
slightly more than $67,000 since
he became President.

According to a financial state-
ment issued at the White House,
Mr. Ford's personal financial

Details of Ford's Finances
appear on page 31.

worth increased to $323,489 at '

the end of 1975 from the $256 -
378 listed at the time he became
President in August 1974.

In making public details of
Mr. and Mrs. Ford’s finances
dating to 1966, the White House
spokesman, RonNessen, stressed
that Mr. Ford consistently paid
“a very large percentage of hi.
income” in Federal, state au
local taxes.

Contrast With Reagan

The documents showed that
$106,200 of Mr. Ford’s $250.000
salary and expenses as Presi-
dent last year was withheld
for Federal tax purposes and
that Mr. Ford paid 42 percent
of his gross income in Federal,
state and local taxes for 1974.

The disclosures, less than
two weeks before the Feb. 24
presidentia! primary in New
Hampshire, apparently were
designed to prod Mr. Ford's
rival, Ronald Reagan, into mak-
ing a comparable listing of
personal finances.

They also served to draw at-
tention to the contrast between
the two Republican candidates’
wealth and tax ppyments.

Mr. Reagan, a mlilionaire, -
acknowledged in 1971 that he '

paid no state taxes on his
$44,000 income as Governor of
California in 1970.

“His own personal philos-

2/13/176

ophy,” Mr. Nessen said today of
the President, “is to not make
any effort 0 find things that
some people find to avoid
taxes.”

Earlier this week, in a con-.
veraation with a group of re-
porters, the President said he
would make his financial state-|
ment public because “it is good
for the electorate to know
what all candidates have as far
as assets and liabllities, and
also what they patd or didn't
pay in Federal and state in-
come taxes.”

The White House said that;
most of the appreciation in the
President’s net worth since he
took office was the result of
an increase in the estlmated
value of three properties owned
by Mr, and Mrs. Ford and in
the value of life insurance in-
vestments.

The documents listed valua-
tions of $90,000 each on the
house Mr. Ford owns in Alexan-
dria, Va., and a condominium
he owns in Vail, Colo., and
$30,000 on a house in his home-
town of Grand Rapids, Mich.

Before he took office, the
President’s Virginia house was
valued at $70,000, the Colorado
condominium at $65,000 and
the Michigan house at $25,000.

The President’'s net worth
was listed at $256,378 when he
was confirmed as Vice Pres-
ident In late 1873, The White
House said a few days after
Mr. Ford become President in
Aughst 1974' that theré had
been no sifniﬂcant change in
I;l&gﬂmm finances since late

The Ford data made public’
4bdgy ‘comgtrasted strikingly
with the financial data on.his
predecessor, Richard M. Nixon.

Mr, Nixon's net worth in May
1973 was $988,522, more than
; three times the $307,141 he list-
ed when he became President
in 1969,

Mr. Ford’s records showed
that he paid $256,615in Federal
income taxes for the years 1966
throu/zh 1974 on total earnings
of $754,605 as a member of
Congress, Vice President and
Prestdent. - -

By contrast, Mr. Nixon paid
$78,650 in income taxes on to-
tal earnings of $1,122.254 for
the years 1869 to 197" After
investigations by the ~ *-rnal
Revenue Service and a joint
committee of Co s, Mr.
Nixon’s deductions for gifts of
hig personal papers to the Gov-
ernment were disallowed and
he was billed for $432,787 In
back taxes.

The White House said de-
tails of Mr. Ford's 1975 income
tax payments would be made
public after the President and,
his wife file their return. In ad-
dition to the $106.200 withheld
from Mr. Ford's biweekly
paychecks last year, the White
House said he had paid $8.123
in estimated Michigan income
taxes.

Mr. Nessen said that the
.material made public today was
prepared with the assistance of
Mr. Ford’s longtime accountant
iBn Grand Rapids, Robert J. Mc-

ain.

The documents showed that,
like many other Americans, Mr.
Ford had not managed to save
any money although his salary
soared from $62.500 as Vice
President to the $200,000 salary
and $50,000 expenses he re-
ceives as President.

A statement of assets
showed Mr, Ford had $1,239 in
cash in banks on Dec. 31, 1975.
112-; lSeptember 1973, he had $1,-

Mr. Ford’s modest holdings
in the stock market — 133
shares in Central Telephone of
Illinois and 72.026 shares in a
mutual fund, Stein Roe Farnum
|Balance Fund — depreciated
iduring the bear market of 1975.
They were valued at $3,942 at
‘tlhsenend of 1975, at $4,539 in

. |
Asked what had become of
the President’s salary and why
he had not been able to accu-
mulate savings, Mr, Nessen said
he did not know what Mr. Ford
“spends his money on,” But he

i 1said the President had four

-children in college in one calen-
dar year, that Mrs. Ford had
purchased clothing and that the
Pregident paid his own personal
expenses for food and enter-
tainment.

According to a study of can-
didates’ financial disclosures
made public this evening by
Common Cause, the self-styled
citizen lo§by, Mr. Reagan’s only

recent disclosure, was a *‘state-
ment of economic interests”:
;lled5 in California in January

975.

A statement Issued by Com-
mon Cause said that Mr.
Reagan gave no total of in-
come, assets or liabilities for
the period covered, April 1,
1974 through Jan. 6, 1975.

Reagan Reaction
CHICAGO, Feb. 12 (AP)—
Mr. Reagan said tonight that
he planned to release ‘“‘some
additional information™ to up-,
date a financia] statement that,
he said he filed upon leaving:
the California govemorsh?). [

After & delayed arrival at|
O'Hare International Airport
for a one-day campaign tour
in northern lllinois, Mr, Rea-
an said he “didn't know”

sldent Ford had released a
financial statement earlier in
'the day.
| Asked whether he would re-
lease a similar financial dis-
closure, Reagan said, *There is
4 Californla law , . . that re-

iquires anybody upon leaving
‘oftice to make & financial state-

ment,

“There has bee no change in
‘my situation since then,” he
said.

Mr. Reagan filed a *“State-
ment of Economic Interests”
with the California’s Secretary
of State” in January 1975. He
listed three estate properties,
including two ranches, with
values of more than $10,000
each. He also listed investments
over $10,000 each in Conti-
nental lilinois Properties, Bene-
fical Standard Investors and
Salant Corporation. All of these
are in revokable trusts created
by Mr. Reagan in 1966, the
year he became Governor,

Mr. Reagan owns three pieces
of real estate in Caiifornia with
a total market value, according
to public records, of $2,363,000.
His total worth is not known,
however.

The San Francisco Examiner
‘estimated Mr. Reagan's 1975
jearnings from lectures, his ra-
jdio show and newspaper col-
:umns at $700,000 and said it
iwas the most money he had
ever made in one year.




Details of Ford’s Net Worth and His Financial Affairs

WASHINGTON, Feb. 13—The. White House made
public today the J.ouowtng details of President Ford's

persona| net.worth and financial offairs:

THE HONORAILE GERALD R. AND ELIZABETH B. FORD

250,000.00 + 106,200.00

Federal lncqnie Tax Withheid

. NOTES
The Cash in Bank consists
of accounts at the Central
Bank N.A. Grand Rapids, a

TEMEN’I‘ or NET WORTH business account and s per-
DECEMBER 81, 1975 sonal account at m};“h‘;t
National Bank of Was .
ms'cur:? Banks .8 1,238 Debenture Bonds are
Fogn wm and Varnish Co.—Ds- 8001 :&t: the Ford Paint and Var-
Ceaml ‘l'chphm of Wiinols= ' The Stock conaists of 135
tock 2,734 Shares of Central Telephone
Swn R Funum Balance Find - of Nlinols and 72.308 Shares
1208 12873 - of Stetn Ros Farnum Balarice

LT Fun.

" Cash Valuo—=Life lmunnce'

Gerald R. Ford (Face Vuluo Al securities were valued .
$25,000.00 '$ 8.267 ' as of December 81, 1975.

Ellnbeth B. Ford (Face_ _v;luo The cash value Life Insur-
$5,000.00) 1,634 9,801  ance was supplied by New

US. Con ional Retl ”__ nd , . England Mutual Life Insur-

ms’ ona. etiremen ul ance Co’np‘ny'

R G'ECE":;‘::’“‘“ Cost 53,701 u The U?. c:ngmslor:l_ke-

" Residence — Alexandria, Virginia  $50,000 rement Fund represents your
Condominium — Vail, Colorado 90,000 contributed cost to December
Rental Dwelling — Grand, Rapids, 31, 1975.

ichigan 30,000 _The value of the Real
Cabin—South Branch Townuhip. Estate, Furnishings and Per-
Michigan (1 Interest) 2,000 212000 gonsl Effects represent esti-

Furnishings and Personal Effects: mated market values deter-
Reliden‘cse $20,000 . mined by you and ere in
Condominium . 6,000 excess of the original cost.
Rental Dwelling . < 2,000 28,000 The sutomobiles and other

vehicles consist of a )974

Automobiles and Other Vehicles 6878  Jeep, 1972 Jeep ond a 1971

T ETS . Mﬁ':n'b“mlcé” were
TOTAL ASS 324,689 valu y
. owner of Coe Pontlac, Grmd
Rapids, Michigan.
General Bills Outstanding $ 1200 The general bilis outstand- :
. fng are estimated misceila-
NET WORTH $323,489  neous itema unpdd at Decem-
Srsp— ber 31, 1975. :
Income and Tax ln!omluon for the President snd Mrs. Ford—1966/ 1074
Deductions ‘
State, Local All Taxes
. Gross Taxable Con- & Other Interest  Federal As % of
Year Income Income Medical tributions Taxes & Others IncomeTax Income
1066 59,513.65 50,267.90 277.79 133500 101255 20.41 17,389.05 31
1067 71,608.55 60,827.53 150.00 2960,00 1071.02 i 22,896.16 338 %
1868 6895243 56,759.55 150.00 235320 3089.68 22,617.43 37
1989 80,741.96 67,83899 611.98 212550 3565.51 e 29,610.90 4]
1970 94,322.11 80,944.31 1001.18° 189250 3348.9! 385.21 35,121.09 4]
1971 71,114.58 55,308.68 1886.45 2187.00 4090.02 592.43 20,390.53 4%,
11972 67,927.41  53,723.20 150.00 2288.25 4036.85 221.00 20,296.75 - 36
‘1973 92,745.40 77,887.06 150.00 276020 4297. 38 170.76 31,097.58 39
1974 147.683.10 128 47296 15000 5849.00 598471 272643  56,20849 42
1875 The President and Mrs. Ford’s Tax Returns for 1975 have not yet been prepared. The
following figures availebie:
Gross Income

Payment of Michigan Income
ym Tax (Estiml:t ) -
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The Reagans Incurred

No IRS Penalty f_or
Withheld Income Tax

The Washingtoh Post received dozens of phone

P2

calls yesterday asking if President Reagan and his

wife will be penalized by the Internal Revenue
Service for not having 80 percent of their antic-
ipated tax bill withheld last year.

The Reagans paid $292,616 in taxes on a total
1982 income of $741,253. Eighty percent of their
total taxes would have been $234,093. But
$168,034 was withheld: $68,034 from the presi-
dent’s $200,000 salary and $100,000 in estimated
tax payments. )

The president wrote a check for $124,582
Thursday night to cover the balance owed.

The Reagans will not be penalized for the with-
holding shortage, however. IRS rules require only

that an amount equal to the previous year’s tax

bill be withheld. .

In 1981 the Reagans’ tax payment totaled
$165,291. The $168,034 set aside for this tax year
exceeds that amount by $2,743. That keeps the
Reagans free from any penalty payment.

—dJuan Williams

TAKET —
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How

By ROBE R?D. HERSHEY Ir.
Special to The New York Times

waSHINGTOR, Aprir19="Ronald
W. & Nancy D. Reagan, occupations
President and First Lady, saved
about $44,000 in Federal income taxes
because of legislation adopted in Mr.
Reagan’s term, an analysis of the
Reagans’ 1982 tax return shows.

In addition, the Reagans, whose net
worth is estimated at $4 million to §5
million, have benefited by a further
tax saving of about $4,000 that resulted
from an adjustment in the law since
he took office but for which he was not
directly responsible.

The Reagans’ tax return, signed
Thursday and distributed today by the
White House, provides new informa-
tion about their finances and gener-
ally reflects a continued conservative
approach to tax matters.

1t also shows that, despite a promise
last year to be more generous with
charitable donations, these rose only a
tew thousand dollars, to $15,563, out of
a total income of $741,253. The Presi-
dent’s salary is $200,000 a year.

But the return is interesting in illus-
trating how the Reagans’ tax situation
has been helped by the tax policies
Mr. Reagan has prescribed.

Two Propositions Supported

It tends to confirm these two impor-
tant, but seemingly contradictory,
propositions:

gThe well-to-do have indeed gained
far more than the average citizen
from the fairly ambitious reductions
that have been made in tax rates since
Mr. Reagan came to office.

§The well-to<do are likely to pay
more in taxes than they did before.

The calculations of the effect of the
President’s policies on his personal
taxes were made this afternoon by a
partner of one of the nation’s Big
Eight accounting firms with the aid of
a computer. He asked that, for profes-

sional reasons, because of the limited
time available, he not be identified.

A key part of the Reagans’ return
this year is the sale Jan. 29, 1882, of
their home in Pacific Palisades, a Los
Angeles suburb. This property, which
was originally on the market for §1.9
million, brought $1,000,100. The Rea-
gans’ cost, including various improve-
ments, was $184,120.

Eighty percent of the sale price, or
$800,000, was received in 1982 with the
balance deferred to an unspecified
date. The bulk of the proceeds re-
ceived appear to have been trans-
ferred, as the White House indicated
previously, to the blind trust set up for
Mr. Reagan when he took office.

2ae Family

' Thetrust, started with $740,000 from
the sale of stocks and other assets, is
handled by Raymond J. Armstrong,
president of the Starwood Corpora-
tion, a relatively small New York in-
vestment manager.

Mr. Armstrong would not provide

the current size of the trust or how the
Reagan investments fared in the big
| stock and bond market rally that
began last summer. “I'm pleased,”
was Mr. Armstrong’s only comment.

In selling the house, the Reagans
took advantage of the one-time exclu-
sion, now $125,000, available to people
over 55 years old who sell homes that
have been their principal residence.

The Reagan-sponsored Economic
Recovery Tax Act of 1981 raised this
exclusion from $100,000, thereby sav-
ing the Reagans $4,000.

If they had waited much longer to
sell the house, which they bought in
1955, they would have lost the exclu-
sion since they would not have met the
test of living in it for at least three of
the most recent five years. Had they
sold it much sooner, their tax bill
would have been tens of thousands of
dollars higher.

The tax professional also pointed
out that had the sale been followed
within 24 months by occupancy of a
new, owned principal residence, part
or all of the $720,000 gain after ex-
penses could have been deferred.

The return gives no clues on Mr.
Reagan re-election plans.

- But the overwhelming benefit to the
Reagans from the 1981 tax law was the
provision that reduced the highest tax
bracket on all income to 50 percent
from 70 percent. Previously it was

only “earned” inccrne that was lim-
ited to 50 percent.

This cut, the calculations showed,
saved the Reagans about $47,000 on
their 1982 return, including some
benetit for the house sale. An addi-
tional $1,000 or so in savings came
from the cuts they and most other
Americans got from the 10 percent tax
cut last July 1. The third installment
— there-had been a 5 percent cut in Oc-
tober 1981 — is scheduled to take ef-
fect this July.

Although the Reagans have so far
gained about $48,000 in tax benefits
from policies he initiated, it is also
true that their taxes have risen sharp-
ly. The Reagans’ total liability of
$292,616 this year was up from $165,641
last year and $67,465 in 1980.

1t is uncertain that the tax cuts were
a factor in the decision to sell the Pa-
cific Palisades home but the large in-

Gained From New

-crease 1n their tax bill is what many
predicted would happen to the
wealthy. The Reagans can be ex-
' ted to retire eventually to their 688-
acre ranch near Santa Barbara
Supply-side economics, with its
lower tax rates, is based on increasing
the incentive to earn more money.
This results in highgr reported in-
comes and higher actual taxes.
The Reagans’ return showed, not
surprisingly, that neither he nor his
wife invested in an individual retire-

ment account. A ta{payer may be no

more than 703, years old by the end of

the year in which he buys an I.R.A.;
' Mr. Reagan recently turned 72.

The return also showed that the con-
tributions to charity broke down as
follovgs: $9,963 in unspecified cash
contributions; a cash gift of $5,000 t¢
Eureka College in Illinois, his alma
mater; and the donation by Mrs. Rea-
gan to The Colleagues, a Los Angeles
organization, of an ornamentai
wrought iron table and four chairs “ir:
perfect condition’’ valued at $600.

Fees for legal work and tax prepa-
ration, pe;formed by the Los Angeles
firm of Gibson, Dunn & Crutcher to-
taled $36,172 for 1981, producing ar de
duction of that amount for 1982.

Although the size of the blind trust is
not kno_wn, the Reagans’ returr
showed it generated $158,000 in ir
come last year, up from $76,500 in
1981. The management fee was $7,200.

Once again, the Reagans did not
choose to have $2 of their taxes ear-
marked for public campaign financ-

The Reagans underestimated their
ultimate liability by $16,515, but a
&f:sne House1 spokesman said there

as no penalty, apparently because
this was within the permissible range.
The final payment, the “amount you
owe,’’ was $124,582.

. {
Part of the 1882 income tax return submitted by Ronald W. & Nancy D. Reagan, U.S. President and First Lady.
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Ta;g gl%zalnges Helped Reagans

By Juan Williams

-~ W;»snnnnun Pui‘( i‘lzur.wmcr

Taxpayer Ronald Reagan saved
$91,619 on his 1982 taxes—about
one-third of what he otherwise
would have owed—as a result of leg-
islation signed in the last two years
by President Ronald Reagan.

But he owed his good fortune in
part to Congress as well as to his
own- proposals. Congress sweetened
his recommendations in a way that

gave him a bigger tax cut for 1982°

than he would have given himselt.

The president and Mrs. Reagan,
who filed their tax return April 14,
would have paid $384,235 in taxes
without the benefit of the new leg-
islation. But with the amendments
to the code, principally the cut in
the maximum tax on unearned in-
come trom 70 to 50 percent, they
paid $292,616.

The savings were confirmed in an
analysis of the Reagans’ tax returns
by Ross L. Collins IL, a certitied pub-
lic accountant in MclLean, at the
request of 'The Washington Post.

The tax on the Reagans’ 1982 in-
come of $741,253 was calculated by

Ross on both a 1980 tax form—the

last in use before his proposals took
effect—and a 1982 tax form, keeping
the amounts and types of income the
same. The bottom-line difference

was that changes in the law saved
the Reagans $91,619—more than 10
percent of their adjusted gross in-
come and nearly a third of the total
taxes they otherwise would have
owed.

Reagan has been criticized for
pushing tax cuts mainly for the rich
while cutting social programs meant
to protect the poor. His own return
is an illustration of what his policies
meant to one rich family. The Rea-
gans still paid almost 40 percent of
their income in taxes, however.

Not all of the Reagans’ tax sav-
ings can be directly linked to the
president’s original “supply-side”
plan to reinvigorate the economy by
cutting taxes and putting more
money into the hands of investors
and buyers.

Reagan had planned to reduce the
maximum tax on unearned or invest-
ment income—dividends, interest,
capital gains from the sale of real
estate or other assets—trom 70 to 50
percent gradually over three years.
But Congress offered, .and Reagan
accepted, an immediate cut in this
tax rate to SO percent in 1981
% The Reagans’ largest single source
of income last year was unearned
income from the sale of their home
in the Pacific Palisades section of
Los Angeles for $1,000,100. The first

tamily reported a capital gain of
$256,978 on the sale, and that gain
was taxed at the lower rate.

They saved another $5,000 as a
result of the increase—trom
$100,000 to $125,000—in the max-
imum tax-tree gain allowed on the
sale of a principal residence by per-
sons over age 59.

Collins, the accountant, points out
that Reagan could have saved him-
selt even more money had he pur-
chased an All-Savers Certificate; the
1981 bill authorized such certificates,
on which limited amounts of interest
are tax free.

And there is another point to be
made; It history is any guide, Con-
gress would have cut taxes sometime
over the last two years with or with-
out Reagan. It might not have cut

. them as much or the same way as it

did. But to oftset intlation’s eftect in
litting people into higher tax brack-
ets it has voted tax cuts every few
vears in the past, and there is no
reason to think it would have
stopped now.

v.s. Indlvudual income Tax Return ﬂ&)82 L,,
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Reagans’ 1982 tax bite was less thanks to tax code changes pushed by the president.







tage of a one-time tax exemption
that permits owners over age 55 to
subtract up to $125,000 from the
selling price. Even with that exemp-
tion, they paid taxes on a capital
gain of about $250,000 on the trans-
action.
Among their itemized deductions,
the Reagans claimed $49,187 in state
-and local income taxes, $36,172 .in
legal fees, $150 for medical and den-
tal insurance premiums and $78 in
union and professional dues.
President Reagan, who has pro-
moted voluntary charity as a substi-
tute for many government welfare
programs, gave about $15,563, or 2
“percent of his income, to charity.
Last year the president said that
throughout his life he has followed
the tradition of “tithing,” or giving a
tenth of his income to charity, and
~ had made some charitable contribu-
tions that were not tax deductible.
He promised then to make some
public contributions this year, but
among the contributions he claimed
only two were itemized: $5,000 to
Eureka College, Reagan’s aima
mater in [llinois, and a wrought iron
table and four chairs, valued at $600,
that were given to The Colleagues, a
Los Angeles charity.

{
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At a news conference last January
Reagan said his “conscience is clear”
on the amount he gives to charity,
but added, “Some have noticed that
there seems to be a small percentage
of deductions for worthwhile causes
and that is true. And I'm afraid it
will be true this year because I
haven’t changed my habits.”

This year’s tax returns showed
that the Reagans paid $3,887 in in-
terest to three insurance companies,
indicating that the president at one
time had borrowed against his life
insurance polices,

In addition to his blind trust in-
terests, Reagan earned income from
certificates of deposit or mutual
funds with Penn Mutual Life Insur-
ance and Massachusetts Mutual Lite
Insurance and he has U.S. treasury
bills worth $11,426.

Although they are interested par-.
ticipants in the political process, the'
Reagans checked “No” in the hox’
that asks if the taxpayers want $1-

each to go to the presidential elec-
tion campaign fund.

The -Reagans were audited in
1980, and in 1981 they paid more
than $20,000 in back taxes and in-
terest to the federal government and
California after the IRS disallowed
claims on earlier returns for business
losses on their Santa Barbara ranch.

o 1o B3
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Return Shows Extra Tax Payments by the Reagans

By JEFF GERTH
Special to The New York Times

- WASHINGTON, May 14 — President
Reagan and his wife, Nancy, paid an un-
specified amount of additional Federal
and California taxes plus interest last
year for the years 1978 and 1979, accord-
ing to a copy of the tax return released
by the White House.

The return shows that President Rea-
gan deducted-$2,734 in interest expense
for the back taxes, but White House offi-
cials say they have no knowledge of the
additional taxes.

Last year the Reagans also accepted

I'more than $30,000 in gifts from dozens
; mo . M

~of 1978, Federal officials, including the

of friends, including the singer Frank
Sinatra, the designer Bill Blass, and the
producer Ray Stark, according to a
financial disclosure statement filed
today with the Office of Government
Ethics.

Under the Ethics in Government Act

President, are required to report all
gifts over $100. The President is not pro-
hibited from accepting gifts, except in
the case of donations from foreign offi-
cials, according to ethics officials.
Today’s disclosure offers little other
new information about the President’s
finances. Many of the President’s as-

sets are in a blind trust that incurred a

net capital loss of $118 for last year.
Earlier this year, the Reagans sold
their Pacific Palisades house for about
$1 million, but that transaction will not
be reported until next year. Mr. Rea-
gan’s other assets outside his trust in-
clude his ranch in Santa Barbara and
mortgages he holds on California prop-
erty he sold in 1976.

Last year, in addition to his Presiden-
tial salary of $193,776, Mr. Reagan’s
main source of income was more than
$150,000 in interest income from Gov-
ermnment and bank obligations, accord-
ing to the tax returns, which were re-
leased last month.

Fred F. Fielding, counsel to the

President, said he had no knowledge of
the additional taxes paid last year by
Mr. Reagan and referred a reporter to
the President’s private attorney in Los
Angeles, Roy Miller. Mr. Miller did
notreturn a reporter’s telephone call.

It is not clear whether the additional
taxes paid by the Reagans were the re-
sult of an audit by the Internal Revenue
Service or were uncovered by Mr. Mill-
er. While in office the President’s re-
turns are audited automatically by the
Internal Revenue Service, but it is not
known when the questioned returns,
which cover the years 1978 and 1979,
were examined,

Until February of this year, the [.R.S.
charged taxpayers 12 percent interest
for additional taxes, a deductible ex-
pense provided there are no charges of
fraud, according to agency officials.

Last year the Administration’s Eco-
nomic Recovery Tax Act raised the in-
terest rate to 20 percent, effective this
year, because of criticism that people
paying back taxes were, in effect, re-
ceiving low interest loans from the Gov-
ernment, the officials add.

For a high income taxpayer like
President Reagan, the savings can be
substantial. For example, by paying
$25,000 in taxes three years later, a tax-
payer i a 50 percent tax bracket can
save thousands of dollars by investing
the money rather than paying the L.R.S.

The gifts accepted last year by the
Reagans take up six pages of the finan-
cial disclosure report. They include a
porcelain sculpture of an American
eagle valued at $2,500 and donated by
Henry Salvatori, a Los Angeles cilman;
two silver picture frames with inscrip-

tions from Mr. Sinatra valued at $400,
and a $125 music box from Robert Gray
of Washington. . ‘
President Carter and his wife. Rosa-
lyn, also received gifts while in the
White House but it is not clear how
many gifts they kept. According to J.
Jackson Walter, head of the Govern-
ment ethics office, the Carters’ disclo-
sure forms lumped all the gifts togeth-
er, and did not specify which gifts were
kept and which were left with such
depositories as the National Archives.



Reagans’ 82 Income
Rose 75% From 81,
Tax R eturn Shows

, L

Gains From Trust, Home Sale
Made Earnings $741,253;
4 Tax Bill Totaled $292,616 ¢

*

By RICH JAROSLOVSKY
Staff Reporter of THE WALL STREET JOURNAL

WASHINGTON-Last year wasn't so hot
for the U.S. economy as a whole, but Presi-
dent and Mrs. Reagan made out quite
nicely, thank you.

While the nation struggled through its
deepest recession since the Great Depres-
sion, the Reagans' 1982 income increased
more than 75% from 1981, according to their
joint tax return made public by the White
House. They reported 1982 income of $741,253
and had a tax bill of $292,616. _ R

In 1981, the president had income of $418,-
826 and owed tax of $165,291.

The big jump didn't come in the chief ex-
ecutive’s salary, which is fixed by law at
$200,000 a year. But the blind trust into
which Mr. Reagan placed his personal hold-
ings had a banner year—income of more
than $236,000, the White House said—and the
president also realized a sizable capital gain
from the sale of his former home in Pacific
Palisades, Calif.

With so much income in 1982, Mr. Rea-
gan substantially under-withheld on his tax
obligations and last week had to write the
Internal Revenue Service a check for $124,-
582. The president wasn’t subject to an un-
derpayment penalty, because the amount he
withheld and pald during the course of the
year slightly exceeded his total 1981 tax lia-
bility. The check he had to write with this
year's return, however, contrasted with his
filing a year ago; then, he was entitled to a
$14 refund. :

The president reported that, in 1982, he
donated $15,563 to charity. Of that total, $5,-
000 in cash went to Eureka College, his alma
mater in Illinois, and $9,963 in cash went to

THE WALL STREET JOURNAF
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other causes that he didn’t enumerate. The
only non-cash contribution was a $600 table-
and-chair set that Nancy Reagan gave a
charitable organization in Los &ngeles.

The cash contributions nearly tripled the
amount Mr. Reagan reported a year ago.
Though the president has claimed he be-
lieves in tithing—the giving of a tenth of in-
come to charity—the comparatively small
amount he gave in 1981 drew press and pub-
lic criticism. Larry Speakes, the presiden-
tial spokesman, bas asserted that Mr. Rea-
gan does some of his giving in ways that
aren't tax deductible. .

Also in 1981, the Reagans deducted
nearly $6,000 for non-cash contributions,
much of it coming from the donation of
some of Mrs. Reagan’s designer gowns to
various museums. That too proved politi-
cally embarrassing and wasn't repeated in
1982, '

Easily the largest single item on the Rea-
gans’ 1982 return was the sale of their Pa-
cific Palisades home for $1 million. The
Reagans purchased the hilltop house for
$184,120 in 1955.

The president and Mrs. Reagan realized

capital gains during the year of $481,018,
nearly all from the house. Because of the
tax breaks accorded long-term capital
gains, $256,978 of this was listed as taxable
income. Interest income totaled $247,061,
much of it from the blind trust. The presi-
dent also received $24,769 in pension and re-
lated payments, primarily resulting from
the two terms he served as governor of Cali-
fornia.

(The president, who recently turned 72
years old, hasn't filed for Social Security
benefits. A White House spokesman said Mr.
Reagan Is investigating the possibility of
having his benefits turned over to a Trea-
sury Department fund aimed at reducing
the national debt.} :

Finally, as they have done in the past,
the Reagans refused to allow $2 of their tax
payments to be used to help finance presi-
dential election campaigns. An aide said
they philosophically oppose public financing
of campalgns, even though Mr. Reagan re-
ceived public money for his 1980 cam-
paign.

As in the past, the president’s return was
prepared by Gibson, Dunn & Crutcher, the
Los Angeles law firm that has long handled
his financial affairs.







MEMORANDUM

THE WHITE HOUSE

WASHINGTON

June 17, 1983

MEMORANDUM FOR FRED F. FIELDING
FROM: JOHN G. ROBERTS DAL

SUBJECT: Questions Concerning Reagan Tax Return

We have received inquiries from three citizens (two through
Congressmen) asking why the Reagans were not required to pay
a penalty for having only $168,034 withheld or paid as
estimated tax on a total tax liability for 1982 of $292,616.
The source of the citizens' concern is 26 U.S.C. § 6654,
which imposes a penalty on taxpayers who have not paid at
least 80 percent of their tax liability through withholding
or estimated tax payments. The penalty is essentially
interest on the amount by which 80 percent of the tax
liability exceeds the amount withheld or paid as estimated
tax. 26 U.S.C. § 6654(b). Since 80 percent of the Reagans'
1982 tax liability ($234,093) exceeds $168,034 by $66,059,
it would appear that a sizable penalty should have been
imposed.

The penalty imposed by § 6654 is not applicable, however, if
the amount withheld or paid as estimated tax exceeds the
previous year's tax liability. 26 U.S.C. § 6654(d) (1). The
Reagans' 1981 tax bill was $165,291. The amount withheld or
paid as estimated tax for 1982 exceeded this amount by
$2,743, so the Reagans easily fell within the § 6654 (d) (1)
exception. I have drafted appropriate responses to two of
the concerned citizens for your signature. We do not know
the identity or address of the third, so the draft response
is to Congressman Hall, who transmitted the inquiry to us.

Attachments




THE WHITE HOUSE

WASHINGTON

June 17, 1983

Dear Mrs. Sauer:

Thank you for your recent letter to the President concerning
his income taxes. In your letter you questioned why the
President was not subject to a penalty for failing to
pre-pay a sufficient portion of his tax liability for 1982.

The Internal Revenue Code specifies that the penalty to
which you referred is not applicable if the amount which was
pre-paid exceeds the tax liability for the previous year.

In this case, the amount pre-paid by the Reagans for 1982
exceeded their tax liability for 198l1. Accordingly, they
were not subject to any penalty.

In your letter you also suggested that the due dates for
estimated tax payments for the second and third quarters
should be changed, from June 15 to July 15 and from
September 15 to October 15, respectively. We appreciate
having the benefit of your views on this question, and you
may be assured that they will receive every appropriate
consideration.

Thank you for writing.
Sincerely,
Ovier o _—

Fred F. Fielding
Counsel to the President

Mrs. Gayl Sauer
11215 Bentley
Houston, Texas 77093

FFF:JGR:aw 6/17/83

/

cc: FFFielding/JGRJberts/Subj./Chron




THE WHITE HOUSE

WASHINGTON

June 17, 1983

Dear Mr. Walraven:

Congressman Pease has referred your letter concerning the
Reagans' taxes to the White House for appropriate response.
In that letter you questioned why the Reagans were not
subject to a penalty for having an insufficient amount
withheld or paid as estimated taxes.

The Internal Revenue Code specifies that the penalty to
which you referred is not applicable if the amount which was
pre-paid exceeds the tax liability for the previous year.

In this case, the amount pre-paid by the Reagans for 1982
exceeded their tax liability for 1981. Accordingly, they
were not subject to any penalty.

I hope this information responds to your concerns.
Sincerely,
Cra7. <007

Fred F. Fielding
Counsel to the President

Mr. Ernest L. Walraven
36620 Center Ridge Road
North Ridgeville, Ohio 44039

FFF:JGR:aw 6/17/83 ,
J

cc: FFFielding/JGRoberts/Subj./Chron



THE WHITE HOUSE

WASHINGTON

June 17, 1983

Dear Congressman Pease:

You asked the White House to respond to questions raised by
one of your constituents, Ernest Walraven, concerning the
Reagans' tax return. Attached please find a copy of a
letter we have sent to Mr. Walraven, responding to his
concerns.

Please do not hesitate to contact us if we may be of any
further assistance.

Sincerely,

Oris. = 7 " i ¢
Fred F. Fielding
Counsel to the President

The Honorable Don J. Pease
House of Representatives
Washington, D.C. 20515

Attachment

FFF:JGR:aw 6/17/83
J

cc: FFFielding/JGRoberts/Subj./Chron




THE WHITE HOUSE

WASHINGTON

June 17, 1983

Dear Congressman Hall:

On May 9, 1983, you forwarded to the White House a letter
from a constituent concerning the Reagans' tax return. The
constituent, who cannot be identified from the copy of the
letter forwarded to us, questioned why the Reagans were not
subject to a penalty for failure to have 80 percent of their
tax liability paid by January 15, 1983.

The Internal Revenue Code specifies that the penalty to
which your constituent referred is not applicable if the
amount which was pre-paid exceeds the tax liability for the
previous year. In this case, the amount pre-paid by the
Reagans for 1982 exceeded their tax liability for 1981.
Accordingly, they were not subject to any penalty.

You may assure your constituent that the President is not
"exempt from the same rules the rest of us taxpayers must
follow." Please do not hesitate to contact us if we may be
of any further assistance.

Sincerely,

Cot - - . I
o, X ML

Fred F. Fielding
Counsel to the President

The Honorable Tony P. Hall
House of Representatives
Washington, D.C. 20515
FFF:JGR:aw 6/17/83

v
cc: FFFielding/JGRoberts/Subj./Chron
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June 6, 1983

Dear Tony:

Thank you for your May 9 letter enclosing
correspondence from your constituent.

v

In an effcrt to be of assistance, please
know that I have forwarded the letter to
the appropriate White House officials. We
appreciate vour interest in contacting us
in this matter.

With best wishes,

Sincerely,

Kenneth M. Duberstein
Assistant to the President

The Honorable Tony P. Hall
House of Representatives
‘Washington, D.C. 20515
KMD : CMP : KRJ : Jam- ol pS
, Fred Field;n , ,
cc: w/copy of inc, hauiiﬁiggaeg -- for appropriate action

WH RECORDS MANAGEMENT WILL RETAIN ORIGINAL INCOMING
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' 'TONY' P: HALL / z ?0 /5 1728 LONGWORTH Housz OssicE Bui ting
WaswingTON, DC. 20618

THIRQ DISTRICT, OHIO (202) 255-846%

COMMITTEE:
DISTHICT QMK
501 FipenaL BuiLping

. HOUSE COMMITTEE ON RULES .
Sl Congress of the Wnited States e e
(513) 226-2843

~

House of Representatives
Washington, B.E. 20515
May 9, 1983

Congressional Liaison Office

The White House
1600 Pennsylvania Avenue, N.W.

Washington, D.C. 20500

Gentlemen:

I am enclosing a letter from one of my constituents who'
raises a question about the President's method of paying taxes.

e

Inasmuch as I do not feel qualified to comment upon the
President's taxes, I am referring it to you for comment.

Thank you for your assistance in this matter.
incerely,

NN

Tony P. Hall
Memberof Congress

TPH: gml
Enclosure . .
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June 6, 1983

Dear Mr. Pease:

Thank you for your May 9 letter enclosing
correspondence from your constituent.

In an effort to be of assistance, please
know that I have forwarded the letter to
the appropriate White House officials. We
appreciate your interest in contacting us
in this matter.

With best wishes,

Sincerely,

Kenneth M. Duberstein
Asgistant to the President

The Honorable Don J. Pease
House of Representatives
Washington, D.C. 20515
KMD :CMP:dps

cc: w/copy of inc, Fred Fielding -- for
appropriate action ‘

WH RECORDS MANAGEMENT WILL RETAIN ORIGINAL INCOMING




. i9QN J. PEASE
137n DisTRICT, OHIO

1127 LONGWORTH BUILDING
WasHINGTON, D.C. 20515
(202) 22%-3401

COMMITTEE ON
WAYS AND MEANS

SUBCOMMITTEE ON TRADE
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Congress of the Anited States

PHouse of Repregentatibes
Washington, B.EC. 20515

May 9, 1983

ADMINISTRATIVE ASSISTANT:
BILL GOOLD

DISTRICT OFFICE:
MRS, NANCY YOOD
1936 CooFeR-FOSTER P~RK RoAD, LORAIN
(216) 252-5003

PANT-TIME OFFICES:
MRS. MARY ANN SLOAN
157 CoLUMBUS AVENUE, SANDUSKY
(419) 625-7193

MRS. BARBARA FLOWERS
COUNTY ADMINISTRATION BUILDING, MEDINA
(216) 725-6120

MunIcIPAL BUILDING, BARBERTON
(216) 848-1001

Mr. Kenneth M. Duberstein
Congressional Liaison

The White House
Washington, D.C. 20500

Dear Mr. Duberstein:

This is.in regard to the enclosed copy of a letter I recently received
from a constituent of mine concerning President and Mrs. Reagan's tax
return, ST =

Sjnce I am not familiar with the particulars of their return, I would
appreciate your answering Mr. Walraven's questions about it.

'Thank you for your assistance in this matter. I look forward to
hearing from you soon.

Sincerely yours,

DON J. PEASE
Member of Congress

Enclosure
DJP/sg




36620 Center Ridge Road
Noxrth Ridgeville, Ohio LLO39
April 16, 1983

Honorable Donald J, Pease

House of Representatives APR 13 }983

Washington, D. Ce 20515
Dear Mr. Peases

How can President and Mrs. Reagan owe $292,616 in taxes
and write a check for $124,582 to cover the balance due for 1962.
Estimated quarterly taxes on $292,616 would be $73,15L making
the excess $51,428 far more than the $200 allowed by IRS and
the $12),5682 more than 204 allowed by IRS without having a
penalty assessed,

In 1981 I owed a total tax of $3903 of which $208Lk.27
was withheld by my employer and the balance of $1818.,73 I paid
with my returne In June of 1982 I got a bill from IRS for $95.70,
a penalty for owing more than $200 at the end of the year.

My plight came about because of my illness whereby I was
unable to work and was paid disability by my insurance company
and the insurance company did not withhold. I was on a week to
week basis with the doctors whereby they would make no commitment
as to when of 4f I could return to work. I did not ask for with-
holding because I fully expected to return to work. As fate had
it I was never able to return to work and because of my illness
had to retire.

On June 28, 1982 I sent the $95.70 penalty along with a
letter to the Chief, Taxpayer Assistance Section explaining what
had happened to me and asked for the elimination of the penalty
that IRS had assessed against me. To date I have never received .
an ansvwer from IRS although the check was cashed so I know they
received the letter.

If the information regarding the President's return as
released to the news media is correct I feel that I and many
like me are unjustly footing the tax burden.

I would appreciate hearing from you, Mr. Pease,.

Sincerely,

Ernest L., Walraven




THE WHITE HOUSE

WASHINGTON

July 25, 1983

MEMORANDUM FOR FRED F. FIELDING
FROM: JOHN G. ROBERTS

SUBJECT: Suggestion Concerning the President's
Personal Tax Liability

Robert Lindboe of the Lincoln National Life Insurance
Company wrote the President on April 18 to alert him to a
means of reducing his personal tax liability while promoting
voluntarism. Lindboe's plan basically involves the
well-known tax benefits flowing from the donation to charity
of appreciated property. Lindboe requested a meeting with
the President to discuss his plans.

On June 20, Fred Ryan sent Lindboe a form letter thanking
him for his interest but noting that a meeting could not be
arranged. On June 23, Lindboe replied that a meeting was
not necessary, but he wanted someone to respond to the
substance of his April 18 letter, after having discussed his
proposals with the President. Ryan sent a sur~-rebuttal on
June 29, advising Lindboe that the matter was being brought
to the attention of the appropriate office and that he could
expect a reply as soon as possible. Ryan then referred the
matter to us.

Lindboe's proposal concerns the President's private tax
planning and accordingly we are in no position to fashion a
substantive reply. I have drafted a letter to Lindboe
noting that the President's personal matters are handled by
his private attorney. Since Lindboe also raises voluntarism
concerns, the draft letter alerts him to the existence of
the Private Sector Initiatives Office.

Attachment



THE WHITE HOUSE

WASHINGTON

July 25, 1983

Dear Mr. Lindboe:

Your previous correspondence concerning the President's
taxes and voluntarism has been routed to this office for
appropriate handling. In your correspondence you discussed
a proposal to reduce the President's personal tax liability
and promote voluntarism through the donation to charity of
tangible assets.

The President's personal legal matters, including the
preparation of his income tax forms, are not handled by the
White House but by the President's personal attorney, Roy D.
Miller of the Los Angeles law firm Gibson, Dunn & Crutcher.
Accordingly, any inquiries or suggestions concerning the
preparation of the President's taxes should be directed to
Mr. Miller.

Since your correspondence also concerned voluntarism, T
should alert you to the existence of the Office of Private
Sector Initiatives here at the White House, headed by
Special Assistant to the President James Coyne. More
general inquiries or proposals to increase charitable giving
should be directed to that office.

I am sorry that it has taken some time for you to be
directed to the appropriate individuals who can respond to
the substance of your correspondence. Thank you for your
patience.

Sincerely,

[

[Hr—

Fred F, Fielding
Counsel to the President

Mr. Robert Lindboe
Lincoln/Northwest, Inc.
Suite 202

180 Nickerson

Seattle, Washington 98109

FFF:JGR:aw 7/25/83
cc: FFFielding/JGRoberts/Subj./Chron

cc: Roy D. Miller, Esquire
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June 29, 1983

Dear Mr. Lindboe:

This 1s with reference to your letter of April 13 to the
President and your subseguent malilgrams and letter
regarding this comrmunication.

All of this 1s belnyg brougitt to the attention of the appro-
priate office nere in the White House for review and 1 anm
sure you can expect to hear further about your letter just
as soon as it is possible,

tiitn best wishes,

Sincerely,

FREDERICK J. KYAN, JR.
Diractor, Presidential
Appointments and Scheduling

4r., Robert Lindboe
Lincouln/dorthwest, Inc,
Suite 202

140 Yickerson

Seattle, WA 98109

FJR/ las --

cc: w/inc mailgram of 6/21 and 5/4 to Mr. Orfield, ltr of 6/23
to Fred Ryan and ccples,oinred=Ryag\reply and Mr. Lindboe's
letter of April 18 to Fred Fielding ™
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The Lincoln Nationai Lite Insurance Company

Fort Wayne, Indiana ROBERT LINDBOE, CLU

R::.CE!VED

June 23, 1983

JUI‘ f 1983

bCh DULING |

‘?;Mr Freder1ck J. Ryan, Jr
Director, Pre$1dent1a1 Appo1ntments
.THE WHITE HOUSE - L

-ijash1ngton D C. 20500

'f to my ]etter of Apr]] 18 1985 to The Pre51dent

) My 1ette focused on matters perta1n1ng to The Pres1dent s
- personal financial affairs and a means whereby he could reduce f7f*l_
~ his income tax burden and, at the same time; give personal ‘and -
“active support to his most worthy voluntarism concept. My goal ~ R
was not so mugh to arrange a meeting with The President as it . _. s
- was to make him aware of an opportun1ty ava11ab1e to h1m."ﬂg5“’? Ve e

‘As I stated in my 1etter, I wou]d be happy to meet w1th
The President should he desire further discussion or des1re
to implement the capital gains property transfer program I :
~also mentioneg in my letter. However, a meeting is neither
. mandatory nor even desirable should The President determine.. -

. that my recommendations are without merit. Thus, what I do .. - -_ ST e
" ask is that you or someone please respond to the substance: = i e -
of my April 18, 1983 Tetter, hopefully having discussed the~ - - =~ =
contents with The President beforehand since the topic deals .,

‘ w1th his own- Rersona] f1nanc1a1 s1tuat1on fﬁy}ﬁ L TR L

3 " Thank you for your kznd attentzon in th1s matter;& 
‘ﬂa;forward to yo r rep]y I rema1n, = RS B

Robert Lindboe, CLU
RLL/me .

LINCOLN/NORTHWEST, INC.
180 NICKERSON / SUITE 202
SEATTLE / WASHINGTON / 98109
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Taxes

All the President’s Money

Yes, Ronald Reagan is better off than four years ago—by $750;6OO to l-
$1 million. But our advisers ask: "Where's Nancy's IRA?”

by Greg Anrig Jr.

In the coming weeks. as

_ Ronald Reagan stumps for

-7 his Administration’s plan

N 1o resamp the 1ax code. ex-
pect to hear him speak with emotion
about the unfairness of the current sys-
tem. Although he is far wealthier than
most taxpavers. the President. no less
than citizens of more modest means. has
felt the uneven hand of the 1ax code. Last
vear Ronald W. and Nancy D. Reagan
turned over slightly more than 33% of
their $440.657 adjusted gross income 10
the Iniernal Revenue Service In con-
trast. by some estimates. a« many as 226
of all taxpavers with incomes of more
than $100.000 paid the government less
than 25¢ of their earmings A nolorious
mnority  of them—probably  abouw
2.000—paid notax at all. That surely galls
Ronald Reagan. both as taxpaver and
President. and he 1s expected 10 dedicate
much of his summer 10 revamping a tax
code that many Americans see as being

The First Family's finances

The Reagans’income and 1axes jumped iwice in the pasi five years: when they moved 1o the

riddled with loopholes big enough to
drive a stretch limo through.

In preparing this article, Money spoke
to dozens of accountants, tax atlorneys,
government experts and longtime Reagan
associates. From those interviews. and
from examinations of the President’s fi-
nancial disclosure statements and 1ax re-
turns since 1980. we were able to piece
together a clear picture of how the First
Family's finances work—or. sometimes,
don't. The advisers we consulied looked
at ways for the President 10 get more out
of his investments. suggested methods for
achieving his probable retirement objec-
tives and even offered him esiate plan-
ning advice. Politically. however. and
also from a personail financiat standpoint,
the most pressing item on the President’s
agende ic tax overhaul. If a reform pack-
age passes. Reaganis hkely 10 benefitin a
big way—politically and personally.

In no sense. of course. is the Presi-
dent’s enthusiasm for tax reform moti-
vated by a desire 1o cut his own 1ax bill.
He has never taken financial advantage of
political office Moreover, as his tax re-

turns show. he has generally shunned all
but the most basic tax deductions. such
as those for charitable contributions.
Nonetheless. if a tax law is enacted that
includes. among other changes, an $1.800
personal exemption. a top rate of 355 for
individuals. an elimination of the write-
off for state and local income taxes and a
requirement that charitable deductions
be limited to amounts in excess of 15 of
adjusted gross income. the Reagans
would find that:
» Assuming their finances remained
roughly the same as in 1984. their total
deductions and exemptions would de-
crease 409, from $107.805 10 $65.181.
» They would lose $30.200 in deductions
they took for state and local income taxes.
» They would have to forgo $4.355 of the
$20.616 in write-ofls they 100k for charni-
table contributions in 1984.
» Yet their 1o1al income 1ax bill would
fall $28.328.from $147.82610$119.498."
Quite apart from what happens this
year with tax reform, however, President
Reagan—a 74-year-old contemplating
retirement-—faces some major money-
management decisions. Not that
he’ll be in a siate of high anxiety
when he makes them: Money es-

White House in 1981 and when they sold their home in Pacific Palisades, Calif. in 1982. Under timates that he and Nancy have a

the reform assumptions described in this article. their 1axes would drop by more than $25,000.

net worth of $4.4 million—a fig-

. ; ure that has increased by aboui
Adjusted Total tax Income 9 of income $750.000 10 $1 million s?n‘e he
gross deductions and taxes paid Estimated be ) Presid in 1981 ;, if
Year income exemptions paid as tax net worth came . resigent "_' a et
- Reagan is Reagan in retirement
1980 §22°.968 $84.164 $69.563 30.5 $3.25 miltion 10 t00. he'll do as he has done for
§35 m.'“'on nearly 20 years in matiers finan-
1981 412.730 129.063 1e5.291 400 $33millionto | ¢jal: he'll delegate the details 10
i NN .
3373 mithon_ | ihers. Until he became Presi-
1982 741.253 302119 292,616 395 $3.75 million 10| dent. Reagan's financial brain
$4 million trust usually included the late
1983 422834 133.561 128.639 304 $4 millionto | Jusiin Dart. the founder of the
$4.25 million | highly profitable $2 billion Dan
1984 440.657 107.805 147,826 335 $4.25 million 10 .
$4.4 milli .
million These calculations were done by Ralph
Flai-tax 440.657 65.181 119.498 27.1 $4.4 million- Steinman. an accountant with Anchin
estimate plus Block & Anchin in New Yori City.
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Industries that merged with
Kraft Inc. in 1980 William A.
Wilson. a land developer and
rancher who now is U.S. Am-
bassador to the Vatican: and
William French Smith. Rea-
gan’s onetime lawyer. whom he
later named U.S. Atlorney
General.

They helped nourish the
wealth earned by a man who. as
he tells it. grew up poor in
Dixon. 1ll.. the son of a shoe
salesman who ofien had trouble
finding steady work. But by the
mid-'40s. Reagan was earning
about $150.000 a vear in Holly-
wood as an acior for Warner
Bros Studios.

In today’s dollars. Reagan’s
top Warner Bros. salary would
be worth nearly $900.000. But
the movies didn't make him
wealthy, largely because his in-
come tax bracket was as high as
929% a1 the ume. Nor did the up
to $150.000 a vear he made in
the late 1950 and early 1960s as
a spobesman for General Elec-
tnc and as the host of TV's
Death Valley Days. What made
him rich was California land.

Reagan grossed upwards of
$£3 million pretax in a series of
real estate deals spanning more
than three decades His first
transaction was his best. In
1951, looking for a place 10 ride
horses and enjoyv the rustic life.
he bought a 290-acre ranch in Malibu
Canyon. Calif.. a sparsely inhabited re-
gion 24 miles from Hollywood. The price:
about $65.000. Fifteen years later. Holly-
wood came to his mountain in the form of
201h Century-Fox Studios. which bought
most of his land for location filming
for $1.931.000—giving Reagan a nearly
2.900% return on his money.

Reagan's other major land deals in-
volved 771 acres of property in Riverside
County that he sold 1o a developer in
1976 for $856.000. a house that he sold in
Pacific Palisades. Calif. three years ago
for $1 million and. perhaps most fam-
ously, his 688-acre spread 20 miles out-
side Santa Barbara.

The ranch is now the Reagans’ mon

A 2 \? S
INRENE PR N

Pari-time rancher Ronald Reagan can rest

easy on his $4 million personal safery ner.

valuable assel. Again seeking solitude, he
bought the property in 1974 for $526.000.
Today it's worth from $1.75 million 10
§2.25 million. And the Reagans own it
outright. They paid off their 8% mongage
last year.

Despite the property’s market value.
last year the Reagans paid real esiate
taxes of only $2.808. Reason: the land is
classified as an agricultural preserve un-
der a California law that was passed in
1965 under Democratic Governor Ed-
mund G. Brown. The law protecis ranch-
ers and farmers from having their land
taxed at full market value. thus reducing
pressure on them to sell out 10 subdivid-
ers. The property. including the com-
puct five-room vacauion house on it.

s

g,

was assessed last year at only
$271.686.

The Reagans’ second most
-valuable asset is a blind trust
managed by Raymond J. Arm-
“strong. president of Geneve As-
sociates. a money-management
firm in Stamford. Conn. Rea-
gan’s California financial advis-
8% ers opened the trust for him,
§~; ' and chose Armstrong to man-
age i1. before the Inauguration
in January 1981. They funded it
with more than $740.000 they
accumulated by sethng most of
the President-elect’s stochks and
liquid investments. Under the
terms of the agreement. Arm-
strong can’t reveal the trust’s
current value. But by maiching
his normal 0.6% annua! man-
agement charge against the
$8.€54 investment fee that the
Reagans deducted on their 1984
tax return. It appears that Jast
vear the trust averaged $1.4 mil-
lion. It's impossible 10 know.
however. whether the trust’s in-
cresse in value 18 due solely to
Armstrong’s investment deci-
sions. The President can trans-
fer any sum into or out of the
trust at will.

Neither Reagan, nor anyone
other than Armstrong. knows
how the President’s cash is in-
vested. But. Armstrong. 59.
who was a Chaucerian scholar
at Brown University in his
youth. spoke 10 Money about his invest-
ment philosophy—thereby sugpesting a
rough nonon of the President’s porifohio.
In a phrase, it’'s eguitv-oriented and
consenative. Armstrong. who manages
about $140 million of mostly pension
fund money. focuses on undervalued
companies that have more than $40 mil-
hon in working capital. long-term debt
below 409 of total capitalization and
returns on eguity exceeding 10%. on
average. over the fzasl five vears. Among
the stocks that he says now meet his
investment criteria—and so might be
part of Reagan's porifolio—are Lition
Indusiries. Gulf Canada L1d. and Shaw-
mut Corp.

When any stock falls 209% below the
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Aside from taxes,
the Reagans’ biggest bill last year
was a deductible $33,290.

price Armstrong paid for it. he sells. Since  than food. Of that. the biggest portion
the Reagans’ tax return showed realized  probably went for clothing. The Presi-
trust losses of $114.002 last year. Arm-  dent generally buys five or six custom-
strong clearly unloaded some losers. made suits a year from Beverly Hills tailor

The Reagans’ 1984 tax return reveals  Frank Mariani for about $1.500 each. (He
that overall the blind trust produceéd 1ax-  last met with Mariani in March and was
able interest of $38.220 and dividends of  fitted for a gray plaid suit and a blue-and-
$86.876 last year—for a total taxable white striped sports jacket. Price tag: face
yield of about 8.7%. However, that 8.7% down.) Nancy is partial to outfits de-
does not reflect interest the President signed by Adolfo, which can range from
may have earned from tax-exempt bonds.  $895 to $1.800 for a day suit and $1.200

10 $2.100 for an evening gown.
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i In addition 10 the $2 mil-  Both the President and First Lady

! _ lion ranch and the $1.4 mil-  carry little cash. usually a few small bills
il —~ " lion trust. the Reagans hold  at most. Almost all of their purchases are

% < X mortgages now worth an  bilied to Gibson Dunn & Crutcher,a157-

estimated $400.000 on the Riverside partner Los Angeles-based law firm that
County property they sold. They receive  has supervised their day-to-day transac-
interest of 8.5%¢ a year on the notes— tions for the past 19 years. Last year the
$39.123 in 1984. In January. they got a  Reagan’s biggest bill aside from taxes was
$200.000 final installment payment on  a deductible $33,290 to the firm for han-
their former Pacific Palisades house. dling their financial affairs.

The President and First Lady keep With 3¥% years 10 go before retirement.
three separate accounts containing about  the Reagans are in sound financial heaith.
$140.000 at the Bank of Americain Bev- Whatever monetary goals they have
erly Hills. Last year's tax return indicates  probably are fairly limited and easily at-
that the money was split between Trea- tainable. For example, the Reagans
sury bills and certificates of deposit that, should have no trouble replacing his
on average. earned about 10%. Add a  $200.000 presidential salary. Book con-
conservative $200.00¢ for personal prop-  tracts alone should keep them more than
erty. and the Reagans’ total net worth comfortable. Then too there are the
comes 10 around $4.4 million. up about  $20.000-plus lecture fees that the Rea-
$1 million since the President iook office.  gans could command. The President will

The main reason for the additional also receive a federal pension equal to a

Pt ey pare gty

w $1 million. aside from the growth in his  cabinet member’s salary—or $86.200.
investments. is that the government pays According 1o financial planners and
. for most of the Reagans  expenses. in ad-  accountants consulted by Money. the
‘ dition to his $200.000 annual salary. For  President and Mrs. Reagan’s immediate
example. the First Family doesn’t have to  financial concerns should be reducing
( pay rent. the Treasury picks up all travel  their taxes in ways that don’t seem to take
! : costs except those run up in political cam-  undue advantage of the tax code, how-
‘ ) . ) ) paigning. and the Reagans don't have 1o ever it may be reformed; keeping their
Some(fn_'\es what's behind the scenes is fork over any cash for official dinners or  funds rather liquid so they can buy, pre-
as exciting os what's on screen. other White House events. The govern- sumably, a $1 million-plus residential.
Actor, director and jock-of-mony- ment also provides the President with a home in Southern California after the
irodes, P°.U‘ Newman gives 200 percent | ¢50 000 expense account. mainly for President leaves office: and taking steps
to the filming of Harry ond Son. And business meals at the White House and  so that their four children. or charities of
he’s os much fun to watch off-comero official gifts. Last vear Reagan spent their choosing. receive as much of their
! 0Os an. L $28.000: the Treasury kept the rest. estate as possible.
v Wherever the action 15, that’s wherg But the government does not pay for Several financial consultants said that
?EO.PLE tokes you. In pictures ?hct bring | the Reagans’ clothing. jewelry. hair styl-  the Reagans’ taxes could be substantially
1 italive. And stories that make it reol. ing. food that isn’t consumed at official  reduced by shifting more money into
! -‘ Pick up o copy where you shop— functions, or other personal expenses. municipal bonds. Says Washington. D.C.
' tedoy. Based on the $973 in sules tax that they  financial planner Robin Oegerle: “Their
i deducted on their 1984 return. the Rea-  blind trust. CDs and Treasury bills com-
i Discover who's behind the scenes, | gansspent at least $15,000 for items other  bined yielded taxable income of $137.000
| in PEOPLE. last year. Munis could have provided
, Reporter associate Jit kachin them with just as much income, but they
K m! ! h co cimniee









