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MEMORANDUM " 

/ 

THE WHITE HOUSE 

MEMORANDUM FOR: 

FROM: 

WASHINGTON 

November 2, 1974 

DONALDS. LOWITz· 

DONY..,~ELD '!_-
Attached is a memo from Jerry Jones concerning the 
allocation of costs for political and official trips. I 
would appreciate it if you would promptly undertake a 
review of this entire subject in close consultation with 
the Counsel's office. 

I would appreciate a report from you and an indication 
of the issues to be decided with drafts of the appropriate 
instructions depending on the options selected as promptly 
as possible. 

Thank you. 

~ cc: Buchen 

, 

Digitized from Box 25 of the Philip Buchen Files at the Gerald R. Ford Presidential Library
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THE WHITE HOUSE 

WASHINGTON 

November 1, 1974 
EYES ONLY- -GONFIDElq"~. 

MEMORANDUM FOR: 

FROM: 

... 

SUBJECT: 

J 

Allocation of Costs for Political 
and Official Trips 

As you are well aware, we have been getting numerous inquiries from the 
press as to the allocation and payment of Presidential travel costs for 
political trips. Our present policy is as follows. 

ALLOCATION OF TRIP EXPENSES 

I. Air Force One Official Trips 

. When the President travels as Commander in Chief on an official trip. all 
who travel with him on his aircraft -- family. staff. or guests - are paid 
for out of appropriated funds. Food and refreshments for his official travel 
are as follows: 

' / 

a. The President pays for himself. his family. and guests. 

b. Staff members are charged individually. 

c. The press pool are also charged individually. 

II. Air Force One Political Trips 

The RNC pays for the President's political trips - charged an hourly rate 
for the type of aircraft utilized as agreed to by the Secretary of Defense. 
The total bill for refreshments and food for all staff members. guests, and 

·the President. of course, are also paid for by the RNC. · 

III. Air Force One - A Combination of Official and Political Visits 

When there is a combination of political and official visits durin&~· a· ~fA~~ 
trip, the RNC pays up to and including the last stop which is cl*·~sified c[!l 

L:c ~~ 
\~~; ~, \z.___p 
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politicaJ, even when an official stop is made in between political stops. The 
rest of the trip then is paid out of appropriated funds as described above. 
(For your information, this policy - while set during the Johnson Admin­
istration- was not changed during the Nixon Administration nor to date during 
the Ford Administration.) 

IV. Air Force Support Missions for All Trips 

All Air Force support missions for all trips both political and official are paid 
for by appropriated funds. Frequently, several aircraft have to accompany 
the President on a trip -- a car plane, a communications equipment plane, 
a back-up plane to carry additional staff members such as a change in Secret 

· Service shift, WHCA personnel, etc. Also, Air Force One frequently flies 
to all stops before a Presidential trip so that the pilot is familiar with the 
landing procedures, etc. This, also, is paid out of appropriated funds even 
when it is for a political trip. The rationale for this allocation, again, was 
developed during the Johnson Administration and goes as follows: 

a. The President does not want or need the extensive back-up and 
practice missions laid on by the Defense Department in support of 
the Commander in Chief during a political trip. 

b. Since this is so, these charges are made because of his position 
as Commander in Chief and should not be charged to the RNC as a 
P?litical'expense, for the President, were he to have his way, would 
riot have this kind of support. 

V. Other Travel Expenses 

a. The Advance Team 

I. For official trips all Advancemen travel charges are paid 
out of appropriated funds. 

2. For political trips Advance Team expenses· are paid by 
the RNC. 

3. Since each Advance Team handles a single city, the allocation 
between political and official is not difficult. When in a sin_gle 
city the President has both official duties and political dvt$es~Nl, 
the entire stop is considered political and expenses are/,Sharged<'~ 

h :~ ~ as sue • :,-:;c. J>. 

'i-,.;> -~ 

• 1,~ ''" 
b. Identifiable support expenses incurred in connection with ~1 

activities are paid -by the RNC, such as telegraph expenses, tele­
phone charges, etc. 
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c. Normal salaries and expenses for personnel accompanying the 
President on all trips both official and political have been paid for 
from appropriated funds. The rationale for this allocation is that 
those people travelling with the President do so in order to support 
him as President just as they are required to support him at the White 
House, and, thus, they. are performing official duties and are not~ 
themselves, engaged in political activities. 

PROBLEMS WITH ALLOCATION 

The rationale behind the above policy may well have stood up during the 
Johnson Administration, but we could now have problems in the new era: 

I 

a. Payment out of appropriated funds for ~upport missions which 
back up political trips. 

b. Payment out of appropriated funds of salaries and expenses of 
personnel accompanying the President during political trips. 

The above two items,. if truly accounted for, would be enormous. If the press, 
who is now beginning to ask about back-up missions, gets the full picture, I. 
ain. sure there will be many embarrassing questions asked, and we should be 
prepared to handle them. Also, since the last memo to the staff concerning 
political expenses was sent in December 1971 {see Tab A), our allocation 
system may well have broken down by people routinely charging political 
items against appropriated funds. Our policy after evaluation and recon­
firmation should be restated to the staff. 

I recommend that you have Counsel's office examine these po~cies in detail 
in light of the new political circumstances, as well as the Campaign Reform 
Act to see if they are still appropriate •. If they are still appropriate, we 
then need to develop appropriate press answers for Ron Nessen for questions. 
he will surely get concerning these allocations. 

Attachment 
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\_ THE WHITE HOUSE 

- : 

~ .. . 

WA S HINGTON . 

December 221 1971 .·. 

lvtEMORANDUM FOR 
.• · .. 

·f" 

.THE W~TE 'HOUS); STAFF . ,: · ... 

--.-·":- ·-· . .... . . -- . . -. . .. . . . 

··. 

. . 

T~~ rno:O:ths ahead ~vill ·see a considerable increase i~ politicat 

.. .·-:. 

· acti~ty, and it will ~us J:?e especially important· for staff members· to keep in mind that e..-.....-penses incurred for_.proj ects essentially . _··, .;,.'; :_ . . pqlitic_al rather. than official in nature aJ;e ·n.ot properly chargeable ::;;·- ..•. t~J~~ f~_d·j~': > 5. < • ' '~ ' • . ' • . < ': ; ·>j: .. · - <,~- -~ - _-- · ·.· T-ypical political eXpenses may include transportation, . telegraph;· -~­~:-:~::~> : · · -· long_;distance telephone. o_r postage c;;osts. < While ~ome of the~e ar~ -. ·._ ._(;_< ·=--- . :rearlily identifiable,- individual members of the President's St:.;~.ff : .. . .:._ .~--~::_;::\_·. · . .. . must take ;responsibility for notifying the telephone ope_rators and . ,: .. ~- - ~:-··· .· Telegraph Office and 1>.1ail Room per;o~el -..vhen placing political · 
,.-.... :: _ ,_ . . . 

- ~ . 
. (_ ~- :-::;;·· :--- call:s o_r dispatching political mail and telegra:ns. \v:-ith your 'co-operaticn, vv·e .¢ll be able to ·insure that the appropriate exp'enses · ... -. a:r:e 1)EJ.ed to ~h~_ t-epub~ican N~tional Co~ttee,," · · · 
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THE WHITE HOUSE \.. 

. . 

~ :- .. 
. -· 

WASHINGTON . 

Decemb~r 226 1971 .·. . ; 

··. 
lv:tEMORAN DUM FOR 

.• _ .. --
. ~ . · . . 

THE WHITE.HOUSE STAFF 
.. 

·. . ·-. 

Th~ ~o:O:ths-~h-ead :'-:~ili ·s~e a consider~ble in~rease i~ political 
· acti~ty, and it will ~us _be es-pecially important· for staff members· 
to keep in mind that e..-...-penses incurred for .. proj ects-·essentially - . · . . _ .. _ .:...':-.·. . . . p~litical rather. than official in nature a::;-e ·llot properly chargeable 

-- _.:_;~~: .. ~; .. ,:_ ~0- :.~~~~ fun_d~-~ ;s~:< _· . > ~: .:. ::~:_ · -~·--> _ : ~ -: _·, _ :; . , -- . _: : ___ .. : _)-. ~ ~--~~ - -_:::~~: -_ · 
.: ~;~~:~-_.. .· · _. · .;.i;i~~-p~liti~~l··~en~e~ -~ay .include tr~~s~ort~U~~6 . tele.gr~p~j'-~ 
~:-:5~~-: .· · ·· long..:di.stance telephone o_r·postage ~osts. ~- While ~ome of the~e ar~ - _ : ~ -.. ::~~-:,~; .·_ · . readi1y identifiable,- individual members of the President's Staff =_. -·~ ;..·f_~·\:_.: ·. · . ... must take !esponsibility for notifying the telephone opeFators and · ,:.:<:·-.· : Telegraph Office and Mail Room per~onJ!.el •vhen placing political ,.-.. :: . --. . . ... . . c ~. ::::.:>·· can.s o_r dispatcl,ring political mail and telegra~s. 1V:ith your ·co- . ~--\: ··. operation, ....,.,.e· _¢ll be able to ·insure that the appropriate exp.enses · __ .: 
·. ~- · : :· ~- ax:e 1'EJ.ed to ~h~_ t_tepub~ican N~ti:n1al Committee: · 
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THE WHITE HOUSE 

WASHINGTON 

November 6, 1974 

MEMORANDUM FO~ : 

FROM: 
{f( 

The attached is a n1.atter which I believe requires 
close coordination between your office and mine. 
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THE WHITE HOUSE 

WASHI NGTON 

November 4, 1974 

MEMORANDUM FOR: 

FROM: JER 

/ 
~~ 

Attached is a letter from the GAO to Rumsfeld concerning the courier to 
forme r President Nixon. I have asked the Aide's office to prepare a letter answering these questions . In turn Don has requested that you be sent this l e tter and that you be the point man in dealing with GAO in this matter. 

Thank you. 

Attachment 
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UNITED STATES GENERAL" ACCOUNTING OFFICE 

WASHINGTON, D.C. 20548 

O .. FICE 0 .. GENE~AL COUNSEL 

B-155950 
B-149372 

The Honorable Donald Rumsfeld 
Assistant to the President 
The White House 

Dear Mr. Rumsfeld: 

October 25, 1974 

ocr 3 1 1974 

We have received inquiries from several Members of Congress con­
cerning reports that U.S. Air Force planes have been used to take 
materials to former President Nixon in California and that Mr. Nixon's 
daughter: Julie Eisenhower, has been permitted to fly to California 
at Government expense on at least one such flight, to visit her father. 
In order that we may respond to the questions raised, we request that 
you answer the following questions. 

1. What is the authority for the periodic courier 
flights to Mr. Nixon? 

2. How long is it anticipated that these flights 
will continue? 

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

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

~~ 

5. Will such flights by Mrs. Eisenhower or others be~~- f 
allowed on subsequent occasions? 

Your attention to this matter will be appreciated. 

Sincere~y yours, 

A~ if-~ 
Uohn J. Higgins 

Associate Gene~al Counsel 
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THE WHITE HOUSE 

WASHINGTON 

November 7, 1974 

Dear Mr. Speaker: 

Based upon the recommendation of the United 
States Secret Service regarding the security 
of the Speaker of the House of Representatives, 
the President has directed that you will be 
authorized to use military aircraft for trans­
portation in the same manner as such aircraft 
are authorized for use by a Vice President. 
This.direction shall continue until Mr. Rocke­
feller is confirmed as Vice President by the 
Congress. Of course, any travel by you for 
political purposes will be provided on a 
reimbursable basis. 

Respectfully yours, 

fs/ pu;B 
Philip W. Buchen 
Counsel to the President 

The Honorable Carl B. Albert 
Speaker of the House 
House of Representa tives 
Washington, D.C. 
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THE WHITE HOUSE 

WASHINGTON 

November 7, 1974 

Dear Mr. Speaker: 

Based upon the recommendation of the United States Secret Service regarding the security of the Speaker of the House of Representatives, the President has directed that you will be authorized to use military aircraft for trans­portation in the same manner as such aircraft are authorized for use by a Vice President. This direction shall continue until Mr. Rocke-. feller is confirmed as Vice President by the Congress. Of course, any travel by you for political purposes will be provided on a reimbursable basis. 

Respectfully yours, 

Philip W. Buchen 
Counsel to the President 

The Honorable Carl B. Albert 
Speaker of the House 
House of Representatives 
Washington, D.C. 

~. 
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THE W HITE HOUSE 

W AS HINGTON 

Novembe r 7, 1974 

Dear Mr. Speaker: 

Based upon the reconunendation of the United States Secret Service regarding the security of the Speake r of the House of Representatives, the President has dire cted that you will be qUthorized to use military aircraft for trans­portation in the same manner as such aircraft are authoriz e d for use by a Vice President. This direc t i o n shall continue until Mr. Rocke­feller is - confirmed as Vice President by the Congress. Of course, any travel by you for political purposes will be provided on a reimbursable basis. 

Respectfully yours, 

Philip W. Buchen 
Counsel to the President 

The Honorable Carl B. Albert 
Speake r of the House 
Hous e of Representative s 
Washington, D.C. 
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OFFICE OF THE DIRECTOR 

MEMORANDUM 

To 

From 

• 

DEPARTMENT OF THE TREASURY 

UNITED STATES SECRET SERVICE 

WASHINGTON, D.C. 20223 

November 8, 1974 

Mr. Philip Buchen 
Counsel to the President 
The White House 

Clinton J. Hill 
Assistant Director 
Protective Forces 

The U. S. Secret Service requests the use of Air Force 
aircraft for Speaker Albert, for the reasons stated in 
the attached copy of memorandum to Thomas K. Latimer, 
Special Assistant to the Secretary and Deputy Secretary 
of Defense, Department of Defense, dated October 4, 1974. 

Attachment: a/s 

~ (/ ~/: 
c~?~ 
Clinton J. Hill 
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ME..'\DPANDUM 

To 

From 

. • 

~ 
\41 

• 

October 4, 1974 

Thonna_K. Latimer 

~ 
~ 

rm.. :_,_,..,_.. ~4/ A .': -'- -4-- t t h S """'" .u•e E:Z:t';:;ut).VC SS~ve.n:~ 0 e eert.ol '-'a:r'Y 
anti Deputy SecJ:•ata.ry of Dafenae 

Depal-ttlcnt of Defense 

Clil:r'c.on J. Hill 
Assistant Director 
Protective L'o1•ces 

/ [?/6. / } ; 

---------

The U. s. Secr et Sel'Vice h.a.s the r esponsibill:ty fo~ t he protect5~on of 
Spt!ruter Ca:rl Albert \mtU ouch t:b:~e as a Vice President is confirmoo. 
Speaker Albe.r has not traveled out of' the Wc..nhil'l.gton, D. c. area but 
on on<J occasion since his pl"O".;ec-t;ion ifCLS ins-tituted on Av.gu.st 8, 1974. 
ne \4"1(J.erstand hm<Tcver, that he probably 1,ri.U 'bcg:i.n a serieo of t rip3 in 
t; he Ylt?-D~r :future • 

The Bccret Service h;ts long held that car.croo.rci.DJ. ail.•Cl'v..f't travel by our 
[ protectees pones l!1 
! r.t ia vi:r:tuall.y in_ 

I ·i:iel"lnin~s and. on c 
1 be given based on 
I fol' r.rllittU"'tJ a.irc:r 

v.ch r~~ of a. threat than tra.-.rel by nilitSJ."Y airc:ra:ft .. 
J03Sible to provide adeqt~te p:r~ection in busy cat:Z:lercia.l 
O!cmercial ai:rcrD.i't . \Je :x·cqu~st fn.vo:;:ablo cotwide!'n.tion 
these security points ohould mrJ reques-t:; be fol'"Chco::'l.i.ns 
af't. for the use of Speaker Albert 'i·Thile he i s n :pl·otectec 

· et Service : of' t he Secz 
I 

The United states has e,:>::perienced 160 hi .. jacldngs , '\rllich r.a.ve tak<.m. :plrW•1 
i in O"lfe:r 50 dif'feren:t cities . ~·Je recos;nize the fact tha;jj there Di:S not boeit 

u. su.ccoszi'ul hi.,j;J.c!d,ng 5.n the United .Stcte.e in the latrt y•~" , hr.~rev..;r > 
u.s. Ail" Ca.r:~:-icrs luW·:! been the 'G:l-"t;cl. of tcrroriots in ('t\Jhf:::~· po.:t'te oi' ·c h.~ 
world, ui't~h tb~ mere recent bci.."lz the bor.illin .. ?, o:~ a Pun t1~~r:i.ca.n All-lin') i n 
Rome. 'iiorl&.;ide there hn.ve been l!'.oro than l.;.OO attcll',:Jts "co hi~jac.k n.~ro't .,:;.'t; 
of' 't'fhich over 250 }:l"'·we been suceeasful. Ov·e:r 60 dtfi'crent co-..l.ntr:tos r ... H'ro 
been victir·H3 of these h:t- ;jacl':-.in";s . I:.rt addition to the hi- jacki.P.c1 t.r.J."'"'·-~t 
it ia :rced.ily a:P.l?o.rcz:;.t th..'l"c co;~rcia-1 o.il-porta bave becc::,-c a ·tc . .r.;:.::t. r "'' 
1iorld1iide terrorism. Althou~h ther:e acts of ter-coJ.·i~:m l> ... 'tve not o-:.:.;ur-r<':\l 
a.t aix}?Cil .. ts withtu the Uuited IJta:tea to clD;te , it iu pos;3io1e for t h:;;"c: t .Q 
occur in the i'aturo, doo to vide r.-~-,rcad publicity that. h:i.gh ofi'icinl!'i .;;;f 
the U., s. Goven:m:ent w-lll be tt'a.velin.g via c~rcia..l r .. u·c1'1li't • 

. .--
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Tr!l.vel by protecteea in Special Air lfdssion (SAM) aircraft provides 
llUillerCUS safeguards not a.'\"ailable on commercial aircra.ft . Several of' these 
a..re listed below: 

• SAM a.ircra:f't operate from non-cru.roed military airports, or private 
areas at commercial airports. 

• SAM aircraft have a. better OV81"all oatety record than the Commercia.l 
Air Industry. 

• l'Wd aircraft can establish higher rnininnua requirements for take-of'ts 
and J.o.ndings .. 

• SAM aircrai't have passenger manifest and passenger control • 
• 
• Secret Service is able 'to inspect all ''hold" ba.egage aboard SA.~ aircraft. 

• SAM a.ircra.:rt b:wo a. purity of fuel and water sources . 

• Secret Service is able to provide food and. beverage control for ai\M 
a:b:cra.:Ni .. 

• 001 aircraft are under 24-hour guard by speciel..cy trained guards. 

• t:Wd a.ircraf't hav-e additional m.intenance requirements ~nth aborter 
repJ.acem~t periods fol..• vt'c.a.l p:n.-ta. 

• Sl\H a.ircra.tt are equipped l"Tith the most modern comrnunica.tions devices. 
These provide insta.n:tan.eous eommu.nications for Secre-t Service Agerrts c..nd 
instantaneous can:mu.nications for Protectees . 

• Federal. Aviation Authority gives constant monitoring and priority 
clearance to Sl\14 ai:rcro.f't. 

• U. s. M:i.lito.cy installations a.long 'the route of travel can be aJ.ertc.J. 
and maintain cowta.nt contact in the event of an emergency. 

• SAM aircr3.ft provides a flexibility of aclwdulin..~· Due to the world 
situatioll, a Protectee ~ be required to be fJ:rry pla.ee in the country 
e;t; a. moment ' s notice. 

• Sta:ff a.nd Secret Service Agents must ace~ .Prai;eetees . COJm.rercia.l 
reccrvo.tio11.a aJ.•e not; e.v-!liJ..able on short notice. 
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Emergency evnc:u·xtion 11rocedurcs on cownercia.l. aircraft are different 
for en.ch 1.d.r 11.-·1e o.nd ca.ch a.ircrai't. 

In .. che event of an eme:rr.;ency ca,_r;ed by '\ren.ther, turbulence, or o. 
~;;ccurity fo.ctor, -?A.!-1 aircraft can nlter tho course \·:hen necassa.ry a.nd 
not sticl~ to a prc-d.otcrni.ned fl1.r;ht J!-:lttcrn. co~ercial e.ircrn.±'t 
ex:PCriench'l,g the s~e emergency w·ou.ld require long delays in exposed a.nd 
unantici}X:.ted locations o 

It is t'P..c :pro:tcsnion::Ll op5_·•lion of the U. So S-ecret Service the.t if the 
GovcJ:"nr:~nt o:e tlle th:i.ted Ct':ltes feels tho;~ n pc1·no:t'l is i.r.!portarrt CllO'J.r:;h 
from the uatton,'ll secu.rity vier·;:noint to receive jJrotcction by the U. S. 
ScCl'Gt Ser.ric·~ , then the Govcrnn;.ent of the United States should. pr()'l/l.de 
the rr~Gt secure t.ran.s:port,at.ion :p.:;~sible fer the Protcctee. 

// / /) -~/~ 

a///a~ r2:cc 
Clinton J. Hill 

.. 

~ 

~:fo.t~) f: J <:.. 
, Cl' 

f..-; =tJ . ~ 
) ~ 

) " ' .... _ _/ 



MEMORANDUM FOR: 

Flt.OW: 

SUBJECT: 

October 7. 1974 

AMBASSADOR RU:MSFELD 

GENERAL LAWSON 

Aircraft Sapport fer the Speaker of the 
Hoaae of Representatives 

Ptll'aaant to laatractiou received from your office, I llave verbally 
directed the Department of Defeue to aclledale aircraft iD aapport 
of the Speaker of the House. 

The attacked letter will be forwarded to the Special As aiatant 
to the Secretary of Defeue followiag yoar approval. 

Approved 

Disapproved 

.u . ...., 

() _)
(',... 

-=t> 



October 7, 1974 

MEMORANDUM J'OR.t Mr. Thomae K. Latimer 

SUBJECT: 

The Spe.-:1a1 Aeehtaat to the 
Secretary aad Deputy Secretary 

of Defenee 

Aircraft Support for the Speaker of the 

Hou.ae of Repreeentativea 

Baeed upon the recommendation of the U.Uted State• Secret Service 

reaardlq the eecurlty of the Speaker of the Hogae of Repreeentatlvee, 

the Preeldent baa directed that the Speaker of the Houae will be 

authorised to aee mlUtary aircraft for traneportation ln the same 

manner aa auch aircraft are authorised for u.ae by a Vice Preeldent. 

Thle direction ahall continue UDtil Mr. Rockefeller la confirmed 

a a Vice Preeident by the Coqreaa. 

Fllabte performed in conjuactlon with the official dutlee of the 

Speaker of the Houe will be provided oa a noa-rebnburaable 

baale. Aay travel by the Speaker of the HO\lae for political ctr 

other non-offlc:lal purpoeee will be provided on a relmbureable 

bali a in accordaace with the curreat proceduee. 

RICHARD L. LAWSON 

Major General, UDlted State• Air Force 

Military Aeelatant to the Prealcleat 

' 
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TH E V/HI TE HOUS E ,. 
WASH I NGTON 

Novembe r 7, 197 4 

Dear Mr. Speaker: 

Ba sed upon the re co~~endation of the Unite d 
State s Se cret Service regarding the secur i ty 
of the Spe aker of the House of Representatives, 
the President has directed that you will be 
authorized to use military aircraft for trans­
portation in the same manner as such aircraft 
are authorized for use by a Vice President. 
This.direction shall continue until Mr. Rocke­
feller is confirmed as Vice President by the 
Congress. Of course, any travel by you for 
political purposes will be provided on a reimbursable basis. 

Respectfully yours, 

Philip W. Buchen Counsel to the President 

The Honorable Carl B. Albert Speaker of the House House of Representati ves Washington, D.C. 

i / 



O FFICE OF THE DIRECTOR 

ME!i!ORA.'I\IDUM 

To 

From 

• 

DEPARTMENT OF THE TREASURY 

UNITED STATES SECRET SERV IC E 

WASHINGTON, D.C. 20223 

November 8, 1974 

Nr. Philip Buchen 
Counsel to the President 
The White House 

Clinton J. Hill 
Assistant Director 
Protective Forces 

The U. s. Secret Service requests the use of Air Force 
aircraft for Speaker Albert, for the reasons stated in 
the attached cow of memorandum to Thomas K. Latimer, 
Special Assistant to the Secretary and Deputy Secretary of Defense, Department of Defense, dated October 4, 1974. 

( 
v--" • • ' 

_/<~ ~~: :!~/ 
&~- ,_..,/·· ·· i 

.. .. ~ .__.., I , 

Clinton J. Hill 

Attachment: a/ s 

F D r.~0 
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Oc-!- o'"'e';" L. 'i IYlh v lf.J ""- • ' ..L..~( • 

Tht'i~S _j~. I*;.tit:c:r 
IP'v,. ~:;~::::'Sf-.;';;._, r,.,.,,-j<..1....,.,.,t t +,__.,. cec ..... -.+.,~ _r_._ ~----- -~v--~- .rl..>J.J-"""v~~ 0 ..:J..:. • .- rJ ..... ..b -~.; 

~d. De:;>uty Sccretm-y ot ~.;i'cn..sa 
Depariz._'t:nt oi· Dzfe!i:-e 

Clint~on J. Rill 
Assistant Di:::ector 
Protective I'c:rces 

// ..., ( , c.·· I 

___.---:=--

Th2 U. S. Secret Se!'Vice h.aD t?c.~ respon;;:ibi 1l:;y for th~ !'~ctection of 
SlJ·::cl:o~ C.:.'J..'l .il.lbc::.--t 'li.rrt il auc..'11 t;;-;.,. as a V:lce P".ccs~;:nt is confi.r.-r:-:..."<1~ 
SlP-~cr .t\lb~r 112.~ not t::c:.veJ_ed cut or tr:e ~;{.~~.s!"...il;.,~~on, D. c. n.r·:e.a but 
O!l 0:::1.'3 oc-:3-sio-:J. Si...'1Ce his :p:::.~c;ection ifUS :b;.:;titu~c-<1 O!l A1J.61.lS't 8,. 1974. 
He U."10.=:r ;:;t;o..~d. hc-:rever , thD.t he p!'o1:lab.ly 't·i"' 1 , ·ocgi:l a. sez-ies of tri;a in 
the ne..u- fut1.D:e. 

T1:.-c S0cr'8t Service h:1s lo!".g 1:eld that co!~ .. :··::e.rcill G.h.·c_.....,-ft tr~.ve~ by ct.:!" 
J:l!'otcctces }?O::!es r.:v.ch rx~e of o. t.bzev,t th::....'l tl'~7el b-,:r :1;.lit:.u7 airc:r~::.:t . 
It is -.rL'···t1'P D.y i::.::_:_:;o ;:,:.dblo to j;;::.·ovide c.d.e(!.t:.a:~e :!::.r..:;:t~;c-t,io:; in tus·.r CQ.....-:::.::-c:illl. 
te:TI:ln.:.un 2..11-:i on ccrs:::.~rcial airc:rn.:tt. \Je r -eqt:.Bst i'avo~~.blo ccn.siuern.t :!..en 
be given based on ther::;e c•.:;cu:ricy :po; 11.A~n G!.l'Juld O..'Tf z-cqt:.3::r~ be for'ch~c-...:.:_:, ·; 
·J?ol~ r..D.litG.L-y aiz'c::-u.:f't for the use of Spc.::ili.er .AJ.tcru \·l:ille h2 io a. ~rot:::t:teo 
of the &cret Sar.rice: 

The Unitc:.d Stv.te3 1m3 e:::-oerie.."lced 160 hi~j?.cldr...;a, iihich have "'G~ ~en :plncc 
~n .... ~.,.., ... 50 d:ut ~"'"'"""'"'+ c·h'--~ ""' -,;.::. ~-e- "•",...1..:; r'c --~--. -:-'-..-.+ -'-1'1.>. +"'·'"'r"" ,., ... .:::. ...,,........ c·"'-" "' - \..JY~ ~~~.;;~ c .. _v .j..V-'-"'*o.}• ~·- - --·Jl · 4-41 t.~~_..,. .s.w-Y v ..... 1.1 ..,J...:.- c.:; L ""-- ,.._.....,. ..., ---

tl. rruccescful. hi-jacld.ng :5..::. tl:e Un:!.tcd. St2.tes in t:1e 1:::.!..-t -y\'.zr, hv.r~ve: ..:-, 
U.s. Air C:1.r:.:-ie:rs l:c.ve bc:;;J. th~ t~d::. of ~c.;."Tc:-i::rt .o in oti:l2r pms or t;::~ 
-w-orl(l, uit :.1 t,1:·J r:ore rec81:t b e-1'"'Z t.h~ 1.:- r..;.:...:.~JiJ::.1 o1 a ?.:in !-..:-.:2ric.:Ul ld.=l; ~ ~ i ::1 
F:c!!:.e. Eorl&;ide tl:e:!"e h.!:tvc b:8en mre tl~.n /.yl)O a-:.ts::-..')i;B to hi-ja~ ~..:rc::-..:..n;.,. 
o:f whlc!'l Cf'ler 250 r..ave been B';ccessful. 0'<"c>.r 60 d.-l.f'fcrent co~::-ie3 b:re 
b0;:::n victi~s o.f th2s·= lli-;jz:.c.i::~~.:~ s. Lfl e.L.llt.~J.m tc t!1e hi-,jac2±-s t:z-.:: ·;.:. 
it iB rc.o.(1·qy a.?:i?::u-cn-t th::C. cor...:-..::rcial c.i:c::;;ort~ have becc • .e a t:...r :;:::::. ::r...r 
\ tO!'ld-:lide tcrro~imJ . AltJ:o·:.1.3h t-t.cca c.c-Cs cf tc~;. ... Ol .. i.r.!'l l"1.."1Ye not cc::~-r·~ 
n+ n·i.,_.,.,o-·~tc- ~·i-t-hlv' t;.,-.. U',.it~d '"=+ "..:.. ,~..., .... o ..-1-. ·'· ·"" .; ..t. ·i .. r.,-..r-~iol-~ fvr ;::.,~_.:::1 t':) wv "' .. ~~~ .... )J "' 1"' ~ •-- 4- ~ J.,ototLlo'v~ ·-' v ~vov-, -v - --~ .... - .... ~.J -

Oc,.,...,... .;,..., +.~1 "' -\'-•'·,..,.. .... u·-,.~ -i-.o il; ,~ . ., r~,~ -~~ ..... d .,., ,.~,1 J."ci.!..l _, .;.1-. .,t k l--:1 o 1'-;'·icicJ..s c:: ..... v....:. ..J-.L• "'-' ...... '-'" ....... ...,-t.A...'-_, """!,.:# v ..L.~I.J: ~~ -·+1-LAI .~..~~.... ,t't v,j. ,_. ;....J.-..J ---

tl-:.C! U, s . Gove:'i~.ent w-ill be t:;;·:::.v•""l ·h~,::s via cot::::.:.2rcful eu·cl·-ci:-c . 
1'0-i'<:> 

~~ 
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T):·t::cl by pro·cectees in S.pcc:L~l Air E.ission (E.AH ) a.i:-o.•cr::tf't r~'ovi.dea nu:: lC!:;:-ous cs .. fc:: ::;t:Srclr! net avaiJ.a.ble on Cr"v""'•ercie.l. e.i::'craf't . S;;veral of tr...::ae m·e lizted b~lmr: 

• 

• 

• 

• 
• 
• 

• 

• 

• 

• 

.. 

• 

• 

.. 

• 

SAH a.i.rc:ra.I"'t operate from non-cro:·7ded r:111 ~t8..l.--J o.irports, or private areas at c~~~4rC~ airyol~Se 

t:AH airc:r<:L-f't have a better ovarall sa.f'ety record than tr..e Co~cial !t.:r -r~dltstr.r. 

~'li aircra.:ft can establi'lh higher n-i r rhm..un require:r.-ents for take-offs arld land.ings .. 

S.~i a.irc...~ have passenger manifest and passenger centro~ • 
Secret Service is able to inspect :>.ll ''hold 11 baggage aboard SA.~ a ire_~ • 
SJ'JYl ai:rcrar"t have a. purity of f'uel and water sources • 

Sec:;;7e-t Se..."'Vice is able to :prC"'ride feed and. be-.re.rnge control for S.!\lrl .a:i ;•cra:ft. 

SP ... H aircr&·t are under 24-hom- guard. by specially tro.:L"l.ed ~ds • 

C!.!.M aircra:f't ha.Y-e o.G.clitional :r:ainte!'>"nce :~.~e<;.uirecr.ents \nth nhorter :r c:J?J.:J..cerr.~~ l:;eriods fo:..• vUe~ ~-t.s. 

S.!Ui aL""'Craft axe eq,ui:;peu 'I·Tith the mot.t :l•':lilern communica.t ia.M d..e-vic~a • T.c.~se px-ovid·3 instantaneous Co;ITlllmicu.ticn.s :for 8ocre·t Ser:;ice Agents v.nd insta..ortaneous ccn:municaticns t·or Protectees. 

FederM Aviation Authority givea constant monitczoing and priority clearance to Sf!J•l airc:rtl..l.~ .. 

U. S. Nilito.::-;:r instellations along the route of traY.:!l can 'be e..lertcd e.nd mintt:.in coi.1.S"'-~.nt corrtact. -1 n th~ everrt of an e:mc=•-r-gency. 

Sl\N aircrQ..ft provides a. flc..xib11ity of schcdulin.g. Due to the vro:-ld s1:'Gut:.tion, []. Protcctee m.y be reg_uiJ'.~cd to be aey place i...'l. tl:e cotmtr.r a-t. a r:.:omen\: 's not :lee. 

St~ff ~~d S0eret Service A00rrts DUSt ace~~~~ Protectees. Y.'0DCl"V"<:.t.iDn:J are net; cv~D..n.ble on shore r-~.otice . 
Con:.rrerc~ .,. , 

__ _.;... '--
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~rg~ncy cv·p.c u:~:t.ion l'l'o~;cdurcn on connercin.l uircraf-t e.rc cli1'-fcrcnt tor en,ch td.l' lkc r..nd co.ch uircl:2.i't. 

:r..n. -'che cvc:1t c:f rm e.r::.~:-;:-c;cncy cav.I;c(l 'b-.f ·vcn.th~, t'ttrbulence, or c cccurity fo.ctor 1 ,c,;.u..: i <::.b:cr:U':t em1 ultcr th8 course l:hcn necoss~J a.n.d not sticl: to e. ~c-cbtcrr:'d.ned fli;:;ht :r~1.ttcrn. Co~rcial. a.ircr::i't exncriend.21[; th!; c::u::e el:lc:r·genC"J lroulcl rcq_uir~ lo:l:J{1 delcyn in e..;;:poaed r-u.ld u.:n:.l,tici:x:.h:d locations o .. 
It is the :pro:f.'es~io:xll 09:i.21ion oi? the U. So Secret Service th~t i:r the Go\'"G~r:'m~.ent of t .l:.e U:1:l.ted ::::t.-:tes f8cls th::.t <t p~~o::l is .,!?Ort::!.rrt <:.n!r-.t-;li fl'(~!!l the us..tion.a.J.. security viet·;'])oint to ::cceiyc p:!.·otcction by t:P..e U; s. S~CJ:ct Ser-..ric·:::!, tl~ the Govcrm:;.(~llt of the United Stn..tes should J?ra'lide the n:oGt sec1.:rc transport.at.ion :p~ssible :fcl .. the P:rotectee. 

~ .// a/~/~ /- -, / 
. YJ'J'd-r,2:-ce 

C1i.n+,on J. Hill 

_., 

-~ 

.::: 

. J v.·· ft~'~'c <'~ 
( ~1 ~ 
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October 7 • 1974 

:NIEMORANDUM .FOR: AMBASSADOR RUMSFELD 

FROM~ GENERAL LAWSON 

SUBJECT: Aircraft Support for the Speaker of the 

House of Representatives 
-.;... -J 

..:_. --" 

;)1 ~N:.~i~~~8~:~~::'~·:~7~~~1·:.,;·.~~;;'.~c~/. . . . >. :· ~~ ., • .· ·~ 
Pursuant to instructions received from your office. l have verbally 

directed the Department of Defense to schedule aircraft in support 

of.t~ Speaker ~of .the Ho~se. 

>. The at~ched letter will be forwarded to the Special Assistant 

to the Secretary of Defense following your approval. 
~·r'::•"' . 

. . ·,:,~~;~: :~;~ ? : ':. 4 

Approved _:.2 \ 

• ~- -. i 

Disapprov-.d 
. , 

' ' 

k ..... , 

( 

I 

'" ' 

... () 
<::-\ 
~, 
l>. 

.:e 
"' 
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:MEMORANDUM FORt 

S UBJECT:s-,:. ;:, . 
.. <:· ;}~~f'""'·1" :-/:.;'~ .. ::~t~1:. 

• 

~ 

October 7, 1974 

Mr. Thomas K. Latimer 
The Special Assistant to the 

Secretary and Deputy Secretary o! Defense··, .. 

Aircraft Support fol' the Speaker of the House of Reoresentatives 

~\;~'·!?:b.~· ,c·" •. ~:: 
··~~;'. ":. 

' Baaed upon the recommendation of the United States Secret Service regarding the secuzity of the Speaker o£ the Hou.ae of Representatives, the President baa· directed that the Speaker-of the House will be autboris'd to use nlilltary· airc-raft for transportation in. the same manner a.a such aircraft are authorized for use by a Vice President. This dh'ec:tion shall continue until Mr. RoCkefeller is con!ir.med ... as Vice President by the Congress. 
··(;.' 

·"" '"-'· .~··::· . . Flights performed in conjunction with the official duties of the Speaker of the House will be provided on a non ... reimbursable basis • Any travel by the Speaker o£ the House for- political or · other non-officiaL purposes will be provided on a reimbursable; ba•i• in accordanc:e with the current procedures. ~ 

,, 
·' 

.j, 

;._:;.f 

RICHARD L~ LAWSON Major General. United States Air Force Military Assistant to the President 

J-c,~ . ... 
'· 

1-,.: 

' 
J.~ '" ~ 
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Monday ll/18/74 

10:05 Barry Roth had asked for a copy of the memorandum 

prepared by your law firm while you were at the 

Privacy Committee on the tax aspects of travel by 

the Vice President on Air Force Two. 

You indicated it was prepared by James Christenson -­

so I assume you had requested this. 

Shall I send a copy to Barry? 

.-;. 
0:: . ;:., 

.. \ .h.\' 

'"--3' 
.. 
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NIEL >., 'NEA-~ERS 
ROS~,- .'. l>C~/ .. ::"1SON 

·-P-1"'"!:-!'~~.:r-~;-

LAW,.E:U0.8'EN . WEATHERS. RICHARDSON & DUTCHER 

ATTORNEY S AND COUNSELORS 740 OLD KENT BUI~DI~lG 

OAVI';) £ UV fCPEK 

ROGEq L.\l'~ 

J OH~~ q t.i<:HOLS 

W, f P::.:; nuN-t/'toiG, J~. 

WILU.C" R. Hl~iE-_ts=:. 

PATRI~'<. M. MIJLC'O'J'+ 

G~RY P. SC><E:N~ 

ALA~ C. BEN".tC:TT 

J~MES E. CHRISTENSON 

fR~DE.~IC~ J. BONCHER 

J_A.MES \. . 1.'tERNSTROM 

TEL~PHONE \6:Sl ~59 - li71 

Philip w. Buchen, Esq. 
Counsel to the President 
'i'Vhi te House 
Washington, D. C. 

Dear Mr. Buchen: 

GRAND RAPIDS, MICHIGAN 49502 

November 14, 1974 

Enclosed is a copy of the memorand~D which you requested. 
I have retained a copy for my files. 

As defacto social secretary for the firm, I would also 
like to invite your wife and a guest to the firm Christmas party. 
It is scheduled for the evening of December 6, 1974, at Kent Country 
Club. 

It was good to see you at the President's speech last month. 
I enjoyed seeing him, and I hope he was not too disappointed with 
the results of the election. 

me. 

JEC:nlr 
Enclosure 

If I can be of any further help, don't hesitate to contact 

Most sincerely, 

VWL 

E. Christenson 



-- '1'0 : 
F.RO~l : 

RE; 

P\\'B 
JEC 
Ge rald R. Ford -- Tax Aspects of Travel by the Vice-Preside~~ 
on Air Force Two 

Th8 United States Government provides the Vice-Preside~t Ford 

wi th free o ffi cial transportation while h e is in office. This free 
~ 

transportation includes the us e of a series of aircraft conunon ly knm·m 

as Air Force Two. Air Force Two is used by the Vice -President on a ll 

of his travels and the costs of maintaining and operating it are paid 

by the government whether the purpose of the Vice-President's trip 

is one primarily of busine ss or of pleasure. 

Vice-President Ford has been accompanied by family or friends 

on some flights in Air Force Two. In certain instances these indivi-

duals were performing official functions, in others, however, they 

were traveling with the Vice-President in an unofficial capacity. Re-

gardless of whether the person was traveling with the Vice-President 

in an official or unofficial capacity, the government did not render 

a charge to either the Vice-President or to the individualsfor trans-

portation on Air Force Two. 

The practice of the government of allowing the Vice-

President to use Air Force Two free of cost "i.;hen the purpose of his 

trip is primarily pleasure, has come under questioning in recent months. 

Likewise, the practice of allowing his friends to accompany him on such 

trips at no charge, where they are not traveling in an official capacity, 

is a subject of controversy. 

Many of the recent questions concern the tax implications of 

the government's provision of cost free transportation to the Vice-

President and to those vlho accompany him. One question is "ivhether the 

Vice-President realizes taxable income from the cost free use of Air 

Force Two when the purpose of his trip is primarily pleasure as con-

trasted with business. A second question is \vhether the Vice-President 

receives taxable incone as a result of the free transportation pro-

vided those individuals accompanying him on Air Force Two in an un-

official capacity. 



This mernorandum will address itself to these bm quest ions 
r egarding the tax implications of the Vice -Pre sident 1 s free use of ~ir 

' 
Force Two. The conclusion I have reached is that the Vice-President dot 
not realize taxable income either on account of the free use of Air 
Force TvlO when the purpose of his trip is primarily pleasure or on 
account of free transportation provided his family or friends who are 
accompanying him in and unofficial capacity. 

There is little or no case law precisely addressing itself 
to the issues involved. It is possible however to treat the questions 
as similar to those that arise out of the field of taxation of employees 
for the receipt of nonmonetary compensation. The conclusions I have 
reached are based principally on analogies drawn from that field of 
tax law. For reasons set out more fully later, I have treated the 
area of taxation of shareholders for the receipt of constructive non-
monetary dividends as inapposite. 

The Internal Revenue Code of 1954 defines the word "income" 
in Section 61. "Except as otherwise provided in this subtitle, gross 
income means all income from whatever source derived, including but 
not . limited to the following items ••••• " 

Section 61 is substantially a reenactment of its predecessor, 
Section 22(a) of the Internal Revenue Code of 19391

• H. R. Rept A 18; 
S. Rpt 168. Both sections were intended to extend the taxing power 
of the Congress to the fu~lest extent permitted by the Constitution. 
James v. United States, 366 U.S. 213, 6 L.ed 2d 246 (1961); Helvering 
v. Clifford, 309 u.s. 331, 84 L.ed 788 (1940). Thus, although the 
position of the Revenue Service on many issues has changed since the 
adoption of Section 22(a), the limitations on the power of 
to tax were not extended by the adoption of Section 61. 

1 "Gross income includes profits and income derived from slaaries, wages, or compensation for personal service •. • o f whatever kind and in whatever form paid, or from professions, vocations, trades, businesses, co~~erce, or sales, or dealings in property, whether real or personal, grm·;ing out of the o vmership or us e of or inte rest in such property; also from interest , rent dividends, securities , or the transaction of any business carried on for gain or profit or gains or profits and income from any source derived." 



Meals and lodging provided the employee for tne convenience o f the employer have traditionally been excluded from the i:J.co;:ne of t he employee. This ·tradition was codified in the 1954 In.ternal Re·.;er, Code by Section 119. Under the 1939 Act such food and lodging were a e xcluded from the employee 's income. The basis for this excluS.iO:l t.'ia! that they were not income within the meaning of the Consti tution and t herefore not taxable under the provisions of the 1939 Code. Diamond Sturr, 221 F. 2d 264 ( 2nd Cir. 1955); Benaglia v. Co~missioner , 36 BTF {CCH ,9802); appeal withdrawn 97 F. 2d 996 (9th Cir 1940) . 2 
The rationale behind these decisions is that the advantages to the employee from the provision of this free food or lodging is merely incidental to the performance of his duties, that they are provided so the employee may perform the services for which he was hired. Benaglia v. Commissioner, supra. The meals and lodging thus comport a part of the services to be rendered and are not additional compensation for such services. The Benaglia and Diamond cases stand for the principal that an employee's receipt of incidental benefits is not income taxable within the meaning of the Constitution when the benefits arise from the employee's performance of the services re-quired by the terms of his employment. 

The adoption of Section 61 in the Internal Revenue Code of 1954 did not bring such extra "incidental benefits" \.Vi thin the defini-tion of income. United States v. Gotcher, 401 F. 2d 118 (5th Cir 1968) As noted earlier, both Sections 61 and its predecessor 22(a) were in- . tended to have the same all inclusive scope. The t~xability of such incidental benefits therefore remain unchanged by the Revenue Code of 1954. 

The 1954 Code contains an explicit provision codifying the exclusion of meals and lodging provided at the 
e mployer from the employee's income. 

• f('/1/) convenienc~ of th~ 
I 
~ 
~ 

~ 
Gl! 

_} 
2 It should also be noted that the Revenue Service had adopted a Regu­

lation unde r Section 22(a ) which stated that such food and lodging 
would not be considered income where it was provided at the convenience 
of the employer. Neither case, however, based its decision on the 
Regulation (See Bitter, Federal Income, Estate a Gift Taxation , 3rd Ed . 
p. 49 (19 64). 



"There shall be excluded from gross income of an employee the value of any meals or lodging furP-is h ed t o him by his employer for the convenience of the employer, but only if -
(l) in the case of meals , the meals are furnished on t he business premises of the employer, or (2) in the case of lodging, the employee is required to accept such lodging on the business premises of his employer as a condition of his employment. 

In determining whether meals or lodging are furnished for the convenience of the employer, the provisions of an employment contract or of a State statute fixing terms of employment shall not be determinative of '\'7hether the meals or lodging are intended as compensation." (Section 119.) 

This provision does not purport to and could not be the sole exclusion 
from employee income of incidental benefits where they result from 
services performed for the benefit of the employer (see United States 
v. Disney, 413 F. 2d 783 (9th Cir. 1969); John L. Ashby v . . Commissioner 
50 TC 38 (1968)). The question of the tax liability of the Vice-
President on account of the free transportation provided in Air Force 
Two continues to be controlled by the Constitutional definition of 
income and not by any statutory provision. 

It should also be kept in mind that Code provisions adopted 
to control the deductibility of certain travel and entertainment 
expenses by a corporation have no bearing on the inclusion of these 
benefits in the employee's income. Wolf, P.J. Fringe Benefits; "The 
Use of Corporation Facilities (Non-Financial) by -Officers and Share-
holder", 26th Annual N.Y.U. Tax Institute, p. 1159 (1968). The 
question of deductibility and of taxability are separate questions 
which may command separate answers. 

With this perspective of the Constitutional limitations on 
Congressional power to tax as income certain benefits provided em-
ployees, it is possible to apply the food and lodging cases to the 
questions addressed by this memorandum. But r,.;hile it is possible to 
treat the issues raised by these cases as analogous to the questions 
being treated here, care should be taken in using this analogy because 
most of the cases involve arguments over the interpretation of Section 
119. The cases do not directly address the question whether ·~t Sectic I J. < , 
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comports with the constitutional limits of Congressional taxing powe This collateral issue renders the actual holding in most .c ~ , C.;_ ._ne case dicta for the purposes of this memorandlli~. 
Care should also be taken to avoid comparisons with the constructive dividend cases arising out of corporation-shareholder-employee transactions. The issue in the dividend cases is not simpl~ whether the taxpayer is being provided wages in the form of nonfinanc compensation , it goes beyond this to whether the corporation is being used to disguise the ownership of property which is actually used for the benefit of the shareholder. Tax liability is present in the employee cases because of the transfer of compensation to the employet Liability is present in the shareholder cases because the corporation has provided benefits to the shareholder with its own funds, which ber fits should be considered as inuring to the personal benefit of the shareholder and not the corporation. 

The Vice-President is the second ranking executive officer of the United States Government. He is an employee of the government but is not a shareholder in any greater sense than is any other Ameri-can citizen. Upon taking his oath of office, he must stand ready at any time during his term in office to succeed to the Presidency. The Vice-President must be available 24 hours a day, every day he is in office. His job requires that he be in constant communication with Washington, D.C., and that he have immediate access to transportation to respond to an emergency. 

During his term the Vice-President can never take a vacation from these Constitutionally mandated duties. In order to assure that he is properly able to perform these duties, the government provides the Vice-President with ready means of transportation. The Vice-Presi-dentrs plane has communications equipment to keep him in constant touch with the Capitol. It is kept fueled and ready to transport him to Washington or to wherever the President may direct so that he may perform his duties. 3 

f 3 
Air Force Two is also considered necessary by the Secret Service an~ 
t he F.B.I. in order that the Vice-President and his family may be 
protected when they travel . For the tax impact of such implied re­
quirements which are applicable to the family of employees see United 
States v . Disney, supra. 



The Vice-President's use of Air Force Two is not income 
within the meaning of Section 61. Air Force T'.vo is provided the 
Vice-President so that he may perform his Constitutionally mwidated duties. These duties include being constantly ready to react to an e mergency and require that he be in con ·tact with ~'lashington. Whether the Vice -President is on a trip which is designed primarily for busine or one designed primarily for pleasure , his duties require that he hav immediate access to transportation that can take him wherever required Air Force Two does not lose its status as equipment essential to the performance of the Vice-President's duties even though it is used to transport the Vice-President to a location where his object is pleasur! rather than business. The Vice-President's trips are in this sense never "pleasure" trips within the meaning of Section 61. The use of Air Force Two to transport the Vice-President is never a gratuitous benefit of employment not required by the office.

4 

The second area of inquiry relates to whether the Vice-
President realizes taxable income from his friends and family being 
permitted to accompany him free on flights in Air Force Two. In 
answering this question care must be taken in analyzing cases which are used as precedent. Litigation in the nonmonetary compensation area often involve two separate issues which at first glance appear to be the same. One issue is whether an object is being used primarily for t benefit of the employer or whether it is being used to provide addition compensation to an employee. In many cases the object is not being used exclusively for either type of work, and there.must be an allo-cation between taxable and nontaxable uses. The other issue is whether once it is determined that the object is being used for the benefit of the employer, the employee should be taxed because the use creates some incidental benefits to relatives or friends of the employee. It is only this second issue which is relevant here. 

4 
See J.T. Sneed,Configurations of Gross Income, Ohio State University Press, (19 6 5) and Jones v. United States, 60 Ct. Cl. 552; 1 U.S.T.C. 129 (1925) 



The question of the taxability of the Vice- President's 

friends and relatives is of the latter type. The use of Air Force 

T\;o by t he Vice-President is a nontaxable requirement of his job. 

He never uses Air Force Two in such a way that he would be required to 

allocate between his taxable and nontaxable use of the plane. The 

question is whether the Vice-President should be taxed for allowing 

his friends to ride along with hD~. 

There are very few cases which address themselves clearly to 

the second issue. The courts and the Revenue Service have for the 

most part assumed sub silentio that such incidental benefits are not 

taxable to the employee. (See Caratan v. Commissioner, 442 F. 2d 

606 (9th Cir. 1971.) Once it is determined that the use of the object 

is for the benefit of the employer, the inquiry generally doesn't go 

farther to see if anyone else also received a benefit. Thus, in the 

case of United States Junior Chamber of Commerce v. United States, 

334 F. 2d 660 (Ct. Cl. 1964), it was held that where the president 

of the Jaycees was required to live in the Jaycee's White House 

as a condition of his job, that he received no taxable income even 

though his family also lived there. The Court so held despite the 

fact that the president was able to entertain friends in the home 

at will. 

Likewise, in United Airline Co. v. Commissioner, 21 T.C. 

327 (1962), the Tax Court ruled that the half of the expenses of 

maintaining a yacht were properly deductible as a corporate expense 

and not taxable to corporation's officers and shareholders. The tax 

court so ruled even though it noted that on many of the cruises which 

were alleged to have been business trips customers brought along their 

wives and families. (See also Wilhelm v. United States, 257 F. Supp. 

16 (D.Wyo. 1966) Charles Anderson v . Commissioner, 42 T.C. No. 25, revs'd 

on other grounds 371 F. 2d 59 (6th Cir 1966); Swartz v. Commissioner, 

22 TCM 835 (1963); John Nolen v. Commissioner , 23 TCM 595 (1964). 



The basis for these decisions is that the employee is being 
t axed for compensation p~ovided him by his employer. Once it lS 

determined that the employer's expense in providing th~ house or in a 
yacht tri p i s not compensation f o r the job , the employee s ho uld no t 
b e t axe d i f o ther s r eceive incidental b enefits which do not place an 
adde d econ omic burde n on t h e e mployer. (See Motel Company v. Commis-
sioner , 340 F. 2d 445 ( 2nd Cir. 1965). 

On c e it is determined that the object is used for business 
purposes, the relevant c rite rion to determine the tax liability of the 
employee is the added economic detriment to the corporation, n o t the 
b enefit to the recipie nt or the employee. Robert Walk er, Inc. v. 
Commissioner, 362 F. 2d 1 40 (7th Cir 1966); Bauer v. Commissioner, 
32 TCM 496 (1973). If a benefit results to a third party but there 
is no added economic cost to the corporation, the added benefit is 
not taxable compensation paid by the employer to the employee. 

In the Bauer case the employer of Mr. Bauer purchased 
airplane tickets for his future wife and her two sons so that they 
could join him in Japan. The airline sold Mr. Bauer's future wife 
a ticket at full price, her older son one at palf price, and her 
younger son one at 10 per cent. The Revenue Service attempte d to 
tax Mr. Bauer for two half-price tickets for the children. The Tax 
Court rejected the claim stating that the taxpayer was only taxable 
for the actual cost borne by the corporation. 

It is at this point that the distincition between employee 
compensation cases and shareholder dividend cases is most obvious. The 
constructive dividend cases indicate that the shareholder is considered 
to have received income in a much broader range of situations than 
exists in the employee compensation area. The reason for this is 
that a taxable dividend oc cur s wheneve r the t axpayer rece ive s an economi c 
benefit from the corporat ion. Sulliva n v. United Stat e s, 363 F. 2d 
724 (8th Cir 1966). The e mployee comp ensation area , howeve r, is 
limited to payments made for a n employee on a ccount o f his 
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Even in the constructive dividend area, however, the amount 

of the dividend is limited to the actual addition~l economic cost ~n-

c urred by the corporation on account of its transactions with the 

s hareholder. Co~~issioner v. Riss , 374 F . 2d 16 1 (8th Cir 1967); 

Greensnon v. Co~missioner, 22 9 F . 2d 94 7 (8th Ci r 195 6 ) ; Alabama­

Ge orgia Sy r up Co . v. Cow~issioner, 311 F. 2d 6 40 (5 t h Ci r 196 2) . In 

the Riss c ase the corpor ation purchased a ve r y e xpens i ve hou s e which 

it r e nte d t o one of its sh are holde rs. The r e nt it cha rge d the s har e -

holder was less than the actua l e xpenses p a id by the corporat ion in 

maintaining the house plus the depreciation. The Revenue Se rvice tri ed 

to tax the s h areholder as having r e ceived a constructive dividend 

on the difference between the rent paid and the actual expenses plus 

depreciation. The Court of Appeals disallowed such a charge, holding 

that the taxpayer had established that he was paying the actual rental 

value of the house. Thus, because the corporation was suffering no 

economic detriment on account of the r e ntal, the taxpayer could not 

be treated as receiving a dividend on account of his gain. Commissioner 

v. Riss, supra. 

In the case of the Vice-Presidential party there is no extra 

cost to the government for having these persons travel with the Vice-

President. The cost of having the airplane travel to carry the Vice-

President is an expense which is general and which is to be borne by 

the United States Government. As there is no extra expense involved 

in the matter to the Government, there is no taxable income to the 
-

Vice-President. 

;. 



--- TO: 
FRO~l.: 

RE: 

PWB 
JEC 
Gerald R. Ford -- Tax Aspects of Travel by the Vice - President 
on Air Force Two 

The United State s Gove rnment pro vide s the Vice-Pre s i dent Fo rd 

with free official transportation while he is in office. This free 

transportation includes the use of a series of aircraft cominonly knoHn 

as Air Force Two. Air Force Two is us ed by the Vice-P resident on a ll 

of his travels and the costs of maintaining and operating it are paid 

by the government whether the purpose of the Vice-President's trip 

is one primarily of business o r of pleasure. 

Vice-President Ford has been accompanied by family or friends 

on some flights in Air Force 1wo. In certain instances these indivi-

duals were performing o ff icial functions, in others, however, they 

were traveling with the Vice-President in an unofficial capacity. Re-

gardless of whether the person was traveling with the Vice-President 

in an official or unofficial capacity, the government did not render 

a charge to either the Vice-President or to the individualsfor trans-

portation on Air Force Two. 

The practice of the government of allowing the Vice-

President to use Air Force Two free of cost \vhen the purpose of his 

trip is primarily pleasure, has come under questioning in recent months. 

Likewise, the practice of allm·1ing his friends to accompany him on such 

trips at no charge, where they are not traveling in an official capacity, 

is a subject of controversy. 

Many of the recent questions concern the tax implications of 

the government's provision of cost free transportation to the Vice-

President and to those who accompany him. One question is whether the 

Vice-President realizes taxable income from the cost free use of Air 

Force Two when the purpose of his trip is primarily pleasure as con-

trasted with business. A second question is whether the Vice-President 

receives taxable income as a result of the free transportation pro-

vided those individuals accompanying him on Air Force ~10 in an un-
. -

official capacity. 
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This memorandum will address itself to these two questio~s regarding the tax implications of the Vice-President's free use of Air Force Two. The conclusion I have reached is that the Vice-Pres i dent do E not realize taxable income either on account of the free use o f Air Force Two when the purpose of his trip is primarily pleasure or on account of free transportation provided his family or friends who are accompanying him in and unofficial capacity. 
There is little or no case law precisely addressing itself to the issues . involved. It is possible however to treat the questions as similar to those that arise out of the field of taxation of employees for the receipt of nonmonetary compensation. The conclusions I have reached are based principally on analogies drawn from that field of tax law. For reasons set out more fully later, I have treated the area of taxation of shareholders for the receipt of constructive non-monetary dividends as inapposite. 

The Internal Revenue Code of 1954 defines the word "income" in Section 61. "Except as otherwise provided in this subtitlee gross income means all income from whatever source derived, including but not . limited to the following items ••••• " 
Section 61 is substantially a reenactment of its predecessor, Section 22(a) of the Internal Revenue Code of 1939 1

• H. R. Rept A 18; s. Rpt 168. Both sections were intended to extend the taxing power of the Congress to the fu~lest extent permitted by the Constitution. James v. United States, 366 u.s. 213, 6 L.ed 2d 246 (1961); Helvering v. Clifford, 309 u.s~ 331, 84 L.ed 788 (1940). Thus, although the position of the Revenue Service on many issues has changed since the adoption of Section 22(a}, the limitations on the power of Congress to tax were not extended by the adoption of Section 61. 
, FO~b~ 
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1 "Gross income includes profits and income derived from slaarie~ , ~~/ 
wages, or compensation for personal service ••• of whatever kin 
and in whatever form paid, or from professions, vocations, trades, 
business e s, commerce, or sales, or dealings in property, whether 
real or personal, growing out of the O\vnership or use of or interest 
in such property; also from interest, rent dividends, securities, or the transaction of any business c arried on for gain or profit or 
gains or profits and income from any source derived." 



Meal s and l odging provided the employee f o r t h e convenience 
of the e mp l oye r have traditi o nally been exc l uded from the income of 
the e mplo y e e. Th is tradition was codi fie d in the 195 4 Inte r na l Reven . 
Code by Section 119 . Unde r the 1939 Ac t such food and lodging we r e a 
excluded from the e mployee's i n come. The basis for this exclusion wa~ 
that they were not income within the me a ning of the Constitution and 
therefore not tax able under the provision s of the 1939 Code. Diamond 
Sturr, 221 F. 2d 264 (2nd Cir. 1955); Benaglia v. Commissioner, 36 BTF 
(CCH ~9802); aopeal withdrawn 97 F. 2d 99 6 (9th Cir 1940) . 2 

The rationale behind these decisions is that the advanta ges 
to the employee from the provision of this free food or lodging is 
merely incidental to the performance of his duties, that they are 
provided so the employee may perform the services for which he was 
hired. Benaglia v. Commissioner, supra. The meals and lodging thus 
comport a part of the services to be rendered and are not additional 
compensation for such services. The Benaglia and Diamond cases stand 
for the principal that an employee's receipt of incidental benefits is 
not income taxable within the meaning of the Constitution when the 
benefits arise from the employee's performance of the services re-
quired by the terms of his employment. 

The adoption of Section 61 in the Internal Revenue Code of 
1954 did not bring such extra 11 incidental benefits'' within the defini-
tion of income. United States v. Gotcher, 401 F. 2d 118 (5th Cir 1968) . 
As noted earlier, both Sections 61 and its predecessor 22(a) were in- . 
tended to have the same all inclusive scope. The t?xability of such 
incidental benefits therefore remain unchanged by the Revenue Code of 
1954. 

The 1954 Code contains an explicit provision codifying the 
exclusion of meals and lodging provided at the 
employer from the employee's income. 

convenience of ~~): 
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~ 2 It should also be noted that the Revenue Service had adopted a Regu­lation under Section 22(a) which stated t hat such food and lodging would not be considered income where it wa s provided at the convenience of the employer. Neither ~ase, however, based its decision on the Regulatio n (See Bitte r, Fe de ral Income, Es tate a Gift Taxation, 3rd Ed. p. 49 (1 964 ). 



"There shall be excluded from gross income of a..r1 employee the value of any meals or lodging furnis~ed t o him by his enployer for the convenience of the e mployer, but only if -
{l) in the case of meals , the meals are furnish ed o n the business premises of the employer, or ( 2) in the case of lodging, the employee is r equired to accept such lodging on the business premises o f his employer as a condi tion of his employment. 

In determining whether meals or lodging are furnished for the convenience of the employer , the provisions of an employment contract or of a State statute fixing terms of employment shall not be determinative of whether the meals or lodging are intended as compensation. " (Section 119.) 

This provision does not purport t o and could not be the sole exclusion 
from employee income of incidental benefits where they result from 
services performed for the benefit of t h e employer (see United States 
v. Disney, 413 F. 2d 783 (9 ·th Cir. 1969}; John L. Ashby v. Commissioner 
50 TC 38 (1968)). The question of the tax liability of the Vice-
President on account of the free transportation provided in Air Force 
Two continues to be controlled by the Constitutional definition o f 
income and not by any statutory provision. 

It should also be kept in mind that Code provisions adopted 
to control the deductibility of certain travel and entertainment 
expenses by a corporation have no bearing on the inclusion of these 
benefits in the employee's income. Wolf, P.J. Fringe Benefits; "The 
Use of Corporation Facilities (Non-Financial} by -Officers and Share-
holder", 26th Annual N.Y.U. Tax Institute, p. 1159 (1968). The 
question of deductibility and of taxability are separate questions 
which may command separate answers. 

With this perspective of the Constitutional limitations on 
Congressional power to tax as income certain benefits provided em-
ployees, it is possible to apply the food and lodging cas es t o Lhe 
questions addressed by this memorandum. But while it is possible to 
treat t he issues r aised by these cases as analogous to the questions 
being treated here, care should be taken in using this analogy because 
most of the cases involve arguments over the interpretation of Section 

~ 119. The cases do not directly address the question whether that Sectio < 
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comports with the constitutional limits of Congressional taxing powE This collateral issue renders the actual holding in most of the case dicta for the purposes of this memorandum. 
Care should also be taken to avoid comparisons with the constructive dividend cases arising out of corporation-shareholder-employee transactions. The issue in the dividend cases is not simpl~ whether the taxpayer is being provided wages in the form of nonfinanc compensation, it goes beyond this to whether the corporation is being used to disguise t he ownership of property which is actually used for the benefit of the shareholder. Tax liability is present in the employee cases because of the transfer of compensation to the employet Liability is present in the shareholder cases because the corporation has provided benefits to the shareholder with its own funds, which ber fits should be considered as inuring to the personal benefit of the shareholder and not the corporation. 

The Vice-President is the second ranking executive officer of the United States Government. He is an employee of the government but is not a shareholder in any greater sense than is any other Ameri-can citizen. Upon taking his oath of office, he must stand ready at any time during his term in office to succeed to the Presidency. The Vice-President must be available 24 hours a day, every day he is in office. His job requires that he be in constant communication with Washington, D.C., and that he have immediate access to transportation to respond to an emergency. 

During his term the Vice~President can never take a vacation from these Constitutionally mandated duties. In order to assure that he is properly able to perform these duties, the government provides the Vice-President with ready means of transportation. The Vice-Presi-dent's plane has co~~unications equipment to keep him in constant touch with the Capitol. It is kept fueled and ready to transport him to Washington or to wherever the President may direct so that he may perform his duties. 3 

1 ~··-kD< , 
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3 
Air Force Two is also considered necessary by the Secret Service ~nd 
the F.B.I. in order that the Vice-President and his family may be 
protected when they travel. For the tax impact of such implied re­

quirements which are applicable to the family of employees see United 

States v. Disney , supra . 
· 



The Vice-P res ident's use of Air Force Two is not income 

within ·the meaning of Section 61. Air Force 1\-lo is proviC.eC. the 

Vice-President so that he may perform his Constitutional ly rnfu~c~ted 

duties. These duties include being constantly ready to react to an 

emergency and require that he be i n contact with Washington. \ihether 

the Vice-Pres-ident is on a trip which is designed primarily for busine 

or one designed primari ly for pleasure, his duties require that he hav• 

immediate access to transportation that can take him \'7herever required 

Air Force Two does not lose its status as equipment essential to the 

performance of the Vice-President's duties even though it is used to 

transport the Vice-President to a location where his object is pleasurE 

rather than business. The Vice-President 1 s trips are in this sense 

never "pleasure" trips within the meaning of Section 61. The use of 

Air Force Two to transport the Vice-President is never a gratuitous 

benefit of employment not required by the office.
4 

The second area of inquiry relates to whether the Vice-

President realizes taxable income from his friends and family being 

permitted to accompany him free on flights in Air Force Two. In 

answering this question care must be taken in analyzing cases which are 

used as precedent. Litigation in the nonmonetary compensation area 

often involve two separate issues which at first glance appear to be 

the same. One issue is whether an object is being used primarily for t : 

benefit of the employer or whether it is being used to provide addition 

compensation to an employee. In many cases the object is not being 

used exclusively for either type of work, and there.must be an allo-

cation between taxable and nontaxable uses. The other issue is whether 

once it is determined that the object is being used for the benefit of 

the employer, the employee should be taxed because the use creates 

some incidental benefits to relatives or friends of the employee. It 

is only this second issue which is relevant here. 

4 
See J.T. Sneed,Configurations of Gross Income , Ohio State 
Pres~, (1965) and Jones v. United States, 60 Ct. Cl. 552; 129 (1925) 
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The question of the taxability of the Vice-President's 

fri ends and relatives is of the latter type. The use of Air Force 

Two by the Vice-Pres ident is a nontaxable requirement of his job. 

He never uses Air Force Two i n such a Hay that he would be required to 

allocate between his taxable and nontaxable use of t he plane. The 

question is \vhe·ther the Vice-President should be taxed for allowing 

his friends to ride along \V"i th him. 

There are very few cases which address themselves clearly to 

the second issue. The courts and the Revenue Service have for the 

most part assumed sub silentio that such incidental benefits are not 

taxable to the employee. (See Caratan v. Commissioner, 442 F. 2d 

606 (9th Cir. 1971.) Once it is determined that the use of the object 

is for the benefit of the employer, the inquiry generally doesn't go 

farther to see if anyone else also received a benefit. Thus, in the 

case of United States Junior Chamber of Commerce v. United States, 

334 F. 2d 660 (Ct. Cl. 1964), it was held that where the president 

of the Jaycees was required to live in the Jaycee's \~ite House 

as a condition of his job, that he received no taxable income even 

though his family also lived there. The Court so held despite the 

fact that the president was able to entertain friends in the home 

at will. 

Likewise, in United Airline Co. v. Co~~issioner, 21 T.C. 

327 (1962), the Tax Court ruled that the half of the expenses of 

maintaining a yacht were properly deductible as a corporate expense 

and not taxable to corporation's officers and shareholders. The tax 

court so ruled even though it noted that on many of the cruises which 

were alleged to have been business trips customers brought along their 

wives and families. (See also Wilhelm v. United States, 257 F. Supp. 

16 (D.Wyo. 1966) Charles Anderson v. Commis sioner, 42 T.C. No. 25, revs'd 

on other grounds 371 F. 2d 59 (6th Ci r 1966); Swartz v. Commissioner, 

22 TCM 835 {1963); John Nolen v. Commissioner, 23 TCM 595 (1964)-• 
• r 0" .... () 
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The basis for these decisions is Lhat the employee is being 
taxed for compensation provided him by his employer. Once it lS 

determined that the employer ' s expense in providing th~ house or in a 
yacht trip is not compensat ion for the job, the employee s hould not 
be taxed if others receive incidental benefits which do not place an 
added economic burden on the employer. (See Motel Company v. Commis-
sioner, 340 F . 2d 445 (2nd Cir. 1965). 

Once it is determined t hat the object is used for business 
purposes, the re levant criterion to determine the tax liability of the 
employee is the added economic detriment to the corporation, not the 
benefit to the recipient or the employee. Robert \•7alker, · Inc. v. 
Commissioner, 362 F. 2d 140 (7th Cir 1966); Bauer v. Commissioner, 
32 TCM 496 {1973). If a benefit results to a third party but there 
is no added economic cost to the corporation, the added benefit is 
not taxable compensation paid by the employer to the employee. 

In the Bauer case the employer of Mr. Bauer purchased 
airplane tickets for his future wife and her two sons so that they 
could join. him in Japan. The airline sold Mr. Bauer's future wife 
a ticket at full price, her older son one at palf price, and her 
younger son one at 10 per cent. The Revenue Service attempted to 
tax Mr. Bauer for two half-price tickets for the children. The Tax 
Court rejected the claim stating that the taxpayer was only taxable 
for the actual cost borne by the corporation. 

It is at this point that the distincition between employee 
compensation cases and shareholder dividend cases is most obvious. The 
constructive dividend cases indicate that the shareholder is considered 
to have received income in a much broader range of situations than 
exists in the employee compensation area. The reason for this is 
that a taxable dividend occurs vlhenever the taxpayer receives an econom1. 
benefit from the corporation. Sullivan v. United States, 363 F. 2d 
724 (8th Cir 1966). The employee compensation area, however, is 

~ 

~ limited to payments made for an employee on account of his employment. 

4 



Even in the constructive dividend area, howe ver, the arGount 
of the dividend is limited to the actual additional economic cost in-
c urred by the corporation on account of its transactions with the 
s hareholder . Co~mis sioner v. Riss, 374 F. 2d 161 (8th Cir 1967 ); 
Greenspon v. Commissioner, 229 F. 2d 947 (8th Cir 1956); Alabama-
Georgia Syrup Co. v. Commissioner , 311 F. 2d 6 40 (5th Cir 1962). In 
th e Riss case the corporation purchased a very expensive house which 
it rented to one of its shareholders. The rent it charged the share-
holder was less than the actual expenses paid by the corporation in 
maintaining the house plus the depreciation. The Revenue Service tried 
to tax the shareholder as having received a constructive dividend 
on the difference between the r ent paid and the actual expenses plus 
depreciation. The Court of Appeals disallowed such a charge, holding 
that the taxpayer had established that he was paying the actual rental 
value of the house. Thus, because the corporation was suffering no 
economic detriment on account of the rental, the taxpayer could not 
be treated as receiving a dividend on account of his gain. Commissioner 
v. Riss, supra. 

In the case of the Vice-Presidential party there is no extra 
cost to the government for having these persons travel with the Vice-
President. The cost of having the airplane travel to carry the Vice-
President is an expense which is general and which is to be borne by 
the United States Government. As there is no extra expense involved 
in the matter to the Government, there is no taxable income to the -
Vice-President. 
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