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5. Assignment of Rents - dated June 24, 1970,

between Capitol Hill Associates, Inc. and Travelers. Recites
that the agreement was executed because Travelers would not
loan the additional $250,000.00 without it. Assigns rent
from R.N.C. lease to Travelers in the event of default under
the 2nd Trust.

6. Consolidation and Modification Agreement -

dated June 21, 1972, between Capitol Hill Associates, Inc.,
Carmody & Groves and Travelers. This agreement consolidates
the two notes into a single obligation of $10,725.00 per month
on the R.N.C. building, commencing July 1, 1972, and running
to May 1, 1980. Paragraph 7 of this Agreement refers to the
AGREEMENT creating the non-severable default situation with
the Capitol Hill Club Building.

7. Agreement - dated June 21, 1972, between Capitol
Hill Associates, Inc., Carmody &.Groves and Travelers. This is
the document that establishes the cross default default

situation. The Agreement (see paragraphs 3 & 4) does not make

the cross default mandatory. It leaves it at the option of the
foreclosing party - "may be foreclosed", "shall be available."

Considerations for Severance:

The building and property currently occupied by the
Capitol Hill Club (Lot 47, Square 733. . }) are encumbered by -a
Deed of Trust with a principal sum of>$l,500,000. This document
does refer to the necessity of the execution and recordation of
a "severance agreement"” a necessary precondition for the dis-
bursement of the final $700,000.00 of the loan (i.e., part of
the consideration for the loan). The annotated amortization

schedule in the file with the Deed of Trust contains regular




entrys through April 8, 1974, apparently the last installment
paid, i.e., the obligation will be 9 months in arrears as of
February 1, 1975.

This leaves Travelers with the apparent option of
(1) "foreclosing" and forcing a sale of all the property,
(2) severing the two encumbrances allowing R.N.C. to continue
paying its obligatiohs, and selling the Capitol Hill Club
property, (3) allowing the Club a l year moratorium on its
debt (presumably in addition to the 9 months already allowed)
in order for the Club to get its operations in the black, or
(4) some permutation of the above.

Travelers does have significant restrictions in
its freedom to sell the property. First, thére is the 90 day
first refusal option held by the United States with a price
formula that will cover Travelers investment, but does not
seem to provide for any "windfall profit". (See Amended
Congressional Agreement of March 4, 1974). Travelers may also
note the current state of the capital market and determine that
it is not an advantageous time to sell the property which would
give the Club more time to retrench.

The second set of restrictions involve zoning.
Capitol Hill Associates, Inc. was able to obtain special zoning
variances largely on account of the R.N.C. and Club being
identifiably Republican Party activities. Any sale that "ousts"
the Republican character of the two activities could conceivably
require new (or renewed) zoning pérmits which may or may not be
granted. (e.g., one can imagine vociferous neighborhood opposi-
tion to anything bringing more cars into an area already short
of parking spaces.) This would seem to direct Travelers in the
direction of a sale to the U. S. Government which would probably

have little zoning trouble.



Potential zoning problems might also provide the
R.N.C. with the necessary leverage for a severance of the two
pieces of property from the cross default arrangement. The
R.N.C. (or Capitol Hill Associates, Inc.) could argue that
taking the default on the Club building and allowing the R.N.C.
to remain would negate zoning problems since the variances
would be maintained for the R.N.C. and thereafter it would
serve no purpose to change zoning back on just the corner
piece of property.

Another fact directing Travelers toward a severance
is the simple fact that the R.N.C. lease is paying its way.
Travelers should be interested in retaining a profitable
investment and there is no indication in the available informa-
tion that the $10,725.00 per month paid by the R.N.C. is a
losing proposition to Travelers when considered solely in rela-
tion to the two trust deeds encumbering the 310 1lst Street
property. Therefore, Travelers may be amenable to keeping the
paying tenant in situ and proceeding solely against the default-
ing entity.

There should be no question that Travelers (or its
nominee Trustees) has the power to "sever" the arrangement.

The "severance agreement" allows, but does not command, Travelers
to foreclose on both deeds of trust if there is a forefiture

on either obligation. Capitol Hill Associates, Inc. could no£
really protest the decision since it granted that power as part
of the consideration for a $700,000 loan. Further, Travelers

has the right under the Assignment of Rents (June 24, 1970) to
succeed toAall of Capitol Hill Associates, Inc.'s rights under
the R.N.C. lease in the event of a default, a right which is not

abrogated by the cross default arrangement. Therefore, under



the "severance agreement", Travelers could treat the default
under the Club's trust deed as a default on the R.N.C. one

as well, but use its assignment rights to have the R.N.C.
continue in possession and pay the monthly rental directly to
Travelers.

Another problem that might be considered is the
total effect of a foreclosure on both properties on Capitol
Hill Associates, Inc. Such an action could force Capitol Hill
Associates, Inc. into bankruptcy, forcing Travelers to expose
its position to the possibility of being tied up in proceedings
brought by the host of creditors (e.g., Marriot) that would be

claiming against the firm.

Suggestion:

Immediate steps be taken to ascertain Travelers

position.




































THE WHITE HOUSE

WASHINGTON

October 24, 1974

MEMORANDUM FOR: PHIL BUCHEN
FROM: DUDLEY CHAPMAN [~

RNC funds for
White House activities

Jerry Jones just called me about my advice to Bill
Baroody that none of his mailings should be paid

for from RNC funds. Jerry said that Clawson's

and Klein's offices have done this in the past and

that some entertainment expenses are routinely
reimbursed by the RNC. He also questioned whether
the procedure substituted for the White House subsidiary
account, whereby the White House bills RNC and
forwards the check to DOD, successfully avoids our
legal objections.

Jerry asked for a memo on the mailings problem,
which I have drafted and attached for your signature.
As to the other uses, we should find out what they
are and arrive at a comprehensive legal position for
future guidance,

Attachment




THE WHITE HOUSE

WASHINGTON

October 24, 1974

MEMORANDUM FOR: JERRY JONES
FROM: PHILIP BUCHEN
Use of RNC funds for

various White House
activities

It has come to my attention that funds of the Republican
National Committee (RNC) have been used to pay for

certain mailings from the White House. I also understand
that the expenses of certain entertainment functions

within the White House have been paid for with RNC funds,
The laudable purpose for this method of financing is to
prevent the expenditure of public funds for political purposes,

The use of political funds to support mailings, however, raises
a legal question and should be terminated forthwith, Please
take whatever action is needed to implement this policy
immediately.,

In addition, please furnish to me as soon as possible a com-
plete list of all purposes for which RNC funds are being used
to pay for any entertainment or other activities that take
place within the White House,
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THE WHITE HOUSE

WASHINGTON

October 25, 1974

MEMORANDUM FOR : PHIL BUCHEN
FROM: DUDLEY CHAPMAN ¢
Y_Quf note on RNC funds

for gifts (Lazarus memo
attached)

I have the same difficulty with this practice as with
mailings and entertainment. Moreover, the items
contain the Presidential Seal which implies that

their use is '""Presidential.' The use of these items,
I believe, is not limited to our political friends
anyway -=- or at least should not be hereafter.

Attachment
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THE WHITE HOUSE

WASHINGTON

October 24, 1974

MEMORANDUM FOR: PHIL BUCHEN
FROM: KEN LAZARUS \“Q’
SUBJECT: Offer of a Gift

Attached is a reply for your signature declining an offer to provide
the President with pipes embossed with the Presidential seal
for use as gifts by the President,

As a matter of policy, I strongly recommend that we avoid any
actions that appear to suggest Presidential endorsement of a
particular commercial product or that involve the acceptance of
items from private industry.

For your information, such gifts are normal aid for by the

* Republican National Committee. The only exception to that policy
that I have been able to determine is with respect to cigarettes,
beer and soft drinks served on the Presidential planes, yacht, etc.
These are accepted by DOD on the basis of long-standing precedent.
While the cigarettes are considered to be manufacturers’ samples,
they carry the Presidential seal and other indicia of the White House.

cc: Phil Areeda
Bill Casselman
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THE WHITE HOUSE

WASHINGTON

October 24, 1974

MEMORANDUM FOR: PHIL BUCHEN

v
FROM: KEN LAZARUS Y
SUBJECT: Offer of a Gift

Attached is a reply for your signature declining an offer to provide
the President with pipes embossed with the Presidential seal
for use as gifts by the President.

As a matter of policy, I strongly recommend that we avoid any
actions that appear to suggest Presidential endorsement of a
particular commercial product or that involve the acceptance of
items from private industry. ’

For your information, such gifts are normally paid for b the

* Republican National Committee. The only exception to that policy

that 1 have been able to determine is with respect to cigarettes,

beer and soft drinks served on the Presidential planes, yacht, etc.
These are accepted by DOD on the basis of long-standing precedent.
While the cigarettes are considered to be manufacturers' samples,
they carry the Presidential seal and other indicia of the White House.

cc: Phil Areeda
Bill Casselman
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THE WHITE HOUSE

WASHINGTON

October 25, 1974

Memorandum for: Phil Buchen
From: Dudley Chapmank’
When I mentioned this to Jerry Jones

he said send the nebe and then we can
discuss it, meno



THE WHITE HOUSE

WASHINGTON

October 25, 1974

MEMORANDUM FOR: JERRY JONES
FROM: PHIL BUCHEN

RNC payment for
mailings and entertainment

The question has been raised whether RNC funds should
be accepted to pay for any White House mailings or to
reimburse the cost of any entertainment in the White
House, I believe the prudent course would be to avoid
any use of RNC funds for these purposes.
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THE WHITE HOUSE

WASHINGTON

February 6, 1975

MEMORANDUM FOR: PHIL AREEDA -
FROM: 'DUDLEY CHAPMAN ﬂ&
SUBJECT: OLC Draft. Memorandum

on Political Funds-

I have a number of questions as to the validity of the criteria used
in this memorandum and their-adequacy for -answering the question
that we posed. o

1. 18 U.S.C. 603. The questions raised by this statute
are (1) what is a '"contribution' and (2) where is a contribution
"received' within the meaning of the statute?

(a) The question of what is a contribution includes
two sub-questions:

(i) Is there a distinction between primary donors
and subsequent "internal' transfers? I agree with OLC's con-
clusion that the law's intent should be limited to primary donors,
though the opinion might have provided more detailéd support from
the legislative history.

(ii) What kind of subsequéht transfers can be
said to be "internal' transfers rather than a new "contribution? "
OLC's criterion is whether the transfer has ''the effect of committing
the funds to a political cause to which they were not previously
unqualifiedly committed. " No authority or analysis is offered in
support of the '"political cause' criterion. Applying that criterion,
OLC would find no contribution in a transfer of funds from CREEP
to the White House, but could find one for a transfer from the RNC
to the White House, The reasoning is that the objectives of a

~




plausible to argue that funds donated to the RNC or DNC embrace
the entire range of Republican or Democratic objectives, including
those of a Republican or Democratic White House Teéspectively, .
so that such a transfer involves no commitment to a new political

Congress or for a state office, An example of a transfer from
one political cause to another could be 3 donation by Congressional

(iii) An alternative criterion would be the concept
of agency which the OLC memorandum considers only in the context
of the registration and reporting requirement, Ag applied under

and not a contribution, Under this criterion, funds pProvided by
the RNC, as well as a CREEP—type Committee, should fall outside
the scope of the statute,

(b) The second brincipal quéstion is to determine
the location at which funds are 'received" within the meaning of
the statute, This question would not even be reached if the answer

(i) oLcC advises that bills be referred to the RNC
rather than paid from the White House, It is, of Course, a further
defense to a charge that a "contribution' has been received in the
White House if no money is sent there, On the other hand, if
such a transfer would otherwise be a contribution, there remains
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receipt of a contribution, If, for eéxample, a political mailing from
the White House is paid for by a bill sent to the RNC, is this any
less a 'receipt' than if the check were written against a White
House account? The same question would be raised with respect .
to expenses for political entertainment at the White House and
distribution there of politically financed mementos,

(ii) OLGC's second alternative I find wholly o
unpersuasive. The draft states that --

"'If the RNC funds are accepted for
deposibt at RNGC headquarters, deposited. .
in a bank account, and checks and dis-
bursement from that account written _
in the White House, Section 603 would -
have no application, "

The apparent rationale is that the funds are never pPhysically present
in the White House. That paragraph then goes on to state that if this
approach is adopted -- :

"It would be essential to avoid any phone
call from the White House to the RNGC
regarding the funds which could be deemed
a 'solicitation, '" -

I do not see how the writing of checks within the White House could

be condoned if a phone call soliciting funds cannot be. More basically,
I question whether it is tenable to argue that there is no "receipt" at
the place where a check is written because the funds against which

the check is written are physically located elsewhere,

K
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For this reason, it is unavoidable that some White House
personnel will make decisions on the uses of political funds,
It may, therefore, be impossible to achieve the degree of
insulation implied by the last sentence on page 3 of the OLG
memo: "It is simply not a good idea to have White House
staff members disbursing political money, "
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2. Registration and reporting

(a) The critical question raised by the Federal Election
Campaign Act (P, 1., 92-225, 86 Stat. 3 (1972)) is what constitutes

a distinct political "committeat? Dependine on how broadis, or
b p =) /7

harrowly tha:t term ig construed, transfers of funds between people

transfer, or only with respect to transféers between cleariy
Separate and distinct entities, The statute defines the term
"'committee" differently in two different titles (Sections 201 and
301(d), including the word 'r\individual”“in, the former but not the
latter), Violatio_ns of the Act carry criminal sanctions; and the
formation of a committee involves a mymber of detailed organiza-
tional and other requirements that people would be unlikely to
observe if they did not have the conscicus intention to form a
committee. An interpretation of the Act that would lead to the

history does not answer specific questions, We are given no
description of what history there was and what inferences might
be drawn from it for purposes of analysiss What, for example,
was the purpose of defining a "committee! and prescribing its
organization in detail? Is there any connection to the practice

of proliferating "'committees' ag a means: of avoiding gift taxes
for political donors? If so, that would iraply a burpose to restrict
the concept of a Separate committee; and it would also show a lack
of purpose directed toward intragroup transfers, The memo offers
instead only "a reasonable interpretation' that is conducive to
proliferating the number of separate 'committees, "

(b) The statutory definition of a committee includes
two distinct ideas - - (i) The existence of some entity, which (ii)
acts to receive or spend political funds, The OLC analysis focuses
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almost exclusively on the latter, virtually eliminating any require-
ment that there be some meaningful entity, The analysis of the
second element also appears deficient in failing to distinguish
decisions on substantive Principles from those of detail and
implementation, Both confusions emerge in the following

criterion for determining the existence of distinct committees --

"where..,the White Hquse retains
complete discretion of the disposition

of the money,- and makes no accounting
concerning it,” the White House staff
would prob:;bly be regarded as a separate
political committee liable to registration
and reporting under the FECA."

implementation -- just as we do in appraising delegations of
legislative power? If the RNC decides, for example, to fund all
political mailings from the White House, or all political travels ,
of the President, or all political entertainment at the White House,
or distribution of political mementos at the White House, or political
entertainment by the President or White House personnel outside
the premises, or all of the above, cannot this be said to be the
RNC's decision? Is that conclusion changed by the fact that total
discretion to make each of the individual expenditures is exercised
within the White House? Does it make any difference whether that
discretion is exercised only within each of the various categories
described above, rather than generally as to all of them?

A Y
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"committee!" in terms of realistic entities, which leads to ali
sorts of anomalies, If staff member A draws on the funds for

a political mailing, staff member B draws on them to pay for a
political luncheon at the Hay Adams, and staff member C draws

on them to pay for Presidential travel for political purposes, while
staff members D through ZZZ have no.dealings with the funds at
all, which members (and their secretaries?) belong to a "political
committee, " and how many committees are there?

located there. The President'e political travels alone compel this
conclusion. The crucial question is therefore whether this means

solely on where the checks are written, -since the benefit will
accrue to persons in the White House as a result of decisions
made there., The place of "expenditure, " therefore, cannot be
located with assurance outside the White House, Rather, a con-
clusion that no Separate committee is involved must be based on

spent for a category or categories of uses by various people in the
White House. The fact that a variety of different people on the

reinforce the concept of agency to have the bills paid by the RNC,
rather than from an account within the White House, which appears
to be the most important advantage of suchan arrangement,

cc: Ken Lazarus





























