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In the Matter of
MUR 983

Republican National Comittee

CE RTIFICATION

I, Marjorie \J. Emmons, Secretary to the Federal Election

Ca mission, certify that on July 11, 1979, the Coirmission, meeting

in an executive session at which a quorum was present, determined by

a vote of 4-0 to close the file on MUTP. 983.

Commissioners Aikens, Friedersdorf, Harris, and McGarry voted

affirmatively for this determination; Ccrissioner Tiernan abstained

on the vote; Commissioner Thomson was not present at the time of the

vote.

Accordingly, the file on MUFR 983 has been closed.

Attest:

Date Uarjorie W. Enmons
Secretary to the Corrmission

BEFOR E FEDERAL ELECTICN COtSSICN
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r FEDERAL ELECTION COMMISSION

WAStINt( N, )( 2040

MEMORANDUM TO: CHARLES STEELE

FROM: MARJORIE W. EMMONS

DATE: JULY 9, 1979

SUBJECT: OBJECTION - MUR 983 - Addendum to First
General Counsel's Renort dated
July 3, 1979! Received in OCS
7-3-79, 4:53

The above-named document was circulated on a 48 hour

vote basis at 1100, July 5, 1979.

Commissioner Friedersdorf submitted an objection at

11:09, July 9, 1979, thereby placing MUR 983 on the

Executive Session Agenda for Wednesday, July 11, 1979.
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July 3, 1979

M'MORANDUM TO: '.arge Emmons

FROM, : Elissa T. Carr

SUBJECT: MUR 983

Please have the attached Addendum to the First CC

Report on '.UR 983 distributed to the Comiission on a

48 hour tally basis.

TLhank you.



BEFORE THE FEDERAL ELECTION COMMVISSION

In the Matter of )_
MUR 983 C=

Republican National Committee 
r

ADDENDUM _

TO FIRST GENERAL COUNSEL'S REPORT

Co,

On June 12, 1979, the Commission discussed the attached -

First General Counsel's Report and requested further comment

regarding 2 U.S.C. § 431(e) (5) (H). This section provides

that any gift, loan, advance, deposit, or other thing of

value given to a national or state party committee that is

specifically designated for defraying costs incurred with

respect to the building or purchase of an office facility is

not a contribution, although such must be reported. There

is little legislative history relevant to this section of

the Act; however, comments during the mark-up session indicate

that the sole purpose of this provision was to allow contribu-

tions to pay off the debt on the Republican headquarters.

Conference mark-up, 1976 FECA Amendments at 24 (remarks of

Representative Hays) (April 7, 1976) . There is no discussion

of an exemption concerning rental agreements.

Although this 1976 amendment to the Act exempts construction

or sale of office facilities and does not address rental

agreements, the Commission may want to consider its interpretation

of this provision, as a matter of policy, to encompass lease
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agreements. 1/ Inasumuch as the facts provide evidence of

a significant discrepancy between the RNC's rental payments

and the estimated fair market value, we recommend that this

matter be investigated as set out in the attached First

General Counsel's Report.

Recommendations

1. Find reason to believe that the Republicarn National
Committee violated 2 U.S.C. § 441b(a) by aitccepting
corporate contributions.

2. Find reason to believe that Capitol Hill Associates,
Inc., violated 2 U.S.C. § 441b(a) by making corporate
contributions to a political committee in connection
with Federal elections.

3. Send the attached letters

Date"

-t I1/i \

William C. (6l-ker
General Counsel

Attachment:

First General Counsel's Report
Letters (2)

1/ To interpret § 431(e) (5) (H) to include lease agreements
would require liberal construction in that a lease
agreement does not entail a transfer of property and
does not appear to come within the ambit of the plain
language of § 431e(5) (H).



FEDERAL ELECTION COMM*ION "'

FIRST GENERAL COUNSEI' REPORT

DATE AND TIME OF TRANSMITTAL 4 P 983BY OC TOCOMISSIN RNO. 983
BY OGC TO COMMISSION JU 4 1979 STAFF MEMBER(S)

D. Higgins

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

RESPONDENT'S NAME: Republican National Committee

RELEVANT STATUTE: 2 U.S.C. § 441b(a)

INTERNAL REPORTS CHECKED:

FEDERAL AGENCIES CHECKED:

This matter was referred to the Office of General Counsel onthe basis of findings made by the Audit Division during an ongoingaudit of the Republican National Committee and its affiliates.

SUMMARY OF ALLEGATIONS

That the Republican National Committee violated 2 U.S.C. S 441b(a)by knowingly accepting corporate contributions.
That Capitol Hill Associates, Inc., violated 2 U.S.C. § 441b(a)

by making corporate contributions to a political committee.

PRELIMINARY LEGAL ANALYSIS

During the audit of the Republican National Committee, ("theRNC"), the auditors determined that the RNC leased headquartersoffice space from Capitol Hill Associates, Inc., ("CHA") from July1970 through May 1978. In May of 1978, the RNC purchased theheadquarters building from CHA, a corporation organized in 1950 witha primary objective of constructing and leasing office buildings tothe RNC and affiliated organizations.
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The auditors noted that during the period from July 1972 to
September 1976, the RNC paid CHA an annual rent of $128,700
for 50,519 square feet of office space in their headquarters
building. In September of 1976, the rental charge was increased
$1,500 per month to an annual total of $146,700. Under the
terms of the rental agreement, the $1,500 monthly increased
rental payments were credited towards the RNC's eventual purchase
of the building. This credit was reflected in -the sales settlement
papers in May of 1978. Thus, the RNC effectively paid CHA annual
rent totaling $128,700 for the period July, 1972, to May, 1978.

The $128,700 annual rent for 50,519 square feet of office
space converts to a rental payment of $2.55 per square foot, with
the RNC paying its own operating expenses. The RNC cited a report
of an estimate prepared by a realty broker in December 1975
stating that the annual rent was "far below the current average rate
for comparable space in the Washington area." The estimate indicated
that comparable office space in the Capitol Hill area would rent
for $7.75 - $8.00 per square foot. (In that the RJNC paid its own
operating expenses, it is necessary to adjust that figure to reflect
an allowance for operating expenses. Using PNC's figures, the cost
per square foot would be reduced to $4.34 - $4.48 per annum).
Applying this rental rate to the 50,519 square feet of office space
in the RNC headquarters' building, the comparable annual rental
rate of an office in the Capitol Hill area would be between $219,200
and $226,300 per annum. Comparing this with the rent actually paid
by the RNC shows that the RNC may have benefited from its lease
arrangement with CHA by paying from $90,500 to $97,600 less than
full market value for its headquarters' office space.

LOCATION ESTIMATED RANGE OF ANNUAL RENT
minimum Maximum

Capitol Hill $219,200 $226,300
RNC Headquarters (128,700) (128,700)

Difference $ 90,500 $ 97,600

In that corporations are prohibited from making contributions
in connection with any election to Federal office and political
committees are prohibited from knowingly accepting a contribution
from any corporation, the benefit received by the RNC and the
apparent reduced rental agreement provided by CHA may have
resulted in violations of 2 U.S.C. § 441b(a).
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RECOMMEN DAT IONS

1. Find reason to believe that the Republican National Committee
violated 2 U.S.C. § 441b(a) by accepting corporate contributions.

2. Find reason to believe that Capitol Hill Associates, Inc.,
violated 2 U.S.C. § 441b(a) by making corporate contributions
to a political committee in connection with Federal elections.

3. Send the attached letters.

Date William C. Oldaker
General Counsel

Attachments:

Audit Referral
Letters (2)
Attachment I
Attachment II

M----



FEE " ~-.. - EECTION COMMISSION

132 ' N
- 20463

May 3, 1979

MEMORANDUM

TO --- :AKER

THROUGH : --- _,C B. POTTER
::RECTOR

FROM :- --cA/RICK HALTER/DAN BOYLE "

SUBJECT 7--_-.ANGEMENT BETWEEN THE REPUBLICAN
... 7'- COMMITTEE (RNC) AND CAPITOL HILL
- . _- S, INC. (CHA)

The Audi -_f- --.s recently completed the fieldwork of
an audit of tr -- -ee to Preserve the National Republican
Center ("the C -), an affiliated committee of the RNC.
The Committee d in June 1977 for the purpose of pur-
chasing the he---of the RNC located at 310 First Street,
S.E. in Washic-/ In May, 1978, the Committee, by means
of contributi -:- from various sources, loans from the
RNC, and the of a mortgage of $925,091.10, purchased
the headquart--. ng.

During th =  :'-rk, the Audit staff was able to determine
that, prior t- - hase of the headquarters building, the

I RNC leased the - - from CHA, a corporation organized in
1950 by a grou_ -7 principally of Republican members of the
U.S. Senate an" f Representatives. Since inception, the
primary objec- 'HA have been (1) to promote the creation
and developme:_ ___ub for Republicans from all parts of the
country, (2) -- --- - and lease to such club, once it became
established, -- =- 2nd facilities for club use, and (3) to
construct near -_1 office buildings to house the RNC and
affiliated or -_- s

In July "E. completion of the RNC headquarters building,
the RNC moved -w building. The construction of the

-"-Capitol Hill i -  ... Club") was completed in February 1972, at
which time thE -- _k occupancy. In October 1975, the Club

- .purchased the and building which it had occupied since
February 1972. - 1 did not purchase their headquarters and
property unti- -- :

(0 UDlO. 0

• • • i -
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The problem uncovered by the Audit staff during the audit
fieldwork involves the amount of rent paid by the RNC to CHA
during the period from July 1970 to May 1978. From July 1970 to
June 1972, a rental agreement between RNC and CHA was in effect
which provided for the RNC to pay a rental amount ($230,000 per
annum) which included all operating expenses of the building. In
July 1972, the RNC exercised an option in their lease agreement

.to pay all operating expenses directly, thereby reducing the annual
rent to $128,700, a reduction of 44%. 1/ According to a CHA
statement dated March 24, 1978, the RNC continued to pay this
amount until September 1976, when the rent was increased $1,500
per month or to $146,700 annually. It should be noted that the
RNC was to be given full credit ($1,500/month) toward the eventual
purchase of the building for each month that the RNC paid the
rent increase. The settlement papers on the purchase indicated
a $31,500 credit toward the purchase price of the building, which
represents the increased rental payment from September 1976 to
May 1978, a period of twenty-one months, Therefore, due to
the fact that the RNC received full credit for each month
that it paid the $1,500/month increase, the increase will not
be considered as part of the annual rental payment in calcula-
tions performed later in this memo.

According to Section 441b(a) of the Act, corporations are
prohibited from making a contribution in connection with anyelection to Federal office and political committees are prohibited
from knowingly accepting a contribution from any corporation.

1/ This percentage is based solely on the reduction of rent as
agreed to by CHA and the RNC. It has, in no way, been verified
to actual cost of operating expenses because the reduction
occurred in 1972, for which no records were available for
review.
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In a memorandum to the RNC chairman dated December 2, 1975
from an unidentified source at CHA which concerns itself with
the fair rental value of the RNC headquarters, it is pointed
out that rental values for comparable properties in Washington
are substantially higher. For the period from January 1976 to
May 1978 according to the terms of the lease agreement, the RNC
paid $128,700 per annum 2/ for 50,519 square feet of office space
in the headquarters building. This converts to a rental payment
of $2.55 per square foot, with the RNC paying the operating expenses.
In the Capitol Hill area, the memo indicated that comparable office
space would rent for $7.75-$8.00 per square foot. 3/ This rate,
however, includes operating expenses, therefore an adjustment must
be made to eliminate operating expenses from this rental estimate.
Using the adjustment (a reduction of 44%) made by CHA when RNC
exercised the option to assume the operating expenses, the rental
value estimate for the Capitol Hill area is $4.34-4.48/sq. ft.
In order to calculate on an annual basis the amount RNC benefits
from their apparent less than normal rental charge, it is necessary
to apply the square footage contained in the RNC headquarters.
According to the aforementioned memorandum to the RNC chairman,
the architect's estimate of square footage in the RNC headquarters
building is 50,519 sq. ft. Applying this square footage to the
above space in the Capitol Hill area the comparable annual rent
for this area would be $219,200 - 226,300. In comparing this
annual rental estimate to the annual rent of the RNC headquarters
($128,700), it is obvious that the RNC benefited from the lease
arrangement with CHA as follows:

LOCATION ESTIMATED RANGE OF ANNUAL RENT

Minimum Maximum

Capitol Hill $219,200 $226,300

RNC Headquarters (128,700) (128,700)

Difference $ 90,.500 $ 97,600

2/ As mentioned before on page 2 of this memo, the $1,500/month
increase (or $18,000/year) is not considered as rent, therefore
is not included in these calculations.

- 3/ These figures represent the estimate of an independent realty
brokerage firm in Washington, namely Julien J. Studley, Inc.
The memo also indicates a comparison with rental property
values in the K Street-Connecticut Avenue corridor. The
realty brokerage firm estimates the rental value for this
location @ $8.50-9.50 per square foot, which also includes
all operating expenses.
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Therefore, it is the conclusion of the Audit staff that the
amount of rent apparently paid by the RNC from January 1976 to
May 1978 was less than the normal charge for comparable office
space. Further, the Audit staff is of the opinion that the money
saved by the RNC, due to this lease arrangement with CHA, which
is a corporation, could conceivable have been used by the RNC to
support federal candidates, in violation of Section 441b(a) of
the Act.

The Audit staff recommends that this matter be reviewed by
OGC and considered as a possible MUR. If you have any questions
regarding this matter, please contact either Russ Bruner or
Dan Boyle at extension 3-4155.

Auditor's Note:

The Audit staff is currently engaged in the fieldwork
of the audit of the RNC-Expenditure Committee. Verification of
rental payments by the RNC to CHA will be performed by a review
of the cancelled checks and appropriate documentation from
January, 1976 through May, 1978.



ATTACHMEIT 1

" The Dvi D. Eisenhover Ntional RquaUican Center

Decemrber 2, .975

:;n lD-6911h1 1). Esonhooal'r-%

,.".X31ory C %lrs l m~

.,9etI- 1'59

?eoLWtC N. D3nforlh I
T.i' en or *,. e 1..ra'd

Ld L Dixon

, EMDJRPNDU, " FOR: Nrs. Nary Louise Snith
Chairman
The Pepublican Nationai Connttee

RE: The Republican ,National Co:mittee Building

Ba c1,r o u 1 d:

C3pitol Hill Associates, Inc. was organized pr~m-rily
(1) to promote the creation and deveIopment of a Club for Rpublic ns
from all parts of the Country, (2) to ac'uire nId -ase to the Clu:b

property and facilities for its use, ,and (3) to consr'_'uct near the Club
office buildingjs to hous,:? tIe Republican Na-tiCnal Co-T.ittcc and affiLiated
organizations. The Comn3ny was inst-ue:ntal iIL the fondin of the
Capitol Hill Club and in the acquisition of property for the Club to use.

In 1967 Associates offered its sicrk for sale to zhe public and tc pro--
cepds of. that fairly successful offering along ,ith scveral co1 . ec~w1
loans nade it possible for A ssociates to ccns-truct t.le Esenhow'.e)- Nati;onal
Reublican Center. With the corzDeticn of t-h Club builo ing in 1972.
the Conrpany's initial objectives were for tChe most part accomplished.

Rental paynents from the Club and Comnittee buildings
have in recent years been the Coinpany's only source of incoMe. Since
1972 hhe .the Comittee began renting its building on a net !_ase basis,
the Club lease has provided the Comiany's only oeyating funds. On
October 1O 1975 the Club purchased its building from Associates. The
ConP;mv now has no sic-nJificCint source of conti-u~ng income, ,nd as a
result, the Board of Directors h;as concluded that o a void a v;as.J.ng cf
corporate as setsI the Co,-,ruany must att:, pt to Sel its rCmaininA pn.r,)I ty
the Comittee building. It is ai~icimatcd that Associates would, upon
selling the Committee buildin., iiu~ date the Co\;,-I:ny and distribute
the proceeds of the sale to its share]olders.

.... * .... 310 F*: l sirst o , 5. E., V,'oi ' ; - ,c, . , D. C. 2 ';C," F[or, ^2 2) 434-,--47

* - ~ ~ .



1.lc_,ra3:-ndur for lirs . Strith

The RNC lease, as amenced, grants the Co'mlittee the

option to purchasc the land and bui lding at a price equal to "the un-
depreciated cost of the land and building (imc]t1GiWng in such cost
real estate tax:<es and other carrying chargcs on the land prior to
completion of construction of the builwdg, together -ith annual
interest on constrIuc tion costs during the period of cons truction at
a rate per annum Lilat is' one pepoc(Pt a C n int ;Above the pri..ne rate)".

The t>%coumntants for .ssociatcs roe ontly ' ti.a ted 1Ih, ad-justed cost
of the land and building to bc $3 ,550, 990. The option in th lease
prov),ics for a payment of at least 20,§0 of the option price in cash
wijth ihe balance to be seccured by a 20 ycair nortc{ace with interest
,at 6. The property is at the present -ine subject to a mortgage
to the Travelers Insurance Company. -he accountants report that as
o % ',vember 171975 the balance due on the mort Le was approiately

$1 ,0181,cOO.

h use Off ce Buildinq Comissi on A,-,e"r oDCI4t:

Associates was, in order to obtalin the necessary

:overne.ntal conscnt to pe2mi.it construction of the Club and Comittee
buildings, required to execute an agreement V':ith the House OiCoe
11uilding Comissi'n. Tle agreent, as a;m.ended, erants to the
Cove, r i iTi-,net the rioht of first refusal in the event of a proposed sale
of the Committee buildina to any ptarty other than the Republican

National Comittee. The pur:chase price under the acreement is the
lesser of (a) the actual cost of the land plus the cost of improving
the land, namely zoning, construction and other improvement costs as
yell as real estate ta>:es prior to completion of original construction
or (b) the fair market value as deternined by appraisal. Provisions
of the grcement have been recorded among the land records of the
District of Columbia, and by the ter-ms of the agr-eent, the right

of first refusal also applies to any proposed sale by a future pur-
chaser. In viec, of the critical shortage of ]ouse Office space as
is evident fro; recent moves to haVe the ouse occupy the new .adison
Library, there seems Lo be little CoJiot th t the Govcrlnment would
exercise its ricbt of first refusal if the CoT-;n., ittee building were
offcred for sale.

Present Value of the Promer__ :

Arc-itects' a a:?sal: Associ tes recently rejucsted

Chaelain, Sa ic -rLon and ol an, the oriinal architects of the Com.,ittee
building to cstimate th)e cost of reproducing the c-:isting facilities

in the same general Capitol Hill area. '-,he architects est ima.te that it
v~ol , d cost ap,2o:.L, tely $2,500 ?:<- to bu5 ld the Cov:mittee building today



-leCMo,.7r-Qlni to Mrs. Smith

(Te low 1)1c siwdnittd by the Geore Jynn Constructi Co:rq.,nr, in1969 %as $ s1190,000) Te prsnt valuhe o land, eSt et by hcarch3;tects o be $ 503,500, ;nus: then be added to the cost of tebuilding to ceterinc, the total cost of a4pr ;i .at0 y $3, 43,500 o
reproduce the existing )-C facilities. The tircb.e: have in the0process of preparin g th] s Cst7 .a e c-vi seci Assoc,1), t:. hat the building cont ins 50 , 519 stuhee f et of pace and t at te J ard c v ers an ara
of 14,300 sqlla(e feet.

. - -- - .r LI. Dcrne :,. T .973 the F NC
comissioned Joseph L. Donn elly to provide a professi onal 'ppr'aisalof tbe fair Lazrket value of the r'ropery>OC, oupie- by the Confittee.By letter dated October 16, 1973, .r. Donnelly a36vised the RNO that*,i estinatrLe the value of the property to be $1,500,000. hisappraisal did not include the Zdj°r;ninq) parhz-ra "lotf which I,; s n arceparate le[tr (3ated October 16, eStimated to have a f-air marketvalue of $195,000.

The appraisvrs onpiov, d by the RNC pro%ided ficureson several different rethods of appraising the property (e>-cluding teparking lot) as follows:

Cost Apy:oach
(lan sales -
average $37.50 / sq.

Xncone Approach - Property
Residual 1Method
(Rcntal rates
$3.50 / sq. ft. for the
upper floors
$3.00 / sq. ft. for
basement T,,,o - and
$25.00 / io. for the
18 parking spaces in
baseient One

arket Approach(Building sale - flveraoe
$30.00 / __ f..

$ l,64500

$ 1,354,736

$z, -oo Doo

;e £o~elly fiulires are based on ap o>;nXat- oJy 2S40 so ft. o'f rental. in the uk;er floors, 8,000 sc. ft of C- C n tT 'O, and 000 st. of ga-age ande space area in b snent One.
:t should be noted that this ,ppraial is slio.:tlyover tvwo years old and real estate prices have risen zatically si nce

October 1975,. Ch;ate] in, San .rton- a-nd Noan~ x:sed $49.4 per sq. ft.
ir) calculating the curre-nt buid-n39 cost and 5 per sq. ft. incstij 3 ting the value of the land.
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Washington Pental "-

Associates has, on an Undisclosed basis, rec'Antly contacted
the realty brokerage firm of Julien J. Studley, Inc. to obtain generalinfori-ation concerning the existing rental market in downto.m ', ashington.
Office space in the very desirable K Street -ConnecliclIt corri;or is
curr(-nitly renting at from $8.50 to $9.50 per sq. ft. Ms Barbara L. Pryor
Vice President of Julien J. Studley, Inc. advises that future rental may beexpected to be at least 5% higher each year as a result of rapidly increas-ing operating e-penses. The current rental term for space in a new buildingis at least five years and ten years is comnmon for rental, of 30),&00 sq. ft.
or more.

Adequate alternate office rental space in the Capilol Pill area
does not appear to be available. The ncw building at 400 North Capitol Stretwill hve a total of 560,000 sq. ft. for rent, but according to mrs. Pryor,the construction spe- icfitions contcnplate fC1ll occupancy by a laroe govern-raent ac! ncy. Construction specifications in the Committee building meet the'nore (1sirable coT. ,mercial standarcs found in the K Street - Connecticut Avent,earea. Rental rates for 400 North Capitol Avenue, nevertheless, are expected
to be in the $7.75 to $8.00 range.

• .ent under thl current RNC lease is $128,700 per year. Based on
the architects figure of 50,519 sq. ft. of building space, the Committee ispaying less than $2.50 por-t'. and this does not include use of the
parking lot adjoining the building.

Since \Washinnton office space is generally rented with full services
provide d, some adjustment should be made to reflect the fact that the NC
has under the terms of the lease agreed to assume the operational e>pe, s ofthe building. Th1)e rent as adjusted will, nevertheless, clearly be far blow
the cur:rt a-erne rate for coimarable space in te Washinoon area,

Conc I us iorne. -

Under the eXisting lease the Committee building does njot providethe funds necessary for Associates to continue to meet its corporate ob-ligations. -ith the sale of the Club building, a sale of the Committee
property and liquidation of Associates appears desirable. By purchasing
the property the RNC can insure the pern3nent use of its excellent facilities.A sale of the Comittee building to the RNC at a mutually agreeable price
would be highly beneficial to both parties.

T1he sup-porting materials from accountants, architects and other
sources are available for Committee use if desired.

0



* A'PACHMENT 2

" ITOL HILL ASSOCIATES. IN #
310 First Street. S. E.

Washington, 1). C. 20003

March 24, 1978

To the Holders of Class A Common Stock (Voting Stock)
and Class B Common Stock (Non-Voting Stock)

Capitol Hill Associates, Inc. has entered into a Purchase Agreement to sell, subject to approval
of the Class A voting stockholders, its remaining property to the Republican National Committee.
The Purchase Agreement is part of a Plan of Complete Liquidation and Diss01,ti tn under which the
Company, subject to the approval of the Class A stockholders, would sell its! property to the Com-
mittee, make distributions inl liquidation to the holders of Class A Common Stt)ck and Class B Com-
iion stock-, pro rata, without distinction as to class, and then dissolve.

The proposed Plan of Liquidation has been considered and approved by your Board of Directors
who believe it to be in the best interest of all stockholders. You are therefore urged to study the
enclosed materials carefully so as to make your own determination as to the advisability of the
dis,,solution of the Company.

As noted in the enclosed proxy statncnt, mananinement estimates that, if the Company is
dissolved, each Class A and Class B stokholdcr should receive an aegregate of approximately $55.00
per share as a cash liquidating distribution. Such estimate assumes a favorable tax ruling from the
Internal Revenue Service and is further based on other assumptions and conditions set forth in the
proxy statement.

Enclosed with this letter is a notice of a special meeting of the Class A stockholders, proxy
statement with appropriate exhibits and proxy card. The principal matters to be considered at the
meeting are the sale of the Company's property, the liquidation and dissolution of the Company, and
related matters. Affirmative votes representing at least a majority of the Class A Stock are required
for approval of the sale and adoption of the Plan of Liquidation. I would appreciate your signing
the proxy card and returning it as soon as possible. Even though you may own only a few shares,
your vote is important.

Copies of the material sent to the Class A stockholders are being sent to the Class B stockholders.

Very truly yours,

FRFD L. DIxoN t
!'r.s ident

i
p



iUSINSi.,S OF THE COiPANy
.. sociafes was organized under the laws of Delaware in 1950 with the primary ob'ectives ofgrornoting the creation and developmenat of a club in the Distri I u om"'11 Uarts of the countr, and of consrulil,, arid lcasing officc buildines near the club to the RepublicanNational Committee and affiliated or.iniz;ations. Two of the three buildings originally contemplatedwere constructed and are the site of the DvwJht D. Eisenhower National Republican Center whichwas dedicated in January 1972. In October 1975, Associates sold to the Capitol 11111 Club ("Club")the lot and building occupied by the Club. The sole remaining asset of the Company is the buildingand lot now rented by the Republican National Committee under a net lease arrangement.

For further information concerrinbr- the sale of the propery to the Club and the Company'sbusiness and present property, wee ltI', 1. JHu,'icss in the 1977 Annual Report annexed hereto.

FIN'N.NCIAL STATiENIN'S
Audited financial statements of the (Company, consisting of Balance Sheets at January 31, 1977and 1978, Statements of Income and Ce jined Earungs for the ye ars ended January 31, 1976, 1977and 197S and related Statcrents of (."h'owcs in Financial Position, Notes to the Financial Statements,and supplementary Schedules are contll'tilted in the 1977 Annuil Report. An unaudited Suinmary ofEarnings (Loss) for the last five fiscal ycirs is also contajined in the 1977 Annual Report.

PIROPO.SEI) LlQ{!)ATION' ANT) DISSOLUTION
Reasons for Proposed Liqi ;itih on

As noted above, Associates was or.ani edtprimtrily to promote the creation and developmentof a club in the District of Columbia for Republicans, to construct and lease to such club a facilityfor its use and to construct a-ind lease offlce buildings near the club to the Republican National Com-maittee ("RNC") and ifillilted ore /i ions. The Company has therefore never been operated as acommercial enterprise in the usual scnse.
In the hope of raising construction funds, Associates in 1967 offered its Class B Common Stock(Non-Voting Stock) for sale to the public. The initial efforts were fairly successful arid the RNC andCapitol Hill Club buildings were financed in part by the public offering hut primarily by several loansfrom the Travelers Insurance Company. Management hoped that continued sales of the Class B stockwould furnish proceeds to reduce the outstandino mortgages on the property. Such sales lagged how-ever, and in 1974 the Board reluctantly concluded that the public offering should be terminated.
Rental payments from the leases with the Club and the RNC were for a number of years theCompany's only source of income-inconle which was offset by the interest expenses and amoritizationof the Company's debt. Primarily because of these expenses and depreciation charges, Associates hashad operating losses in all but two of the last ten y"ears. Fo'r the fiscal year ending January 31, 1976,the Company had'earnings due to an extraordinary gain a's a result of the sale to the Club of thebuilding and lot rented by the Club. For the most recent fiscal year, Associates showed a small profitprimarily due to an increase in the rental payments made by, the RNC.

Since the sale of the Club property in October 1975, the sole asset of the Company has beenthe land and building now rented by the RNC. Such property is rented, however, on a net lease basisand consequently provides little operating income to the Company. Further, the Company's indebted-ness to Travelers (secured by the land and building rented to the RNC) matures in July, 1980 atwhich time a balloon payment of approximately S831,500 is due. Unless the indebtedness could berefinanced, Associates would be in defa-ult on the debt at that time. For th...se reasons and the factthat the constructionl of the RNC aind Club bnti iII ns have for the nst p-ir, ar-connlipshed the principalinitial objectives of the Company, the Bard of Directors corcluded some time asto that a sale of itsremaining property to the RNC and subsequent liqUidation and dissolution of the Company would bedes ira bI e.



-'P.n mliarN of Proposed Liquidatlm

The Board of Directors of 01tupi, 1 i ,ii - on Jantiarv 30. , approved proposals
to liquidate and dissolve the C anv. \t ,.it h ,i i ,'tinl the l rd ap r Wi lan of Complete

Liquidation and Dissolution (liquid(ionl'lui ) and of a Purchase Aerec mclt poiidine for the sale
of the Cuompany's remaining prop.ertv to tin' I.:s( inr certain conditions. Th tlard also directed
that the Liquidation Plan and Pno hise..\ ,ict-nut he suh-itIlted for adoption ;nd approval to the
Class A stockholders of the Con ri iv it a iii' to n h cal) d for that purpose. The following is a

summary of the terms of and traMlius ci ]]'Inj cd by the I iqulat1:ion Plan, the Puirchase Agree-III It ;I l a te; ICd doc1 Tnents. A (',.i., tte iijiid .iiu lan i aune.ed hereto as Exhibit II; a copy

of tIe l'ulcitscr Aelllmnt is filied hiceltItl Is ;tm lncuL'lt A to the Liquidation Plan. '[he summary
is (it;iilificd hy reference to such di , ut i. s.

Termns of St:le. The proposed luilit li in of the C~inip;iny is bascd upon the ale of tile Com-
paiy's remaini ng assets to the RN(' pu r ,lia I() a -i rchase Agrecment dated lebruary 24, 1978
between the Cotnpan and the RNC, ;is ii id ("!'uicha,,c A e re'itnt'"). As",uini a sale in April,
1978, the purchaise price for such iYis(its will Ie :illilrixiiuatcly $1.521.(00, dCter.incd as follows.

On Feb+ruarv 14, 196SR, .Asi'ciati's; nil the RN( ' ltcred i t( a lease ant.rsinetit rcardin,, rental
bV the RNC for a term of 2'() vc'ars of al hillii:. ti hc ci'srtctlo') ;11(1 c i iiuiicdt by Associates
within 30 months of the date of th ilcse. (i[li I'-NC ti) ,k occtap~irtcv in July, I110). Pursuant to
the tritis of the aqirecmcnt, the RN(' was ,,ra ited tie opt ion it any time during tit, term of the lease
to on )tease the building and iindetIvius. lattd to he leased liv the RNC, the purcimase price to be the
knadc!.r ciatcd cost, as defined, if stclh 1,tipcytv. Stich cost is atpproximatel y S1,4 3. .( . In Seotem-
ber 1)76. the lease aercecmncit ssas revised to Iucrcase the monthlv rental b)' S1,500, and to provide
that the purchase price To the RN(' for the pr,0p.rts would be reduced by the sum of S1500 times the
number o17 1ont hs that elawse hwieti Se.t.ihr 1. 197( aInd the exercise 1Y The RNC of its option.
The puchase price of an adjoining -irkmi,. lot hcin , lcased by the RNC is also lhe undepreciated cost
of such land --approximately $117.))). 'lus t12'-.rc',te njdcpreci; cd cost of the building and Iland now being rcntcd by the RNC is ;pproxiipf Lil S1,551.(1() re.uced by the sum of approximately

$301100, resulting in a purchasc price to the RNC of approximately SI,521,000.

"I'hc pr, p-rty is stbjec to a first ni ir! I;Ic in , i h im; iflt of ac -'pro\inatelv 5937 .(10 as of March
I. 1178, ssthich mortgange the lender, 'Uraivelers Insurance Contpanv., has antced may be assumed by
ilte RNC inI whole or inI part. Tras elcrs has iso a.rcad that at such time as title to the property passes
to !1(t, RNC and yN(' either pays in full the not a,-e or assumCs the ito!" ,ac and continues the

first hil on the property then .\-, -ociatc, is rclic-\Ld Of 'all hi i :t io.0ns to I-ras ci rs.

Unier the ternis of the Purchase AN,rc-mcttt. the sale to- the RN(' is subject to the conditions,
anione others, (I) that the \ otitte stock holdcrs of Asociates shall have appro,,cd the Liquidation
Platn and Purchase Agreement at a meeting called for those purposes, (2) that the Company shall I
ha\c obtained a ruling from the Internal Revcnue SCrvice satisfactory to counsel that the Company,
under Section 337 of the Internal Revenue Code. will not rcco,,ni/e a Lain in connection with the
sale of the property, that stockholders, under Section 331 of the Code. \il realize capital gain or loss
uport receipt of liquid at in g distributions, and (c) that the RNC shall have obtained by the date of
purchase the sum of at least S600,000 to be applied toward the purchase price of the property. Man-
acucnt of Associates has no reason to believe That these or other conditions of the Purchase Agreement
will not be satisfied. However, if for any reason the sale is not consummated, the Board of Directors
has the right to abandon the Liquidation Plan.

Dissolution Procedures. In the event the iquia-,tion Plait and Purcthase Agremcrent are approved
at the meeting of the Class A stockholders, and assuming receipt of a favorable tax ruling, it is
anticipated that the Company would sell its remaini, assets to the RNC vithin two weeks of the

meeting and shortly thCreafter file a cCrtiflicae of di, ,oltiiot with the State of Delaware. Upon such
certificate hccoiing effective, the Cmparpny is di', cd atd thlct ea:-lfter continues for a period of three (

ycars a body corporate for the purposes of mn;,iniug a liqiiidati ng staLus and closine down the ""
business of the Company, including the defense or prosecution of claims or suits, discharge of debts
and liquidation e.penses and the pavtent of liqauidat itln distributions to st ickhoiders. Thus, manage-

niant, once the1 d'scOution c.rti leate is effecti c, ',,ill tkeoiilv ti,ch action as is ncccsarv' or appro-

FIRM



FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 2046

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Robert Carter
Treasurer
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

Re: MUR 983

Dear Mr. Carter:

This letter is to notify you that on the basis of
information ascertained in the normal course of carrying
out its supervisory responsibilities, the Federal Election
Commission has determined that it has reason to believe
that your Committee has violated the Federal Election
Campaign Act, as amended (the "Act"), by leasing office
space from Capitol Hill Associates, Inc. (CHA, Inc.) at
a rental rate substantially less than full market value
from May 1976 to May 1978 resulting in a possibly illegal
receipt of a corporate contribution from CHA, Inc.

Under 2 U.S.C. § 441b(a), political committees are
prohibited from knowingly accepting contributions from
corporations.

Upon making a determination that there is reason to
believe that a violation has occurred, the Commission is
required to make an investigation and to afford your
Committee a reasonable opportunity to demonstrate that
no action should be taken. As part of this process,
please submit, within 10 days of receipt of this letter,
any factual or legal materials which you deem relevant
to the Commission's investigation of this matter.

,/o



2

This letter will remain confidential in accordance
with 2 U.S.C. S 437g(a)(3) unless you state to the
Commission in writing that you wish the investigation
to be made public. The staff member assigned to this
matter is Dan Higgins, who can be reached at (202)
523-4166.

Sincerely,

William C. Oldaker
General Counsel

M--- M-- -- M



FEDERAL ELECTION COMMISSION

1125 K SIR1I N.W.
WASHI\,,GION,D.C. 2046

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Fred L. Dixon
President
Capitol Hill Associates, Inc.
310 First Street, S.E.
Washington, D.C. 20003

Re: MUR 983

Dear Mr. Dixon:

This letter is to inform you that on the basis of
information ascertained in the normal course of carrying
out its supervisory responsibilities, the Federal Election
Commission has determined that it has reason to believe
that Capitol Hill Associates, Inc., has violated the
Federal Election Campaign Act, as amended (the "Act"),
by leasing office space to the Republican National Com-

mittee ("RNC") for substantially less than full market
value from May 1976 to May 1978, resulting in a possible
illegal corporate contribution to the RNC. Under 2 U.S.C.

§ 441b(a), corporations are prohibited from making contribu-

tions in connection with any election to federal office.

Upon making a determination that there is reason to
believe that a violation has occurred, the Commission is
required to make an investigation and to afford you a

reasonable opportunity to demonstrate that no action should

be taken. As part of this process, please submit within

10 days of receipt of this letter any factual or legal
materials which you deem relevant to the Commission's
investigation of this matter.

4; " *)1 "

/
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This letter will remain confidential in accordance
with 2 U.S.C. S 437g(a)(3) unless you state to the
Commission in writing that you wish the investigation
to be made public. The staff member assigned to this
matter is Dan Higgins, who can be reached at (202)
523-4166.

Sincerely,

William C. Oldaker
General Counsel

cc: Robert Carter, Treasurer
Republican National Committee



ir i FEDERAI I LECTION COMMISSION
A INI )( 20Th 2

MEMOANDU" T" CHARLES STEELE u) -

PROM! MAPY)PIF T4. E]1jMO'NS 11
DATE: JUIE 7, 1979

SUBJECT: OBJECTION - MUR 983 - Frist Geneneral Counsel's
Report dated 6-4-7q! Received in
OCS 6-4-79, 4:18

The above-named document was circulated on a 48

hour vote basis at 11:00, June 5, 1979.

Commissioner Thomson submitted an objection at 4:37,

June 6, 1979, thereby placing MAUR 993 on the Executive

Session Agenda for Tune 12, 1979.



June 4, 1979

ML-MORA4DUM TO: Marge rimmons

FROM: 1lissa T. Garr

SUBJECT: MWR 983

Please have the attached First General Counsel's

Report on MUR 983 distributed to the Conunission on a

48 hour tally basis.

Thank you.

M-



0 FEDERAL ELECTION COMM 9 SION

FIRST GENERAL COUNSEL'S REPORT

DATE AND TIME OF TRANSMITTAL
BY OGC TO COMMISSION _U[ 4 J970

SOURCE OF MUR:

RESPONDENT' S NAME:

RELEVANT STATUTE:

LI It
1 NO. 983

STAFF MEMBER(S)

D. Higgins

INTERNALLY GENERATED

Republican National Committee

2 U.S.C. § 441b(a)

IN'I-]:;RNAL REPORTS ClIECKED:

§VKJfl iTAC NCr IT).S CHICED.'

This matter was referred to the Office of General Counsel onthe basis of findings made by the Audit Division during an ongoingaudit of the Republican National Committee and its affiliates.,

SUMMARY OF ALLEGATIONS

That the Republican National Committee violated 2 U.S.C. § 441b(a)by knowingly accepting corporate contributions.
That Capitol Hill Associates, Inc., violated 2 U.S.C. ; 441b(a)

by making corporate contributions to a political committee.

PRELIMINARY LEGAL ANALYSIS

During the audit of the Republican National Committee, ("theRNC"), the auditors determined that the RNC leased headquartersoffice space from Capitol Hill Associates, Inc., ("CHA") from July1970 through May 1978. In May of 1978, the RNC purchased theheadquarters building from CHA, a corporation organized in 1950 witha primary objective of constructing and leasing office buildings tothe RNC and affiliated organizations.
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The auditors noted that during the period from July 1972 to
September 1976, the RNC paid CHA an annual rent of $128,700
for 50,519 square feet of office space in their headquarters
building. In September of 1976, the rental charge was increased
$1,500 per month to an annual total of $146,700. Under the
terms of the rental agreement, the $1,500 monthly increased
rental payments were credited towards the RNC's eventual purchase
of the building. This credit was reflected in the sales settlement
papers in May of 1978. Thus, the RNC effectively paid CHA annual
rent totaling $128,700 for the period July, 1972, to May, 1978.

The $128,700 annual rent for 50,519 square feet of office
space converts to a rental payment of $2.55 per square foot, with
the RNC paying its own operating expenses. The RNC cited a report
of an estimate prepared by a realty broker in December 1975
stating that the annual rent was "far below the current average rate
for comparable space in the Washington area." The estimate indicated
that comparable office space in the Capitol Hill area would rent
for $7.75 - $8.00 per square foot. (In that the RNC paid its own
operating expenses, it is necessary to adjust that figure to reflect
an allowance for operating expenses. Using RNC's figures, the cost
per square foot would be reduced to $4.34 - $4.48 per annum).
Applying this rental rate to the 50,519 square feet of office space
in the RNC headquarters' building, the comparable annual rental
rate of an office in the Capitol Hill area would be between $219,200
and $226,300 per annum. Comparing this with the rent actually paid
by the RNC shows that the RNC may have benefited from its lease
arrangement with CHA by paying from $90,500 to $97,600 less than
full market value for its headquarters' office space.

LOCATION ESTIMATED RANGE OF ANNUAL RENT
Minimum Maximum

Capitol Hill $219,200 $226,300
RNC Headquarters (128,700) (128,700)

Difference $ 90,500 $ 97,600

In that corporations are prohibited from making contributions
in connection with any election to Federal office and political
committees are prohibited from knowingly accepting a contribution
from any corporation, the benefit received by the RNC and the
apparent reduced rental agreement provided by CHA may have
resulted in violations of 2 U.S.C. § 441b(a).
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RECOMMENDATIONS

1. Find reason to believe that the Republican National Committee
violated 2 U.S.C. § 441b(a) by accepting corporate contributions.

2. Find reason to believe that Capitol Hill Associates, Inc.,
violated 2 U.S.C. § 441b(a) by making corporate contributions
to a political committee in connection with Federal elections.

3. Send the attached letters.

Date William C. Oldaker
General Counsel

Attachments:

Audit Referral
Letters (2)
Attachment I
Attachment II
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FEDERAL. ELECTION COMMISSION

I25 k SIR , N.W.
WASHIN(; IONI.. 2046

May 3, 1979

MEMORANDUM

TO BILL OLDAKER

THROUGH: ORLANDO B. POTTER
STAFF DIRECTOR

FROM COSTA/RICK HALTER/DAN BOYLE ' "

SUBJECT LEASE ARRANGEMENT BETWEEN THE REPUBLICAN
NATIONAL COMMITTEE (RNC) AND CAPITOL HILL
ASSOCIATES, INC. (CHA)

The Audit staff has recently completed the fieldwork of
an audit of the Committee to Preserve the National Republican
Center ("the Committee"), an affiliated committee of the P.NC.
The Committee was formed in June 1977 for the purpose of pur-
chasing the headquarters of the RNC located at 310 First Street,
S.E. in Washington, D.C. In May, 1978, the Committee, by means
of contributions raised from various sources, loans from the
RNC, and the assumption of a mortgage of $925,091.10, purchased
the headquarters building.

During the fieldwork, the Audit staff was able to determine
that, prior to the purchase of the headquarters building, the
RNC leased the building from CHA, a corporation organized in
1950 by a group made up principally of Republican members of the
U.S. Senate and House of Representatives. Since inception, the
primary objectives of CHA have been (1) to promote the creation
and development of a club for Republicans from all parts of the
country, (2) to acquire and lease to such club, once it became
established, property and facilities for club use, and (3) to
construct near the club, office buildings to house the RNC and
affiliated organizations.

In July 1970, upon completion of the RNC headquarters building,
the RNC moved to the new building. The construction of the
Capitol Hill Club ("the Club") was completed in February 1972, at
which time the Club took occupancy. In October 1975, the Club
purchased the property and building which it had occupied since
February 1972. The RNC did not purchase their headauarters and
property until May 1978.
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The problem uncovered by the Audit staff during the audit
fieldwork involves the amount of rent paid by the RNC to CHA
during the period from July 1970 to May 1978. Prom July 1970 to
June 1972, a rental agreement between RNC and CIIA was in effect
which provided for the RNC to pay a rental amount ($230,000 per
annum) which included all operating expenses of the building. In
July 1972, the RNC exercised an option in their lease agreement
to pay all operating expenses directly, thereby reducing the annual
rent to $128,700, a reduction of 44%. 1/ According to a CHA
statement dated March 24, 1978, the RNC continued to pay this
amount until September 1976, when the rent was increased $1,500
per month or to $146,700 annually. It should be noted that the
RNC was to be given full credit ($1,500/month) toward the eventual
purchase of the building for each month that the RNC paid the
rent increase. The settlement papers on the purchase indicated
a $31,500 credit toward the purchase price of the building, which
represents the increased rental payment from September 1976 to
May 1978, a period of twenty-one months. Therefore, due to
the fact that the RNC received full credit for each month
that it paid the $1,500/month increase, the increase will not
be considered as part of the annual rental payment in calcula-
tions performed later in this memo.

According to Section 441b(a) of the Act, corporations are
prohibited from making a contribution in connection with any
election to Federal office and political committees are prohibited
from knowingly accepting a contribution from any corporation.

l/ This percentage is based solely on the reduction of rent as
agreed to by CHA and the RNC. It has, in no way, been verified
to actual cost of operating expenses because the reduction
occurred in 1972, for which no records were available for
review.
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In a memorandum to the RNC chairman dated December 2, 1975
from an unidentified source at C1{A which concerns itself with
the fair rental value of the RNC headquarters, it is pointed
out that rental values for comparable properties in Washington
are substantially higher. For the period from January 1976 to
May 1978 according to the terms of the l-ease agreement, the RNC
paid $128,700 per annum 2/ for 50,519 square feet of office space
in the headquarters building. This converts to a rental payment
of $2.55 per square foot, with the RNC paying the operating expenses.
In the Capitol Hill area, the memo indicated that: comparable office
space would rent for $7.75-$8.00 per square foot. 3/ This rate,
however, includes operating expenses, therefore an adjustment must
be made to eliminate operating expenses from this rental estimate.
Using the adjustment (a reduction of 44%) made by CHA when RNC
exercised the option to assume the operating expenses, the rental
value estimate for the Capitol Hill area is $4.34-4.48/sq. ft.
In order to calculate on an annual basis the amount RNC benefits
from their apparent less than normal rental charge, it is necessary
to apply the square footage contained in the RNC headquarters.
According to the aforementioned memorandum to the RNC chairman,
the architect's estimate of square footage in the RNC headquarters
building is 50,519 sq. ft. Applying this square footage to the
above space in the Capitol Hill area the comparable annual rent
for this area would be $219,200 - 226,300. In comparing this
annual rental estimate to the annual rent of the RNC headquarters
($128,700), it is obvious that the RNC benefited from the lease
arrangement with CHA as follows:

LOCATION ESTIMATED RANGE OF ANNUAL RENT

Minimum Maximum

Capitol Hill $219,200 $226,300

RNC Headquarters (128,700) (128,700)

Difference $ 90,500 $ 97,600

2/ As mentioned before on page 2 of this memo, the $1,500/month
increase (or $18,000/year) is not considered as rent, therefore

is not included in these calculations.

3/ These figures represent the estimate of an independent realty
brokerage firm in Washington, namely Julien J. Studley, Inc.
The memo also indicates a comparison with rental property
values in the K Street-Connecticut Avenue corridor. The

.... realty brokerage firm estimates the rental value for this
location @ $8.50-9.50 per square foot, which also includes
all operating expenses.
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Therefore, it is the conclusion of the Audit staff that the
amount of rent apparently paid by the RNC from January 1976 to
May 1978 was less than the normal charge for comparable office
space. Further, the Audit staff is of the opinion that the money
saved by the RNC, due to this lease arrangement with CITA, which
is a corporation, could conceivable have been used by the RNC to
support federal candidates, in violation of Section 441b(a) of
the Act.

The Audit staff recommends that this matter be reviewed by
OGC and considered as a possible MUR. If you have any questions
regarding this matter, please contact either Russ Bruner or
Dan Boyle at extension 3-4155.

Auditor's Note:

The Audit staff is currently engaged in the fieldwork
of the audit of the RNC-Expenditure Committee. Verification of
rental payments by the RNC to CHA will be performed by a review
of the cancelled checks and appropriate documentation from
January, 1976 through May, 1978.



ATTACHIDW 1

The D*Igh? Esenhower Ntional Retublican Center

December 2, 97

Gcneral D.6Qhl D. E!Onh!Or'

i9&l.1S'59

Theo,Dr ND7ft ht

C.:,m t n of the l.latd

F;Ld L Dixon
1,tijdnt

?fmORANDUM FOR: lIrs. M.ary Louise Smit)h
ChairmTan

The Republican Nationai Coimomittee

RE: The Republican National Comirrittee Building

13 a2 Lo eo u n ci:

C3pitol Hill Associates, Inc. was organized primrily
(1) to promote the creation and development of a Club for Repubicans
from all parts of the Country, (2) to acquire and lease to the Cl,b
property and facilities for its use, and (3) to construct near the Club
office buildings to hous, e tlie Republican Na-ticnal Comittcc and affiliated
organizations. The Company v, as instrumental in the foun-ing of the
Capitol H]ill Club and in the acqui-sition of property for the Club to use.
In 1967 Associates offered its stcock for sale to the public and thc pro--
ceeds of. that fairly successful offe2ing along with several commercial
loans made it possible for ,".ssociates to construct th e Eisenhoe): \'ational
Republican Center. 'Yith the completion of the Club building in 1972
the Company's initial objectives were for thie most part accom-.plishad.

Rental paymrents from the Club and Comiittee buildings

have in recent years been the Company's only source of income. Since
1972 when the Comittee began renting its buildina on a net lease basis,
the Club lease )-,as provided The Co pany's only operating funds. On
October l0. 1975 the Club purchased its building from A.ssociates. Thhe
Conpu -)y now has no sicmnificient source of continuing incomel ;-nd as a
.-:esult, the Board of Direc-ors has concluded that to avoid a wasc;na c

corporate assets, the Copany must atte1p to sell its enainino po cxty,
the Co-moittee building. It is ,itccipated that Associates vould, upon
selling the Committee building, liqui date the Co n'-ny and istribute
the proceeds of the sale to its shareholders.

310 Fist &1rtf, S. E., \''c i-' oYc D. C. 2&";OK, Fh, r,: '2,12) 4CS4 7
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, nemorandum for ?Irs. Smiith

Option :

The RNC 1ease, as 1noned, cjan s the Committee the
Option to purchase the land a.nd buil(ingl at a pricc equal to "the un-
depreciated cost of the ] and and building (includ(ing in such cost
real estal e taxes and other ('T, :lq ch- rcjes Oi the land prior to
compl et.ion o o of the -Ui]rI I C (D n 0ogI'r C1 i h annual
illter-est on C - 111cl 100i o o fl Y iO) (hd V0C of c (,,is truction aitI ralte j)03 ;i1nul 1 2' (WIt, .'1 L' I;£(I0 1

CJ 11 > 1
A(' I he j-r.,o rate)"

1i t.;,co-;i~t,-ntsfi .fc; .',(s 7: 0.t£ ,.' 12,(;1,1 i (>'ti ::55i ( 1 in, '2]Jl)'.ct(? cost
of the 1.,(] ,id ;- L : i )9 I C b .1, .) .1 i n he I '

pro\,:i,fs or a t of ;it '1](i5 t -% 20D o0 he oofLIC pt-u l ,r e in cash
'i[' .Ie lr ne to be ';oc:r. by a 20 yeair vorto' )S t

at 0!-,,. 7h 1 ) (- w-rty s rit the j'Y('->']nt aLe sU- ' Ct ., ' irtgjge
to the "_-a\,lA'Ys Iisni ,(:e C(,';ny Jn] .SOcoUI1t:nts i,,rt that as
of 1ovc'7).)er .7 1) 75 the <L ]_,-uac(, ( ., on th( i ,,I ..,- , ; oxi ato ly
$1 01.8, coo

Co.se O1 f ce1 -1] C);1Ac, C > i -o IoI Aclmc, o,. 1 ,D t

A~ss, ~i ass w s , in or'd er to obiin th ;)(ecsay
,c'Iii .nla1 c*n,;cnt to -' 1 ,-.s r'dc ion of the Clb u' , nd' I)-,(_i 4te

I u I. dv F r'.lu 1:e d to o',Ct 1(2 nSO aqr ei,;U]i:t with the ]Ilowse (). ficeBo1i] (31219( Coep, C-/J f l 'n 20a 8gC £:2'.,'<nt , ri CO , ';1,:.lic]-:] eral:ts to th e
(o Vy'.luri I~ thuO 1 1(J}lt of fi'st ,"fielinte v

..... . a Cro ,osAI s4e
(. Lhe CorCu, 11(20 buL to ohctlCjf j to l,_, i a-t Ot (r ], r 4]-t :. : Ctl);

N.towil Co;i.::ttee. Th prhae price under the > 11g -nt is the
lesser of (a) the a ctual cost of the and p.0s the cost of irproving
the land, naely zonin) construction and other iTrovcmont costs as
wyell ais real estate taxes prior to comp el ion of (rio -al construction
or (b) the f Tair mr.et value is d'eterr-ined by ippi (a1al.- Provisions
of The arn. have been r-.cor dcl a.ong the ].and rocords of 1he
District of Co umb a, and by the te)rms of the agrCm-nt, the right
of first refIsal also applies to ;1,v proposed sale by a futu-e pur-
chaser. in Vic-:- , of the critical shortage of [ouse Office space as
is evident fr0a recent Fiovvs to have 11 iouse occupy t-e new adison
Library, there 500),iS 10 be little (R.)Ot thct the Ek)VcrY_, 'tould

Carci 1 o i3s : 1)t otf frst refu.sal if the Comittee builing were
i C. C', 0r s le.

Pros e13 Va in- of the (P._ S? rf1:

Arclc It's' ai  ," -e ] ...." A.ss.' od a, .<u ru<cnitly re;:uc-sto.dp
Chatulqain ... Sai,*l-£'rlIon an.,d. Nola]<n, th-e o~r ~o 1n : c]iL Ict s of the Ctm..;ri t ce

bu.](Jg 10 o CSL ;ae t t.le cost of iO')700\20ilg 1he -xisting faciliti es
in t e s, ,;e gne-ral Capitol ill area. ". a 1cCz "sa e thh itL

XIoX2I d cost ;- o,-,: l, y 4 ,500" .:,to g -1d 11- 0 C(,.,-it 'o r i " i tocy



?.Ienoran,.h1irQ to lr:s S- . ti h

('nie Iow b .d sI-,it td by
1969 \"as $1,190,000) Tnearchitects 1.0 be $6/1-Y-

building to leerieinc the
reprotuce the c-i';ting ..C
pxroccss of pr(jarii-c is
:ing cojy. iri s ' 519 CO--,-19
of 14 00 CA qt 2rie -_4" t.

~~1
the Ceoi-ge ;~y<,fn Constr',(.tin Co:rji~ny, in
prscnIt Value of the fl;d, Lstjynted by thcust then be )d(Id to cL,- Cost Ortotal cost of r o> e:; , $3, A3,50

-acJi 7i tiev .* The v ~id ,, .:, heave in theestma~ o(lvJed A';:,c;l1._ .hat the bujld-

f -<(, t o f , ,c e -n d t ] a l . ;n d c c.s n a r e a

a-] i- --'5?-%-._-3.'__ 9 _< '] vm .. Di:,l,, ll-,: In ]97.3 the RNCCO~nr{:;l - oncl: Jo?, op]) L. L-, eJelly co })V . a P)VoJ sof tlhc fair ma vlzet v-L].uc of he PT, r~ly occuj P01, the Co.';!)it teBy letLer datrW Oci - d  
r 16 . 1 PC>] yNC tha _t

,oa r 1 , 1973 ,t. D n ll a vi e 1he R h t.)d es tim;a ted the vaiue of the p.roprty to be $1,500,000. hisa i-. (id not i5nc], de the adjo ninp - lo :ch vas, in as-1a letter (daLWd 0ctober 16, 4Lstiated to have a fair market
va]. e of $195,000.

The: a pprisrs Coi ved by the i?,, provided fio.,ireson .s,(VCraI C(i - 1crnt- metoads of a-ppraising the proper1:ty (eclu(Ang theparking lot) as ollows:

Cost App:oach
(1anOi Sales -

average $37.50 / sq.

Xncone Ap-,)roach - froperty
Residua1 

r~et od
(Rental rates

$3.50 / sq. ft. for the
upper floors
$3.00 / sq. ft. for
bascrment ',o and

$25.O0 / uo. for the
18 parking .aces in
basee:nt One

a .ret Appro ch(Bui ling sale - average
$30.00 / -- _f..

°Th-e Donnelly f:
2 .-c in the ';

7,.o&, and 8,000

1;VQ tw years _

October 297 5.
cn , t is ce
C, L" I I- g tA e

S G

$ 21645$000

$ 1,354,736

$ , ;o 0

es are bascd on L 2S WCo ;tey .. ft. c 'al

t. of garage and storae spce area in bascci.t One.

Xt sh)ould be noted that this apr,-i:al S~s s]-io'
old and real estate p:-ces have rse-n -cc:Z-.atc lC 'ate];an, Saneei c ac and ":~ 53a us] $';94 0 -. '

l-- c';ost5, 0 per c . 2t 1vall:te of the land.

ly
scinc

ft.

711M77



ashinoton Rental ?!-,3rket:

0 -,

ii

p Associates has, on an undisclosed basis,, recently contacted
the realty brokerage fir-m of Julien 3. Studley, Inc. to obt~ain general
information concerning the exi-s ting rental Tnarket in do%%ntoj-n Wa,:hinaton.
Office spice in the very desirable K Street - Connecticut corridor is
currently renpting at from $8.50 to $9.50 per sq. ft. mrs. Barbara L. Pryor,
Vice Preside-nt of Julien J. Studley, Inc. advises 'that future rental may be
expected to be at least 5%0 higher each year as a result of rapidly increas-
ing opera ti)9 (,,<penses. The current rental term for space in a new building
is at least five years and ten years is coi-o.non for rental, of 30(>30 sq. ft.
or ;,ore.

Au(equa te alter-nate office rental sprlce in the C,1 i tol Hill a1 ,a
doen not appear to be dv.ailibje. ' e new bui]ding at 400 North C/iplit Strtct
%,,ill have a total of 5601000 sq. ft. for rent, but jccordinrg to ,irs. 1"iyor,
the consi ruction sp(-cificti ns cont cpate full occupncy by a large qovern-

,nt , ,_ . Const rucIon ,,,c ' ca tions, - in the C I itt-i- -i Id in"  meet the
ro~s dc:-*r abic co;:orcial S ta !,-ar(h found in the K Street Connoc -c cut veVCarea. Recntal rates for 400 Thoth Caitol Avenue, nevertheless, are cxpeci,'d

to be in the $7.7.5 to $8.00 range.

Rent under thle current RNC lease is $128, 700 p-r year. Based on
the ,Archilects figure of 50,519 sq. ft. of building space, the Cov-mittee is
paying9 less than $2.50 per q.t. and this Coes not inclu'i e use of the
parking lot adjoining the bui](ding.

Since ah'-]imv:on cff-ce space is on erally r('nt( with full set rvices
provided, sone adjustment should be made to reflect the fact that the RNChas under the terms of the lease ag:eed to assume the operatial expenses of
the building. Th]e rent as adj-sted will, neverthelessr cleairlv be far be.ow
the curyent x,,ee rate for coF,; arable space in the W;ashinoton area.

Conecic:s i'on .

Under the CXisting lease the Committee building does not provxoe
the funds necessary for Associates to continue to nee + its corporate ob-
ligations. V;ith the sale of the Club building, a sale of the Comittee
property and licuidation of Associates appears desi rable. By purchasing
the propo, rty the R"NC caLn isure -Che perm anent use of its excellent faciitie

sale of ,;e CoiL ittee nuiin9 to the RNC at a mutually agreeable price
would be Lighly beneficial to both parties.

"t- suporting matrerials from4 a1-ccountants, arcrhiicts and other
sources are avail-able for Comnittee use if desired.



, -rATTACHMENT 2

C OL IL .S.O)(IA'I'IS, INC.
31 0 First Street. S. E.

WVashinigton, 1). (C. 211003

March 24, 1978

'To) the Holders of Class A Common Stock (Voling Stock)
and Class 13 Common Stock (Non-Voing Stock)

Capitol 111i11 Associates, Inc. has entcrcd into a Purchase Airecnci-t to sell, subject to approval
of the Class A voting stockholrs, its remuiine pro ,pcrty to tie R public; Natiamal Committee.
'l'hc Purchase AVccnicnt is part of a Plan of (Coimpletc liquidthioln and Distmliflirm under which the
COI'lnpanv, subject to the approval of the Class A st ,ekh ldcrs, wo ul(d sell its a rp,,ry to the Com-
aittce, inakhe dist ri but i olls in liquidation to the hn ldtcrs ,f (lass A ('Commo(n Sto(ck ;ad Class 13 Com-
ilnol stock, pro rala, without distinction as to class, and then diss'lve.

Th'h proposed Plan of I.iquidation has bcn consilcrcd tnd ipproved by your Bol.ard of Directors
who belicve it to be in the best interest of all stockholdcrs. YOu are thcrefore urged to study the
ciIcl( sCd ma1 tcrials carefully so as to anak c ymur own delcri-ii iti in as to the advlia bility of the
dissimlt ion of the Co inputny.

As noicd in the clch,scd proxy st:Ik-LLic!It, i*aI<1N_,CrnCaet esti;matCs that, if the Company is
dissolved, cach Class A and Class B stockholder should rcceive an ;iegre ate of ;ippr(txiaaely $55.00
l.'r share as a cash liquidating di triution. Sach estimate assuilcs a fasivrable- tax ruling from the
lhiternal Rccac S.r,ice aiLd is further bascd on other ,!sujnpiions and cowditions set forth in the
proixy statement.

Eacliscd witi this Icticr is a liiice of a s pc.'i'al m ct i u,' of the ('lass A sI i, k.hI dcrs, proxy
statlincnt with a ppropriate e xliibits ;id proxy ctrd. 'Fhe principal matters to be c(nid(Cred at the
raccting are the sale of the Company's propcrty, the liquidaitin and d issolut ion (if the Comn pany, and
re'lated imtters. AtfilrmatiVC votes rCpr'scinting at least a majo0rity of the Class A Stock are required
for approval of the sale and adoption of the Plan of I_.iluidati in. 1 would tappreciate your signing
thc proxy card aud rcturning it as soon as po,,sible. Even thou,,h you may own only a few shares,
your vote is iIportant.

Copies of the material sent to the Class A stockholders are being sent to the Class B stockholders.

Very truly yours,

Fml:L) L. DIXON I
Ircm~cnt

Ii

. . . . . . . . ..', . ..



i'SINESS OF il1 COMI'.NY
414-ociates- was or arized under the laws of Delaware in 195( with the orim-ary obiecties ofDromoting t on and developicrit of a club in the Dis" t of C-luirb ia..or .epublicans from,II )arts of the country and of constructim. illa lvasi iz ofhie buidm Ls nuar the club Ii,) tle RepublicanNational Committee and aftilialed orarLizations. Two of tile three buildings ori ii,,lly contemplatedwere constructed and are the site of the I)wght D. ELsC'nhower National Rcptl Ijl A Center whichv;s dc dicatcd in January 1972. In Oct er 1975, Associates sold to the Capitol 11111 ( "b ("Club")thn' l ind building occupied by th, ('ltlh. The sole remnlliii e s, s.t of the ('rmjuiy is the buildingand lot now rented by the Republican Nationwal Committee under a net leaLe arraln,lLnt.

For further information C emCLrrii', theC s;ale of tile property io the ('lb :110 tile Comlpany'shusiness and prcsnt property, At',',i/eut 1. /nL's in the 1977 Anniiiul K'port '1iWXCd hereto.

1IN\\(.IAL STA 1iN 1 'INTIS
Audited financial tiltcliwilts of the C p tllny, colsistin of Blanc,, ShtUs at Jnuary 31, 1977and 197 8, t of Ime and R.tii..d Fariiings for the Cars ended .1anua ry 31, 1976, 1977alnd 1978 and rclatlcd Sttu nts of (C'lia cs ill Fina',ncial Position, No tes to the lil:iii l 'and supplmIct'll!niry Scdules arc cintainc'd inl the 1977 Animal Rcpirt. A n l tIdlitedl Simrary oftL;rniims ([,)',s) for the List i five .cal years is also ciitiiied in thc 1977 Amtin dl Report.

lPROPOSIA:) JsIQ( 1)\t'IiON ,NI I)ISS()I .L:II(N
ozs:v,n, for Propose,d I.Nqti p i; Ion
AS I 11_o h VC, '\ss' Itc' s ssas" '(I i e-,m Cd llriifl~ril\' t0 pl-0I(Lut' 11he creaionm :ind des eopirientof a clubh in the District of (o lNuia for Rc')iublICals, to ConsIruct altid lese to su.h cil) a facilityfor its use and to ckornstruct tid lese offiC huldins near the club to tle Rcptfubliell N;iltimrlit Coim-ntt.c, ("R NC") and :iil+t, -i ., i I )u. [l'he 11("nd u pany 0 1 ) as thirCf rC Fie' cr beenr o1pCrated as acO)JIIr)Ciial ulcriprise in the n.ual scnsu.

In the hope of raising construction fUnds, Assciaites in 1967 offered its Class 13 Common StockNon-VotIn Stock) for sale to the public. ihe initial Ifforts were fairly successful and the RNC andCapitol Hill Club buildings were financed in part by the jtublic offering but prinarily by several loansfrom the Travelers Insnraiicc Con iprnN. a _a ci cut hi pedl thaf cnt inutied S'ales of the Class B stockwould furnish pr iced s to redlicC t mh n t st a jding mort'i _ ecs on the property. Such sales Ia e ,.d how-ever. and in 1974 the Board reluctantly concludCd that the public offcrin, should be terminated.
Rental payments from the leases with the Club and the RNC were for a number of years theCompany's only source of income-inconic which was offset by the interest expenses and amoritizationof the Company's debt. Primarily because of these expenses and depreciation charges, Associates hashad operating losses in all but two of the last ten years. For the fiscal year ending January 31, 1976,the Company had earnings due to an extraordinary gain as a result f the sale to tnn Club of hebuilding and lot rented by the Club. For the most recent fiscal year, Associates showed a lIuall profitprimarily due to an increase in the rental payments made by the RNC.
Since the sale of the Club property in O.letcer 1975, the sole asset of the Company has beenthe land and building now rented by the RNC. Such property is rented. b e,'ver, on a net le.,e basisand consc(urCI+tly' provides lt te lOpcriLtinc !_.-'cict' to the Cornpany. Further, the Coiipan y's indebted-uiess to Travelers (secured by the lnid and luidin1g rentied t( the RNC) matures in July. 1980 atwhich time a balloon payment of ipproxinIItolv S83 1 .500 is dIc. l!iless hc indibtediess could berefinaiccd. .,NA sociates ,otlld be inl (!, ritj] on the deb.t at tht 1time. F,,r th,. rc. . and the factthat tIhe l(llI truciiII of the RNC aind ('tu in i)','. lsc f I' the 0,.t , ' .,c; iic-+,d the p inc ilinitial ohibjectis of 

't 1() 
iipaim tOfe Ioard hi CDih1ZIIVrs 

conc lu ded, F dif 
tunely' at o that a sale iof itsremniri proleurty to tle RNC nmd stlb'.ctnt liiliia!tion and disolutio.,n (,f lK, Co-11;Iv would he

desirable- 

rooud b



iniri nrr f 'rof)Pj Ld I itilUidtiion

Tue B oard of Ilrectrs Of t'L :uy , iy it .I I. il 01..c, i., * ii osed. proposals
to itUiduatt and Ji,l',c tire !Ii')i,,5\t sicli a:if. tO.' Budm .'iraIi t of Complete

iluidaiilon and t)issoiutiun ("I ic;. i ;l i ) al f i PIr.) . c 1 i) 1li i , :ie, for the sale
of the CtoI pan "s r 'c'lalic 11' 7- it s 0' the:. \','( . r ,.'i",:1a!] ' 00t . lt, IIII-- l al.,,o directed
that the 1i-Luid itin Plan arid P'1 1 :11di.e .1'--.-.ll ll c he !'iut , or1 *, ,iio i ;iiil .ippro'al to the
('ltss .A stockholders Of the ( (01':i, it 1 illt I ' 1t -u tilc 'I for !!;It pii p S. I tl following is a

Stil11111ir' of 11le tcLIs Of ali td ii: a' 1, '.' ;' '' I , thin I ii 1 1)1;1ii 11, Hriti Pu1 rclase A l.r e-
rll.'ii ;1i ell tL ed t leuuu Ilis. A of i l .ijiiii. 'i l i .  liic l IlLt is !: 'it !I; 1Ca co'Ipy
of tn l t' i se A Pr cCliIC.ti is lilcl lictcv , Ai i t n l ou. it ,'\ Io the 1ltliii;lni ,i li . IL' s1 1iIrirr ly

is uliilifu Ld by IL'fL'r'ic cI2 ,t i Hii dl1,,.'UL i1c tS.

''v.riis of SACl. 'lie p1 r1t(0L'd lidlli~itilii of tilc ( 'ilil j n is, bl 1 il, illrc i rlit "Io' o[ tire Coln-

plilly's rL'rililii g Isscts to ilc ' .. ( ' tlr ' tll t hr a t't i,,tola .' .,\ f'Ai 'L ic t dil ;Itc'(l I'cti iirV' 24, 1978

cwL~ 'c'r the (CoilpliilV a iL' ,,( is tlillyile' ("''Iiii i s' '.' liL'itt"). ;Ind lilti:li il' I sailc in April,
19)'i , thle pir'CtI;isc priLL f(or '.ih u'',c',s -5ill for i'jl\.iltiL'l\' $1..'. 1. (hel)I) lilI l'I d ;its fojllows.

0n c,,rualry 1.1, (8, . ,sc1it8 , oil iel B, \( ' Il itil 1 i ';e ;wLc ic'll ti r'..rdinw rental

bv I L'i R ~N' fi( ~I tLr I 'f 2(0 Cii kl )~il~ii 11 L' co i In I, d II l OIII )II I nd 1)5 y 'so iic

wit i 30 un lhs of the dtei , of iI( Ic ,-,. ( ,11l tNC to,k occIIp;IneC' iII July 0/0). Pili"w it to

Ii LI 5 Sof tOW( aIi'il Ii1 siL LN I-5 ll I cd ItI )' intr I I an 'Iy Ire iiiiL t tHIJ 1 ' cI r 1)Of tile lease

to olliLlase tile btiIli ain d I 2 l'auiv '! I ul to 1be l;I c1 d hV hL, -)\( ', the purctL:s tric o r be the

Utndeoccittcd cost, as Lcfinc]d, Of 1!,Il 11rpcrty. Such cost is ippL xiinlrcly $1,-134,()00. It Scplen-
Ire 1976. the lea.e arc n t -it .r iscd I to iL "C t i itoithiy r. ita l by S1,500. ,nd lo provide

tlitt tie purchase p ric, to the !cN(' i. ilo be1 ,)0 ,.T, t rc edtll, by,, V ic C .S11111 o)f $1.*50() tines the

nrumiuber of unontls that le br S.ir 1970 :nd thL cm..cisc by the IRNC (if its option.
111C pulchase pricc ,d a 'I'l , o,:o , i' , o hci c leaed hy the R.N( is so t midepreciated cost

.f .uch .ld ih I Mis li- - It C d l I1 thle building :1nd

lakld HOW being I..ILntk'd bv t1e .,( is 1 oiii;i0t SI .551.000 redic:cd by thc %tmoi of approximIately

$dtlt) 10, re.slting in a pa .rch:, ir,,c to thie RN( of -ippro.imitelv S1,5? 1WOO,.)(

lI' c i . riPcrt is ,,i , , 1 i I r<-I ' ,.. ii 1. , lt i. (I) Nll of NMa rch
1. 1(1i7 ., Msliih moriii : t ,' Ii,, 1 l ,i I. Is I r i -i-sur til,'C l ( riip':liv, IS :W -.-_ l. i ,ty be (.ssi itn d by

iW PNCI" in \\lil C or it t .t t I ,., t : I ;!,, ls " 2 'i 1'.'Ai i t h ti i t I Ili ,, IIs IIoc ( I IlLc I pItolC'tty Jiasses

to 11W tRNC klincr RNC Li11 Ii a )Vs iii fill IIlic i1i.t ,c. oi 0 .-.11 e. tic llI a ,'' ll, .oltinueS the

ti,. K i n thc prop ri kh .\c.oci:c, di' \, (If ;dl ,i'ii.' n to li s.

,llL[" the te-rlurs of t - Piictl .i:c" A. , i ,t c, ii l ll Pl N( is t,'t Lo tiel conditions,

atii, d .thers. (I) thdt 1)' ',O iiil (f i1s f ..X'-, 'ics sI ll ;IVC :ijpr,)To 'd the Liquidation
i':lii alld Purchitse A.erc.erlc ti a lcw.'tin called for ti.Sc turp sc.s, (2) tlal tile Company shall
h;:\,s cobtailCd a ruling froii tiic fromr il - ,,-cvciiuc .C C r ,icc s:tif:i ctvI \ to oitiii,cl thlt the Company,
undcr Scc 'oin 337 Of IlIC II c I : l ll. c, iiic, (' oRc. Il II lit (L,., ai/' . ' 1tilt il Iiilc,::ion with the
s:ILL of the propcrty, tlit stockhlolicrs, hn,lcr Sc.i'l l 331 of ic (- ' . ,,, ill cali/c aptal ,Ain or loss
u1ii1 recePt of li.tiida'.tirng dist ih-tioi, and (c) thai tl c RNC stall iavc (htaiilcd 1y the date of
pitrllise the sum of at licast S It. ) to c appliCd to\,ld tile pcich'Lis,: pricec f' tic property. Man-
a.cilcot of AsciaeCs has no r e:i.Oit to beliCc tim th,,c or Other condtilns of ilc Ptirchase Agreement
Will not be sati-fiwd. Hosssvcr. it fo r ucy, rcL soI the slC is it conri.toated. the loaird of Directors
h-u.s tie li ..Ilt to ihicidoln thc ],ii It Ku 1 n.

Di) ,' kition tI'drOCClres. ii the cseil thec iLii.]oi, M-ii mi Pul . ,.a5L ' .c nt arC approved

at heLo e , rs. ;iiid >::slittiiir f tc,'ipt of a fa or ilc tax ruling, it is
''n.mio 'd iha t the (.oiloaiilV td soill its. rnia'<.i ? ',,,ets ic tIn l RC wviCliin two wscks of the

~i':rid shFortl le t er fOle :tI c :icC ot cI .h 1' St ii of I Iclassare. Ulpon such
L..... . .Iunlii' ct'.' " "fo. iti (', 7.' : I 1 , . lll ' lli es for a priod of tIrc

N r S body ci ( pol.t'.' for Ilh, p;p...s I, f iiI ,'2 i i ; ' s ;uu clo .oinci down the

lt!' .l-S Of the Co-rop f;ull. iicll IIIL_ il , 1 c_'fc lc 1r -f u'ills, or sits, uliIsha ,r. e of debts

IPC iuidat on c,1t. l , Ies 11 2 the i l l .i of dlom . , cIiCii o ti I& Ilfr-. Thus. d ,anlr'e!(--

S7 one ii. , :atuoa I .n ;I !W c. ie -1F'.rv or appt'o



FEDERAl ELECTION COMMISSION

1325 K I KI I I N.W.
VV,.S! fINC I ON, I1).,( 20!46 1,

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Robert Carter
Treasurer
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

Re: MUR 983

Dear Mr. Carter:

This letter is to notify you that on the basis of

information ascertained in the normal course of carrying

out its supervisory responsibilities, the Federal Election

Commission has determined that it has reason to believe

that your Committee has violated the Federal Election

Campaign Act, as amended (the "Act"), by leasing office

space from Capitol Hill Associates, Inc. (CHA, Inc.) at

a rental rate substantially less than full market value

from May 1976 to May 1978 resulting in a possibly illegal

receipt of a corporate contribution from CHA, Inc.

Under 2 U.S.C. § 441b(a), political committees are

prohibited from knowingly accepting contributions from

corporations.

Upon making a determination that there is reason to

believe that a violation has occurred, the Commission is

required to make an investigation and to afford your

Committee a reasonable opportunity to demonstrate that

no action should be taken. As part of this process,

please suibmit, within 10 days of receipt of this letter,

any factual or legal materials which you deem relevant

to the Commission's investigation of this matter.

I -- 111111 --



- 2 -

This letter will remain confidential in accordance
with 2 U.S.C. S 437g(a) (3) unless you state to the
Commission in writing that you wish the investigation
to be made public. The staff member assigned to this
matter is Dan Higgins, who can be reached at (202)
523-4166.

Sincerely,

William C. Oldaker
General Counsel



FEDERAL ELECTION COMMISSION

I2 5 K SIRfu I I .W.
V IVAY I I g)N,).C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Fred L. Dixon
President
Capitol Hill Associates, Inc.
310 First Street, S.E.
Washington, D.C. 20003

Re: MUR 983

Dear Mr. Dixon:

This letter is to inform you that on the basis of
information ascertained in the normal course of carrying
out its supervisory responsibilities, the Federal Election
Commission has determined that it has reason to believe
that Capitol Hill Associates, Inc., has violated the
Federal Election Campaign Act, as amended (the "Act"),
by leasing office space to the Republican National Com-
mittee ("RNC") for substantially less than full market
value from May 1976 to May 1978, resulting in a possible
illegal corporate contribution to the RNC. Under 2 U.S.C.
§ 441b(a), corporations are prohibited from making contribu-
tions in connection with any election to federal office.

Upon making a determination that there is reason to
believe that a violation has occurred, the Commission is
required to make an investigation and to afford you a
reasonable opportunity to demonstrate that no action should
be taken. As part of this process, please submit within
10 days of receipt of this letter any factual or legal
materials which you deem relevant to the Commission's
investigation of this matter.
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This letter will remain confidential in accordance
with 2 U.S.C. § 437g(a)(3) unless you state to the
Commission in writing that you wish the investigation
to be made public. The staff member assigned to this
matter is Dan Higgins, who can be reached at (202)
523-4166.

Sincerely,

William C. Oldaker
General Counsel

cc: Robert Carter, Treasurer
Republican National Committee



FEDERAl ELECTION COMMISSION

\\AY l\( ()\ ) 1 20-461

May 3, 1979

MEMORANDUM

TO BILL OLDAKER

THROUGH ORLANDO B. POTTER
SAFDIRECTOR

FROM ' B COSTA/RICK HALTER/DAN BOYLE

SUBJECT LEASE ARRANGEMENT BETWEEN THE REPUBLICAN
NATIONAL COMMITTEE (RNC) AND CAPITOL HILL
ASSOCIATES, INC. (CHA)

The Audit staff has recently completed the fieldwork of
an audit of the Committee to Preserve the National Republican
Center ("the Committee"), an affiliated committee of the RNC.
The Committee was formed in June 1977 for the purpose of pur-
chasing the headquarters of the RNC located at 310 First Street,
S.E. in Washington, D.C. In May, 1978, the Committee, by means
of contributions raised from various sources, loans from the
RNC, and the assumption of a mortgage of $925,091.10, purchased
the headquarters building.

During the fieldwork, the Audit staff was able to determine
that, prior to the purchase of the headquarters building, the
RNC leased the building from CHA, a corporation organized in
1950 by a group made up principally of Republican members of the
U.S. Senate and House of Representatives. Since inception, the
primary objectives of CHA have been (1) to promote the creation
and development of a club for Republicans from all Parts of the
country, (2) to acquire and lease to such club, once it became
established, property and facilities for club use, and (3) to
construct near the club, office buildings to house the RNC and
affiliated organizations.

In July 1970, upon completion of the RUC headquarters building,
the RNC moved to the new building. The construction of the
Capitol Hill Club ("the Club") was completed in February 1972, at
which time the Club took occupancy. In October 1975, the Club
purchased the property and building which it had occupied since
February 1972. The RNC did not purchase their headquarters and
property until May 1978.
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The problem uncovered by the Audit staff durinq the audit
fieldwork involves the amount of rent paid by the RNC to CHA
during the period from July 1970 to May 1978. From July 1970 to
June 1972, a rental agreement between RNC and CHA was in effect
which provided for the RNC to pay a rental amount ($230,000 per
annum) which included all operating expenses of the building. In
July 1972, the RNC exercised an option in their lease agreement
to pay all operating expenses directly, thereby reducing the annual
rent to $128,700, a reduction of 44%. 1/ According to a CHA
statement dated March 24, 1978, the RNC continued to pay this
amount until September 1976, when the rent was increased $1,500
per month or to $146,700 annually. It should be noted that the
RNC was to be given full credit ($1,500/month) toward the eventual
purchase of the building for each month that the RNC paid the
rent increase. The settlement papers on the purchase indicated
a $31,500 credit toward the purchase price of the building, which
represents the increased rental payment from September 1976 to
May 1978, a period of twenty-one months. Therefore, due to
the fact that the RNC received full credit for each month
that it paid the $1,500/month increase, the increase will not
be considered as part of the annual rental payment in calcula-
tions performed later in this memo.

According to Section 441b(a) of the Act, corporations are
prohibited from making a contribution in connection with any
election to Federal office and political committees are prohibited
from knowingly accepting a contribution from any corporation.

1/ This percentage is based solely on the reduction of rent as
agreed to by CHA and the RNC. It has, in no way, been verified
to actual cost of operating expenses because the reduction
occurred in 1972, for which no records were available for
review.
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In a memorandum to the RNC chairman dated December 2, 1975
from an unidentified source at CHA which concerns itself with
the fair rental value of the RNC headquarters, it is pointed
out that rental values for comparable properties in Washington
are substantially higher. For the period from January 1976 to
May 1978 according to the terms of the lease agreement, the RNC
paid $128,700 per annum 2/ for 50,519 square feet of office space
in the headquarters building. This converts to a rental payment
of $2.55 per square foot, with the RNC paying the operating expenses.
In the Capitol Hill area, the memo indicated that comparable office
space would rent for $7.75-$8.00 per square foot. 3/ This rate,
however, includes operating expenses, therefore an adjustment must
be made to eliminate operating expenses from this rental estimate.
Using the adjustment (a reduction of 44%) made by CHA when RNC
exercised the option to assume the operating expenses, the rental
value estimate for the Capitol Hill area is $4.34-4.48/sq. ft.
In order to calculate on an annual basis the amount RNC benefits
from their apparent less than normal rental charge, it is necessary
to apply the square footage contained in the RNC headquarters.

According to the aforementioned memorandum to the RNC chairman,
the architect's estimate of square footage in the RNC headquarters
building is 50,519 sq. ft. Applying this square footage to the
above space in the Capitol Hill area the comparable annual rent
for this area would be $219,200 - 226,300. In comparing this
annual rental estimate to the annual rent of the RNC headquarters
($128,700), it is obvious that the RNC benefited from the lease
arrangement with CHA as follows:

LOCATION ESTIMATED RANGE OF ANNUAL RENT

Minimum Maximum

Capitol Hill $219,200 $226,300

RNC Headquarters (128,700) (128,700)

Difference $ 90,500 $ 97,600

2/ As mentioned before on page 2 of this memo, the $1,500/month
increase (or $18,000/year) is not considered as rent, therefore

is not included in these calculations.

3/ These figures represent the estimate of an independent realty
brokerage firm in Washington, namely Julien J. Studley, Inc.
The memo also indicates a comparison with rental property
values in the K Street-Connecticut Avenue corridor. The
realty brokerage firm estimates the rental value for this
location @ $8.50-9.50 per square foot, which also includes
all operating expenses.
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Therefore, it is the conclusion of the Audit staff that the
amount of rent apparently paid by the RNC from January 1976 to
May 1978 was less than the normal charge for comparable office
space. Further, the Audit staff is of the opinion that the money
saved by the RNC, due to this lease arrangement with CHA, which
is a corporation, could conceivable have been used by the RNC to
support federal candidates, in violation of Section 441b(a) of
the Act.

The Audit staff recommends that this matter be reviewed by
OGC and considered as a possible MUR. If you have any questions
reqarding this matter, please contact either Russ Bruner or
Dan Boyle at extension 3-4155.

Auditor's Note:

The Audit staff is currently engaged in the fieldwork
of the audit of the RNC-Expenditure Committee. Verification of
rental payments by the RNC to CHA will be performed by a review
of the cancelled checks and appropriate documentation from
January, 1976 through May, 1978.
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