The federal governmenti traded $27 million

U.S. Comes Up Shortin Trade for Buil

iofislr¢
By Ronald Kessler

Washington Post Busfl Writer

Under pressure from the
Nixon White House, the fed-
eral government this year
traded $27 million in pro-
ductive property for a mas.
sive, unused building 10
miles north of San Cle-
mente so that the former
President's records could be
stored near his home, The
Washington Post has found.

The federal General Serv-
ices Administration, which
acquired the recently built,
squal pyramid-shaped build-
ing in the small coastal
town of Laguns Niguel,
Calif, has insisted it was
needed to house federal of-
fices in Southern California.
But three years after GSA
began seeking tlenants for
it, the building still Is va-
cant,

GSA acknowledges its
only definite plans call for
filling only a quarter of the
one-million-square-foot-build-
ing—more than ane-fourth
the size of the Pentagon—
almost exclusively with its
own records

Because the government

still had a need for the prop--

erty it gave in exchange for
the building in Laguna Ni-
guel, the trade will cost tax-

worth of Air Force property for this building, which is

payers an additional sum
that could run as high as $18
milllon, government records
show.

Although GSA has denied
there is any connection be-
tween the acquisition of the
Laguna Nlguel building
and Mr. Nixon's records,
documents in GBSA’s SBan
Francisco regional office
show that the agency
wanled the seven-story
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one-fourth the size of the Pentagon and 10 miles from San Clemente.

ing to House Nixon Records

building for storage of Mr.
Nixon's records and for pro-
jected offices for the former
Western White House and
the 1972 Republican Na-
tional Caonvention, then
planned for San Diego.

The files elso show that
the exchange Initially was
opposed by the Office of
Management and Budget,
which had to approve it, on
the grounds that GSA did

not need such a large build-
ing in Southkrn California
and that the Laguna Niguel
building was a “white ele-
phant” no one wanted be-
cause of its size and distance
from major populaton cen-
ters.

The huge bullding, located
an hour and a half to two
hours from Los Angeles and
more than an hour from San
Diego by car, was built for

Rockwell Internatim
Corp., formerly North Am
ican Rockwell Corp., a ©
jor defense and aerosp:
contractor.

Before it was complet
Rockwell decided it co
not use the building af
all because its businéss w
declining, and the firm ¢
it up for sale, After Ro
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‘well found no takers on the
private market, the firm
succeeded in . convinecing
GBA in 1971 to to aequire

‘the building, which has never

been occupied.

. GBA files in San Fran-
cisco show that when OMB
later expressed opposition
to the trade, then White
‘House counselor Robert H.
‘Finch intervened with OMB
and secured final approval
of the transaction.

.. Rayburn D. Hanzlik, a for-
mer White House aide who
acknowledges making calls
to win approval of the trans-
cation while he was execu-
tive assistant to Finch, said
the purpose of the acquisi-
tion was to help Mr. Nixon.

“They (GSA) wanted a
building near’ San Cle-
mente,” he szid. “The me-
mos didn’t say it would be
for the Western White
House, but they would say it
arally.” These references by
GSA officials, he said, were
made in almost “hushed
tones.”

Hanzlik added that pres-
sure also came from Rock-
well, which wanted the
properties it eventually ac-
quired in the exchange for
business activities it already
carried out in them under
federal contractors. Rock-
well employes contributed
$98,000 to Mr. Nixon's 1972
re-election campaign. al-
though a Rockwell official
said the monev came from
individual emplovees and
was not connected with the
exchange.

Finch acknowledged in an
interview that he pushed
the idea of acquiring a
building near San Clemente
to help “support” the West-
ern White House. “In whole
orin part,” he said, “it (the
building) would shelter
some of the papers of the
President the way the Aus-
tin facility was in support of
the Johnson facilities.”

Finech was refering to a
federal office building built
by GSA in Austin, Tex.,
while Mr. Johnson was vice
president. Besides housing |
other government offices,
the building contained a
suite of offices for Mr. John-
son and sheltered hispapers
until his library was built Tn
the same city,

Fineh said GSA had an
obligation to store Mr. Nix- -
on’s records near potential

sites for his future personal

library near his home Cali-
fornia. The closest suitable

faeility for this purpose—a
GSA archives center in Bell.
just east of Los Angeles and
some 60 miles north of San

Clemente, was going to he
replaced because of its poor

condition, Finch said.

If a new archives center
were built in Bell, Finch

said, Mr. Nixon would have
to travel nearly to Los An-
gles to see his records, The
Rockwell building, he said,
“would be beneficial he-
cause it was closer to San
Clemente) than to Bell.”
Finch, who is a trustee of
the Richard Nixon Founda-
tion—established to build a
library for the former Presi-
dent—said no consideration
was given to using the Rock-

well building as a perma-

nent library. But Finch
noted that GSA would have
to store Mr. Nixon's records
in the building until a li-
brary is built, and he said
there are no. present plans
for finanecing and building a
permanent facility,

Casper W. Weinberger
who approved the acquisi-
tion of the Rockwell build-
ing when he was head of
OMB, said he could not re-
call having been called by
Finch and would not have

been influenced hy White

House pressures.
‘But. Weinberger

the government. These costs

stemmed {rom the fact that
the property acquired hy
Rockwell — primarily build-
ings in El Segundn and Can-
oga Park, Calif.—had al-
occupied by

ready been

Rockwell for performance
of a defense contract at no
cost to the government.
After the government trad-
ed away the buildings, Rock-
well was ‘allowed under its
contracts to begin charging
the government for its con-
tinued use of the buildings.
Weinberger, now secre-
tary of Health, Education,.
and Welfare, blamed GSA
for giving him
“substantively incorrect and
misleading” information by
not informing him of .these
costs. He said in an inter-
view that this - “failing”
could mean the government
did not receive a “fair deal”

added
that when he gave his ap-
proval, he had not heen in-
formed by GSA of the
trade’s additional costs to

in the trade,

Weinberger also said he
had no knowledge that the
Laguna Niguel building was
to be used for Mr. Nixon's
records.

Arthur K. Sampson, ad-
ministrator of GSA, also de-
nied anv connection be-
tween the acquisition and
Mr. Nixon’s interests.

Sampson, who- has de-
fended GSA improvements
to Mr. Nixon's San Cle-
mente and Key Biscayne
homes, said GSA realized af-
ter it decided to acquire the
Rockwell building that it
could be used i store Mr.
Nixon's papers, *

After President Ford’s re-

cent pardon of Mr. Nixon,
the White House revealed
that Sampson had agreed to
construet a vault for storage
of the Nixon papers in the
Rockwell building. However,
an appropriation for the
vault was not approved by
Congress, and movement of
the papers from Washington
has been halted pending the
outcome of Watergate and
civil suits filed to hloek the
move. ) }

Sampson said the idea for
acquiring the  Rockwell
huildin® hack erm* ( om th=
ageney's San Francisco re-
gional office. Thomas. E.
Hannon. ragional zdminis-
trator, said he proposed the
acquisition after he was ap-
proached by a Rockwell offi-
cial in 1971,

Asked if the White House
had expressed any interest
in the aequisition, Hannon
said, “None whatsnever, to

. my knowledge.” Asked if

Fineh had expressed an in-
terest, he said, “I have no
idea.”

But & memo by Hannon to
the GSA file recounts a call
Hannon received from
Whité House aide Hanzlik to
inform him that Finch had
called Weinberger. Finch
had been assured by Wein-

berger, Hannon wrote, that

“OMB is about ready to sign
nff favorabiy ...” on the
building aequisition.
Informed of the contents
of the file, Hannon said, “if
Mr. Fineh had any interest.
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The California building acquired for storage of Mr. Nixon's records now is occupied only by office furnituve.

it was for the government to
get a good deal.”

Sampson called the aequi-
sition of the Rockwell build-
ing “the best bargain the
government ever got for a
building. It would cost twice
the money to build it to-
day." He said the building
was required for ‘“federal
needs,” and he said the ac-
quisition would not have

been approved. by OME if it
were not needed.

But three years after GSA
decided to acquire the build-
ing and more than half a
vear after it took title to it,
the sandstone-colored struc-
ture remains empty, Its caf-
eteria. built to feed more
than 7.000 persons a day,
has never been used, and its
parking lot, which can ac-
commodate 6,000 cars,
stands vacarnl.

The building is a source
of puzziement to:loeal resi-
dents and merchants, who
have heard conflicting sto-
ries about why it was built
and who owns it.

“It’s all a mystery. Every-
one has a different version,”
said Marie C. Constantino as

she served an order at a
local pizza parlor.

“It's kind of a white ele-
phant,” said Mrs. Gregory
Marks as she picked up her
children at the local elemen-
tary school.

“It was supposed to give

7.000 jobs. Then they didn’t:

even open it up. They proba-
bly forgot what it was
about,” said John M. Blum;
a Texaco filling station at-
tendant.

GSA  acknowledges its
only definite plans call for
filling a quarter of the
building by January with its
records from the Bell ar-
chives center and two small
Orange County offices of
the Internal Revenue Serv-
ice and Geological Survey.
(SA has calculated that the
building must be at least 83
per cent full to justify its
cost,

At least 33 agencies have
besn asked since 1971 to
move into the building, GSA
records show. But, with the
exception of the IRS and
Geological - Survey offices,
which will occupy 2 per cent
of the structure, they have
declined, generally on the

grounds the building is re-
mote and lacks public trans-
portation and nearby hous-
ing for gavernment employ-
ees,

When asked by congress-
men or OMB officials dur-
ing the past three vears
about its plans for the build-
ing, GSA has cited a num-
ber eof potential tenants,
ranging from the Food and
Drug . Administration and
Defense-Department to the
Bureau of Prisons and Coast
Guard. But each time the

plans have fallen through,
and other agencies were
then cited in response to
new inquiries.’

Under normal government
and commercial procedures,
a large offiee building, par-
ficularly in a remote area, is
not constructed or pur
chased unless it is known to
a large extent who will oe-
cupy it. But in this case, ac-
cording to GSA records for
it (which would stand 10 feet .
high if stacked on top of
each other) show that GSA ’
first decided to acquire the
building and then looked for



tenants.

High on the list of possi-
ble uses enumerated in the
first document in the file is
storage of Mr. Nixon's pa-
pers and projected office
space for the Western' White
House and the San Diega
Republican Convention.

Sampson, in an interview,
said the mention of the con-
vention referred to
“speculation” that Cabinet
members attending the con-
vention might need offices
nearby. Gerald D. Meckler,
a GSA San Francisco Te-
gional spokesman, said the
reference was to. possible
use of the Rockwell building
for convention “security,”
even thought it is more than
an " hour’s dvive from San
Diego.

The same document—an
Aug., 14, 1871, memo Te-
counting a meeting with
GSA San Franeisco regional
administrator Hannon—says
staff members were as-
signed fo look for nccupants
for the building.

But the first formal ree- |
ommendation to acquire the :
building was made three
‘months later without any in- !
dication that such tenants ¢
had been found. Indeed, just j
before the recommendation '
was approved in November |
by then GSA Administrator |
Robert L. Kunzig, Hannon .
wrote to Kunzig:

“We have explored many
possibilities (for occupancy)

and are continuing to do so, |
and feel optimistic that, |

given time, we can arrange
occupancy to the extent that
we can justify acquisition of
the building by exchange.”
Hannon listed only two
definite uses for the
building: allocation of 150.-
000 square feet of the 823 -
000 useable square feet of
space for storage of GSA
records from the Bell ar-
chives center, and 25,000 to
50,000 square feet for an

“interim  presidential Ij'-'

brary.”

During the course of the
negotiations to aequire the
building, several GSA offi-
cials took note of the agen-
cy’s apparent lack of a plan
for its use, according to
GSA documents.

One of them, Noerman C.

Miller, said the agency had
“few firm requirements” for
the building. And as re-
cently as last January, Stan-
ley M. Mix, another GSA
aide, expressed concern that
the acquisition might be ap-
proved by congressional
committees. “One of the key
problems to be resolved as
quickly ag possible is solieit-
ing enough tenants .. .” he
said.

GSA refused to allow this |

reporter to interview a num-
ber of other GSA officials
with first-hand knowledge of
wvarious aspects of the trans-
action. Asked why, Sampson
said, “We want to be sure a
consistent story is being
told.” )
The ‘most serious objec-
tion to the acquisition came
from OMB, which had statu-
tory authority for approving
the transaction. OMB offi-
cials told GSA that even if
the building were obtained:
at a bargain priee, it did not
appear that GSA had “suffi-
cient requirements for the
space to justify its acquisi-
tion.” ‘ ‘

The building, OMB said,
“appears to be a white ele-
phant since North American
was not able to sell it on the
private market hefore ap-
proaching ‘GSA.” In his ap-
praisal of the building for
GSA., William W. Abelmann
said only about 25 of the
largest comnanies in the
country could wuse such a
large facility.

Before GSA became inter-
’ ested in the building, Rock-

well had received one seri-
ous inquiry about purchase
of the facility, according to
Rockwell’'s broker., Robert

W, Draine, senior vice pres - '

dent of Coldwell-Banker Inc.
in Los Angeles.

The interest came from
Fluor Corp., a construction
firm. Melvin A. Ellsworth,
{ N president of Fluor, told The

Washington Post he decided
against buying the building
because it was “too far from
where people live.”

Rockwell had planned to
build housing for employees

| near the site, but the plans
were dropped when the
company put the building
up for sale.

Interviews with local as-
sessors, appraisers, and con-
struction and real estate ex-
perts indicate GSA paid a
fair price for the building.

Built for $27 million, 1t was .
appraised in 1972 at $20 mil-
lion, and this price was paid
by GSA by giving Rockwell
about $20 million worth of
property owned by the Air
Force,

But although GSA has
claimed this property was
“no longer of need to the
government,” GSA files
show the Air Force declared
it surplus -only after Rock-
well had identified the prop-
erty it wanted and GSA had
asked the Air Foree to call
it surplus.

The property had been
used by Rockwell under a
contract arrangement it had
with the Air Force.

What GSA acknowledges
it did not consider was that
after the government traded
the Air Force property to
Rockwell, the firm ecould
charge the government over
the next 20 to 30 years for |
the cost (the value of the
Lagunn Niguel building it
traded) of acquiring it

This charge, in the form |
of depreciation, could be
made because Rockwell’s
government contracts —
which had been renewed ev-
ery five years for a number
of years—reqguire the gov-
ernment to reimburse the
firm for costs it incurs in |
carrying out its work. These
costs including the expense
of aequiring buildings. When
the buildings were owned by
the government, Rockwell
could not make these
charges.

Several months after the
exchange of property be-
came final last March, the
Air Force informed GSA
that Rockwell had begun
charging for the buildings. |
Instead of basing these |
charges on the 1972 ap- |
praisal value of $20 million |
used by GSA to value the |
exchange, Hockwell used a |
figure from a 1974 appraisal |
that was $7 million higher,
the Air Force said.

In response to a query,
the Air Force said Rockwell
could eollect as much as 518
million from the Air Force
over a period of years for |
the use of the buildings. It
also said Roeckwell could he

entitled to a higher profit
margin on ifs contracts be-
cause it was supplying ’its
own buildings. \




Walter C. Moreland, GSA
assistant commissioner for
real property, said he knew
there would be an addi-
tional cost, but because the
exact amount was not clear,
there was no need to take it
into account. He said OMB
should have known there
would be such a cost, al-
though Weinberger said he
was told just the opposite
by GSA.

A Rockwell official, Dr.
Richard K. Wilson, staff vice
president, said the govern-
ment got a “good deal” in
the trade,

Asked why it gave away
properties for which it still
apparently had a need, the
Air Force said it did not

need to cwn the buildings so
long as they were used for
government work.

Rep. Jack Brooks (D-Tex.),
chairman of the House Gov-
ernment Activities Subcom-
mittee, called the Rockwell
acquisition “part of the
Nixon-San Clemente devel-
opment at public expense
for his (Mr. Nixon's) per-
sonal benefit.”

Brooks, who said GSA
avoided obtaining congres-
sional approval by exchang-
ing property rather than
buying it, added: “They
gave away productive facili-
ties that they still needed

- for a building they really

didn’t need. It looks like
they wasted $20 inillion.”



