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Loan Cut Cost
Of Calif. Home
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By Ronald Kessler

Washington Post Btaff Writer A
President. Nixon's two close fnends~'
reduced by at least 18 per cent the prieé-.

Mr. Nixon paid per acre for his San’

Clemente estate in 1969, an analysis of—

the transaction indicates

This discount, made possible by Charles
G. (Bebe) Rebozo and Robert H. Abplan—--
alp, does not take into account the valile
of the 14-room house that Mr. Nixon alsd
obtained on his portion of the estate.™
If the house is included, based on its-
value as determined by tax assessments,
Mr. Nixon's tota] discount woulﬂ ‘be 43
per cent.,

Mr. Nixon benefitted fmm this finan-
cial windfall without any investment on
his part. He made no cash down payment
on the San Clemente property because
it was covered by a personal loan he re-
ceived from Abplanalp, And he received
the large discount in buying his portmn
of the estate because the remainder. 'oft
the estate was sold at a profit by 1
Nixon to Abplanalp and Rebozo. ‘

Mr. Nixon’s San Clemente purchase
was the first lransactwn to raise subStarr-
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tial questions about the Presi-
dent's personal finances he-
- cause of conflicting state-
ments ‘issued by the White
House on the terms of the
transachon

When the purchase was
first announced, the ‘'White
House said Mr. Nixon was
buying only a portion of the |
entire San Clemente estate,
The price, the White House
saitl, was $340,000, of which
$100,000 would be paid by
Mr. Nixon in cash. The re-
mainder was to. be covered
by a mortgage loan.

The White House initially
did not explain what was to
become of the rest of the es-
tate. One statement said it
might be purchased by the
Richard ‘Nixon Foundation.
But the foundation’s latest
financial statement indi-
cated it had assets of only
$114,000, not enough to buy
the balance of the land.

As recently as October,
1972, White House aides
were still saying Mr. Nixon
was looking for a buyer for
the balance of the estate.

Asked what had happened
to that land in the interim,
then White House Counsel
John W. Dean III said it is
“in limbo.”

This year, the White

House began to tell an en-
tirely different story. It said
Mr. Nixon had actually pur-
chased the entire 28.9-acre

.tract of land in 1969. The

price was not $340,000, but
$1.5 millionr the White
House, said. Because of a
loans from Abplanalp, Mr,
Nixon did not have to make
a cash down payment, the
White House statements in.
dicated.

The White House also re-
vealed that Mr. Nixon sold
23 acres of the estate in 1970
to an “investment company
set up by Mr. Abplanalp.”

So it was nearly two years
after the date of this sale
that the White House was
still saying it was looking

 for a buyer for the land,

Further details of the -

transaction came out in an
audit commissioned -by Mr.
Nixon last summer. The au-
dit, by the accounting firm
of Coopers & Lybrand,
showed that the investment
company set up by -Abplan-
alp to buy the balance of
the estate was actuallty a

partnership consisting of.

both Abplanalp and Bebe
Rebozo, who was said to
have subsequently with-
drawn his inferest.

The auditors said they did
not know if the money paid
to Mr. Nixon by the partner-
ship came originally from
the personal funds of Re-
bozo and Abplanalp, from
their corporate funds, or
from some other source.

When asked at his Sept. 5
press conference for the rea-
sons for the contradictory
statements about the San
Clemente purchase, Mr.
Nixon did not answer the
question.

A closer look at the trans-
action, however, gives some
indication of why it was so
unusual.

To make it easier to un-
derstand, it can be com-
pared to the purchase by a
typical home buyer of a $50-
000 house.

The buyer has found the

$50,000 house that he wants, '

but he has one problem. It

is part of a five-acre tract of

land selling for $250,000.
The seller insists on sell-

ing the entire tract of land."

But the home buyer can
only afford the $50,000 prop-

erty.
The home buyer then has
an idea: if he can temporar-
ily buy the entire estate,
then resell most of it at a
good price, he can get the
house he wants. But how
can he buy the entire estate,
even temporarily? A bank
in most cases will not loan
him such a large sum unless
the home buyer can guar-
antee he can sell the rest of
the land to repay the loan

and the home buyer can '

make no such guarantee,
A solution to the quan-
dary is provided by : the
home _ buyer’s wealthy
friend. The friend says he'll

make the Ioan so the home

_buyer can purchase the en-
tire estate. The friend also
says he'll take care of the
sale of the balance of the
tract; he’ll buy it himself.
The friend then does that
and more. He makes the
loan, and the amount is so

great the home buyer does
not even have to make any
cash down payment. The
friend then buys the balance
of the land, and he pays

such a high price for it that ‘

the home buyer winds up

paying far less than $50,000

for the part of the property
he wants.

In other words, he makes

a profit on the transaction.
And after it all is com-
pleted, the wealthy friend
says that, because he doesn’t
have any immediate use for
the lhind he hought, the
home buyer can use a por-
tion he needs to gain access
to his house.

So altogether, the home
buyer got the house he
wanted, made no down pay-
ment, has the use of the bal-
ance of the land to gain ac-
cess to his house, and ended
up paying considerably less

than the $50,000 value of the _

-house. " -

How much less can be

seen from the .actual trans-
“action.

In 1969, Mr. Nixon bought
the entire 28.9-acre San Cle-
mente estate for $1.5 mil-
lion. To cover the purchase,
Mr. Nixon obtained a $625,-
000 loan from Abplanalp.
This paid both for the down
payment and the first pay-
ment of principal and inter-
est due on a mortgage.

In 1970, Mr. Nixon sold 23
acres of the estate to his
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two friends, Abplanalp and’
Rebozo, for $1,249,000. This
left Mr. Nixon with 5.9 acres
with a 14room house on it.
His net purchase price, af-
ter he received the money
from his two friends, was

$251,000, or $42,542 per acre. -

This compares with the
$51,903 price per acre paid
by Mr. Nixon when he first
bought thé entire estate in
1969.

Mr..Nixon’s discount—the
difference between the two
prices—was 18 per cent,

At first glance, the price
paid by Mr. Nixon's friends
for their 23 acres does not
appear to be out of line, It
came out to $54.304 per acre,
an increase of 5 per cent
over the 1869 price Mr.
Nixon paid.

A closer look, however, re-
veals that while the 1969
price included a 14-room
house on the estate; the 1970
purchase by Mr, Nixon's
friends was of land without
a ‘house, And becauyse the
friends paid a markup of 5
per cent on four times more
land than Mr, Nixon had,
Mr. Nixon's profit- was great
enough to substantially re-
| duce the sum that he had to
pay for his portion of the es-
tate.

The full extent of-the ben-
efit Mr. Nixon received
from the transaction ecannot
be exactly determined be-
cause the original purchase
price paid by Mr. Nixon in
1969 did not break down the
value of the portion of the
estate he eventually re-
tained. v

However, an estimate can
be made based on an ap-
praisal of the property made
for tax assessment purposes.
Tax assessments, while not
precise, ‘are generally con-
sidered a rough . indication
of the value of property.
And the San Clemente as-
sessments show the value of
Mr. Nixon's house to be
about 15 per cent of the to-
tal value of the estate.

Using this percentage to
weight the 1969 purchase
price of the entire estate,
the value of Mr. Nixon’s por-
tion of the property would
have been $82,253 per acre,
compared with the "$42 542
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price he énded up pay‘_ing.
This represents a discount
to Mr. Nixon of 48 per cent.

This comparison indicates

' Mr, Nixon’s friends paid 23

per cent more per acre than
the price of their share of
the estate a year and a half
earlier. -

In dealing wnth the ques-
tion of whether Mr. Nixon
should have reported a ’napl-
“tal gain -on his San’ Cle-
mente transaction for in-
come ax purposes, the White
House issued over this

‘_ weekend © statements
“conflict on whether. Mr.
. Nixon received a discount.

CHARLES G. REBOZO

that

The statements' said Mr.
"Nixon'’s tax accountant, who
. originally determined that
'Mr. Nixon should not pay a
capital gain tax, believed the
property that Mr. Nixon’s
friends bought from him in
1970. Under this interpreta-

tion, Mr, Nixon received no

dmcount

The accountant’s detemp
nation was made, according
to the White House, on the

ARTHUR F. SAMPSON

v

basis of his “knowledge of
the values of property” in the
San Clemente area. A spokes-
man later said that the ac-
countant had taken note of
two appra.wals of the pro-
perty made in 1969,
However, the White

. House also reported that

Cooper & Lybrand, which
audited the San Clemente
transaction, had determined
that Mr, Nixon realized a
capital gain on the sale of
the extra 23 acres of $117-
370. The White House said



* Coopers & Lybrand relied
on the two 1964 apra.sa.s.

Under this firm’s interpre-
tation, Mr. Nixon received .a
*zrount on the transaction
of 37 per cent per acre.

It was |Abplanalp’s loan,
which enabled Mr, Nixon to
buy the entire tract in 1969
before reselling .part of it,
that enabled Mr. Nixon to
1eahze a profit in the end.

'At his Sept. 5 press con-
ference, Mr. Nixon implied
that the fact that he used
loans to buy both his San
Clemente  and Florida

houses indicated he is not -

wealthy.

“TI owe money ‘on a]l of
them (the houses),” he said.

To wealthy investors, how-
ever, the most desirable in-
vestment is one made solely
on credit. .

“If you buy something

with no money, and sell it .

for a profit, it’s like a gift,”
says a Securities and Ex-
change Commission official
who has traced hundreds of
financial deals. “The goal
(in high finance) is to pu* 1
as little of your own money
as possible.” ;

Despite Mr. Nixon’s pur-
chase of his properties for
no down payment, the Coop-
ers & Lybrand accountants
who audited his transactions
told reporters who called

them for comment that Mr.
Nixon actually spent $803,-
000 on the houses.

The $803,000 figure turned
out to include a mixture of
payments of principal and
interest on Mr. Nixon's
loans and of expenditures

for operating and main- "'

tenance expenses for hig

- three houses . for the past
four years.

A typical home buyer who

" tallied all the money . he put

into his house for a four-
year period also would come
up with a high figure, al-
though it would be propor-
tionately lower than Mr.
Nixon’'s because it would ap-
ply to only one home consid-
erably less expensive than
any of Mr. Nixon’s.,

The average home buyer
also does not receive help

from the government in dec- -

orating and maintaining his
property.

. An audit by the General

Services Administration, the
government housekeeping
agency, indicates govern-
ment expenditures on Mr.

Nixon's San Clemente prop-

erty included 813,500 for
new furnaces, $1, 858 for a
flagpole $998 for a wrought
iron railing, $1,950 for prun-
ing dead branches, $3,800
for a connnection to the city
sewer system, $8,810 to re-

move dry weeds, and $25,524
to maintain the grounds,
Arthur F. Sampson, the.
GSA’s administrator, has de- .
fended many of the expendi- .
tures on. the grounds they
were necesgary for ™
“security.” e
GSA has said the old fur-
nances weré replaced be -

. cause they were unsafe and

virtually unusable, the old ..
iron railing was hazardous, %
the weeds were a fire haz-
ard, and the landscaping
was needed to ‘1nsure B
growth.”

In addition to the im- -
provements to the home and i
grounds, GSA paid $4,834" j
for furniture for Mr. Nixon's *
den in the San Clemente °
home, the GSA audit shows. *

A GSA spokesman said this
was done because govern-::'
ment services traditionally *7

. follow a President wherever -

el

he goes, - o
Mr. Nixon also received a'“"
gift of a three-hole golf ™~
course for his San Clemente °
estate from 76 California’
businessmen. The course, "’
provided in 1870, would |
have cost $65,000 to $75.,000 *
if Mr. Nixon had paid for it ¢
himself, according to Gene ~
Stoddard, who supervised o
the work. He said materials -
contributed to ‘the course
alone amounted to $40, 000.




