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FINANCIAL OR BUSINESS INTERESTS OF OFFICERS
OR EMPLOYEES OF THE SENATE

THURSDAY, JANUARY 23, 1964

U.S. SENATE,
COMMITTEE ON RULES AND ADMINISTRATION

'-W ashington,D D.C.
The committee met, pursuant to recess, at 10:10 a.m., in the caucus

room, Old Senate Office Building, Senator B. Everett Jordan (chair-
man) presiding.
Present: Senators Jordan, Hayden, Cannon, Pell, Scott, and

Cooper.
Also present: Gordon F. Harrison, staff director; Hugh Alexander,

chief counsel; L. P. McLendon, general counsel; Burkett Van Kirk,
associate counsel; James Duffy, associate counsel; William B. Whit-
ley, staff assistant, to Senator Jordan; Walter Mote, professional staff
member • William Ellis Meehan, investigator; Samuel Scott, investi-
gator; Alice Clark, staff.
The CIIAIRMAN. The committee will come to order.
I have a statement which is necessary to be read outlining the pur-

pose of this meeting this morning of this investigation. I would ap-
preciate all the witnesses who have been called to testify to listen to
this statement in order that we don't have to read it over to each wit-
ness that will appear.
A quorum being present, the committee will please come to order.
The committee is acting by direction and under the authority of

Senate Resolution 212, agreed to October 10, 1963, and Senate Reso-
lution 221, agreed to November 1, 1963. Senate Resolution 212 au-
thorizes and directs the Senate Committee on Rules and Administra-
tion to make a study and investigation with respect to financial or
business interests or activities of any officer or employee or former
officer or employee of the Senate for the purpose of 'ascertaining, first,
whether any such interests or activities have involved conflicts of
interest or other improprieties; and, second, whether additional laws,
rules or regulations are necessary or desirable for the purpose of pro-
hibiting or restricting any such activities.
Witnesses have been interviewed by the staff and heard both in

executive and public session. Confidential evidence has been obtained
and testimony received to date. Witnesses who have appeared pre-
viously or who will be called in the future possess information which
the committee deems material and pertinent to the provisions of the
resolution of direction and authorization and which will aid the com-
mittee in fulfilling its legislative purpose.
The Chair advises each witness that he is entitled under the rules of

procedure of this committee to retain and be accompanied by counsel.

757



758 FINANCIAL INTERESTS OF SENATE OFFICERS OR EMPLOYEES

The counsel may advise the witness of his legal rights during the
course of his testimony. Should the witness not fully understand
any question, the witness may ask for clarification. Counsel, however,
shall not coach the witness or answer for the witness.
The committee will now proceed to hear the testimony of Mr.

Drennan.
Will you kindly rise, Mr. Drennan, and be sworn?
Raise your right hand, please, sir.
Do you solemnly swear that the evidence you are about to give before

the committee in the matter now under investigation is the truth, the
whole truth, and nothing but the truth, so help you God?
Mr. DRENNAN. I do.
The CHAIRMAN. General counsel may take over and proceed with

the investigation.
Mr. MCLENDON. Will you state your full name and residence?

TESTIMONY OF LORIN H. DRENNAN

Mr. DRENNAN. Lorin II. Drennan, Jr., 5903 37th Avenue, Hyatts-
ville, Md.
Mr. MCLENDON. Are you in the employment of any agency of the

Government?
Mr. DRENNAN. Yes, sir; I am an Assistant Director of the Civil

Accounting and Auditing Division of the U.S. General Accounting
Office.
Mr. MCLENDON. Have you been assigned to work with the investi-

gating staff of the Senate Rules Committee in connection with this
investigation?
Mr. DRENNAN. Yes, sir; since November of 1963.
Mr. MCLENDON. And have you been on duty with the committee

since that date?
Mr. DRENNAN. MS, sir.
Mr. MCLENDON. Mr. Drennan, have you examined the records of a

number of banks and also the Small Business Administration in
connection with loans obtained and the financing of what is known as
the Carousel property in Maryland?
Mr. DRENNAN. Yes, sir; I have.
Mr. MCLENDON. In that connection, have you inspected and obtained

copies of financial statements filed with various banks by Robert G.
Baker?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. Will you begin with the earliest one in point of

date, and describe them, and state to the committee what the net worth
of Robert G. Baker is shown to be on each of these statements, and
comment on any other items that occur to you to be pertinent as you go
along?
Mr. DRENNAN. Yes, sir.
The first financial statement that we have, which we will introduce

into the record, is dated May 3, 1954, and is signed by Bobby G. Baker.
This statement was submitted to the National Bank of Washington
and shows a net worth of $11,025. The principal assets shown on this
statement are real estate, $21,375, and stocks, 120 shares of Kerr-McGee
Oil Co., valued by Mr. Baker. at $5,000.
(The statement referred to was marked "Drennan Exhibit 1," and

is as follows:)

0



FINANCIAL INTERESTS OF SENATE OFFICERS OR EMPLOYEES 759

•

rit,K11,17 L

DRENNAN EXHIBIT 1

Occupation or Buteg

Addreas   .,  . /Ns,  g 

To the NATIONAL BANK OF WASHINGTON, Washington, D. C. •
Me

auh.e's:ir'44:4de:i f*Rr ono:: 1"oriTleaft irnridneLa717! Za'rsitl*i Tie 7tendsli .1,47:3:111"Thie 
In soy VI:1"T 1;a1"1:'

accurate statement of fins:me/al rendition on
that if any change carol that materially reduce, the meant or of Me 'aligned to pay all claims or 11/7,111d1

poirrii Si",, the undersigned will immediately and without delay notify t aid Rank, and unless thr Bank is to
netified continue to rf1.7 upon Opt statemini herein gift, as • int and accurate itatentent ff the financial
rendition of the undersigned.

jsi ronsideratien of the granting of lurk reedit, ohs una'ersigned agrees Met if the andertigned an Mn:,  ar becomes
inteleent m, or comits an Art of Bankruptcy, or (I any e the representations made hlow prow to be untrue, or if
the undersigned faih to not* yew of any material Mange as before agreed; Mtn and In either loth rase all alio-
lions If Mr undersigned held by you shall, at your election, immediately hewmi due and payable wishing demand
to none, and Me same may le charged against the Agllemet of any deposit rgf the undersigned with yea, Me wider-
:4nel hereby giving a continuing Hen rpm each balance if depork discessnf frees lbws ts Hs. Ma, A. seer, a

obligations of hie undrrtigned hell by you.

ASSETS

-

LIABILITIES

Carh bend
. I

payable to bankson

 k_ ___

Note. Receivable (good) owing by customers

Accounts Receivable (good) o,,intI by ..t.latell—
Cash Woe Life Innmance__neges

_____'Y
• ..

Notes
,

Notes payable to others,

Borrowed on Life Ineurance_______________

or liens on reel eetate -\-,  -- 3_ --, 
Reel F.ttete (Itemite below) 11, \ 7.--j

Fquipment uted in buciness-_--. eXWA7,- --Vt7M.-4143.1'. '_V._.{1)

Stockr—(11temire reverse side) ‘ArNiv'
Boncle--(Iremize cetera'. ride)

1st Mortgages--(Itemire reverse side)

2nd Moitgagek--(slt4nize reverse Bide)

\ CNN 1r L,..) ) 

a
'\0-v Total liabilities__------.

Net Worth_______ ...... ..__

V\
_...,...
,1)C '''''

If- \ \ 0.v <'

TOTAL 1,c (i) r 1ov,... TOTAL V% o'\ ,

REAL ESTATE: (Please Give Particulars on Each Parcel Owned)

Lot Square Street end Number Titk in Name of Cost ValAssertedue Mortgages Immures

V - , .. .11MIU V). $k

r̀  ,

lerfAkc—.. 1• i

State annual net income from veal estate and securities-___

State annual net income hem burin., or profeetion  

Salary per annurni\i / -tr/ 

Other income 

Amount of life imam,. crd, $ \r`r4  Beneficiary 

Give &taila of contingent liability of any kind or tura,an endoreer or guarantor, or sceemmodation endorter

Are any of your assets, other than real estate, pledged or hypothecated In any va—Ta;e\t\t—

•  '

Ars you a parer. En any firm  4 

Is time way etfear poses lateraread Is yew imalamot, sitharan a special or limited puttruart

tours%
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DRENNAN EXHIBIT 1—Continued

STILY:':St

Nornher 
M•rket4 ThIrm Fame of Comp•nr Kind nf Smirkr I vibm•

.\ Y 0 •114 ,..11;11L. Me ,:...,- ,,ese..-....- • $ nr-o _

11

BONDS:

Par
Values Name of Company Dacriptioe Market

Vetoes

FIRST MORTGAGES OR FIRST TRUST NOTES+

Property Street and Nu Lot Sq. Total Trust Amountmber
Owned

$ $

SECOND MORTGAGES OR SECOND TRUST NOTES:

Property Street and Number Lot Sq. Total tat Total 1d
Amottet
Owned

I hereby certify that the abort is a tree and correct statement se of the date above grated mid I otadentand that any aedlt now or hereafter elven
use Is made epos the menath of the etatements °brained herein.

(Dete alined) ))1 Ceal

Sigaatare
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Mr. DRENNAN. The next financial statement is dated June 28, 1957,
signed by Bobby G. Baker, also submitted to the National Bank of
Washington, showing a net worth of $81,133. The principal assets
shown on this financial statement are real estate valued at $40,000,
which includes his home and investment in an apartment in Pickens,
S.C. The other items are stocks valued at $54,200—the stocks of four
companies—and shows a value for those stocks. He also lists 10 shares
of Don Reynolds Insurance Co., with an unknown value marked be-
side them.
Mr. MCLENDON. Is the word "11111010W11" used?
Mr. DRENNAN. The word "unknown" is used. I might mention at

this point that in all the subsequent financial statements that I will
discuss, Mr. Baker shows that he owns 10 shares of Don Reynolds
Insurance Co., valued at $5,000, in each of those statements.
Mr. MCLENDON. Is that in all of them except the one that you 
Mr. DRENNAN. All the ones that I will refer to hereafter.
Mr. MCLENDON. All right.
Mr. DRENNAN. As you know, Major, Mr. Reynolds has testified be-

fore this committee to the effect that Mr. Baker has never owned any
shares in his company.
(The statement referred to was marked "Drennan Exhibit 2," and is

as follows:)
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DRENNAN EXHIBIT 2

Name

Occupation or Business. ........

Address    // 
f.

- co:01

.,..;',4.to..'ith.e.NATIOis BANK OF WASHINGTON, Washington, D. C
„."

rh
olc'c frith and

condition ors of. , op. , and agrees
rt"..11.0 as 11 any...Want occurs Vrat materially reduces the means or ability of the undersigned to pay all claims or demands

against the the_ undertigned will immediately and without delay notify she said Bank, and unless the Bank it so
norrfiri sit-,iiay-tantinue to rely upon the statement herein given as a true and arearate statement of the financial

of the undersigned.
In consideration of the granting of such credit, the undersigned agrees that if the undersigned a any rime fails Of becomes

insolvent, or commiss an Act of Bankruptcy, or if any of Mr representations made below prove to be untrue, i-
lk, undersigned „fails to notify ye of any material change at heore agreed; then anei in either such case all obliga,
dons of me ands.raigned held by you shall, at sour erection, immediately become due and payable without demand
or nonce, and the IOW may be charged against ihe balance of any depotit of the undersigned with you, the under-
signed hereby giving a continuing hen ripen such balance of deposit account from time to time existing to secure all
obligations of the undersigned held by you.

Airpretc.Let:

, ASSETS LIABILITIES
l—

i Caeh on hand_ 1 ---71 payable° C.
; 

Notes  to banks

I Cash in _   Bank_ . 
I 

.1 .0...  ,....i Oa
6 

l_12.4.. Notes payable to others --I
Notes Receivable. (good) owing by customers ...i i V ,___i Open accoun. payable_ _ 

'i Accounts Receivable (good) owing by customers_....!, : _...s, 1 .4 Borrowed on Life insurance  —°-- --i,
Cash Value Life insurance_.___________.I'

)
•1i_p2 2

l

.1.,

a

L 

_a _z

2

v'_ ri

Morwages or lie

—

ns on real estate

- 
—  el?

RealEstateJtenzebeow _17eia*g_ a° -1
Iuipmentwedinbusiness_ l( _-- i  --H1

I stacka--(icernize reverse side)
• B0116--(1.17fat reVellit side)_—_-_______--—-4.—  -11---' 1--- --1
1 1st 

I 

Mortgagea—(Tternite. reverse sicle)_____11 , i i___It. 
2nd Mortgages--(itermse reverse side)  1 I -11 

-.•-.....
, ______i

IT i _J

:. , ' ! '  

1----- 4 1 
1 

I 

. 
— 

•• Total liabilities... 
 —1`!I._  Net Worth 4,

TeT Ityb ,13 331 0 0 ,ii 
1 .._-,

AL 

(Please Give Particulars or. Each Pirc..-.1 Owned)REAL ESTATE,

TOTAL e ;

Lot Square Street and Number 'Title Assessed in Name of Coat Mortgagee Tam:ante

 133 1   $   tf. ; ,paal! LA) i
 — 

 I I
;

a. Mtst 

. tJr,7
0 o

State annual net income from real estate and securities.

State annual net income from business or profession  

Salary per annum  

Other income

Amount of life insurance carried, $...S.:041.0.f.!..— __Beneficiary
, 

/ 0$

Give details of contingent liability of any kind or nature, as endorser or guarantor, or accommodation endorser.. 

—  
Are any of your assets, other than real estate, pledged or hypothecated in any way?  412 _

Are you a partner in any 

soy

fuint. 4...5

Is shoos y other person in in your business, either isa special or limiest! partner) 9<-‹ 

•
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DRENNAN EXHIBIT 2—Continued

r Number
.-1Shares

—••-•
Name of Company Kind of Stock

.Mari
ues
cet • 1

Val 

(r...t 0. c. s0. iy___.kle-

C........A:...L., , -
6.A...., 

,....;3.0,_ 
7 I

4, ‹.. (-4„.........„.., de J 1 0 Q__1

35 .
1 

- 4, c, i1 t7 .0
$

1.111W ̀  S i ,f ' • /WC.- •
;

--;

BONDS:

Par
Values

1Name of Company Description
Market
Values

$
1

$
t1,--- ,

I

1

1
!

I
I !

IH I

FIRST MORTGAGES OR FIRST TRUST NOTES:

Property Street and Number Lot Sq. , Total Trust

1  $  $

 1 

 1 
 1 

Amount
Owned

  HH

SECOND MORTGAGES OR SECOND TRUST NOTES;

Property Street and Number 1
I

i
Lot I

1

ISq. 1 Total tat Total 2d
Amount
Owned

1 1 $ I
$

I
$

1 I
1

1 1I
1 I

.

I

.c.Szrruosr-,

I hereby certify that the above is a true and correct statement as of the date above stated and I understand that any credit now or hereafter given
Me is made upon the strength of the statemente contrined herein.

Signature

Date signed).

•-
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Mr. DRENNAN. The next financial statement is dated January 23,
1959, signed by Bobby G. Baker, also submited to the National Bank of
Washington. This shows a net worth of $114,944. The principal
assets shown in this financial statement are real estate valued at 847,000
and included in this real estate is an item valued at $10,000, described
as Orlando, Fla., subdivision. The other principal item shown in this
financial statement is stocks valued at $77,900, and he lists 11 companies
in which he has stock investments.
( The statement referred to was marked "Drennan Exhibit 3," and is

as follows:)
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I
1"1"A `17

DRENNAN EXHIBIT 3

Occupation or Business /1/1-0.....,.-•-t1  —Addres...d..0.0 1-if; .7; cis
To the NATIONAL BANK OF WASHINGTON, Washington, D. C.

The undersigned, for the purpose of procuring and maintaining credit from time to time in any form whatsoever with Me
above named Bank, for claims and demands against the undersigned, submits Ms following as being • true and

Name -B-Olfnilt--Ces)bi2 1,-14/54/1

accurate statement of his financial condition on the _day of  ,op  and agrees
that if any change occurs that materially reduces the means or ability of Me undersigned to pay all claims or demands
against him, Me undersigned will immediately and without delay notify the lahl Bank, and unless Me Bank is so
notified it may continue to rely upon tim, statement herein given as a true and accurate statement of the financial
condition of the undersigned.

In consideration of Me granting of such credit, Me undersigned agrees that if Me undersigned at any time fails or becomes
insolvent, or commits an Act of Bankruptcy, or ff any of Mt representations made below prove to be untrue, or if
Me undersigned fails to notify you of any material change Of before agreed; then and in either such case all obliga-
tions of the undersigned held by you shall, at your election, immediately become due and payable without demand
or now, and Me larTie may be charged against Me balance of any deposit of Me undersigned with you, Mt under-
signed hereby giving a continuing lien upon such balance of deposit account from time to time existing to secure all
obligations of Me undersigned held by you.

ASSETS LIABILMES

Cash on hand_
',Arse'.06

Notes payable to banks 1 .C... L....L.1,.:._

c 'Cash in_ Ban4
Z?"-".'
644_ J.I.S__ Notes payable to other,

Notes Receivable (good) owing by customers 

Accounts Receivable (good) owing by customers__

Caah Value Life Insurance

Open accounts payable__

__LL

_r....t.7....,77._

' •
Borrowed on Life Insurance._ ' _L__C__

_,.._.,Mortgages or liens on real estate_

_L_
2_4_, ,i_iil

Real Estate (Itemize below)

__..........,;2...,2_4_,07:-.
Equipment used in business__ 1 i ;" 1_,C c.' t•

Stocks—(Itemiu reverse aide)
77

.C.12_ c C.

Bonds—(Itemize reverse side) ,
1st Mortgages--(ltemize reverse side) C

_S.._
'

2nd Mortgagea—(Itemize reverse side) ( , ,

Total liabilities 9,l'i C '
Net Worth= _..__4_

-'2.--
/ s' (j3i c c

ToTAL1, ( ( , 1(r > //Y(2-,-/v
REAL ESTATE: (Please Give Particulars on Each Parcel Owned)

Ixrt Square Street and Number Title in Name of Cos -I ,
P,,, r'.•.,.. ...,.6

Assessed
Value Mortgages Insurance

ry 0 6.'it- 4 v 4-r1,7,- $ 21-_ ,Cc. $ ,/ ,-/-. $ 7/ L.,j___
ii, 1,, Aq, ,,.•:. l'..11,,, ( 1...wif,. I \ .< r C! i..'

_12...L .6 _
c.,

)
--4-.--.-

6 (1/1,-, lc, 12. R• -4i kotw Al 6 13/1/e, I /C' L.LCS,L /

5, c,/

State annual net income from real estate and aecuriti  $.2„, // C4“--•

State annual net income from busineas or profesaion e 

Salary per annum  

Other income  (k. s 

Amount of life insurance carried, $  /$7), i.  Beneficiary  ( 
Give details of contingent liability of any kind or nature, as endorser or guarantor, or accommodation endorser //4.

$  / C 

Are any of your assets, other than real estate, pledged or hypothecated in any way? tjc-3 
6 ocL.. '•

it "c f/yWe/\' 

Is &ere say other person ted Is your business, tithe as a special or limited partner? 

Are you a partner 'many firm?



766 FINANCIAL INTERESTS OF SENATE OFFICERS OR EMPLOYEES

DRENNAN EXHIBIT 3—Continued

STOCKS:

Number
of Shares Name of Company Kind of Stock Market

Values

00Z"  )14 ,.. (-<,--- (,1741-1,--,-‘,---, S 3 z c(.
/ e.  - St), C. ....i. e, 1/4-, y2_ cc,

Lnliti /-- Pi 6 - , , ,
i i• ..', 6' q.., .,,, u, IL — s • (- (-,....21-2,..,

.9:,
C...."

A .,,i.-- (p ,..: 1-
I f
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BONDS:
.3 6' 6.

S72
Par

Values Name of Company Description Market
Values

$ $

FIRST MORTGAGES OR FIRST TRUST NOTES:

Property Street and Number Lot Sq. Total Trust Amount
Owned

$ E

SECOND MORTGAGES OR SECOND TRUST NOTES:

Property Street and Number Lot Sq. Total 1st Total 2d Arnouwnednt
O

$ E $

REFERENCES:. CeeCe....4.

I hereby certify that the above is • true and correct statement as of the date above stated and 1 understand that any credit now or hereafter given
me is made upon the strength of the statements contained herein.

Signature

(Date sign,1)....



FINANCIAL INTERESTS OF SENATE OFFICERS OR EMPLOYEES 767

Mr. DRENNAN. The next financial statement we have is dated Febru-
ary 9, 1960, and this one is signed Robert G. Baker instead of Bobby
G. Baker.
This financial statement was submitted to the American Security &

Trust Co. It shows a net worth of $262,102. The principal assets
shown are real estate, $142,000; and under the item of real estate he
shows a one-third interest in two blocks of land at Ocean City, Md.,
and his share of that land is shown as $83,000.
He also shows under the category of real estate a one-half interest in

a $17,600 timber farm at Oakland, Md., and indicates the title of this
farm in the name of Don B. Reynolds and Robert G. Baker. This is
the only time that this particular item is shown in any of the financial
statements we have. And, as you recall, Mr. Reynolds has testified
that Mr. Baker made a $1,000 earnest money deposit on this trans-
action, but never in fact was an owner of the land and the deposit was
returned.
The other sizable assets shown in this financial statement are

stocks valued by him at $159,530. He lists 12 ownership of stock in 12
companies, and of particular interest is that he shows ownership of 28
shares of Mortgage Guaranty Insurance Co., valued by him at $48,300.
This is the first financial statement that we have which indicates
ownership of the so-called MAGIC stock.
Mr. MCLENDON. Did you say 28 shares?
Mr. DRENNAN. Twenty-eight shares.
(The statement referred to was marked "Drennan Exhibit 4," and

is as follows:)



768 FINANCIAL INTERESTS OF SENATE OFFICERS OR EMPLOYEES

INDIVIDUAL

DRENNAN EXHIBIT 4

FINANCIAL STATEMENT

Name  ROBERT G. BAKER 

Occupation or liosio„,  ATTORNEY - SEC. FOR MAJORITY, U.S. SENATE
F-80 CAPITOL BLDG., WASH. 25, D.C. Qapktia 14-3121.

Address Tel

"To The AMERAICAN SECURITY AND 'ilRLIST COMPANY, Washington,. C

The undersigned, for the purpose of procuring and maintaining credit from time to time in any form whatsoever with the
above named Bank, for claims and demands against the undersigned, submits the foyazvirg as being a true and
accurate statement of his financial condition on the day of .  19ez, ,
and agrees that if any change occurs that materially reduces the means or ability of the undersigned to pay all claims or
demands against him, thr undersigned will immediately and without delay notify the said Bank, and unless the Bank is so
notified it may continue to rely upon the statement herein given as a true and accurate statement of the financial condi-
tion of the undersigned.

lit consideration of the granting of such credit, the undersigned agrees that if the undersigned at any time fails or becomes
insolvent, or commits an Act of Bankruptcy, or if any of the representations made below prove to be untrue, or if the
undersigned fails to notify you of any material change as before agreed; then and in either such case all obligations of
the undersigned held by you shall, at your election immediately become due and payable without demand or notice, and
the same may be charged against the balance of any deposit of the undersigned with you, the undersigned hereby giving
a continuing lien upon such balance of deposit account from time to time existing to secure all obligations of the
undersigned held by you.

ASSETS LIABILITIES

Cash on hand
Cash in Bank 8

Notes payable for merchredir, .../ ‘....lt:c
Notes payable to banks. rt.s.,YA./......anvl.......)

t , cm
.J.S±St

isesYhe_
Notes Receivable (good) owing by. customers .. Notes payable to others....
Accounts Receivable (good) owing by customers. 32 000 Open accounts payable. ,..„.. t 33.0,00
Merchandise (How valued? .).. ....
Real Estate (Itemize below) .... 1,142 134

Mortgages or liens on real estate........,
Total mortsages 521 333 34

Furniture and fixture., 2 Cat .
r

.
Stocks.— ( I temire re verse side) .," 159 530 _. 1- .
Bonds—(Itemize reverse side)... .
1st Mortgag,s—(Itemire reverse side)......... ............. .... . .. ..
ad Mortgages—(Itemize reverse side) . Total liabilig  143 34.

• 2 101 ,. .........
_348 2q

TOTAL 1 z„irr „I ..,,,r TOTAL

Please Give Particulars of Each Parcel of Real Estate Owned

Street and Number Title in Name of

I
Purchase I MortgagesPrice m'gages

I

Annual
Payments
Principal
Interest

Balance
Due By 

Held 

1
, .. See Attachment : .. .

1 •

. . • • . . ,

State annual net income from real estate and securities 1959 tax  return

State annual tel income front business or profession
Salary per annum 
Other income  
Amount of life insurance carried, 100,00ô ••—•  Beneficiary  Wife 

Give details of contingent liability oi any kind or nature, as endorser or guarantor, or accommodation endorser 
Co-Endorser for Ernest R. Baker - Union Trust Co. $1,000.00 

Are ally of your assets, other than real estate, pledged or hypothecated in any way?  Yes - Stock 

due in 1960

Will's income

14 000r ..............
00O$.17050 $

$10'400 

Are ‘,0„ parto„ i„ ally  firm?Yea - Tucker and Baker, 200DP Street, NW 

Is there any other ticrstitt interested in your business, either as a special or limited partner? .Po.

Of what c.ntry are you a ,7itiy.en! Yee
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DRENNAN EXHIBIT 4—Continued

SMOCKS::
Number

of Shares Name of Company Kind of Stock What Exchange Listed on Market .
Valens

See

I

Attachment

,

.$

.
,

BONDS:

Par
Values Name of Company D,escriptkm What Exchange Listed on Markm

VMues

$ i

1

t
1

$

1

MRST MORTGAGES OR FIRST TRUST NOTES:

P.,,Kny Street Number Lot Sq. Total Trust Amount
Owned

,

$

1

SECOND MORTGAGES OR SECOND TRUST NOTES:

Property Street Number Lot Stf Total lot Total ad Amount
Owned

Edisto Bank, Denmark, South CarolinaTRADE REFERENCES: .  
Suburban Tfdat- Ccmpany, 8582' Oeor a Ave., Silver Spring,

Maryland - Wr. Harry Meltzer
Raleigh Haberdasher, Washington, D. C.

REMARKS • 

I hereby certify that the above is a true and correct statement as of the date above stated and I understand
that any credit now or hereafter given me is made upon the strength of the statements contained herein.

SignatuR

(Date signed)  (- .. ,

27-211 0-64—pt. 9 2
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DRENNAN EXHIBIT 4—Continued

Aats4- C.

100
100

2,500

STOCKS

$14,000
4,250
30,000 /1.6e-4

Mecklenberg, Inc.
Winn-Dixie
Carolina Pipe Line /

5,000 Carolina Investment Co. 16,500
75 National Bank of Maryland 1,600 2 / /.51,
50 Blue Ridge Development Corp. 15,000
48 Pickens Bank 1,680 7,5" 3Lp°.

2)
Credit Bureau of Easley, Inc. 5,000

//1(() Don Reynolds Insurance Co. 5,000
100 Greenville,S.C. Memorial Gardens 10,000
100 Specter Mid-States 1,700
28 MoAgage Guaranty Ins. Co. . 48,300 -

Cash in Reitrement Fund 7,500

$159,530

•
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Mr. DRENNAN. The next financial statement that we have is dated
September 26, 1960, signed by Robert G. Baker and Bobby G. Baker.
This was submitted to the National Bank of Washington. It shows
a net worth of $278,476. The principal assets shown are real estate,
$132,000, and stocks valued at $183,952. He lists ownership of stocks
in 11 companies, the principal item being 6,400 shares of MGIC stock,
valued by him at $66,172.
(The statement referred to was marked "Drennan Exhibit 5," and

is as follows:)

IND1ViNJAL

DRENNAN EXHIBIT 5

Name 
Robert G. Baker

Attorney •■• Soo. for Majority, U.S.BanateOccuparion or Business
F-43- Capitol Bldg., Washington 25, 21.C.

Address

To the NATIONAL BANK OF WASHINGTON, Washington, D. C.

The ::.tie:j'fi:enidi;dfarBat4e, IrrPZinorft Parncerl'rtaershdl 7geoirt'n't'isge cs7ndJ:rslieg:h; "7: Z„"71e, intoi`,Tilii,"ma,w`i::;,`":,' nub the
„, g rcrse and

accurate siatemeo; of hit financial condition on the a day of . ........... „and
.hat any change occurs that matesially reduces the means or ability of the undersigned to pay all claims or demand;
again!s him, the undersigned will immediately and without delay notify the laid Bank, and unless the Bank is In
notified a may conttnue to rely upon the statement herein given di olde and accurate statement of the financial
condition of the underiigned.

Jraconaaderaassra of the granting of such credit the undersigned agrees that if the undersigned at any time fail; or becomes
insolvent, or C.:ill/MI, an Act of Bankruptcy, Of if any of the representations made below prose to be untrue, Of if
the undersigned lath to notify yoga o,' arty materiel change as before agreed; then and in either such case all obliga-
tion, of the undersigned held by you shall, at yowe election, immediately become due and payable without demand
or notice, and the tame may be charged against the balance of any depolit of the undeerigned with you, the under.
signed hereby giving a continuing lien upon such balance of deposit account from time to time existing to feefffe all
obligation; of the undersigned held by you.

IASSETS 
I   

LIABILITIES

Cash on hand •
IMICO--',1

Cash in 
Bank. ----416 -814 00-il No., payable to banks

_Ri _000400_4 Notes payable to others
Noses Receivable (good) owing by eisstomers 

...,s1 1-500;00-1'
i Opera accouats payable

Aremmts Rexivebie (good) owing by eu5torners ...,  I Borrowed on Life Insurance
Cr-sh Value Life insurance . iiii:i 

000 00— 
Mortgages or liens on real estate

--4ill:407,00-11

183i L952 ' 00--I
I I I
I-°

'Ill ;11
--1 i'

kfimll 111 1
TOTAL 111554, al ..."44-11

n 1 II

E.cai Estate (Itemize below)

Eq...pment tiseci in business

S(ock3—Iitemize reverse sift;

Bonds—, itemize reverse

1st Mortgages--(Itemize reverse side)...

2nd Mortgages—(Itemize reverse side)

0,000. 407-
-0- '

—40O0 
.

• --

• -7611,351:G;100"--
Total liabilities
Net Worth,   1278,.

TOTAL 76,

REAL ESTATE: (Please Give Particulars on Each Parcel Owned)

Date Acquired Street and Number Title in Name of Cost Estimated
Value Mortgages Insurance .

$tsif-Arti,,,-

T

-r-

Stant annual net income from real estate and securities ...

State annual net income from business or profession

Salary per annum
(Wife's Imams)

Other income
135.000

Amount of If insurance carried, S Beneficiary

21,000.00
18,000.00
18,32845
11,200.00

/4460

GintWidociliwnia'iasalc:oisiui:s.laartia:zipriiainV: endorser
Yes • StookAre any of your assets, other than real estate, pledged or hypothecated in any way? .

Are p00. partner in any firm? 
Ti.. Tooker and Paw, Attorneys, OOP20 $t. NA.

NeiIs there any other person interested in your banner, either as a special or limited partner? 
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•

'Po

DRENNAN EXFITBIT 5—Continued

of awns
Nvne 

of tompany Kind of Stock

'

ti.larket
Valves

- . . ' • . ' ' ' $

[

rst$ T.---

!
I---
I-- I

[ I,
t- • __L.__

BONDS;

Par
Values I Name of Company Description Marke,

Values

$ ----' 1 $
0

--1 ,
• • • .

. .
r . ..

. . 1• • . .
J

. FIRST MORTGAGES OR FIRST TRUST NOTES:

Property

. .

Street and Number Lot, Sq. Total Trust
—1Amount

Ownecz

11

1
i• .
1

SECOND MORTGAGES OR SECOND TRUST NOTES:

Property Street and Number Lot Sq. 1 Total let

II

Total 24
Amount
Owned

• $ $ s T-
1
1

i
1

RE—FERENCES• • kassican Security and Trust Co.. East Capitol Branch. Wash.. D.C.
. , Edisto Bank, Denmark, South Carolina

Suburban Trust Co.. Silver Spring, Md.

I hereby certify that the above is. true and correct statement as of the date above stated and I understand that any credit now or hereafter given
me is made upon the strength of the statements contained herein.

Signature

(Date signu)__ /0c./ Ai, 
/Au;

•
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Mr. DRENNAN. The next financial statement we have is dated Feb-
ruary 5, 1962, and we will introduce this one into the record.
Mr. MCLENDON. Mark that, Mr. Reporter.
(The document referred to was marked "Drennan Exhibit 6," and

is as follows:)
DRENNAN EXHIBIT 6

419.. %Alit T. IC 4+,/ AN11 1:0•10./Vgi

,•1 t ol •it (I., I,: • • t• •)• 1.4 • I
-• • I r .••

4,11

Po'Nrittt-y 1qt,

Mr. Rc' .r3.
3321, Nor' hani ton turret,
Washinctrn, D. C.

Noir Mi. Palter:

Irrnsmitt he.rtwtt'l, in aupli'mte, are Statement of Conditicn as at

1.1-.1r, 5, .1'; ‘2, S'et,Tret o tinAt -d Income and ExTensea for Cho

'1, 1,1! a9-1-

f.N I 'I ttA.!--r4A e-hf! 'Iles wev prerr.d from

!„."I I 1 4,1,j, t',11t allit or verification.

!f.0 r„ 0(.4 t! 7(A, thiP nff;-- cont-,. plates, and will make the

'n14 F review of your re,.er(1, for

• 'fn of finAntfol. atILI,,nts it the near future.

Teri truly yours,

r deme/4,

Eri•
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DRENNAN EXHIBIT 6—Continued
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DRENNAN EXHIBIT 6--COILthilled
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DRENNAN EXHIBIT 6—Continued
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DRENNAN EXHIBIT 6—COIIIiHUed
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DRENNAN EXHIBIT 6—Continued
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DRENNAN EXHIBIT 6—Continued
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Mr. DRENNAN. Submitted to the American National Bank of Sil-
ver Spring. It shows a net worth of $1,003,587. I would like to
point out that this particular financial statement was prepared by
the public accounting firm of Millard T. Charlton & Co. However,
as indicated in the letter which we have attached to the financial
statement, these statements were prepared on the basis of informa-
tion given by Mr. Baker which was not verified by this CPA firm.
Mr. MCLENDON. Does the letter so state?
Mr. DRENNAN. The letter so states. So that the fact that the CPA

firm has prepared the statements does not add to the validity of the
statements themselves.
Mr. MCLENDON. This one we are introducing in evidence. The re-

porter has that.
Mr. DRENNAN. Yes, sir.
The CHAIRMAN. Was that the statement of February 5, 1962?
Mr. DRENNAN. Yes, sir.
The CHAIRMAN. What did you say that figure was?
Mr. DRENNAN. The net worth is $1,003,587. The principal assets

shown on this statement are real estate valued at $706,666. The new
items of interest under the classification of real estate—one-half in-
terest in 40 acres of land on Colesville Road, and his interest is valued
by him at $120,000.
(At this point, Senator Scott entered the hearing room.)
Mr. DRENNAN. He also shows one-half interest in a Howard John-

son motel and restaurant, which he states the title is in the Mecklen-
berg Enterprises.
(At this point, Senator Hayden withdrew from the hearing room.)
Mr. DRENNAN. He shows the value of his interest in this motel

and resturant at $250,000. The other principal classification of assets
are stocks valued at $805,860. He lists ownership of stocks in 12 com-
panies, the principal item being 15,130 shares of MGIC stock, valued
by him at $695,980.
The last and most recent financial statement that we have obtained

is dated February 1, 1963, and is signed by Robert G. Baker, sub-
mitted to the Fraternity Federal Savings & Loan Association of Balti-
more, Md.
We will introduce this statement into the record.
Mr. MCLENDON. Mark that, Mr. Reporter.

(The statement referred to was marked "Drennan Exhibit 7," and
is as follows:)
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DRENNAN EXHIBIT 7—Continued
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Mr. DRENNAN. This statement shows a net worth of $2,166,886. The
principal assets shown are $456,666 under the caption of "Real Estate,"
and it would be noted at this point that he shows no interest in the real
estate at the Carousel Motel, which had been sold about that time.
Mr. MCLENDON. This statement was prepared subsequent to the date

that the Carousel property was sold to Serv-U Corp.; is that correct?
Mr. DRENNAN. The sale had not been officially recorded, but I think

that the sale had in fact been made. It was made as of January 1,
1963.
Mr. MCLENDON. And the Carousel property does not appear as an

asset in this statement?
Mr. DRENNAN. That is correct.
Mr. MCLENDON. All right.
Mr. DRENNAN. Under the caption of "Stocks," stock in 14 companies

is shown, with a total value placed upon it by Mr. Baker of $1,582,630.
The principal new item shown in this statement is the ownership of
2,850 shares of stock in the Serv-U Corp., which is valued by Mr. Baker
in this statement at $1 million, and there is an indication there that this
amount was arrived at by multiplying 5 times earnings. I would like
to point out at this time that, in the last statement that we have sub-
mitted, there are two significant inconsistencies between 
Mr. MCLENDON. Before you get into that, let me interrupt to ask

you a question: This last statement, dated February 1963—that is the
one you are talking about now?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. How many shares does he list in the Mortgage

Guaranty Insurance Co. as being owned by him, and of what value?
Mr. DRENNAN. 15,000—I am sorry. I will have to refer to the

statement, Major; 15,130 shares. The value is $453,900.
Mr. MCLENDON. Do you find an item on this statement for February

1963 listed as "D.C.", evidently meaning District of Columbia, National
Bank, 1,500 shares valued at $45,000?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. Do you find an item on this last statement of

Waikiki Savings & Loan Association, 2,500 shares, valued at $8,000?
Mr. DRENNAN. Yes, sir; that is correct.
Mr. MCLENDON. I believe you already said this statement and all of

them subsequent to the first one carried 10 shares of Don Reynolds
Insurance Co. stock valued at $5,000.
Mr. DRENNAN. That is correct.
Mr. MCLENDON. All right. Go ahead.
Any further comment?
Mr. DRENNAN. Yes, sir. In connection with the last statement, dated

February 1, 1963, I would like to point out that there are two major
inconsistencies in the statements themselves. The first inconsistency
relates to the balance sheet, which is page 1, on which, under the assets,
there are listed under the caption "Current Assets" some six items,
and then there is a subtotal of those six items brought out to the next
column, and that total that is typed in the statement is $2,158,630.
However, the total of the individual items listed on the statement
comes to only $1,990,630, or $168,000 less than the total that-is shown
on the balance sheet.
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Mr. MCLENDON. Let me be sure we all understand that. The cur-
rent assets listed in this statement is, in effect, inflated by the amount
of $168,000?
(At this point, Senator Cannon entered the hearing room.)
Mr. DRENNAN. Well, the items that are shown to support the cur-

rent asset total do not total to the amount shown in the column. This
may be a mathematical error. Something may have been left out.
We do not know.
Mr. MCLENDON. At any rate, the addition of the items, the indi-

vidual items listed, is $168,000 less than the total shown on the state-
ment?
Mr. DRENNAN. That is correct.
Mr. MCLENDON. All right. Go ahead. What other error did you

find?
Mr. DRENNAN. The balance sheet on the liability side shows under

the caption, "Notes Payable Bank Secured by Stocks" an item of
$290,000, and makes reference to schedule 3 as supporting that figure.
Schedule 3 lists under the caption, "Demand Notes Payable to Banks"
a total amount of $497,700, or $207,700 more than was brought forward
to the balance sheet.
Mr. MCLENDON. The schedule shows a total of $497,700 owing in

notes?
Mr. DRENNAN. Right.
Mr. MCLENDON. When the figure is carried forward to the balance

sheet—it appears as $364,000?
Mr. DRENNAN. It appears $290,000.
Mr. MCLENDON. The difference being how much?
Mr. DRENNAN. $207,700.
Mr. MCLENDON. Less than the total of the notes shown on the

schedule?
Mr. DRENNAN. Right. Now, if the supporting figures, the detail

figures that we have referred to in these two instances are used rather
than the summary figures, then the net worth 'on this balance sheet
would be reduced by $375,700, and would then total $1,791,186, rather
than the figure shown on the balance sheet of $2,166,886.
Senator SCOTT. How much did you say it should show?
Mr. DRENNAN. If you substitute the detailed figures for the sum-

mary figures, the net worth would be $1,791,186.
This concludes my testimony on the financial statements. Unless

there are further questions, we will proceed to the financial arrange-
ments of the Carousel Motel.
Senator COOPER. Mr. Chairman, I must leave in 10 minutes and I

will be gone for an hour. I would like to ask some questions before
I leave.
Mr. Drennan, you have introduced Mr. Baker's statement of net

worth—the first one being dated May 3, 1954. Is that correct?
Mr. DRENNAN. Yes, sir.
Senator COOPER. At that time, Mr. Baker showed assets of $28,075,

liabilities $17,050, net worth $11,025. I believe the next statement you
placed in the record, the one dated February 1, 1963 
Mr. DRENNAN. The next one placed in the record would be February

5, 1962.
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Senator COOPER. February 5, 1962. This shows net worth of $1
million 
Mr. DRENNAN. $1,003,587, sir.
Senator COOPER. In something less than 8 years, the net worth

of Mr. Baker has increased from $11,025 to over a million dollars?
Mr. DRENNAN. That is correct.
Senator COOPER. Do you have any financial statements made by

Mr. Baker between May 3, 1954, and February 5, 1962?
Mr. DRENNAN. Yes, sir; those were .the ones I described. We have

four statements with dates between that period, which I have de-
scribed.

Senator COOPER. Do you have those statements itemized, as you
have itemized the statements of May 3, 1954, February 5, 1962, and
February 1, 1963? Do you have the complete statements?
Mr. DRENNAN. Yes, sir.
Senator COOPER. I think, Mr. Chairman, they should be placed in

the record.
Mr. MCLENDON. We would be glad to do that.
Senator COOPER. Could you place them in the record?
Mr. DRENNAN. Yes, sir.
Senator COOPER. In what statement did the so-called MGIC stock

first appear?
Mr. DRENNAN. That was a statement signed February 9, 1960.
Senator COOPER. How many shares were listed at that time?
Mr. DRtNNAN. Twenty-eight shares, valued at $48,300.
Senator COOPER. Now, in the next statement how many shares were

listed?
Mr. DRENNAN. The next on 
Senator COOPER. And designate the date of the statement.
Mr. DRENNAN. Dated September 26, 1960, and Mr. Baker lists

6,400 shares of MGIC stock, valued at $66,172.
Senator COOPER. How many shares?
Mr. DRENNAN. 6,400.
Senator COOPER. In the statement that followed after that, was

there any change in the number of shares of MGIC stock?
Mr. DRENNAN. Yes, sir. The next two statements, one dated Feb-

ruary 5, 1962, and the next one dated February 1, 1963, show owner-
ship of 15,130 shares, and the value is different, of course, at the two
dates.
Senator COOPER. In what statement did Serve-U Corp. first appear

listed as an asset?
Mr. DRENNAN. The first one we have is the last statement intro-

duced into the record, dated February 1, 1963.
Senator COOPER. And no statement prior to that had Serv-U listed?
Mr. DRENNAN. No, sir.
Senator COOPER. You have called attention to the difference in the

liabilities on the February 1, 1963, statement, and the itemized liabil-
ities, and as they are carried forward in the compilation of the net
worth.
Mr. DRENNAN. Yes, sir.
Senator COOPER. Could you read off the demand notes which ap-

peared in the statement of February 1, 1963?
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Mr. DRENNAN (reading) :
Schedule 3, Robert G. Baker, Washington,

banks, February 1, 1963:

First National Bank of Dallas, Dallas, Tex 

D.C., demand notes payable to

American Security & Trust Co., Washington, D
Fidelity National Bank & Trust Co., Oklahoma
South Carolina National Bank, Greenville, S.0
Pickens Bank, Pickens, S.O. 

$156, 300
.0  13,000
City, Okla  300,000

8, 000
7, 000

Suburban Trust Co., Silver Spring, Md  5, 400
McLachlen Banking Corp., Washington, D.0 8, 000

Total    497, 700

And there is a footnote here that all notes except the McLachlen
note are secured by stock.
Senator COOPER. Have you verified at these banks this statement

of Mr. Baker's?
Mr. DRENNAN. We have not completed our verification on this.
Senator COOPER. What is your answer?
Mr. DRENNAN. I say we have not completed our verification on this,

Senator.
Senator COOPER. You don't know whether these are secured in any

other way except by the pledging of stock?
Mr. DRENNAN. We do not know at this time, Senator.
Senator COOPER. Do you know whether or not this part of the

statement is being verified to determine its accuracy?
Mr. DRENNAN. Whether it is now being verified?
Senator COOPER. Yes.
Mr. DRENNAN. Some aspects of the statement have been checked

out, but I don't think we are verifying this statement per se at the
moment.
Senator COOPER. That is all I have at present.
The CHAIRMAN. Senator Cannon?
Senator CANNON. No questions.
(At this point, Senator Pell entered the hearing room.)
The CHAIRMAN. Senator Pell?
Senator PELL. No questions.
Senator Scow. I have no questions.
The CHAIRMAN. You may proceed.
Mr. MCLENDON. Mr. Drennan, now will you take up the bank loans,

and tell the committee what records you found in connection with
the bank borrowings?
Mr. DRENNAN. Yes, sir. I might say first that in April 1959, Robert

G. Baker, Alfred S. Novak, and Donald J. Novak purchased a block
of ocean front land at Ocean City, Md., from the Fenwick Corp. for
$75,000. Each of these three individuals had a one-third interest in
this land.
We will now go into the financing of the construction of the Carousel

Motel, which was built on this same land.
(At this point, Senator Cooper withdrew from the hearing room.)
Mr. DRENNAN. On June 19, 1961, Mr. Baker and his partners ap-

plied to the Fraternity Federal Savings & Loan Association of Balti-
more, Md., for a $275,000 loan to construct a motel on the property
that I have just described.
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Mr. MCLENDON. Was that—do you have the letter from Mr. Baker
of that date?
Mr. DRENNAN. Yes, sir. We will introduce that at this time, and

also a copy of the application which accompanied the letter.
Mr. MCLENDON. Directing your attention to the letter, do you find

on the second page a short paragraph reading as follows:

I advised Bill Rogers, Jr., this morning that you can have the grand opening
of your branch at 9 a.m. on August 1.

Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. And this letter is signed "Robert G. Baker"?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. Go ahead.
(The documents referred to were marked "Drennan Exhibit 8" and

"Drennan Exhibit 9", and are as follows:)
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TELENIONt

COLUMIITA 5.7003

ERNIIST C. TUC. KV.
POppirr PAT,.

DRENNAN EXHIBIT 8

LA' OFFICES

TUCKER AND BAKER''
Sum 605 1-1FADQuAR,ER, Du. r'IN.

2000 r SuTEET. N W.A7 DUrONT Cipri r
WASHINGTON 6. a c

June 19, 1961

Mr. Thomas J. Stoddard
President
Fraternity Federal Savings and Loan Association
764 Washington Boulevard
Baltimore 3, Maryland

Dear Mr. Stoddard:

SOUTH CAROt INA °MC.

101 so reNnwoN ST.
rAiicy.SOLITH CAROLINA

Tit,. mow. SASS

Under separate cover I am sending two copies of the blue prints
of our proposed motel-apartments. The blue prints show 63 units. We plan
to build 42 units as motel-apartment rooms, and we will use the space of 5 for
a restaurant.

Based upon the best computation available, it appears that it will
cost us approximately $11 thousand dollars per unit to build this project. We
are constructing a water system for at least 100 units plus sewage for the same.
It will increase our cost appreciably over the cost of the 42 units. We are
contemplating installing central heat and air-conditioning in each unit.

We plan to sell stock to purchasers of these units who will not r. , ewe
titles in any form to the units they purchase our mortgage has p, d
in full. What I am saying is that we will be 100% responsible for the
$270 thousand dollar loan we are seeking, aryl if there should over be any
default, my partners and I will be personally liable, and fore,ln.iire can I),
had immediately on the entire project. The total cost of this project will be
over $500,000 dollars.

We plan to sell these units for $15,000 dollars, with a $5.000 doli,.
down payment, and a $10,000 dollar note from the purchaser to us. The
proceeds of such payments will be used by us to pay our note to you, or we
will pay the loan out of our personal funds.

We will work with your attorneys in every way when we actually
draw up the contract for the selling of stock to the purchaser to make certain
that you and your association are always protected.
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DRENNAN EXHIBIT 8--Continued

My partners in this endeavor are Mr. Alfred Novak and Mr.
Donald Novak of 5502 Montgomery Street, Chevy Chase, Maryland.

In this preliminary application we have not submitted our personal
financial statement since these *ere not requested in the form given me in
Mr. Roger's office. If your board should approve the application, we will
provide you with any data requested.

I am also enclosing a paperback brochure which includes a plot
plan and our firm price that we had received from differentcompanies when
we were considering 63 units. The cost of building 42 units plus a restaurant
will be $500,000 4 dollars. The cost of the original 63 units was $700,000
dollars. There is a copy of the title guarantee enclosed.

I advised Bill Rogers, Jr. this morning that you can have the grand
opening of your branch at 9:00 a. in. on August 1st.

I was very grateful for the opportunity of meeting you, and I sincerely
hope we shall have a long friendship.

Cordially yours,

1)

•
Robeit G. Baker

, ,
RGB:t
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DRENNAN EXHIBIT 9

1 Leat:o;:a 1\;:or:ga:;o

FRATERN1'kt FEDERAL SAVINGS AND LOAN ASSOCIATION

Tyre or LOAN.....MPt.el!.APAT.t.r.,WA/ ...........

• t (.‘'

LEwington 5-111,4

•

• 1 Loam No

.Thr, pei
Application is hereby made by the undersigned for membership in the Association, and for a first mortgage loan of

$  270, 000 on the property described below. Repayment is to be made in instaliments of I per month,

and is to be applied to interest at the rate of  6  % per annum, to the principal, to the payment of all taxes,

water renf,"public charge., ground rent, insurance, etc.

The following described pennant,/

Location of Property - Tract
And

Brick 

Frame 

Stucco 

is offered as security: _ .

situate at the
English Avenue, Worcester

English "Ave.

:

southeast corner of Ocean Highway
County, Maryland.

Further Directions:

Heat 
r r I

BET BEEN

Size of Lot •Vd ',
• ;

WHAT TREETS?

Date Built Assessed Vane $ Taxes  

Date Purchased Stories Rooms Baths 

Purchase Price Roof 

Street Paved...AS, phalt, 

Does Applicant occupy the house?

Southern s Ave.
No

Garage Families 

First Mortgage held by... Fanwick .Corporation Present Amount $ 3S, 0000riginal Amount $57, 00.0

Second Mortgage held by  
None 
 Present Amount $  Original Amount  

Judgments, Liens, Personal Litigation which might result in Liens?  None 

Furnace; hot water heater; oil burner, plumbing fixtures or other appliances purchased under a sales agreement upon

which there ie an unpaid balance .....   ; Monthly pay't $ Unpaid balance $

Applicant(s) Name - Robert G. Baker & Dorothy C. Baker, his wife; Alfred S. Novak'
and Gertrude C. Novak, his wife; and Donald J. Novak and
Anita M. Novak, his wife.

"cnIUCTICC 

Dependents  Novaks - 5502 Montgomery St., Chevy Chase, Maryland

BakerEmplay,d by  U.S. Senate  sin,.  Dec. 1942  Salary/f 29, 000  Position cer  ''",trerk

f J

.,I S-lf 146 -tn 3 50,001 , B

Life In, urniice carried & Z0.O..Q.OQ  Name of company. r 

Other Real Estate $ Prior Liens $ 

N.,. Remarks:.. pers.o.nal.financial.stateme.nts...ars..requested.

•

Title Reference Security Title Company

Name oi Present Owner .. P....   .AI f r erl„Novalt,, Donald Novak 

Name of Realtor  
Cain Realty

. Phone  Ocean City

The appllevnt eurr es to pay all enpraltal feel. attorney, fees. amerce ettatm,Yevmh an, Mtn, fere and Alehurvornenr. Includine nr•line Ora corm,. n•lelt !h. rt•vrnIns•
tion monerty and the mak'. of • I.n. It iv anmed that thle At.nristinn mut, rejerr revoke any Inun eranted at in the

If the everninalInn ',yeah •n unenerketable or defective title or ohould re, I vete materially different fetem Ms. in thee Itnntlesethn• m et, M., ft. ImPallIne th•
wort, Mfered.

.... ) A /'-Applicant(s) Signature .. (/ k  

FM.. 33 Applicant(s) Signature .  

PirvIteri 10.31,n and 54103

• , • \
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Mr. DRENNAN. On August 14, 1961, William Rogers, Jr., an at-
torney for the bank, notified Mr. Baker the bank had approved a loan
for $270,000, to be repaid over a 15-year period at 6 percent interest,
to be used for construction of a motel on the Carousel property. And
I would like to introduce that letter.
This loan was settled October 20, 1961, and at that time the part-

ners were required to pay off the existing debt on the land they had
purchased, and they did pay $34,700 to the Fenwick Corp., thus com-
pleting the purchase of the land.
(The letter referred to was marked "Drennan Exhibit 10," and is

as follows:)

Ar,OL,ATI,

r. TAYLOR ROUEN

EGXIN T, 1:10DMN, JR.

JOHN R. DAVIS

TI,MAS E. KELI.Y. JR.

NERRERT C. MOORE

JOHN PAUL ROGERS

WILLIAM C. ROGERS. JR.

Ii

DRENNAN EXHIBIT 10

WILLIAM C. ROGEI-RS
ATTORNEY AT L

THE ROGERS BUILOING

113 EAST RALTIMORE STREET

RALTIMORE 2, MD.

Robert 0. Maker, Esquiro
3324 Horthhampton Street, N.
Vashington, D. C.

Door Mr. Bhttort

TELEPHONE,

SARATOGA 7.44.6

Augnot 14, 1961,

Re: ilovised plat of noel: 200 an hown on
roamed and ro-ao:iombled 1110, iio 2 of

This 1,1 to advi, you Lh,t the Federal
Sevings and Loan Aseocatio,.. has ,pprovcd an application "or
a construction permanent mortrago in the s',ouaL of q270,000.00
for a period of 15 yon7n with iLournat at th:s rato of 6 per
rnnum. Said mor,gago in to bo soc,w7od by a first lion on tho
Lbovo described proporty which property in a lot -,ith a Frontage
of 344.38 foot on tho Atlantic Onn a, 49.9026 feet on English
Avow)°, 191.82 foot and 52.0/, feet on ()coon Highway and 510.003 '

on the Southorn

Any secondeTy financing is prohibited. The oropc.rtY
above referrod to in to be improved by a motel and rulLted.
buildings an shown on plans prono.red by Elliott ald :locInAre,
Architect-8i and is to conni„-t of 42 unite, 5 of yhich sill be
uned an n rostaurant. Thu efZici o.nd nervie) area arc to ho
completed in acoordanco with -:ctid _)lano and np.;:eifictions
and tho water and noptie syntc,m lo to be adocinto
to nervier) a 100 unit motel. Fur Per, this e(wmitm,nt cells
for the croction of a swii.::::yr; fininhnd grading, nodding
and rthrubbory, parking lot, ,,nd aij;n, all an nhovn on the afore-
mentionod plans and specifications.

The mortgai7o will be rare on the for:; currently u:; ,,d
by the Acnociation and tho tttlo e;:minatiol and sottloment vill
be handlod by we an r.ttorn:,yz, for tho Association.

It in to ho unr.;c:oteo. and o::pennon will
ho paid monthly for tho firt six cf-Lor notti..,nt and
thot regular monthly amortition will connee with -Lip-) soventh
me,hly payment. All payments ore duo on the first day of cool;
succooding month.

27-211 0-64—pt. 9-4

•
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ASSOCIATCS
TAYLOR 000EN

t'ICIN T. RODEN. J.
JOHN P. Oh :

'MAC E. J.
.1ncour C. MOORC

jO)IN PAUL ROGCR•
WILLIAM C. IROCIENS.

DRENNAN EXHIBIT 10—Continued

WILLIAM C. ROGERS
ATTORNEY AT LAW

THE ROGERS BUILDING
' EAST RALTIMORE STREET

BALTIMORE 2, MD.

G. Dakor, No. 2

TELEPHONE.

SARATOGA T.AARS

August 11.. 1961

Tho 270,000.00 hel'owith committd will ho withhold
at the timo of se.tlemont n:Adov Tra,it Arroamt prnparod by
uo and disbar:1nd al conrucAon progroar7;n. Tho pl-aposcd
conotruction is to ho fully compleod.within month oftor
sottlement.

Tho aforomontionod ni:%borsennnta -rr o be Irmllod
in the following ma.ancrt

The Trus,,m(s u'leir t.. ,:'orcmontland Agranmont
will disburr,o 71.;;; of pevimolo archt6 ,, h/.-1 c%rtifisation
it boing undorstond 1.11t the innpostio.1 .l Jc1.i.fICiti0fl
an to work conplco.q tad r.t.'mI. on ara to be 1-1,,do
by a noon ,a archii.00t 1:;'n oleo n Drn1 ,,:! in ,:ood
standing oi tho AIA. Hin sLitific-tioa; r,o o ho on
forms Alt 0-702 ond Alk ;:rehjt-c.% to
be engaged by you, but the l‘ssoeiatina no
richt to arr,,rovo acId arohitnot nna to Ippio:o hic
form of cortifleation.

This comIltvont is f,r2ther conditioned oa rneelpt
from you of a saticfe,;tory bondiag oompany bond ve.r.•.c.101111
conplotion and proteelen ain1. moclti.am lI it
in furthor sonditioned upon .7..coct by thI.
Trunt000 of a satisfactory location surv;y.cloarly
tho foundations with respect to a.n7 othor ntrnereoall
tho outline of the lots. Ths s-.r1:0Y a.it aceony
architooton first c,rtificlion for n

Thin co.m:_tmoat 1 p mr..--i to you in,J.v1,1uall7
tl Agont for Alfred 3. Hove.% and Droitla 4. ;70,; 121=
that the mortga:;e is to bo stanca by the th a ro of y•I.
wives. Will you plortoo lot U3 have

Thin commitmont is with. the fm he undo7.'standing
that samo in good for a poriod of )0 calendar from th dn.to
horoof, after which it shall bocomo lull and void.

Accoptanoo of thin co,llitnnt will ee ovicl2n,::1 by
your signing tho onolooinc . or titio insnrann ona
roturnin:-; same to my attention tocothm., with tho title ro( —one°
to the property.
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ASSO.LIAT.
E. TAYLOR 110JCN
ESKIN T. DODEN. JR.

JOHN F. DAVIS
'THOMAS E. KELLY. JR.
HERBERT C. MOORE
JOHN PAUL ROGERS

WILLIAM C. ROGERS. JR.

DRENNAN EXHIBIT 10—Continued

WILL km C. ROGERS
ATTORNCY AT LAW

THE ROGERS BUILDING
is EAST BALTIMORE STREET
BALTIMORE 2, MO.

TELEPHONEr
SARATOCIA 1.446111

nohort G. Baker, Toquiro No. 3 Au;:u7lt 1.,„ 1961

In aAcordanco with r.:(:ulationl of o::.1.1 ,!oociatIon
ottlomont :mot ho conlnyirtnd with 60 eu.T3 from th c td c of

Lecoptanuo of thio comitt, at a timo nuturAly couvoniont
to you and to tho A000ciation.

P7A7 bo commenced on tho
proponod conotructioa tnd no :-iateri.a1:: for tho prop000d con-
otruction may bo plaood on yo r :yeoporty 1%t any Eimo prior to
flottlomont and rocording of tho ahoy° roforrod to mortgago.

Should eithor of thcoo cvonto occur, tho occurranco
will immodiatoly invalidato thio com,IIU.vonL.

burn vory truly,

:JULIAN C. ROG:t1/3, JR.

WCn;JR:rlw
Encloouro (1)
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Mr. DRENNAN. On January 30, 1962, the partners entered into an
agreement whereby Baker now became a 50-percent owner in this
venture, Donald Novak became a 25-percent owner, and Alfred S.
Novak became a 25-percent owner. Previously, this had been on a
one-third basis with the three partners.
On March 3, 1962, Alfred Novak died, and his widow, Mrs. Ger-

trude Novak, became the third partner in place of her husband.
On March 7, 1962, Mr. Baker and his partners applied to Frater-

nity Federal Savings & Loan Association of Baltimore to refinance
their loan and to expand the facilities of the Carousel Motel, and
they asked for a loan of $360,000. This would be in place of the
original loan of $270,000.
Mr. MCLENDON. It would pay the original loan of $270,000, and the

difference would be available for use?
Mr. DRENNAN. That is correct.
Mr. MCLENDON. Is that application dated March 7, 1962, signed

by Robert G. Baker, Dorothy C. Baker, Gertrude C. Novak, and Anita
Novak, and Donald J.?
Mr. DRENNAN. Yes, sir; it is.
Mr. MCLENDON. And you say this was after 
Mr. DRENNAN. This was after Alfred Novak had died.
Mr. MCLENDON. All right. Go ahead.
Mr. DRENNAN. I will introduce that into the record.
(The document referred to was marked "Drennan Exhibit 11," and

is as follows:)
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DRENNAN EXHIBIT 11

. FRATERNITY I DERAL SAVINGS ANDr,I.:\ "i ASSOCIAT ON \'

. ...,4\ dication for Mortgage \winL. -

76i WAS. ANGTON BOULEVARD • BALTIMORE:3:, vt4rip il!r1
Phone. LE:legion 1143l8 ...*.. ''" 444,/%;',C. -

Accuurii: Used
TYPE OF LOAN Pi 1? 15.Xe.  LOAN No.4

Date

Appilcation is hereby made by the undersigned for membership in theiAtecslia,iiion,itod kir 10.114,Crt iige loan of

"on the property described below. Repayment is to be mide in istilifile'itb Of $  ' - per month,

and is to be applied to interest at the rate of  4  % per annum, to the principal, to the payment of all taxes,
• 

' security: is offered ertysecurity:
, 

,- i ' .1 . ----;--- r
' 4 .., -7 - ,/,'-: 1!",''llThe following described prop

( water rent, public charges,..ground rent, insurance, etc. •

- •• •\
cation  of Property - Tract situate at he southeast corner of Ocean Highway' and English Avenue; Worcester County, Maryland.

1 ..:

Brick 

Frame 

Stucco 

Heat 

Size of Lot 

/Date Built 

Date Purchased 

Purchase Price $  °  

Street Paved .........  

Does Applicant occupy the hotise? 

First Mortgage held by  (tfortrirr

IET'WEEN

WHAT STREET)?

'F—

Assessed Value  Taxes $

Stories Rooms Baths. 

Roof 

Garage Families 

Praline Amount $  "Original Amount $..77'i'"

Second Mortgage held by Present Amount $ Original Amount & 

Judgments, Liens, Personal Litigation which might result in Liens?  N.,4 

fEb

Furnace, hot water heater, oil burner, plumbing fixtures or other appliances purchased under a sales agreement upon .

Applicant(s) Name - GERTRUDE C. NOVAK, widow, DONALD J. NOVAK and ROBERT G.
BAKER, Co-Partners trading as CAROUSEL MOTEL; and GERTRUDE C.
NOVAK, widow, DONALD J. NOVAK and ANITA M. NOVAK, his wife,
and ROBERT O. BAKER and DOROTHY C. NAM, his wife, to join
in Mortgage individually.'

deei :7„ - Cc 5 70,3 /
-_-_-_-_-_.

Employed by  Since Salary $ Position 

Employed by   Since Salary $ • Position 

Life Insurance Carrie‘ti &  Name of Compani 

Other Real Estate 8 , Prior Liens $ 

Remarks. deler;etrw.f.- rfAl.̀-77—   er
• I

Title Reference............  

Name of Present Owner. 

Name of Realtor   Phone 
11 

1

The applicant •erecs to pay all appraisal ebes, attorney'• lees. service char [c.i.f. and other fees •nd disbunernenta Includine tecordin• fees connected with the examine.
lion of the prop° ty and the weld, of • ban. It I* speed that this Anociation way reject or revoke •,lo•n granted at •ny time pr. to the actual
If the thaminatIon revetle am samiarltetabla et ilefectl, title or thould develop K. lethally digereat hem the. ...I tht• oe eey othet feet toperlthse the
aft-Itchy odered.

4'. 6
412

ROk't -

Applicant(*) Signaturt
,...„•,;‘,-......5:jrti:44€

Fm. 33 Applicant(s) Signature.4-a9'.b.4149
Rfnked I041-10 sad il-te4.1 .1
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Mr. MCLENDON. In connection with this loan for $360,000, did you
find a copy of the commitment from the bank signed by Mr. Rogers,
the bank's attorney, dated March 16, 1962?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. At the bottom, is there an acceptance which says,

"This commitment is accepted," signed by Robert G. Baker In-
dividually and as agent aforesaid?
Mr. DRENNAN. That is written on the document yes, sir.
(The document referred to was marked "Drennan Exhibit 12," and

is as follows:)

7.AT,
T. 7AVLOR

ECK,N T. nora.N. JR,
JOHN P. DAVIS

THO•IAS E. KELLY. JR.

HERBERT C. MOORE
JOHN PAUL ROGERS

WILLIAM C. coo... JR.

DRENNAN EXHIBIT 12

WILLIAM C. ROGERS
ATTORNEY AT LAW

THE ROGERS BUILDING
I,) EAST BALTIMORE STREET

BALTIMORE 2, MD.

Maroh 16. 1962

• -Robert 0. Baker. too.
3324 Northhnmpton StroOt,'N. W.
Vashington.

'Dear Yr. Pokers

TEL HONE,

AAAAA 00A 7.4450

Rls Revised plat of Block 200 as shown on
rovired and re-assembled plat No. 2 of
Fonwiek - ;.:orcoater County, rarylnnd

This is to adviso you that. the Frntornity Federal r'avinrs
and Loan Associntion has approved your application to n/finnnce your
existing construction permanent mort.:,ero on the ahoy° cartioned pro-
perty to the total am Hunt of :'360.000.00 for a p.riod of 15 yearn
from tho dato of nottlement with interest at the rate of per annum.
!leans note that said mortgaro is to be meourod by a first lion on the
ebovo doscried property, which property is also described in the
mortgage currently held by Fraternity Federal raviurs and Loan Assoola-
tion.

Any secondary finnnoinr is prohibited with the exception of
the mortrege you are presently negotinting with 5.11.A. under 9.P.A.'s
omorgoncy reconstruction plan. ue wish to romnd you that the mortgage
proposed by this letter must be a lion of record prior to your con-
summating the contemplated S.D.A. nmergency loan.

This commitment is subject to the property beine improved
in accordance with the plans :Ind specifications eamit.cd with your
original application and raid AssocIntion's commitment dated Aurust
14. 1961, as amended by the ylana end specifleations suI,Ittod to said
Associstion under date of Eerch 5, 1962. For the pur;osos of this
commitment, the eforemontioned letter of Aurust 14. 1941 is hereby
,Yloptei as part hereof with rea;ect to the manner in which the property
Is to be improved. Further. It is understood that you are to ndd a
500 not Convention Club in the basemont of the building,
:lus six ndditional rooms with complstn bath faoilitiea in each room.
Further. oomploto bathroom facilities for men and for wo,len sro to be
added in the bnnemont level. A coffoo shop is to 1-e coAstmoted on
the first floor level and to Fe of a size of not lone than 15 X 70.

It is understood th,t you are to erect a 300 foot !,oa
across the front of your property and that said Soa'Wall is to be
backed up by e patio 10 feet. in width along the entire length of said
Sea Vail.
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DRENNAN ExIIIBIT 12--Continued

-2-

Robnrt O. rnkor. rsq. Uaroh 16. 1962

Other improvem”ntn rind nddition, nro hp phown on your plins
rind sirocificotionn by the original and an om,nded as sot forth in your
letter of 1;nroh 5 end nchedule attaohed thereto.

It is undorstood that the curront exietinr mortrare is to
be relonced and a rim.: mortgnro in the amount of ̂,360.000.00 AS aforo-

. said is to ho pieced of record. Sold new mortenme will be on the form
currently usod by said AssonintSon rind title exnrinntien ;Ind nettle-

. ment to be handlod by um am attorneys for the Association.

Psyrents will ho in the manner not forth in our commitm.,nt
letter of Augnst 14, 1961.

The bnlanco of f,56.805.79 presently hold by the Truntoos
under the mortgage committed August 14. 1961 will be uned to assint in
rolensing the oxintim! mortgage'. The nine of Uh6,605.79 will be do-
ducted from the mortrnro committed under this Latter And will ho pincod
in a Trust Agreoment. rhich Trunt Agroerent will ho similar in contont
end procedure as the Trunt Agroement under which you nro currently
operating. It is undorntood by tho parties hereto that the architoct
cnlled for under the nforementioned Trust Agreement will be Er. Alan
"ood Fraser.

This commitment is subject to rocoipt from you of adoeunto
end satisfactory amondments to your existing ?tinders' Contract.which
amendmento arc to call for the chanmes shown in your amended pinns and
specifications. Further. A e should to furnished with an amended loca-
tion survey nhowinrt the oxinteneo of the improvemonts AS 'palled for
under the amended pinnm and opocifications.

Ve call your pnrtio,lar ntto,Ition to the fnct thnt this
commitmont is conditioned on roeoipt of an adoquato end sntinfactory
bonding com)any bond guarnuteeing completion of tho property in nccor-
dnnce with the amended plans rind specifications and the amendnd Puildore'
Contrnct. Since this rortgn7o will be placed of record after work has
commenced on the lot, it in oalential thnt rind bond clearly protect
our client ngainnt any question which may arise with respect to mechanion.
and/or matorialmnns linns.

This commitment is mndo to you individually and ns nr,nt for
whntovor,corporntion ray prosently hold title to tho nrorodoieribed
property and ns nrent for your ,ifo and ''onald J. Novak and Anita 11.
Novak, hin wife rind Gertrude C. Novak. widow. It to undorstood +hnt
the mortengo will be nirned by eeeb oe -OA parties individually. as
well as by tho corporation, if any.

This commitment is riven with the understandlilg that ',Yr() is
good for a period of 30 onlendnr dnys Pron the dnte heroof, nftor which
it shall b000mo null and void. Acceptance of this commitment will be
ovide'e,d by your simninm tho co y of 'his commitmant enelo,md

ret r-ims to to -f t:m
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DRENNAN EXHIBIT 12—Continued

-3-

Pobert 0. Baker, Zsq. Ilarch 1.(,, 1962

In accordance with the regulations of said Assooiation,
settlement must ho cons,mmoted within. 60 calendar days from the date
of accoptance of thin commitment. at a time mutually convenient to
you and to the Assooiation. ,

Very truly yours.

VIIJIAP C. JR.

VCRjr:mch
7nolosure

P.S. If this commitment is accepted by you, wo very strongly re-
commend that you have the Ponding Com,lny forward their prorosed
now Bond or amended Pond, as soon as ponsibl% end that you aloo
forward to us immediately a coly of the amended Builders' Contract.

WoRJr.

This commitment aocepted this day of   1962.

Byi  
ROPERT G. PAKER, Individually and
as Agent aforesaid.
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Mr. DRENNAN. The loan settlement on the $360,000 loan was made
on April 9, 1962. Now, the Carousel Motel was opened for business
about June 1, 1962, and thereafter, sometime in July, they had the
official grand opening.
On February 25, 1963, Mr. Baker and his partners agreed to sell the

Carousel Motel to the Serv-U Corp. The effective date of this agree-
ment was January 1, 1963. One of the conditions of the sale was that
the partners would arrange for a loan to finance additional construc-
tion of facilities at the Carousel Motel.
On February 1, 1963, Mr. Ernest C. Tucker, chairman of the board

of Serv-U, wrote to William C. Rogers, Esq. In this letter he trans-
mits an application for a new loan of $746,000, which again is to re-
place—it is to pay off the old loan and provide additional funds for
construction. In this letter, which I would like to introduce, Mr.
Tucker explains the organization of the Serv-U Corp. On page 2 he
describes Mr. Baker's interest in Serv-U, and also lists the officers of
that company.
Mr. MCLENDON. Would you read the part on page 2, beginning at

the top of the page, in connection with the Serv-U Corp.—Mr.
Tucker's description of the company?
Mr. DRENNAN. How far do you want me to read, Major?
Mr. MCLENDON. Read down through the list of officers.
Mr. DRENNAN (reading) :
Serv-II Corporation is a Delaware corporation—qualified to do business in

Maryland—and is a little over a year old. At this time, our operation is vend-
ing alone and consists of vending coffee, cold drinks, cigarettes, school supplies,
etc. Our operation office is in Inglewood, California, with the principal office in
Washington, D.C. We serve North American Aviation Corporation in Cali-
fornia and are taking over Northrop Aviation Corporation this month.
The corporation started business in January 1962, and closed the fiscal year

August 31, 1962, with a tax loss of $59,000—all due, of course, to normal organi-
zational expenses. However, we are now showing a net profit, before taxes,
of over $40,000 per month. Also, this month we take over a new division of
Northrop Aviation which will gross us an additional $650,000 per year with a net
before taxes of $20,000 per month. In sum, with our new contract, our monthly
net before taxes will be between $65,000 and $70,000 per month.

Serv-U Corporation is closely held and has 10,000 shares of authorized capital
stock, of which Mr. Baker owns 28% percent or 2,850 shares. Eighty-eight per-
cent of the stock is outstanding; that is, 1,200 shares are being held as treasury
stock. The board of directors is Ernest C. Tucker, Washington, D.C.; Eugene
A. Hancock, Miami, Florida; and, James C. Walsh, Washington, D.C. The
officers of the corporation are:

Chairman, Ernest C. Tucker
President, Eugene A. Hancock
Executive Vice President, Ernest C. Tucker
Vice President, William R. Armstrong
Secretary, Ernest C. Tucker
Assistant Secretary, Charles—

either N. or
Baker
Treasurer, Treasurer, James C. Walsh

Mr. MCLENDON. The next paragraph reads, does it not:
This loan, if granted, will be personally guaranteed by Mr. and Mrs. Robert

G. Baker because of the restrictions against making loans to corporations with-
out individual guarantee.

Mr. DRENNAN. Yes, sir it does.



810 FINANCIAL INTERESTS OF SENATE OFFICERS OR EMPLOYEES

Mr. MCLENDON. That letter is signed by Ernest C. Tucker, who de-
scribes himself as being chairman of the board of directors?
Mr. DRENNAN. That is correct.
( The letter referred to was marked "Drennan Exhibit 13," and is

as follows:)
DRENNAN EXHIBIT 13

Yohruary 1, 1963

Milliae C. hors, Require
The Rogers Puildirg
113 Rest Baltismore Street
Lattimore 2, Maryland

141

D+ar Kr. Rogers*

1,1_112s*/

In Accordance with our previoua conversation*. I
pm mewling you the Mortgage Lean Application, together with
Purporting doeueonts, for the proposed addition to the Carou-

eel W.tel.

The votel is new a4no4 by Robert C. Poker ('07.);
Deneld J. Novak (251); and. Gertrude C. Novak (SOX). As I
emplained to you. Serv-U-Corporetion has ancood to purchmae

the 'motel free the present ev.,ors at hook *alms and construct
the new addition covered in this arplicotien.

As you know, the Caro”.el prea.-ntly Ken 47 v-itte,

with 41 of th.,-x betr/ ec-nn-front efficion,Jes. The addition

of 36 ocesn-front units will sive us a tor_al of R3 entta. In
addition, the n-av constructi(', will hive an ”.....hatructed con-
wsntion cone' witch will owqt arrice-0.-1[Oly le0 pweple. At
plcopoglt, cl.er ninht club - v4.(ch also con )..ft to0^4 for A conv^n-

tien - osats olv;-ro-&-itaiy 300 r,,p1e• lhe peatsurrnt. Corte',
Whop and Cocktail Le.,r.a. hap a a.Patiog emrscity of 220 r--04..

To our know1e4/e. the Cmrowaal is the enly All Pi.-

miry constructod omtel in Ocomn City and, of couroo, the new

edditicam will watch the existing structure.

Lech reel' is equirc-,4 with sleoping facilttiee

for six poople, efficiency kitch*n, central hqatiog and air-

conditioning, T.V., and continuous smote and radio - the new

%snits will have the sane.
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DRENNAN EXHIBIT 13—Continued

wttlit saluire
rpv.rnAry 1. 1943
rpse

P-Tv-U-Corr-rotio,nit 4 PAlmw-re Corrnvotton A
qwe1ifia4 to it  1,-,Ain..As in rlryl..ni en4 is a little ovor
a y*Ar old. At this tir, (nem op-ration is wr.ndIng &Ions end
ceneiets of volon4timit coff,A, cold Ario',.a, cfrarett00, Orh"'f.1

ate. CAnr crisrati--11 office is in lrsl1ino4, Calif*
ovnim, with the rrlryirAl office in VAphinqton, D. C. If.
sar-vil forth A.-*Tic.n Avletien C,ITTr^rittlfrn in CAlifr-rnie sn4
PIO teltios 0,to

11-sys eon—ration startA4 1,-nalo,as In Jw,-"'"Ir3r. 1T42,
en4 cloppd tho A.-1*0i 31. 191%2, with a twx lf-As
of $39,0e0 - ail 0-,A, of er,,-ra•,, to of,r,-,A1 orpmntwatiroal ex*
p*omtn. Ilar-over, we ore ra-ni shovin/ e net profit. hAfnre
tavale, of ovnr #40,019 r.T ,"nth. AlAo, this pr.nth we tAke
over a wsw divieicn of rorthrop Aviation which will promo us
en wiiitionel V50,000 p-r 74.Ar with a n4t Lefrn tAxAs of
$20.000 por In orn-A, with c,nr n*v contract, o‘ilr
not halm* t4X41,4ivil1. 1,0 l'AirwAwn $63.000 Si $70.000 per

PArv41-Coxporation is clo^oly hAld and hAs 10,0r'0
0-sroe of auth-,r1AA4 r,pital stock, of which 1/r. 4r--os
24 1/2 pr c'-It er 2,830 shAres. Zirhty-airht yr e^nt of
the stock is oultotpn4Ira, thAt is. 1,200 shAres are b'fir% hold
as treewury stock. The board of dirootors is Krr-,Alt C. Twe!keir.
V*shirlton, D. C. Ir-V",111 H. Pancoch. Iflori4A; on4„
JA",06 C. Walsh, Wephfraton, D. C. The officers of the corpora-
tion are'

ChAirrAn, grnet C. 'D*4+4*.r
Frail-1 t, A. 11.-rock
Ir-Ac”tive Vice FrAAIA-nt, WriAAet C. TOORK
Vico ironic, -nt, Willire R. Arpotrore
/"-retary, lErnAot C. 1\-f'-"r

H.
TriaAalsrar, Jr....aos C. Vol"

This ion, if grrnt^4, will be vArennlitily frier...teed
by prjr, and Vs. 1.,17,prt O. Ym11"r hers11^4 of thil trlctir-
agsin.t waking loans to corporations without in4ividwilli rmrantos.

I ifnt to to),,e this o;ivf,rt‘snity to thank you for
your corsid*Tatien and if e'-ro is any s44itio.,a1 information
which you smod, pleas* let se know.

aiweerely yours,

Krn.aste C. Tn.4.4or
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Mr. MCLENDON. The application to which you referred for the loan
is signed by Serv-U Corp. by Ernest C. Tucker, chairman of the board
of directors, and by Robert G. Baker and Dorothy A. Baker; is it not?
Mr. DRENNAN. That is correct.
Mr. MCLENDON. Did you ascertain from the records in the bank

that the mortgage was also signed by Robert G. Baker and his wife?
Mr. DRENNAN. Yes, sir.
(The document referred to was marked "Drennan Exhibit 14," and

is as follows:)
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DRENNAN EXHIBIT 14

• A 'cation I or Mortgage

1' ATERNITY FERAL SAVINGS AND LOAN ASSOCIAION
76I WASHINGTON BOULEVARD • BALTIMORE 5 M \HYLAND

TYPIII OP

as0.100,A a IMa

L.A.N.41 va .

._,Appl;cation is hereby made by the undersigned for membership in the Association, and for a first

085.090.0n the property described below.tepayment is to be made in installments of $ 

and is to be applied to interest at the rate of    % p•r annum, to the rtittelissl, to the Niro

water rent, public charges, ground rent, insurance, etc.

The following described property is offered as security:

Location of Property - Cl)

.........  

Size of Lot  Attached 

Date [wilt  1962 

Date Purchased 

Purchase Price $ 

Street Paved 

Does Applicant occupy the house?

-.44- 4 /7

tgage I.n

per nth,

t of,‘I/1 taxes.

Tract or parcel on the easterly side of and binding
upon Fenwick Avenue or Ocean Highway; and
Lot 12, Block 102, "Revised and Re-assembled Plat
No. 2 of Fenwick, Maryland", located on the westerly
side of and binding upon Wight Street, and on the
northerly side of and binding upon English Avenue,
Fenwick, 10th Election District, Worcester County, Md.

St I WWI

WHAT MUST
'
Assessed Value j 011t.taciwnies $ 

Stork. 3 Rooms  47  nao....41_

Root  concrete 

Garage Families 

Carousel Motel

3613 First Mortgage held by Fraternity Federal Present Amount $  354  Original Amount t  360 

Second Mortgage held by Present Amount $  54•4  Original Amount $  54* 4 

Judgments, Liens, Personal Litigation which might result in Liens?   None 

Furnace, hot water heater, oil burner, plumbing fixtures or other appliances purchased under a sales agreement upon

which therein an unpaid balance.. Furniture  ; Monthly pay't
ut.0 

g la°• 62  Unpaid balance g  62 Q130 

Other Debts t See attachment*

Applicant(s) Name - Sorv-U-Corporation - Robert G. Baker and Dorothy C. (wf.)
to join in Mortgage individually.

DtcAltSoiirs.....Wa.shingt.9n...6.... D  C• 

Employed by Since Salary $  Position  

Employed by Since Salary $ Position 

Life Insurance Carried $ Name of Company 

Other Real Estate $ Prior Liens  

Remarks: See_Attachmen. fcg- description. 

/Vp  3 B ,•") ,,c„, • /, , . , .

Title Reference Marcus JA Williams, Attorney, Berlin,  Maryland 

Name of Present Owner . RQbqxt  G• and  porothy Paker,  Donald J. and Anita M. Novak

moiigcp(p412klir.And  Certrode C. Novak, Widow.  Phone 

T. a Wk. ilM ..... t tO ....ffnoini Inv St ....0 It., N.1..dtite KWnI, Mt 00n fee...k.t.T.tt lildwilms mcoHNOte.“0.11..,4 .1M ....m.o.
U. of I. pm.rty .d the .... a d Id.. it le ...Ili. Itdo Mootlotion rnnoloi.i or rovoke ono Ion, oronted ot ony thole NI. tot. Ilmol norm,_.,11=1:11:
II th:irro 7,Ins.:,Inn rove. an nunlor.orado ,rdolectior title or ohenid des.. la different Iron, them roted In thin ...WI. ..or d.1 .• '.

, i Z —.....
7.--. ' / -......

, ' 

Applicant(s) Signature ...P."."` ;  '
//Serv-U-Corporation

Fm.-33 apotwoorpotdooton(....by: Ernest C, Tucker 
11.1.4 10.31.on.,, 5_,g, Chairman, Board of Directors

-. 6' '
,/ ---,,,
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Mr. MCLENDON. Any other comment about that loan?
Mr. DRENNAN. Only that the loan settlement took place on March

15, 1963. And that concludes the testimony on the Fraternity Federal
Savings & Loan Association.
Mr. MCLENDON. You have given the reporter each one of those

documents constituting these exhibits?
Mr. DRENNAN. I don't know whether we referred to the letter dated

February 27, 1963, from Mr. Rogers to Mr. Baker in which he advises
Mr. Baker as agent for Serv-U that the $746,000 loan had been
approved.
Mr. MCLENDON. Does it carry on the bottom, acceptance of this

commitment, signed by Robert G. Baker, individually and as agent?
Mr. DRENNAN. Yes.
Mr. MCLENDON. We will introduce that, too.
(The document referred to was marked "Drennan Exhibit 15," and

is as follows:)

1•11

•
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ARSOCIATFS
t, TAYLOR TIOOFN

[SKIN T. ”or,rm. JR.

TI10..AS C. KELLY. JR.
IN.ROCRT C. MOORE
JOHN PAUL ROOKRIE

WILLIAM C. RORER., JPI.

DRENNAN EXHIBIT 15

WILLIAM C. ROGERS
ATTORNEY AT LAW

THE ROGERS BUILDING
t EAST BALTIMORE 

BALTIMORE 2. MO.

February 27. 1963.

' Robert 0. Piker, 7eq.
c/0 Tuckor and Bekor. Attorneys
Suito 605 Peadquarters Building
2000 P Streot, N. W. at DuPont Cirole

,Yinshineton 6. D. C.

Rito Perv-U Corporation

Dear Yr. Dekert

 CC

A V-441111

This is to advine you. as Aeont for Terv-U CoreorntIon, that FraternityFoderal (7avines end Loan Asnociation hao approved your application to refinenoetho oxiotine mortgago on the horeinbolow deacrited property.

The proposed morteaeo will ho a Construction pormnnent mortgare in thototal amount of $746.000.00 for a period of fifteen (15) years from tho datoof the aottlement with intorost at the rate of 61 per annum. Said merigne isto be secured by a first lion on the horoinbolcre described property and saidlien shall be in the form of tho mortgego currently in une by said FraternityFederal Savines and Loan Association.

The property to be covered by said lion is briefly denoribed as follows'

• Lot 12, Block 102 on a punt known an "Rovisnd and Ro-
e aenombled Plet No. 2 of Fonwick. Xeryland" ond boine the
sem° lot describod in De d recorded among the Land locorde
of Worcostor County in Libor 1A3, folio 231. le°, all of
that parcel known as Flock 200 no ohown on the Plat eforo-
said, neving end excoetine therofrem a parcol 60 feet in
width running in a Southeonterly direction from Ocoan Nigh-' way parallol to the Seufbern boundere of said Block 200 as
more oloarly shown on 4ho plot acompanying your application,
which plat was prepared by Oeorge Bert Cropper.

Any socondary financing Is prohibited with the exception that perminsionin hereby grantmd to allow you to place a socond morteage on thia property runningin favor of The Small reninens edninietrateon in an amount not to oxceed 55.000.00.A Ilene() noto that said oemond morteeseo must be anted end recorded subroquent tothe date and rocording of tho proposed Freiornity Fedoral Onvines end Loan Arsooia-tIon's norteaeo and must clearly be secondary to the lien of said FraternityFre:oral's mortgoro.

The above doccribed property is prosontly improved by the Carousol Motolend related aervioee and it is tho un'orstaiidine of this commitment that saideroporty is to be further improved as shown on the plans and specifications
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DRENNAN EXHIBIT 15—Continued

Robert 0. raker, Fag. February 27, 1963

prepared by Ken White Associaten dated December 11, 1962, which plane and
specifications accompanied your application.

Title Nomination will be handled by us as Attorneys for Fraternity
Fedoral 7avinre and Loan Association.

It is understood that the current mortgaro covering said proporty and
hold by iraternity Federal shall to paid in full and released of record from

tho procoods of this proposed mortgage. Said mortgage is currently in the
approximate amount of ::354.000.00.

All fund!) duo you from tho proposed mortgarq less those funda needed

aforesaid to release the l'raternity Fodoral mortgage on said property and less
your settlement exponsex . will be retainod under a Trusteo Agreemont to be pro..

parod by this office. Said trusteed ramie will be disbursed as construction
progresses in the following manners

The Trust non under said Trust Agreement will disburse
90'1, of the periodic architectural certifications made by
a licensed architect who is also a member in good standing

of the AIA.Certifieations are to be on forms AIA 0-702 and
AIA 0-703.

The architoct referred to in the above paragraph is to be enraged by

you, but the Association rosorvos the rirht to api.rovo said architoot and

to approvo his form of Certification.

Thin commitmont is further nondittoned on receipt from you of a satis-

factory Casualty Company Bond ruarantooing completion and furnishing protoction

against Yochanics' Lions, and it is further conditioned upon receipt by tho

aforementioned Trustees, of a satisfactory Location :'urvey clearly noting tho

foundations of all buildings located on the mortgaged premises, including the

proposed new construction with respect to any other structures and the outline

of the lots. This Survey must accompany the architect's first Certification.

A Waiver of Lions is to be submitted with the request for final dis-

burpomcnt duly signed by all persons who furnished labor and/or materials.

Said Waiver is to moot with the approval of Fraternity Federal and the Trustees.

For your examination, we are enclosing our 'onn of Waiver of Lions.

It is undorstood and it in a condition of the proposed mortgage that the

proposed construction be fully and satisfactorily completed within six (6)
months from the date of settlement. Further, interest on tho funds advanced,

plus one-twolfth (1/12) of the estimated annual expenses. including Firo In-

surance and taxes aro to ho paid monthly on tho first day of °Pah and every

month from the date of settlement. Regular amortization shall comronoe upon

completion of the proposed improvements, but in any event, not later than

six (6) months from the date of settlement.
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DRENNAN EXHIBIT 15—Continued

-3-

Rob,rt O. i5ker, Eno. February 27, 1963

Wo call yowr nttoutIon to the fact that we have not received a copy of
your proponed PulIdorin Contract and thia commitmont lo subject to the lending
institution's approval of said proponed Contract.

Floss° note that no work may commence on thia property end no matorials
may be ntorod thereon prior to the consummation of thin proponed mortgage and
tho recording of said mortgago.

This commitment 01th-ugh addressed to you as Agent, calla for the execu-
tion of the proposed mortrago by Serv-U Corporation and by Robert O. 'raker and
Lorothy C. nakor, his wife.

This commitment is givon with the understanding that same is good for a
of thirty (0) calender days from the date hereof, after which it shall

become null end void. Aocoptanco of this commitment will be evidoneod by your
signing the copy of thin commitment enclosed herewith and returning to the at-
tention of the undersigned.

In accordanco with the regulations of paid Annocintion, settlement must
ho consummated within sixty (60) calendar days from the date of acceptanoo of
this commitment, at a time mutually convenient to you and to the Association.

Very truly yours.

WILLIAM O. ROGERS, JR.

VCRjr:mch
Enolonures

P.S. If this commitment is ncoopted by you, we very strongly reoommond that
you have the Bonding Company forward thoir proposed Bond as soon as
possible, and that you also forward to U9 immediately a copy of the pro-
posod Builder's Contract.

WCRJr.

This oommitment accepted this   day of  . 1963.

BYs

27-211 0-64—pt. 9 5

ROPERT O. BAKER, individually and as
Agent aforesaid.
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Mr. DRENNAN. This concludes the testimony on the loans from
Fraternity Federal.
Mr. MCLENDON. Just one other question. This mortgage loan about

which you have been testifying the last few minutes
' 
with the Federal—

with the Fraternity Federal Savings & Loan Association, is the
mortgage which was assumed by Serv-U Corp. at the time it purchased
the Carousel property?
Mr. DRENNAN. I think the original mortgage for $746,000 is a

Serv-U mortgage.
Mr. MCLENDON. And signed by Baker and his wife?
Mr. DRENNAN. Right.
The CHAIRMAN. Counsel—before we proceed further, Senator, do

you have any questions?
Senator Scow. I have no questions.
The CHAIRMAN. Do you have any questions
Senator CANNON. On that particular point, no.
The CHAIRMAN. Senator Pell?
Senator PELL. On this particular item—no.
Mr. MCLENDON. All right. Then let's go to the next one.
Mr. DRENNAN. The next topic would be the loans from the Ameri-

can National Bank of Silver Spring, Md. In April 1962 the American
National Bank, Silver Spring, agreed to make a loan to the partners
of the Carousel, and a $114,000 line of credit was extended to the
partners to be used for the purchase of furniture and fixtures for the
Carousel Motel. This loan was made on an unsecured signature basis
and was disbursed during the period April through June 1962.
Mr. MCLENDON. Was the note an obligation of each of the

partners—all of the partners signed it?
Mr. DRENNAN. It was.
Mr. MCLENDON. Go ahead.
Mr. • DRENNAN. These disbursements during the period of April

through June 1962 were evidenced by short-term notes which were
later converted to a long-term note on August 17, 1962. At that time,
the partners signed a, note for $142,500, payable in equal installments
of $2,375 each over a 5-Year period. Now, the $142,500 represents the
loan of $114,000 with the accumulated interest over the 5-year repay-
ment period of the long-term note. This note is still outstanding, and
is in the name of Mr. Baker and his partners. But under the terms of
the sale of the Carousel to the Serv-U Corp., Serv-U is making the
monthly payments, but the partners are personally liable.
Mr. MCLENDON. GO ahead.
Mr. DRENNAN. In the latter part of March 1963, the American

National Bank of Silver Spring agreed to lend the Serv-U Corp. a
total of $50,000 to be used to construct a waterline to the Carousel,
and to help finance additional construction of facilities there. Now,
this commitment was made and—there were several short-term un-
secured loans made covering the $50,000 during the period April
through October 1963.
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At December 31, 1963, these loans were represented by two notes,
totaling $48,000 from the Serv-U Corp., which are endorsed personally
by Mr. and Mrs. Baker. The first note is dated October 14, 1963, in
the face amount of $23,000, and is to be paid $2,000 a month plus 6
percent interest. The second note is a 90-day note for $25,000, to be
repaid January 22, 1964, with 6 percent interest. I don't know whether
that note has in fact been paid. We have not contacted the bank on
that.
Now, in addition to these two loans that I have described, on May

29, 1962, the American National Bank lent Mr. Baker and his partners
$100,000 for 15 days. The proceeds of this loan were to be deposited
into a special account which could not be drawn upon by the partners.
This special account was automatically closed at the end of the 15-day
period.
I would like to introduce at this time two documents relating to this

particular transaction.
The first is a memo to the files, dated May 29, 1962, which is initialed

by Warren H. Lasher, who is the president of the American National
Bank of Silver Spring, regarding a conversation with Mr. Baker in
connection with this short-term loan.
(The document referred to was marked "Drennan Exhibit 16," and

is as follows:)
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Mr. DRENNAN. The second document, which is also reproduced on
the same page as this memo, is a deposit slip of the American National
Bank of Silver Spring, dated May 29, 1962, and this did not come out
very clear on the reproduction, and I would like to read the items that
are not legible on this slip.
Mr. MCLENDON. What is the date of it again?
Mr. DRENNAN. May 29, 1962.
Mr. MCLENDON. All right.
Mr. DRENNAN. The items that are not legible are across the middle

of the slip—there is a notation "Proceeds of Note" and in the amount
column is $100,000. And in handwriting across the bottom, on an
angle, is a notation "No withdrawals."
Mr. MCLENDON. "No withdrawals"?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. All right.
Mr. DRENNAN. I would also like to introduce a copy of the ledger

sheet 
Mr. MCLENDON. Before you get to that—you referred to the memo-

randum by Mr. Lasher of the American National Bank.
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. You have that?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. That is dated May 29, 1962; is it not?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. And headed "Memorandum."
Mr. DRENNAN. Right.
Mr. MCLENDON. "Re Carousel Motel."
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. See if I read it correctly:
Mr. Robert Baker telephoned and asked for a $100,000 loan for 15 days so

that he could show evidence of having this amount on deposit. The note will
be signed by Carousel, Inc., and endorsed by Mr. Baker and wife, Mrs. Al Novak,
and Mr. Donald Novak and wife. It was agreed between us that the $100,000
would be deposited in a new account, "Carousel Motel Account No. 2," and that
account would be held as collateral for this loan and automatically paid at the
end of 15 days—

with Mr. W. H. Lasher's name appearing in typewriting, and appar-
ently his initials written in ink; is that correct?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. And then the document that you referred to bear-

ing that same date showing a deposit of $100,000 carries the words
"Not to be withdrawn," or "No withdrawals"?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. Hand that to the reporter, please.
Mr. DRENNAN. The other item is a copy of the ledger sheet set up

for the proceeds of this $100,000 loan, and it shows that $100,000 was
deposited as a credit to this account on May 29, 1962, and that $100,-
000 was charged against the account on June 13, 1962, 15 days later,
with no other activity in the account. I would like to introduce
that.
Mr. MCLENDON. That is headed "Carousel Motel Account No. 2";

is it not?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. So no money was withdrawn from the account?
Mr. DRENNAN. That is correct.
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(The document referred to was marked "Drennan Exhibit 17," and
is as follows:)

DRENNAN EXHIBIT 17

trt.c,n,unt f2)
74 Ernest C. Tucker
2000 P. Street, N. W.
Washington, D. C. 5-62

OFf-(151IR & CHECKS

ft 10 . 01-

• J ' I 1i

CHECKS A ANAIVS19
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'IF MS

LEDGER

DATE AM AN( I
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AMERICAN NATIONAL BANK OF SILVER SPRING
tILVER SPRING Mn
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Mr. MCLENDON. Tell the committee how this particular transaction
arose.
Mr. DRENNAN. My testimony on this transaction is now complete.

We have also completed the testimony on the loans from the American
National Bank. The next subject will be the loans from the Small
Business Administration, if there are no questions.
Mr. MCLENDON. All right.
The CHAIRMAN. Senator Scott, do you have any questions?
Senator Scow. Well—not at this moment—not until he goes

through another phase of this.
Mr. MCLENDON. I think it will be more understandable, Mr. Chair-

man, if we let him go through the Small Business transaction.
Senator CANNON. Mr. Chairman, I have just one question.
Did it indicate that any interest was paid on that note?
Mr. DRENNAN. Yes, sir. There was interest charged to the liability

ledger on the other notes that the partners had-5 percent interest
was charged to the partners.
The CHAIRMAN. Proceed.
Mr. DRENNAN. I will now discuss the loan from the Small Business

Administration.
In early March 1962 the Carousel Motel was damaged by storm. At

that time, the motel was still under construction, and had not been
in operation yet.
On April 2, 1962, Mr. Baker and his partners submitted an applica-

tion to the Small Business Administration for a loan of $54,400.
On May 4, 1962, the Small Business Administration authorized a

3-percent 20-year loan of $54,400 to be made subject to a number of
conditions. I would like to introduce at this time a copy of the au-
thorization document relating to the disaster loan by the Small
Business Administration.
Mr. MCLENDON. That is dated May 4, 1962?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. Give a copy to the reporter.
(The document referred to was marked "Drennan Exhibit 18," and

is as follows:)
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DRENNAN EXHIBIT 18

UNT2ID STATZ3 CO1E:lIZZL7T
1.I3IT111.33 ADITNISITATION

I4.4.1.0d. OFFICE
RICHNOND, VIRGINIA

DICAST7R - ruc/1233
DIRZOf

AUTIMYZATIOIT

There is hereby caltheriz, 1 a Lcan by this Administration (-urouant

in r.F1,on 7(b) or the Small rusincsa Act, no c-encled) to 11017.0. G. WUZ-li,

' d G. LUIZ, DOLALD J. EOM:, Alin:AIL NOVAI:, and G.:RTRUDE C. NOVAS:,

"/A Ot1-1-74 in City, nay:VAL Tc:Iporary address: Suite 005,
btroct N.W., Washia-;Lon, D.C. (hereinafter called "Dorroucr"),

01 I:rrower's application dated April 2, 1962, Docket No. DL-].77,338-Belt,

in the amount and upon the conditions az follow:

1. Avount: Fifty-roar Thousand Four lInndrod Dollars (04,400).

2. Note Fayable:

Wenty y(77,rs from the date of Note, vith interest at the

rate of three sm.-cent (3,) per annum, uysble monthly, bcLInning

Live. tpcmtha from date of rote and instaillamta of prin::lyll

tech in the asount or :e1,360, payable aced-annually, bcInninz

five mentha ,f.ma date of Note, and the balance of principal and

interest rcyoble twenty years from date of Noto; vith the Pan-

ther provision that each said installment shall be rwlled

fir3t to interest accrued to the date of receipt of said in-

stallment, and the balance, if any, to principal.

3. Collateral:

a. irtz.;ae of lnni, buildiu, machinery, equimcat (excluding

e.utootive ccuipn,nt), fixturca, and furniture no; owned

and hereafter acquired by Lorrower subject only to prior

'teas on land and bui1din7, held by Fraternity Foacral

vine anti Loan A3sociaLion in the amount of 4360,000 and

on fUrniture cud fl%turei held by American National Bank

in the mount of 0.14,000.

4. UGO of Proceeds o Lean:

ITs1,-oxinAtely :,54,40D to repair dm.r,ca to buildin3, land, and

equip:lent includial automotive equipment not covered by com-

prehensive ineurance.

7
Agreement of of horrUwer to limit compen-
sations of:
All partnere in the a--roc;ate Not more than 50

of not earninca after
taxes and depreciation

6. After-c.ncinirei rroperty kreemont.

7. Fired teset Lirdtation of 0.0,000, exclusive of the expenditures

referred to in paraz;raph It lit. reef.

_8, Ticrui Acrecnent on SiIA Fora 161.

9. r: -1

en in r.:.11A.,- n, If 11i2 pr:ee: 1 t,

be usel fur cons;.rultien or rc72alr of Larre,.:cr's prnperty,

of LTA Coumel Iorm 1)44 on find l disbursement only.
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DRENNAN EXHIBIT 18—Continued

-2- DL-177,331-Ba1t

10. kn.cceont or Eorrouer that in tha eveat the authorizcd amount
of the In IS in C:C.CC33 of the count revirol to accoplich
the porposcs of the LQ011 as cot forth in ynrecraph 4 hereof,
than at tho direction of Regional Dircctor and, in hid sole
discretion, the cuthorizod =aunt of the Loan will be reduccd
by an anount equal to such eXCOIS amount or men CXCCO3 amount'
shall be aopliod on tho inatallmento of the principal owing on
the Noto in the inverso order of maturity.

11. Other contlitiona:

Prior toldisburscoent on account of the Loan, Reclooal Director
shall be in receipt of evidence satisfactory to him that the
Zorrowers have investcd a total or at least :160,000 in each
in the project in eddition to the value of the lana.

12. Dorrowers shall provide and ratntain hazard insurance in such
amounts and for such coverocca sa shall be satisfactory to SBN.

13. 2rior to the firat dioburnoment, ana to epch subscquent die-
burscoont on e.ccount of the Loan, Director Ficld Office
ILImer or nonional Director shall be in rcecipt of eviilence
natisfactory to either in his sole discretion, that there haa
boon no c .?.orse coinnoo linco the date of the Aoplicntion, or
sines any of the proc,.iinz disbursements, or that since the
date of such Application or of any ouch disbursement, no facto
or circumstancos have becoro known or have arisen with reopcct
to the orcanization, operations, busineso prospccts, fired or
other wroporty, personnol, or in the financial or any
condition of Eorrower, vhich would urxrant withholdin; not
un!Ung any ouch disbursement or any further disbursemont.

14. such other conditiono al Dissoter Field Offico ranco;or, Recional
Director, or O:eA Counsel vc,y irnooe pursuant to outsiTslinn
concral reqnirements and instructions of thia Administration.

15. Dlobursement of the Loon be mr-do by CL A Counsol from
tiro to time in the dlocrotion of mid SPA Counsel e:einst all
the aforesaid conatoral in accordance with the require:manta
of this Autborization c.111 the applicable General reonirementa
and inotructiens of this Administration provided, that no dia-
bursement ohall be rade later than six months from the date of
this Authorization.

forenoinn Authorization was dnli
fo:.--000d by the Gmoll alSinC33
teistration on M4y 4, 1962.

JOIIII E. HO-REL', ADIIIITICsrIATUR

Acting Becional Director
Small Dminesa Administration
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Mr. DRENNAN. I would like to refer to page 2, item 11, under the
caption "Other Conditions."
Mr. MCLENDON. Read that, please.
Mr. DRENNAN (reading) :
Prior to any disbursement on account of the loan, regional director shall be

In receipt of evidence satisfactory to him that the borrowers have invested a
total of at least $160,000 in cash in the project in addition to the value of
the land.

Now, I might explain at this point that SBA had determined that
the partners had invested $60,000 in cash in the Carousel, in addition
to their investment in the land, so that this requirement really meant
that the partners had to put $100,000 additional cash into the Carousel
before the SBA loan could be disbursed to them.
The CHAIRMAN. Did the evidence show that had been declared

a disaster area when they applied for the SBA loan?
Mr. DRENNAN. Yes, sir—the entire shoreline there was a disaster

area.
The CHAIRMAN. Thank you.
Mr. DRENNAN. After this loan was authorized May 4, 1962, the

Small Business Administration turned the loan over to Mr. Harry
H. Cropper, attorney in Ocean City, Md. Mr. Cropper was under
contract with SBA and acted as their agent in closing various dis-
aster loans, including this one. His job was to obtain the necessary
legal documents to close the loan, and to see that the requirements
of the loan authorization were met before the loan was disbursed.
This loan was actually disbursed to Mr. Baker and his partners on
June 9, 1962.
I would like to introduce at this time a letter dated June 15, 1962,

from Mr. Harry H. Cropper, the attorney who closed the loan, to the
SBA, Baltimore branch. In this letter, Mr. Cropper comments on
how the partners met the requirement that they put $100,000 addi-
tional cash into the business. And attached to this letter there is a
deposit receipt for $100,000 dated May 29,. 1962, apparently from the
American National Bank of Silver Spring.
(The documents were marked "Drennan Exhibit 19" and "Drennan

Exhibit 19-A," and are as follows:)
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DRENNAN EXHIBIT 19

HARRY H. CROPPER
ATTORNEY AT LAW

1102 •ALTIMORC AVENUE

OCEAN CITY, MAPYLANO

ATLANTIC 1111-•3102

June 15, 1962

3mall Business Administration
Room 611, Calvert Building
aaltimdre 2, MarylAnd

Gentlemen:

Re: Robert G. Baker, at al.
T/A Carousel Motel
Ocean City, Maryland
DL-177,338-Balt.

In connection with the abovp Loen I enclose the following:

(1) Conformed copy of Mortgage of real and personal property
dated June 9, 1962 end recorded on June 11, 1962 among
the Land Records of Worcester County in Liber F.W.H.
No. 151, Folio 605.

(2) 2 copies of Form 145.

p4) 2 copies of Form 144.) Deposit receipt of American National Bank, Silver Spring,
Maryland, dated May 29, 1962, showing a deposit by
Carousel Motel in the amount of !;100,000.00

In connection with paragraph 11 of the Authorization I have
. v1w44If.4. been advised by the  Baltimore Regional Office that Borrower had

,,.,...,,already satisfactorily demonstrated that at least :)60,000.00 in
Ad/ /4„. cash had been invested in the project in addition to the value of,
, vew ' the land. That a deposit slip showing a deposit of an additional
r, ' .., ,i100,000.00 would be satisfactory evidence that the requirements

/ 

of paragraph 11 of the Authorization had been complied with.

r/f ,-, .• I am in the process of preparing a chattel mortgage on the
fl,V *4,4'7 furnishings located at the Motel. This item is incomplete due to
1,7, >I-',1 the fact that all furnishino:s have not been delivered. It is

anticipated that the chattel mortgage will be completed and executed
j„kg/ during the coming week.

,-)
4 -f6 

Fire and extended coverage policies with proper endorsements
//,,,,j,• , ,.. brve also been requested and will be forwarded upon receipt.
e d#1 / 'J  

 

 h4- 
fi...,ti. /, 

l:  

4

1

II  

"

Ge

,

/7

1
Si cerely yours,

• /,,, il , , 4 ,,,,;) /1,1,-.
Harry H. Crople

HHC/jmj 
'Xild 

cII
'Ms Enclosures (0--4
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•

DRENNAN EXHIBIT 19—A

American National Uank
; OF SILVER 80....Ala

..S.14VER SPRING,.MAYLND
r,

• .' 1" • 1:

• .•
t V 

Aoti

ye,
se. • 4 "

••••••

DATE AMOUNT

Carousel Motel ,_ Ocean City M
FTHIS IS A RECEIPT OR YOUR DEPUS

DATE AMOUNT
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Mr. MCLENDON. It appears to be a printed form, does it not, with the
name American National Bank at the top?
Mr. DRENNAN. Yes sir.
Mr. MCLENDON. And a stamp on it showing "American National

Bank teller."
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. Printed May 29, 1962.
Mr. DRENNAN. Yes sir.
Mr. MCLENDON. And it shows the receipt of $100,000 on deposit?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. Does that document contain any language to indi-

cate that that money was restricted and could not be withdrawn?
Mr. DRENNAN. It does not.
Mr. MCLENDON. Now, returning to Mr. Cropper's letter of June 15,

it refers to the authorization of the loan of May 4, and this particular
paragraph which you read about the requirement of an additional
$100,000 to be invested does it not?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. Will you read that paragraph from Mr. Cropper's

letter?
Mr. DRENNAN. It says:
In connection with paragraph 11 of the authorization, I have been advised

by the Baltimore regional office that borrower had already satisfactorily demon-
strated that at least $60,000 in cash had been invested in the project, in addition
to the value of the land, that a deposit slip showing a deposit of an additional
$100,000 would be satisfactory evidence that the requirements of paragraph 11
of the authorization had been complied with.

Mr. MCLENDON. Now, from your examination of the records, are
you satisfied that this $100,000 was never available to Carousel?
Mr. DRENNAN. It was never available from the American National

Bank of Silver Spring.
Mr. MCLENDON. In other words, it could not be drawn on and could

not be used under the terms of the loan?
Mr. DRENNAN. That is correct.
Mr. MCLENDON. Now, who is Mr. M. R. Hoffmaster, I believe the

name is?
Mr. DRENNAN. Yes, sir. This is Mr. Merideth Hoffmaster, who is

the manager of the Small Business Administration branch office at
Baltimore, Md.
Mr. MCLENDON. On this letter of Mr. Cropper, from which you have

just read, concerning the $100,000, do you find a notation on the margin
in handwriting, pen and ink?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. Can you read it, or would you have to depend on

Mr. Hoffmaster to read it?
Mr. DRENNAN. It is hard to read. The gist of it is Mr. Hoffmaster

accepted the $100,000 deposit slip as meeting the requirements.
Mr. MCLENDON. And his name, Hoffmaster, appears there, with the

letters MGR after it?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. Baltimore office.
My copy seems to show it is dated 3-18. Shouldn't that be 8—

Aug-ust 18 ?
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Mr. DRENNAN. It should be June 18. Apparently it was a mistake.
It should be 6-18-62.
Mr. MCLENDON. Well, he is here and will testify about it.
Mr. DRENNAN. All right.
Mr. MCLENDON. I would like to ask you a question about this—

perhaps duplicating what I have already asked you. This borrowing
of $100,000 to meet the conditions of the Small Business Administra-
tion as a condition precedent to their making the disaster loan was
negotiated with this bank and the money stayed in the bank?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. And was used to pay the note at the bank?
Mr. DRENNAN. Yes, sir.
Mr. MCLENDON. No part of it ever got into the bank account of the

Serv-U Corp. or of the Bakers 
Mr. DRENNAN. Of the Baker partnership at that time. Serv-U was

not in,volved at that time.
Mr. MCLENDON. Well, it never got into the bank account of the

Carousel partners?
Mr. DRENNAN. No, sir.
Mr. MCLENDON. All right. Is there anything else now?
Mr. DRENNAN. Yes, sir. As we previously testified to, the motel—

Carousel Motel—was refinanced in about March of 1963, and in con-
nection with this refinancing of the total loan of $746,000, on Febru-
ary 12, 1963, Mr. Baker wrote to Mr. Merideth Hoffmaster, the man-
ager of SBA, Baltimore branch, asking if SBA would subordinate its
disaster loan of $54,400 to this new loan of $746,000 which they were
trying to obtain from the Fraternity Federal Savings & Loan
Association.
Now, the SBA records show that there were numerous differences of

opinion within SBA as to whether SBA should subordinate its loan.
Two SBA employees in Baltimore recommended against subordina-
tion. Mr. Hoffmaster, the manager, recommended for subordination.
The comments from the Baltimore office were• forwarded to SBA's

regional office in Richmond, Va., where the regional director and one
of his assistants both recommended against the subordination.
All these recommendations were forwarded to Washington for

final action.
On March 1, 1963, Mr. R. G. Rhett, Chief of the Loan Service Divi-

sion in Washington, authorized the Baltimore branch to make the sub-
ordination and the loan was in fact subordinated March 15, 1963.
This concludes the testimony on the SBA loan.
The next item I have, if there are no questions, is a brief summary

of the partners' capital contributions to the Carousel Motel.
Mr. MCLENDON. Well, give the committee the benefit of the informa-

tion about their contributions.
Mr. DRENNAN. Yes, sir. The final principal source of financing of

the Carousel Motel is the funds invested by the partners themselves.
The records of the American National Bank of Silver Spring and

of the Carousel Motel show that the partners invested a total of
$339,984 of their own funds through December 31, 1962.
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Now, December 31, 1962, is the cutoff date I have used because this
is the effective date of the sale of the Serv-U Corp. So that all of
the partners' contributions, or the substantial part of them, had been
made by this time.
Of this total amount of $339,984, Mr. Baker contributed $233,804,

and the Novaks contributed $106,180. These funds were deposited into
two bank accounts at the American National Bank of Silver Spring,
except for $90,860, which was paid directly by the partners in con-
nection with the purchase of the land.
Mr. Baker's deposits in the American National Bank totaled $186,-

124, of which $32,000 is shown on the deposit slips as being deposits of
currency. The balance of his deposits were either checks, or we were
unable to identify the type of deposit made because of poor microfilm
at the bank.
Mrs. Novak has previously testified regarding the $32,000 of cash

deposits that we were able to identify at this bank.
Mr. MCLENDON. You think the cash deposits made by Baker then

included those testified to by Mrs. Novak?
Mr. DRENNAN. That is correct. And that concludes my testimony,

Major.
Senator Scow. Mr. Chairman, may I go back now?
The CHAIRMAN. Yes indeed.
Senator Scorr. Mr. Drennan, going back to the $100,000 deposit, as

I understand, what really happened here was there was a requirement
under paragraph 11 of the authorization of the Small Business Ad-
ministration that this motel, Bobby Baker's motel, could not get any
payments on the Small Business loan until the regional director was
satisfied that the borrower, Bobby Baker and others, had invested at
least $160,000 in cash in the project, in addition to the value of the land.
That is what they were confronted with to begin with; is that right?
Mr. DRENNAN. Yes, sir.
(At this point, Senator Cannon withdrew from the hearing room.)
Senator Scow. Now, Mr. Cropper is an attorney at Ocean City,

Md. What was his position in regard to the loan?
Mr. DRENNAN. He was employed by SBA on a fee basis, and he

acted as their agent for finalizing various loans in the Ocean City area,
which was a disaster area. So he acted as their agent in preparing the
various legal documents, and in seeing to it that the various conditions
of the loan were in fact met.
Senator Scow. So that he had to satisfy himself condition 11, among

other conditions, was in fact met?
Mr. DRENNAN. Yes, sir.
Senator Scorn Now, as he writes his letter of June 15, 1962, he does

make a finding that $60,000 had been invested in the project
earlier. Then he notes the deposit slip showing the deposit of the
additional $100,000, and states that that would be satisfactory evidence
that the requirements of paragraph 11 had been met.
Mr. DRENNAN. He states that he had been advised by the, Baltimore

regional office that the deposit slip would be acceptable evidence—
that he has, in effect, contacted the Baltimore regional office and
obtained approval that this deposit, receipt, or deposit slip, would be
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acceptable to SBA as evidence of the additional injection of $100,000
cash into the business.

Senator Scorr. Now, the deposit slip from the American National
Bank shows the $100,000, as of May 20, 1962, but does not show that
this is not a bona fide loan. In other words, it doesn't show that this
money can never be used by the borrowers for any purpose whatsoever.
Mr. DRENNAN. That is correct.
Senator Scorn Except to repay the same $100,000. So that this is a

wash or phony transaction in the sense that while interest—so-called
interest—has been paid on it, the interest is not so much for the use of
the money as for the opportunity to obtain a device, a deposit slip to
convince the SBA that there is compliance with their requirements;
isn't that about it?
Mr. DRENNAN. I think that is a pretty good conclusion.
Senator Scorr. Now,the banker who arranged this transaction of

$100,000, and provided there could not be a withdrawal against it—
that bank became a party to an agreement whereby a deposit slip could
be shown for $100,000, but protected the bank by providing not a
penny of this could be used for any purpose except repayment. That
is, he protected the bank. But have you interviewed the person re-
sponsible here, as to why he went along with a transaction, the effect
of which was to deceive a Federal agency?
Mr. DRENNAN. We have interviewed Mr. Lasher. Unfortunately,

he is out of town and won't be able to appear today. Mr. Lasher indi-
cates pretty much that the transaction came about as indicated in the
memo which we have introduced into the record. I would hesitate
to comment much further on that in Mr. Lasher's absence. I believe
he would consider this to be—he had no indication that this deposit
slip would be used in the manner in which it was used. Let me put
it that way.
(At this point, Senator Pell withdrew from the hearing room.)
Senator Scorr. Well, Mr. Lasher's memo of May 29, 1962, is to the

general effect, is it not, that Mr. Robert Baker telephoned, wanted
a $100,000 loan for 15 days, so that he, Baker, could show evidence of
having this amount on deposit?
Mr. DRENNAN. Yes, sir.
Senator Scow. And stated how the note was to be made out, and the

proceeds would be deposited in this new account, and would auto-
matically be paid at the end of 15 days. This doesn't necessarily mean
that Mr. Lasher would have known of any contemplated misuse or
deceit in regard to the loan. Isn't that right?
Mr. DRENNAN. That is correct. And he so stated in his interview.
Senator Scorr. I want to be sure we are fair to him here. To him

as a banker this is about as perfect a way as you can get to make some
money on the money you have got; isn't it?
Mr. DRENNAN. Yes, sir. There is no risk involved.
Senator Scow. You transfer it; you make a bookkeeping entry; 15

days later you get the money; and meanwhile you have charged some-
thing which you call interest on it.
Mr. DRENNAN. Yes, sir.
Senator Saner. Now, with regard to the subordination of the

disaster loan, the effect of that approval to subordinate the disaster
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loan of $57,000 was to put the Federal Government some $100,000
away from repayment—that is, in the standing of its lien or claim, the
subordination moved the Federal agency, the SBA, $400,000 further
away from repayment by putting the increased loan of $300,000-and-
some up to $700,000-some ahead of them. Isn't that the effect of it?
Mr. DRENNAN. Well, I would not say that exactly, Senator. That

is one way to put it. I think that we will have SBA people here to
testify in that regard. Their testimony will be to the effect that the
SBA considered that the loan that they made was more secure after
subordination than it was before, because of the fact that they had—
that there was additional capital put into the business by the partners.
So that the Government was really in a better position than they were
before the subordination. But I think that they can comment more
fully on that aspect of it.

Senator Scorr. Did they ever get repaid?
Mr. DRENNAN. It is being repaid. It is a 20-year loan, which was

made in 1962. So there has been payment on it for 2 years, going on
2 years.
The CHAIRMAN. There is no indication that there has been any de-

fault on the payment of that SBA loan, is there?
Mr. DRENNAN. No, sir.
The CHAIRMAN. And there was no subordination of payments on

that note, was there?
Mr. DRENNAN. No, sir. This is a matter of putting the additional

loan from Fraternity Federal ahead in line in the event of foreclosure
to the SBA loan.
The CHAIRMAN. But it did not put off their payments?
Mr. DRENNAN. No, sir; the payments, amounts, and dates, remain

the same.
The CHAIRMAN. Thank you.
Senator Scow. But there is some $700,000 ahead of them on the

Carousel transaction, involving a mortgage or trust?
Mr. DRENNAN. That is correct.
Senator Scow. Now, have you interviewed Mr. Rhett, who over-

ruled 
Mr. DRENNAN. Yes, sir. He is to testify here today.
Senator Scow. Thank you very much, Mr. Drennan. That is very

helpful.
The CHAIRMAN. Does that complete your questions, sir?
Senator Scow. That is all.
The CHAIRMAN. Have you completed your testimony, Mr. Drennan?
Mr. DRENNAN. Yes, sir.
Mr. McLENDox. That is all, Mr. Drennan.
The CHAIRMAN. Counsel, you can move on.
Mr. Cropper, put your left hand on the Bible. Do you solemnly

swear that the evidence you are about to give before this committee in
the matter now under investigation is the truth, the whole truth, and
nothing but the truth, so help you God?
Mr. CROPPER. I do.
Mr. MCLENDON. Will you state your full name and residence, please?

27-211 0-64—pt. 9 6
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TESTIMONY OF HARRY H. CROPPER

Mr. CROPPER. Harry H. Cropper, Ocean City, Md.
Mr. MCLENDON. What connection, if any, did you have with the

Small Business Administration in 1962?
Mr. CROPPER. I was one of three disaster fee counsel in Worcester

County.
Mr. MCLENDON. Was your work done in Baltimore?
Mr. CROPPER. In Ocean City.

MCLENDON. What were your duties in that connection?
Mr. CROPPER. The settlement of SBA disaster loans.
Mr. MCLENDON. Mr. Cropper, a letter signed by you dated June

15, 1962, has been introduced in evidence in connection with Mr. Dren-
nan's testimony, which you heard, I am sure.
Mr. CROPPER. Yes, sir.
Mr. MCLENDON. Do you have a copy of the letter before you?
Mr. CROPPER. Yes, sir.
Mr. MCLENDON. Referring to that letter, will you make any ex-

planation you like with respect to that letter and particularly with
respect to the item of $100,000 about which Mr. Drennan has testified
and offered exhibits?
Mr. CROPPER. What explanation would you like me to make, sir?

I think the letter is self-explanatory.
Mr. MCLENDON. Well, I am not sure. If you like, I will ask you

pointedly.
(At this point, Senator Scott withdrew from the hearing room.)
Mr. MCLENDON. In paragraph 2 of the letter you say;
In connection with paragraph 11 of the authorization, I have been advised by

the Baltimore regional office that the borrower had already satisfactorily demon-
strated that at least $60,000 in cash had been invested in the project, in addition
to the value of the land.

What individual in the Baltimore regional office advised you of that?
Mr. CROPPER. I cannot recall the identity of that individual. My

best recollection is that during the course of a telephone conversation
with the Baltimore office, I was advised that certain things would
constitute compliance with paragraph 11 of the authorization.
Mr. MCLENDON. The next sentence says:
A deposit slip showing a deposit of an additional hundred thousand dollars

would be satisfactory evidence that the requirements of paragraph 11 of the
authorization had been complied with.

Mr. CROPPER. Yes sir.
Mr. MCLENDON. Did you see the deposit slip?
Mr. CROPPER. Yes, sir.
Mr. MCLENDON. Is it one that- you saw, the one introduced in evi-

dence there, which is dated May 29, 1962?
Mr. CROPPER. Yes sir.
Mr. MCLENDON. And shows no restriction or limitation upon the

deposit?
Mr. CROPPER. No sir.
Mr. MCLENDON. Who had this certificate of deposit when you saw

it?
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Mr. CROPPER. It is my recollection Mr. Baker handed it to me on
June 9, 1962.
Mr. MCLENDON. Where were you?
Mr. CROPPER. In my office in Ocean City.
Mr. MCLENDON. Did he give you any other evidence, except this

unqualified deposit slip?
Mr. CROPPER. NO, sir.
Mr. MCLENDON. Did it occur to you to ask him any question about

it?
Mr. CROPPER. I had been previously advised by someone from SBA

that that deposit slip would be sufficient evidence for compliance with
the authorization. It was not my responsibility to see whether or not
that provision was complied with—only that SBA itself was satisfied
that it had been complied with.
Mr. MCLENDON. You are not able to identify the person who gave

you that advice?
Mr. CROPPER. No, sir; I cannot. I am sorry.
Mr. MCLENDON. So you stated, then, your explanation of what you

said in the letter with respect to the hundred thousand dollars?
Mr. CROPPER. Yes. My letter of June 15 actually constitutes my

best recollection of what happened.
Mr. MCLENDON. Now, I notice on the copy which was introduced

in evidence, in handwriting, apparently signed by Mr. Hoffmaster—I
assume that that was put on there after you wrote the letter 
Mr. CROPPER. I am sure it must have been. It didn't leave my office

in that manner.
Mr. MCLENDON. Any other comments you have to make about this

transaction involving the hundred thousand dollars?
Mr. CROPPER. No, sir.
Mr. MCLENDON. That is all, sir.
The CHAIRMAN. That will be all, sir.
Mr. CROPPER. Thank you.
Mr. MCLENDON. Mr. Hoffmaster?
The CHAIRMAN. Mr. Hoffmaster, will you put your left hand on the

Bible and raise your right hand?
Do you solemnly swear that the evidence you shall give before this

committee will be the truth, the whole truth, and nothing but the
truth, so help you God?
Mr. HOFFMASTER. I do, sir.
The CHAIRMAN. Thank you.
Mr. MCLENDON. Will you state your name and address?

TESTIMONY OF MERIDETH R. HOFFMASTER, ACCOMPANIED BY
ARTHUR M. BLACKLOW, ASSISTANT GENERAL COUNSEL, SMALL
BUSINESS ADMINISTRATION

Mr. HOFFMASTER. Merideth R. Hoffmaster, 1113 Northern Park-
way, Baltimore, Md.
Mr. MCLENDON. Mr. Hoffmaster, in 1962, what position, if any, did

you hold with the SBA?
Mr. HOFFMASTER.. Manager of the Maryland office.
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Mr. MCLENDON. Will you tell the committee exactly what you had
to do with the application for the disaster loan on the Carousel Motel,
and give the committee the benefit of any knowledge you have of it,
and especially with reference to the $100,000 deposit?
Mr. ITOFFMASTER. I would like to say at the outset at the time I

talked to Messrs. Scott and Drennan, I did not have the benefit of the
file. So that there may be
Mr. MCLENDON. You are referring to Mr. Scott and Mr. Drennan,

two of the committee's investigators?
Mr. HOFFMASTER. Yes, sir.
Mr. MCLENDON. Go ahead.
Mr. HOFFMASTER. I did not have the benefit of the file at that time.

So there may be some slight inconsistencies in what I told them and
what I may say to you today.
Mr. MCLENDON. All right.
Mr. HOFFMASTER. As manager of the Maryland office, it was my re-

sponsibility to supervise the closing of these disaster loans made in
the Ocean City area.
(At this point, Senator Scott entered the hearing room.)
Mr. HOFFMASTER. This Carousel Motel loan, when I got it, had al-

ready been approved. The file was transferred to me by our regional
office in Richmond.
Mr. MCLENDON. Richmond?
Mr. HOFFMASTER. Yes, sir. At the same time the file was trans-

ferred to us, the closing papers, completed insofar as Richmond was
able to complete them, had been forwarded to Mr. Harry Cropper,
who was one of three fee counsel in that area charged with the re-
sponsibility of closina

b 
our disaster loans.

In connection with paragraph 11, I have a hazy recollection of talk-
ing to Mr. Cropper on the phone, where he inquired of me as to what
evidence he would accept as compliance with paragraph 11. The
subject of deposit slip came up; we kicked it around, and I told him—
I am sure I told him—yes, a deposit receipt would be acceptable.
Every time that you have an injection requirement, or an investment,
requirement, such as there is here involving a partnership, it is trouble-
some. Had this been a corporation, the problem of deposit receipt
would never have arisen. Mr. Cropper would have taken either stock
certificates or a corporate note.
But when you require a borrower who—in effect, to take money out

of one pocket and put it into another, it always presents a problem,
as far as implementation is concerned.
When I received Mr. Cropper's letter of June 15—it was received

in my office on June 18—and, as Mr. Drennan indicated, the date
that I have initialed there under my name should have been "6-18t-
62," rather than "3-18-62." It was a mental lapse on my part. We
had in a matter of 2 or 3 weeks approximately 60 loan applications
in the process of being closed by three fee counsel.
The second paragraph of Mr. Cropper's letter, which reads:
In connection with paragraph 11 of the authorization I have been advised by

the Baltimore regional office—
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I went on to read the letter, and I came back, and I underlined "Balti-
more regional office," because Baltimore, first of all, is not a regional
office; it is a branch office. I read the letter. 1 recall spending sev-
eral hours going through the file, because I knew that I had had no
conversation with Mr. Cropper or anyone else as to this $60,000 hav-
ing already been invested.

After checking the file, as I say, for approximately 2 hours, I con-
cluded that undoubtedly Mr. Cropper meant the regional office, and
my note in the margin reads as follows:
Undoubtedly Cropper means RO—

R0 standing for Richmond regional office.
However, in view of the language of page 2 of the FS report—

FS standing for financial specialist—
that $60,000 has already been injected and the attached deposit receipt for
$100,000 dated 5-20-62, the provisions of paragraph 11 of the authorization
deemed complied with.

M. R. HOFFMASTER,
Manager, Baltimore Office.

And, as I say, I had a mental lapse there-1 put "3-18" instead of
"6-18."
I might say that with respect to paragraph 11—let me go back.
I mentioned page 2 of the FS report. I don't know whether the

committee has that report in evidence or not.
Mr. MCLENDON. I don't think we do, Mr. Hoffmaster. Do you

have it?
Mr. HOFFMASTER. I have a picture of it that I brought with me.
The CHAIRMAN. Could' you supply the committee with that photo-.

static copy?
Mr. MCLENDON. Mr. Drennan says we do have it on file.
The CHAIRMAN. We have it. Go ahead.
Mr. MCLENDON. Just a minute. I think we can find it.
(The document referred to was marked "Hoffmaster Exhibit 1,"

and is as follows:)
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HOFFMASTER FaMBIT 1

SMALL BUSINESS ADMINISTRATION 

REGIONAL OFFICE, RICHMOND. VIRGINIA: •

FINANCIAE SPECIALIST'S REPORT ON DISASTER LOAN:APPLIOATION, ,„-.

Pocomokev,City, Maryland

APPLICANT: Robert G. Baker, Dorothy C. Baker, DL-177,338-Balt•
Donald J. Novak, AnitaANovak and
Gertrude C. Novak, T/A _
Carousel Motel

-
Address: c/o Tucker & Baker, Attorneys, Suite #605, 2000 P. Street, N. W.

shington, D. C.

BUSInSS: Motel located on Ocean Highway, Ocean City, Maryland, with
restaurant and night club.

LO:N APPLI:0 FOR: $54,406 Maturity: 20 years

Recommended 54,400 Maturity: 20 years

PURPOSE OF LOAN:

To rnimburse applicant for damages caused by storm of March 6 - 8, 1962.
7 Rotore and replace damages to building,land and equipment, in-

cluding automotive equipment not covered by comprehensive in-
surance - $54,406.

PROOF 02 LOSS:

The amount of loss can only be established by photographs which were not submitted in duplicate and are included in Branch file. Damage aue to
tho storm had been repaired and lot filled in to some extent prior to
visits by Appraiser and F/S on April 19 and 21. Based on the photographssubmitted, the SBA Appraiser, George Forensky, is of the opinion th,,t theestimate submitted covers the storm damage.

COLLATERAL OFFERED: Estimated cost of motel under construction:

Land: (Actual cost has been appreciated to 0150,000
Buildings, pool and seawall (Contract price)
Estimated cost of extras upon completion
Furniture and Fixtures (Estimated cost)

$ 96,500
504,400
35,000

115.000 

$750,900Liens: First trust to Fraternity Federal Savings and
Loan Association $ 360,000
Commitment of American Nat'l. Bk. on furnishings 114,000 474.000 

Net cost value to secure SBA loan $276,900

CO',11=1S ON COLLATERAL:

Collateral offered taken with the net worth of the owners provides amplesecurity to protect the interest of the Government. The estimated costof the extras above of $35,000 may increase or decrease as small changesare being made and will continue to be made until construction is con-pletnd. Thc target date for completion of the building, including cock-
tail lounge and coffee shop is set for June 1, 1962, and for the nightclu'n rnd convention hall for June 15, 1962.

APP7,ICANT'S FINANCIAL CONDITION:

Balance sheet included in application does not represent the present
financial condition or what the financial condition will be when the
building is completed, due to changes in the. capital account being made
as the construction nears completion. The final financing of the prejest
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HOFFMASTER EXHIBIT 1-Continued

Carousel Hotel - #2

Financial condition - continued.

was discussed with Ernest Tucker (Mr. Baker's law partner, who is appar-
ently responsible to the partners in this matter) on April 24, 1962, and
he crovided the following details as to costs, owners' investment, etc.
to make up the pro-forma balance sheet below, which does not include
any figures on the damage from the storm.

ASSETS LIABILITIES AND NET WORTH

Cost of land $ 96,500
Appreciation of land
based on appraisal by
George Bert Cropper . 53,500
Contract cost of building
pool and seawall inc. 504,400

*-Furniture & Fixtures 115,000
P-uilding extras

(may vary) 35,000

Due Bank on furniture and fix. 0114,000

Lien on.land and buildings 360,000
CAPITAL (All to be in cash from
owners) 256,500
Appreciation of land 53,500

*-to be purchased $804,400

r. Tucker stated and the records to date showed the following in-
vestment of the owners:

Land at cost $ 96,500
Cash (invested to date)60,000

$784,000

$156,500

Yu.. Tucker also stated that the owners would inject additional cash in
an amount of at least $100,000 upon completion, making a total $256,500.
Fifty percent of the capital is being provided by Mr. Baker and twenty-
five percent each by Donald Novak and Gertrude Novak. The snout due
on building extras may be as low as $10,000 but is not expected to ex-
ceed .,35,000.

BANK -2TICIPATI0N: None.

Ban2:: participation has not been requested, as the owners' equity will be
substantial and the lien of the Fraternity Federal Savings and Loan Assoc.
has been increased from $270,000 to 4360,000 during the past month. Other
consideration has been given to the partners' outside net worth outlined
in the following paragraph

ON APPLICANT: Condensed balance sheets of partners:

Gertrude Novak: As of 3-15-62

C/A $ 62,863 c/L $ 56,300
F/A 371,475 o/L 118,763
c/A 22,375 N/w 281,650 ---

$456,713 P1.1.56,713

Donald J. and Anite M. Novak: As of 3-15-62

C/A 22,013 c/L _
F/A 183,275 °A 35,947
o/A 7,500 N/w 176,841

2cbort G. Baker:
$212,788

As of 2-5-62
4212,788

C/A $8470421 c/L $331,390
F/A 711,666 o/L 234,610
o/A 11 .00a N/W 1,003,587

$1,570,087 $1,570,067

-

,
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HOFFMASTER EXHIBIT 1—Continued

Carousel Betel -#3

Conments on applicant — continued

Applicsnt submitted two projections of earnings, one with the application,
vthich was incomplete and another on April 24, 1962, in which the expenses:
are itemized to include amortization of the lions. The later projection
is as follows:

Net Sales $398,030
Operating Expenses 191,000

het before fixed obligations $2070080

1,..ortgano payrent including interest, taxes
and insurance $40,200
Annuni payments on F&F, inc. int. 27,360
Payments duo 3T3A is loan is granted

(Prim.) 2,720
Interest due SEA (First year) 1 632

71,912

Balance prior to depreciation and taxes ta35,168

Dosed on the writer's exmerience, both in the Ocean City area and in motels and
hotels in general, the anticipated volume is attainable at least in the second
year of operation, if not the first, but the operating expenses appear to be
nnnstimated az an operation similar to this generally ran:: 60 to 70% (before
onners withdrawals) of the volume which would amount to at least :21s0,000,. which
wonld reduce the net before depreciation and taxes by annneximately 360,000. This
would still provide --asonable assurance of ability to ropey. Nis. Baker has agreed
to Unit the withdra,“nla of the partners to fifty percent of the net profit after
depreciation and taxes. The depreciation should ba ample to meet the payment of
princinnl in all liens.

Approval of a loan in the amount of $54,400, maturity 20 years, with interest
at the rate of three percent per annum, payable monthly, beginning five months
from date of Note and installments of principal each in the amount of :1,360,
payable semi—annually, beginning five months from date of Note and the balance
of principal and interest payable twenty years from date of Note, subject to
the following conditions:.

1. 1,,Ortnane of land, building, machinery, equipment, (excluding automotive
equipment) fixtures and furniture now owned and hereafter acquirod by Borrower,
subject only to prior liens on land and building hold by Fraternity Federal
Savings and Loan Association in the amount 3360,000 and an furniture and fixtures
held by American National Dank in the amount of $114,000. '

2. 'Prior to disbursement Regional Director shall receive evidence that the
Borrowe's have invested a.total of $160,000 in cash in the project in addition
to the value of the land.

3. Total annual withdrawals of the partners of borrower shall be limited to
fifty percent of the net profit after taxes and depreciation.

4. The usual standard conditions..

Dntai April 25, 1962

Cnnsnr in r.:.conrondation of VC and !idviaory Committoo.

April 27, 1962

/(1. ///i(-e."2-nIcYn 

Alfred H. Tracy, VS'

John H. Fox,
Dinantor Fiold Office Eananor

•
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HOFFMASTER EXHIBIT 1—Continued

•111. At OD DI,177,338-Balt.

CO'7:723: 

in approval provided terms and conditions are fu14 complied 'with.

1,Zez1
Act Chief

174,,ccialAssiztance D sioa 4/30/62

2...77.,..r.antly, Baker, who has a large stock interest in Mortgage Guaranty
::::nu=aace Company, could supply the funds Welded. However, 1,0..r 4-,-
ci=Lmstances, concur in approval if terms and conditions are complied
with.

2, Haien
Acting Regional Director 4/30/62
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HOFFMASTEIZ EXHIBIT 1—Continued

• 3C5

A - ")64.00,4c' Uisastor - Businost.

AUTH IZATION (Direct Loon)

7...ere is herehyAlgt,iorired a Loan by this Administration (pursuant to Section 7(b
Act, to a:nr,..:,,.) to li.r....k..ch., g .• A i

--6-. t.;'te', r 4 c? Q _i. o a I., '4._;e. tit,4 I ,Ì , I. 1 r
of  '..•., , 4 :f f•_.62_c.S___i_claoP"ityr, A ' ,Aett-vr, fAC;  (hereinafter called "Borrower"),
on Borrower's application dated 4,104't 1  _.,1±11,-  , Docket No. 1: 0.. 177 , '3ti Iz fr. 
in the a:r.ount and upon the conditidns as follows:

1. Ai7.0,1(:  

2. Note Payable:  
the r::-.te o: three percent (3'1) per annum, 14.......tw iu,ltarlirrici • . ay1.144-abo-iow a:
_.4../:'...:-.C.,'I'-:. 1 s-e- Of,. I :ay tIvii : p

,,, ?-4,i i ynz4 -% .  p'll(ielha
' tl 

, _inct  il / 4 '-}"rip, -trine:, ..1./ 

IVots

and the 'paint:cc of principal and interest pdyable  r klitellti •
years from. 6:4c of Note; with the further provision that each sald installment shall be applied first to interest accrued
to :he date of receipt of said installment, and the balance, if any, to principal.

years from the date of Note, with interest at

3. Colratera.:

i.s' "7- • - ,
/ a. ortgage of land f-)tnici;14.1 ^/7,0 CA I; /fv‘il,i,t (ClUd1.h.c)4,,40,r-r..41>4.

li'llYt td '.<•,1 Q/11.6( ql.1)(i) ' f-'1 1'4- '")) es IV 0 II/lied eoti Ase're a Pi-CA.-1

lif.• c.?Clre d t)-t RO 11Y0 We V "'“, 1).i-: c-f- irn, +0 1,3 ii/49,:// te,714 ityl

,C?rn,-,;i1 110 1'1 d j nei• -A a I 11 ci. Ffrte ...v ),'i.1-1 ede4,,D5a v li'=ip a.,-,..d 4 ac,r,

tb 4 4niovrt/ 340 Poo 4-4t-ti 7)n "eve, / ,4d2eLJ, , 
.rAtyvi 4, 41,..1411,-1119.nevic @t-N Alteriaf iyhr vo. t)-,e 4 Y-Aovriail

- 'il.1 141/00

A Form 148 of

•

a(. Llo.r ef Pre.4.-aelia, o wf Loi 

PO X.) Yyl'it ̀ i-(1 IU( 744, 140, 0-44- ):Ctsr/ Ir

40ild ICUI /4,4 , 47,1 if, movf old() ; t4, 4 u o eno'f

C.1 1^,t4f.44 ent-tal q finlivA•A 42.71"“‘i/-e IMUKCe-Ite
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HOFFMASTER EXHIBIT 1—Continued

-2-

6. A,teernent of BoerOZer Co limit annual compensation (including salaries, withdrawals, fees, bonuses, com-

ze'ti-wfis * er.payment direct or indirect, in money or otherwise) to the following

nt..iacd ptr.,sti the c sec op e respective name:

NAME AMOUNT

pltiu rch aidiiional a-mount to each said person as ,nay be necessary to

corr ed -go
exceed thitY..-cl—ai.iplry-able by -each said person.

f; 0: After-acquired Property Agreement.

provided t
is incorcompensation
krargiradditional amount shall not

8,?„,5,4%--,-idoy,... greemery on SBA orm 139 of each of the following naift individuals cove/lag...the tot,1 Fuincipan
., .4,1: 1 ..,-.7.7 . • ...;'," ,

accrued anc fat e interest thereo

NA!1E AMOUNT

Asset Limitation of $  4,,pesp  , exclusive of the expenditures

referred to in paragraph 5 hereof.

7 Lun:i NArement on SBA Form 161.

On both tbz first and final disbursements, opinion of son Counsel on SBA Form 145, and, in addition, if
the lo;:a sue to be used for construction or repair of Borrower's property, opinion of SBA Counsel Form 144

on find riitaburt.,erhent only.

Agrczzienc of Borrower that in the event the authorized amount of the Loan is in excess of the amount re-

to ii.,..tcoiaplish the purposes of the Loan as set forth in paragraph 5 hereof, then at the direction of 

h P'st• Oft,  .1/ and, in his sole iliac:teflon, tbe authorized amount of the

0 ttd: .1.! be c.ait3pect by on amount equal to such excess amount or such excess arnourx shall be applied on the in-
the prinoipnl owing on the Note in the inverse order of inaturity.

JO , ••Pi;t;'y; re vin,Q(1)ivec-icrt, // roc,

lo,evt9 we.tiz AR vt.)fri fa

tev,
o >,-r1 vet( Nitid.ecemnf

k- heec

Boh/oW-e-V iNet ir 4/0 V/441 444, 9'ria/ rt. +Cri-r\ AaZ•443/Cir):14/frs;'

;frt. )1+S )10? ‘0 Vx5oct, 'ye a,s J.4 .xL
93A

2 7 - 2 1 1 ! V .1 /5-64
1 

.•
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HOFFMASTER EXHIBIT 1-Continued

- 3 -

Prior to the fi st disb F,ernent and to each sequent isbu ement on account of the Loan  
, I , ..4 rt  as..a... shall be in receipt of evidence satisfactory

to him in his sole discretion, that there has b en no adverse change since the date of the Application, or since any
of the preceding disbursements, or that since the date of such Appfication or of any such disbursement, no facts or
circts.in,gances have become known or have arisen with respect to the organization, operations, business prospects,
fia•ed or other property, person l, or in the financial or any other condition of Borrower, which would warrant with-
holdin3 or no: making any such disbursement or any further disbursement.

15. Such ether conditions as  .1)14G 4-Gt.. F.F.V.1.0t...2 illiCe/heet,/ f I) 1c-i, A .i,
or SBA Counsel may impose pursuant to outsta....ing general requirement's and instructions of this Administration.

16. Disbursement of the Loan shall be made by  4)/3 I-1 0 (., ),-J-k-` 
located a: a- from time
no time id the discretion of said  4)1';--Kreitzy',/^..,"  3.1 against
zil the aforesaid collateral in accordance with the requirements of this Authorization and the applicable general re-
quirements ana instructions of this Administration; provided, however, that -V

provided, further, that no dishursemenc shall be made later than six months from the date of this Authorization.

The foregoing Authorization was duly approved by the
Small Business Administration on 

Sim all 13u•112••• Adeisi•tratio•

-I/Insert title of appropriate official, i.e., Disaster Field Office Manager, Regional Director.
l'aln‘en 4.-.y other conditions, including agreements of Borrower, conditions to be net prior to first disbursements, commencement of con-strizsion, etc.

Inxert Nance of disbursing agent, i.e., Disaster Field Office Manager, Regional Director, SBA Counsel, Name of Bank.
lairmrt dia6,eeksent schedule, if arty.

CP, b70 41.
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(At this point, Senator Cooper entered the hearing room.)
Mr. MCLENDON. We do now have a copy of financial specialist re-

port of disaster loan application. Is that the document you are re-
ferring to?
Mr. HOFFMASTLEt. Yes, Sir.
Mr. MCLENDON. Go ahead. What is your comment about that?
Mr. HOFFMASTER. On page 2, middle of the page, there is a pen and

ink notation made at the same time I made the notation on Mr.
Cropper's letter, and this reads, "Cross-reference letter from Harry
Cropper dated 6-15-62, MRH." And I bracketed this language here.
Do you want me to read it?
Mr. McLEacroN. Yes, please.
Mr. HOFFMASTER. Let me go back above that. The pro forma bal-

ance sheet set up by the financial specialist who processed the loan
shows as equity in the partnership $256,500. The financial specialist
goes on to say:
Mr. Tucker stated and the records to date show the following investment of

the owners: Land at cost, $96,500. Cash invested to date, $60,000. Total,
$156,500. Mr. Tucker also stated that the owners would inject additional cash
in an amount of at least a hundred thousand dollars upon completion, making a
total of $256,500.

Now, ordinarily we do not require equity injections on disaster
loans.
Mr. MCLENDON. Do you know the individual to whom Mr. Tucker

made that statement?
Mr. HOFFMASTER. Yes. The report is written by Mr. Albert Tracy,

who was a financial specialist on loans in our field office in Pocomoke
from, I believe, the Boston region.
Mr. MCLENDON. Did you talk to Mr. Tucker yourself?
Mr. HOFFMASTER. About this? No, sir.
Mr. MCLENDON. Or Baker?
Mr. HOFFMASTER. No, sir.
Mr. MCLENDON. All right. Go ahead with your explanation.
Mr. HOFFMASTER. I had nothing to do with processing the loan, Mr.

McLendon.
Mr. MCLENDON. I see.
Mr. HOFFMASTER. The loan was an accomplished fact when I got it.

I would like to point out that had it not been for paragraph 11 in the
authorization, we would have gotten the same thing—we would have
gotten every bit as much as we had gotten if there had been no para-
graph 11. Have I made myself clear?
Mr. MCLENDON. I am not sure you did. Say it again.
Mr. HOFFMASTER. The purpose of paragraph 11 was to insure that

we end up with a completed motel. We could only lend $54,400, which
was the extent of the damage. We didn't want to put our $54,400 into
a half-completed motel. And while this case was handled in a routine
manner, it was unique in the sense that practically every other disaster
loan that we made in Ocean City was to a going business, whereas
this one has not opened. And that was the purpose of paragraph 11.
Mr. MCLENDON. Mr, Hoffmaster, referring to the memorandum in

your own handwriting which you read a moment ago, on Mr. Crop-
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per's letter of June 15, 1962, it states that the deposit slip for $100,000
dated May 29, 1962, the provisions of paragraph 11 of the authoriza-
tion "is deemed complied with." Did you pass on that?
Mr. HOFFMASTER. Yes, sir. That was my determination to make;

not Mr. Cropper's.
Mr. MCLENDON. Will you make it clear to the committee which

deposit slip you had in your possession to which this memorandum
refers?
Mr. HOFFMASTER. The one I have doesn't have an exhibit number

on it.
Mr. MCLENDON. Let's get the exhibit number so the record will be

clear.
Mr. Reporter—that is exhibit 19—A. Will you refer to this deposit

slip attached to the letter of May 4, 1962, signed by John E. Home,
Administrator, and tell the committee whether that is the deposit
slip that you considered as sufficient compliance with paragraph 11
of the requirements?
Mr. HOFFMASTER. I didn't understand the question.
Mr. MCLENDON. Look at this deposit slip, marked exhibit 19—A.
Mr. HOFFMASTER. 19—A—that is the deposit slip that I saw.
Mr. MCLENDON. All right. And that carries no indication that

that loan was restricted, does it?
Mr. HOFFMASTER. No, sir.
Mr. MCLENDON. Did you have any knowledge at the time you passed

on it that it was restricted?
Mr. HOFFMASTER. NO, sir.
Mr. MCLENDON. Were you under the impression from the face of

this document, and what you had previously been told by Mr. Tucker,
that this money was to be deposited and usable by 
Mr. HOFFMASTER. Counselor, I had not been told anything by Mr.

Tucker.
Mr. MCLENDON. Well, leaving out Mr. Tucker, did you consider

this deposit as proof that that amount of money was available?
Mr. HOFFMASTER. Yes, indeed, sir.
Mr. MCLENDON. Did you have any reason to believe it was not

available?
Mr. HOFFMASTER. No, sir.
Mr. MCLENDON. If you had known it was not available, and that

it had been restricted so it could not be used, would you have ap-
proved it?
Mr. HOFFMASTER. I would not have authorized disbursement; no,

sir.
Mr. MCLENDON. Mr. Hoffmaster, is there anything else you want

to say about this, so it will be clear to the committee?
Mr. HOFFMASTER. I have nothing else to say about the deposit re-

ceipt, unless there are some questions.
Mr. MCLENDON. All right.
The CHAIRMAN. Senator Cooper, did you have a question?
Senator COOPER. Yes.
Who evidenced to you, gave you any information about this deposit

slip for $100,000, in the American National Bank of Silver Spring?
Who told you about it first?

•
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•

Mr. HOFFMASTER. No one, Senator. I didn't talk to the bank at all.
The original deposit receipt was sent to me by Fee Counsel Cropper,
attached to his letter of June 15. I had no contact with the bank what-
soever. I accepted the deposit receipt at face value, for what it ap-
peared to be—a legitimate deposit receipt for a hundred thousand
dollars.
Senator COOPER. I noticed that condition 11, on page 2 of the bait

authorization, reads as follows:
Prior to any disbursement on account of the loan, regional director shall be In
receipt of evidence satisfactory to him that the borrowers have invested a total
of at least $160,000 in cash in the project in addition to the value of the land.

I think it has been determined that the borrowers had invested, in
addition to the value of the land, $60,000. How could it be interpreted
that a deposit slip of $100,000 represented an investment in the
Carousel?
Mr. HOFFMASTER. Well, Senator, as I said earlier—I believe you

were absent then—if this had been a corporation, there would have
been no problem. They could have put $100,400 into the Carousel
Corp., Carousel Corp. could have issued $100,000 worth of stock, and
this would have satisfied paragraph 11.
They could have lent the money to the corporation, the corporation

could have given a note back to Baker and the other stockholders, if
it had been a corporation. This, too, would have satisfied it—no prob-
lems.
But every time that you require an injection or an investment of

capital in a sole proprietorship, or in a partnership, as in this instance,
you have a problem.
Now, neither I nor anyone in my office prepared this authorization.

As it reads, I don't know how on earth it could have been implemented
other than by a deposit receipt. And, as I say, I accepted the deposit
receipt at face value. I wasn't dealing—they were reputable business
people. I had no reason to question it.
Senator COOPER. A deposit of $100,000 to be made one hour and

withdrawn the next hour?
Mr. HOFFMASTER. Senator, we had a built-in protection.
Senator COOPER. That is what I would like you to explain.
Mr. HOFFMASTER. We had a built-in protection absent paragraph 11.

If paragraph 11 had not been there, we would have gotten everything
we got anyway. The loan authorization required fee counsel—re-
quired the borrower to give us and fee counsel to get a mortgage—this
is paragraph 3 of the authorization—again, I do not know what the
exhibit number is. This is the loan authorization, dated May 4, 1962.
That is exhibit 18, paragraph 3 (a) . ( See p. 824.)
Mortgage of land, building, machinery, equipment, excluding automotive equip-

ment, fixtures, and furniture now owned and hereafter acquired by borrower
subject only to prior liens on lands and building held by Fraternity Federal Sav-
ings & Loan Association in the amount of $360,000, and on furniture and fixtures
held by American National Bank in the amount of $114,000.

Now, fee counsel was required to get us this mortgage, subject only—
this mortgage on land, buildings, furniture, and fixtures—subject only
to these two prior existing mortgages.
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In addition, in paragraph 9, at the bottom of the page, on both the
first and final disbursements:
Opinion of SBA counsel on SBA form 145, and in addition if the loan proceeds
are to be used for construction or repair of borrowers' property, opinion of SBA
counsel, form 144, on final disbursement only.

Now, we also got that.
Now, the effect of fee counsel's opinion, in effect, says no material

liens, no mechanics liens, no other prior mortgages, except those
referred to in paragraph 3(a). And, as a matter of fact, Senator, I
believe—I am not sure about this—I believe that on June 18, when I
accepted this deposit receipt, I think this motel was completed, or just
about completed.
As I said earlier, we were primarily concerned about getting the

motel completed. This was the reason, I think, for—while we didn't
put it in there—the reason for paragraph 11.
Senator COOPER. Was it the purpose of requirement 11 in Mr.

Home's letter, the loan authorization, that this $100,000 should be
invested in the Carousel property—that it should be put into the
Carousel property to increase its assets?
Mr. HOFFMASTER. Pardon me a second, Senator.
The purpoce let me go back to the financial specialist who prepared

the report. In talking to Mr. Tucker, Mr. Tucker made the gratui-
tous comment that the owners would inject additional cash in an
amount of at least a hundred thousand dollars upon completion, mak-
ing a total of $256,000.
Now, ordinarily we do not require injections on disaster loans. I

think this is rare that we do this. In my experience over 7 years we
have not done it more than half a dozen times. The only reason that
we did it here was to be sure that we ended up with a completed motel.
But had Mr. Tucker not volunteered this information, I don't think
that we—we would have been concerned about getting a completed
motel, but we would not have been concerned about injecting ad-
ditional capital, because in making disaster loans we are looking for
two things only—one, good character, and reasonable assurance of
ability to repay. Debt to net worth could be terrifically disproportion-
ate. We still would not decline a disaster loan as long as we felt
there was reasonable assurance of ability to repay.
Senator COOPER. Ordinarily, then, in making a disaster loan you

would not require any additional investment in the property.
Mr. HOFFMASTER. Not for the purpose of overcoming dispropor-

tionate debt to net worth.
Senator COOPER. Then your statement is that Mr. Tucker at some

point indicated to you, or to the Small Business Administration, that
they would make available an additional $100,000 of capital?
Mr. HOFFMASTER. Yes, sir—which would have given them a total

capital of $256,500. And, as a matter of fact, at the time of the sub-
ordination, that equity—well, as of December, the same year, I don't
have a statement here, but my recollection is that the equity of the
partners in the Carousel had increased to approximately $400,000.
Senator COOYM. At the time this deposit slip was presented to you,

was it represented to you—as an official of the Small Business Admin-
istration—that it was the additional $100,000 of capital that had been
promised or suggested by Mr. Tucker?
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Mr. HOFFMASTER. Yes, sir. In Fee Counsel Cropper's letter of June
15.
Senator COOPER. In fact, it was not—the $100,000—was not put into

the capital structure.
Mr. HOFFMASTER. Apparently this $100,000 was not. I might tell

the Senator—I didn't know until this morning. I had intimations of
what happened. But I did not know until this morning that this was
actually—this money had been borrowed on May 29 and paid back on
June 13, some 6 days before I did this.
Senator COOPER. Now, did the deposit slip which was submitted to

you indicate that it could not be drawn against?
Mr. HOFFMASTER. No. There is no indication at all.
Senator COOPER. Or that it would have to be repaid in 15 days?
Mr. HOFFMASTER. It says nothing, except American National Bank

of Silver Spring, Silver Spring, Md. It has got the bank stamp on it,
American National Bank, Teller, 29 May 1962. Some scribbled initial
from a teller or cashier. A hundred thousand dollars, Carousel Motel,
Ocean City, Md. "This is a receipt for your deposit." That is all it
says. I had no reason to look beyond this.

Senator COOPER. I understand that.
If the full facts had been made known to you, what would have

been your action?
Mr. HOFFMASTER. I would not have authorized disbursement. We

would have checked into it further to find out what it was all about.
Senator COOPER. In other words, you would not have approved the

loan?
Mr. HOFFMASTER. Senator, the loan was approved. What I meant

to say was I would not approve the disbursement.
Senator COOPER. That is all.
Senator Scam Let me ask virtually the same 'question, Mr. Hoff-

master. Would the Small Business Administration, acting through
your representation, have disbursed the $64,000, approximately, loan
if you had known that the $100,000 so-called investment was actually
a fiction?
Mr. HOFFMASTER. We would not have authorized disbursement.
Senator ScoTr. Now, the hundred thousand dollars deposit had been

withdrawn on the 13th of June, and, therefore, it was not in existence
on the 15th of June, when Mr. Cropper wrote his letter. Mr. Cropper
wrote his letter on the 15th of June. It would appear from this—of
course he had no knowledge of the withdrawal of the money. But
his letter approving the hundred thousand dollars deposit as a part of
the assets of the company was actually written 2 days after the hundred
thousand dollars ceased to be in the form of a loan or bank deposit.
Mr. HOFFMASTER. Well, this wasn't the only loan that Mr. Cropper

was handling. He had closed this particular loan on June 9.
Senator Scow. I am not blaming Mr. Cropper. I am just trying

to fix the date. And it is a fact that in your memo of June 18, 1962,
as you said a moment ago, the hundred thousand dollar bank deposit
was not in effect and had not been for 6 days is that right?
Mr. HOFFMASTER. That apparently is so.
Senator Scorr. So, now, when you took the bahk deposit slip,

already testified you knew nothing about the restriction on the dep
no withdrawal.

27-211--64 - pt. 9-------7
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Mr. HOFFMASTER. Not until this morning, Senator. I knew nothing
about any restriction until this morning.
Senator Scorr. As a matter of fact, at any time after you were

shown the deposit slip, that hundred thousand dollars might have been
withdrawn, and you could have been dealing with a ghost item all
along, could you not?
Mr. HOFFMASTER. This is true, sir.
Senator Scorr. And you approved the subordination of this loan 
Mr. HOFFMASTER. I didn't approve the subordination of the loan,

Senator. I recommended that our loan be subordinated to the refund-
ing mortgage.

Senator SCOTT. I am just trying to trace the chronology now. In
your organization Mr. Fox said the loan should not be subordinated.
Mr. HOFFMASTER. That is right.
Senator Scorr. And then Mr. Ingham agreed the loan should not

be subordinated. Then you overruled Mr. Fox and Mr. Ingham; is
that right?
Mr. HOFFMASTER. I didn't overrule them. I differed with them.

But we often differ, Senator.
Senator Scum'. As their superior, you made a different finding.
Mr. HOFFMASTER. Yes, sir.
Senator SCOTT. And you, in turn, were overruled by Mr. Holden,

who agreed with Mr. Fox and Mr. Ingham; is that right?
Mr. HOFFMASTER. That is true.
Senator Scow. And Mr. Moore agreed with Mr. Holden and Mr.

Fox and Mr. Ingham; is that right?
Mr. HOFFMASTER. That is true, sir.
Senator SCOTT. And then comes the last man on the list, Mr. Rhett,

and he then overrules Mr. Moore and in effect upholds your action
and subordinates the loan ; is that right?
Mr. HOFFMASTER. Yes. sir. I think it was right.
Senator Scorr. You still think it was right?
Mr. HOFFMASTER. Yes, sir.
Senator SCOTT. And would he have been right had he known of this

fraud perpetrated on the association?
Mr. HOFFMASTER. Senator, I don't know that it is fraud. This is

something someone else will have to decide.
Senator SCOTT. Would you still feel that he had been right and that

you had been right had you known that the $100,000 so-called invest-
ment was not an investment at all, but a restricted withdrawal which
could not be used as an asset of the applicant?
Mr. HOFFMASTER. Senator, I think that this provision, first of all,

was inserted here because of a gratuitous comment by Tucker. I think
that, absent paragraph 11, absent the deposit slip, we would have got-
ten everything that we have gotten as the loan was set up, as it was
closed.

After all, the partners were as interested in getting a completed
motel as we were. And, as I mentioned earlier, I am not sure, but I
think this motel was completed. And we had our mortgage subject
only to these prior mortgages at the time that I took this deposit slip.
As a matter of fact, Senator, I spent several hours analyzing this,

because I didn't—the loan docket file came to me maybe 2 or 3 weeks
before this. And we didn't look—we had during this period of time 55
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or 56 loans, over a 2- or 3-week period. And the only time that I or my
counsel looked at a file was when we had a problem.
And after reading the loan specialist's report, Mr. Cropper's letter,

going through the file, I concluded that this was perfunctory only. As
I say, if the motel wasn't complete at that time, it was practically
completed.

Senator SCOTT. Now, I will revert to the same question. Would
you have approved the loan had you known that the S100,000 
Mr. HOFFMASTER. Senator, I didn't have anything to do with ap-

proving this loan. You mean approve disbursement?
Senator Scow. Would you have recommended disbursement 
Mr. HOFFMASTER. No, sir.
Senator SCOTT. Had you known the hundred thousand dollars was

not actually an investment?
Mr. HOFFMASTER. Senator, I probably would not have.
Senator Scow. You probably would not have?
Mr. HOFFMASTER. It would have depended on the facts.
Senator Scow. I am telling you what the facts are; I am telling you

that the hundred thousand dollars was a restricted deposit, that it
was a fiction so far as the investment is concerned.
Mr. HOFFMASTER. I would not have authorized 
Senator Scum And in my judgment it was a fraud and intended to

be a fraud. I am asking you on the basis of the facts—you draw your
own judgment as to whether it was a fraud—but, acting for the tax-
payers of this country and the Small Business Administration, would
you have approved a loan knowing that one item which was a part
of the transaction representing a hundred thousand dollars was not
what it was pretended to be?
Mr. HOFFMASTER. No, I would not, Senator; absolutely not.
Senator Scow. This is what I am trying to get at.
Mr. HOFFMASTER. Absolutely not.
Senator Scow. I am trying to make it clear as a responsible em-

ployee of the SBA you would not have done anything as foolish as
that. Now, during all of this period, with various people recom-
mending the subordination of the loan, and the next crowd recom-
mending you don't do it, and the next crowd saying you do, and the
next crowd saying you don't, did anybody anywhere along the line
think to ask the bank whether the hundred thousand dollars was still
there?
Mr. HOFFMASTER. Senator, we didn't have to do this. The loan re-

port showed a net worth of $256,500, at the time the loan was ap-
proved. At the time the request for subordination was submitted to
me, the equity in the motel was $476,682, and we had a completed
motel. As to why—I would be happy to enlarge on why I recom-
mended the subordination.
One, we knew at the time, that is, SBA knew at the time the disaster

loan was approved, the application disclosed that future expansion
was contemplated, up to an additional hundred units, and a conven-
tion hall. Secondly, it was obvious to me that this motel, unless it
expanded, would not be able to keep going. Thirdly, I felt that with
the convention hall, the impending completion of the tunnel, bridge
tunnel across the capes, that there would be considerable traffic gen-
erated year round in this area on the Delmarva Peninsula.
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Our collateral position was enhanced. We ended up by subOrdinat-
ing our mortgage—or let me backtrack on that---the partners by
getting this refunding mortgage, and doing this additional conseruc-
tion. And they would not have been able to get this additional financ-
ing absent our subordination. We ended up with a motel costing
$3,325,000, which, as I said, with an equity of $476,000. So actually,
our position was much better after the subordination than it was be-
fore.

Senator Scow. The convention hall was built?
Mr. HOFFMASTER. I assume it has been built, Senator.
Senator Scow. While you say you were influenced by an equity of

$256,000---can you explain why there is no reference to any such equity
as bearing on the loan in the letter from Mr. Cropper to the SBA?
Mr. HOFFMASTER. I don't understand that question.
Senator Scow. Well, Mr. Cropper passes on what he believes to be

what you want to know—namely, is there compliance with para-
graph 11?
Mr. HOFFMASTER. Oh, no that was my decision to make, Senator.

That was not Mr. Cropper's. It was—that, I think, is the only thing
that he was required to come back to us on.
Senator Scow. Mr. Cropper confines himself to talking about the

$60,000 already there, and the hundred thousand dollars so-called
deposit. He never discusses, as bearing on the loan in any way, what
you have said about the $256,000 equity anywhere in his letter. Why
is that?
Mr. HOFFMASTER. Senator, we are talking about two different times.

I am talking—I was explaining why I recommended the subordina-
tion, which was almost a year later—March of 1963.
Senator Scow. Well 
Mr. HOFFMASTER. As far as paragraph 11 is concerned, Mr. Crop-

per—this reads, "Prior to any disbursement on account of the loan,
regional director." In this instance you read,. "Branch manager,"
my title—"shall be in receipt of evidence satisfactory to him." And
usually it goes on to say—unfortunately, it didn't here—"in his sole
discretion.
Senator Scorr. You see, Mr. Hoffmaster, the reason we are talking

about two different things is that a moment ago you started talking
about two different things. I asked you what affected your judgment
with regard to the $100,000 deposit, and you injected something that
happened a year later, and said that you were influenced by the $256,000
equity. Now, that $256,000 equity was then not a factor which in-
fluenced you at the time of the letter from Mr. Cropper in June of
1962, was it? It has got to be either one way or the other.
Mr. HOFFMASTER. I don't understand it, Senator. I don't under-

stand the question.
Senator Scorr. You don't. Well, were you influenced at the time

the letter came from Mr. Cropper regarding paragraph 11, his asser-
tion that he believed it had been complied with—did you regard that
as the reason for your action at that time, based on Mr. Cropper's
recommendation, or were you acting on something other than Mr.
Cropper's letter, something other than paragraph 11, something other
than the $160,000? If so, will you tell us what you wqre acting on?
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Mr. HOFFMASTER. Everything that was in the file. Frankly, I did
not understand the second paragraph, Senator, of Mr. Cropper's letter.
I did not understand it. I hadn't looked at the file, wasn't familiar
with the file. But after examination of the file, I agreed with Cropper,
that all we needed to have was evidence of an additional $100,000.
Now, this he tendered me in the form of a deposit slip.
I think prior to June 9, prior to closing, we must have discussed this

on the phone. He must have said, "What do you want?" And I
probably said, "What can you give us?" And he probably said, "The
deposit slip." And I am sure we kicked it around. What else could
we get? Frankly, I didn't know then; I don't know now. Other
than a deposit slip.

Senator Scow. Well, now 
Mr. HOFFMASTER. We have taken them on other cases.
Senator Scorr. Mr. Tucker seems—or Mr. Baker, or both—seems

to have gone to a great deal of trouble to get the bank to put a hundred
thousand dollars in their names for 15 days only. And yet you seem
to be under the impression that this was all volunteered by Mr. Tucker,
that he made all this trouble for himSelf, that nobody asked him.
Then, having set up a situation which could cause him a lot of incon-
venience and a certain amount of payments called interest, that all
this is because he volunteered it—and he didn't really have to do it at
all. But he went ahead and did it. Is that what you mean, sir?
Mr. HOFFMASTER. No, sir.
Senator Scorr. That is what you said at one point. You said

Tucker volunteered it "and I didn't regard it as important."
Mr. HOFFMASTER. Senator, what I said was that Tucker—ordinarily

we do not require equity injections on disaster loans. The loan report
shows that Tucker made the gratuitous comment, "We intend to inject
at least another hundred thousand dollars into the business." Conse-
quently, this was made paragraph 11 of the authorization. And I say
that even had it not been in the authorization, we would have gotten
everything that we got with it in there, and wouldn't have had all this
trouble about a deposit receipt.
Senator Scow. But if you had—since it was in the author-

ization 
Mr. HOFFMASTER. Then I had to see that the authorization was com-

plied with.
Senator Scorr. Yes. And had you known that this was a fiction

and not a fact, as to the hundred thousand dollars being called an in-
vestment, would that have affected your subsequent recommendation?
(At this point, Senator Pell entered the bearing room.)
Mr. HOFFMASTER. Senator, if I bad even suspected it was a fiction,

I would not have authorized disbursement.
Senator SCOTT. Well, that is what I am getting at. Mr. Hoffmaster,

somewhere along the line you said you had accepted deposit slips in
other cases. Is that right?
Mr. HOFFMASTER. I think I only have in one case in my office. But

it has been done in SBA throughout the country.
Senator SCOTT. So the easy way to defraud SBA is to get a deposit

slip, withdraw the money the next day, and nobody at SBA is going
to check to see if you pulled out what you put in for the purpose of
cheating the Government.; is that right? Is that the way you operate?
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Mr. HOFFMASTER. Senator, we assume that most people 
SenatorScow. No wonder so much of this money is going for motels

and nightclubs and the rest of it, where it could go to actually fight
the war on poverty, if that is the way you are operating.
Mr. HOFFMASTER. This is a disaster loan. We make them to any

kind of business.
Senator Scow. It is a fact that nobody checked to see whether the

money was there. As far as you know, nobody checked on these other
instances to see if the money was there.
Mr. HOFFMASTER. Senator, I am not making alibis or excuses. This

paragraph 11, if it had been prepared a little differently, it would have
been very easy to control. Frankly, it would have been much better,
easy to implement, easy to supervise, if it had been geared to prior to
any disbursement for us to be in receipt of evidence satisfactory that
a hundred thousand dollars had been injected into the business, and
had been paid toward cost of construction. This is the way I would
do it today, this is the way I have always done it. I did not prepare
this authorization.
Senator SCOTT. Let me conclude with this question:
If you had a loan now, from now on, disaster loan or any other

kind of loan in the SBA, and somebody walked in and said, "Here is a
deposit slip to show my investment" 
Mr. HOFFMASTER. Oh, no, Senator I am not taking any more de-

posit slips. I am going to find some method other than deposit slips.
Senator Scow. And if there were a deposit slip that somebody else

had taken, would you accept the deposit slip on its face, or would you
check to see if the money was still hanging around?
Mr. HOFFMASTER. Senator, as I said, I don't know what I am going 

to devise to satisfy us as to injection of equity into sole proprietor-
ships and partnerships. But I am going to find something. And it
is not going to be a deposit slip.

Senator Scow. That is what I hoped you would say.
That is all I have.
The CHAIRMAN. Senator Cooper, do you have any questions?
Senator COOPER. No I think not.
The CHAIRMAN. Are you through, Senator Scott?
Senator Scow. Yes, sir.
Mr. MCLENDON. Mr. Hoffmaster, did you at any time during these

transactions have a personal acquaintance with Robert G. Baker?
Mr. HOFFMASTER. I met Mr. Baker for the first and only time in

Mr. Rogers' office at Fraternity Federal on March 15, 1963, the day
that we tied up this subordination agreement.
Mr. MCLENDON. Did you know Tucker?
Mr. HOFFMASTER. I had met Tucker a couple of times—subsequent—

I think I saw him a couple of times this summer, and once last summer.
Mr. McLENDoisr. Did you ever have any conversation with either

one of them with respect to the deposit of a hundred thousand dollars
in the account of Carousel, or with respect to the subordination of the
Small Business Administration loan?
Mr. HOFFMASTER. I had no conversation with either one of them

whatsoever with respect to the deposit receipt or the circumstances
surrounding it. As a matter of fact, I had never met either one of



FINANCIAL INTERESTS OF SENATE OFFICERS OR EMPLOYEES 855

them—I might have talked to Tucker on the phone when this disaster
occurred—I am not sure. But I had virtually no contact at all with
either one of them until after this loan was closed, the latter part of
the summer—I dropped in there with some friends, we had a drink or
so, and I think I met Tucker at that time. Baker I did not meet. until
the time of the subordination—probably a day or so before the subor-
dination was implemented, I probably had a telephone conversation
either with Baker or Tucker with respect to getting some additional
information. But that was the limit of it.
Mr. MCLENDON. Mrs. Novak has testified that she called someone

at the Small Business Administration office with respect to this dis-
aster loan. Do you have any knowledge of that?
Mr. HOFFMASTER. I have no knowledge of it. My office?
Mr. MCLENDON. I didn't say your office. Someone in the Adminis-

tration. I don't recall right now that she identified the person. Do
you have any knowledge of her calling?
Mr. HOFFMASTER. No personal knowledge.
Mr. MCLENDON. That is all.
The CHAIRMAN. Any other questions?
Mr. MCLENDON. That is all.
Mr. HOFFMASTER. Thank you.
Mr. MCLENDON. Mr. Rhett ?
The CHAIRMAN. Do you solemnly swear that the testimony you are

about to give before this committee in the matter now under investiga-
tion will be the truth, the whole truth, and nothing but the truth, so
help you God?
Mr. RHETT. I do.
Mr. MCLENDON. Will you state your full name and your residence

address?

TESTIMONY OF ROBERT GOODWIN RHETT; ACCOMPANIED BY
ARTHUR N. BLACKLOW, ASSISTANT GENERAL COUNSEL, SMALL
BUSINESS ADMINISTRATION

Mr. RHErr. Robert Goodwin Rhett, 2205 California Street NW.
Mr. MCLENDON. In 1962 and 1963 what position, if any, did you

hold with the Small Business Administration?
Mr. RmErr. I held the same as I have now. I am Chief of the Loan

Servicing Division.
Mr. MCLENDON. And what duties do you perform in that position?
Mr. Ruwrr. I have delegated authority to pass on practically all the

servicing problems of cases that have come into Washington for
action.
Mr. MCLENDON. Does that includes the approval of the loan re-

quests?
Mr. RnErr. No, sir nothing to do with loans. Only servicing.

Nothing to do with making of the loan. Only the servicing.
Mr. MCLENDON. Only servicing the loans?
Mr. RHETT. Yes, sir.
Mr. MCLENDON. What did you have to do with the application of

the Carousel owners for this disaster loan?
Mr. RHETT. Nothing whatsoever.
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Mr. MCLENDON. Did you have any knowledge of it?
Mr. RHETT. I had knowledge of it when this matter came in in

connection with the subordination, of course.
Mr. MCLENDON. Will you tell the committee what you did in that

connection?
Mr. RHETT. Well, on March 1, 1963, this report came in from—

through our Baltimore branch, to the Richmond office, and then into
my office—concerning borrowers' request that we subordinate to an
increased first loan, first mortgage loan, of $746,000, by a building and
loan association.
Mr. MCLENDON. Was it represented to you that the bank would

make the loan for $746,000, on condition that your loan, the SBA loan,
was subordinated?
Mr. RHErr. They could not make it without that, because we would

be ahead of them with our lien.
Mr. MCLENDON. All right. Go ahead.
Mr. RHErr. So this came into my office for action. There was a

split recommendation, as there often are in these cases, as well as in
making loans.
Mr. MCLENDON. Will you describe that a little more? What do you

mean?
Mr. RHETT. Well, I mean even in the making of a loan, as well as

in the servicing, it is required that various people along the line make
recommendations.
In this particular case, there were two men in the Baltimore branch;

one of them was a servicing specialist, and the Chief of the Financial
Assistance Division there—they recommended decline. Mr. HotTmas-
ter, the branch manager, recommended approval. In Richmond, the
Chief of the Financial Assistance Division recommended decline, as
well as did the Regional Director. It came in to me, and I had author-
ity to go either way. I 'thought the subordination was justified, and'
I approved it.
Mr. MCLENDON. And your approval was the final approval?
Mr. RHErr. Yes, sir. I had the delegated authority necessary to

take the action.
Mr. McLENDoN, Would you mind telling the committee why you

approved it?
Mr. RHETT. Because I thought, gentlemen, that the collateral was

sufficient, and I thought there was a reasonable assurance of repay-
ment.'
Mr. McLENDoN. Were you influenced in any way by acquaintance

with Robert G. Baker?
Mr. RHETT. No, sir; I was not. I met Mr. Baker when he was with

Senator Maybank. I have not seen or talked to him since Senator
Maybank died in 1954.
Mr. MCLENDON. Were you influenced in any respect by your ac-

quaintance with Ernest Tucker?
Mr. RHETT. I did not know Mr. Tucker.
Mr. MCLENDON. Or the Novaks ?
A Fr. RHETT. I did not know the Novaks.
Mr. MCLENDON. You tell the committee, then, that: this was your

best judgment—the action you took was your best judgment?
Mr. RHETT. Yes, sir; I do.
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Mr. MCLENDON. All right, sir. That is all.
Senator Scow. Mr. Rhett, if you had known that the hundred

thousand dollars investment had been a part of the condition for—a,
part—if you had known that the hundred thousand dollars invest-
ment had been a part of the requirement for the making of the loan,
and if you had then discovered that the hundred thousand dollars was
not actually a part of the capital of the applicant, but was in the form
of a device used, would you have recommended subordination of the
loan, knowing that additional circumstance?
Mr. RHETI'. Well, Senator, let me put it this way. If I had known.

there 'was any fraud connected with either the loan or the subordi-
nation, I would not have approved it.
Senator Scow. That is all I have.
Mr. MCLENDON. Off the record.
(Discussion off the record.)

• Senator Som. I would like to know generally whether any new
regulations have been put in having to do with deposit slips and find-
ing out whether the money is there or not when somebody tells you
the money is there.
Mr. Suss. My name is Fred Suss.
Mr. MCLENDON. Your position, please?
Mr. Suss. I am the General Counsel of the Small Business Admin-

istration. Senator, the first information we had of this deposit slip
and the circumstances surrounding it was this morning, in testimony
presented to this committee. We certainly intend to discuss this
matter with the Department of Justice and to get their advice.
Senator Scow. I would suggest that if other loans have been made

on the basis of deposit slips, those loans be reexamined, and in so
doing I am giving fair warning to anybody who has gotten an SBA
loan on a deposit slip that he better hurry up in the next 2 or 3 days
and get the money back in the bank.
Mr. Suss. We appreciate your suggestion, Senator.
Senator Scow. That is all I have.
The CHAIRMAN. Thank you, sir.
The committee will recess until 2 o'clock.

• (Whereupon, at 12:30 p.m., the committee recessed, to reconvene
at 2 p.m. the same day.)

AFTERNOON SESSION

(Present: Senators Jordan, Cannon, and Pell.)
The CHAIRMAN. The committee will come to order. A quorum is

present. Counsel will call the next witness.
Mr. MCLENDON. Mr. Etzler.
The CHAIRMAN. Mr. Etzler, will you remain standing and put your

left hand on the Bible and raise your right hand, please, sir?
Do you solemnly swear that the evidence you are about to give

before this committee in the matter under investigation is the truth,
the whole truth, and nothing but the truth, so help you God?
Mr. ETZLER. I do.
The CHAIRMAN. Have a.seat2 sir.
Mr. MCLENDON. Will you give your name and address, please?.
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TESTIMONY OF DORSEY HALL ETZLER

Mr. ETZLER. Dorsey Hall Etzler, 5808 Edmundson Avenue, Balti-
more, Md.
Mr. MCLENDON. What position, if any, do you hold with the Frater-

nity Federal Savings & Loan Association of Baltimore?
Mr. ETZLER. Vice president.
Mr. MCLENDON. How long have you been vice president?
Mr. ETZLER. Approximately 4 years; about 4 years now, sir.
Mr. MCLENDON. Were you in the hearing room this morning to

hear Mr. Drennan testify about the various loans?
Mr. ETZLER. Yes.
Mr. MCLENDON. That were handled by your bank for Baker and

others in connection with the Carousel property?
Mr. ETZLER. Yes sir.
Mr. MCLENDON. Mr. Etzler, were all those loans handled in the nor-

mal way by your bank?
Mr. ETZLER. Yes sir; they were.
Mr. MCLENDON. 

Yes,
there anything abnormal about any of them?

Mr. ETZLER. No, sir.
Mr. MCLENDON. Did you obtain in connection with most of them

or all of them financial statements from Baker?
Mr. ETZLER. On the first and the last one we have financial state-

ments; yes, sir.
Mr. MCLENDON. In the letter addressed to Robert J. Stoddard,

president of your bank, dated June 19, 1961, signed by Robert C.
Baker; do you have a copy of that before you?
Mr. ETZLER. Yes; I have.
Mr. MCLENDON. On the second page this language occurs:
"I"—meaning Baker—

advised Bill Rogers, Jr.
' 

this morning that you can have the grand opening of
your branch at 9 a.m. on August 1.

First tell us who is Bill Rogers, Jr.
Mr. ETZLER. He is one of the attorneys for the association.
Mr. MCLENDON. And what is the branch referred to?
Mr. ETZLER. The branch referred to here would be the branch of

Fraternity Federal in the Normandy Shopping Center in Howard
County, Md.
Mr. MCLENDON. When was that branch established?
Mr. ETZLER. The approval was—I am not sure of the date, but I

think it was in June—June 8, I think—we had received the approval
from the Federal Home Loan Bank Board.
Mr. MCLENDON. Why would Mr. Baker be advising your president

that the branch could open on that particular day?
Mr. ETZLER. That I do not know, sir.
Mr. MCLENDON. You can offer no explanation for it?
Mr. ETZLER. No;  I cannot, with the exception of the fact that we re-

ceived notification from the Federal Home Loan Bank or the Federal
Home Loan Bank Board, one of the two, of our official opening dates.
Approximately a week after that, or 2 weeks, we received a telegram
which bore a different date. Now, whether the meeting right prior to
this letter—there was a meeting in the attorney's office between Mr.
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Baker, Mr. Stoddard, president of the association, and our attorney in
reference to the mortgage on a motel in Ocean City—whether or not it
came up, the conflict of dates came up at that meeting, I do not know.
Mr. MCLENDON. Will you state again who attended that meeting,

sir.
Mr. ETZLER. Mr. Stoddard, president of the Fraternity.
Mr. MCLENDON. President of the bank?
Mr. ETZLER. Mr. Baker, to the best of my knowledge, and Mr.

Rogers Jr.
Mr. MCLENDON. Mr. Rogers, Jr., is here?
Mr. ETZLER. Yes; he is.
Mr. MCLENDON. The committee has some evidence, Mr. Etzler, to

the effect that Baker said on one or more occasions that your bank
was under obligation to him, and that he would have no difficulty in
getting a loan from you because of that, and that the obligation grew
out of some favors that he had done the bank. Now, I am not quoting
literally. I am summarizing, in effect, testimony. My question is:
Do you have any information that you can give the committee about
any such statement as that?
Mr. ETZLER. No; I have no knowledge of that, sir.
Mr. MCLENDON. You have no knowledge of it?
Mr. ETZLER. None whatsoever.
Mr. MCLENDON. Do you have any information at all that Mr. Baker

had anything to do with your application for the establishment of a
branch bank in Ellicott City, Md. ?
Mr. ETZLER. No, sir; I have not.
Mr. MCLENDON. Do you have any knowledge that anyone was

asked by your bank to render any assistance in that way?
Mr. ETZLER. No, sir.
Mr. MCLENDON. That is all I want to ask this witness, Mr. Chair-

man.
The CHAIRMAN. Senator Cannon, do you have any questions to ask

this witness?
Senator CANNON. NO.
The CHAIRMAN. Senator Pell?
Senator PELL. No.
The CHAIRMAN. Thank you very much, sir.
Mr. MCLENDON. Mr. Rogers?
The CHAIRMAN. Mr. Rogers, will you raise your right hand, please,

sir?
Do you solemnly swear that the evidence you are about to give

before this committee in the matter now under investigation is the
truth, the whole truth, and nothing but the truth, so help you God?
Mr. ROGERS. I do, sir.
Mr. MCLENDON. Will you state your full name and your residence

address?
TESTIMONY OF WILLIAM C. ROGERS, JR.

Mr. ROGERS. Yes sir. William C. Rogers, Jr. My residence is
5403 St. Albans Road, Baltimore.
Mr. MCLENDON. Mr. Rogers, are you attorney for the Fraternity

Federal Savings & Loan Association in Baltimore?
Mr. ROGERS. I am cocounsel for them; yes, sir.
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Mr. MCLENDON. How long have you occupied that position?
Mr. ROGERS. Senator, I think about 6 years.
Mr. MCLENDON. About 6 years?
Mr. ROGERS. This is a guess. It is about 6 years.
Mr. MCLENDON. All right. That is sufficient.
I call your attention, Mr. Rogers, to a statement appearing in the

letter of Robert C. Baker addressed to Mr. Stoddard,the president
of your bank, dated June 19, 1961, which is an exhibit before the
committee.
Mr. ROGERS. Yes sir.
Mr. McLENDoN. You probably heard me read it. Tread it again 
Mr. ROGERS. I have a copy in front of me.
Mr. MCLENDON. You do have?
Mr. ROGERS. Yes, sir.
Mr. MCLENDON. I ask you what comment do you have to make about

the 'paragraph which I read a moment ago to Mr. Etzler ?
Mr. ROGERS. The only comment that I can make, Senator 
Mr. MCLENDON. I am not a Senator.
Mr. ROGERS. I am sorry, Mr. McLendon.
Mr. MCLENDON. That is all right.
Mr. ROGERS. The only comment that I can make sir, is that first

I have no direct memory of any question having been asked Baker
about the opening. I have a very distinct memory of the confusion,
relative to the effective date of our opening, or authorized date I think
would be the right word. As Mr. Etzler testified, we received one
notice stating that we could open on x date, and within a matter of
days, I believe it was, we received another official notice, but it used
a diferent date. Now, the only thing I can do is presume, sir, that
this came up in the normal course of conversation. I remember the
meeting that is mentioned here. I remember it very well.
Mr. McLExporr. Where did that meeting occur?
Mr. ROGERS. That meeting took place in my office, sir.
Mr. MCLENDON. And who was present?
Mr. ROGERS. To the best of my memory, it was Mr. Stoddard, to

whom this letter is addressed, Mr. Baker, and myself, sir.
Mr. MoLiminorr. And what was the purpose of the meeting?
Mr. ROGERS. The purpose of the meeting—Mr. Baker was gathering

together the multitude of papers that we need for a construction mort-
gage of this nature and he asked if he could come over to Baltimore
and go over these items with us, and that is exactly the purpose of the
meeting. And it was held in my office rather than in the association
at Mr. Baker's request. He said he knew downtown Baltimore but
he wasn't at all sure that he would know how to find the association.
Mr. MCLENDON. This occurred near the date that the branch was

opened, did it not? This meeting that you refer to.
Mr. ROGERS. The approval of the branch, sir, was dated June 1.

The branch actually opened somewhere around September 4 or 5
whatever date the shopping center was fully completed is when we
actually opened.
Mr. MCLENDON. This letter, the statement in Mr. Baker's letter says

that you can have the grand opening at 9 a.m., on August 1.
Mr. ROGERS. Your approval, sir, would say—I don't know the exact

language, but in effect it, says that by Resolution No. so-and-so your
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petition for a branch has been approved and you have authority to
open on x date and you must be open before y date and I think there
is a 6-month period between the date you may open and the date you
must open.
Mr. MCLENDON. Is it possible, Mr. Rogers, that you gentlemen asked

Mr. Baker to ascertain what date you could open a branch?
Mr. ROGERS. Mr. McLendon, the only thing I can do is surmise be-

cause I know that there was a lot of talk about a million and one
things, and this is purely a guess on my part, but the only logical ex-
planation is that this came up in conversation, and he probably said,
or somebody may have said, 'Can't we find out?" And all this was,
as I can see it was, a telephone call to find out what is the official date.
Mr. MCLENDON. What did Mr. Baker have to do, if anything, with

securing permission for you to open the branch?
Mr. ROGERS. Sir, if he had anything to do with it, I know nothing

about it. He never said anything to me that he had anything to do
with it, and to the best of my knowledge nobody ever said anything
to him about helping. It was practically a fait accoanpli before he
even became involved.
Mr. MCLENDON. Were you the attorney for the bank in that matter?
Mr. ROGERS. Yes, sir; I was.
Mr. MCLENDON. And did you attend all the details of the applica-

tion?
Mr. ROGERS. I oversaw the gathering of the material, and I know

I had a hand in presenting it, or putting it into its final form, and
then I represented the association at the hearing; yes, sir.
Mr. MCLENDON. You say that as far as you know Mr. Baker had

nothing to do with the application for this branch?
Mr. RoGERs. That is correct, sir. He couldn't have, because this

thing was just about finished before he even made contact with us
about the application.
Mr. MCLENDON. Is there any other matter connected with your

bank in which Mr. Baker had rendered services?
Mr. ROGERS. Mr. Baker has never rendered any services that I am

aware of. I have asked him on one occasion or two occasions whether
or not—well, for example, I asked him whether or not there were any 

iapplications pending n Bel Air, Harford County, Md., and that is
information that is public information if you know who to ask. Now,
if that is service, yes; but other than that, I know of nothing.
Mr. MCLENDON. So any statement that he may have made to the

effect that he had done favors to this bank and the bank was under
obligation to him to loan him money, you would say there would be
no basis for that sort of statement?
Mr. ROGERS. Sir, I was told, and I think that it was in the paper,

because I know several friends of mine told me that they had seen
the statement made by one of your prior witnesses, I think the only
concrete factual answer to that is that if he did any favors, it certainly
was not recompensed because he paid the legal limit interest and he
paid every other charge that is customary for this type of loan, sir.
Mr. MCLENDON. Were any favors given him with respect to the

amount of the loan?
Mr. ROGERS. No, sir; not to my knowledge, and I think that it is

very clear that they weren't.
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Mr. MCLENDON. You would say that it was a , perfectly normal
loan and handled in the usual normal manner ?
Mr. ROGERS. To me, it seems to be a very normal loan.
Mr. MCLENDON. I believe Mr. Stoddard is not here today, the pres-

ident of the bank.
Mr. ROGERS. No, sir; he is not.
Mr. MCLENDON. All right, sir. Now, Mr. Rogers, did you have any

conversation with Mr. Baker at any time about the business connec-
tions in Puerto Rico?
Mr. ROGERS. Yes, sir.
(At this point, Senator Scott entered the hearing room.)
Mr. MCLENDON. Would you tell the committee about that?
Mr. ROGERS. Yes, sir. Mr. McLendon, I don't know, I don't re-

member the date of any first conversation, but I know that during
the course of conversation, Baker mentioned that he had business
interests, or some interests in Puerto Rico, and I can remember him
asking whether Security Title, with whom I am affiliated, was qual-
ified to do business there, and I think the first time that question
came up, I can remember I talked with Baker, Warren Neil, and a,
Rinaldo Pondiago Diaz and I asked a considerable number of ques-
tions about property transfer and the basic requisites for qualification,
and nothing at all came of that.
Then I would guess it was around August of this year in a con-

versation with Baker it came out, we got to talking about reels and
whatnot, and he mentioned Puerto Rico and other places, and I
asked him at that time whether there was any possibility of going
into Puerto Rico, or whether there was any interest, and he told me
at that time that he would see if Warren Neil or anyone else down
there was still interested. The result of that was that I received a
telephone call from Baker telling me that Mr. Neil was interested
in discussing a title insurance agency, and I wept down there, I think,
September 10 of this year, sir.
Mr. MCLENDON. Who is Mr. Neil?
Mr. ROGERS. Mr. Neil is a builder, a real estate developer in San

Juan.
Mr. MCLENDON. Did Mr. Baker notify him that you were going

and make an engagement for you to see him?
Mr. ROGERS. Yes, sir; he did.
Mr. MCLENDON. And what was your purpose in going to Puerto

Rico to see Mr. Neil?
Mr. ROGERS. My purpose was to discuss with Mr. Neil whether or

not there was any interest in developing a title insurance agency,
and, secondarily, but of equal importance, whether there would be
any interest on our part in going down there.
Mr. MCLENDON. Did you ascertain whether there was any busi-

ness or social connection between Baker and Neil?
Mr. ROGERS. Mr. McLendon, I don't know whether there is or there

isn't. I know there is a friendship there. There may be. I know
that Mr. Baker said that he had interests in Puerto Rico, but what
they are I don't know.
Mr. MCLENDON. Did he describe any other interests that he may

have in Puerto Rico except his interest with this business which
Mr. Neil was conducting, or maybe that is an unfair question? Let
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me ask it differently: Did he say that he knew any other business
people in Puerto Rico other than Mr. Neil?
Mr. ROGERS. If he did, sir, I have no memory of it. I don't

recall him ever talking about anything other than that.
Mr. MCLENDON. You have no recollection of his identifying him-

self with any other business activities in Puerto Rico?
Mr. ROGERS. No, sir.
Mr. MCLENDON. Now, you say you did go down there and see Mr.

Neil?
MT. ROGERS. Yes,sir.
Mr. MCLENDON. And nothing came of it?
Mr. ROGERS. Well, it is still in a state of discussion. This is not

something that is done overnight.
Mr. MCLENDON. All right.
That is all.
The CHAIRMAN. YOU may be excused.
Senator SCOTT. May I ask a question?
The CHAIRMAN. Excuse me.
Senator SCOTT. Did Mr. Baker ever discuss with you any pro-

posal to keep District savings and loan companies from going into
Maryland? Did you ever have a conversation of that kind?
Mr. ROGERS. Did I ever have a conversation of that type?
Senator SCOTT. Yes; either you or Baker at any time?
Mr. ROGERS. Not—I don't ever remember talking to Baker about

that. What I think you are referring to, Senator, was a bill that
was passed in Maryland 10 or 12 years ago when, I believe, there was
a law passed in Virginia which prohibited the Maryland savings
and loans from branching into Virginia, and my memory—Senator,
that must be more than 10 or 12 years ago. It must be at least 15
years ago. I can remember that Maryland passed a comparable
law.

Senator SCOTT. Where do you send your bills for loans made to
Serv-U ?
Mr. ROGERS. This is hearsay. You are talking now about bills

for interest?
Senator SCOTT. Bills for interest.
Mr. ROGERS. Yes. This is hearsay, Senator, but I believe they are

sent to Mr. Ernest Tucker. They were sent to Ernest Tucker, and.
I can remember—I think it was during a discussion with Mr. Dren-
nan that I heard for the first time that they are now being sent to
California.
Senator SCOTT. The California office of Serv-U ?
Mr. ROGERS. Yes, sir.
Senator SCOTT. The people who borrow from the lending insti-

tutions with which you are associated; are they ever required to buy
title insurance from the Security Title Co., or is that left up to
them?
Mr. ROGERS. They are required, so far as the mortgage is con-

cerned, to have title insurance; yes, sir. So far as the owner is con-
cerned, no. That is a voluntary thing. We couldn't control that
or even suggest to them that they should have it.
Senator SCOTT. The purchase of the title insurance can be made

from any title company?
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Mr. ROGERS. No, sir. All of these things are local. In our Metro-
politan Baltimore area the only ones who handle settlements for
the savings and loans are the attorneys for the savings and loans.
The association has for years now required title insurance, and since
we are connected with Security Title, we use Security Title. When I
say "we" I am referring to our law office.
Senator Scorr. Was any commission paid to any person for place-

ment of loans for the Carousel Co.?
Mr. ROGERS. Commission for the Carousel Co.?
Senator Scorrr. Commissions for securing the business of the Car-

ousel Co., in connection with the making of loans?
Mr. ROGERS. No, sir. That would appear right on the settlement

sheet. The only commissions that we ever pay would be on direct
business that a realtor or a lawyer sent in.
Senator SCOW. That is all I have.
The CHAIRMAN. I would like to make an announcement at this

time, that the Premier and head of the Government of Tonga is in
our audience. Would you introduce your guests back there, Senator
Pell? We are, of course, delighted to have him visit the United
States, and this hearing.
Senator PELL. I join with the chairman in expressing gratitude

that the Chief of Government of Tonga is here at this hearing. I
hope that it will help keep the hearing on the elevated plane we all
trust it follows. [Applause.]
The CHAIRMAN. The committee will come back to order, please.
Mr. MCLENDON. Mr. Richard C. Darling, come around.
Is Mr. Darling in the room?
Mr. YINGLING. Yes, sir.
Mr. MCLENDON. These two witnesses were not here this morning,

Mr. Chairman, when you read the statement.
The CHAIRMAN. You may be seated, until I read this copy here as

to the purpose of this hearing, which is necessary to make this legal.
A quorum being present, the committee will please come to order.
This committee is acting by direction and under the authority of

Senate Resolution 212 agreed to October 10, 1963, and Senate Resolu-
tion 221, agreed to on November 1, 1963. Senate Resolution 212 au-
thorizes and directs the Senate Committee on Rules and Administra-
tion to make a study and investigation with respect to any financial
or business interests or activities of any officer or employee or former
officer or employee of the Senate for the purpose of ascertaining, one,
whether any such interests or activities have involved conflicts of
interest or other improprieties, and, two whether additional laws,
rules or regulations are necessary or desirable for the purpose of pro-
hibiting or restricting any such activities.
Witnesses have been interviewed by the staff and heard both in

executive and in public sessions. Considerable evidence has been ob-
tained and testimony received to date. Witnesses who have appeared
previously or who will be called in the future possess information
which the committee believes is material and pertinent to the pro-
visions of the resolutions of direction and authorization which will
be of aid to the committee in fulfilling its legislative purpose.
The Chair advises each witness that he is entitled undet the rules

of procedure of this committee to obtain and be accompanied by coun-
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sel. The counsel may advise the witness of his legal rights during
the course of his testimony.
Should the witness not fully understand any question, the witness

may ask for clarification. Counsel, however, shall not coach the wit-
ness or answer for the witness.
The committee will now follow and hear this testimony of Mr.

Dick Darling.
Mr. Darling, will you rise, and put your hand on the Bible?
Will you raise your hand?
Do you solemnly swear that the evidence you are about to give before

this committee in the matter now under investigation is the truth, the
• whole truth, and nothing but the truth, so help you God?

Mr. DARLING. I do.
Mr. MCLENDON. Will you state your full name and residence ad-

dress, please?

TESTIMONY OF RICHARD C. DARLING

Mr. DARLING. Richard C. Darling, 6302 85th Place, Hyattsville,
Md.
Mr. MCLENDON. That is in the District?
Mr. DARLING. No it is in Maryland.
Mr. MCLENDON. Where are you now employed?
Mr. DARLING. In the office of the secretary for the majority. I am

assigned to the Senate Democratic cloakroom.
Mr. MCLENDON. Cloakroom?
Mr. DARLING. Yes, sir.
Mr. MCLENDON. How long have you been employed in that office?
Mr. DARLING. I have been employed by the Senate for 18 years.
Mr. MCLENDON. And what different positions have you held?
Mr. DARLING. As a page boy, and in the cloakroom.
Mr. MCLENDON. What position did you occupy in October 1961?
Mr. DARLING. I was assigned to the Democratic cloakroom, my

present position.
Mr. MCLENDON. The same position you hold now?
Mr. DARLING. Yes sir.
Mr. MCLENDON. Was Mr. Baker at that time secretary to the

majority?
Mr. DARLING. Yes sir.
Mr. MCLENDON. Did you have a conversation with him in October

1961 concerning the purchase of some MGIC stock?
Mr. DARLING. Yes sir.
Mr. MCLENDON. Will you tell the committee in your own way just

exactly what occurred?
Mr. DARLING. Well, in October 1961 Mr. Baker asked me if I would

purchase some stock for him, and I agreed to do so.
Mr. MCLENDON. Go ahead and tell what occurred.
Mr. DARLING. Well, a few days later he arrived at my home with

an invitation from Bache & Co. to purchase the stock.
Mr. MCLENDON. Bache & Co. is the broker?
Mr. DARLING. He is the broker, and I took the invitation into the

office and filled it out. Mr. Baker gave me the money.
Mr. MCLENDON. How?
Mr. DARLING. In cash.

27-211-64—pt. 9--8
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Mr. McIminorr. How much?
Mr. DARLING. $13,750.
Mr. MCLENDON.' Where were you when he gave you the $13,750 in

cash?
Mr. DARLING. At this time the office was being renovated, and I am

not sure whether it was in the Capitol Building or in his law office.
Mr. MCLENDON. You can't recall which place?
Mr. DARLING. I can't; no, sir.
Mr. MCLENDON. Did you give him a receipt for the $13,750?
Mr. DARLING. He asked me in the event something happened to me

if I would type out a receipt, give it to him and sign it, which I did,
and he gave me the money. I deposited it in my account and wrote
my personal check for the stock.
Ms. MCLENDON. You deposited money in your own personal

account?
Mr. DARLING. Yes, sir.
Mr. MCLENDON. In the bank?
Mr. DARLING. Yes sir.
Mr. MCLENDON. And you drew a check against your bank account

to the broker?
Mr. DARLING. That is correct.
Mr. MCLENDON. For the total 'amount.?
Mr. DARLING. Yes sir.
Mr. MCLENDON. Did you finally receive the certificate or certificates

of stock?
Mr. DARLING. Yes, sir.
Mr. MCLENDON. Were they delivered to you?
Mr. DARLING. They were mailed to my home address yes sir.
Mr. MCLENDON. Did you give your home address to the broker when

you filled out the application for the stock?
Mr. DARLING. That is what it called for; yes, sir.
Mr. MCLENDON. And it was delivered according to your applica-

tion?
Mr. DARLING. Yes, sir.
Mr. MCLENDON. That you gave the broker?
Mr. DARLING. Yes, sir.
Mr. MCLENDON. When you received the certificates, what did you

do with them?
Mr. DARLING. I endorsed them in blank and gave them to Mr. Baker

and he gave me back my receipt.
Mr. MCLENDON. How many shares of stock did you get certificates

for?
Mr. DARLING. There was one certificate for 500 shares.
(At this point, Senator Pell withdrew from the hearing room.)
Mr. MCLENDON. Just One certificate?
Mr. DARLING. That is correct.
Mr. MCLENDON. When you delivered the certificate to Mr. Baker,

with your endorsement on it, did you get back your receipt?
Mr. DARLING. Yes, sir.
Mr. MCLENDON. Did you keep the receipt?
Mr. DARLING. No, sir.
Mr. MCLENDON. You destroyed it?
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Mr. DARLING. As far as I know, I have yes, sir. I have looked for
it and can't find it.
Mr. MCLENDON. Can you, from your memory, tell the committee

substantially what the receipt said?
Mr. DARLING. It simply stated, "I hereby acknowledge receipt of

$13,750 in return for which 500 shares will be given to Mr. Baker
upon receipt of those shares."
Mr. MCLENDON. And you say when you delivered the certificate he

gave you back your receipt?
Mr. DARLING. Yes sir.
Mr. MCLENDON. And you destroyed it?
Mr. DARLING. Yes, sir.
Mr. MCLENDON. Thereafter, did you get any notices from the MGIC

company that would ordinarily be mailed to stockholders?
Mr. DARLING. Yes, sir.
Mr. MCLENDON. Such as notices of meetings?
Mr. DARLING. Yes, sir.
Mr. MCLENDON. Notices of dividends, if any?
MT. DARLING. Yes sir.
Mr. MCLENDON. Did they come to your residence address?
Mr. DARLING. Yes

' 

sir.
Mr. MCLENDON. ]Do you know whether that stock certificate has

ever been changed from your name to anyone else's name?
Mr. DARLING. I have reason to believe it has not been changed.
Mr. MCLENDON. Why do you say that?
Mr. DARLING. Because I have received recently notices from the

company.
Mr. MCLENDON. Have you ever said anything to Baker about the

fact that you were still getting notices from the company?
Mr. DARLING. Well, not until all this came up I didn't no, sir.
Mr. MCLENDON. I believe you said to those those who interviewed

you that you became concerned about it and consulted a lawyer.
Mr. DARLING. Yes, sir I did.
Mr. MCLENDON. And the lawyer you consulted told you that he

didn't think you had any liability merely because the stock was in your
name.
Mr. DARLING. That is correct.
Mr. MCLENDON. Is that the substance of the advice you got?
Mr. DARLING. Yes, sir.
Mr. MCLENDON. And, therefore, you did nothing more about it?
Mr. DARLING. Well, we attempted—we asked Mr. Baker's attorney

if he would transfer title, and I assume they will do it.
Mr. MCLENDON. But you have no knowledge that that has been

done?
Mr. DARLING. I have no knowledge.
Mr. MCLENDON. Mr. Darling, what explanation did Baker give you

for asking you to take this stock in his name?
Mr. DARLING. Well, he said he needed 500 shares, and I assumed on

my part that this was a closed corporation and that for some reason
you could only buy in blocks of 500 shares. That is the way the in-
vitation read, as I remember.
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Mr. MCLENDON. Are you saying that you understood from the con-
versation with Baker that he could not buy any more shares in his
name and, therefore, he wanted you to take it in your name?
Mr. DARLING. I assumed that, but he did not say that.
Mr. MCLENDON. That was just your assumption?
Mr. DARLING. That is right.
Mr. MCLENDON. Is this the only business transaction you ever had

with Robert G. Baker?
Mr. DARLING. Yes sir.
Mr. MCLENDON. Had he ever invited you to invest in any stock or

any other property?
Mr. DARLING. I am sure he knew I wasn't able to.
Mr. MCLENDON. Had you ever borrowed any money from him?
Mr. DARLING. Yes sir.
Mr. MCLENDON. How much?
Mr. DARLING. Well, he cosigned a note for me.
Mr. MCLENDON. At this time when the stock transaction took place

had you paid the note or was the note still owing?
Mr. DARLING. I don't remember.
Mr. MCLENDON. You don't remember?
Mr. DARLING. I don't remember, but that had nothing to do with

it at all.
Mr. MCLENDON. Did Mr. Baker compensate you for this service

you rendered him?
Mr. DARLING. No sir.
Mr. MCLENDON. Did he offer to compensate you?
Mr. DARLING. 

No, 
sir.

Mr. MCLENDON. 'Did you ask him to compensate you?
Mr. DARLING. No sir.
Mr. MCLENDON. 

No,
you recall before you received the certificate

from the company that Baker spoke to you and asked you whether
you had received the certificate and that he was, anxious to get posses-
sion of it?
Mr. DARLING. Well, it was only a week or 10 days, and he didn't ask.

He might have, but I don't remember now.
Mr. MCLENDON. You don't remember that?
Mr. DARLING. But as soon as I got it, I gave it to him.
Mr. MCLENDON. That is all I want to ask, Mr. Chairman.
Senator CANNON. Senator Scott?
Senator Scow. Did Mr. Baker ever ask you for any money?
Mr. DARLING. No sir; no, sir.
Senator Scam Did you regard it as unusual for Bobby Baker to

give you $13,750 cash with which to buy stock?
Mr. DARLING. At the time, no, sir.
Senator Scorr. It didn't strike you as unusual?
Mr. DARLING. No, sir.
Senator SCOTT. Would you tell us why it would not seem unusual?
Mr. DARLING. Well, he was an officer of the Senate. He had been

elected by the Senate, and I took him at face value as an honest man,
and so far as I know he is. This sort of transaction is not unheard of.
Senator Scorr. Where in the office was the money when he brought

it out?
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Mr. DARLING. He gave it to me, and as I told the counsel I don't
remember whether it was in the office in the Capitol Building or in his
law office that I received it.

Senator SCOTT. Did he have it on his person?
Mr. DARLING. He had it on his person.
Senator Scorn And you took it from him?
Mr. DARLING. Yes sir.
Senator SCOTT. Where did he carry the money?
Mr. DARLING. I assume in his pocket.
Senator Scow. Was it a rather bulky large envelope?
Mr. DARLING. It is the largest amount of money I had ever touched.
Senator Scorr. Was it in $100 or $1,000 bills?
Mr. DARLING. Some small bills and some large bills. The bank

would know, probably. When you deposit that amount I am sure that
they would have these little receipts that you write out and you can
find out.

Senator Scorr. You have never seen any transaction involving any-
thing like that amount of cash before, have you?
Mr. DARLING. Not I no, sir.
Senator Scam As you walked around the Senate offices you had

never observed that amount of cash being handed around before, had
you?
Mr. DARLING. No, sir not $13,000.
Senator Scow. You didn't think it was unusual?
Mr. DARLING. Well, I didn't think it was unusual because Mr. Baker

had asked me to do it, and at the time he asked me to do it I had finan-
cial troubles of my own which he knew about, and if he had given me
a check, the banker would not have allowed me to write my own check,
and I think I might have called this to his attention, and this may be
the reason why he gave me the cash.

Senator Scow. When you retained counsel, and you talked to some-
one inquiring whether, or why, Baker hadn't transferred title to the
MGIC certificates to Baker, who was Baker's attorney at that time?
Mr. DARLING. I meant the counsel that I employed was a fellow

student with me who graduated from the same law school I go to,
about a year ago. His name is Joseph Duvall. We met in his office
in Arlington, with a Mr. Fitzpatrick, and he employed Mr. Fitzpatrick
for Arnold, Fortas & Porter, I believe is the name of the law firm, at
that time handling Mr. Baker's affairs.
Senator Scow. I think that is all.
Mr. MCLENDON. That is all.
The CHAIRMAN. That will be all. Thank you.
Mr. DARLING. Thank you, sir.
The CHAIRMAN. Mr. ?
Mr. MCLENDON. I am advised that this witness is temporarily absent.

He will be back in a minute.
The CHAIRMAN. Mr. Yingling, would you place your hand on the

Bible, please, sir?
Do you solemnly swear that the evidence you are about to give before

this committee in the matter under investigation is the truth, the whole
truth, and nothing but the truth, so help you God?
Mr. YINGLING. I do.
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The CHAIRMAN. Thank you. Be seated.
Mr. MCLENDON. Will you state your full name and your residence

address, please?

TESTIMONY OF JORN H. YINGLING

Mr. YINGLING. My name is John H. Yingling, and I reside at 3011
Dartmouth Road, Alexandria, Va.
Mr. MCLENDON. Mr. Chairman, and gentlemen of the committee,

this witness has handed me a written statement. He asked me if I
would read it, but he consents to be examined. I have the statement
here. What is the pleasure of the committee?
Senator SCOTT. Wouldn't it be normal for the witness to read the

statement?
Mr. YINGLING. Shortly before August 20, 1959, Mr. Bobby Baker

called me and told me he had been offered an opportunity to purchase
stock in the Mortgage Guaranty Insurance Co.
He told me who some of the principals of the company were and

what it would do. He asked me what I thought of the opportunity,
and I replied that I thought it was good.
He then told me that the stock was available in units, at a cost of

$2,300, and asked me if I wanted to buy any. I replied that I would
would like to do so

' 
but that I did not want the principals to know

that I was buying. That was agreeable to him, whereupon I asked him
to buy me $2,300 worth in the name of my brother-in-law, J. E.
Lightle Jr., of Searcy Ark.
On August 20, 1959, I delivered or sent Mr. Baker a check for $2,300.
In November 1959 and May 1960, I received written reports from

the company about its progress, addressed to Mr. Lightle, in care of
Mr. Baker's office.
At some time during this period, I received the stock certificates, in

the name of Mr. Lightle.
In the spring of 1961, I wrote or called Mr. Lightle, asking that he

transfer the stock to my broker, Jones, Kreever & Co., for my account,
in order that I might begin to dispose of it. '''On June 15, 1961, he sent
me the certificate, for 1,472 

shares, 
endorsed to the broker.

In August 1961, I began selling the stock, at various prices, ranging
from $34 to $223/4 per share, disposing of all of it except 10 shares
which I still own.
My cost per share was $1.56. I estimate that I profited somewhere in

the neighborhood of $25,000 to $30,000.
My entire file has been examined by your investigators.
At no time did any person connected with the company indicate

to me any knowledge that I was a stockholder, or ask me to do any-
thing. At no time was I aware of any problems which the company
had with any Government agency. At no time did Mr. Baker ask
me to do anything for him or the company.
Mr. MCLENDON. Mr. Yingling, on an exhibit that has been intro-

duced before the committee at an earlier hearing, there appears the
name of J. E. Lightle, address room F-80, Washington, D.C., which
happens to be the address of Mr. Baker's office at that time. When
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the committee's investigators interviewed Mr. Lightle, it was learned
that you were the real purchaser of the stock.
Mr. YINGLING. Yes, sir; that is true.
Mr. MCLENDON. And you have stated in the written statement there

the circumstances under which you bought it.
Mr. YINGLING. Yes, sir.
Mr. MCLENDON. Had you known Mr. Baker prior to the time that he

spoke to you about purchasing the stock?
Mr. -YINGLING. Well, of course, I came to know him soon after I came

to work in the Senate, which was in 1948, the first of 1948.
Mr. MCLENDON. And you were friendly with him?
Mr. YINGLING. Yes, sir.
Mr. MCLENDON. To the point of being intimate with him?
Mr. YINGLING. Well, I knew him very well, I thought.
Mr. MCLENDON. I understand from your statement that he first

mentioned this subject to you.
Mr. YINGLING. Yes, sir; that is my recollection.
Mr. MCLENDON. Did he tell you anything about this company?
Mr. YINGLING. Yes, sir. He told me in general terms what it would

do and it is possible, although I don't recollect exactly, that he sent me
a folder or some type of written material.
Mr. MCLENDON. And you bought the stock on his advice without any

independent investigation by yourself?
Mr. YINGLING. Yes, sir; that is a correct statement.
Mr. MCLENDON. Is it true that at the time you purchased this stock

that thereafter it was split a number of times?
Mr. YINGLING. Yes, sir.
Mr. MCLENDON. On one occasion 10 for 1?
Mr. YINGLING. Sir, I do not now recollect the precise splits, but the

total finally amounted to 1,472 shares.
Mr. MCLENDON. And the number you purchased originally was how

many?
Mr. YINGLING. It was in terms of units.
Mr. MCLENDON. Yes.
Mr. YINGLING. And the relationship of the shares to the units I do

not recall, and my files don't show.
Mr. MCLENDON. And after the splits it amounted to 1,400 and 
Mr. YINGLING. 1,472 shares.
Mr. MCLENDON. 1,472 shares, and you sold all of that except 10?
Mr. YINGLING. Yes sir.
Mr. MCLENDON. Did you either at the time you purchased the stock

or immediately thereafter make any inquiry about the MGIC com-
pany?
Mr. YINGLING. Occasionally when I would run into Bobby, usually

on the floor, I would ask him how is the stock doing, and he would
reassure me, and that is about all. At some point—I don't recall
when—I started checking with my stockbroker about it, but in the
beginning I would ask Bobby.
Mr. MCLENDON. Why did you put the stock in Mr. Lightle's name?
Mr. YINGLING. Because at that time I was employed by the Senate

Banking and Currency Committee, and I did not want the principals of
the company to know that I was a stockholder.
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Mr. MCLENDON. Did you disclose to anyone that you were the owner
of the stock other than Mr. Baker and your brother-in-law, Mr.
Lightle ?
Mr. YINGLING. No, sir.
Mr. MCLENDON. Did you pay Baker anything as a result of this

transaction?
Mr. YINGLING. No, sir.
Mr. MCLENDON. Did he request that you pay him anything?
Mr. YINGLING. No sir.
Mr. MCLENDON. You have retained all the proceeds from the sale

of the stock?
Mr. YINGLING. Yes, sir. I may say I gave—I mean just as a techni-

cality, I made a donation to a private boys' school of a few shares of
the stock.
Mr. MCLENDON. Of the stock itself?
Mr. YINGLING. Yes, sir.
Mr. MCLENDON. A few shares of the stock?
Mr. YINGLING. Yes.
Mr. MCLENDON. Other than that, you retained all the benefit from

it?
Mr. YINGLING. Yes, sir.
Mr. MCLENDON. When you sold the stock, did you sell it yourself

through your own broker or did Baker sell it for you/
Mr. YINGLING. I sold it through my own broker.
Mr. MCLENDON. All right; that is all.
The CHAIRMAN. Senator Scott?
Senator SCOTT. Who asked you to make the donation to the private

boys' school in the form of stock?
• Mr. YINGLING. Who asked me to do it, sir?

Senator Scam Yes.
Mr. YINGLING. There was a general solicitation of all the parents

of the students who were in the school.
Senator Scum And who were the principals of the company that

you didn't want to know that you were an owner of the stock?
Mr. YINGLING. I am not certain that I knew all the principals, ex-

cept I knew that a great many of them were connected with the savings
and loan industry. I will give you a couple of names that I do re-
member if that is what you wish. One was Mr. Walton McAllister,
who was a former Chairman of the Home Loan Bank Board, and who
had some connection with the company, at least was a member of the
board of directors and the other was Mr. Henry Bubb, who was
either president, chairman, or on the board of directors.

Senator Scow. Did Glenn Troop ever talk to you about this MGIC
stock?
Mr. YINGLING. Not until, oh, at least 2 years after I purchased it.

Actually, as a matter of fact, he never initiated any conversation
about it. I told him that I had some after I had it transferred from
my brother-in-law's name to my name.
Senator SCOTT. Was Mr. Lightle ever an employee of the Senate?
Mr. YINGLING. The correct pronunciation of that name is "Light-

lee."
Senator Scow. Lightle
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Mr. YINGLING. Yes, sir. No, he was never an employee of the
Senate.
Senator Scow. Or the House of Representatives?
Mr. YINGLING. No, sir.
Senator Scow. Did he ever live in Washington?
Mr. YINGLING. No, sir.
Senator Scow. Mr. Lightle is your brother-in-law?
Mr. YINGLING. Yes, sir.
Senator SCOTT. And what was your profit in the MGIC stock?
Mr. YINGLING. I have estimated it at somewhere between $25,000

and $30,000.
Senator Scow. And have you had any financial transactions with

Bobby Baker as a result of the profits you made?
Mr. YINGLING. No, sir; none whatever.
Senator Scow. Have you ever talked to any other Government of-

ficials or agencies about your holding of MGIC stock'?
Mr. YINGLING. No, sir.
Senator Scow. What did you say to Glenn Troop about the stock?
Mr. YINGLING. I don't think that—I think probably I inquired of

him about what he knew about the company and how it was doing.
Senator Scow. Why was it that you didn't want officials of MGIC

to know of your position?
Mr. YINGLING. Of my ownership of the stock?
Senator Scorn Yes; your ownership of the stock.
Mr. YINGLING. Because I did not feel—well, I did feel that it was

conceivable that if they knew that I was a stockholder, they would
feel that they had some call upon me, some entree to asking me to do
something for them. I don't think I could have done anything for
them, but that is the feeling I had.
Senator Scow. I think that is all.
Mr. MCLENDON. One other question, Mr. Yingling. Did you ever

get acquainted with Max H. Karl of this company?
Mr. YINGLING. No, sir; I don't think I have ever met him. It is

possible that I have met him, but I don't recall having done so.
Mr. MCLENDON. All right. That is all.
Senator Scow. Do you know any other shareholders of MGIC?
Mr. YINGLING. Only the ones that I have read about in the papers.
Senator Scorn Did you recommend MGIC to anyone else to buy?
Mr. YINGLING. At this time?
Senator Scorn At any time.
Mr. YINGLING. As I have told you, I sold all but 10 shares of mine.
Senator Scow. Did you ever recommend it to anyone?
Mr. YINGLING. No, sir.
Senator Scow. That they should buy it?
Mr. YINGLING. No, sir.

.,Senator Scow. Do you know of any of the stockholders personally
of MGIC?
Mr. YINGLING. I know Mr. Boggs very casually.
Senator Scorr. Mr. Who?
Mr. YINGLING. Mr. Boggs, and I also knew Mr. Wilson when he was

working in the Senate.
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Senator Scorr. When you sold the stock, did you retain the entire
profits or did you share the profits with anyone?
Mr. YINGLING. I retained the entire profits.
Senator Scow. That is all.
Mr. MCLENDON. That is all.
The CHAIRMAN. Thank you sir. That will be all.
Mr. YINGLING. Thank you, sir.
The CHAIRMAN. The committee will now stand in recess until 10

o'clock in the morning.
(Whereupon, at 3:10 p.m., the committee recessed, to reconvene at

10 a.m., Friday, January 24, 1964.)
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OR EMPLOYEES OF THE SENATE

FRIDAY, JANUARY 24, 1964

U.S. SENATE,
COMMITTEE ON RULES AND ADMINISTRATION,

W ashington,D.0 D.C.
The committee met, pursuant to recess, at 10 a.m., in the caucus

room, Old Senate Office Building, Senator B. Everett Jordan (chair-
man) presiding.

Present: Senators Jordan, Hayden, Cannon, Pell, Clark, Scott, and
Cooper.
Also present: Hugh Alexander, chief counsel; L. P. McLendon, gen-

eral counsel; Burkett Van Kirk, associate counsel; James Duffy, asso-
ciate counsel; William B. Whitley, staff assistant to Senator Jordan;
Walter Mote, professional staff member; William Ellis Meehan, in-
vestigator; Samuel Scott, investigator; and Alice Clark, staff.
The CHAIRMAN. A quorum being present, the committee will please

come to order.
This committee is acting by direction and under the authority of

Senate Resolution 212, agreed to October 10, 1963, and Senate Resolu-
tion 221, agreed to November 1, 1963. Senate Resolution 212 author-
izes and directs the Senate Committee on Rules and Administration—
to make a study and investigation with respect to any financial or business inter-
ests or activities of any officer or employee or former officer or employee of
the Senate for the purposes of ascertaining, (1), whether any such interests or
activities have involved 'conflicts of interest or other impropriety; and (2),
whether additional laws, rules, or regulations are necessary or desirable for the
purposes of prohibiting or restricting any such interests or activities.

Witnesses have been interviewed by the staff and heard both in execu-
tive and in public sessions. Considerable evidence has been obtained
and testimony received to date.

Witnesses who have appeared previously or who will be called in the
future possess information which the committee believes is material
and pertinent to the provisions of the resolution of direction and
authorization and which will aid the committee in fulfilling its legis-
lative purpose.
The Chair advises each witness that he is entitled under the rules

of procedure of this committee to retain and be accompanied by coun-
sel. Counsel may advise a witness of his legal rights during the
course of his testimony. Should the witness not fully understand
the question, the witness may ask for clarification. Counsel, however,
shall not coach the witness or answer for the witness.
The committee will now proceed to hear the testimony of Mr. Boggs.
Will you kindly come forward, Mr. Boggs, and be sworn in ?

875
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Mr. Boggs, will you remain standing, please, sir? Put your left
hand on the Bible, and raise your right hand.
Do you solemnly swear that the evidence you are about to give

before this committee, in the matter now under investigation, is the
truth, the whole truth, and nothing but the truth, so help you God?
Mr. BOGGS. I do.
The CHAIRMAN. Thank you, sir.
Have a seat.
Mr. MCLENDON. Will you please state your full name and your

residence address?

TESTIMONY OF MAYWOOD BOGGS

Mr. BOGGS. My name is Maywood Boggs, 235 Cedar Lane, Fairfax,
Va.
Mr. MCLENDON. What is your business, Mr. Boggs?
Mr. BOGGS. I am an officer of the International Brotherhood of

Boilermakers, Iron Shipbuilders, Blacksmiths, Forgers & Helpers,
AFL—CIO.
Mr. MCLENDON. Do you have an office in Washington?
Mr. BOGGS. Yes, sir; I do.
Mr. MCLENDON. How long have you occupied the office in Wash-

ington?
Mr. BOGGS. I have had an office in Washington since December 6,

1948.
Mr. MCLENDON. What are, generally, your duties in your position

with the union?
Mr. BOGGS. My present position in the union is vice president—

international vice president.
Mr. MCLENDON. Can you give us a little description of your duties

as vice president?
Mr. BOGGS. Yes, sir. I have an area that I represent comprising

the States of Virginia, West Virginia Tennessee, North Carolina,
and more recently have been added Maryland and the District of
Columbia.
Mr. MCLENDON. Do your duties include lobbying in the sense

that 
Mr. BOGGS. NO; not now.
Mr. MCLENDON. Not now?
Mr. BOGGS. I was a registered.lobbyist for a number of years when

I first came to Washington. I became a vice president in 1956, upon
the death of my predecessor. Prior to that, I had the position of
Washington representative, with the title of "International Repre-
sentative." I came here in 1948, and one of the first jobs that we set
out to do was attempt to repeal Taft-Hartley. I was a registered
lobbyist at that time.
And we have had many continuing interests in the legislative field.

My organization is affected by many things—many enactments of
Congress, such as appropriations for maritime work, Navy, ships,
and so on.
We are also affected as a building trades organization in all of

the labor standards provisions, such as Davis-Bacon Act, Copeland
Act, and others.
Mr. MCLENDON. Were you a registered lobbyist in August 1959?
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Mr. BooGs. No, sir.
Mr. MCLENDON. How long prior to that date had you ceased to

be a registered lobbyist?
Mr. BOGGS. Well, I cannot tell you exactly.
Mr. MCLENDON. Was it as much as a year, 2 years?
Mr. BOGGS. More than that. I don't think I have been registered

as a lobbyist since I have been a vice president, because my trips to
the Hill since that time have been very infrequent and on a very
specific type of thing, discussing with someone whether or not the
Davis-Bacon provisions were in appropriations bills affecting Gov-
ernment construction by contract.
Mr. MCLENDON. When did you first become acquainted with Robert

G. Baker?
Mr. BOGGS. Sir, I couldn't tell you exactly. My acquaintanceship

with Bobby, if I may call him that, has been quite for quite a long
time. I naturally met him as a result of my activities in legislative
work early after I came here.
Mr. MCLENDON. So you did know him during the time that you

were a registered lobbyist for your union?
Mr. BOGGS. Oh, I would say that I must have met him during the

course of that time, sir.
Mr. MCLENDON. Did you become well acquainted with him?
Mr. BOGGS. In the sense that I frequently talked to Bobby about

how legislation was scheduled and when it was coming up, and things
of that sort. I would say yes.
Mr. MCLENDON. Did you attempt to get his influence with respect

to legislation in which your union was interested?
Mr. BOGGS. No, sir I wouldn't say that. I discussed legislative

matters with Members of Congress, both in the House and in the
Senate, with their legislative assistants or administrative assistants,
or people of that kind. Although I recognized Bobby was important
in his field, I didn't consider that to be his field.
Mr. MCLENDON. I am not sure I understood that remark. You

recognized that Baker was important as what?
Mr. BOGGS. An important officer of the Senate in the sense of his

particular field. But I never recognized him as one with whom you
discussed the technical points of legislation.
Mr. MCLENDON. I see.
Mr. BOGGS. I always did that, either with Senators or Congress-

men or their assistants.
Mr. MCLENDON. Do you recall having a conversation with him

in August 1959 about the MGIC corporation?
Mr. BOGGS. Yes, sir.
Mr. MCLENDON. Do you recall where you were when you talked

with him first about MGIC ?
Mr. BOGGS. Well, may I relate how this came about?
Mr. MCLENDON. Well, my question is, could you recall where it

was?
Mr. BOGGS. I believe I can. The details of this thing escape me.

But I think I have a general knowledge of how this came up.
Mr. MCLENDON. All right. You go ahead in your own way, then,

and tell us what occurred and what was said.
Mr. BOGGS. Along that side of the Senate, in the corridor that

faces—the door that faces the corridor going over to the House—I
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was out there and saying hello to people that I knew around. We
were just standing there. And I got an impression by something that
was said about this stock. Now, I didn't even know the name of it
was Mortgage Guaranty Insurance Co. or what it was. And I
inquired 
Mr. MCLENDON. This subject was brought up by someone else,

because prior to that you had never heard of it?
Mr. BOGGS. That is true.
Mr. MCLENDON. Was Baker the man who first mentioned it?
Mr. BOGGS. No, sir; he wasn't. Well, he probably was the first

man who mentioned the exact name of the company.
Mr. MCLENDON. What did he say to you with respect to his

opinion of the stock?
(At this point, Senators Hayden and Clark withdrew from the

hearing room.)
Mr. BOGGS. I asked him what the stock was, and he told me. I

asked him if it was available. And he told me that he didn't know,
that he would find out.
Mr. MCLENDON. And did he later advise you that it was available?
Mr. BOGGS. Yes, sir; he asked me, he said, "About how much would

you want?" and I said something around $2,000.
Mr. MCLENDON. How much later after that was it that he told you

that he ascertained that the stock was available?
Mr. BOGGS. I would just say a few days, sir.
Mr. MCLENDON. Was that by telephone or in personal conversa-

tion?
Mr. BOGGS. I believe it was by telephone.
Mr. McLENDoN. What did he say?
Mr. BOGGS. He told me that it was available, and that it was being

sold in units composed of a certain number of shares of Mortgage
Guaranty Insurance Co. and a certain number of shares of the sales
organization, or the agency, I believe it was called, and that five
units of that would cost $2,300.
Mr. MCLENDON. Did he volunteer to buy it for you?
Mr. BOGGS. I couldn't say that, sir. I asked him if he would get

it for me.
Mr. MCLENDON. And he agreed, did he not?
Mr. BOGGS. Yes, sir.
Mr. MCLENDON. And did you get the money, the $2,300, and pay

it to Baker?
Mr. BOGGS. Yes, sir; I made a check to Robert G. Baker.
Mr. MCLENDON. Payable to him?
Mr. BOGGS. Yes, sir.
Mr. MCLENDON. Drawn on your bank account?
Mr. BOGGS. Yes, sir.
Mr. MCLENDON. And, thereafter, did he cause to be delivered to

you certificates of stock?
Mr. BOGGS. Yes, sir. He called me later and told me that the stock—

he had the stock. And I asked him if he would put it in the mail to
me, at my office.
Mr. MCLENDON. Now, the stock was delivered to him first, and then,

he in turn, delivered it to you, is that right, by mail?he,
BOGGS. I presume this is the case, because he told me he had it.
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Mr. MCLENDON. There is an exhibit in evidence, Mr. Boggs, show-
ing your name listed, with your address as the address of Mr. Baker
in Capitol. Does that explain why the certificate was delivered
to him, and then he mailed it to you?
Mr. BOGGS. It probably would, sir. This is an assumption on my

part.
Mr. MCLENDON. In other words, you had nothing to do with it

except to give him the $2,300, and he handled the rest of it?
Mr. BOGGS. Yes, sir.
Mr. MCLENDON. What did you do with the stock?
Mr. BOGGS. I kept it until the 10th of November 1960, and sold it.
Mr. MCLENDON. TO whom did you sell it?
Mr. BOGGS. To Mr. Baker.
Mr. MCLENDON. Tell the committee the circumstances under which

you sold—resold this stock to Mr. Baker.
Mr. BOGGS. Well, sir, when—in the conversation I had with Bobby

regarding—when he told me he had the certificates, he told me, he
said, "I think this is pretty good, and if you want to sell it at any time,
I will be glad to buy it from you."
Mr. MCLENDON. Excuse me a moment. Are you saying that at the

time you bought the stock you had an understanding with him that
he would take it off your hands at any time?
Mr. BOGGS. No, sir • I didn't say that.
Mr. MCLENDON. What do you mean?
Mr. BOGGS. I said when he called me and told me he had the stock

certificate, he said, "I think this is pretty good, and if you want to sell
it at any time in the future, I will be glad to buy it from you."
Mr. MCLENDON. All right. Now, you were going to explain how

you handled the sale.
Mr. BOGGS. Well, the circumstances were that, unfortunately, I

needed some money to take care of costs of educating my children, one
of which is in college, and my oldest boy in military school. And I
decided to sell the stock. And I inquired of Bobby if he would be
interested in it. And he told me he would be quite interested in it, and
he would offer me $4,600 for it.
Mr. MCLENDON. That was a personal offer from him?
Mr. BOGGS. Yes, sir.
Mr. MCLENDON. Did you deliver him the certificate?
Mr. BOGGS. Yes, sir.
Mr. MCLENDON. And how did he pay you?
Mr. BOGGS. He paid me by check, sir. He paid me by two checks.
Mr. MCLENDON. TWO checks?
Mr. BOGGS. Yes one on one bank and one on another.
Mr. MCLENDON. His personal checks?
Mr. BOGGS. Yes, sir. I say yes, sir. I mean the checks are better

proof of themselves than anything I could remember about them. You
realize I am speaking completely from memory now. I have no records
of these things.
Mr. MCLENDON. Do you have any knowledge as to how that stock

was transferred, if it was transferred, after you delivered it to Baker?
You understand my question?
Mr. BOGGS. Well, there is a place that you sign a release of the

stock to somebody else, I believe. Now, this is memory, too. But the
stock certificate itself, of course---
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Mr. MCLENDON. My question is, Do you have any knowledge of
whether that stock certificate was transferred on the books of the cor-
poration to anyone after you endorsed it and delivered it to Baker?
Mr. BOGGS. No, sir.
Mr. MCLENDON. You do not?
Mr. BOGGS. That is the last knowledge I had of that stock.
Mr. MCLENDON. Have you received any notices from the company,

such as notices of stockholders' meetings or financial reports, since you
delivered the certificate to Baker?
Mr. BOGGS. No, sir, I have not. But I had received a report from the

company prior to this.
Mr. MCLENDON. Well, the fact that you have not received any notices

since you delivered the certificate would be some indication that it is
no longer in your name, would it not?
Mr. BOGGS. It certainly would.
Mr. MCLENDON. But you cannot inform the committee with respect

to what became of the certificate after you sold it to Baker?
Mr. BOGGS. No, sir.
Mr. MCLENDON. Did you pay Baker anything for these services in

connection with this transaction?
Mr. BOGGS. Not one cent.
Mr. MCLENDON. Did he ask you for compensation?
Mr. BOGGS. No, sir. Mr. Baker never asked me for anything.
Mr. MCLENDON. Did you offer to pay him?
Mr. BOGGS. No, sir.
Mr. MCLENDON. That is all, sir.
The CHAIRMAN. Senator Cooper, do you have any questions?
Senator COOPER. Where were you when you and Mr. Baker first

discussed the MGIC stock?
Mr. BOGGS. Well, I was standing off—in that area around the front

door—the door of the Senate that faces the corridor that goes over
to the House side, Senator Cooper.

Senator COOPER. He just came up to you and started talking about
this stock?
Mr. BOGGS. No; we were just standing there talking. I was just

more or less sayina
h 

hello to some people I had known around there
for a long time. In 1959 when I was up there—I don't suppose
I came to the Hill more than two or three times during that year.
And what the circumstances were for my being there specifically,
I could not tell. I don't remember.

Senator COOPER. Did he immediately bring up the subject of the
MGIC stock when you began to talk?
Mr. BOGGS. No, sir.
Senator COOPER. What were you talking about before? Do you

remember?
Mr. BOGGS. No; I do not, sir.
Senator COOPER. Do you remember how it was brought up—the

words?
Mr. BOGGS. Well, there was conversation about some stock. I wasn't

the only person there. But I don't know who all was there. And
there was reference to some stock. And I said to Bobby, "What
stock is this you are talking about?" And he told me.
Senator COOPER. Can you remember anything he said which was

connected with bringing the subject up, or any reason for his telling

a
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you about the possible purchase of this stock? Did he tell you that
you ought to buy the stock?
Mr. BOGGS. No, sir.
Senator COOPER. What, in your mind, then, brought up the subject?
Mr. BOGGS. Well, the conversation went in this fashion—that it

looked like it was good stock. I just merely asked if it was available.
Senator COOPER. In other words, he just began to talk to you and

told you he knew about a good stock, MGIC stock, and told you that
you ought to buy some of it?
Mr. BOGGS. No, sir • he didn't tell me I ought to buy it.
Senator COOPER. -What did he tell you then?
Mr. BOGGS. I asked if any of it was available.
Senator COOPER. I think you said he was the one who first men-

tioned the stock.
Mr. BOGGS. I don't think I said this.
Senator COOPER. Did you know about the stock before?
Mr. BOGGS. No. The discussion about the stock came up in this

conversation with possibly several people.
Senator COOPER. Did he bring it up? That is the point I am

trying to find out.
Mr. BOGGS. I cannot pinpoint that, Senator, as to who brought up

the subject.
Senator COOPER. Well, who else was there?
Mr. BOGGS. I cannot recall who all the other persons were.
Senator COOPER. You said you did not bring it up?
Mr. BOGGS. No, sir; because I didn't know anything about it.
Senator COOPER. Had you ever heard about the stock before?
Mr. BOGGS. No, sir.
Senator COOPER. Had you ever talked to anyone else about it?
Mr. BOGGS. Before or later?
Senator COOPER. You said you had not heard of it before. Did you

ever talk to anyone else about it later, other than Baker?
Mr. BOGGS. Oh, yes; I think I talked to other people about it.

One person I talked to about it was my wife, because it was her
money that was involved.
Senator COOPER. I am sure you did that. Did you talk to anyone

else, though, and ask them for advice about the stock, other than
Baker?
Mr. BOGGS. No, sir • I just took a flier.
Senator COOPER. At the time you bought this stock, did you have

an agreement with Mr. Baker to sell it later to him?
Mr. BOGGS. NO, sir.
Senator COOPER. Do you know why it was that your address was

given as his office?
Mr. BOGGS. No; I don't know why. I can only engage in specula-

tion.
Senator COOPER. Did Mr. Baker ever perform any services for

you?
Mr. BOGGS. Oh, he has told me when legislation was scheduled to

come up on the floor, things of that sort, which I considered a part of
normal duties.
Senator COOPER. You mean legislation connected with your posi-

tion as vice president of the brotherhood?
Mr. BOGGS. Well, that my organization had an interest in.

27-211-64—pt. 9 9
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Senator COOPER. What?
Mr. BOGUS. Legislation that my organization had an interest in,

or the labor movement generally had an interest in.
Senator COOPER. Did you have some arrangement with him that

he would notify you?
Mr. BOGGS. No, sir.
Senator COOPER. You never talked to him about that?
Mr. BOGGS. I never asked him to notify me. I have often gone to

him and asked him.
Senator COOPER. Did you call him for the information, or would

he notify you without your asking him about the legislation?

Mr. BOGGS. I don't recall that he ever called me about anything

that I had asked him about previously and he was getting an answer to.

Senator COOPER. Did you ever perform any services for him?

Mr. BOGUS. No, sir; I never have. And he never asked me to.
Senator COOPER. That is all.
Mr. MCLENDON. Mr. Boggs, you are clear about two things, are

you not—the first one is you made a hundred percent profit on your

deal?
Mr. BOGGS. Yes, sir.
Mr. MCLENDON. No doubt about that. And the second is that when

you mentioned the possible sale of the stock to Baker, that he replied

that it was good stock, that he would be glad to take it off your hands

at any time you wanted.
Mr. BOGGS. He would be glad to buy it if I wanted to sell it. And

one thing I am clear about—I sold too soon.
Mr. MCLENDON. Beg pardon?
Mr. BOGGS. The other thing I am clear on is that I sold too soon.
The CHAIRMAN. Thank you, Mr. Boggs.
Mr. MCLENDON. Mr. Tayler?
The CHAIRMAN. Mr. Tayler, will you, remain standing, and raise

your right hand?
Do you solemnly swear that the evidence you are about to give before

the committee in the matter under investigation is the truth, the whole
truth, and nothing but the truth, so help you God?
Mr. TAYLER. I do.
The CHAIRMAN. Have a seat, please, sir.
Mr. MCLENDON. Will you give your full name and business address

to the reporter, please?

TESTIMONY OF Cl. WILLIAM TAYLER

Mr. TAYLER. C. William Tayler, 919 18th Street NW., Washing-

ton, D.C.
Mr. MCLENDON. Mr. Tayler, what is the River Park Mutual Homes,

Inc.?
Mr. TAYLER. It is a cooperative housing organization which is situ-

ated in the Southwest renewal area in Washington.
Mr. MCLENDON. And how does it function generally? I don't mean

to give all the details. But acquaint the committee with the general

manner in which it functions.
Mr. TAYLER. The purpose of the cooperative organization is to pro-

vide housing for its members. It was organized pursuant to section 213

of the National Housing Act. It is regulated, to some extent, by the
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Federal Housing Administration, under a so-called regulatory agree-
ment between the co-op and FHA, and it was financed with a 40-year
mortgage, a blanket mortgage on the entire project, which is FHA
insured.
Mr. MCLENDON. So the money comes from the FHA, does it not?
Mr. TAYLER. Well, the money comes from the mortgagee, which is

the New York State teachers retirement fund, but it is insured by FHA.
Mr. MCLENDON. And handled through the FHA. What position

did you occupy with the River Park Mutual Homes, Inc., at the time
Robert Baker acquired the property known as 308 N Street SW.,
Washington?
Mr. TAYLER. I had no official position with the corporation at that

time.
Mr. MCLENDON. How soon after that did you become connected with

it?
Mr. TAYLER. I was elected director and president of the corporation

on October 23, 1963, and subsequently I was made general counsel.
Mr. MCLENDON. Do you know Mr. Harry E. Johnson of the Coop-

erative Housing Division of the Federal Housing Administration?
Mr. TAMER. I do. •
Mr. MCLENDON. Now, in your _position as president of the River

Park Mutual Homes, Inc., did it become your duty to look into and
investigate the acquisition of this property by Mr. Baker, and to give
an opinion as to whether he was the rightful owner of it under the
conditions prescribed by the cooperative?
Mr. TAYLER. Pursuant to a request from the rest of the board of

directors, I did investigate the status of the occupancy of the unit
in October of 1963, and gave the board a legal opinion as to whether
or not Mr. Baker was in violation of his occupancy agreement by
reason of his failure to occupy the unit and use the unit as a private
dwelling place for himself and his immediate family.
(At this point, Senator Scott entered the hearing room.)
Mr. MCLENDON. And what was your opinion?
Mr. TAYLER. It was my opinion that Mr. Baker was in violation of

this provision, which is a material provision of the occupancy agree-
ment. The occupancy agreement is the document under which the
occupancy rights were given to Mr. Baker by the cooperative.
Since the cooperative owns the dwelling unit, it is the legal owner

of it. Neither Mr. Baker nor any other member actually have legal
title to any of these units. They simply have a membership in the co-
operative organization, and a vested right t,o occupy a particular dwell-
ing unit.
Mr. MCLENDON. And who is responsible for the financing of the

property?
Mr. TAYLER. I am not sure I understand the question, Major.
Mr. MCLENDON. Well, is the obligation for the purchase price as-

sumed by the cooperative or by the occupant?
Mr. TAYLER. That is right. The overall mortgage on the project,

the blanket mortgage of approximately $9,200,000, the obligation is
that of River Park Mutual Homes, Inc., and there is no personal
liability on the part of any member.
Mr. MCLENDON. What about the obligation of the tenant, or the

person that uses it? What is that?
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Mr. TAYLER. The member who occupies the unit, as I said, does so
under an occupancy agreement by which he agrees to pay a certain
amount of monthly carrying charges which are subject to change by
the board of directors depending on the operating expense experience
of the cooperative. Membership is for 3 years and is automatically
renewed at the end of each 3-year period, unless the member affirma-
tively takes action to withdraw.
There are other provisions in the occupancy agreement under which

a member can withdraw at any time, and also there are provisions

under which the corporation—I use the word cooperative and corpora-

tion interchangeably—can terminate a member's membership for any

one of a number of defaults which are specifically set forth in the

agreement.
Mr. MCLENDON. Now, in reviewing the history of this particular

transaction, did you examine the files that had been accumulated by

the River Park Mutual Homes, Inc., as well as those in the Federal

Housing Administration?
Mr. TAYLER. I examined only the membership file of Robert G.

Baker, which was held by the cooperative. I did not examine the

FHA file.
Mr. MCLENDON. Well, then, confining your comment to the file that

was held by the cooperative, did you find a credit report in that file

dated November 15, 1962?
Mr. TAYLER. I did.
Mr. MCLENDON. Will you tell us how that credit report was ob-

tained?
Mr. TAYLER. I have no personal knowledge of this, Major, because

at the time, as I said, I was not an officer of the corporation. But the

standard procedure at that time—this was prior to acquisition of title
to the project by the corporation—was to have an applicant for mem-

bership execute an application which included a financial statement

on an FHA form, and various items on such financial statement would

then be verified.
Now, one means of verifying the items, and also of checking the

applicant's credit standing, was to obtain a credit report from Stones
iMercantile Agency, which s a local commercial credit bureau. And

such a report was obtained on Mr. Baker. And that is the one to which
you have referred.
Mr. MCLENDON. Does that credit report contain the statement—I

read from the statement—"Cousin, N. C. Tyler, age 23, administra-
tive assistant, U.S. Senate"?
Mr. TAYLER. It does.
Mr. MCLENDON. But you do not know who is responsible for mak-

ing that statement?
Mr. TAYLER. I don't know the source of the information that is re-

flected in the Credit report, no.
Mr. McLEisToox. And then did you find an occupancy agreement

executed by Baker?
Mr. TAYLER. I did.
Mr. MCLENDON. Is there anything in that document with respect

to the persons who were permitted to occupy the premises?
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Mr. TAYLER. There is a provision in the occupancy agreement, page
2, article 5, which says:
The member shall occupy the dwelling unit covered by this agreement as a

private dwelling for himself or for himself and his immediate family and for no
other purpose.

It goes on to describe his entitlement to use the common facilities of
the development, also.
Mr. MCLENDON. Do you know W. A. Jernigan, or know who he is?
Mr. TAYLER. I do not personally know Mr. Jernigan, but his name

is reflected on certain papers in the River Park membership file for
Robert G. Baker.
Mr. MCLENDON. Will you refer to the particular document in which

you find his name? I call your attention to the telegram or copy of the
telegram. Do you have that?
Mr. TAYLER. Yes, sir. I was going to the subscription agreement

first.
Mr. MCLENDON. That is all right. Do it your own way.
Mr. TAYLER. The first document that bears Mr. Jernigan's name, W.

A. Jernigan, is a subscription agreement for a dwelling unit, 308 N
Street SW., dated October 8, 1962. The agreement is what the name
implies. He is subscribing or applying for a membership in the unit,
and the right to occupy 308 N Street SW. Mr. Jernigan gives his
address to this agreement as 1730 K Street NW., suite 308, Washington,
D.C. That is accompanied by a request for assignment of parking
space in the River Park Cooperative, which is also executed by Mr.
Jernigan on the same date.
Mr. MCLENDON. Do you have any knowledge as to the relation be-

tween Jernigan and Baker at that time?
Mr. TAYLER. I have no such knowledge, nor is it indicated in this

file.
Mr. MCLENDON. All right; go ahead. In consequence of that, was

the subscription transferred to Baker?
Mr. TAYLER. Yes; it was, major. I see here a handwritten memo

which I believe is in the handwriting of one of the sales agents for the
cooperative, dated October 29, 1962, which indicates that—I believe it
reflects—it appears to reflect a telephone conversation with Mr. Jerni-
gan, in which he says he is going to transfer his unit to his partner,
Mr. Baker. And then the person who made this memo says, "Mr.
Baker originally paid the $105," which is the subscription price that
would have been accepted from Mr. Jernigan on October 8, 1962.
Mr. MCLENDON. That would indicate, would it not, that the original

subscription was made by Jernigan, but Baker had paid the deposit
required?
Mr. TAYLER. If this memo is correct, and I have no personal knowl-

edge of it. But the memo goes on to say that the receipt at that time
for the $105 was issued to Jernigan. Then on the following day, the
sales agent for the cooperative received a telegram bearing Mr. Jerni-
gan's name, from Mr. Jernigan, dated October 30, in which he says:

Please release town house at 308 N Street to my partner Robert G. Baker.
Please apply my check to his account.

Mr. MCLENDON. Do you have an extra copy of the telegram?
Mr. TAYLER. No,sir; but I supplied one to Mr. Scott.
Mr. MCLENDON. We have it here.
Mr. Reporter, will you mark a copy of the telegram as an exhibit?
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(The document referred to was marked "Tayler Exhibit 2," and is as
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Mr. MCLENDON. After that, did you find in the files a financial
statement furnished by Baker?
Mr. TAYLER. Well, I found in the file a financial statement which

appears to be Mr. Baker's. However, it bears no signature, the copy
that I have here.
Mr. MCLENDON. Was it attached' to; a form that was used for the

purpose of obtaining financial data?
Mr. TAYLER. Yes a copy of that form; yes, sir.
Mr. MCLENDON. Can you find the date? My copy is so bad it is

blurred. I cannot find the date. Can you find a date on your copy?
Mr. TAYLER. Are you referring now to the page which bears the

financial information?
Mr. MCLENDON. Yes, sir; the one that precedes the balance sheet.
The CHAIR1VI4N. The one with the big "6" put on there by hand in

the right-hand corner. Or does yours show that?
TAYLER. No, sir; it doesn't. The major is referring to the

FHA financial form, which at the top lists the employer's name,
address et cetera.
Mr. MCLENDON. That is right.
Mr. TAYLER. Well, my 'copy here bears neither the signature of Mr.

Baker nor the date. But I think the date can be established because
it would have to have been submitted either simultaneously with
or shortly aftOr he executed the subscription agreement for the unit,
and the subscription agreement is *slated November13, 1962. The usual
procedure was and still is to have the applicant for membership submit
the financial statement along with the subscription agreement.
- Mr. MCLENDON. And attached to the printed form, is there a state-
ment of liabilities and assets, Shflewing a net worth? •
Mr. TAYLER. That is correct.
Mr. MCLENDpN. Will you look at the summary of liabilities and net

worth, aritl'sfatewhether or nofit shows a total net worth of S1,003,587?
MT. TAYLER. That is correct. •
Mr.,McLENnoN. Mr. Chairman, and gentlemen of the committee, for

the record this document to which the witness has just referred is an
exact duplicate, of the financial statement introduced yesterday bear-
ing date February 5, 1962, filed by Mr. .Baker with the banks in
connectiori; with transactions testified to on yesterday. However,
this topy does not bear a date. But it is an exact duplicate of the
one, introduced ii evidence yesterday. This one is not signed, but is
attached to the fOrtn of the FHA which describes the person as an
officer of thel.T.S. Senate—does it not, Mr. Tayler ?
Mr. TAYLER. That is right.
Mr. MCLENDON. And lists annual salary as $19,263.
All right. Now, go on from there, Mr. Tayler, and tell us what

you found in the file.
Mr. TAYLER. Well, of course, the usual verifications of employment

and bank deposits. The financial- clerk of the Senate verified the
fact that Mr. Baker was secretary for the majority, and was receiving
salary, an annual salary of $19,611. The American Security & Trust
Co. reflected—reported, rather—that Baker's balance in his checking
account as of November 9, 1962, was $8,500; that is the figure that Mr.
Baker had given us in the application.
Mr. McLENDoN. Yes.
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Mr. TAYLER. I believe I have already referred to the subscription
agreement that he executed.
Mr. MCLENDON. Have you identified the occupancy agreement,

dated—I believe it is dated August 20, 1963 is it not?
Mr. TAYLER. Yes, sir. I think I had better explain that.
Mr. MeLENDoN. Yes, sir I wish you would.
Mr. TAYLER. At the time that Mr. Baker subscribed for and was

accepted for membership in the cooperative, River Park Mutual Homes
did not own the project. It was still under construction. And the
legal owner was River Park Investors, Inc., a subsidiary of the Reyn-
olds Metals Co.—Reynolds Aluminum.

Therefore occupancy, when it was allowed in these units prior to
August 20, 1963, the time when the cooperative took title to the
project—occupancy prior to that time was pursuant to a lease agree-
ment between the member and River Park Investors, Inc., or Reynolds
Aluminum, to be more specific.
And so when Mr. Baker took his unit, took occupancy, he executed

a lease dated November 19, 1962, for 308 N Street SW. And occupancy
until August 20, 1963, was under the lease.
Mr. MCLENDON. Is there anything in that lease dated November 19,

I believe, 1962, with respect to who the occupant would be?
Mr. TAYLER. If you will bear with me a minute 
Mr. MCLENDON. I call your attention to clause ( c) —small c in

parentheses—under paragraph 1, reciting the obligations. One of
them reads:
To use the premises for no unlawful purposes, but to occupy the same only as

a dwelling.

Mr. TAYLER. Yes sir. And the next clause, (d) , says:
Not to assign or sublet the premises without the landlord's written consent.

Mr. MCLENDON. Now, did you ascertain, as a result of your investi-
gation, who did actually occupy these premises?
Mr. TAYLER. At what time, though, Major?
Mr. MCLENDON. Well, last fall. You talked to Baker himself, did

you not?
Mr. TAYLER. Yes;  I did.
Mr. MCLENDON. As a result of your conversation with him, your

examination of the files, did you ascertain who actually occupied the
premises?
Mr. TAYLER. Yes. According to Mr. Baker the only occupants of

the premises were Miss Carole Tyler and Miss 
Baker,,

Alice Martin, al-
though at that time, in November, Miss Martin was no longer living
there.
(At this point, Senator Clark entered the hearing room.)
Mr. MCLENDON. November 1963?
Mr. TAYLER. Yes. But these two young ladies, according to Mr.

Baker, had been the only ones that had ever occupied the unit.
Mr. MCLENDON. Did you ask him what relation, if any, either of

them was to him?
Mr. TAYLER. Well, no I did not.
Mr. MCLENDON. Did you claim 
Mr. TAYLER. Well: let me put it this way. It was implicit in our

conversation that neither of these young ladies was a member of his
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immediate family. I did not ask him to confirm the fact that Miss
Tyler was his cousin, as he had indicated in his application for mem-
bership. As a matter of fact, the application for membership does not
even indicate the sex of the two persons who are listed as the occupants
of the house. It simply states—there is a place on the application form
which calls for family composition:

All persons to reside in the unit.

And under that, Mr. Baker put:
N. C. Tyler, cousin, age 23, administrative assistant, U.S. Senate. M. A. Mar-

tin, no relationship, age 22, secretary, U.S. Senate.

It is not apparent from the face of the application what the sexes
of the two persons are. But it was understood between me and Baker
very clearly that they were not members of his immediate family.
Mr. MCLENDON. What was the result of the conference between you

and Baker with respect to this controversy, about the use of the house?
Mr. TAYLER. Well, I have had more than one discussion.
Mr. MCLENDON. Well, I mean the overall result. What agreement,

if any, was arrived at?
Mr. TAYLER. Oh, yes. Mr. Baker took the position that we were—

we had no authority to terminate his membership and repossess the
unit.
Mr. MCLENDON. You are telling the conversation you personally

had with him?
Mr. TAYLER. That is right.
Mr. MCLENDON. GO ahead.
Senator Scorr. When was that?
Mr. TAYLER. The first conversation, sir, was in November of 1963.

The exact date I could get from referring to the file. But he called me.
Senator SCOTT. Would you give us the exact date?
Mr. TAYLER. I will have to look in my legal file for that. That was

November 21, 1963.
Senator Scow. Did you have other conversations with him?
Mr. TAYLER. Yes, I have. And I had one meeting in my office with

him subsequent to that date.
Senator Scow. What was the date of that?
Mr. TAYLER. The file indicates December 10, 1963. There was cor-

respondence between us, too, during this period of time. And there
have been several phone conversations since then.
Mr. MCLENDON. You were about to tell what conclusion and agree-

ment was finally reached as a result of your conversations with Baker.
Mr. TAYLER. Mr. Baker told me he did not want to give up the unit.

And that he wanted to allow Miss Tyler to continue to live there. That
he felt that he was within his rights to do so. I told him that the legal
position of the River Park Cooperative was that he had violated a
material provision of the occupancy agreement, and that if he did not
choose to bring himself into compliance with the agreement that we
were going to terminate his membership and take whatever action was
available to us under the bylaws.
This gets a little complicated, because under the bylaws we would

have the right—we would have the right to exercise one of two options
when we terminate a member for a default. The first option would
be to take back the unit and pay him only the amount of *his downpay-

40,
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ment, and we would not be permitted under the bylaws to pay him for
the value of the improvements that he had made to the unit. The
other option would be to sell the unit for his account, in effect, at a
price that would be determined by us, and to a buyer who would be
approved by us.
We never got to that point, though, because after we notified him

formally that we were terminating him, that is when he came to my
office, on December 10, and he said he didn't—he didn't feel that we
were in a legally sound position, that his attorneys had advised him
we could not do this. I reaffirmed the cooperative's position, that we
would go ahead and do it unless we could work something out.
The upshot of the meeting and the conference was that I agreed

with him and he agreed with me that the unit would be put up for
sale, that we would find a buyer for the unit, and when a buyer was
found we would take the unit from Mr. Baker, repurchase it from him
for the amount of his equity only, less certain charges, administrative
charges for handling the resale and attorney's fees—
Mr. MCLENDON. Do you recall what the amount of his equity was?
Mr. TAYLER. $1,600.
Mr. MCLENDON. Go ahead.
Mr. TAYLER. And since he had filed a statement with us to the effect

that he had spent $6,615 on 'certain improvements to the unit and fur-
nishings—I am not talking about furniture, but furnishings such as
carpets and drapes and light fixtures and so forth—I told him that
the cooperative was not disposed to pay him for any of those improve-
ments m furnishings because the amount was so substantial that it
might be difficult to find a buyer who would have that much in the way
of cash. There is no secondary financing arrangement in this
cooperative.
And so I said, "We will find a buyer, we will refer the prospective

buyer to you, you work out your own financial arrangements on the
$6,600 worth of improvements and furnishings—that is between you
and the buyer. If you tell me that you have arrived at a satisfactory
arrangement with the buyer, then we will go ahead and process his
application. But as far as the cooperative is concerned, we are going
to pay you $1,600 less certain charges. We are going to resell to the
buyer simultaneously for $1,600."
Mr. MCLENDON. What was the total claim that he filed for improve-

ments to the premises—$6,000 what?
Mr. TAYLER. $6,615.35, and he submitted an itemized statement.
Mr. MCLENDON. Do you have a copy of that, or do we have a copy

of it?
Mr. TAYLER. Yes, sir; I furnished that to Mr. Scott, pursuant to the

subpena. Incidentally, Major, I wish the record would show that I
am here pursuant to a subpena.
Mr. MCLENDON. Yes, sir.
Mr. TAYLER. To appear and produce the River Park membership

file on Mr. Baker and my legal file.
Sena tor CLARK. May I ask a question?
Mr. MCLENDON. Yes, sir.
Senator CLARK. You spoke of a Mr. Scott. Did he represent him-

self to you as an investigator for this committee?
Mr. TAYLER. That is right; yes.
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Senator CLARK. And was he your principal contact with this com-
mittee before you came here to testify?
Mr. TAYLER. He was my only contact with the committee before I

came here.
Senator CLARK. Thank you.
Mr. MCLENDON. You have a letter signed by Baker dated Decem-

ber 19, Mr. Tayler, addressed to you, in which he sets out his conten-
tion that the improvements are worth approximatley $6,500?
Mr. TAYLER. That is right; I have such a letter.
(The letter referred to was marked "Tayler Exhibit 3," and is as

follows:)

1.1,,,• • Tt -CEEK

:

TAYLER EXHIBIT 3

LAW C1FFIC ES

TI.TCK ER AND MAKFR Alts, :NA 01.1.1I

• ,,LAT W AT r:RCLF

WASHINGTON 6.

December 19, 1963

Honorable C. William Tayler

919 18th Street, N.W.
Washington, D. C.

Dear Mr. Tayler:

EASI FY S...t,11.1 CAROL INA

TII.EYHONE 5880

This letter is to authorize the negotiation for the sale of

308 N Street, S.W., Washington, D. C. with its improvements.

The house will be available to an approved purchaser by the

Cooperative subject to the making of an appointment with

Miss Tyler or myself to see the house. Both of us can be

reached during the day at CO 5-7003.

It is my understanding that the Cooperative would like for

me to enter into a separate contract with a new purchaser

for the improvements that have been made at 308 N Street,S.W.

The improvements are worth approximately $6500.

Based upon our telephone conversation yesterday, it is my

understanding that the Board will consider a continuation

of the present arrangement for the next sixty days. If the

Board approves my understanding, please notify me immediately.

My best wishes for a happy -holiday season.

Sincerely,

r

Robert G. Baker

RGB:t
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Mr. MCLENDON. Did he tell you whether these improvements were
all paid for by himself, or by Miss Tyler; do you recall?
Mr. TAYLER. We had some conversation about who was making

these payments, the monthly charges, the downpayment, and so forth.
To my best recollection, he told me that Miss Tyler had furnished the
money for the downpayment, and I believe he told me that she bor-
rowed the money from her brother—that would be the $1,600. I also
believe that he told me that Miss Tyler was making the monthly
payments. And I know that at least the checks recently have been.
Miss Tyler's checks.
Mr. MCLENDON. Whose checks were they prior?
Mr. TAYLOR. We have no record of that, because the office simply

credited Baker's account, and didn't keep a record of whose check it
was.
Mr. MCLENDON. I see.
Mr. TAYLER. I don't recall any conversation about whose money it

was that went to pay for the improvements.
Senator CLARK. May I ask a question?
When did you become aware that the checks were coming from Miss

Tyler?
Mr. TAYLER. I believe around the end of November. I have some-

thing in my file here; I could give you a very accurate and specific
answer.
Yes. It was December 2—I received a memorandum from the

then manager of River Park.
Senator CLARK. December 2, 1963?
Mr. TAYLER. December 2, 1963; yes.
Senator CLARK. Less than 2 months ago?
Mr. TAYLER. Yes. In which the manager advised me that they

were holding a check in the amount of $238—that is the monthly
charge—from Miss Carole Tyler to apply as rent payment for the
month of November, on 308 N Street, and asking what to do about it.
Because by that time, this matter had become well publicized,
Senator CLARK. What is the name of the manager?
Mr. TAYLER. The then manager was Mrs. Mary Dickson. She is

no longer with River Park.
Senator CLARK. Do you know where she is now?
Mr. TAYLER. I think she is working for the Greenbelt Housing Co-

operative in Greenbelt, Md.
Senator CLARK. How long prior to December had she been the

manager?
Mr. TAYLER. Not very long, sir. Probably not more than a few

weeks.
Senator CLARK. Who had been the manager prior to that?
Mr. TAYLER. Another employee of the FCH Co., Inc., which had

the management agreement with River Park. His name is Larry
Chkoreff, and he had been the manager for several months. Prior to
that, it was Mr. Edward Burgoon, who is vice president of the FCH
Co.
Senator CLARK. Do you know where Mr. Chkoreff is now?
Mr. TAYLER. Mr. Chkoreff is in Stamford, Conn., which is head-

quarters of the FCH Co.
Senator CLARK. Do you know where the predecessor manager is

now?
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Mr. TAYLER. Mr. Burgoon—he runs the Washington office of FCH
at 1001 15th Street NW., and he is still here.
Senator CLARK. Now, would Mr. Burgoon, Mr. Chkoreff, and Mrs.

Dickson, would they, in the course of their ordinary duties, receive
these checks for the monthly payments on the Baker apartment?
Mr. TAYLER. Yes. But I am not so sure they would handle them

personally. The actual handling of the checks would probably have
been accomplished by one of the office girls.
Senator CLARK. But at least that lady and those gentlemen would

be able to tell us who had handled those checks and might perhaps
recollect whose checks they were?
Mr. TAYLER. Possibly. There are 518 units, Senator.
Senator CLARK. Yes. But this is a rather notorious one.
Mr. TAYLER. Not before October of 1963, though, sir.
Mr. MCLENDON. Mr. Tayler, now will you summarize the status of

the property at this time, as a result of your agreement with Mr.
Baker?
Mr. TAYLOR. The house is still up for sale.
Mr. MCLENDON. Does he have under the agreement a period within

which he may make the sale?
Mr. TAYLER. Well, of course originally when I arrived at this settle-

ment agreement with him I told him that we had a long waiting list
for these houses, and that I did not think we would have any trouble
finding prospective buyers. So we undertook to find a buyer. We
agreed that there was a deadline of March 1 on this. If by March 1
the unit is not transferred, then we will go ahead and take the usual
termination action, and the board will exercise either one of the two
options I mentioned to you, which might result in Mr. Baker losing a
very substantial part of his investment in the improvements.
Last week, or quite recently, it became apparent that ,we were having

trouble selling the house because the buyers were not interested in
taking the rather elaborate and extravagant furnishings.
Mr. MoLENDON. Have you seen the house yourself?
Mr. TAYLER. I have not been inside the house, I am glad to say.
Mr. MCLENDON. Go ahead.
Mr. TAYLER.. We had a buyer. He made his deposit. He then told

me that he was not interested in purchasing all of the improvements
and furnishings because they were too elaborate. He made reference
to lavender wall-to-wall carpeting and French wallpaper, which is
hardly suitable for a man who has a family. This is a four-bedroom,
two-bath house, and usually it is a man with a family who moves into
it. Whereupon, I asked the manager if there were other prospects,
and he said they all balk at the same thing, all of these furnishings.
And that very same day I had received a telegram from Mr. Baker

complaining that the prospective buyer, whose name had been fur-
nished to him, had never contacted him, and threatening to sue me
and the cooperative if the prospective buyer did not commence nego-
tiations by the following Friday. I think that was the Friday before
last. No; it was last Friday.
Then I called Mr. Baker and told him that .we were having diffi-

culty—we had to give the man his money back because he didn't want
to pay Mr. Baker for the improvements. And Mr. Baker advised me
that he had many friends who he thought would be interested in buy-
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ing the house, and it was left that way—that he will now furnish us

with the prospective buyer.
Mr. MCLENDON. A final question, Mr. Tayler. Approximately what

was the value of this property to the River Park Mutual Homes, Inc.,

when they acquired it?
Mr. TAYLER. That is a difficult question to answer.
Mr. MCLENDON. I understand it was part of a large piece of prop-

erty, many houses. But can you give the committee some benefit of
your opinion about it?
Mr. TAYLER. I think I can explain that. I hope I do it correctly.

As I explained, there is a blanket mortgage on the entire project of
$9,200,000. Each unit in the project—apartment or townhouse—has
an assigned arbitrary valuation placed on it. It is really an artificial
figure.
Mr. MCLENDON. Why do you say arbitrary? What do you mean by

that?
Mr. TAYLER. I don't really think it reflects the true market value of

the unit. It simply is a value assigned to the' unit to indicate what
portion of the mortgage this particular unit is going to bear. Now,
the assigned valuation of this unit is $28,880. That covers that par-
ticular unit. But I believe if it were sold on the open market, it would
bring much more than that.
Mr. MCLENDON. More than that?
Mr. TAYLER. I believe so.
Mr. MCLENDON. Could you give the committee the benefit of your

opinion as to how much more it would bring?
Mr. TAYLER. I don't have any figure in mind, sir.
Senator CLARK. Have there been any sales of like properties under

and subject to the mortgage?
Mr. TAYLER. We have not yet allowed any free resale on the open

market, so that there hasn't been any fair market value established for
any of these units.

Senator CLARK. But in terms of your own internal operations with-
in the cooperative, have any of these units been transferred for value?
Mr. TAYLER. That is right; and they have been transferred for the

original downpayment, and no profit or no appreciation of the value
of the unit has been 

Senator CLARK. Does the original downpayment reflect in any way
the arbitrary cost allotted to these units?
Mr. TAYLER. Yes; it does.
Senator CLARK. So that those transfers would be of no assistance to

the committee in trying to determine the fair value of the Baker unit?
Mr. TAYLER. I don't believe it would be of any assistance in deter-

mining fair market value; no.
Senator CLARK. You are not able to give us any help about the fair

market value, except that you think it is more than $28,000?
Mr. TAYLER. That is all I can do for you; yes.
Senator CLARK. You cannot even give us an educated guess as to how

much more?
Mr. TAYLER. No; I am sorry,; I cannot.
Mr. MCLENDON. One further question, Mr. Tayler. You may have

answered this. Of the $6,500 improvements claimed by Baker, did he
tell you how much of that was paid for by Miss Tyler and how much
was paid for by himself?
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Mr. TAYLER. No; he did not.
Mr. McLENDoN. Didn't make any representation about that?
Mr. TAYLER. No, sir; but he has told me, "I would like to get my

money out," or most of it out. He has used that expression.
Mr. MCLENDON. You construed that to mean it was his money, I

assume.
Mr. TAYLER. Well, I don't know what that means.
Mr. MCLENDON. I see. All right.

• Mr. TAYLER. Because he told me he only acquired the unit to help
out Miss Tyler, to get a place to live, a nice place to live.
Mr. MCLENDON. He told you he had acquired it for the purpose of

acquiring a nice place for Miss Tyler to live?
Mr. TAYLER. As a favor to her. And I think it was in the context

of that conversation that he told me that she had furnished the down-
payment and had borrowed the money from her brother.
Mr. MCLENDON. I see.
Senator CLARK. If it were not for these luxurious furnishings, would

you anticipate any difficulty in disposing of this townhouse?
Mr. TAYLER. We would have sold it long before now. As soon as

we put it on the block.
Senator CLARK. For how much?
Mr. TAYLER. For the $1,600 downpayment.
Senator CLARK. Well, what does the $1,600 downpayment reflect in

terms of the value to you of the townhouse? That is an equity repre-
sented in an overall value of what?
Mr. TAYLER. The overall value of the project.
Senator CLARK. Well, now, does this mean $28,000-plus?
Mr. TAYLER. I believe it bears a relation to that. But I think it

has something else to do with the fact that there is a 97-percent mort-
gage on it, and there was very little required by the cooperative in
the way of a downpayment in order to purchase this property. But
I think the FHA people could probably explain that better than I can.

Senator CLARK. This project was FHA?
Mr. TAYLER. It is—the mortgage is FHA insured.
(At this point, Senator Cannon entered the hearing room.)
Mr. TAYLER. And we have a regulatory agreement with FHA. It is

a device whereby they sort of ride herd on the operations of the co-
operative and make certain it is on a sound basis.
Senator CLARK. After the downpayment, what are the monthly pay-

ments?
Mr. TAYLER. On this particular unit?
Senator CLARK. Yes.
Mr. TAYLER. The payments are $219, plus $16 a month for heating

and air conditioning, plus $3 a month for parking—that is $238.
Senator CLARK. For how long?
Mr. TAYLER. A month.
Senator CLARK. Yes—but for how long; a hundred years, 50 years,

25 years?
Mr. TAYLER. As I explained, the occupancy agreement is for a

period of 3 years, automatically renewable at the end of each 3-year
period, unless the member withdraws.

• Senator CLARK. But the member never gets the townhouse' free and
clear of the mortgage?
Mr. TAYLER. No; then some of the utilities 

p.
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Senator CLARK. Never? There must be a maturity date on the
FHA mortgage.
Mr. TAYLER. Well, there would be a time when the member would

no longer be paying—well, I guess perhaps you have stated it accu-
rately and I am wrong. There would come a time at the end of 40
years when the member would no longer be paying any share of the
mortgage.
Senator CLARK. Let me put it this way 
Mr. TAYLER. To service the debt.
Senator CLARK. What is the maturity date of the big mortgage

insured by the FHA?
Mr. TAYLER. It would be 40 years from 1963.
Senator CLARK. So that in 1973, if everybody made their pay-

ments 
Mr. TAYLER. Forty years, sir, from 1963.
Senator CLARK. In the year 2003, if everybody Made their pay-

ments, the mortgage would be satisfied and paid off is that right?
Mr. TAYLER. As I understand it; yes.
Senator CLARK. Well, you consider the useful life of the houses

to be at least 40 years, don't you?
Mr. TAYLER. I hope SO.
Senator CLARK. Well, the FHA has made a pretty bad mistake

if they are not.
Mr. TAYLER. I would like to also add that in the townhouses you

have to pay for your own electricity, which is metered individually,
and that runs $15 to $20 a month.
Senator CLARK. Thank you.
Mr. MCLENDON. Just one further question. The $1,600 to which

you refer is explained by the provisions of the occupancy agreement
which recites that the member has -mid the corporation a downpay-
ment of $1,100. He has also paid 8.500 as subscription price for his
membership—making a total of $1,600.
Mr. TAYLER. That is correct yes.
The CHAIRMAN. Senator Cooper?
Senator COOPER. Do I understand that the nature of the property

right of the occupant of the unit is that after, the mortgage is paid
off on the entire building, then he becomes an owner of his unit, sub-
ject to the rules of the cooperative?
Mr. TAYLER. No; it only means that he would no longer 
Senator COOPER. What is the nature of his rights in the unit?
Mr. TAYLER. His relationship with the cooperative would not be

altered, as I understand it. He would still be simply a member of
the cooperative, with a vested occupancy right in this unit. But his
monthly payments would be reduced, because he would no longer be
paying his share of the amortization of the mortgage, the interest on
the mortgage.

Senator COOPER. I believe you have stated that the regulation that
an applicant may not sublease the unit, or permit anyone else to occupy
it other than himself and his immediate family, is a regulation of the
FHA.
Mr. TAYLER. I don't know whether that is an FHA regulation. But

it is a provision of the occupancy agreement that each member must
sign.

27-211-64—pt. 9-10
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Senator COOPER. Does this provision require that at the time an

application is made the applicant must agree that he will not sublease

it, or permit anyone else to occupy it except himself and members of

his own family? Is that a condition to the agreement?
Mr. TAYLER. That is specifically set forth in the agreement, the oc-

cupancy agreement—that a member cannot sublet without the permis-

sion of the corporation.
Senator COOPER. And the .applicant must sign that agreement?

Mr. TAYLER. That is right. Mr. Baker signed it.
Mr. Coop. Are those conditions contained in the agreement?

Mr. TAYLER. Yes;  they are, sir.
Senator COOPER. And does the application of Mr. Baker show that

those conditions were contained in the agreement which he signed?

Mr. TAYLER. Well, the agreement he signed contains such a provi-

sion; yes.
Senator COOPER. What?
Mr. TAYLER. The agreement which he signed contains that pro-

vision; yes.
Senator COOPER. It is actually in the agreement?
Mr. TAYLER. Yes, sir. If you have the occupancy agreement, it is

on page 3, at the top, article 7, Senator.
Senator COOPER. The application which refers to Miss Tyler—does

it refer to her in any way which indicates she would be an occupant
of the property?
Mr. TAYLER. Yes. The Baker application does indicate that Miss

Tyler—that N. C. Tyler and M. A. Martin would occupy the unit.
And there was no request for permission to sublet; there never has been
any such request.
Senator COOPER. But it did state they would occupy the unit?
Mr. TAYLER. Yes.
Senator COOPER. And who approved the application?
Mr. TAYLER. The application was handled on behalf of River Park

Mutual Homes by the firm that was acting at that time as the sales
agent and managing agent of the cooperative—the cooperative was
still in the process of organizing and selling its memberships—FCH
Co. Inc.
Senator COOPER. May I ask, then, why the occupancy agreement

would be accepted by the River Park Mutual Homes, Inc., if it ap-
peared in the application that persons other than Mr. Baker or his
immediate family would be the occupants?
• Mr. TAYLER. Well, I think I can explain that—although at the
time the occupancy agreement was executed on behalf of the corpora-
tion it was done by my predecessor. I was not the president of the
corporation at the time. But I understand that at the time the co-
operative took title in August, there were over 500 of these occupancy
agreements to be signed by the then president, and I think I can state
with accuracy that he did not look in the membership file of every one
of these persons. He was relying on the managing agent, the FCH
Co., to furnish him only occupancy agreements which should be exe-
cuted by him. And I also understand that a complete list of the mem-
bership had previously been approved by FHA. So that Mr. Folken,
:who was then president of River Park Mutual Homes was relying on
the fact that FHA had approved the membership of Mr. Baker. And



FINANCIAL INTERESTS OF SENATE OFFICERS OR EMPLOYEES 899

there was nothing in what was presented to Mr. Folken to indicate
there was any irregularity.

Senator COOPER. Well, was Mr. Baker's application presented to
him?
Mr. TAYLER. The application would have been 9 or 10 months pre-

vious to that.
Senator COOPER. This is a two-sided agreement?
Mr. TAYLER. Yes, sir.
Senator COOPER. On the one hand, an applicant agrees, according to

these conditions, that he will not sublease the unit or permit anyone
else to occupy it. On the other hand, it is the corporation itself which
makes these conditions; and therefore, the corporation would not enter
into an agreement if it appears that anyone else is going to occupy the
unit. Isn't that correct?
Mr. TAYLER. Well, I believe that the corporation should not allow

a member to sublet his unit unless the board of directors has given
permission;_ yes.

Senator COOPER. That is an entirely different thing. I think we
must have this situation correctly stated. Is it a condition to an
agreement that the person who is to take the unit must agree, accord-
ing to the conditions which are attached, that he will not sublet the
unit or permit anyone else to occupy it?
Mr. TAYLER. That is specifically set forth in the occupancy agree-

ment. But the occupancy agreement was not signed at the time of the
application back in November of 1962.
Senator COOPER. What?
Mr. TAYLER. I think the trouble arises here because the occupancy

agreement was not executed at the time Mr. Baker made his applica-
tion. What he would have executed then is the lease—because the
cooperative did not hold title to the project. The occupancy agree-
ments were all executed much later.
Senator COOPER. You are looking at this transaction after it oc-

curred; I understand that you didn't have anything to do with it.
You just reviewed the application. Is that correct?
Mr. TAYLER. That is right.
Senator COOPER. But you have testified that Mr. Baker did make

an application in which he said that Miss Tyler and Miss Martin would
occupy this unit; is that correct?
Mr. TAYLER. That is right.
Senator COOPER. And then after that application was made, the cor-

poration entered into an agreement with him for the occupancy of the
unit?
Mr. TAYLER. That is right—in August of 1963.
Senator COOPER. Did they know at that time that these two persons

had been named as the occupants of the unit?
Mr. TAYLER. Well, when you say "they" if you are referring to the

then 
Senator COOPER. Whoever was responsible.
Mr. TAYLER. Did the managing agent know at the time? Is that

what you are asking, sir?
Senator COOPER. Yes.
Mr. TAYLER. I don't know what the managing agent knew at the

time.

4
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Senator COOPER. Well, the paper was there, wasn't it? The appli-
cation was there.
Mr. TAYLER. Perhaps I can clear this up by referring to a conversa-

tion I had the other day with Mr. Burgoon, who was the vice president
of FCH Co., which was the managing and. sales agent. I asked him
how come this application was accepted in the first place, because it
clearly indicates that Mr. Baker is not going to live in the unit. And
that two 

persons, 
as I say, whose sexes are not indicated in the appli-

cation, are going to occupy it, and they are not members of his immedi-
ate family.
He said that at the time the application was taken from Mr. Baker,

which would have been back in November of 1962, the face of the ap-
plication did raise a question in his mind. It had actually been taken
by one of his subordinates, but it came to his attention, and he con-
sulted with his headquarters in Stamford, Conn., and was advised to
leave that up to FHA, send it on to the FHA local insuring office,
which had to approve these applications, and if they don't think it is
right, let them bounce it back to you. Apparently FHA had returned
some—according to Mr. Burgoon—had returned some applications,
because it wasn't clear who was going to live in the unit, or some unau-
thorized persons would be living in the unit. This is what Mr. Bur-
goon told me the other day. Does that clear it up?

Senator COOPER. I think what you have just said is an extension of
what you testified to before. Then it is correct that at the time this
townhouse entered into an occupancy agreement with Mr. Baker, they
knew he had filed an application stating that persons other than him-
self and his immediate family would occupy the unit. Is that correct?
Mr. TAYLER. I would say that this was apparent from the face of the

application.
Senator COOPER. Would you repeat your answer?
Mr. TAYLER. I say this was apparent from the face of the applica-

tion.
Senator COOPER. The townhouse did not make a decision as to

whether or not he had met the terms of the regulation?
Mr. TAYLER. I am sorry, I didn't catch all of that.
Senator COOPER. You just said that according to your conversation

with the man who had made the agreement, he knew about this applica-
tion. He knew that Mr. Baker had stated that these two young ladies
were going to occupy the apartment. It was called to his notice, and
it was then referred to the president of the corporation.
Mr. TAYLER. No. He referred, or he consulted his superior in the

FCH Co. Their headquarters is in Stamford, Conn. He didn't tell
me he consulted any member of the cooperative, or any member of the
cooperative's board of directors.

Senator COOPER. Who is this man with whom he consulted? He
had some notice that there might be a breach of the regulations. Now,
with whom did he consult?
Mr. TAYLER. He didn't tell me. He just said he called Stamford.
Senator COOPER. Who did he call?
Mr. TAYLER. He didn't tell me who he contacted. He just said, "I

called Stamford, FCH headquarters, and they told me to send it
to FHA."

Senator COOPER. What has Stamford got to do with this corpora-
tion?
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Mr. TAYLER. In Stamford is the headquarters of the FCH Co.,
which was the managing agent and sales agent for the cooperative.
He didn't consult any official of River Park Mutual Homes.
Senator COOPER. But he consulted some superior to ask him what

he should do about an application which, on its face, caused him to
question whether or not it was according to the regulations.
Mr. TAYLER. That is right.
Senator COOPER. And what did this man tell him to do?
Mr. TAYLER. Well, whoever he talked to up in Stamford, according

to Mr. Burgoon, said go ahead and send it on to FHA, and if they
think there is anything wrong they will reject it—"Don't take the
burden of the decision on yourself," in effect.
Senator COOPER. Did he say whether or not he did send it on to

FHA?
Mr. TAYLER. Yes. And there is a copy of the letter in the file here

written by FCH, the managing agent, to Mr. Baker, advising him that
FHA has approved his application. I think that letter is dated some-
time—it is dated December 16, 1962.
(At this point, Senator Pell entered the hearing room.)
Mr. TAYLER. And it is over Mr. Burgoon's signature. Mr. Burgoon

was not an employee of the River Park Mutual Homes. I think that
is where you may have some misunderstanding. He is the vice presi-
dent of the FCH Co. which managed River Park, and which was selling
the units on behalf of River Park.

Senator CLARK. May I ask a question?
Senator COOPER. Just a minute. Suppose an application is made—

and that has to be done prior to an occupancy agreement. Who makes
the decision as to whether or not the application meets the conditions
and regulations which are imposed by the corporation?
Mr. TAYLER. Since the cooperative took title in August of 1963, it

would be the board of directors of River Park Mutual Homes, Inc.
Senator COOPER. At the time this agreement was made, had the co-

operative taken title?
Mr. TAYLER. At the time that the occupancy agreements were signed

for those members who were already in residence, the cooperative had
not yet taken title.
Senator COOPER. Well at that point, then, whose duty was it to pass

upon the application as to whether or not it met the conditions im-
posed?
Mr. TAYLER. It would be the duty of Mr. Burgoon as the chief

official of the firm with whom we had the managing and sales agree-
ment. And then it would have—it had to be forwarded to FHA local
insuring office for approval.
Senator COOPER. Then Mr. Burgoon had the personal responsibility

to determine whether or not the application of Mr. Baker was con-
forming with the regulations?
Mr. TAYLER. That is right. And there was no procedure whereby

any of these applications, these pretitling applications, were submitted
to the board of directors of the cooperative.
Senator COOPER. I understand that. You said the board of direc-

tors did not have title at the time this agreement was entered into.
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But I think you have said now that Mr. Burgoon at that time had
the responsibility of deciding whether or not all conditions had been
met.
Mr. TAYLER. That is correct.
Senator COOPER. And you stated that he knew, according to his own

statement, that the application of Mr. Baker indicated that one of the
conditions would not be met, or might not be met.
Mr. TAYLER. That is correct.
Senator COOPER. And he was unwilling to take the responsibility of

making a determination, and he passed it on to the FHA.
Mr. TAYLER. ; to FCH.
Senator COOPER. To who?
Mr. TAYLER. FCH Co., in Stamford, Conn.
Senator COOPER. And then FCH would not make the determination

and advised him to let the decision be made by FHA; is that correct?
Mr. TAYLER. That is correct.
Senator COOPER. It was the FHA, then, which finally determined

that the application of Mr. Baker was all right?
Mr. TAYLER. Well, yes. But I think that simply by virtue of for-

warding the application to FHA, Mr. Burgoon, and his firm, the FCH,
were in effect, or impliedly approving it, because they were not sup-
posed to forward any application for FHA approval if they didn't
feel that it was in order and should be accepted.
Senator COOPER. Well then, would you say that Mr. Burgoon had

approved the application, which on its face showed that one condition
was not being met.
Mr. TAYLER. I would say that the FCH Co. impliedly approved it;

yes.
Senator COOPER. What?
Mr. TAYLER. The FCH Co. impliedly approved it before forward-

ing it to FHA.
Senator COOPER. Was your action later, asking Baker that the prop-

erty be sold, based upon the fact that a. regulation had not been ob-
served by him?
Mr. TAYLER. It was based on our contention that Mr. Baker had

violated the provision of the occupancy agreement requiring him to
use it as his personal residence. And it was my position as counsel to
•the cooperative that, regardless of what was in the application for
membership which preceded the execution of the occupancy agree-
ment, it , was the occupancy agreement which was .binding and con-
trolling in this matter.

Senator CLARK. May I ask a question?
Mr. Tayler, do you know who conducted the negotiations first with

Mr. Jernigan and later with Mr. Baker for the sale of this house in
the fall of 1962?
Mr. TAYLER. I believe that I can give you two of the names. As I

indicated earlier, there is a handwritten memo in the file signed by
Mrs. Mary Dickson, indicating that she had a conversation with Mr.
Jernigan in which he said he wanted to transfer the unit to Mr. Baker.
That would be October 29, 1962. According to the FCH Co., which
made a report to me when I was investigating this matter last fall, it
was another of their employees who actually accepted the applica-
tion initially from Mr. Baker: That was Mr. Bruce Bowman.
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Senator CLARK. I have before me a handwritten memorandum,
photostated, in the file, which is unsigned, but is dated October 29,
1962, which says—I can't read it very well:

W. A. Jernigan will send in wire transferring his unit to Baker, partner.

Mr. Baker originally paid $105, but receipt issued to Jernigan. Wants to occupy

as soon as possible.

Is that the memorandum from Mrs. Dickson to which you referred?
(The memorandum referred to will be found on p. 887.)
Mr. TAYLER. That is the one I referred to which I believe is in her

handwriting. I have not verified this with Mrs; Dickson.
Senator CLARK. Are you familiar with Mrs. Dickson's handwriting?
Mr. TAYLER. Yes.
Senator CLARK. Thank you.
Senator Scow. On that point 
Senator CLARK. Let me correct the record. I read "unit" and I

should have read "int," or interest.
Senator Scow. Could you tell us something more about who Mr.

Jernigan is—where is he from, what did you know about Mr. Jernigan?
Mr. TAYLER. I have no knowledge of the identity of Mr. Jernigan,

other than what is reflected in this file. And the only thing in the file
that he signed was a subscription agreement to which I have already
referred, and an application for a parking space.
Senator Scow. Do you know where he comes from? Does he give

an address?
Mr. TAYLER. Yes. I think I mentioned this earlier.
Senator Scow. I didn't catch it.
Mr. TAYLER. 1730 K Street NW., suite 308, Washington, D.C. Now,

the file, Senator, does not contain any application for membership or
financial statement from Mr. Jernigan.

Senator Scow. May I proceed, Mr. Chairman?
Are you through, Senator Clark?
Senator CLARK. Yes; I am through.
The CHAIRMAN. Yes; you may proceed.
Senator SCOTT. Mr. Tayler, do you have an itemized schedule of the

furnishings and improvements on this unit?
Mr. TAYLER. Yes • I do.
Senator Scow. ould you read that into the record?
Mr. TAYLER. Senator, I have here before me a form on which mem-

bers of River Park .Cooperative are asked to report the.ixnproyernents
that they have made to their individual units and to give the cost of
such improvements. This form was submitted to the cooperative as a
result of my conversation on the telephone with Mr. Baker on Novem-
ber 21. He was unaware that there was such a form. I indicated to
him that he had better file it, because the deadline was fast approach-
ing.
Now, on his attachments to the form, he heads it:

Improvements on 308 N Street SW. Carpet, finest grade wool carpeting, wall-

to-wall throughout entire house, cost $2,130.10. Basement made into family

room, Philippine mahogany paneling, enclose staircase. Carpet entry, $650;

vinyl floors, $112.25. Installation of vinyl floors, $29. Supplies, $410. Carpet-

ing down stairway, $89.

Bringing a total cost of the basement improvement to $1,290.25.

Papering, painting in living room, dining room, bathroom, bedrooms, stair-

ways, cost $520. Draperies made to order for third floor, cost $320. Draperies
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made to order for other rooms in house, cost $800. Dishwasher, Hotpoint, new-
est model, cost $250. Washer and drier in basement and installation, cost, $455.
Patio, shrubbery, and landscaping, cost $450. Light fixtures with installation,
cost, $400.

He gives no total. But I had it run off on the tape in my office. It
is $6,615.35.
Senator Scorr. Now, that memo doesn't show from what dealers

these various items were purchased, I take it?
Mr. TAYLER. No it does not.
Senator Scow. But you have earlier referred to the fact that Baker

claimed that the $6,500 improvements were made by him, Baker, say-
ing that he had all this money invested in it. Is that right?
Mr. TAYLER. I am not so sure that is altogether accurate. I—he

did not tell me who had furnished the money for these improvements.
But in my conversations with him, he has made reference to "I would
like to get my money back, or at least a substantial part of it," on the
improvements.

Senator Scorn On the improvements?
Mr. TAYLER. Yes. Because no matter what happens, we are going

to give him back his $1,600 downpayment when we take the unit from
him.
Senator Scow. He would also like to have the money back on the

draperies and the other things that are in the home?
Mr. TAYLER. That is right.
Senator Scorr. It is not his home, but in the house?
Mr. TAYLER. That is right.
Senator SCOTT. Those improvements are still there?
Mr. TAYLER. As far as I know. The last prospective buyer who

looked at the house reported that these things were there. That was
quite recently.
Senator SCOTT. What is there about the furnishings which seems

to prevent resale of the unit?
Mr. TAYLER. Well, I can only report what the prospective buyer I

dealt with last week told me, and what the manager tells me other
prospective buyers have told him. I have not been inside the unit,
as I said. But—I would like to preface this by again saying this type
of unit, with four bedrooms and two baths, is essentially a family unit.
And the prospective buyer I talked to, the man who had made the
deposit on the house, and to whom I returned it last week, said he
didn't want all that fancy French wallpaper. And I understand the
wall-to-wall carpeting is lavender.
Senator SCOTT. When was the last conversation you had with Mr.

Baker?
Mr. TAYLER. That would have been last week, Senator. I have a

memo in my file, in the legal file, which indicates it was the 16th of
January.

Senator SCOTT. What occurred in the course of that conversation?
Mr. TAYLER. I called Mr. Baker because he had sent me a telegram

on the preceding day complaining that Mr. that the buyer, the
one who had made the deposit, had never contacted him to work out
the arrangements for purchase of the improvements. And he went
on to say if negotiations are not commenced by Friday—that would
have been 2 or 3 days later—"appropriate legal action against you
and the cooperative will be instituted immediately."
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When I found out this man had never called Mr. Baker, I inquired,
and I talked to the man, and he told me he didn't want to buy all the
furnishings in the house. I told him that it was our arrangement
with Baker that we would at least try to find a buyer who would
purchase at least some of the furnishings. And that if he could not
arrive at an understanding with Baker on that, we would have to dis-
qualify him. Of course, this arrangement is only in effect until
March 1.
So I called Mr. Baker to advise him that this prospective buyer

had withdrawn, and we had refunded his deposit. And in the course
of the conversation, I told him that it did not appear likely we were t
going to find a buyer, because of the problem with the improvements.
And he said, "Well, I have friends who are interested in purchasing
the house, and I will find if any of them want it, and I will refer
them to you."
I also asked him what he meant by threatening to sue the coopera-

tive in the telegram—since it had been our intention if anybody was
going to sue anybody, we were going to sue him eventually. And he
reported to me that he had had some legal advice to the effect that we
were not in a sound legal position and that he would seek an injunc-
tion against us from dispossessing Miss Tyler if we were unable to,
sell the house under this settlement agreement that we are currently
under.
Senator Scow. Did he mention that he was going to refer you to

his counsel, or was acting under advice of counsel, or 'anything of that
sort?
Mr. TAYLER. Well, he has made reference to counsel in previous con-

versations. In this particular conversation, he said that he had had
dinner with a judge who advised him that we were wrong about this.
And I told him I hoped it wasn't the judge in the landlori and tenant
court. He said it wasn't.
Senator Scow. That is the least expensive kind of advice to get,

isn't it—to go to a judge instead of an attorney?
Mr. TAYLER. He didn't identify the judge.
Senator Scow. Kind of shortcutting the bar?
Mr. TAYLER. Being a lawyer in private practice, I can appreciate

that; yes.
Senator Scow. Do you know who the directors are of the FCH Co.?'
Mr. TAYLER. Well, I don't know who the directors are; no, sir.
Senator Scorr. Do you know any of the officers of the FCH Co.?
Mr. TAYLER. Yes.
Senator Scow. Who is the president?
Mr. TAYLER. Roger Wilcox. ,
Senator Scow. Where is he from?
Mr. TAYLER. He is in the headquarters of FCH, 322 Main Street,

Stamford, Conn.
Senator Scorr. Do you know who is chairman of the board—do

you happen to know the names of any of the directors at all?
TAYLER. No • I don't.

Senator Scorr. Did Mr. Baker make any other threats to you at
any time?
Mr. TAYLER. Well, I don't know that I would characterize that as

a threat, Senator. Until we arrived at this settlement agreement in

A
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my office, he had stoutly and steadfastly maintained there was nothing

wrong with having Miss Tyler and Miss Martin in the house, either

morally or legally. That legally he had made it very clear in his

application that he was not going to reside in it, nor were any mem-

bers of his immediate family.
Senator Scorr. I was restricting the question to whether or not any

threats had been made to you, or something said that you could imply

as a threat.
Mr. TAYLER. Well, no, sir. I am not sure what you mean by a threat.

Senator .SCOTT. Well, I mean any threat to take any action other

than What:pill-lave told us.
Mr. TAYLER. Oh, no.
Senator Scorr. No other?
Mr. TAYLER. No.
Senator Scorn And you don't have any trouble getting in touch

with Mr. Baker, do you?
Mr. TAYLER. o, sir.
Senator Scow. Now, may I just ask you a matter of your opinion

here? Is it your judgment that if the FHA had known Mr. Baker

was not to occupy the townhouse himself, nor was any relative of his
to occupy it—is it your judgment that they would still have approved

the loan?
Mr. TAYLER. Well, Senator, I don't wish to be evasive, but I cannot

speak for FHA.
Senator Scow. Obviously. Within your regulations, would they be

out of line in approving the loan under those circumstances? If Baker
were not to occupy it, nor any relative of his were to occupy it?
Mr. TAYLER. Well, let me answer your question in this way: In my

opinion, the application should not have been accepted in the form
in which it was accepted, and should never have been forwarded to
FHA, and once it got there it should never have been approved.
Senator Scow. That is what I am getting at. I notice that the rent,

of approximately $230 a month—it may have been. $235 or $238—but
approximately $230 a month, over a 40-year i)eriod, would be $110,400.
And if you do your own multiplying—this is the figure I get—multiply
$230 by 12, and multiply the total by 40. And at the end of the pay-
ment of $110,400—
Mr. TAYLER. Most of that, though, Senator—I think I can straighten

you out here.
Senator Scow. I was going to say at the end of that would the appli-

cant own the unit? That is what I was asking.
Mr. TAYLER. He would not have legal title to the unit. As I un-

derstand it—and this is somewhat complicated—at that time, he would
no longer be paying any share of amortization and interest on the
mortgage. But a substantial portion of that $238 is for maintenance
and administrative costs. It is not all going toward the mortgage.
Senator SCOTT. It doesn't all go to the mortgage?
Mr. TAYLER. No. For taxes and maintenance.
Senator Scorr. I think that is all.
The CHAIRMAN. Senator Cooper, did you have any further ques-

tions?
Senator COOPER. No.
The CHAIRMAN. Senator Cannon?
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Senator CANNON. Is there a provision for reassignment during any
period of the life of the agreement?
Mr. TAYLER. You mean reassignment of the occupancy agreement.?
Senator CANNON. Yes.
Mr. TAYLER. No. The occupancy rights to the unit cannot be reas-

signed. But if a member wishes to leave, to withdraw, move some-
place else, the cooperative has a 30-day option to purchase the unit.
And if it doesn't exercise that option the member is free to sell on
the open market to a buyer approved by the cooperative. Present
policy of the cooperative, at least at this time, is to exercise the option
in every case.
Senator CANNON. Then the co-op resells after they have exercised

the option ?
Mr. TAYLER. That is correct.
Senator CANNON. I am not clear on this 40-year period. At the

end of the 40-year term, does the co-op then have the full title, the
clear title, or does the individual have the title?
Mr. TAYLER. The legal title always remains with the cooperative.

It never vests in the member. The member is like a stockholder in
a corporation. He gets a membership certificate, for which he pays
$500.

, Senator CANNON But he never gets actual title to the property as
such?
Mr. TAYLER. That is right.
Senator CANNON. Even when the title is free and clear from the

FHA obligation?
Mr. TAYLER. It is sort of a cross between being a fee owner and a

tenant, and a very complicated one, too.
Senator CANNON. Thank you, sir.
The CHAIRMAN. Senator Pell?
Senator PELL. No questions.
Mr. MCLENDON. Mr. Tayler, will you refer to the occupancy agree-

ment here? Do you have a copy of it there?
Mr. TAYLER. Yes; I do.
Mr. MCLENDON. To avoid the necessity of putting this long docu-

ment in the record, would you mind reading article 5, the first para-
graph under article 5, which is headed, "Premises To Be Used for
Residential Purposes Only"?
Mr. TAYLER. You wish meto read the entire article ?
Mr. MCLENDON. Just the first paragraph.
The CHAIRMAN. Mr. Tayler, may I inject this into the question that

counsel has asked? If you read that one paragraph there, it will be
sufficient. But I will order this entire transcript be inserted in the
record after your testimony, so that it will be available. It will be
furnished to the reporter.
Mr. TAYLER (reading) :
Article 5. Premises to be used for residential purposes only.
The member shall occupy the dwelling unit covered by this agreement as a

private dwelling for himself or for himself and his immediate family, and for
no other purpose, and may enjoy the use in common with the other members of
the corporation of all community property and facilities of the project so long
as he continues to own a membership of the corporation, occupies his dwelling
unit, and abides by the terms of this agreement.

(The document referred to was marked "Tayler Exhibit 4," and is as
follows:)
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TAYLER EXHIBIT 4

OCCUPANCY AGREEMENT

TOWN HOUSES

CLASS F

THIS AGREEMENT, made and entered into this Aug. 20, 1963, by and between
RIVER PARK MUTUAL HOMES, INC. (hereinafter referred to as the Corporation), a
corporation having its principal office and place of business in the District of
Columbia at N, 0 & 4th Sts. & Delaware Ave., S.W., and Robert G. Baker (herein-
after referred to as Member) ; and
WHEREAS, the Corporation has been formed for the purpose of acquiring, own-

ing and operating a cooperative housing project to be located in the area between
N, 0 & 4th Sts. & Delaware Ave., S.W., Washington, D.C.. with the intent that
its members shall have the right to occupy the dwelling units thereof under the
terms and conditions hereinafter set forth; and
WHEREAS, the Member is the owner and holder of a membership of the Corpo-

ration and has a bona fide intention to reside in the project;
Now THEREFORE, in consideration of One Dollar ($1.00) to each of the parties

paid by the other party, the receipt of which is hereby acknowledged, and in
further consideration of the mutual promises contained herein, the Corporation
hereby lets to the Member, and the Member hereby hires and takes from the
Corporation, dwelling unit number TH-308, located at N Street S.W., Washington,
D.C.
To HAVE AND To HOLD said dwelling unit unto the Member, his executors, ad-

ministrators and authorized assigns, on the terms and conditions set forth herein
and in the corporate Charter and By-Laws of the Corporation and any rules and
regulations of the Corporation now or hereafter adopted pursuant thereto, from
the date of this agreement, for a term terminating on August 19, 1966, renewable
thereafter for successive three year periods under the conditions provided for
herein.

ARTICLE 1. MONTHLY CARRYING CHARGES AND DOWNPAYMENT.

On or before the date of execution of this Occupancy Agreement: (1) the
Member has paid to the Corporation a downpayment in the amount of $1,100.00
which is the amount applicable to this Occupancy Agreement of Class F (which
dovvnpayment is referred to in the By-Laws as the "Value of Occupancy Agree-
ment") ; and (2) the Member has also paid to the Corporation the subscription
price for his membership in the amount of $500.00.
Commencing at the time indicated in ARTram 2 hereof, the Member agrees to

pay to the Corporation a monthly sum referred to herein as "Carrying Charges",
equal to one-twelfth of the Member's proportionate share of the sum required by
the Corporation, as estimated by its Board of Directors to meet its annual ex-
penses, including but not limited to the following items:

( a) The cost of all operating expenses of the project and services fur-
nished.
( b) The cost of necessary management and administration.
(c) The amount of all taxes and assessments levied against the project of

the Corporation or which it is required to pay, and ground rent, if any.
( d) The cost of fire and extended coverage insurance on the project and

such other insurance as the Corporation may effect or as may be required
by any mortgage on the project.
(e) The cost of furnishing water and garbage and trash collection.
(f) All reserves set up by the Board of Directors, including the general

operating reserve and the reserve for replacements.
(g) The estimated cost of repairs, maintenance and replacements of the

project property to be made by the Corporation.
(h) The amount of principal, interest, mortgage insurance premiums, and

other required payments on the hereinafter-mentioned insured mortgage.
(i) Any other expenses of the Corporation approved by the Board of Di-

rectors, including operating deficiencies, if any, for prior periods.
The Board of Directors shall determine the Carrying Charges from time to

time. Said sums shall be estimated on an annual basis and divided by the num-
ber of months remaining in the then current fiscal year; but in no event shall
the Member be charged with more that his proportionate share thereof as deter-
mined by the Board of Directors.
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Until further notice from the Corporation, the monthly Carrying Charges for
the above-mentioned dwelling unit shall be $219.00+$16 for heat & air cond.

ARTICLE 2. WHEN PAYMENT OF CARRYING CHARGES TO COMMENCE.

After thirty days' notice by the Corporation to the effect that the dwelling
unit is available for occupancy, or upon acceptance of occupancy, whichever is
earlier, the Member shall make a payment for Carrying Charges covering the
unexpired balance of the month. Thereafter, the Member shall pay Carrying
Charges in advance on the first day of each month.

ARTICLE 3. PATRONAGE REFUNDS.
The Corporation agrees on its part that it will refund or credit to the Member

within ninety (90) days after the end of each fiscal year, his proportionate share
of such sums as have been collected in anticipation of expenses which are in ex-
cess of the amount needed for expenses of all kinds, including reserves, in the
discretion of the Board of Directors.

ARTICLE 4. MEMBER'S OPTION TO RENEW.
It is convenanted and agreed that the term herein granted shall be extended

and renewed from time to time by and against the parties hereto for further
periods of three years each from the expiration of the term herein granted,
upon the same covenants and agreements as herein contained unless: (1) no-
tice of the Member's election not to renew shall have been given to the Corpora-
tion in writing at least four months prior to the expiration of the then current
term, and (2) the Member shall have on or before the expiration of said term ( a)
endorsed his membership for transfer in blank and deposited same with the Cor-
poration, and (b) met all his obligations and paid all amounts due under this
agreement up to the time of said expiration, and (c) vacated the premises,
leaving same in good state of repair. Upon compliance with provisions (1)
and (2) of this Article, the Member shall have no further liability under this
agreement and shall be entitled to no payment from the Corporation.

ARTICLE 5. PREMISES To BE USED FOR RESIDENTIAL PURPOSES ONLY.
The Member shall occupy the dwelling unit covered by this agreement as a

private dwelling for himself or for himself and his immediate family, and for no
other purpose, and may enjoy the use, in common with the other members of the
Corporation, of all community property and facilities of the project, so long as
he continues to own a membership of the Corporation, occupies his dwelling unit,
and abides by the terms of this agreement.
The Member shall not permit or suffer anything to be done or kept upon said

premises which will increase the rate of insurance on the building, or on the con-
tents thereof, or which will obstruct or interfere with the rights of other occu-
pants, or annoy them by unreasonable noises or otherwise, nor will he commit or
permit any nuisance on the premises or commit or suffer any immoral or illegal
act to be committed thereon. The Member shall comply with all of the require-
ments of the Board of Health and of all other governmental authorities with
respect to the said premises. If by reason of the occupancy or use of said
premises by the Member the rate of insurance on the building shall be increased,
the Member shall become personally liable for the additional insurance premiums.

ARTICLE 6. MEMBER'S RIGHT TO PEACEABLE POSSESSION.
In return for the Member's continued fulfillment of the terms and conditions

of this agreement, the Corporation covenants that the Member may at all times
while this agreement remains in effect, have and enjoy for his sole use and bene-
fit the property hereinabove described, after obtaining occupancy, and may enjoy
in common with all other members of the Corporation the use of all community
property and facilities of the project.

ARTICLE 7. No SUBLETTING WITHOUT CONSENT OF CORPORATION.

The Member hereby agrees not to assign this agreement or sublet his dwelling
unit without the written consent of the Corporation. Violation of this provision
shall, at the option of the Corporation, result in termination and forfeiture of
the Member's rights under this agreement. Rents under any sublease shall be
assigned to the Corporation and the sublease shall be delivered to the Corpora-
tion, and the Corporation irrevocably empowered to collect rents and apply the
rents in reduction of sums due from time to time under this agreement. The sub-
lease shall be in form acceptable to the Corporation, shall require the subtenant
to abide by the terms of the Occupancy Agreement during his subtenancy, and
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shall give to the Corporation an irrevocable power to dispossess or otherwise
act for the sublessor in case of default under the sublease.
The liability of the Member under this agreement shall continue notwithstand-

ing the fact that he may have sublet the dwelling unit with the approval of the
Corporation. The Member shall continue liable for all obligations hereunder and
shall be responsible to the Corporation for the conduct of his sublessee.

ARTICLE 8. TRANSFERS.
Neither this agreement nor the Member's right of occupancy shall be transfer-

rable or assignable except in the same manner as may now or hereafter be pro-

vided for the transfer of memberships in the By-Laws of the Corporation.

ARTICLE 9. MANAGEMENT, TAXES, AND INSURANCE.

The Corporation shall provide necessary management, operation, and adminis-
tration of the project; pay or provide for the payment of all taxes or assessments
levied against the project; procure and pay or provide for the payment of fire
insurance and extended coverage, and other insurance as required by any mort-

gage on property in the project, and such other insurance as the Corporation may

deem advisable on the property in the project. The Corporation will not, how-
ever, provide insurance on the Member's interest in the dwelling unit or on his

personal property.

ARTICLE 10. UTILITIES FURNISHED AND CHARGES FOR ELECTRICITY.

The Corporation shall provide in amounts which it deems reasonable: (1)
water, with the cost thereof included in the Carrying Charges set forth in
Article 1 hereof; and (2) heat and air conditioning for which the Member
agrees to pay the Corporation a monthly sum, referred to herein as "Cooperative
Utility Charges", equal to the Member's proportionate share of the sum re-
quired by the Corporation (as estimated by its Board of Directors) to meet the
cost of furnishing such heat and air conditioning. Until further notice from
the Corporation, Cooperative Utility Charges for the above-mentioned dwelling
unit shall be $16.00 monthly, which shall be payable at the same time and for
the same periods as the Carrying Charges hereinabove provided. The Member
shall pay directly to the supplier for electricity for lighting, cooking, refrig-
erators and other appliances.

ARTICLE 11. REPAIRS.
(a) By Member. The Member agrees to repair and maintain his dwelling

unit at his own expense as follows: (1) Any repairs or maintenance neces-
sitated by his own negligence or misuse; (2) Any redecoration of his own dwell-
ing unit; and (3) Any repairs, maintenance or replacements required on the
following items: ranges, refrigerators, disposals, vinyl tile and ventilating
fans (kitchen and bath.)
(b) By Corporation. The Corporation shall provide and pay for all necessary

repairs, maintenance and replacements, except as specified in clause (a) of this
Article.
(c) Right of Corporation to Make Repairs at Member's Expense. In case

the Member shall fail to effect the repairs, maintenance or replacements, specified
in clause (a) of this Article in a manner satisfactory to the Corporation and
pay for same, the latter may do so and add the cost thereof to the Member's
next month's Carrying Charge payment.

ARTICLE 12. ALTERATIONS AND ADDITIONS.
The Member shall not, without the written consent of the Corporation, make

any structural alterations in the premises or in the water, gas or steampipes,
electrical conduits, plumbing or other fixtures connected therewith, or remove
any additions, improvements, or fixtures from the premises.

If the Member for any reason shall cease to be an occupant of the premises
he shall surrender to the Corporation possession thereof, including any altera-
tions, additions, fixtures and improvements.
The Member shall not, without the prior written consent of the Corporation,

install or use in his dwelling unit any air conditioning equipment, washing
machine, clothes dryer, electric heater, or power tools. The Member agrees that
the Corporation may require the prompt removal of any such equipment at any
time, and that his failure to remove such equipment upon request shall con-
stitute a default within the meaning of Article 13 of this agreement.
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ARTICLE 13. DEFINITION OF DEFAULT BY MEMBER AND EFFECT THEREOF.

It is hereby mutually agreed as follows: If at any time after the happenin
g

of any of the events specified in clauses (a) to (j) of this Article, the Corpora-

tion shall give to the Member a notice that this agreement will expire at a date

not less than thirty (30) days thereafter (except that in the case of the default

specified in clause (h) of this ARTICLE, such date of the notice shall be 10 days

instead of 30 days), this agreement and all of the Member's rights under this

agreement will expire on the date so fixed in such notice, unless in the meantime

the default has been cured in a manner deemed satisfactory by the Corpora-

tion, it being the intention of the parties hereto to create hereby conditional

limitations, and it shall thereupon be lawful for the Corporation to re-enter the

dwelling unit and to remove all persons and personal property therefrom, either

by summary dispossess proceedings or by suitable action or proceeding at law

or in equity or by any other proceedings which may apply to the eviction of

tenants or by force or otherwise, and to repossess the dwelling unit in its former

state as if this agreement had not been made:
(a) In case at any time during the term of this agreement the Member

shall cease to be the owner and legal holder of a membership of the Cor-

poration.
(b) In case the Member attempts to transfer or assign this agreement

in a manner inconsistent with the provisions of the By-Laws.

(c) In case at any time during the continuance of this agreement the

Member shall be declared a bankrupt under the laws of the United

States.
(d) In case at any time during the continuance of this agreement a

receiver of the Member's property shall .be appointed . under any of the

laws of the United States or of any State.
(e) In case at any time during the continuance of this agreement the

Member shall make a general assignment for the benefit of creditors.

(f) In case at any time during the continuance of this agreement the

membership in the Corporation owned by the Member shall be duly levied

upon and sold under the process of any Court.
(g) In case the Member fails to effect and/or pay for repairs and main-

tenance as provided for in Article 11 thereof.
( h) In case the Member shall fail to pay any sum due pursuant to the

provisions of Article 1 or Article 10 hereof.
( i) In case the Member fails to pay any charge which, if not paid, could

become a lien against the housing project.

(j) In case. the Member shall default in the performance of any of
 his

obligations under this agreement.
Notwithstanding any other provisions of this Agreement, the Member, in

case he is in default hereunder, hereby expressly waives any and all notices

and demands for possessions as provided by the laws of the District of Columbia.

The Member hereby expressly waives any and all right of redemption in case

he shall be dispossessed by judgment or warrant of any Court or judge; the

words "enter'', "re-enter", and "re-entry", as used in this agreement are not

restricted to their technical legal meaning, and in the event of a breach or

threatened breach by the Member of any of the covenants or provisions hereof,

the Corporation shall have the right of injunction and the right to invoke any

remedy allowed at law or in equity, as if re-entry, summary proceedings, and

other remedies were not herein provided for.
The failure on the part of the Corporation to avail itself of any of the

remedies given under this agreement shall not waive nor destroy the right

of the Corporation to avail itself of such remedies for similar or other breaches

on the part of the Member.

ARTICLE 14. MEMBER To COMPLY WITH ALL CORPORATE REGULATIONS.

The Member covenants that he will preserve and promote the cooperative

ownership principles on which the Corporation has been founded, abide by

the Charter, By-Laws, rules and regulations of the Corporation and any amend-

ments thereto, and by his acts of cooperation with its other members bring

about for himself and his co-members a high standard in home and community

conditions.

ARTICLE 15. EFFECT OF FIRE LOSS ON INTERESTS OF MEMBER.

In the event of loss or damage by fire or other casualty to the above-mentioned

dwelling unit without the fault or negligence of the Member, the Corporation

_1
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shall determine whether to restore the damaged premises and shall further de-
termine, in the event such premises shall not be restored the amount which shall
be paid to the Member to redeem the membership of the Member and to reim-
burse him for such loss as he may have sustained.

If, under such circumstances, the Corporation determines to restore the prem-
ises. Carrying Charges shall abate wholly or partially as determined by the
Corporation until the premises have been restored. If on the other hand the
Corporation determines not to restore the premises, the Carrying Charges shall
,cease from the date of such loss or damage.

ARTICLE 16. INSPECTION OF DWELLING UNIT.
The Member agrees that the representatives of any mortgagee holding a

mortgage on the property of the Corporation, and the officers and employees of
the Corporation, shall have a right to enter the dwelling unit of the Member
and make inspections thereof at any reasonable hour of the day.

ARTICLE 17. SUBORDINATION CLAUSE.
The cooperative housing project, of which the above-mentioned dwelling unit

is a part, was or is to be constructed by the Corporation with the assistance of
a mortgage loan advanced to the Corporation by a private lending institution
with the understanding between the Corporation and the lender that the latter
would apply for mortgage insurance under Section 213 of the National Housing
Act. Therefore, it is specifically understood and agreed by the parties hereto
that this agreement and all rights, privileges and benefits hereunder are and shall
be at all times subject to and subordinate to the lien of a first mortgage and the
accompanying documents executed by River Park Investors, Inc. under date of
July 6, 1961, payable to State Bank of Albany in the principal sum of $8.547,300
(including the contemplated increase of said mortgage to the sum of $9,284,500,
and the assumption thereof by this Corporation, at the time this Corporation
acquires title to the housing project securing said mortgage) with interest at
514 per centum, and insured or to be insured under Section 213 of the National
Housing Act, and to any and all modifications, extensions and renewals thereof
and to any mortgage or deed of trust made in replacement thereof and to any
mortgage or deed of trust which may at any time hereafter be placed on the
property of the Corporation or any part thereof. The Member hereby agrees
to execute, at the Corporation's request and expense, any instrument which the
Corporation or any lender may deem necessary or desirable to effect the sub-
ordination of this agreement to any such mortgage, or deed of trust, and the
Member hereby appoints the Corporation and each and every officer thereof, and
any future officer, his irrevocable attorney-in-fact during the term hereof to
execute any such instrument on behalf of the Member. The Member does hereby
expressly waive any and all notices of default and notices of foreclosure of said
mortgage which may be required by law. In the event a waiver of such notice is
not legally valid, the Member does hereby constitute the Corporation his agent to
receive and accept such notices on the Member's behalf.

ARTICLE 18. NOTICES.
Whenever the provisions of law or the By-Laws of the Corporation or this

.agreement require notice to be given to either party hereto, such notice may be
given in writing by depositing the same in a post office or letterbox, in a post-
paid, sealed wrapper addressed to the person to whom the notice is to be given,
at his or her address as the same appears in the books of the Corporation, and
the time when the same shall be mailed shall be deemed to be the time of the
giving of such notice.

ARTICLE 19. FISCAL REPORTS.
At the end of each fiscal year, the Corporation shall furnish to the Member a

statement of the income and disbursements of the Corporation.

ARTICLE 20. ORAL REPRESENTATION NOT BINDING.
No representations other than those contained in this agreement, the Charter

and the By-Laws of the Corporation shall be binding upon the Corporation.

ARTICLE 21. REMEDIES.
The exercise of any of the rights or remedies as herein provided with respect

to any default shall not preclude or affect the subsequent exercise of such rights
-or remedies at different times and for different defaults.
The respective rights or remedies, whether provided by this Agreement or by

Jaw, or available in equity, shall be cumulative and the exercise of any one or
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more of such rights or remedies shall not preclude or affect the exercise, at the
same or at different times, of any other such rights or remedies for the same or
different defaults, or for the same or different failures of the Member to perform
or observe any provision of this Agreement.

ARTICLE 22. LATE CHARGES AND OTHER COSTS IN CASE OF DEFAULT.
The Member covenants and agrees that, in addition to the other sums that have

become or will become due, pursuant to the terms of this Agreement, the Member
shall pay to the Corporation a late charge of $4.00 for each payment of Carrying
Charges, or part thereof, more than 10 days in arrears.
If a Member defaults in making a payment of Carrying Charges or in the per-

formance or observance of any provision of this Agreement, and the Corporation
has obtained the services of any attorney with respect to the defaults involved,
the Member covenants and agrees to pay to the Corporation any costs or fees
involved, including reasonable attorney's fees, notwithstanding the fact that a
suit has not yet been instituted. In case a suit is instituted, the Member shall
also pay the costs of the suit, in addition to other aforesaid costs and fees.
IN WrrNEss WHEREOF, the parties hereto have caused this agreement to be

signed and sealed the day and year first above written.
RIVER PARK MUTUAL HOMES, INC.,

By HERBERT G. FOLKEN. [SEAL]
ROBERT G. BAKER.

Member.

Mr. MCLENDON. Now, do you have your letter of December 3, which
is entitled "Termination Notice" addressed to Robert G. Baker?
Mr. TAYLER. Yes; I have that here.
Mr. MCLENDON. That is your letter as counsel and president of the

River Park Mutual Homes, notifying him his membership agreement
is terminated.
Mr. TAYLER. That is correct.
Mr. MCLENDON. And it states the reason for the termination.
Mr. TAYLER. Yes.
Mr. MCLENDON. That he violated the occupancy agreement with

respect to the use of the house.
Mr. TAYLER. Yes. But we never did actually terminate him on the

date that we state in the letter, because we had this settlement
arrangement.
Mr. MCLENDON. Subsequent agreement with him.
Give this to the reporter.
(The document referred to was marked "Tayler Exhibit 5," and is

as follows:)
TAYLER EXHIBIT 5

Re Termination Notice, 308 N Street SW.
ROBERT G. BAKER,
308 N Street Street SW.,
Washington 24, D.C.
DEAR MR. BAKER: I have reported to the Board of Directors of River Park

Mutual Homes, Inc., our telephone conversation of November 21 in which you
advised that you would not personally occupy your unit and that Miss Tyler
would resume living there. At the Board's request, I hereby notify you, in
accordance with Article 13 of the Occupancy Agreement, that your membership
and Occupancy Agreement will expire on January 2, 1964. You are requested
to vacate the unit on or before said date and to surrender the keys and your
membership certificate for cancellation. At that time, the corporation will
exercise its option under Section 6 of the By-Laws ( Termination of Regular
Membership) to either repurchase your membership and Occupancy Agreement
at its adjusted value or sell your rights under such membership and Occupancy
Agreement in accordance with the provisions of the aforementioned section of
the By-Laws.

27-211-64—pt. 9-11
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If you fail to vacate your unit on or before January 2, 1964, the corporation
will avail itself of its rights under Article 13 of the Occupancy Agreement to
re-enter the unit and remove all persons and property therefrom on such date.
This action is taken because of your default under section (j) of Article 13

of the Occupancy Agreement for your failure to occupy the dwelling unit as a
private dwelling for yourself or for yourself and your immediate family, and
for no other purpose, as required by Article 5 of such agreement. You have
advised the corporation that you have never occupied the unit nor do you intend
to do so and that Miss Tyler and Miss Martin have been the only occupants
thereof.

Very truly yours,
C. WILLIAM TAYLER.

The CHAIRMAN. Is this an individual house, or an apartment in a
group?
Mr. TAYLER. It is a row house. Townhouse is a fancy euphemistic

name for a row house. It is in a building with about eight or nine
other houses in the row.
The CHAIRMAN. But this house is not occupied at the present time?
Mr. TAYLER. I understand Miss Tyler is occupying the house, at the

present time.
The CHAIRMAN. She is still in this house?
Mr. TAYLER. When Mr. Baker and I arrived at this settlement in

early December, he asked me if I had any objection to having Miss
Tyler come back in the house until the house was sold. And I told
him I had no objection.
Senator COOPER. Mr. Chairman, I would like to ask a question.
There is a memo referring to conversations which you had with

Mr. Baker. You have called attention to a letter of November 14.
Was the basis of your letter of November 14, asking a change in the
occupancy, based solely on your position that Mr. Baker had violated
one of the provisions of the contract?
Mr. TAYLER. That is right.
Senator COOPER. By permitting someone else to occupy the property?
Mr. TAYLER. That was the sole basis. for the board's action in this

matter.
Senator COOPER. Now reading your memo, did you charge, or does

the corporation charge, that one of the reasons you are calling for a
change in the occupancy was based upon any immoral or disorderly
activity in this unit?
Mr. TAYLER. None—the corporation's action, or the board's action

in calling Mr. Baker to account for a violation of his agreement was
not predicated in any way on any finding or any assumption or any
suspicion that there was any disorderly or immoral activity going on
at 308 N Street. But when Mr. Baker called me on November 
Senator COOPER. What is the basis for notation in your memo?
Mr. TAYLER. The reason for the language of the first paragraph is

that when Mr. Baker phoned me on November 21, which was the first
occasion on which I spoke with him, he identified himself as Robert
G. Baker, the legal owner of 308 N Street SW., and before I could
say anything he launched into this great outpouring of a defense of
himself and the young ladies who were living in his house, and his
heated denials that there was anything improper going on in the house.
And I tried to interrupt him several times to tell him that was really
immaterial to the issue at hand; that we had not taken any action,
as he apparently assumed, based on anything improper going on in
the house; that it was a purely legal issue, a legal question of whether
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or not he was using this unit as a private dwelling for himself and
his family. And since he had admitted in writing prior to November
21 that he had never lived in the house, we were taking action on that
basis.
Senator COOPER. Do you have the memo before you?
Mr. TAYLER. I do; yes. I might add I wrote this memo so that

I could make a full report to the board.
Senator COOPER. That is your memo?
Mr. TAYLER. The memo dated November 22 to the file, sir? Yes.
Senator COOPER. Does it represent correctly what was said in this

telephone talk?
Mr. TAYLER. I think the memo accurately paraphrases what was

said; yes, sir, because I dictated it into my dictating machine imme-
diately after hanging up.
Senator COOPER. Thank you. That is all.
The CHAIRMAN. Senator Cooper, have you completed your ques-

tions ?
Senator COOPER. Since he has called attention to this, Mr. Chair-

man, I believe that the memo should become a part of the testimony.
Mr. TAYLER. Well, sir; I suppose that is up to the chairman,

whether the memo is made a part of the record.
Mr. MCLENDON. Do you want to make it part of the record?
Senator COOPER. I think it would have to be.
The CHAIRMAN. Certainly, if you want to make it a part of the

record, it is perfectly all right.
Mr. TAYLER. I would prefer that it not be made a part of the rec-

ord, for a reason which Major McLendon and I discussed this morn-
ing. But that is up to you, Mr. Chairman. I am only a witness.
Mr. MCLENDON. He explained to me this is just a sort of summary.

It is not intended to be a word-for-word repetition of the whole
conversation.

Senator COOPER. My point is, Mr. Chairman, that since he has
testified to a telephone conversation, and has testified to the nature
of the conversation, I think he would have to testify to all that was
said between him and Mr. Baker, so that it now becomes a part of
the record.
Mr. TAYLER. Well, of course, Senator, I will testify to anything

that is asked me. I will make a full and complete answer to any
question that is asked me.
The CHAIRMAN. Well, I will rule that that be made a part of the

record. I would further like to indicate that if you have further
questions, Senator Cooper, to ask, it will be perfectly all right to
ask them. We don't want to cut off any questioning that might
appear proper here.
(The document referred to was marked "Taylor Exhibit 6," and is

as follows:)

From C. W. Tayler.

TAYLER EXHIBIT 6

MEMO TO THE FILE

NOVEMBER 22,1963.

On Thursday, November 21, at approximately 12 noon, I returned a call from
Robert G. Baker. He advised me that he was calling in reference to my letterof November 14. He stated that the Cooperative was on notice from his appli-
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cation that the unit would be occupied by Carol Tyler and Mary Alice Martin,
and that he would not live there. He further stated that he understood there had
been no complaints from the neighbors regarding any immoral or disorderly ac-
tivity in the unit, and went on to advise me that one of the three girls (whom
he did not identify) had been examined by a gynecologist and been pronounced
a virgin. This information was not solicited by me.
He then asked what our position was and I replied that our position was

set forth in my November 14 letter and that he must bring himself into
compliance with the occupancy agreement. He stated that he had consulted
his attorneys, Arnold, Fortas & Porter, who advised him that we were estopped
to claim any violation of the agreement because we were on notice that he was
not going to occupy the unit.
He also claimed that the Cooperative, by accepting the application, agreed

to a sub-lease to Miss Tyler. According to Mr. Baker, Miss Tyler has made
the improvements in the unit and has been making the monthly payments. I
told him we had no record of who made the payments, that we simply credited
his account each month.
He asked for a copy of the application bearing his signature and I promised

to furnish him same. I also advised him that December 1 was the deadline for
filing the application for credits for improvements in the unit and he asked
that I forward the necessary forms.
Mr. Baker categorically stated that he was within his rights in allowing

Miss Tyler to occupy the unit, and that he had no intention of moving into the unit
himself. He further stated that if we tried to take any action to terminate
his membership and evict Miss Tyler, he would defend the matter in court. I
told him that if he definitely was not going to occupy the unit, the matter would
be resubmitted to the board of directors for further action and that I felt
we had the right to terminate him.

Mr. TAYLER. Senator Jordan, I don't want to be obstructionist or
evasive, but there is an item in that telephone conversation memo
which might do harm to an innocent young lady by implication. The
memo, is as I said, an accurate paraphrase of what Mr. Baker told me.
But there is a matter in there that I would deplore getting into the
record. That is only my personal feeling.
The CHAIRMAN. Well, the committee will take that into consider-

ation at the proper time—because we certainly don't want to damage
anybody's character that should not be injected into anything here.
Do you have any further questions?
Senator COOPER. Mr. Chairman, I will make my point very clear.
This witness made a statement, discussing his conversation with

Mr. Baker. Since he has made that statement, then I think that
it is proper that the conversation be included. I did not make the state-
ment. I am not in any way implying any improper conduct on the
part of these persons named. But the report of the conversation is
a part of this witness' statement.
The CHAIRMAN. All right, Senator.
Senator Scott, do you have anything to add?
Senator Scow. I have nothing to add.
The CHAIRMAN. Senator Pell?
Senator PELL. No questions.
The CHAIRMAN. Counsel?
Mr. MCLENDON. No, sir.
The CHAIRMAN. The witness may be excused.
Mr. MCLENDON. Mr. Harry Johnson.
The CHAIRMAN. Place your left hand on the Bible; raise your right

hand. Do you solemnly swear that the evidence you are about to
give before this committee in the matter now under investigation is
the truth, the whole truth, and nothing but the truth, go help you
God?

a
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Mr. JOHNSON. I do.
The CHAIRMAN. Have a seat, please.
Before you examine this witness, Major, Senator Scott has a matter

he wishes to put in the record pertaining to yesterday's testimony.
Senator SCOTT. Mr. Chairman, yesterday—let me preface this by

saying I have no criticism of the witnesses whom I am going to men-
tion. And let me further add that I have the highest regard for the
Small Business Administration. It is doing a good job, by and large,
and it is a most helpful arm of the Government. I, as a member of
the Small Business Committee, continually support it.
This statement results from the fact that in the newspapers this

morning it points out that the legal counsel for SBA, Mr. Fred Suss,
and Mr. Hoffmaster, the Maryland office manager, told the com-
mittee it was news to them that the hundred-thousand-dollar deposit
slip used to secure a $54,000 loan for the Carousel Motel at Ocean
City was not worth the paper on which it was written. The Justice
Department source, says this article:
A Justice Department source, however, said that FBI agents probing Mr.

Baker's farfiung outside business interests had told SBA officials of the gim-
micked deposit nearly 2 months ago.

And the article later says that counsel, Mr. Suss, was asked for
his comments on the deposit slip, and answered:
The first information we had on it was this morning.

But he said :
We will discuss this matter with the Department of Justice.
The Justice Department source said the matter already had been discussed.

And while I am fully prepared to accept the statements of Mr.
Suss and Mr. Hofrmaster that they were not aware of this, I have
caused some inquiry to be made. And I am presently of the opinion,
and personally satisfied, that the FBI, either directly, or indirectly, did
inform the Small Business Administration of this transaction ap-
proximately 2 months ago.
I, therefore, respectfully suggest that the committee follow this

information in order to establish whether or not the SBA was at an
earlier fime on notice of this particular phase of the transaction.
That is my statement.
The CHAIRMAN. Thank you. Thank you very much.
Major, you may proceed with the witness.
Mr. MCLENDON. Will you state your name and your present resi-

dence address?
TESTIMONY OF HARRY JOHNSON

Mr. JOHNSON. My name is Harry Johnson. I live at 985 North
Potomac Street, Arlington, Va.
Mr. MCLENDON. Are you the Director of the Cooperative Housing

Division of the Federal Housing Administration?
Mr. jOHNSON. That is correct.
Mr. MCLENDON. How long have you occupied that position?
Mr. JOHNSON. Since 1958.
Mr. MCLENDON. Mr. Johnson, can you give the committee any ex-

planation of why the Housing Administration approved the loan on
this property, in view of the fact that the application of Mr. Baker
showed that he was not going to occupy it?
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Mr. JOHNSON. Well, let me say this, sir. We have certain forms
and documents which much be executed in connection with the closing
of a loan, and also in connection with the approval of the credit of
any individual member. We do require that an occupancy agreement
be executed. We prescribe the form of that occupancy agreement.
We are the authors of this prohibition against occupancy by nonfamily
members in the unit.
Mr. MCLENDON. Is that applicable in all similar cooperative or-

ganizations?
Mr. JOHNSON. This is applicable to all of our cooperatives in the

country.
Mr. MCLENDON. GO ahead.
Mr. JOHNSON. At the time we close the loan, we get certain addi-

tional certifications. We get a mortgagor's certificate, and we get
a certificate by the sponsors that to the best of their knowledge, infor-
mation, and belief all listed subscribers do intend to occupy the unit.
Now, in this particular case, an application form apparently was

required by the FCH Co. for its own purposes. It was not an FHA
form. There has been some testimony about that. form here this
morning. I would like to read the letter which transmitted to the
Federal Housing Administration the credit papers in this case.
I might say that proposed subscribers would be submitted for ap-

proval to the FHA in groups. This was known as group 41. I believe
there were about 11 proposed subscribers on this particular listing,
including the applicant for the unit at 308 N Street.
The letter addressed to the Federal Housing Administration reads

as follows 
Mr. MCLENDON. Who is the letter from ?
Mr. JOHNSON. Signed by Edward A. Burgoon, vice president and

Washington director of the FCH Co.
Mr. MCLENDON. All right.
Mr. JOHNSON (reading) :
Enclosed please find in triplicate cooperative membership exhibit section 213

covering applications for housing in River Park Cooperative- After reviewing
these applications, it will be greatly appreciated if you will kindly mark the
third copy of this transmittal with your approval or rejection and return for
our file.

Sincerely,
EDWARD A. BURGOON.

As I say, the membership exhibit attached listed some, if I am not
mistaken, 11 names, with supporting data. That supporting data, so
far as FHA was concerned, consisted of form 2004 (c) , which is exe-
cuted by each individual.
Mr. MCLENDON. Was the Robert Baker application included in

those names?
Mr. JOHNSON. Yes?. it is.
Mr. MCLENDON. All right.
Mr. JOHNSON. And this form is signed by Robert G. Baker, under

date of October 29, 1962.
Mr. MCLENDON. All right.
Mr. JOHNSON. It was accompanied by a financial statement. It was

also accompanied by a verification of employment, as has been previ-
ously testified to. And it was also accompanied by a verification of
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deposit, relating to the deposit which had been described in the
financial statement.
Now, the financial statement is not dated—at least the copy I have

here—but it is attached to our form. And in this form it says, "See
attachment."
Mr. MCLENDON. What is the date of the form?
Mr. JOHNSON. October 29, 1962.
(At this point, Senator Pell withdrew from the hearing room.)
Mr. MCLENDON. Your reference to the financial statement is the one

that shows that his net worth at that time was $1,300,000, approxi-
mately?
Mr. JOHNSON. That is correct. I might say that several pages of

this financial statement do bear the signature of Robert G. Baker under
date of October 29, 1962, in addition to the covering form.
Mr. MCLENDON. All right.
Mr. JOHNSON. Now, none of these papers which I have described

list the names of the people who are going to occupy this unit. As I
say, the forms which we have devised are procedures that have been
designed to safeguard anything of this nature from happening, from
nonmembers occupying the units. And, further, our regulatory'
agreement is written in such a way that if by mistake or misrepre-
sentation or in any other way a unit is occupied by a nonmember, we
have the means of requiring the cooperative to cause such parties to
be evicted.
Mr. MCLENDON. May I interrupt? Are you saying that none of

the documents filed with you, or with your office, indicated that some-
one else other than Baker was to occupy these premises?
Mr. JOHNSON. No, sir I am not saying that. I am saying that our

required FHA form to which I have made reference up to this point
is to that effect. Now, there was accompanied—as I say, the FCH
Co., for its own purposes, apparently, had its own application form.
And this did come to the FHA. And I did inquire of the mortgage
credit personnel to check this, what was the story on it. And they
said it was an extraneous form • it was not necessary for their purposes
in determining the acceptability or nonacceptability of the credit.
And they, in effect, paid no attention to it. They relied upon the
certifications which we have. And I might say 
Mr. MCLENDON. The document you are just referring to is that one

that shows he was not occupying the premises?
Mr. JOHNSON. The FCH application for membership did list N. C.

Tyler, cousin, and M. A. Martin.
Mr. MCLENDON. And who was it told you that that was of no im-

portance?
Mr. JOHNSON. They didn't say it was of no importance. This par-

ticular information, if they had known of it, I am sure they would
have regarded as important. What they did not regard of importance
was this extraneous form.
Mr. MCLENDON. All right.
Mr. JOHNSON. Now, I might say that a couple of the applicants on

this particular grouping were rejected, were found unsatisfactory as
far as credit is concerned. And the credit examiner told me that—
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it was a woman in this case—that they do consider motivation, and
they have disapproved applicants, for example, who listed their occu-
pation in another city, and they were unable to satisfactorily explain
how they were going to live in another city and reside in this project,
and they were rejected on that basis. But she tells me that she was
not conscious of this information.
Mr. MCLENDON. Your office, then, did approve it with some knowl-

,edge that the premises were not to be used by Mr. Baker?
Mr. JOHNSON. No, sir. Not knowingly, sir—according to the in-

formation I received.
Mr. MCLENDON. That you didn't knowingly approve it?
Mr. JOHNSON. We did approve his credit.
Mr. MCLENDON. But if you had known that he was not to use the

premises, to be occupied by someone else not a member of his family,
would you have approved it?
Mr. JOHNSON. We certainly would not.
Mr. MCLENDON. You would not.
And how did you learn that the premises were being occupied by

someone other than his family, other than himself or a member of
his family?
Mr. JOHNSON. I learned about it through the auspices of the press.
Mr. MCLENDON. I see. I think the gentleman has made his ex-

planation. That is all I want to ask him.
The CHAIRMAN. Senator Cooper?
Senator COOPER. I have no questions.
The CHAIRMAN. Senator Scott?
Senator SCOTT. I have no questions.
The CHAIRMAN. Senator Cannon?
Senator CANNON. I have no questions.
Mr. MCLENDON. That is all, sir.
Mr. Drennan, come around, please.
(At this point, Senator Pell entered the hearing room.)
Mr. MCLENDON. Mr. Drennan was sworn yesterday, Mr. Chairman.

I don't think it is necessary to swear him again, unless someone wants
to make a point.
Mr. Drennan, as a result of a subpena to the McLachlen Bank, did

you come into possession of certain checks of Robert G. Baker, payable
to the River Park Mutual Homes or the FHA for rent on this property
at 308 N Street?

TESTIMONY OF LORIN H. DRENNAN—Resumed

Mr. DRENNAN. Yes, sir payable to the FCH Co., Inc.
Mr. MCLENDON. FCH Co.?
Mr. DRENNAN. That is right.
Mr. MCLENDON. Well, begin with the first one—since we do not

have copies available we will supply copies for the record later, Mr.
Chairman. Begin with the first one and read it.
Mr. DRENNAN. The first check we have is dated November 19, 1962,

payable to the FCH Co., Inc., for $1,500. This check is signed by
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Robert G. Baker, and the endorsement on the back is "For Deposit
Only, FCH Company, Inc., River Park Subscription Account."
The second check that we have is dated the same day, November 19,

1962, also payable to the FCH Co., Inc., for the amount of $238, also
signed by Mr. Baker, and the endorsement on the back, in the form
of a stamp, is "For Deposit Only, FCH Company, Inc., River Park
Investors Incorporated, Net Proceeds Account."
Mr. MCLENDON. Does the front of the check carry any notations

as to what it is for?
Mr. DRENNAN. On these two checks, they do not.
Mr. MCLENDON. All right. Go ahead with the next one.
Mr. DRENNAN. The next check is dated January 2, 1963, to the

FCH Co., for $238, and on the front there is a notation "Rent on
308 N Street, Southwest". This check is also stamped with the
endorsement "For Deposit Only, to the FCH Company, Inc., River
Park Investors, Inc., Net Proceeds Account." And the remaining
checks are also so endorsed.
Mr. MCLENDON. That is Baker's check, signed by him?
Mr. DRENNAN. This is Robert G. Baker yes, sir.
Mr. MCLENDON. All right.
Mr. DRENNAN. The next check is dated February 1, 1963, to the

FCH Corp., for $238, signed by Robert G. Baker, with a notation
"308 N Street, Southwest." And it is endorsed by stamp in the
same manner as the check I previously described.
The next check is dated March 6, 1963, payable to the FCH Co.

for $238, signed by Robert G. Baker, and typed on this check is "Rent
on 308 N Street, Southwest."
Mr. MCLENDON. Does that appear on the face of the check?
Mr. DRENNAN. On the face of the check.
Mr. MCLENDON. All right.
Mr. DRENNAN. And it is stamped endorsement in the same manner

as the other checks I have described.
The last check that I have is dated April 5, 1963, for $238, and,

unfortunately, this check on microfilm is partially covered by another
check. We can see the name Baker at the end. We cannot see any
other writing on it. The endorsement on the back is the same as the
other checks I have described.
Mr. MCLENDON. You can't identify the name of the payee?
Mr. DRENNAN. YOU cannot, no, sir—except that the endorsement

is by the FCH Co.
Mr. MCLENDON. The same as the other ones?
Mr. DRENNAN. The same as the others.
Mr. MCLENDON. Are they the only ones you found at this partic-

ular bank?
Mr. DRENNAN. These are all we have found.
Mr. MCLENDON. Mr. Chairman, I would like permission to have

these checks, copies added to the record of today—unless there is
objection.

A



922 FINANCIAL INTERESTS OF SENATE OFFICERS OR EMPLOYEES

(The documents referred to were marked "Drennan Exhibits 1 to
6," and are as follows:)
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DRENNAN EXHIBIT 6
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Mr. MCLENDON. That is all.
The CHAIRMAN. Thank you very much.
I want to call Mr. Tayler back to the witness stand. He says he

wants to clear up a mistake in his testimony.

TESTIMONY OF C. WILLIAM TAYLER--Resumed

The CHAIRMAN. Mr. Tayler, you may proceed. We appreciate your

cooperation.
Mr. TAYLER. Thank you, Mr. Chairman. In response to question-

ing by Senator Cooper, with regard to my memo to the file of my

November 21 telephone conversation with Mr. Baker, I discussed or

testified about the first paragraph of that memo.
That memo indicates that Mr. Baker had told me there were three

girls living in the house. That is what the memo says. And that i
s

accurate in that that is what he told me at the time. But in order t
o

clarify it, I would like to add that in a subsequent conversation wit
h

him he said that was a slip of the tongue, and he meant two gi
rls,

and that there had never been any more than two girls living in th
e

house.

xxxx
xxxx
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The CHAIRMAN. Any further explanation you wish to make?
Mr. TAYLER. That is all, sir.
The CHAIRMAN. Senator?
Senator COOPER. No questions.
The CHAIRMAN. Thank you very much, sir.
Mr. McLENDoN. Mr. Chairman, that is all we have today.
The CHAIRMAN. The meeting will adjourn. The next meeting will

be announced at a proper time.
(Whereupon, at 12:30 p.m., the committee recessed, subject to the

call of the Chair.)

0
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