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December 6, 1973 

CONFIDENTIAL 

Miss Rose Mary Woods 
Executive Assistant and 

Personal Secretary to 
the President 

The White House 
Washington, D. C. 

Dear Rose Mary: 

In connection with the President's Estate 
Plan and the Trust Agreements and Wills which were 
executed in August of 1972, I gather you have been 
unable to unearth the copies of many of the documents 
which were sent down to Washington and that there is 
a rather complete lack of knowledge as to the entire 
affair on the part of those who are presently working 
on the problem. While you have asked only for the 
copy of the memorandum dated August 4, 1972, which 
summarizes and outlines, in fairly full detail, the 
Estate Plan upon which the Trust Agreements and Wills 
were executed on August 8th, I thought it would be 
helpful if I sent you, in one package, all of the 
pertinent documents and, in a couple of instances, 
copies of certain correspondence which will pull the 
entire matter into focus. In that way, it seemed to 
me that those who are presently concerned with the 
matter could have everything in front of them which 
seems, at least to me, to be of importance. Accordingly, 
I am enclosing herewith the following: 

JOHN T. TRIMBLE 


COUNSEL 


1701 PENNSYLVANIA AV£'., N.W. 

WASHINGTON,O.C. 

202'29B-S970 

12, RUe: DE LA PAI"

7S002:.~ARIS. FRANCE 

742-05-99 

CABLE AODRESS 

BALTUCHINS-NEW YORK 

TELEX 127889 

http:gEt~;GAEN~�NAE~DEREGG.JR


Miss Rose Mary Woods -2- December 6, 1973 

(1) Copy of letter dated August 4, 1972 to 
John Ehrlichman listing a series of documents which were 
sent to him with that letter. A copy of the Final Estate 
Plan, which is the memorandum referred to in (1) of the 
letter to Ehrlichman, is also enclosed. On August 13th, 
I got a call from Ehrlichman in which he indicated that 
the President and Mrs. Nixon had been over the matter 
at Camp David the previous day, wanted to execute the 
documents on August 14th, and requested that certain 
changes be made in the documents referred to in (2), (3), 
(4), (5) and (6) of letter of August 4th. This was 
on a Sunday, and the changes were made on that day and 
John Alexander and I went to Washington on Monday with 
the originals of all of the documents. Minor changes were 
made in Washington on Monday, and the documents were 
executed that afternoon. 

(2) Copy of the Family and Literary Properties 
Trust, together with the Instrument Appointing Successor 
Trustees referred to in (2) of the August 4th letter, 
as finally executed. 

(3) Copy of Agreement of Trust, together with 
the Instrument Appointing Successor Trustee, known as 
the Irrevocable Literary Trust and referred to in (3) 
of the letter of August 4th. 

(4) Copy of the Agreement of Trust, together 
with the Instrument Appointing Successor Trustee, known 
as the Patricia R. Nixon Trust and referred to in (4) of 
the letter of August 4th. 

(5) Copy of the President's Will, mentioned 
in (5) of the August 4th letter. 

(6) Copy of Mrs. Nixon's Will, referred to in 
(6) of the August 4th letter. 

(7) Copy of the memorandum describing the 
administrative steps relating to the execution of the 
above documents. This document pretty much lays out 
the procedure which we recommended to be followed once 
the Trust Agreements and Wills were executed. I have 
no idea as to whether the steps recommended to be taken 
subsequent to the execution of the Trust Agreements 
and Wills were ever carried out. I did, however several 



Miss Rose Mary Woods -3- December 6, 1973 

times after the execution of the documents, call Dean 
to inquire whether he was proceeding promptly, since the 
job of arranging for the transfer of assets, etc., had 
been assigned to him. I received assurances that he 
was taking care of the matter but never received any 
details. 

(8) Copy of my letter to John Dean dated 
September 29, 1972, enclosing four sets of copies of 
the President's and Mrs. Nixon's Wills and the three 
Trust Agreements referred to in (2), (3) and (4) above, 
and also indicating that the originals of all of these 
documents are in our Firm Vault. All of the steps 
mentioned in that letter were carried out except that we 
never did deliver one set of the copies to the attorney 
who acted as our California counsel in connection with 
the preparation of the final documents. 

(9) Copy of the application for a ruling 
that transfers to the Irrevocable Literary Trust are 
deductible for income, estate and gift tax purposes. 

(10) Copy of Power of Attorney given by 
H. R. Haldeman, as Trustee under the Irrevocable Literary 
Trust, to John Alexander and me in connection with the 
application for such ruling. 

(11) Copy of letter dated September 27, 1972, 
from the Acting Chief, Rulings Section, Exempt Organiza
tions Branch of the I.R.S., requesting additional informa
tion with relation to the application for a ruling. 

(12) Copy of John Alexander's letter to John 
Dean dated October 11, 1972, suggesting a reply letter 
by Haldeman to the Acting Chief. We received from Dean 
the form of letter and sent it on to the Acting Chief. 

(13) Copy of the ruling issued by the I.R.S. 
to the effect that transfers to the Irrevocable Literary 
Trust are deductible for income, estate and gift tax 
purposes. 

(14) Copy of John Alexander's letter dated 
May 8, 1973, together with copy of the memorandum referred 
to. I might say that we have never registered the Irrevocable 
Literary Trust with the California Attorney General referred 
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to in (b) of the memorandum sent to you in the letter 
of May 8, 1973. 

(15) Copy of letter dated May 14, 1973 addressed 
to the Internal Revenue Service enclosing the Form 990 PF 
for the calendar year 1972 for the Irrevocable Literary 
Trust, together with a copy of the Form 990 PF. 

(16) While I understand you have the two 
copies of the memorandum dated October 23, 1973, with 
relation to the transfer of the San Clemente property 
to the Government, in order to make the enclosed package 
complete, I am enclosing another copy of that memorandum. 

The above enclosures will give to whoever is 
working on the matter a set of the pertinent letters, 
documents and other instruments which are in our files. 
I do not believe that there is anything else in our 
files which would throw any further,light on what has 
occurred to date. . 

RSR:BM 

Enclosures 

HAND DELIVERY 

P. 	S. The enclosed volume has a tab number on each 
of the above referred to papers which tab 
numbers correspond to the numbers in this 
letter. 

R. S. R. 



Revision of Estate Plan To Include 
Transfer of San Clemente Property 

To Federal Government 

Dated: October 23, 1973 

MUDGE ROSE GUTHRIE & ALE XANDER 

20 BROAD S T R EET, NEW YORK, N . Y . 



SUMMARY 


Revision of Estate Plan To Include 

Transfer of San Clemente Property 


To Federal Government 


(1) reservation of basic 
The present estate pans structure to ta e 
the interplay of the applicable rules dealing 
community property and the estate tax marital 
deductions. Because of this, the plan should result in a tax
free transfer of all family assets and Presidential memorabilia, 
papers, etc., upon the death of the first as between the President 
and Mrs. Nixon to die. If the plan is to be modified and the 
same tax result achieved, the modification should leave the basic 
structure of the present plan intact. Also, because questions 
involving California community property were involved, the 
present plan was reviewed and approved by California counsel. 
Approval of California counsel should likewise be obtained before 
any proposed modification of the plan is implemented. 

(2) The San Clemente property under the existing plan. 
Upon the President's death, the San Clemente property will be 
transferred to The Patricia R. Nixon Trust. If Mrs. Nixon sur
vives the President, the property will be made available to her 
for her exclusive use. All expenses relating to the property 
will be paid by the trust. After the President's death, Mrs. 
Nixon has the absolute power to direct a retention or sale of 
the property and, upon a sale, the purchase of a repl cement 
residence. Mrs. Nixon also has the power to dispose of the prop
erty by Will. If she does not exercise the latter power, r if 
she does not survive the President, the property or the proceeds 
of sale will be held in separate continuing trusts for the bene
fit of Patricia and Julie. A minor amendment to the plan could 
be made to provide that if Mrs . Nixon does not exercise her power 
of appointment the San Clemente property would pass to the federal 
government. If this were done, however, Mrs . Nixon could still 
exercise her power and change the intended result. 

(3) Alternate dis ositions to include transfer to 
federal government. Two a ernate spos~t~ons 0 the San 
Clemente property to include a transfer to the federal government 
appear possible: 

(a) Transfer with retained life estate. Upon the 
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President's death, the San Clemente property would be trans
ferred to the federal government, subject to Mrs . Nixon's 
right to the exclusive use of the property during her life
time. Mrs. Nixon or a family trust would remain responsible 
for payment of all expenses related to the property. A 
partial reduction in real estate taxes should result from 
such a transfer, and the transfer should generate a personal 
income tax deduction for Mrs. Nixon. Mrs. Nixon would, 
under this arrangement, lose a great deal of flexibility in 
her choice of a residence, in that if she abandoned her life 
estate she would have to look to other family assets to 
purchase a replacement residence . There are, however , his
torical precedents for such a transfer - the Eisenhower farm, 
the LBJ Ranch, and the Roosevelt residence in Hyde Park were 
all transferred to the government subject to arrangements 
to allow Mrs. Eisenhower, Mrs. Johnson and Mrs. Roosevelt 
to live on the respective residences for the duration of 
their lives. 

(b) Option to purchase. The federal government would 
be granted the right to purchase the San Clemente property upon 
the death of the last survivor as between the President and 
Mrs. Nixon, or prior thereto if it was offered for sale to 
anyone. The purchase price would be set at an amount equal 
to the family cash investment. The option would not, how
ever, become firm until the President's death . The family 
cash investment would thus be subject to eventual recovery 
for use by family members. Also, if the government declined 
to exercise the option, the full fair market value of the 
property would become available to family members. In any 
event, Mrs. Nixon WOUld , under this arrangement, be provided 
with some flexibility as to her choice of a residence , in 
that if she decided that she no longer wished to live at San 
Clemente she would be provided with the proceeds of sale re
ceived from the federal government or, if the option was not 
exercised, from others, to purchase a replacement residence. 

John H. Alexander 

Richard S . Ritzel 



Revision of Estate Plan To Include 

Transfer of San Clemente Property 


To Federal Government 


(1) Need for Preservation of Basic structure of plan 

The estate plan adopted August 14, 1972 by the execu
tion of Wills and three separate Trust Agreements creating 
The Family and Literary properties Trust, The Irrevocable 
Literary Trust and The Patricia R. Nixon Trust is structured 
to take full advantage of the interplay of the rules with 
respect to California community property and the estate tax 
marital and charitable deductions. Because of this, the 
transfer of family assets and Presidential memorabilia, 
papers, etc., upon the death of the first as between the 
President and Mrs. Nixon to die should not be subject to 
federal or California estate or inheritance taxes . 

The essential elements of the plan are that (1) as to 
community property, since a theoretical possibility exists 
that the surviving spouse could reject the testamentary 
arrangements made for his or her benefit and could claim 
his or her community property outright, it is the surviving 
spouse who is transferring his or her share of the community 
property in trust, (2) as to property other than community 
property passing to or for the benefit of the surviving 
spouse, the same is received either outright or in trust 
subject to a general testamentary power of appointment and 
thus qualifies for the estate tax marital deduction, and 
(3) as to any property not passing to or for the benefit of 
the surviving spouse, the same passes for charitable pur
poses and thus qualifies for the estate tax charitable 
deduction. Therefore, under the plan, the family assets 
and Presidential memorabilia, papers, etc., passing to or 
for the benefit of the surviving spouse represent the sur
viving spouse's share of the community property or qualify 
for the estate tax marital deduction and the Presidential 
memorabilia, papers, etc., passing for charitable purposes 
represent the deceased spouse's community property and the 
balance of his or her other property after allowance of the 
estate tax marital deduction. 

If the same tax result is to ,be sought upon any modifi 
cation of the present plan, the modification should be 
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structured so that the above described interplay of the 
rules with respect to California community property and 
the estate tax marital and charitable deductions is pre
served. 

Also, it should be noted that the present plan was 
reviewed and approved by California counsel because of 
the fact that questions with respect to California com
munity property law were involved in its formulation. 
Any proposed modification of the plan should likewise be 
reviewed and approved by California counsel before that 
modification is implemented. 

(2) The San Clemente Property under the Existing Plan 

Upon the President's death, the San Clemente property, 
together with all other family assets except presidential 
memorabilia, papers, etc., will be transferred to The 
Patricia R. Nixon Trust. The property so transferred, 
representing a portion of Mrs. Nixon's share of the community 
property and, possibly, assets qualifying for the estate tax 
marital deduction, will be made available to Mrs. Nixon for 
her exclusive use. All real estate taxes, insurance costs and 
other expenses incurred in maintaining or improving the 
property will be paid out of the income generated by other 
trust assets, and, if necessary, out of the principal of 
the trust. 

If the income and principal of the trust does not pro
vide adequately for Mrs. Nixon and at the same time cover 
the San Clemente expenses, Mrs. Nixon can direct that a 
sale of certain Presidential papers or memorabilia be 
made and that the proceeds be used for such purposes. Cer
tain nonsensitive Presidential memorabilia, papers, etc., 
also representing a portion of Mrs. Nixon's share of the 
community property and, possibly, assets qualifying for the 
estate tax marital deduction, will be retained in The Family 
and Literary Properties Trust upon the President's death 
for such purposes. Such sales will, however, be limited 
to $100,000 per year and to an aggregate of $2,000,000. 

Mrs. Nixon will have the exclusive power to direct the 
retention or sale of the San Clemente property and, if a 
sale is made, the purchase of a replacement residence. 
Mrs. Nixon can also, in her Will, dispose of the San 
Clemente property in any m~1ner she may desire, including 
a transfer to the federal government for public purposes. 
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If Mrs. Nixon does not exercise her power to dispose of 
the San Clemente property by Will, or if she is not 
living at the time of the President's death, the property 
will either be held by the Trustee of The Patricia R. 
Nixon Trust or be sold, with the property or the proceeds 
of sale to be held in separate trusts for the benefit of 
Patricia and Julie and their children. Federal and Cali 
fornia estate and inheritance taxes will be imposed on the 
transfer of the property upon the death of the last survivor 
as between the President and Mrs . Nixon. 

It should be noted that by a minor amendment to the trust 
agreement under which The Patricia R. Nixon Trust was created, 
it could be directed that the San Clemente property would 
pass to the federal government upon Mrs. Nixon's death if 
she failed to exercise the general power of apPOintment 
granted to her under that agreement. If this were done, 
however, Mrs. Nixon could always, by exercising her power of 
appointment, change the intended result. If Mrs. Nixon did 
not exercise her power and the property did pass to the 
federal government, no federal or California estate or inherit 
ance taxes would be imposed on the transfer at her death. 

(3) 	 Alternate Dispositions to Include Transfer to Federal 
Government 

(a) Transfer with Retained Life Estate. 

Basic Plan. Upon the President's death, the 
San Clemente property would be transferred to the 
federal government, subject to Mrs. Nixon's right, if 
she is then living, to the exclusive use of the prop
erty during her lifetime. (It is assumed that if Mrs. 
Nixon is the first to die, the President would want 
to continue to exercise exclusive control over the 
San Clemente property.) 

Mrs. Nixon's Obli~ations Subsequent to the 
Transfer. Absent any cond1t10ns in the instrument of 
transfer to the contrary, ~~s. Nixon would remain 
responsible for payment of real property taxes, 
ordinary maintenance expenses, interest on any out
standing mortgage, and a "just" proportion of any extra
ordinary assessments. In addition, if there was a 
mortgage on the property which had to be satisfied 
by the federal government during the term of her life 
estate, Mrs. Nixon would probably be required to re
imburse the government, either by continuing to pay 
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interest on the amount of the mortgage satisfied or 
by the payment of a lwnp sum based on the current 
value to her of having been relieved of the obligation 
to pay interest on the outstanding mortgage. 

The instrument of transfer can provide that 
the federal government, as remainderman, must assume 
some or all of the obligations normally imposed on the 
life beneficiary. Obviously, however, if too many 
obligations are shifted to the federal government, 
the cost of carrying the property would exceed the 
value of the remainder interest in the property and 
the gift might be rejected. 

Impact on Real Estate Taxes. The California 
Constitution and Revenue and Taxation Code specifically 
exempt federal property used for public purposes from 
taxation. The Revenue and Taxation Code also recog
nizes that less than an entire interest in real prop
erty , e.g. , a life estate, can be subjected to real 
property taxes. Accordingly, when real property is 
transferred to the federal government subject to an 
intervening life estate, the value of the remainder 
interest should be exempt from local real property 
taxes. (At Mrs. Nixon's current age, her life estate 
in the property, determined actuarily, would be worth 
approximately 61% of its current value. A 39% reduc
tion in real property taxes should, therefore, result 
if the remainder interest was vested in the federal 
government.) This point will ultimately have to be 
confirmed by California counsel. 

Impact on Family. A transfer with a retained 
life estate would have an adverse financial and per
sonal impact on the family. Although Mrs . Nixon would 
be entitled to use the property during her lifetime, 
she would still be required to pay real estate taxes 
(although possibly at a slightly reduced rate) and to 
maintain the property. More importantly, she would 
forfeit a considerable amount of flexibility with re
spect to her choice of a residence. If she deter
mined that she did not wish to continue to live at 
San Clemente, she could, of course, abandon her life 
estate, but she would receive no compensation for 
doing so to enable her to purchase a replacement resi 
dence. Having abandoned her ' life estate, the property 
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would become the federal government's exclusively, 
and Mrs. Nixon would have to look to other family 
assets to provide her with a residence . Finally, upon 
Mrs . Nixon ' s death, full ownership of the property 
would pass to the federal government, and thus, no 
portion of the family investment in the property, nor 
any appreciation resulting subsequent to that invest
ment, would ever be recovered for use by family 
members . 

Tax Considerations. The transfer should be 
considered for tax purposes to have been made by Mrs . 
Nixon. Thus, Mrs. Nixon should be entitled to a 
current income tax deduction in the year of the transfer 
and, to the extent not used in that year, for five years 
thereafter. Also, since the transfer will theoretically 
be made by Mrs. Nixon, it will have no bearing on the 
'President's estate tax return. (If a transfer was made 
during the joint lives of the President and Mrs. Nixon, 
with both of them retaining jOint and survivor life 
estates, a federal estate tax would be payable upon the 
death of the first to die. For this reason, the possi
bility of effecting a joint transfer has been rejected.) 

The amount of the income tax deduction avail 
able to Mrs. Nixon would be the actuarial value of the 
remainder interest passing to the federal government. 
Thus, it would depend upon (1) the fair market value of 
the property transferred, (2) Mrs. Nixon's age at the 
time of the transfer, (3) the amount of any outstanding 
mortgage affecting the property, and (4) the obligations 
with respect to the property assumed by Mrs . Nixon and 
the federal government. For example, if the property 
had a fair market value of $500,000 exclusive of any 
mortgage, if the normal rights and obligations were 
assumed, and if Mrs. Nixon was 65 years of age at the 
time of the transfer, the current income tax charitable 
deduction available to her would be approximately
$221,000. 

Historical Precedents. General and Mrs. 
Eisenhower, after he left office, transferred their 
Gettysburg farm to the Interior Department as a na
tional park site. They retained the right to live on 
the property transferred during their joint lives and 
the survivor for six months after the death of the 
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first to die. After the transfer, no change in the 
day-to-day operation of the farm occurred, and General 
Eisenhower continued to pay all expenses of main
tenance. The property was, however, removed from the 
local tax rolls and no further real property taxes 
were paid. (In light of the California law on this 
subject, it would appear doubtful that a similar 
result could be obtained for the San Clemente property. ) 
Subsequent to General Eisenhower's death, Mrs. 
Eisenhower decided that she wanted to continue to live 
on the property, and negotiations with the Interior 
Department resulted in the granting of a "Use Permit" 
permitting her to continue to occupy the residence 
and some surrounding acreage. Under the terms of 
the Use Permit, Mrs. Eisenhower pays all ordinary 
expenses relating to maintaining the residence. 
The balance of the property is maintained by the 
Interior Department. 

Mr. Johnson, after he left office, similarly 
arranged for a transfer of the LBJ Ranch for eventual 
use as a national park site, but with Mrs. Johnson 
to have the right to live on the ranch for the term 
of her life. The transfer of Mr. Roosevelt's Hyde 
Park residence also was made during Mr. Roosevelt's 
lifetime, with arrangements being made to permit 
Mrs. Roosevelt to continue to occupy a cottage on 
the premises for the duration of her life. 

(b) Option to Purchase. 

Basic Plan. The federal government would be 
granted the right to purchase the San Clemente prop
erty upon Mrs. Nixon's death or prior thereto, if it 
is offered for sale to anyone. The option would not, 
however, become firm until the president's death since 
it is assumed that if Mrs. Nixon is the first to die, 
the President would wish to retain exclusive control 
over the property during his lifetime. The purchase 
price to the federal government would equal the family 
cash investment, including the cost of improvements 
paid for by the family. 

Impact on Famil~. During Mrs . Nixon's life, 
assuming she is the surv1vor, real property taxes 
would have to be paid and the property would have to 
be maintained with family assets. Mrs . Nixon would, 
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however, be provided with much more flexibility with 
respect to her choice of a personal residence after 
the President's death than with a transfer with a 
retained life estate. If she decided that she no 
longer wished to live at San Clemente, she could 
offer the property for sale, thus triggering the 
option. Unlike the situation with the life estate, 
however, the proceeds of sale would be available to 
purchase a replacement residence. In any event, if 
the government exercised its option upon Mrs. Nixon's 
death, the cash investment in the property would be 
recovered for use by family members. If the govern
ment failed to exercise its option, the entire prop
erty or its proceeds upon sale would become available 
for use by family members. 

Imtact on Real Estate Taxes. The position 
could possi ly be taken with local tax authorities 
that the option price established the fair market 
value of the property for the family's purposes and 
that the real property tax assessment on the prop
erty should, accordingly, be based on that price. 
Since the cash investment would presumably be lower 
than the fair market value, a reduction, or at least 
a stabilization, of real property taxes should follow 
if this position was accepted. 

Tax Considerations. The underlying testa
mentary instruments would make it clear that the 
entire San Clemente property represented a portion of 
Mrs. Nixon's share of the community property and that 
she was the one who was granting the option. Thus, 
the grant of the option should have no effect on the 
President's estate for federal estate tax purposes. 
In Mrs. Nixon's estate, however, the property should 
be subject to estate taxation, at least at the option 
price. The option grant should also have no effect 
on Mrs. Nixon's income tax liability unless she 
offered the property for sale during her lifetime and 
the option was exercised. At that time, an income 
tax charitable deduction should become available to 
her. 

John H. Alexander 

Richard S. Ritzel 
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SUMMARY 

Revi sion of Es tate P l a n To Inc l ude 
Transfer o f San Clemente Property 

To Federal Government 

(1) reservation o f b asic s t r u c t ure of I an. 
The p resent estate p an 1S struct ure to ta e u a vantage o f 
the interplay o f the appli ca b le r u les deal i ng \.; i t h Ca li f o r n i a 
communi ty property and tl1e estat e tax mari tal and chari t able 
de ductions. Because of this, the plan s hould res u l t in a t ax
fr e e t ransfer o f a ll f amily asset s a nd Pr e s identia l memorabilia, 
papers , etc. , upon the death of the f irst as betwee n the Pr e s i dent 
and Mrs . Ni xon t o die. If the p lan i s t o b e modifi e d and th e 
same t ax r es u l t ach i e ved, the modi f ication should l e av e the basic 
structure of t he present p l a n i nta ct. Also, because questions 
involving Ca liforn i a cownunity p roperty were involved, the 
present plan was r e v iewe d a nd a pp r ove d by Ca liforni a couns el . 
Approval of Ca l i forni a counsel shou ld l i kewise be obtai ned before 
any proposed modific a t i o n o f the pla n i s imple ment e d. 

(2) The San Clemente property under t h e e xi s t i ng p l an. 
Upon the Pres ident's deatl1, the San Cle mente p r ope rty wil l be 
tr ans f erred to The Pa tricia R. Nixon Trus t . If Mrs. Nixon sur
vive s t h e President, the property wi ll be made available to her 
for her excl us i v e us e. All expenses rela ti ng t o the prope rty 
will be paid by t h e t rust. Af t er the pres ident ' s death, Mrs. 
Nixon h a s the absolu t e power t o direct a rete n tion or s a l e of 
the prope rty and , upon a s a le , the purchase of a replacement 
res idence. Mrs . Ni xon a lso h as the power to di s pose of t h e prop
erty by Will. If she does not e xercise the l a tter power, or if 
she does not s ur v ive t h e President , the propert y o r the p roceeds 
of s ale ~...ill be held in separ a te continuing trusts for t h e bene 
fit of Pa t ricia and J ulie. A m·no r ameniliaen t t o the plan coul d 
b e made t o p rovide that i f Mrs. Nixon does no t exercise her power 
of a ppointment the San C1el.nente p roperty would p ass to the fe deral 
gove r n ent. I f t his were done, h owever, M.r s . Nixon cou ld stil l 
e xe r cise her power and ch ange t he i n tended r es u l t . 

( 3) Al ternate dis ositions t o incl de transfer to 
f ederal government. Two a t erna t e d~Spos1~ons o f the Sa n 
Clemente pro perty to include a tra ns f er t o t he fede ral gove r nme n t 
appear possible: 

(a) Transfer wi th retained l ife estate. Upon the 
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P r e s i dent ' s death, the San Clemente property \Voul d be t r ans
f erred to the fe deral government, subj e ct to Mrs. Nixon ' s 
right to t he exclu s ive use o f the p roperty duri ng her life
time. Mr s. Nixon or a family trust would remai n responsible 
for p ayment o f all exp ens es relate d to the property . A 
part i a l r e duc t ion in real estate taxes should result from 
such a t r a ns fer, and t h e transfer should ge n e r ate a persona l 
income t ax de duction for Mr s. Nixon. Mrs. Nixon wou l d, 
unde r t h i s a r rangeme nt, los e a gre a t de a l cif flexibility in 
h e r choice o f a r es i dence , in that if she abandoned h e r li fe 
es t ate s he woul d h a v e to look to other family assets to · 
purchase a r .p lacement res i de nce. There are, however, his
to r ical p r e c e de nts f or such a transfer - the Eisenhovler f a r m f 

t he LBJ Ranch, and the Rooseve lt resi de nce in Hyde Park were 
al l t r ans f erred to the government s ub ject to ar rangements 
to allow Mrs. Eis e nhower, Mrs. Johnson and Mrs. Roo s e velt 
to live on the respective resi dences for the duration of 
thei r lives. 

(b) Op t ion t o purchas e . The federal government would 
be granted the righ t t o purchase the San Clemente property upon 
the death of the l as t surv ivor as between the President and · 
Mrs. dixon , br prior thereto if it was offered for sale to 
anyone. The p ur c hase p ri ce would be set at an amount equal 
to the family c a s h inve s t me nt. 'rhe option would not, how
ever, become firm until the President's death. The family 
cas h investme nt would thus be subject to eventual recovery 
for use by family members . Also , if the government declined 
to exercise the option, the full fair market value of the 
property would becorne available to family merabers. In any 
event , Mrs . Nixon would , under this a r rangement, be p rovi ded 
wi t h some flexibility a s to her choice of a residence, in 
that if she dec i ded that she no longer wished to live at San 
Clemente she \.vould be provided wi th the proceeds of sale re
ceive d from the f ede ral gove r nment or, if the option was not 
e xe r c i sed, from others, to p ur c has e a replaceme nt residence. 

John H. Alexander 

Richard S. Ritzel 



Revision o f Estat e Pla n To Include 
Trans f er o f San Clemente Pr operty 

To Federal Governmen t 

(1) Need f o r Preservation of Basic str uc t u r e o f plan 

The estate p lan a dopted August 14, 1972 by the exe c u
tion o f Hi l ls and th ree separat e Tr ust Agr e e ments c r e a ting 
rfhe Family and Literary Properties Trus t, The I rrevocab le 
Lit erary Trust and The Pa tri cia R. Ni xon Trus t i s s t r uctured 
t o t ake full advantage of the inte rp l ay o f the rule s 'ivi th 
res pect to Cali f orni a community p r ope r t y and the estate tax 
marital and chari table de du c tions . Because of this, the 
t ransfe r o f f amily a s sets and P r e s idential memorabilia, 
p apers , e t c., upon t he de a th of t he first as between the 
P r e siden t a nd Mrs. Ni xon to die s hould not be subject to 
federal o r Cali fo rnia estate or inheritance t axes. 

The essential eleme nts of the pla n are that (1) a s to 
community p rope r t y , since a theoreti c al possibi li t y e xis t s 
t hat the s ur v iving spous e c ou ld rej e ct the tes t a men t a ry 
a r range ment s made fo r h is or he r bene f it and could claim 
hi s o r h er community p r operty outr ight , it is the s ur vivi ng 
spouse who is trans f erring his or her share of the c ommunity 
p r operty i n tru s t, (2) a s to p roperty other than community 
p r operty pass ing to or for the benefit o f the surviv ing 
spous e, the same is receiv e d either out right or in trus t 
s ub j ect to a ge ne r al t estamentary powe r of a ppointment and 
thu s q ual i fies fo r t he e s tate t ax marital deduc tion, and 
(3) as t o any p r opert y not p as s i ng to or for the benefit ·of 
t h e surviving spo use , the same pas s e s f o r chari t able pur
p o ses and thus quali fies for the estate t ax chari table 
deduction. Therefore , under the pl an , the f wni ly as se t s 
and Presidential memo rab ili a, p apers , etc . , p as sing to o r 
f o r the benefi t of t h e surviving s pouse rep resen t the sur
v iving spouse's share of the co~nunity property o r q ual ify 
f o r t he es tate t ax mari t a l deduc t i o n and t he Presiden tial 
memo rabi lia, p apers, etc. , p ass i ng f or charitable p u r poses 
r e p resent the deceased spouse's con~unity proper t y a nd the 
b alance of his or he r other p roperty afte r a llowan c e o f the 
estat e tax marital deduc t ion . 

I f the same t ax res u l t i s to b e sought up on any modif i
c ation of the p res e nt p l a Fl. , the mo d i fi cation should be 
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struct ure d so that the above described interp lay of t he 
rules with r e spect to Cali fo rnia c ommunity p r ope r ty and 
t he estate tax mari ta l and. ch aritable d ductions is p re
s erved. 

Als o , it should be noted t hat the present p lan was 
rev iewed a nd approved by Cali f ornia counsel beca us e of 
t he f act that questions with res p e c t to Ca l i fo r nia c o m
munity p r opert y l aw were i nvolve d in its f ormu lat ion. 
Any p roposed modi f icati on o f the plan sho uld likewi se be 
rev iewed and approve d by Ca l ifo rnia counse l be f ore t hat 
modificat ion is i mp l emen t e d. 

( 2) The San Clemente Prope r ty under t he Existing pla n 

Upon the President 's death , the Sa n Cleme n t e p roperty, 
together wi th all other f amily assets except Pres ide n tial 
memorabilia, papers, e tc. , will be t r a n s f erred to The 
Patri c ia R. ,Nixon Tr us t. The p r operty so transferred, 
representin g a port ion o f Nrs . Ni x on' s share of the c ommun ity 
propert y and , pos sib ly , as sets q ual ify i ng for the estate t ax 
marital deducti on, wi l l be made a vai l ab l e to Mrs . Nix o n f or 
her exclusive use. All r e al estate taxes , i nsurance costs and 
othe r expenses incurred in maint a i ni ng o r improving the 
property wil l be paid out o f the income generat e d by other 
trust asset s , and, if necessary, out of t he princ i pal of 
the t r us t . 

If the inc ome and p ri ncipal of tl1e trust does not p r o 
vid e adequatel y for Mrs. Ni xon and at t h e s ame time c over 
the San Clement e expenses, Hrs. Nixon c a n direct tha t a 
sale of c e rtain P r es ide n'ti al p ape rs or memorabilia b e 
made a nd that t h e p r oceeds be used for suc h purposes. Ce r 
t ain nonsensitive President i a l memorabilia, p ape rs, etc ., 
a ls o representing a p o r tion of Brs. Nixon ' s sha re o f th e 
community p roperty and , possibly, assets qualifying f o r the 
es tate t ax marital deduction , v.,dll be r eta ined in The F ami ly 
a n d Literary Properties Trust upon t h e President's de a t h 
f or such p rposes. Such sales will, howeve r, be l imited 
to $100 , 00 0 per year and to an aggregate of $2 , 0 0 0 , 0 0 0. 

Mrs. Nixon wi ll h ave the e x c l usive power to direct the 
retention o r sale of the San Cl emente p roperty and, if a 
sal e is made, t h e pu rchase o f a r epl a c ement res i dence. 
Mrs. Nixon can a lso, i n her Wi l l , di s pose of the San 
Cle mente property in any manner she may desire , i nclud ing 
a transfer to the fe deral government f o r public purposes . 
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If Mrs. Ni xon does not e xerci se he r power t o di s pos e o f 
t h e San Clemen te p roperty by ~'I1i l l, o r i f she i s not 
l i v i ng at t h e time o f t he Pr esiden t's death , t h e prop rty 
will either b e he l d by t h e Tr uste e of Th e Pat r icia R. 
Nixon Trus t o r b e sold, with the proper t y or t he proceeds 
of sale to be he l d i n s e p a r a t e t r us t s f or t h e be ne fi t o f 
Patricia and J ul ie a nd t he i r children . Feder al and Ca l i 
fo rnia estate and inher ita nce taxes wil l be i mpos ed on the 
transfer o f the p r operty upon the death o f t he last surv ivo r 
as between t he P r es ident and Mr s . Ni xon . 

I t s hou ld be noted tha t by a minor amen dme n t to the trus t 
a greement unde r which The Patricia R. Nixon Trus t was cre ate d , 
it could be d irected that the San Clemente propert y would 
p ass to the f e dera l government upo n Mrs. Nixon's de ath if 
she f a i l e d t o exercise t he general powe r of appointment 
granted to her unde r that a greeme n t . If th i s were done , 
h owever, Mr s. Ni xon co u ld a lways , by exercising her p ower of 
appointment, c h ange the i ntended r e s ul t. If Mrs . Nixon did 
not e xercise ' her p ower a nd the p rope r ty did pas s to t he 
fe deral go vernment, no fe dera l o r Cal i fo r nia e s tate o r inherit 
ance tax e s \<lonld be imposed on t he t ransfer at h er death . 

(3) 	 Al ternate Dis pos itions t o I nc lude Trans f er t o Fe de r al 
Governme n t 

(a) Transfer \ovith Re ta i ned Li f e Es t a t e. 

Ba s ic Plan . Upon the Pres ide n t' s death , the 
San Cleme n te p roperty would be trans f erred to t h e 
fe dera l gov e r nmen t, s ub jec t to Mrs . Ni xon 's right , i f 
s h e is t hen living , to t h e e xclusive use o f the pr op 
erty during her lifetime. (It is assumed tha t if Mrs. 
Nixon i s the f irst to die, t he President would wan t 
t o con t i nue to exercis e exclus ive control over t he 
San Clemen te p rope rty.) 

I1rs. Nixon's Ob lizations Subsequent t o the 
Transfer. Absent any cond1t10ns in th e i nstrument o f 
t rans f er t o t h e c ontrary, Mr s. Ni xo n would r e mai n 
r esponsible f or p aymen t o f r eal property t axes , 
o rdinary ma intenance expenses, interest on any out
s t anding mortgage, a nd a " just" proportion of a ny ext ra
o rdinary assessments. In a dd i t ion , if the re was a 
mo r t gage on the property which h ad t o b e s atisf i ed 
by the f e dera l gove rnme nt during the t erm of her life 
es t ate, Hrs . Nixo n \'lo' ld p r obably be required t o re
i mb u r s e the government, ei ther by continui ng to pay 
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interest on the amount of t he mortgage sat is f i ed or 
by tl1e payment o f a lump S ® 1 b ased on t he curren t 
v a lue to her of having been r elieved o f t he obligatio n 
t o p ay interest on the outstanding mo ,-tga ge. 

The instrumen t o f t r ansfer c a n p rov i de t hat 
the f ederal government , as remainderman , must ass ume 
some o r a l l o f the obligations normally i mposed on the 
life bene f iciary. Obviously, h owever, if too many 
obligations are shif t e d t o the f ederal government , 
the cost of carryin g t he p roperty would excee d t he 
value of t h e remainder interest in the p ropert y and 
the gi f t might be r ejected. 

Impact o n Rea l Estate Taxes. The California 
Consti tution and Revenue a nd 'raxation Code speci f ica lly 
exempt f ederal property us ed for public p urposes f ro 
t a xat ion. The Revenue a nd Taxati on Code also recog 
ni zes tl1at les s tha n an e ntire interes t in re a l pro p 
erty , e.g., a li f e estate, c an be subject~d to rea l 
p roperty t axes . Accordingly, when r eal prope rty is 
t rans f erred t o the federal government s ub ject to an 
i n tervening l i fe estat e, t he value o f the remainder 
inte rest s hould b e exemp t f r om loca l real property 
taxes. (At Mrs . Nixon ' s curren t age, her life e s t a t e 
in th e p r operty, determi ne d ac tuari ly , would be wort h 
approximate ly 61% of i t s current value . A 39% reduc
tion in real p roperty taxes should , there f o r e, r esult 
if t h e r emainde r i nte rest was ves t e d in t h e fe deral 
government. ) This point wi ll ultimat e ly h ave to be 
confirmed by Califor nia counsel. 

Impact o n Fami l y. A t r a ns f er i"ith a retained 
l i f e estate wou ld have an adverse f inanci a l and per
sonal impact on the f ami ly. Al t hough Mrs. Nixon Hould 
be e ntitl ed t o use t h e p ropert y during her li f e t i me, 
she would sti ll be required to p ay real estate t axe s 
( a lthough possibly a t a slight l y reduced rat e ) and to 
ma intain the p roperty. Hore important l y, s he would 
f orfeit a considerable illTIOunt of flexib ility wi th re
s p e c t t o her choice o f a residenc e. If she deter
mined tl1at she did not wi sh to continue to live at 
San Clemen te, she cou l d , o f course, abandon he r life 
estate , b u t she would recei e no compensation f or 
doing so to enable her t o pur9hase a r e p lacemen t r esi 
dence. Having abandoned h r li fe estat e, the p roperty 



would become the f e de ral gov ernment's e x c lusively, 
and IYlrs. Nixon would h ave to look to othe r fami l y 
assets to p r o vi de her with a r eside nce. Finally, upon 
Mr s. Nixon's de a th , ful l ownersh ip o f t he property 
would pass to the fede ra l governme n t , and thus, no 
portion o f t he f ami l y inves t men t in the propert y, nor 
any appreciation resulting s ubseque nt to that inves t
me n t , would ever be r ecove red for use by family 
memb ers. 

Tax Co nsidera t i ons . The trans fe r should be 
considered for tax purposes to have been made by Hrs. 
Ni xon. Thus, Mrs. Nixon s h ou ld be e ntitle d t o a 
c urrent i ncome t ax deduction i n the year of the t ransfer 
and , to t he e x t e n t n o t us e d in tha t year, f or five ye a r s 
t hereaf t e r. Als o , s ince the t r ansfe r will the oretically 
be made by Mrs. Nixon, it will have no bearing on the 
President 's estat e t ax return. (If a transfer was made 
during the j oi nt lives of t n e Pre sident and Mrs. Nixon, 
with both o f them r e tai i ng joint and survivor life 
estate s, a fede r al estate t a x would be payable upon the 
death of the first to die. For this re a son , the poss i
bi l i ty of effecting a joint t r ansfer has been rejected.) 

The amount of the income tax deducti on a v a i l
able to Hrs. Nix on ,.;ould be the actuarial value of the 
remainde r i n teres t p ass ing to the federal governme nt. 
Thus , it would depend upo n (1) t h e fai r market v alue of 
the prope r ty t ransferred, (2) Mrs. Nix on's age at the 
time of the transfe r, (3) the amount of any outstanding 
mortgage affecting the property, and (4) the ob l i gations 
with respect to the property assumed by Mrs. Nixon and 
the feder a l government. For example , if t he prope r ty 
had a f a ir market value of $ 500 , 000 e x clusive of any 
mo r tga ge, if the normal rights a n d obligations were 
assume d p and i f Hrs . Nixon was 65 y ears of age at t h e 
time of the trans f er, the c u r r e nt income t a x chari t a ble 
deduction ava ilab le to her would b e a pp rox ima t ely 
$221 , 00 0. 

Historical Precedent s. General and Mr s. 
Eise nhower, after h left o ff i ce , t rans f erred t hei r 
Gettysburg fa rm t o the Int eri o r De p ar t men t as a na
ti onal park si t e. They re t a ined the right to live on 
the propert y t rans ferred du~ing t heir joi nt l i ves and 
the survivo r f o r six months a f ter t h e death of the 
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f irs t t o d i e. After the t r a nsfer, no change i n the 
day-to-day operation of the f arm occ urred, a n d General 
Eisenhower continu ed to p ay a ll expe nses o f main 
t enance . The prop e r t y was, h ovleve r , remove d f r om t he 
l oca l tax rolls a nd no fu r t h e r real property t axes 
vi re p aid. (In ligh t of the Ca l i fo r nia l aw on th i s 
s ub j ect, i t wo ul d a ppear doub t ful th a t a s i milar 
r esul t coul be ob tained f o r t he San Clemente property.) 
Subsequent to Gene ral Eisenhmler' s death , Mrs . 
Eisenhower decided that she want e d t o cont inue t o live 
o n the property, a nd ne gotia t ions with the Int erio r 
Department r es u lted in t h e g ran t ing of a " Use Permi t" 
peu~itting her t o c onti nue t o occupy the r eside nce 
a nd s ome surrounding a cre age. Unde r t h e t erras of 
the Us e Perrrr i t , Mrs. Ei senhowe r p ays al l o r dina ry 
expenses r e l a t ing t o mai n t a ' n ing t h e. r e side nce. 
The b a l a nce of t he p rop e r ty is ma inta ined by the 
Interior Department. 

Mr . J ohnson , after he left offi ce, simila rly 
arr anged f o r a t ransfe r of the LBJ Ra nch fo r eventu a l 
use a s a national p a r k site, but with Mrs. Johns on 
to have the righ t t o live on t he ranch for the term 
o f her l i f e. The t r a ns fer of Mr. Roosevelt' s Hyde 
Park res idence als o was made du r i ng Vrr. Rooseve l t ' s 
lifet ime , wi th arra ngement s being made t o pe rmit 
Mr s. Roosev e l t t o cont i nue t o o c c upy a cottage on. 
the premises f or the dur a t ion of her life. 

(b) Op tion to Pur chase. 

Basic Plan. The f e deral government ",,,ou l d be 
granted t he r~gh ·t to purchase the San Clemen t e p rop 
ert y upon Mr s. Nixon's de a th o r p r ior t hereto , if it 
is o ff e r e d f or sal e to a nyone. The opti on would not , 
h owever, become f irm until the Pres i dent ' s death since 
i t is ass ume d that if Hrs. Ni xon i s t h e firs t to die, 
t he President wou ld wi s h to reta in e x c lus ive c o ntr ol 
o ver t h e property during h i s l ife time. The purchas e 
p ri c e to the f ederal gove rnment would equal t h e f ami l y 
c as h inves t ment, i nc ludi ng t h e cos t of imp r ovements 
pai d for by the f ami l y. 

Impact on Farni l~. Durin g i,Irs . Ni xo n's life r 
as s LUning she is t he surv~vo r., real property t axes 
vlould h av e t o b e paid and the p r operty ~'lou ld h a ve t o 
be mainta i ned wi t h family as sets . Mrs. Nixon \>Jo ul d , 
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h owever, b e provided with much more fle x i b ility with 
respect t o her choi ce of a personal resi dence af t er 
t he Pres i dent' s de- t h than with a tra nsfer with a 
r e t ained life es tate. If she de c ided that she no 
longer wi s hed to li ve at Sa n Clemente , s he could 
offe r t he prope r ty fo r sal e, thus tri gge r ing the 
option. Un l ike t he sit ua t i on with t h e life estate , 
howe er, t h e proc e eds of sale would be available t o 
p urchase a replacement res idence. In a ny event, if 
t he governmen t e xerci s e d its option upon Hr s. Nixon's 
death, t he c as h inves t rr.c n t in the property would be 
r ecove re d for us e by family mer:ill e rs . If the gove rn
men t f ailed to exerc i se i t s option, t h e ent ire prop
e r t y o r its p rocee ds upon s ale would become availab le 
for use by f arni ly mel bers • 

Imp act on Re a l Es t a te Taxes . The positio n 
could pos sib l y be take n w1tll local tax authorities 
that the option p r i ce es tablishe d the fair market 
valu e of the property for the family 's purposes and 
that the rea l property tax assessment on the prop
erty should, accordingly , be b a sed on that price. 
Since the cash inves t me nt would presumably be lower 
than the f ai r market value , a reduction , or at leas t 
a s t ab i li zation, of real property t axes should folIo"., 
if thi s position was accepted . 

Tax Co ns i derat ions. The underlying testa
mentary instrume nts woul d make i t c lear that the 
enti re San Clemen te property repre sented a portion of 
Mrs . Nixon's share of the comrnuni ty prop e r ty and t hat 
she was the o ne who wa s granting the option. Thus , 
the gr ant of the option shoul d have no effect on th e 
Pres ident ' s estate for fe deral estate tax p urpos e s. 
In Mrs. Ni~on's es tate , howeve r , t h e prope rty should 
be s ub ject to e s tate taxation, a t l eas t at the opti on 
pri ce . The option gr a n t s h ould a l so h ave no ef f ect 
on Mrs . Ni xon' s i ncome t ax liability unles s she 
offered the propert y for sale during her lifetime and 
the option was exerc ised. At t h at ·t i me , an i n come 
t ax charitab l e deducti on shou ld become availab le to 
h e r. 

John H~ Alexander 

'Rich a rd S . Ritzel 


