sghatities): §47-1002(10) (coxempting schools, colleges, and

this matter pursuant to D.C. Code 511-1201 and $47-1009.

after "ACC") is a nonprofit corporation organized under tho g
laws of the District of Columbia, with its principal office

. Hational Center for Digher Cducation.
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SUPERIOR COURT OF THE DISTRICT OF COLUMBIA
Tax Division

J\MERICAN COUNCIL ON EDUCATION,
Petitioner,

V. .Tax Docket No. 3494-84

J

YISTRICT OF COLUMBIA,

00 00 00 00 90 90 00 00 Pe

Respondent.

This matter came before the Court for hearing on cross-

notions for summary judgment. Petitioner, the owner of One
upont Circle (Lot 816 in Square 114), sceks an exemption of
rhat property from real property taxation for Tax Years 1984

lind thereafter pursuant to D.C. Code 547-1002(17) (exempting

]

gdninistzativc headquarters); §47-1002(C) (exormpting public

Lnivorsities); §47-1002(10) (oxempting grounds), and §$47-
L002(7) (exempting library buildings). <he District con-
‘tends that the property is not entitlcd to an exerption under

these or any provicions. Thic Court has juricdiction over

Upon consideoration of the argumcatso of counsel at the
hearing and the record herecin, the Ccurt makes the following:

DIIDINES C? oren

l. Potitioner, Anerican Council on Clucation (herein-

located at One Dupont Circle, N.W. The rcal proporty at this
address is ACE's national headcuarters and is opotatbd a3 the:
2. Petitioner secks exccption of tho projporty {rom real

property taxation for Tax Year 1984 and beyond. The taxes in '

' controvernav are those azsessed for the periods Jniy 1, 1983,
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through June 30, 1984, (Tax Year 1984); July i, 15984, through
June 30, 1985, (Tax Year 1985); and July 1, 1985, through
June 30, 1986, (Tax Year 1986). The tax amount in dispute is

3272,107.50 for Tax Year 1984; $389,435.20 for Tax Year 1985;

Lnd $413,044.10 for Tax Year 1986.
3. ACE paid the real property taxes of $272,107Q50 and

$389,435.20 asseased on the property for Tax Years 1984 and
1985. ACB paid $206,522.05 as the first half of rcal prop-
arty tax assessed on the property for Tax Year 1986.

| 4. ACE timely filed for and thercafter was denied an
jexemption from D.C. real property tax for Tax Year 1984 and
all years thereafter.

5. PFor the involved periods, ACE rented approximately
708 of the square footage of the property to 22 of its nmember
'organizations while leasing five percent of this cpace to
commercial users and rotaining the remaining space (approxi-
imately 25 percent) for use as its headquarters.

6. ACE was foundcd in 1918. It is composed of institu-
tions of higher education, both national and rcgional. It
has approximately 1,459 merber inatiéutions and organizations;
Approximately 1,235 of these are non-profit institutions of
higher éducation. Most of the remaining aembers are cduca-
tional associations, the activities of which are coordinated
by ACE. Approximately 75 of ACE's members are located in the

\Diltrict of Colucbhia.

7. ACE is organized solely for nonprofit educational
and charitable purposes and is exempt from federal income
tax under I.R.C. §501(c)(3). ACE has also been granted
exenptions from porsonal property tax, income and franchise
tax, and sales and use tax in the District of Coluzdia.

8. ACE's primary purpose is stated in its Coanstitution

as follows:
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The particular deeds and purpose of tho cor=- ,
poration are educational and are to advance cduca-
tion and educational methoda through comprenensive,
voluntary and cooperative action on the part of
Arcrican educationcl ascociations, orcanizations
and institutions, and in fulfillment of thin pur-
pose to conduct, assist, and cncourage schelorly
investigations in the field of cducation, dovice
techniques, colleet and disseminate infocmation,
and in other ways to cerve ecducation in cuclh under-
takings as may be recquired and approved fron year
to ycar and {rom generation to generation for the
common welfare.

9. The Council's primary function is to coordinate and
inify the educational work and programs of its merber insti-
Lutions and organization. ACE's efforts include (a) coord-

-

inating and facilitating the exchange of information and

ideas relating to new developments in higher education; (b)
eveloping progroms pertaining to academic affairs, institu-
tional managenont, professional development, curriculum,
affirmative action, the handicapped, minorities and women;
and (c) facilitating international research, training, teach-
ing, and scholarly exchange.

10. The Council conducts a number of seminars and train-
ing programs in the District of Columbia and tlL.ouyhout the
country including Ptesident}al Leadership COlloquia,'ptotcs-
sional development programs for college presidents, and
Colloquia for Academic Administrators.

1l. ACE maintains a higher education and information

hl

center lib;ary at its One Dupont Circle locatioﬂ. The librar}
is open to the general public without charge.

12. ACC adninisters the General Educational Developnent
(GED) Testing Service. The GED tests are available to all
members of the gereral public.

13. All of the aforementioned programs and many other
activities are conducted by ACE in furtherance of its pu:pooJ

of administration, coordination and unification of ito noa-'

bers® programs.
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14. ACE asserts that its office building is entitled to
uxemption from District of Columbia real property taxation
Under D.C. Code §§47-1002(7) (1981) (library building);

7-1002(10) (buildings belonging to and operated by schools,
Lollegea, or universities); 47-1002(8) (buildings used for

Lurpoaes of public charity principally in the District of
&olumbia: 47-1002(17) (buildings belonging to organizations
~harged with the administcation of institutions entitled to
2xemption and used as administrative headquarters thereof);
d 47-1002(18) (grounds belonging to institutions entitled
o exemption and’ required and actually used by them for
arrying on their exempt purposes).

15. The educational organizations that currontly
Jointly occupy the building with ACE are all nonprofit
gembers of ACE that are responsible for various types of

administration, coordination, and unification of many
segments O0f the higher education community.

l16. ACE and the other nonprofit tenants share certain
administrative, overhead, and support costs, including:
copying, addressing, mailing, publishing and data processing.
17. The ACE mermbers who occupy the proporty pay ACE a
reduced rent which ACE argques is because of the interrelation
among the organizations and is a cost sharing arrangenent
necessary for the member organizations' economic gurvival.
18. The National Center was formed to (a) serve as the
headquarters for the major national education associations;
(b) provide meeting and conference facilitiocs for the member
organizations; (c) provide office and research facilities for
college and university representatives when in tjashington.
19. Virtoally all of the Council's progron and admin-
. istrative staff is locatcd in tho District of Colucdia. All
| business, banking, and purchasing activities associated with
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the Council's $30 million annual operations budget are

based in the District. 1In addition, the Council's weekly

ewsletter, disseminated to more than 23,000 educators, is

Kublished in the District.

CONCLUSIONS OF LAW

1. Adninistrative Headquarters Zxcnption - §47-1002(¢17)

ACE argues that the portion of its property that it
dccupies 1s entitled to real property tax exemption for
lax Years 1984-86 and thercafter pursuant to D.C. Code
347-1002(17) (1981 ed.). That section exempts from real

property taxation:
Buildings belonging to organizationc vhich are
characd with the adninistration, coordination, or
unification ol activities, locally or otherwice, of
institutiona or organizations cntitlcéd to exerdtion
under th» provisions of 5547-1002, 47-10685, and
47-1007 %o £7-1010, and used as administrative
headquarters thereof.
The building in question belongs to ACE, a noaprofit
District of Columbia corporation. The offices of ACL's
officers are located at the property, and virtually all of
the Council's programs and activities are administcred there.
The property is ACE's administrative headquarters and con-
tains its principal office. The organization fuifillisc the
statutory requirement that it be "charged with the adoinis-
tration, coordination, or unification of activities, locally |
or otherwise,” of its recbers.

In Confereonce of 'ndor N2licicus Suporiors of Um—ean v,

District of Colurhia, 121 U.5. App. D.C. 171, 3408 .24 783

(1965), the Court held that the Conference, which consisted
of approximately 300 Roman Catholic liother Suporiors, was

exenmpt from real property tax under the predecescsor to D.C.

Code £47-1002(17). Petitioner ascerts in the instant case

vides advice on how its members can best be oporated to

[UE—

A i
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’programs of interest to the higher education community it
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fulfill their educational and charitable purposes. Also like

the Conference, ACE disseminates information and undertakes

serves. In addition, ACE maintains that, like the Conference,
it actively ingtructs educators £0t.varioua roles in the
higher education community through a variety of higher educa-
tion programs.

Respondent argucs that §47-1002(17) is inapplicable be-
cause ACE does not administer the activities of orcanizations
entitled to property tax exemption under the D.C. Code. %he
Government contends that the provision exemptc property owned
by a coordinating organization administering the activities
of institutions owning real property in tho District that is
used for excrpt purposcs. Respondent cites to t50°1ogislat1vc
history of the statutes in question in an effort to extract
the Congrecsional intent in enacting them. Tac Covernment
argues that Congress did "not intend that institutions which
have no connections with local problems or local activities,
in some form or other, schould be exempt « « «® [H.R. Rep. No.
2635, 77th Cong., 2d Sescs. 6 (1942).

In cont:adiction. petitioner argues that thio statute
does not require that the institutions or organications whose
gctivitieg ACE coordinates and adninigsters cctually own tax
exempt real property within the District. Rathez, petitioneor
states that £47-1002(17) requires only that thosce institutions
or organizations, whose activities may be concucted “"locally
or otherwise,” be entitlcd to exemption.

Upon consideration of the parties® contentions concerning

the purpose and breadth of this statutory provision, the
Court is porsuaded that the languige of the statute does

necessarily encorpass those institutions or orgonizations
!y

!
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Vhich rpay not actually own real estate in the Distcict of
|olumbxa. Respondent's contrary interpretation of the ian-
uage would have the Court ignore the "ent:itled to exemption®
}anguage and substitute the word "exempt.®™ Moreover, as

vetitioner aserts, the Court finds that respondent's trans-

kation renders the "locally or otherwise" language useless,
Lince the activities of institutions or organizations owning
Leal property in the District are necessarily local. Under
khe plain meaning of the statute, it is only necessary that
khe institutiona or organizations whose activities are coord-
Lnated would be cntitlcd to real property tax excmption under
Lny one of the provisions of the exemption statutes, if they'
’uare to own real proporty within thoe District. [~z~z2d,

i
'”onferrncn of *niorg Dmalloir~ Cneariors of MWor~n, IRS. Y.

g

‘Dintzict 0 Colurhin, 121 U.f. App. D.C. 171, 348 7.24 703,

784-786 (1965), (The 300 roligious communities ciministered
by petitioner were located "throughout the country," and
there was no evidence that they actually owned excmdt prop-
erty in the District; nevertheless, these comrunitics met the
statutory requircment since they "would be individually
entitled to exerptien under the D.C. Code . . ."); Chrintion

Collecce Concortivun, Inc. v. Dintrict of Colurhin, Tax Docket

3353-84 (D.C. Superior Court, Dec. 21, 1984) (llonoc of the 71
member institutions whose activities petitioner ccministered
was located within the District or owned real property there.
Each, however, would be entitled to exemption as a school,

college, or university).

The work and programs of ACC undeniably cerve and encoo~

e

pass the District and its reoidents. In &cdition, virtually
| a1l of ACZ's programs and activitics are administored and
coordinated within the District. it is cleor that the ACD

R SO Rk, B B R




headquarters located in One Dupont Circle quaiifies for real
property tax exemption under §47-1002(17). Although ACE's
activities are obviously national in scope, that alone does

not disqualify it from exemption. Szc Coaferonce of Relige

ious Superiors of 'oman, Inc. V. District of Colur»in, supraj

Christian College Congortiun, Inc., v. Dictrict of Colurbia,

_pupray see aigo National Catholic Cducational Ascociation v,

District of Colurbia, 96 D.W.L.R. 853 (D.C. Tax Ct. May 22,

1968) . ACE has a direct and substantial conncction to the
District of Columbia and is entitled to a real property tax
exemption for its administrative headquarters.

II. Tho OACT l‘erbdber~-Occupants

Petitioner argues that although a portion of the AC2
property is occupied by 22 ACC merbers, the entire property
should be tax exocdt (with thoe ecxception of the 5 porcont
leascd to comnercial tenants that is not the subject of this
litigation). Pctitioner claims that although thoe mocder
occupants <o pay rccuced reat to ACCZ, thelr c¢oals and func-
tions are co rmosheod with the caaritadio and coucational
purposces of ACC itcelf that the tax excodt ctaltus of the
property must not change. DJctitioner argucs tuaat ACT depends
on the occupancy and cloce proximity of itoc oomber organiza~
tions. Without thon, ACC's coais would wo coverely hincercd.

in addition, OC3 arcucs that ito reecipt of reat {ron
its member coccupcnta Goes not Gefcat thie exerdtion for tho
gpace thoy occupy. oISccause tie ront 4o cot at a lovor tacn
market value, it shouid be congtrucd as a coce=-sharing systen
made in furtherance ol ACS'sc purpoces ond mot o3 commoreial

zent. Potitioner cites several cascec da curzort ol 4L

positicn: U~tismnl CoAtalia a1l nzn Conlinnencn o, Diesrigh o7

VAL, G T AR T A et . P U 45
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Colurhia, 76 D.W.L.R. 461 (May 7, 1940); Rintrict o2 Colurhin
‘.

ot
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'V. Vestry of St. Joames Parish, 80 U.S. App. D.C. 314, 153

[F.2d 621 (1946); St. John's Hall, Inc. v. Dirtzict of

jcolurbia‘ 92 D.W.L.R. 340, 342 (D.C. Super. Ct., Feb. 28,
"1964) .

2 Respondent asserts that ACE's claim to exemption of that
ipart of its property rented to other member organizations is

Vinvalid. The District contends that, unlike Catholic Iorn

.for Aged Ladies, Inc. v. District of Colurhin, 161 F.2& 901

:(BeCes Cir. 1947) (court found that a charitablc corporation
.renting a building to another closely related and integral
“chazitable organization remained tax exempt), ACI'as connec~

ﬁtion with the other member occupants is much more attenuated

;and much less one of dependency.

. The Court is troubled by petitionor'a clain of tax exempi
xatatus for the ar<a occupicd by the 22 ACE momder tonants. A{-
;though each tconont currently onjoys a tax cxcrt otatus, the
€cOutt Zindg that norely occupying the building and helping to
ﬂfuztho: the goals of ACS does not in and ol itccli congtitute
-a sufficient conncction or interdopondent rclationship to
:juatify granting a real cotate tax coxemption {or the entire

i
property. The facts on the actual functions ol the 22 pemberd

are not completely clcar. Unile the Court belicves that the
;cu:rent residents do participate in many of ACE's activities,
tthe Court is not satiosficd, based on the factgs pregented, tha:

;each tenant is "rcasonably required by petitioner in carrying

~

.out its purposes and work" as stated by the Court in lationc

| Lt

Catholic Nfuenticnal N--z2eciation v, Dintrict of Colurbia, 96

"D.H.L.R. 053 (D.C. Tax Ct. Hay 22, 196C). Whother such a
‘vast cxerption was conterplated by Congress in the legisla-

I’ .
: tive history of the §47-1002 exemptions also cust be viewed

!

“4n light of a closer examination of each merbor'as activities.

1 Merely reducing the reamt and renaming it ®coct-sharing® does
i . K

l!
fi




not circumvent the fact that ACE could, in fact, function
without one or more of its member tenants occupying space
nearby. Moreover, the Court is also not persuaded by the
record herein that any explicit requirements exist for occu-~
pancy in ACE's building other than simply being a member
organization. Therefore, it becomes a factual question as to
vhether current residents are integral cnough parts of ACE's
funciions to qualify for tax-exempt status.

The receipt of income from a portion of tax oxempt
property may defeat the excemption for that portion of the
property if the rent or income is received for an activity
other than that for which the exemption is granted. D.C.
Code §47-1005 states:

I ony building or any portion thezcof or qrounds,
beloncing to and actualiy uscd by anr {nntitution
or organiczation cntitlnd to cnemnilon under the
provisiono of §547-1002 and 47-1C37 to 47-1010 are
uscd to sccure a rent or incem Jor any activity
oth~r than that {or waich ciucrption is cranted,
such building, or portion thereof, or grounds,
shall be assesscd and taxed.

S2e also Distirict of Colurbia v. [larviand Svnod of tho Luthoran

Church, 307 A.2d 735, 737 (D.C. 1973) (holding that in deter-
mining whether a property is tax exempt, the crux is the use
of the property, and not the fact that the income may be de-
rived from the property.) The Court finds that the specific
functions and operations of each of the member tenants pre-
benta a factual question (notwithstanding petitioner's and

respondent's clainm of no material facts in dispute) requir.ig

& full factual disclosure and application of §47-1005 to
those facts. Accordingly, the Court finds that crogcs-
motions for summary judgoent as to the spaces leased to the
22 mexber organizations by ACC must be donied at this time.
II11. D2udblic Charisy Mrm~—=tien - §47-1002(0)

Petitioner claizs th~t in addition to being cxo=pt

RS e o

?utuuant to 847-1002(17), c<he proporty is ozcrort fzea zeal
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Jroperty tax pursuant to §47-1002(8). 1Indeed, there is no
Lequirement that exempt uses fall within one, and only one,

3tatutory provision. First Superet Branch Church of Washe

nqton, D.C., Inc. v. District of Colurbia, 112 D.W.L.R.

369, 374 (D.C. Su sr. Ct., Peb. 24, 1984). "Charity® under
'$47-1002(8) is defined as follows:

Chariteble in its lecocal sensce nar be delined an
corwrising four principle diviscionn: (1) relioef of
povertyy (2) ~7—wnnconent of oduc~tl~n; (3) advance-
ront of religion; and (4) other purposcs beneficial
to the community.

-sorld Plan Cxzecutive Council -- United States v. Dictrict of

'COlumbia, Tax Docket Nos. 3108-82 end 3199-83, Order at 8
(D.C. Super. Ct., liarch 21, 1984).

It is clear that ACE's purpose, as stated in its Con-
istitution, is the advancement of education and educational
‘methods for the cocmon welfare. Therefore, the section of
the property occupied by ACC itself falls sccuaroly within the
second definition of charity as set forth in "»r-ld Plrn. For
the foregoing reacons, the Court finds that ACBR's heoadgquar-
ters should be allocated tax exempt sctatus under §47-1002(c’.

IV. Pluildir~s Dnlenaine &0 Schools Exeroticn - §47-1002(10)

D.C. Code $47-1002(10) exerxptsos

Tulléincs belerncinn to and opnrcted DY acheolso,
colleces or universsities vhich are ot erganized or
co2roted for private ¢aln, and wiich eodraco tho
conorally recognized relationship of teacher and
student.

Petitioner argues that by virtue of its varjous lecader~
ship training programs, ACC qualifies as a school, college,
or university undoc §47-1002(10). ACE asserts that since
1,235 of its 1,459 mecbers are institutions of higher educa-
| tion, the statuto is satisfied and ACB's activitics ecbrace

| the generally recognizcd relationship of student and teacher.
Recpondent avorsc that potitioner is not o cchicol, col-

1egae, or univorsity in the strictest sense, and Coes not
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purport to offer course credit, maintain an academic frculiy,

or have a student body. See ¥ashington Theatre Cl., Inc. «,

Listrict of Colurbia, 311 A.2d 492, 493 (D.C. 1973}).
The Court is in agreement with respondent on this issue. ;

Although petitioner may offer tzairing seminars and various

colloquia, the Court does not belicve that ACE functions as

!a 8chool or university within the meaning of §47-1002(10).

{
ghccordingly, petitioner would not be granted tax exempt !
!

status based on §47-1002(10).

i

V. Grounds Dolongird to onempt Inastitvislens = 547=-1002(18)

Petitioner claims an exemption under $47-1002(18), whichs

!

exempts:

!
|
Groundd bciorgine to and rcasenc™1rr rcocuired and |
cctually used f£or the carzrin~ on of thn netivities:
ol purpoccso of any inoctictut o or eoncondication E
cntitled to cxcrmiion undor T~ nroviciens of
§547-1002, 47-1005, and 47-1G37 to 47-1010. )

i

The Court finds that thoe porcontage of the building

S,

found to be excrpt under §547-1002(17) aac 47-1002(0) should

B o
.

correspond to the percentage of tho grounds gurrounding the

building that is to be considered tax cxcipt. Accordingly,

only that portion of the grounds (approximately 25 percent)

S T

is to enjoy tax exerpt status until thore is a full hearing

on the portion occupied by the 22 merbers.
VI. Library Duilding Dierntion - §47-1002(7)
Finally, petitioner, in its initial petition, claimed an

VTR o e Sy g e e e g
= : D p—
T SRR

; exemption under §47-1002(7), whicih exerptss:

Librazy buildin~s belonging to and operated by
organizations which are not orcanized or operated
for private gain and are open to the public

i generally.

The ACE library is contained within the Council's of-~

| £ices. Respondent alleges that the library is not open ro

E the public, its subject matter iz confined and related to

ﬁ ACE's particular purposes, and its existence is not adver-

o

I§
H
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tised openly. Therefore, the library dues not fall within
the meaning intended by §47-1002(7).

l The Court finds that, although this particular claim to

%he exemption was not specifically enumerated by petitioné:.
%n its Proposed Findings of Fact and Conclusions of Law, the
glaim merits some discussion. Upon review of the record
ﬁerein, the Court believes that the library §oea satisfy the
?equitements of §47-1002(7). 1In the instant case, there
gould be no effect on petitioner's tax liabiity given the
%act that the Court has previously found ACE's offices exempt
énde: several other sections of the Code and.the library is
%ontained within those offices. However, the Court is satis-~
fied that the library is open to the gencral public. While

}ts contents may be somewhat subject-specific, its functions

Zall well within the purpose contecplatcd by the legislature
! .

i
4n enacting 547-1002(7). Accordingly, the Cocurt £inds that '
th area within Cao Dupont Circle occupicG by the library is %
li

hax exempt under 547-1002(7).
% Wherefore, it is this 20  day of fiay, 1966,

ORDERED that petitioner's Motion for Summary Judgment is
#ereby granted for the portion of the ACT proporty located at

I .
Sne Dupont Circle that is occupied by the ACD headgquarters

Lnd offices. This portion is real estate tax exerpt pursuant |

]

'~0 D.C. Code §547-1002(17), 47-1002(3), ond the library would ?
‘ge exez»t, if ceparate, under 547-1002(7). Accordingly, ACD
;s to be refunded by the District uf Colurdia the rcal prop-
hcty tax it hao paid for Tax Years 1004, 1905, and 1906, with '
?ntetest from the cates of payment; and it is ”
FPURTECR ORDERED ghat petitioner's liotion {or bummary

F

udgment regarding the area ol tho ACZ building that is
}cntcd to the member organizations is hereby denied; and it

iy

]
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“ FURTHER ORDERED that respondent's Motion for Summary
Judgment regarding the ACE administrative offices is hereby

denzed; and it is

H FURTHER ORDERED that respondent's Motion for Summary

.budgmeqt for tho portion of ACE that is rented to the ACE

5embers.is hereby denied; and it is

g FPURTHER OIODRED that petitioner is to present an Order
Eor Proposed Refund for Tax Ycars 1984, 1985, and 1986 within
tcn days of the signing of this Order.

h FURTHER ORDCRED that this matter is set for a status
hoating on the remaining claim of exemption of the 22 members

ot ACE on June 16, 1986, at 93130 a.m. in Courtroom 21.
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COpiea to:

nmlnh A. Favlor, Cocuire
10090 11 Street, l.W.
yashington, D.C. 20030,

nichaxd G. hrato, Orcadre

'07fice of tin CO-pochian Co:nsel, D.C.
1133 tlorth Copitol Sticot, M.B.
'i“hington' D.C. 20002




