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FEDERAL ELECTION COMMISSION

WASIUNGTON, D.C. 20463

July-15, 1980

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

James F. Schoener

Jenkins, Nystrom & Sterlacci, P.C.
2033 M Street, N.W., Suite 504
Wachington, D.C. 20036

Re: MUR 120C3
Dear Mr. Shoener:

The Federal Election Commission has reviewed the
allegations of your complaint dated April 8, 1980.
Orn the basis of the information provided in your complaint
and informaticn provided by the respondents, the Commission,
on July 10, 1580, voted to terminate its inquiry. rphe Commission
deterinined that substantial compliance had
respect ta cthe allegations in your complaint.

Accordingly, the Commission has decided to close the
file in this matter. The matter will become part of the public
record within 30 days.

hould additicnal information come to your attention
which you believe establishes a violation of the Act,
clease contact Scott Thomas, the attorney assigned to this
iratter at telephone no. (202) 523-4000.

ﬂuflCo N SLoele
General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

James F. Schoener

Jenkins, Nystrom & Sterlacci, P.C.
2033 M Street, N.W., Suite 504
Washington, D.C. 20036

Re: MUR 1203
Dear Mr. Shoener:

The Federal Election Commission has reviewed the
allegations of youtr complaint dated April 8, 1980.
On the basis of the information provided in your complaint
and information provided by the respondents, the Commission,
on July 1Q, 1980, voted to terminate its inquiry. The Commission
determined that substantial compliance had been achieved with
respect to the allegations in your complaint.

Accordingly, the Commission has decided to close the
file in this matter. The matter will become part of the public
record within 30 days.

Should additional information come to your attention
which you believe establishes a violation of the Act,
please contact Scott Thomas, the attorney assigned to this
matter at telephone no. (202) 523-4000.

Sincerely,

Charles N. Steele
General Counsel

g
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FEDERAL ELECTION COMMISSION

WASHINGTON, D.C 20403

July 15, 1980

CERTIFIED MAIL
RETURN RECEIP. REQUESTED

Steve Nissen
Aanatt, Phelps, Rothenberg,
and Tunney
1838 Century Park East, 21st Fl.
Los Angeles, California 90067

Re: MUR 1203
Dear lr. Nissen:

On Apyril 11, 1980, the Commission notified your

ient, Linda Ronstadt, of a complaint alleging that

may have violated certain sections of the Federal
Li=ction Campaign Act oi 1971, as amended.

The Commissicn, on July 1, 1980, determined that
on tia: basis of the information in the complaint and
information provided by the respondents, there is no
reasonl to believe that a violation of any statute within
1ts jurisdiction has been committed by your client.
Accordingly, the Comnission has closed its file in this
mather with regard to her.

Sincerel

;

Cha™les
Gonoeral




FEDERAL ELECTION COMMISSION

WASHINGTON, D C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Steve Nissen
Manatt, Phelps, Rothenberg,
and Tunney
1888 Century Park East, 21lst Fl.
Los Angeles, California 90067

MUR 1203

Dear !Mr. Nissen:

On April 11, 1980, the Commission notified your

client, Linda Ronstadt, of a complaint alleging that
she may have violated certain sections of the Federal
Election Campaign Act of 1971, as amended.

The Commission, on July 1, 1980, determined that
on tke basis of the information in the complaint and
information provided by the respondents, there is no
reason to believe that a violation of any statute within
its jurisdiction has been committed by your client.
Accordingly, the Commission has closed its file in this
matter with regard to her.

Sincerely

Charles N. Steele
General Counsel




FEDERAL ELECTION COMMISSION

WASHINGTON, D C. 20463

July 15, 1980

CERTIFIED MAIL

KRETURN RECEIPT REQUESTED

Robert F. Bauer

1101 Seventeenth Street, N.W.
Suite 406

Washingten, D.C. 20036

Re: MUR 1203
Dear Mrp. Bauer:

On April 11, 1280, the Commission notified your clients,
Scnator Gary Hart and the Hart for Senate Committee, of a
complaint alleging that they may have violated certain secti
of the Fed I Election Campaign of 1971, as amanded. A cop

i was forwarded tc them a2t that time. Your
this matter, dated April 30, 1980, has been

ons
7

On July 1, 1980, the Commission determined that
on the basis of intormation contained in the complaint
and information provided by you, there is no reason to believe
the Hart for Senate Campaign Committee violated 2 U.S.C.
§ 432{(c) (23 or 2 U.5.C. § 432(b)(3). In addition, there
were not four Commissioner votes in favor of finding reason
to beileve the t for Scnate Campaian Committee violated
21h.54C. § 4410 The Commission has therefore closed the file
' with reagard to your clients.

your information, the Commission also detcrmined

no reason to believe that perscns who might have
promotion costs of the concert 1n guestion violated

s ddlatay) or 2 H.S.E. § 441k aY) o that Linds Ronshadt

2 U SIEL 1§ s Ea) (U ER .




Letter to: Robert F. Baucr
Page 2

If vou have any questions, please contact Scott Thomas,
the attorney assigned to this matter, at (202) 523-4000.




FEDERAL ELECTION COMMISSION

WASHINGTON. D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED:

Robert F. Bauer

1101 Seventeenth Street, N.W.
Suite 406

Washington, D.C. 20036

MUR 1203
Dear Mr. Bauer:

On April 11, 1980, the Commission notified your clients,
Senator Gary Hart and the Hart for Senate Committee, of a
complaint alleging that they may have violated certain sections
of the Federal Election Campaign of 1971, as amended. A copy
of the complaint was forwarded to them at that time. Your
explanation of this matter, dated April 30, 1980, has been
received.

On July 1, 1980, the Commission determined that
on the basis of information contained in the complaint
and informdtion provided by you, there is no reason to believe
the Hart for Senate Campaign Committee violated 2 U.S.C.
§ 432(c)(2) or 2 U.S.C. § 432(b)(3). In addition, there
were not four Commissioner votes in favor of finding reason
to believe the Hart for Senate Campaign Committee violated
2 U.S.C. § 441d. The Commission has therefore closed the file
in this matter with regard to your clients.

For your information, the Commission also determined
there is no reason to believe that persons who might have
advanced promotion costs of the concert in question violated
2 U.8.C. § 441la(a) or 2 U.S.C. § 441b(a) or that Linda Ronstadt
violated 2 U.S.C. § 44la(a)(l)(A).

s
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Letter to: Robert F. Bauer
Page 2

If you have any questions, please contact Scott Thomas,
the attorney assigned to this matter, at (202) 523-4000.

Sincerely, ~

Charles N. Steele
General Counsel




BEFORE THE FEDERAL ELECTION COMMISSION
In the Matter of
Hart for Senate Campaign

Committee

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal
Election Commission, do hereby certify that on July 10, 1980,
the Commission decided by a vote of 6-0 to take the
following actions regarding MUR 1203:

1. Send the letter, as attached to
the Memorandum to the Commission
dated July 8, 1980, to counsel
for respondent Hart for Senate
Campaign Committee.
2. Close the file in this matter.
Voting for this determination were Commissioners Aikens,

Friedersdor€f, Harris, McGarrv, Reiche, and Tiernan.

Attest:

Marjorie . Emmons
Secretary to the Commission

Received in Office of the Commission Secretary: 7-8-80, 10:00
Circulated on 48 hour vote basis: 7-8-80, 4:00




July 8, 1980

Marjorie W. PFmmons

PROM: Jane Colgrove

SBBJECT: MUR 1203

Please have the attached Memo to the Commission
on MUR 1203 distributed to the Commission on a 48 hour
tally basis.

Thank you.




RECEIVED
QFFICE OF THE
COMMISS:Ot SECRE TARY

FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463 80 JUL 8 All): 00

July 8, 1980

MEMORANDUM TO: The Commission

FROM: Charles N. Steel
General Counsel

SUBJECT: Letter to respondent in MUR 1203
closing file

On July 1, 1980, the Commission approved five of the
six recommendations of the First General Counsel's Report
in MUR 1203 (Hart for Senate Campaign Committee). By a
vote of two for, two against, and two abstaining, the
Commission disapproved the General Counsel's recommendation
that the Commission find reason to believe the Hart Committee
violated 2 U.S.C. § 441d but take no further action.

In light of the Commission's determination, we have
redrafted the proposed letter to the Hart Committee. A copy
of the redrafted letter is attached. The letter indicates
that there were not four votes in favor of finding reason to
believe the Hart Committee violated 2 U.S.C. § 441d.

It further indicates that the Commission has closed
its file in this matter.

Recommendation

o Send the attached letter to counsel for respondent Hart
for Senate Campaign Committee;

2. Close the file in this matter.

Attachment

Proposed letter to Hart Committee




FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Robert F. Bauer

1101 Seventeenth Street, N.W.
Suite 406

Washington, D.C. 20036

MUR 1203
Dear Mr. Bauer:

On April 11, 1980, the Commission notified your clients,
Senator Gary Hart and the Hart for Senate Committee, of a
complaint alleging that they may have violated certain sections
of the Federal Election Campaign of 1971, as amended. A copy
of the complaint was forwarded to them at that time. Your
explanation of this matter, dated April 30, 1980, has been
received.

On July 1, 1980, the Commission determined that
on the basis of information contained in the complaint
and information provided by you, there is no reason to believe
the Hart for Senate Campaign Committee violated 2 U.S.C.
§ 432(c)(2) or 2 U.S.C. § 432(b)(3). In addition, there
were not four Commissioner votes in favor of finding reason
to believe the Hart for Senate Campaign Committee violated
2 U.S.C. § 441d. The Commission has therefore closed the file
in this matter with regard to your clients.

For your information, the Commission also determined
there is no reason to believe that persons who might have
advanced promotion costs of the concert in question violated
2 U.S.C. § 44la(a) or 2 U.S.C. § 441b(a) or that Linda Ronstadt
violated 2 U.S.C. § 44la(a)(l)(a).




Letter to: Robert F. Bauer
Page 2

If you have any guestions, please contact Scott Thomas,
the attorney assigned to this matter, at (202) 523-4000.

Sincerely,

Charles N. Steele
General Counsel




In the Matter of
Senator Gary Hart

Bart for Senate Campaign Cammittee
Linda Ronstadt

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the Federal Election
Camission's executive session on July 1, 1980, do hereby certify that
the Camission took the following actions in MUR 1203:

1. Decided by votes of 6-0 to:

a) Find no reason to believe that Linda Ronstadt violated
2 U.S.C. §44la(a) (1) (n);

b) Find no recason to believe that the Hart for Senate
Campaign Camittee violated 2 U.S.C. §432(c) (2).

c) Find no reason to believe that persons who might have
advanced pramwtion costs of the concert violated
2 U.S.C. §44la(a) or 2 U. S.C. §441b(a);

Find no reason to believe that the Hart for Senate
Campaign Cammittee violated 2 U.S.C. §432(b) (3).

Approve the letter attached to the General Counsel's
June 16, 1980 report, subject to revision to conform
with actions taken this date.

Failed on a vote of 2-2 to find reason to believe that
the Hart for Senate Campaign Committee violated 2 U.S.C.
§4414, but take no further action.

Camissioners Friedersdorf and Reiche voted affirmatively
to make the finding. Commissioners Harris and McGarry
dissented. Commissioners Aikens and Tiernan abstained on the vote.

Attest: . M ;

Marjorie W. Emmons
Secretary to the Camission




FEDERAL ELECTION COMMISSION

WASHINGTON, D C 20463

N

FROM: MARJORIE W. EMMONS/MARGARET CHANEY %@

MEMORANDUM TO: CHARLES STEELE

DATE: JUNE 18, 1930
OBJECTION -
SUBJECT: YR 1293 - First General Counsel's Renort
dated 6-16~-897+ Received in 0OCE 6-16-810, 12:10
The above-named document was circulated on a 48

hour vote basis at 4°99, June 15, 19890,

Commissioner Tiernan subritted ah ohjection at the close
of business June 17, 1980,

This matter will be placed on the Executive Session
Agenda for Tuesdav, June 24, 1980,

A conyv of Cormissioner Tiexnan‘s vote sheet is attached

showing his corments.

AZTACHAEND::
Cony 0f Yote Sheet
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' FEDERAL ELECTION COMMISSION

1325 N STREET N\
WASHINGTON . D.C. 20463

Date and Time Transmitted: -‘90!‘953:: 6-16-80
sUVy

Commissioner FRIEDFRSDORF, AIXENS, TIZRNAN, McGARRY, REICHE, FARRIS

RETURN TO OFFICE OF COMMISSION SECRETARY 8y:  "EDWESDAY, JUNE 18, 1980

e SCRA%4

1203 - First General Counsel's Report dated 6-16-80
MUR No.

Fﬁ approve the recommendation 4
({_ )" object to the recommendation
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June 16, 1980

MEMORANDUM TO: Marjorie ¥W. Emmons
FROM s Elissa T. Garr
SUBJECT: MUR 1203

Please have the attached First GC Report distributed

to the Commission on a 48 hour tally basis. Than Jou.




_ PEDERAL ELECTION COMMISSTON @@ b
. 1325 K Street, N.W. a W,
Washington, D.C. 20463 RECEW%Q
OFFICE OF THE

MMiSSION SECRETA
FIRST GENERAL COUNSEL'S REPORTCCMMS’ OK SECR TARY

(]
DATE AND TIME OF TRANSMITTAL _ 8l 16, 8¢ 10
BY OGC TO THE COMMISSION_____ JUN 16 1980 DATE LA CEIVED

BY OGC___4/uv/80
STAFF MEMBER_Thomas

COMPLAINANT'S NAME: . Robert Moore, kxecutive Director
National Republican Senatorial Committee

RESPONDENT'S NAME: Senator Gary Hart
Hart for Senate Campaign Committee
—~ Linda Ronstadt
RELEVANT STATUTE: 2 U.S.C. § 431(8)(A) (i), (B)(i); 2 U
o 2 U.S.C. § 441Q; 2 U.S.C. § 432(c) (2
S 2 U.S.C. § 432(b) (3) :

~INTERNAL REPORTS CHECKED:

S.C. § 44la(a) (1) (A);
i Lt 04

; U.S.C. § 441b(a);

Hart for Senate Campaign Committee

Y

FEDERAL AGENCIES CHECKED: yone

~
SUMMARY OF ALLEGATIONS

Robert Moore, Executive Director of the National
Republican Senatorial Committee, filed a complaint on April 8,
1980, alleging several violations stemming from a scheduled
fundraising concert by Linda Ronstadt on behalf of Senator
Gary Hart's re-election campaign. While the complaint is
not precise and is not supported with any documentation,
it appears to allege the following violations of the Act:

1. That singer Ronstadt, by previously contracting to
perform a paid concert and later agreeing to relinquish her
expected proceeds to the benefit of Senator Hart's campaign
committee, made an excessive contribtion to Senator Hart in
violation of 2 U.S.C. § 44la(a)(l)(Ad);

2. That the Hart for Senate Campaign Committee conducted
general public advertising for the scheduled concert which did
not include the disclaimer required by 2 U.S.C. § 4414d;

3. That no account has been kept of the name and address
of persons purchasing tickets for the concert in amounts in
excess of $50, making the Hart for Senate Campaign Committee
in violation of 2 U.S.C. § 432(c)(2):




4. That persons other than the Hart for Senate Campaign
Committee advanced the promotion costs of the concert thereby
possibly violating the contribution limit of 2 U.S.C. § 441la(a)
or making illegal corporate contributions under 2 U.S.C. § 441b(a);

S. That the Hart for Senate Campaign Committee commingled
its funds with the personal funds of other persons, thereby
violating 2 U.S.C. § 432(b)(3).

FACTUAL & LEGAL ANALYSIS

According to responses received from Senator Hart and the
Bart for Senate Campaign Committee (Attachment C), and Linda
Ronstadt (Attachment D), the Hart Committee apparently received
an offer from agents of singer Ronstadt to convert a concert
scheduled in Des Moines, Iowa, into a fundraising event for
the committee. The committee had several phone conversations
with the promoter selected by Ronstadt's agent and on March 14,
1980, sent a letter to the promoter containing proposed contracts
between the committee and the promoter and between the committee
and Ronstadt. In the phone conversations and the March 14 letter
the committee advised the promoter of the Act's requirements
concerning solicitation and recordkeeping.

Before reading or signing the contract, the promoter authorized
certain advertising for the concert and the sale of a substantial
number of tickets. Apparently, some of the radio and television
advertisements did not contain notices that the concert was to be
a political benefit, and records of all persons buying tickets
in amounts greater than $50 were not kept. See 2 U.S.C. §§ 4414
and 432(c)(2).

Upon learning of the solicitations already made, and of the
fact that certain records had not been kept concerning ticket
purchasers, the committee withdrew its sponsorship of the concert.
The committee informed the promoter that it would take no proceeds
from the concert, and publicly announced this action two weeks
before the concert took place. The committee's written response
indicates that although the concert took place on April 21, 1980,
the committee withdrew its involvement officially on April 7, 1980.

According to the attorney representing Senator Hart and his
committee, the funds received from the ticket sales did not reach
the committee's accounts. The concert hall sales office had
retained all such funds. Because none of the proceeds of the concert
went to the Hart Committee, the services of Ms. Ronstadt clearly
did not inure to the benefit of Senator Hart. There is no
allegation that Ms. Ronstadt thereafter made a contribution of
money to Senator Hart or his committee. Thus, there is no ground




for finding reason to believe that Ms. Ronstadt made an
illegal contribution to Senator Hart.

With respect to the public advertising for the concert,
the issue of whether the Hart Committee violated the Act
depends largely upon whether it should be held liable for the
acts of the promoter under principles of agency. The appro-
priate standards of whether an agency relationship exists
derive from federal common law. Fey v. Walston & Co., Inc.,
493 F.2d 1036 (7th Cir. 1974) (stockbroker entitled to new
trial on alleged violation of Securities Act of 1933, but
common law standard of agency applicable regarding acts of
the salesman). The existence of the relationship depends
on the intent of the parties. 1In re Brown, 412 F.Supp. 1066
(W.D. Okla. 1975) (friend of bankrupt found to be agent, and
acts of agent constituting willful and malicious conversion
of creditor's funds held attributable to bankrupt).

An agency relationship arises from the mutual
consent of the principal and agent. However, it is
not necessary that an actual contract exist between
the parties. The agency and the consent of the parties
thereto may be express or implied. An express agency
is an actual agency created by oral or written contract
between the parties. An implied agency is also an
actual agency, the existence of which is implied from
the conduct of the parties. [cite] If it appears from
the facts and circumstances that there was at least
implied intent between the parties to create an agency
relationship, the relationship will be held to exist
between them. [cite] [Id. at 1071]

An agency relationship need not be evidenced in writing.
Standard Title Insurance Co. v. United Pacific Insurance Co.,
364 F.2d 287 (8th Cir. 1966) (company which insured against
fraudulent or dishonest acts of "agents" of insured held
liable regarding oral as well as written agency contracts).
Moreover, in holding an international union liable for vio-
lations of the National Labor Relations Act on the basis
of actions by local unions ordered by the international to
act otherwise, the court in Sheet Metal Workers' International
Association, AFL-CIO v. NLRB, 293 F.2d4 141 (D.C. Cir. 1961),
stated:

A principal is not... as a matter of law excused from
responsibility for his agent's conduct within the
general scope of his authority by the fact that the
principal has forbidden the use of specific acts

by the agent in carrying out the authority. [at 149]




b ®

Under the foregoing standards, the Hart Committee
could be found to be liable for the acts of the promoter even
though no written contract was actually executed and even
though the committee specifically advised the promoter of
the solicitation and recordkeeping requirements of the Act.
In several instances the Hart Committee manifested its
intent that the promoter act on its behalf. The affidavit
of Al Cohen, a volunteer accountant for the committee who
assisted with the concert, indicates that he had several
conversations with the promoter and advised him of the legal
requirements for advertising. The attorney for the committee
stated in his affidavit that he sent a letter to the promoter
recommending that the promoter sign a contract with the committee
under which the promoter would agree to act as the "agent" for
the committee. The promoter himself acknowledged in a signed
statement that he had had several phone conversations with
the accountant and the attorney of the committee concerning
contractual arrangements for the concert. None of these
individuals indicate that the promoter was at any time informed
that he was not to act as the promoter for the concert.

The responses of the Hart Committee and Ms. Ronstadt
essentially concede that some of the advertising for the
concert did not contain the notice required by 2 U.S.C. § 441d.
Accordingly, the General Counsel recommends a finding of “"reason to
believe." However, the General Counsel does not recommend further
Commission action with regard to this allegation. The funds obtained
from the ticket sales were declined by the Hart Committee. Prompt

efforts to correct the faulty solicitations were undertaken by

the committee even before it was decided not to accept the proceeds
of the event. Under the circumstances, there appears to be no
corrective or preventive purpose served by taking further action
against the committee.

With regard to the third allegation of the complaint, the
General Counsel recommends a finding of "no reason to believe." The
treasurer of a political committee is required to keep an account
of "the name and address of any person who makes any contribution
in excess of $50, together with the date and amount of such
contribution” (emphasis added). 2 U.S.C. § 432(c)(2).

The concert hall sales outlet appears not to have kept records

of persons who did not buy tickets by check. However,

the purchasers are likely not to have known of the planned
political purpose of the concert, and the committee cancelled its
sponsorship of the concert before any funds reached a designated
political committee account. The necessary elements of a violation
of 2 U.S.C. § 432(c)(2) would be difficult to establish because

it is gquestionable that "contributions"” were made within the meaning
of the Act. See 2 U.S.C. § 431(8). 1/ Also, from a practical
standpoint, the recordkeeping requirement serves primarily to
supplement and insure compliance with the reporting provisions

of the Act. Where, as here, the committee declined all proceeds
from the event, there is little justification for enforcing

either a reporting obligation or recordkeeping requirements

1/ Although the solicitation notice provision discussed above,
2 U.S.C. § 4414, also uses the word "contribution", it does
not require that contributions in fact have been made.




pertaining to the same event.

For similar reasons the General Counsel does
not recommend further action with respect to the allegation
in the complaint that persons other than the Hart Committee
advanced the promotion costs of the concert in possible
violation of 2 U.S.C. § 44la(a)(1)(A) or 2 U.S.C. § 441b(a).
The fact that the ultimate purpose of the concert was
unrelated to a federal election and that the Hart Committee
never received any benefits from the concert would arguably
negate a critical element of an offense -- that the advance
be for the "purpose of influencing” or "in connection with"
a federal election. 1In any event, the complaint provides
no indication whatsoever of who, if anyone, advanced any
costs of the concert and why any such advances would not be
ordinary business transactions. 2/

Finally, with respect to the allegation that funds of
the committee were commingled with the p2rsonal funds of
other persons without proper authority, the complaint is
silent as to who, if anyone, commingled personal funds with
funds of the committee. The response of Ms. Ronstadt and
the information provided by counsel for the Hart Committee
indicates that the funds received were retained by the concert
hall sales office up to the time the committee withdrew its
sponsorship of the event.

The statute involved, 2 U.S.C. § 432(b)(3), states:

All funds of a political committee shall be
segregated from, and may not be commingled
with, the personal funds of any individual
[emphasis added].

The Commission's regulations elaborate by stating:

All funds of a political committee shall be
segregated from, and may not be commingled

with, any personal funds of officers, members,
or associates of that committee, or with the
personal funds of any other individual [emphasis
added] . Bk

2/ It should be noted that the Hart Committee has requested an
advisory opinion as a result of this matter. See AOR 1980-42
dated April 4, 1980. The request asks whether the promoter

of a concert on behalf of a committee may pay for the expenses
of such a concert directly from the proceeds of the ticket sales.
It is the General Counsel's view that if the promoter acts as

the committee's agent and pays the expenses from a designated
campaign depository, there is no impermissible contribution by
the promoter.




From a facial reading of these provisions, it appears

that no violation would even occur where, as here, the
proceeds are deposited in an account of a concert hall

sales office. There is no evidence that the account

used held any personal funds of any individual. Moreover,
in light of the earlier conclusion that the promoter was
acting as the agent of the committee (see pp. 3,4, supra),
the accounts used by the promoter for deposit of the proceeds
would be deemed the accounts of the committee. Therefore,
there seems to be no basis in the complaint or the responses
for finding reason to believe the Hart Committee commingled
its funds improperly with any other person.

RECOMMENDATION

1% Find no reason to believe that Linda Ronstadt violated
2 U.S.C. § 441a(a)(1l)(A);

20 Find reason to believe that the Hart for Senate Campaign
Committee violated 2 U.S.C. § 4414, but take no further action;

3. Find no reason to believe that the Hart for Senate Campaign
Committee violated 2 U.S.C. § 432(c)(2);

4. Find no reason to believe that persons who might have
advanced promotion costs of the concert violated 2 U.S.C. § 44la(a)
or 2 U.S.C. § 441b(a);

5. Find no reason to believe that the Hart for Senate Campaign
Committee violated 2 U.S.C § 432(b)(3);

6. Approve the attached letter.

Attachments
A- 5 Day Notice Letters to respondents
B- Complaint

Response of Hart Committee

Response of Ronstadt

Proposed letters

It should be noted that the complaint also alleges an attempt
singer Ronstadt to avoid payment of income tax, a tax liability
the Hart Committee pursuant to 26 U.S.C. § 527, and a failure
the Hart Committee to provide notice of what portion of a ticket

purchase may lead to a tax credit (an apparent reference to Revenue
Ruling 72-412, 1972-2 C.B. 5). However, none of these allegations
pertain to matters within the jurisdiction of the Commission.




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

April 11, 1980

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

The Honorable Gary Hart

United States Senate

Russell Senate Office Building
Room 254

Washington, D.C. 20510

Re: MUR 1203
Dear Senator Hart:

This letter is to notify you that on April 8, 1980,
the Federal Election Commission received a complaint which
alleges that you may have violated certain sections of the
Federal Election Campaign Act of 1971, as amended ("the Act")
or Chapters 95 and 96 of Title 26, U.S. Code. A copy of this
complaint is enclosed. We have numbered this matter MUR 1203.
Please refer to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate,
in writing, that no action should be taken against you in
connection with this matter. Your response must be submitted
within 15 days of receipt of this letter. If no response is
received within 15 days, the Commission may take further action
based on the available information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted
under oath.

This matter will remain confidential in accordance with
2 U.S.C. § 437g(a) (4) (B) and § 437g(a) (12) (A) unless you
notify the Commission in writing that you wish the matter to
be made public.

If you intend to be represented by counsel in this matter,
Please advise the Commission by sending a letter of represen-
tation stating the name, &.idress and telephone number of such
counsel, and a statement authorizing such counsel to receive
any notifications and other communications frcm the Commission.

Attachment A
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

April 11, 1980

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Hart for Senate Committee
Michael R. Moore, Treasurer
1540 Race Street

Denver, Colorado 80206

MUR 1203
Dear Mr. Moore:

This letter is to notify you that on April 8, 1980,
the Federal Election Commission received a complaint
which alleges that your Committee may have violated certain
sections of the Federal Election Campaign Act of 1971, as
amended ("the Act") or Chapters 95 and 96 of Title 26, U.S.
Code. A copy of the complaint is enclosed. We have numbered
this matter MUR 1203. Please refer to this number in all future
correspondence.

Under the Act, you have the opportunity to demonstrate,
in writing, that no action should be taken against your
Committee in connection with this matter. Your response
must be submitted within 15 days of receipt of this letter.
If no response 1is received within 15 days, the Commission
may take further action based on the available information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted
under oath.

This matter will remain confidential in accordance with
2 U.S.C. § 437g(a) (4) (B) and § 437g(a) (12) (A) unless you
notify the Commission in writing that you wish the matter
to be made public.

If you intend to be represented by counsel in this
matter, please advise the Commission by sending a letter of
representation stating the name, address and telephone number
of such counsel and a statement authorizing such counsel to
receive any notifications and other communications from the
Commission.
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Commission's procedure for handling complaints.

the attorney assigned to this matter at (202) 523-4000. For
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

April 11, 1980

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Linda Ronstadt

6300 Wilshire Blvd.
Suite 1100

Los Angeles, California
90048

Re: MUR 1203
Dear Ms. Ronstadt:

This letter is to notify you that on April 8, 1980
the Federal Election Commission received a complaint which
alleges that you may have violated certain sections of the
Federal Election Campaign Act of 1971, as amended ("the Act")
or Chapters 95 and 96 of Title 26, U.S. Code. A copy of this
complaint is enclosed. We have numbered this matter MUR 1203.
Please refer to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate,
in writing, that no action should be taken against you in
connection with this matter. Your response must be submitted
within 15 days of receipt of this letter. If no response is
received within 15 days, the Commission may take further action
based on the available information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted
under oath.

This matter will remain confidential in accordance with
2 U.S.C. § 437g(a) (4) (B) and § 437g(a) (12) (A) unless you
notify the Commission in writing that you wish the matter to
be made public.

If you intend to be represented by counsel in this matter,
please advise the Commission by sending a letter of represen-
tation stating the name, address and telephone number of such
counsel, and a statement authorizing such counsel to receive
any notifications and other communications from the Commission.
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FEDERAL ELECTION CO@MISSION
Washington, Déq APR 8 “‘: 00

: Robert Moore, Executive Director
;,National Republican Senatorial
Committee,
Complainant
. V8.

?Gary Hart,

'Hart for Senate Committee, and
Linda Ronstadt,

Respondents
COMPLAINT

Now comes the complainant who files this complaint and
says he i1s informed and believes the facts in this matter to be
as follows:

s

That Gary Hart is a candidate for the United States
Senate in the State of Colorado in the November 4, 1980 electicn;
that the Hart for Senate Committee is his duly designated campaicn

committee.
s

That Linda Ronstadt has as her trade or business the
occupation of a rock singer and has in the past given various
}rock concerts as benefits for political fund raisers. She has in
1

‘the past agreed to perform such a political fund raising concert

‘in Denver, Colorado for respondent Gary Hart and/or his committee.

iy

2GS

That Linda Ronstadt has as a regular part of her afore-
said trade or business made certain contracts to perform commercial

‘rock concerts as business arrangements. In particular, she has

Attachment B




=2

- made a contract to perform a concert at the City of Cedar Rapids,

;Iowa on the 21st day of April 1980.
1

IV.

;: That after the Cedar Rapids concert was so arranged and

'to substitute for the agreed upon Denver political fund raiser,

ﬁshe has converted her regular contracted concert into a scheme to

‘divert such funds to the campaign committee of the respondent
'Gary Hart, and by doing so attempts to avoid paying income tax
on such earnings and violates the Federal Election Commission

prohibitions on fund raising by commercial transactions.
V.

That the anticipated diversion of funds involved in
said Cedar Rapids concert would exceed the limits of contributicns
" as provided in 2 U.S.C. 44l1a in that anticipated returns will be

in excess of $50,000.
VI.

That respondent Gary Hart and his committee have failecz
and neglected to properly identify the said Cedar Rapids concert
as required by the regulations and opinions of this Commission
in the following regard:

a. Some of the advertising for said concert has failcc
to disclose the actual sponsorship and the ultimate
beneficiary of the funds.

No attempt has been made to see that prohibited
funds are not used to purchase tickets, such as
funds prohibited under 2 U.S.C. 441b, 2 U.S.C. d4ic,

2 UESHE . d4llel Sanda NS G4 a8l oy
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That promotional material and tickets which have
already been sold do not identify the respondents
Hart and his committee, nor their relationship to
the concert.

That the public in Cedar Rapids has been informed
that this is not a political affair.

No attempt is made to obtain the name or address of
purchasers of over $50 worth of tickets, and the
promotion requests payment in “cash only".

No information on the amount of the concert price
that may be a tax credit (if any) and what portion
is entertainment as required by Internal Revenue

is printed in the promction cr on the tickets.

That complainant believes that persons other than
the Hart Committee have advanced the promotion cocsts
and have thereby made improper, if not illegal,
contributions to the said respondents, and that
political funds have been commingled with other
persons funds without proper authority, and that
payments for the use of the facilities are more

than nominal.
VII.

That your complainant is informed and believes that
5!this procedure may well involve a tax liability from respondent

., committee under I.R.S. Section 527 and believes that failure to

f;pay or secure payment of such liability might give respondent

"funds for a cash flow that should be reserved for such tax

-liability.

VIII.

Wherefore complainant prays:




S

1. That this Commission investigate all facts and

”circunatancea surrounding the said Cedar Rapids, Iowa concert

i|before April 21, 1980;
!! 2. That this Commission determine to what extent
3corporate or other improper funding has been made to said concert.
ig 3. That this Commission determine whether the diversion
kof previously contracted funds from a concert qualifies as a

| 2 : ;
volunteer exception to the contribution definition of the

Federal Election Act.

4. That this Commission determine the extent and
inumbers of violations heretofore committed in this event and
" that it issue its order either impounding all funds pending final
;determination or that the Commission enjoin the holding of said
lconcert and order a full and complete refund to ticket purchasers.
. 5. That tax funds be impounded pending tax determination
”by the Internal Revenue Service.

N

Robért Moore

CITY OF WASHINGTON
DISTRICT OF COLUMBIA : P
On this 8th day of April 1980 personally appeared
Robert Moore, who having read the foregoing, signed the same uncer
oath as being true and correct to his best information and belief,
-and that this complaint is signed under penalties of perjury and
‘Title 18, Section 1001, U.S. Code.

(/[.\\Ov\/.'\(a 8\ (/L)M'C’

Notary Public

My Commission expires: 1-1-8a

James F. Schoener
Attorney for Complainant
. Jenkins, Nystrom & Sterlacci, P.C.
12033 M Street, N.W., Suite 504
Washington, D.C. 20036
:(202) 293-2505
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LAW OFFICES OF

DECHERT PRICE & RHOADS
3400 CENTRE SOUARE wes?

30 SOUARE DE MECUS, BTE ¢
1040 BAUSSELE, BELEICM 888 (7T% STREET, N. W. 1800 MARKEY BYRCCT
PHILADELPHIA, PA. 18102

(OB) 81 80 40
WASHINGTON, D. C. 200086 (218) 972-3400

PRINCES HOUSE
©8 GRESHAN STREEY LELE SN2 a R S AROLE N suiTe 1760
LONDON, ECRV 7NA, ENGLAND CNERGY CENTER ONE
o1 806.0808 (202) 872-8800 217 SEVENTRENTN STRELT
OCNVER, COLORADO 80202
(303) 8231777

800 NOATH THIRD STREET

HARRIS BURG, PA. 172102
(717) 2337947

April 30, 1980

£

Charles N. Steele

General Counsel

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20006

Olv OEudv

’5’0813;309

Re: MUR 1203

Dear Sir:

Attached is a corrected copy of the submission

filed yesterday on behalf of the Hart for Senate
Committee in the above-captioned matter. Certain

errata in the original submission, including inaccurate
cross-references to the different sections of the
argument, made it advisable that a corrected copy

be prepared for your convenience.

If you have any questions, please do not
hesitate to let me know.
Ve v rul durs,
Rébert F. Bauer

RFB:ps
Attachment

cc: Scott Thomas

Attachment C




LAW OFFICES OF

DECHERT PRICE & RHOADS

30 SOUARE OC MEEUS, BTE | 3400 CENTAR SQUARE wEsT
1040 BRUBSELS, BELAIUM 888 177" STREET, N. W. 1800 MARREY BYREEY
(o2) 811 @0 40 PHILADELPHIA, PA. 19102
WASHINGTON, D. C. 200086 (m18) 972-3400
PRINCES MOUSE
O L ST ST TELEX 64 8324 * BARDEP

LONDON, EC2V 7NA, ENGLAND _
1. 606.6898 (202) 872-8800

SUITR 1780
ENERGY CENTER ONE
717 SEVENTEENTN STRECT

April 29, 1980 e

800 NORTM THIRD STRECT
HARRISBURG, PA. 17102
(717) 233 -7047

Charles N. Steele

General Counsel

Federal Election Commission
1325 K Street, N.W.
Washington, DC

Re: MUR 1203

Dear Sir:

The Hart for Senate Campaign Committee (the "Committee")
responds hereby to the Federal Election Commission's ("FEC")
letter of April 11, 1980, which invites the Committee to demon-
strate that no action should be taken against it on the basis
of allegations set forth in the National Republican Senatorial
Committee's ("NRSC") complaint filed April 8, 1980.

The NRSC complaint alleges, inter alia, that the
Committee violated various provisions of the Federal Election
Campaign Act of 1971, as amended, in arranging, for fundraising
purposes, a concert to be given in Cedar Rapids, Iowa on April
21, 1980. For the reasons set forth below, none of the NRSC
allegations constitute a proper foundation for any FEC action
against the Committee, and the file in this matter should be
promptly closed.

Summary of the Committee Position

1. Certain NRSC allegations refer to flaws in the
advertising and recordkeeping arrangements for the concert.
Had the NRSC made inquiry, however, it would have discovered
that these flaws resulted from actions of a concert pro-
moter acting without the authority or knowledge of the
Committee. Moreover, upon inquiry, the NRSC would have learned
that, as soon as the Committee discovered the unauthorized acts
of the promoter, it took all steps necessary to achieve voluntary
compliance. To achieve compliance, the Committee withdrew entirely
from sponsorship of the concert (which proceeded under other
sponsorship), received no proceeds from that concert, offered
refunds to any ticket purchasers upon request, and paid for
remedial advertising to correct any misunderstandings about the

concert and its purposes resulting from the promoter's unauthorized
acts.




Charles N. Steele
April 29, 1980
Page Two

2. The other NRSC allegations of fact, even if they
proved to be true, would not constitute violations of law. They
should, therefore, be immediately dismissed from further con-
sideration. Thus, for example, the NRSC alleges failure by the
Committee to advise contributors of the available tax credit
under 26 USC § 41. Yet the Act nowhere requires notice by
political committees of this credit. Similar allegations,
fabricated for the purposes of the complaint, and without any
reference to the Act, are discussed below at Section 1IV.

3. Even apart from the Committees successful efforts
to achieve voluntary compliance, it cannot be shown that the
Committee would be liable under the Act for the unauthorized
actions of another.

Prior to the unauthorized actions in question, the
Commi ttee submitted to the promoter a carefully drawn proposed
contract -- a contract which, as drafted by the Committee,
contained detailed guidance on FECA compliance, and which re-
flected, therefore, full Committee awareness of the applicable
requirements. The proposed contract, however, had not been
reviewed by the promoter before the unauthorized acts were
performed, nor had it been agreed to or executed by either the
Committee or the promoter. In making faulty arrangements for the
concert, therefore, the promoter was acting without the authority
or the knowledge of the Committee.

The Act does not now, by its terms or as inter-
preted, impose liability on political committees for the
completely unauthorized acts of another under such circum-
stances. Whether the Act should do so is a question which
should be addressed in a separate rulemaking proceeding,
or by advisory opinion. It cannot fairly be addressed here,
and need not be reached since the Committee has rendered
the matter effectively moot by voluntary compliance.

I. Full Factual Background of this Matter

This matter has its origins in an offer by singer
Linda Ronstadt to perform a benefit rock concert for Senator




Charles N. Steele
April 29, 1980
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Gary Hert of Colorado. News of this offer was communicated
to Harold Haddon, campaign manager of the Hart for Senate
Camaign Committee, in January 1980. (Affidavit of Harold A.
Haddon, attached). Mr. Haddon, in turn, informed the
Committee's Finance Director, Susan Smart, of the concert
proposal, and delegated to her responsibility for the
arrangements. (Affidavits of Hadden and Susan Smart.)

The Committee's Preparations for the Concert

Ms. Smart's arrangements included, in the first
instance, a call to Ms. Ronstadt's manager, Mr. Peter Asher,
to confirm the concert proposal, and to advise him that the
Committee would work with Ms. Ronstadt and her associates
to ensure that the concert was arranged and conducted in a
manner consistent with all FECA requirements. Ms. Smart
supplemented this conversation with a confirming letter,
dated February 14, 1980, which restated the Hart Committee's
concern that the concert arrangements comply in all respects
with FECA requirements. (Affidavit of Smart.)

In early March, 1980, Ms. Smart was informed
by Ms. Ronstadt's manager that Ms. Ronstadt did not wish
to hold the concert in Denver, Colorado, but instead
in Cedar Rapids, Iowa on April 21, 1980. (Affidavit
of Smart.)

To ensure that the concert scheduled for Cedar
Rapids met all applicable FECA requirements, Ms. Smart
contacted Mr. James Hautzinger, the attorney who represented
the campaign and who has considerable experience in FECA
matters. Mr. Hautzinger agreed to assume responsibility
for negotiating contracts with Ms. Ronstadt, and with
Mr. Arthur Newberger, the promoter selected by Ms. Ronstadt's
manager to handle this concert. Mr. Hautzinger also undertook
to include, as part of the contract with Newberger, detailed
instructions on the FECA requirements applicable to all record-
keeping and promotional activity. In preparing these instruc-
tions, Mr. Hautzinger consulted with Mr. Gary Christian of the
FEC in an effort to cover all requirements as thoroughly as
possible. A copy of the memorandum setting forth these instructions
was forwarded on March 14 to both Mr. Newberger and Mr. Tom
Ross of International Creative Management, the agent for
Linda Ronstadt. (Affidavits of Smart and Mr. James Hautzinger.)




Charles N. Steele
April 29, 1980
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In addition to the written instructions, Mr. Hautzinger
and Mr. Al Cohen, an accountant volunteering his services to the
Committee, stressed to Mr. Newberger in various telephone conver-
sations the need to follow the Committee's instructions on
compliance with the FECA. 1In particular, Mr. Newberger states in
his attached affidavit that he had "several conversations, by
phone, with the accountant and the attorney for the Hart campaign"”,
and that in these conversations, he was "advised...that the
promotional and recordkeeping aspects of the concert would have
to be in accordance with federal election laws and requlations.”
Moreover, Mr. Newberger states, he was advised that additional
details on these FECA obligations would be made available along
with the proposed contract. (Affidavits of Mr. Al Cohen, Mr.
Arthur Newberger and Hautzinger).

As the affidavit from Mr. Cohen establishes, the
telephone conversations held with Mr. Newberger included specific
advice from Mr. Cohen about the requirement that conspicuous
authorization notices appear in all advertising for the concert.
Mr. Cohen further states that he believed Mr. Newberger "agreed
to review and abide by" the written instructions on FECA compliance
prepared by Mr. Hautzinger as part of the proposed contract.
(Affidavit of Cohen.)

The Promoter's Activities Were Undertaken
Without the Committee's Authorization

As stated previously, Mr. Hautzinger prepared, and
forwarded to Mr. Newberger, a contract setting forth, inter alia,
the promoter's obligations to comply with FECA recordkeeping and
promotional requirements. Mr. Newberger did not await the
arrival of the contract, and instead proceeded to place advertise-
ments for the concert and to sell tickets for it. Prior to
undertaking these activities in promotion of the concert, Mr.
Newberger had neither read nor executed the contract, nor had he
reviewed the set of written instructions on FECA compliance
which were part of that contract. (Affidavit of Newberger.)

On March 25, 1980, Ms. Susan Smart learned from
a report of the Des Moines Register that concert ticket sales and
promotion had commenced. Ms. Smart was unaware that contractual
arrangements between the Hart Committee and Mr. Newberger had not
been completed. Moreover, she d4id not know anything at that time
about the content of the promoter's advertising for the concert.
(Affidavit of Smart.)
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On March 29, 1980, Ms. Smart advised Mr. Haddon
that concert arrangements had apparently begun. Mr. Haddon
instructed Ms. Smart to determine the nature of the advertise-
ments for the concert, and specifically, the adequacy of the
public notice of the political nature of the concert. (Affidavit
of Hadden.)

Response of the Committee to the Promoter's
Unauthorized Acts

On March 31, 1980, on the basis of information he
received, Mr. Haddon contacted Mr. Newberger by telephone, and
expressed concern about his handling of concert arrangements
without authorization and without reference to any of the Committee's
instructions. Mr. Haddon learned from Mr. Newberger that the
latter had not reviewed or executed the draft contract including
the memorandum prepared by Mr. Hautzinger, which had been forwarded
to him by the Committee.*/ Mr. Haddon inquired into the record-
keeping for the concert, and was told by Mr. Newberger that no
records had been kept but that copies of all checks received
could be made and used for recordkeeping purposes. Mr. Haddon
then stated that he wanted four steps immediately taken to ensure
adequate public notice of the political nature of the concert:

l. New radio ads clearly stating the
authorization of the Hart Committee, and the
sponsorship by that Committee of the concert.
The Hart Committee paid for these ads, which
ran from April 2-April 7.

2. Sponsorship notices on the eleccronic
marquee outside and inside the Hall where
the concert would be held. :

3. Posters around the ticket sales outlet

to advise ticket-purchasers and concert-goers,
once again, that the concert was being held for
the benefit of Gary Hart.

*/ It was only after this conversation, and long after the
unauthorized acts at issue in this matter, that Mr. Newberger
reviewed and executed the Committee's draft contract. The
signed contract arrived in Mr. Hautzinger's office on
April 4, 1980, but was never executed by the Committee
which decided, the next day, to terminate its sponsorship
of the concert. (Affidavit of Hautzinger.)
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4. A public statement that refunds would be made to
anyone upon request.

All of these steps were taken by April 2. (Affidavit of
Smart; see also photographs of 1) concert hall marquees with
the Committee sponsorship notices, and 2) ticket sales outlet
with posters also proclaiming the Committee sponsorship.)

On April 3, 1980, Ms. Smart checked with the ticket
manager at the sales outlet about the recordkeeping procedures.
In their conversations, Ms. Smart learned that while copies of
checks had been made, there were no records of cash purchases.
The manager of the sales outlet stated that, in order to obtain
necessary information about cash purchases, disclosure forms
would be handed to concert-goers the night of the concert on
April 21. (Affidavit of Smart.) Mr. Paddon was informed by Ms.
Smart of this situation, and he called Mr. Newberger, who confirmed
this state of affairs. (Affidavit of Haddon.) Mr. Haddon also
told Ms. Smart that, owing to this and other problems with the
concert arrangements, it appeared advisable that the Hart
Committee cancel its participation in the concert. (Affidavit
of Smart.) Mr. Haddon made a similar representation to the press
on the next day, in response to charges about the concert made
by one of the candidates for the Republican Senate nomination.
In particular, Haddon stated that if the FEC did not find the
remedial measures contemplated by the Hart Committee to be
sufficient, the Committee would not maintain its sponsorship of
the event. For this purpose, an advisory opinion request
to the FEC was prepared and sent to the FEC by Mr. Haddon.
(Affidavit of Haddon.)

On April 5, 1980, a meeting between Mr. Haddon,
Ms. Smart, the Committee Treasurer Mike Moore, and Mr.
Hautzinger was held to determine the most appropriate
course of action. It was decided that the remedial actions
taken to date, or still to be taken (as in the case of the
recordkeeping), would not be sufficient to restore the concert
arrangements to completely satisfactory order. The decision
was made, therefore, to terminate Hart Committee sponsorship
of the concert. (Affidavit of Haddon, Hautzinger and Smart.)

Mr. Haddon informed Mr. Newberger of this decision
on Monday, April 7, 1980. Mr. Newberger stated that he
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would announce this decision to the press, and an article

on the decision did appear in the Cedar Rapids Gazette on April
7, 1980. Mr. Newberger also assured Mr. Haddon that refunds
would be made to any ticket purchaser upon request. (Affidavits
of Haddon and Newberger.)

On April 8, 1980, following the publicized decision by
the Committee to withdraw from sponsorship of the concert, the
NRSC filed the complaint setting forth the allegations at issue
here.

On the night of the concert, April 21, 1980, a represen-
tative of the Hart Committee, Mr. Jay Kenney, stood with Mr.
Newberger at the ticket sales outlet to honor any refund requests
that would be made. When the outlet closed, Mr. Kenney also
proceeded to the entrance door, where he stayed, for this same
purpose of making refunds, until the commencement of the concert.
A total of $229.50 in refunds were made.

II Immediately upon Learning of Irregularities in the
Recordkeeping and Advertising for the Concert, the
Committee took all Steps Necessary to Achieve
Voluntary Compliance.

As the Committee has discussed at length in section I,
and as it will have further occassion to address in the following
section, recordkeeping and advertising flaws in the concert
arrangements were the responsibility of a promoter acting without
the Committee's knowledge or authority and in violation of its
instructions concerning compliance with the Act and the requlations.*/

¥/ These alleged recordkeeping and advertising flaws constitute
the bulk of the NRSC allegations against the Committee,
and the following sections of this letter (sections II and
III) present the Committee's response to those allegations as
they may be found in subparagraphs a., b., c., d. and e. of
Section VI of the NRSC Complaint. 1In addition, the material
that follows covers one additional allegation of the NRSC--that
someone other than the Committee, i.e. the promoter, advanced
the promotional costs for the concerts and thereby made a
contribution to the Committee. See subparagraph g. of
Section VI. Since the promoter, in spending funds for promotion,
was acting without the authority of the Committee, and since
the Committee subsequently withdrew from sponsorship of the
concert and received no proceeds from it, the monies spent by
the promoter in advertising the concert cannot properly be
viewed as a "contribution" to the committee.
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Immediately upon learning of these errors, the Committee did
everything within its power to remedy the problem, and in so

doing, achieved the highest level of voluntary compliance. Under
its authority to "encourage" voluntary compliance, the Commission
should refuse to proceed further with enforcement proceedings in
this matter, since such proceedings would not add to the effective-
ness of the Committee's own actions, and would seriocusly detract
from the Commission's and the statute's emphasis on fully voluntary
compliance.

In brief review, the Committee carefully prepared
a contract with the promoter, with particular emphasis on
FECA requirements, but the contract was not reviewed or executed
by the promoter prior to the unauthorized acts in question.
Upon learning of these unauthorized acts, the Committee took
immediate and effective action to remedy the errors committed
by the promoter. In response to print advertisements carrying
very small authorization notices, and to radio advertisements and
tickets without such notices, the Committee paid for new advertise-
ments making unmistakably clear the Committee's sponsorship of
the event. It also asked that posters be placed near the ticket
outlet to advise concert goers of the Hart Committee sponsorship,
and that similar sponsorship notices be posted on the electronic
marquee in and outside the concert hall. The promoter also
agreed, at the Committee's request, to offer refunds to anyone
who had been misled by the concert's previous advertising, and
who wanted their money returned. All of these steps were taken
within days of the Committee's discovery that the promoter,
acting without authority, had disregarded applicable requirements.
When, in addition, the Committee discovered that his record-
keeping had also been wholly inadequate, it determined immediately
that it should withdraw from sponsorship of the event, and that
it should not accept any proceeds from that event.

Under § 307 of the Act, the Commission is specifically
empowered "... to encourage voluntary compliance....” The
Commission has not taken the position--and consistent with
the statute, should not--that each error or set of errors
committed by candidates or committees must be rectified through
the formal enforcement process. As the Committee will discuss
in the following section, it is not at all clear that, in this
case, the Act would even impose liability on the Committee for
the unauthorized acts of the promoter. Nevertheless, if the
Act arguably would impose liability in this situation, the
Committee has done everything within its power -- prior to the
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£iling of the NRSC complaint and prior to the Commission's
notification -- to achieve full compliance. Under these circum-
stances, no purpose would be served, and the statutory emphasis
on voluntary compliance would be disserved, by further enforcement
proceedings against the Committee.

In the past, the Commission has abandoned an enforce-
ment action in its early stages upon discovering that the
committee in question had, prior to FEC notification, identified
the problem and taken the steps necessary to achieve compliance.
Thus, in MUR 697, the Commission, upon complaint, investigated
and found "reason to believe"” that a violation occurred when a
political committee accepted contributions from persons who were
apparently "foreign nationals."” In response, the Committee
apprised the Commission that it had already determined, on its
own, that 2 of the 6 contributors were foreign nationals, and
that it had previously refunded these contributions. Moreover,
the Committee had previously made efforts to determine the
identity of the remaining four contributors, but these efforts
had been without success. The Committee then agreed to refund
the four remaining contributions to remove any question. In
response, the General Counsel concluded that "In light of the
fact that two of the contributions were refunded prior to Commission
notification and the other contributions were refunded....we
think no further action should be taken." (emphasis supplied)
The General Counsel's recommendations were accepted by the
Commission.

A number of Advisory Opinions issued by the FEC
have also emphasized voluntary compliance in the resolution
of particular problems. For example, in Advisory Opinion
1976-110, the principal campaign committee of a Congressional
candidate had accepted a contribution from a non-federal political
committee account containing corporate funds. The FEC determined
that the candidate should return the contribution "to avoid”" a
violation of the § 44la prohibition against the receipt of
corporate contributions. 1In short, if the check were returned,
voluntary compliance would have been achieved and no formal
proceedings to enforce the Act would have been necessary.
Similar dispositions through voluntary compliance may be found in
Advisory Opinions 1977-9 (funds transferred to undesignated
depository) and 1977-65 (contributions received from account
containing unlawful funds).

It is, of course, not true that, in every instance,
failure by a Committee to comply with the Act or Regulations
can be remedied by "voluntary" compliance. In a Notice to
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candidates and committees, the FEC announced that it would

no longer deem "voluntary compliance"™ to have occurred on

each and every occasion that a Committee refunded an illegal
corporate contribution. 1Instead, the FEC stated, it would
impose on Committees a more exacting duty to screen suspect
contributions, and inadvertent receipt of illegal corporate
funds would, "in appropriate circumstances,” be subject to
formal enforcement action, regardless of any subsequent refund.
As this Notice suggests, the question of whether "voluntary
compliance®” has been achieved varies with the "circumstances® of
the particular case. If the FEC finds that a Committee acted
reasonably, and in good faith, under the circumstances, a finding
of "voluntary compliance” would be appropriate and consistent
with the statutory emphasis on such compliance in §307.

The circumstances of this matter strongly support an
FEC finding that the Committee, if it would be liable at all for
the unauthorized acts of the promoter, achieved voluntary
compliance. The Committee made every reasonable effort to
prepare for the April 21 concert in a manner consistent with
FECA requirements. As soon as the Committee learned of the
promoter's unauthorized acts, it took all conceivable remedial
steps. When it became apparent that, owing to the complete
absence of adequate recordkeeping procedures, no remedial
action would have been sufficient or effective, the Committee
cancell=d its participation in the concert and made refunds
available to any ticket purchaser on request. Nothing more could
be done by the Committee in these circumstances to more convincingly
establish its good faith and its desire to comply in all respects
with applicable FECA requirements.

I1I The Act and Regulations Do Not Impose Liability on
Political Committees, such as the Hart Committee, for
the Unauthorized Acts of Another Under These Circum-
stances

The allegations of the NRSC complaint revolve around
actions of a person other than the Committee, a person who took
these actions without the authority or knowledge of the Committee.
In order for the Committee to be found liable, it must first be
held that it was bound by these unauthorized acts, i.e., that,
for the purposes of the Act, the promoter was the "agent" of the
Committee, in making the faulty concert arrangements, and that
the Committee, as principal, is liable. Yet neither the Act
nor Regulations justify this result, and common law principles
of agency point in the opposite direction, namely, in the
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direction of a finding that the Committee was not legally
liable for the actions of the promoter in this case. If

the Commission wishes to fashion a broad liability rule to
cover situations such as this, it should do so in the context
of a formal rulemaking, with notice and opportunity for comment
by all political committees. In any event, since the Committee
achieved voluntary compliance, this question need not be
addressed.

As the Committee has noted, neither the Act nor the
regulations addresses the question of a political committee's
liability for the unauthorized actions of another, and they
certainly do not suggest that such liability should be imposed
on a political committee, such as the Hart Committee, in
circumstances such as those surrounding this matter. 1In fact,
wherever the Act, the Regulations or FEC advisory opinions
treat the establishment of an agency relationship between
a political committee and any other person, they require
clear evidence of that agency arrangement in writing. Under §
432(e) of the Act, for example, candidates for federal office
may designate various "political committees™, other than their
principal campaign committee, to act on their behalf in collecting
contributions and making expenditures, but the authorization to
act in the candidate's behalf must be in writing. The original
version of § 432(e) made it especially clear that this written
authorization was required to establish a principal-agency
relationship between the candidate and his "authorized” committee.
Specifically, that earlier version required that committees
acting on a candidate's behalf, but without his/her written
authorization, provide a "notice" which would state, inter
alia, that "the candidate is not responsible for the activities
of (the unauthorized committee]."™ It appears from the earliest
version of § 432(e), the substance of which (i.e., the need for
written authorization) has been retained in the current Act
amendments, that a committee lacking written authorization from
the candidate can not bind that candidate as his "agent". At
least in the case of a committee activity on behalf of the
candidate, the Act appears to require that the candidate
clearly authorize, in writing, the committee to take steps on
his behalf, and that, absent that writing, he assumes no
responsibility for the committee's unauthorized conduct.

Similarly, the FECA has required the establishment of
agency relationships through a clear writing in approving joint
fund raising arrangements. In any number of such arrangements,
political committees will band together for joint fund raising
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purposes, and will appoint one such committee as their "agent"®
for the purpose of collecting contributions, paying expenses,
and keeping appropriate records. The agency relationship with
this designated "agent™ must be in writing. See, e.q., Advisory
Opinions 1977-14, 1977-61, and 1979-35. The same requirement
i.e., for a written authorization, applies to joint fund

raising arrangements made with a non-political committee agent.
See Advisory Opinion 1979-6.

In two specific instances, therefore, where the Act
confers upon a political committee the authority to appoint
an "agent", it requires that evidence of this agency relationship
be set forth clearly in writing. No lesser standard should
apply to other instances, such as, for example, the case where,
as here, a person purports to act as an "agent" of a political
committee in promoting a fund raising concert. Here, again, if
the Committee is to assume responsibility for the acts of this
other person, it should be held to those acts only if it has
clearly, and in writing, authorized the agent to act on its
behalf. There is no such writing in this case to establish the
requisite, binding agency relationship. The Committee prepared
such a writing, attempted to negotiate its terms with the
promoter, but neither the Committee nor the promoter executed
the written agreement in any form prior to the unauthorized acts
in guestion. Nor, prior to the unauthorized acts in question,
had the promoter even reviewed the Committee's contract proposal
to determine whether it was acceptable. 1In the absence of any
agreement, much less a clear, written agreement, the promoter's
actions should not properly be held to bind the Committee in any
way.

Even if the Act and regqulaticns did not suggest that
a written agreement was required to bind the Committee in
a principal-agent relationship with the promoter, the appli-
cation of common law principles of agency would require this
result. At common law, a binding principal-agent relationship
results from a "manifestation of consent by one person to
another that the other shall act on his behalf and subject to
his control ...." Restatement (Second) of Agency, §1, p.7. 1In
judging the "manifestation of consent," it is particularly
important to note that "[A] person is not an agent merely from
the fact that he believes he has been authorized to act as
agent for another or purports to act as such." Restatement,
§15, p.83. Instead, the person purporting to act as "agent"
must have reasonable grounds to believe that he had entered
into a true agency relationship with the principal. Seavey on
Agency, §21, p.37. Whether he has, in fact, done so must be
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judged from full facts and circumstances of his relationship
with the principal. Seavey on Agency, §21, p.37. 1In applying
these principles to concrete circumstances, courts have held
that the mere negotiation of a contract between two parties does
not confer authority upon one person to act as agent for
another, i.e., does not confer upon one person the reasonable
belief that he has been authorized to act for the other. Thus,
for example, in Morton L. Ackerman, Inc. v. Mohawk Cabinet
Company 318 N.Y.S. 2nd 799 (1971), the plaintiff sought to
claim various commissions allegedly owed him as defendant's
"factory representative.” The defendant countered that, over

the period when the commissions allegedly accrued, plaintiff

was not authorized to act as the defendant's factory representa-
tive or "agent". The two parties had negotiated a contract, a
copy of which had been forwarded by the defendant to the
plaintiff for the latter's review and signature. The plaintiff,
however, had never returned the contract with his signature.

The court held, in language which is certainly applicable to
this case, that

"[1)t is not disputed that plaintiff did
not return a signed copy of the proposed
agreement to defendant. So that, if the
circumstances were reversed, plaintiff
could not be held to such written

proposal which it had not signed.
Accordingly, it will be manifestly

unjust to hold defendant liable for

having submitted the written proposal
which was never assented to by plaintiff.”

On those grounds, inter alia, the court refused to
hold that defendant owed plaintiff commissions for a period
when the latter was acting without authority. See also Callahan
v. Prince Albert Pipe Company, 581 F.2d 314 (1978), where a
court similarly refused to hold that negotiation of a contract,
without a firm signing, constituted a genuine agreement between
the parties. Thus, in the present matter, the failure of the
promoter prior to his promotional activities to respond to
the Committee's contract proposal, and to clearly indicate his
assent in writing, relieves the Committee of any liability for
subsequent actions taken on its behalf without its clear
authority.

Accordingly, if the Commission sought to resolve this
question on the agency issue alone, and to determine whether
the Committee should be held liable under the Act for the
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unauthorized acts of the promoter, the available authority
would clearly militate against a finding of liability. This
question need not, however, be addressed in the context of this
compliance matter. The question of when a political committee
should be held liable for the unauthorized act of another is a
question most appropriately addressed through a proper rulemaking
proceeding, with the availability to all Committees of notice
and opportunity to comment. A liability rule is not properly
fashioned in this compliance proceeding, and it need not be
addressed here, in any event, since the Committee has taken all
necessary actions to achieve full voluntary compliance, as set
forth in Section II.

IV Certain of the NRSC Allegations Have No Basis in
the Act or Requlations, or in Fact, and They May
be Summarily Set Aside

Finally, the Committee directs its attention to, and
urges the Commission to summarily dispose of, certain NRSC
allegations which have no foundation in the Act, the Regulations,
or in the facts of this matter. It is not uncommon, of course,
for election year complainants to draw together unsupported and
unsupportable allegations, but these may be and should be immediately
set aside.

Thus, the NRSC alleges, in subparagraph f. of
paragraph VI of its Complaint, that "(N)o information on the
amount of the concert price that may be a tax credit (if any)
ang what portion is entertainment as required by the Internal
Revenue (sic) is printed in the promotion or on the tickets."
As the complainant no doubt knows, but chooses to disregard,
neither the Act nor Regulations impose any requirement that
political committee include information about the tax credit
(pursuant to 26 USC § 41) in any promotional material or on
tickets. This allegation may be wholly disregarded.

Similarly groundless is the NRSC allegation in Section
VII about the Committee's tax liability under 26 USC §527, and
more specifically, its concern that the Committee have funds on
hand to pay this liability. Once again, whatever the basis for
this allegation (and none can be gleaned from the complaint),
it is not properly brought before the Commission, which does
not, of course, have the statutory authority to enforce the
Internal Revenue Code. The Commission simply cannot, as the
complainant wishes, "impound" funds for use in paying any
tax liability under section 527 of the Code.
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In subparagraph g. of paragraph VI, the NRSC also
alleges that "payments for the use of the facilities are more
than nominal." The NRSC allegation here is curious. It would
be, after all, the duty of the Committee to pay "more than
nominal" value, i.e., the full rental value, of any concert
facilities in order to avoid any "contribution in-kind" by the
facilities' owners. Yet the Committee finds itself, in this
paragraph, accused of having done the very thing that would have
been necessary to meet its obligations. Apart from the fact that
the Committee has, as stated previously, withdrawn from sponsorship
of the concert, and that it has not paid any fee for rental of
the concert facilities, this allegation is simply not rooted in
any concrete FECA requirements.

Finally, in subparagraph g. of paragraph VI, the NRSC
complaint alleges that "political funds have been commingled
L with other persons funds without proper authority." This
allegation, if it refers to any requirement under the Act, must
o be addressed to § 102.15 of the Regulations, which prohibits
political committee funds from being commingled with the
personal funds of "officers, members or associates of the
committee.” The Committee denies this allegation, for at no
time have funds of the Committee been commingled with personal
i funds of any of its officers or associates. The quarterly
reports duly filed by the Committee show precisely the source
of funds received by the Committee, and all such funds can be
seen to have been received from lawful sources only, and kept
separate in designated Committee depositories.

Accordingly, the foregoing allegations, lacking

any basis in the Act, the Regulations, or in fact, should
be summarily set aside and disregarded by the FEC.

Conclusion

To the degree, therefore, that the NRSC complaint
makes substantive allegations about flaws in the concert
arrangements, the allegations cannot be basis for further FEC
action against the Committee. Other NRSC allegations, which
are certainly not substantive and lack any basis in law or
fact, also fail to justify additional FEC action.
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In light of the foregoing submission, it is the
Committee's belief that the file in this matter should be
promptly closed. We ask that the Commission give this matter
its earliest and most expeditious attention.

ve:y7tru1y yours,

Robert F. ﬁguer
Counsel to the Hart for
Senate Committee




AFFIDAVIT OF HAROLD A. HADDON

My name is Harold A. Haddon and I serve as the campaign
manager for the Hart for Senate Campaign Committee, Inc. I am
unpaid and work for the campaign on a part time basis as of this
date.

My knowledge of and involvement in the Linda Rénstadt
concert scheduled for Cedar Rapids, Iowa, on April 21, 1980, is
as follows:

1. Sometime in January of 1980, I was advised that
Linda Ronstadt had offerred to perform a benefit concert for
Senator Hart. 1 presumed that this concert would take place in
Denver, Colorado, and I instructed our Finance Director, Susan
Smart, to supervise this concert and make arrangements for a
concert hall in Denver.

2. Ms. Smart periodically informed me of progress
toward the goal of holding this concert. I was advised that
James E. Hautzinger, an experienced attorney familiar with fed-
eral election laws, was overseeing the legal aspects of the
campaign and was negotiating directly with the promoter and
Ms. Ronstadt's agent on contractual and compliance matters.

3. In early March of 1980, Ms. Smart advised me that
Ms. Ronstadt did not wish to hold the concert in Denver and
wanted, instead, to hold the benefit in Cedar Rapids, Iowa. 1
instructed her to make sure that Mr. Hautzinger was satisfied
that all arrangements were legal.

4. I heard nothing further about legal arrangements
for this concert until approximately Saturday, March 29, 1980,
when Ms. Smart advised me that promotions and ticket sales were
underway in Cedar Rapids. I advised her to determine what pro-
motional statements were being made to advise the public of the
political nature of the event and to report her findings to me.

5. On Monday, March 31, 1980, Ms. Smart and I had
several telephone conversations with the promoter of the event,
Arthur Newberger. Mr. Newberger told me, during these con-
versations, that he had not previously seen Mr. Hautzinger's
letter of March 14, 1980, or Mr. Hautzinger's instructions on
compliance with federal election law. Mr. Newberger stated
that he had not previously seen this correspondence because he
had been travelling. He further advised me that he had not
executed or sent to the Committee a contract between his com-
pany and the Committee for promotion of the event. I advised
him to mail the contracts immediately and, in addition, to take
immediate action to insure that the public was fully informed
concerning the political nature of the event. I directed him,
with Ms. Smart's oversight, to do four things immediately:
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(1) run radio ads clearly stating the Hart committee spomnsorship;
(2) put up explicit posters around the sole ticket sales outlet
in Cedar Rapids, explaining the sponsorship; (3) place the spon-
sorship on the electronic marquee outside and inside the hall,
which is also the site where the tickets are sold, and (4) pub-
licly state that refunds would be given to anyone who asked prior
to the concert. Mr. Newberger agreed to do these things provided
that I paid for the radio ads ($1,000.00). I agreed to pay for
the ads.

During this series of calls, I also asked Mr. Newberger
about recordkeeping. He said that no records were kept but that
the sales outlet had the original checks, which they would copy
for us. I requested these copies immediately but I have not,
to date, received them.

6. On Tuesday, April 1, the marquee was changed to
state: '"Linda Ronstadt Concert Is A Benefit For Colorado Senator
Gary Hart."” I confirmed this in two ways: The Five Seasons
concert hall manager stated that it was up, and my wife's parents
(Mr. and Mrs. Lawrence Reading), who live in Cedar Rapids, drove
by that evening and observed it. I obtained photos of the mar-
quee from Mr. Reading.

7. On Wednesday, April 2, I confirmed the existence
of the radio ads by having them played to us, by telephone, by
the radio stations, and we taped the ads. On April 2, the posters
were also placed around the auditorium.

8. On Thursday, April 3, Ms. Smart learned from the
Five Seasons people that no record of ticket purchases was kept.
Mr. Newberger, in a telephone conversation, then told me that
he intended to rectify this by getting written information at
the door the night of the concert. On this date, I saw for the
first time the newspaper ad which had run and noted the very
small disclaimer. I attempted to contact Jim Hautzinger, our
attorney, but he was out of town.

9. On Friday, April 4, campaign opponent Howard ''Bo"
Callaway held a Denver press conference to publicize his charges
against the concert. My response to the press was to state that
we would ask the FEC for an advisory opinion on the legality of
the concert promotion and, if the FEC opined negatively, I would
not accept the concert proceeds. On that day, I drafted a letter
to the FEC asking for an advisory opinion on numerous questions
relating to both this and future concerts.

10. On Saturday, April 5, I met with Jim Hautzinger,
Susan Smart, and our treasurer, CPA Mike Moore, to discuss the
situation. We concluded that the recordkeeping was insufficient
and probably could not be satisfactorily reconstructed as Mr.
Newberger had suggested.
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We therefore decided to cancel our sponsorship of the concert
and determined not to execute the contracts which we had, that
day, received in the mail.

11. On Monday, April 7, I told Mr. Newberger by phone
(with a confirming letter of the same date) that we would not
sponsor the concert or accept any of the proceeds. He expressed
regret and said he would announce this action to the Cedar Rapids
press that day. An article ran in the Cedar Rapids Gazette that
day stating that the Hart campaign had determined not to sponsor
the event. Mr. Newberger assured me that he would still give
refunds if requested.

12. On April 8, the complaint at issue in this proceeding
was filed.

13. The Hart campaign has not received any of the pro-
ceeds from this concert. The Committee has incurred approximately
$1500 in expenses for this concert and has not been directly or
indirectly reimbursed for these expenses.

A
‘(U;k'\\\«\,\?"'\‘d 1\ A d '\l_ ~
Harold A. Haddon

City and County of Denver )

State of Colorado )SS'

Subscribed and sworn to this<;xgr2iday of April, 1980.

WUﬂCNWﬁu;4am x#pQuo‘§¢M4:;‘)Q8;.

(o . Mo/ hngua

Not?ry Public
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AFFIDAVIT OF SUSAN SMART

I am the Finance Director for the Hart for Senate
Campaign Committee, Inc. I participated in the arrangements for
the Linda Ronstadt concert which was scheduled to be a benefit
for the Hart campaign. My knowledge of the events leading to
this concert is as follows:

1. Sometime in January of 1980, I was advised by
Harold Haddon, the campaign manager, that Ms. Ronstadt wished
to do a benefit concert for the Hart campaign. Mr. Haddon advised
me that the concert would be in Denver and that I should make
preliminary inquiries into the availability of a concert hall in
Denver. 1 proceeded to do so.

2. Thereafter, in early February, I telephoned the
office of Peter Asher, Ms. Ronstadt's manager, to inquire about
concert arrangements. I spoke to Mr. Asher's assistant, Gloria,
who told me that the concert would be a part of Ms. Ronstadt's
spring tour and that Mr. Asher would handle promotion of the
event. During that conversation, and by confirming letter (a
copy of which is attached), I advised the manager that the cam-
paign needed to be involved in the FEC compliance aspects of the
event.

3. In early March of 1980, I was advised by Mr. Asher's
office that the concert tour would not be coming to Denver and
that Ms. Ronstadt wished to hold the benefit in Cedar Rapids,
Iowa, on April 21,

4. To insure that all aspects of the proposed concert
were legal, I referred the matter of FEC compliance and contrac-
tual negotiation to James Hautzinger, an attorney representing
the campaign. Mr. Hautzinger gave me periodic updates concerning
his conversations with the agent and the promoter, Arthur Newberger,
I presumed that all of the details were being handled properly by the
promoter in compliance with Mr. Hautzinger's legal instructions.

5. On March 25, without advance notice to the campaign
or myself, promotion and ticket sales were commenced in Cedar
Rapids, Iowa, relating to the concert. I first learned of these
promotions and sales through a telephone call from a reporter
from the Des Moines Register, and I believe that I received this
call on March 26, 1980. I advised this reporter of the political
nature of the concert. I was not aware, at this time, either of
the content of the advertisments or the fact that contractual
arrangements between the committee and the promoter had not been
completed.




6. On March 29, 1980, I received a copy of the news
article which ran in the March 26, 1980, Des Moines Register
and gave it to the campaign manager, Mr. Haddon. Thereafter, on
March 31, after talking by phone with Mr. Newberger, Mr. Haddon
directed me to take several steps to insure that the public was
fully aware of the political nature of the concert. These steps
included the following: (1) placing radio advertisments clearly
stating the political nature of the event; (2) placing posters
around the ticket sales outlet at the concert hall, the Five
Seasons Center (this is the only ticket sale outlet for the con-
cert); (3) placing a sponsorship statement on the electronic mar-
quee outside and inside the hall, and (4) insuring that the public
was informed that anyone desiring a refund could obtain one prior
to the concert.

7. I took charge of taking the remedial action described
in paragraph 6, above, and I confirmed that all of these actions
were taken on or before April 2, 1980. The radio ads played until
April 7, 1980, and the posters and marquees stated the political
nature of the event as well.

8. On April 3, 1980, I conferred with the manager of
ticket sales outlet concerning the records which were kept of
ticket sales. He advised me that he had copies of checks which
were accepted but that no record was kept of cash purchases. He
further advised that this recordkeeping omission would be rec-
tified by obtaining written information from all persons who
attended the concert, by handing out disclosure forms to all per-
sons at the entrance doors on April 21. I reported this to Mr.
Haddon on April 3, and he advised me that because of the problems
which had already been encountered, he was inclined to cancel
the Committee's sponsorship of the concert if our attorney con-
curred.

9. On April 5. 1980, I met with Mr. Haddon, the attor-
ney (Mr. Hautzinger) and che campaign treasurer, Michael Moore.
At that meeting, we decided to cancel the Committee's sponsorship
of the event, accept no proceeds from the concert and refuse to
execute the contracts which had that day been received from the
promoter and the agent.

10. No monies or proceeds from this concert were re-

ceived by the Hart Committee. The Committee spent approximately
$1500 in expenses on this event, which were not and will not be

reimbursed from any source.
’ Susan émart

City and County of Denver )
State of Colorado )

< ’)\( 4

“ day of April, 1980.

\‘_:__

¥\k\ Conay Uaukh\u\fpkU &x& fay
(hX&L_LL\ %\ hq/ti/}LLULMJK\\

- Notary Public

Subscribed and sworn to this,;k)
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AFFIDAVIT OF AL COHEN

1 am a Certified Public Accountant engaged in the pri-
vate practice of accountancy. 1 have had considerable experience
in the accounting and financial aspects of commercial concert
promotions. I volunteered my services to the Hart campaign for
purposes of insuring that the Linda Ronstadt concert in Cedar Rapids,
Iowa, was conducted in compliance with federal election law re-
quirements. In that capacity, and on behalf of the Committee, I
made, in early March of 1980, several inquiries with acquaintances
of mine in the concert business concerning the professional repu-
tation of the promoter, Arthur Newberger. I ascertained that he
was an able and reputable promoter, and I so advised Susan Smart,
the campaign Finance Director, and James Hautzinger, the campaign
attorney.

Sometime in the early part of March, 1980, I had several
telephone conversations with Mr. Newberger concerning the legal
and financial aspects of the concert. I specifically advised him
that all advertisments for the concert, including radio advertis-
ments, had to contain a clear and conspicuous statement that the
concert was a political benefit for Senator Hart and was sponsored
by the Hart Committee. He agreed to make those statements in the
advertisments. I also advised Mr. Newberger that Mr. Hautzinger
would forward to him instructions on recordkeeping requirements
for a concert, and he agreed to review and abide by those instruc-
tions.

Al Cohen

City and County of Denver )SS
State of Colorado i

Subscribed and sworn to this 225@4;day of April, 1980.

Notary Public

LERRITESouly 14, 75985




April 23, 1980

To Whom it May Concern:

In addition to the enclosed statement I would like to add that
I had promoted about 15 shows of all sizes (up to 35,000 people)
and thus am familiar with the business. I am also familiar with FEC
regulations as I was treasurer of former U.S. Senator Floyd Haskell's
1978 campaign.

AL Lol

Al Cohen

City and County of Denver )ss
State of Colorado e

Subscribed and sworn to thisqég?zgfday of April, 1980

Ll _

el . . -
et e TN AR Dar teaa e - i
J el iSS N ,_,_;’J,“__, JUsy ‘7' 7‘”‘\ )

Notary Public
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AFFIDAVIT OF JAMES E, HAUTZINGER

I am an attorney in the private practice of law and am
a partner in the Denver law firm of Dawson, Nagel, Sherman, and
Howard. I have had previous experience in advising political
committees concerning federal election laws and regulations, and I
acted as the attorney for the 1978 campaign of Colorado Senator
Floyd Haskell. During the months of January through April of
1980, I was engaged by the Hart for Senate Campaign Committee, Inc.,
to advise the Committee on the federal election law requirements
for campaign-sponsored concerts. In particular, I handled the
legal aspects of the Linda Ronstadt concert for the Committee and,
in that regard, I had several communications with Arthur Newberger,
the promoter of the concert, and representatives of Ms. Ronstadt's
agent, International Creative Management (ICM). My involvement
in the concert was as follows:

1. In the early part of March, 1980, I was asked by
Susan Smart, the campaign Finance Director, to handle the legal
aspects of a proposed Rcnstadt concert to take place in Cedar
Rapids, Iowa, on April 21, 1980. Specifically, Ms. Smart re-
quested that I negotiate the contracts and advise the promoter on
the requirements of federal law as applied to the promotion of
and recordkeeping for politically sponsored concerts.

2. Thereafter, 1 researched federal law and regulations
as it applied to concerts and had several telephone conversations
with Gary Christian, an FEC staff member, concerning legal requisites
for ccncerts. Having done this background research and inquiry,
I then drafted and mailed a letter to the promoter, Arthur Newberger,
and the agent, Tom Ross of ICM. This letter, attached to this
affidavit, proposed contractual arrangements for the concert and
contained, as an enclosure, a three-page instruction sheet advising
both the promoter and the agent of the requirements of federal
campaign law,

3. I did not receive any comment on the campaign law
instruction sheet from either the promoter or the agent prior to
April 4, 1980. I learned from the campaign staff that, prior to
that date, promotions were commenced in Cedar Rapids and tickets
were sold to the event. On April 3, I had not yet received the
proposed contracts from the promoter and the campaign committee
had not executed any contracts.

4. On April 4 and 5, 1980, contracts arrived in my
office from, respectively, the promoter and the agent. They
were signed by those entities, but had not been executed and
approved by the committee,.

5. On April 5, 1980, I met with Harold Haddon, the
campaign manager, Susan Smart, the finance director, and Michael
Moore, the campaign treasurer, to discuss the situation. We
concluded that, because the promoter had acted prematurely




and without reviewing the instructions given to him, the concert
could not go forward as a campaign benefit. It was the opinion
of all concerned at the meeting that the potential for both
confusion of ticket buyers and inadequate recordkeeping were
simply too great to justify sponsorship of the concert. The
committee therefore declined, on my advice, to sponsor the
concert or execute any of the contracts we had belatedly re-
ceived.

6. In my memorandum dated March 14, 1980, I specifi-
cally advised the agent and the promoter that all promotional
materials had to contain a clear disclaimer indicating that the
event was sponsored by the Hart Committee. These conversations
occurred well before promotion for the concert began. This
memorandum was transmitted to each of them on March 14, 1980.

7. In my professional judgment, the Committee made a
good faith effort to comply with all federal election law require-
ments and, when it appeared that the spirit, if not the letter of
the law, might not be fully satisfied, the campaign properly
determined not to accept any of the concert proceeds.

ames E. Hautzinger = Cj/f Z;’

STATE OF COLORADO

CITY & COUNTY OF DENVER ) S°S-

nnm/

Subscribed and sworn to before me this AA“~—day of
April 1980 by James E. Hautzinger.

Witness my hand and official seai.

f////// Tt

Notary Public

My commission expires: 4Z§%%Zf,éi;@?3ﬁ

s
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March 14, 1980

Mr. Tom Ross

International Creative Management
8899 Beverly Boulevard

Los Angeles, Cgle 90048

Mr. Art Newberger
Amusement Conspiracy
Suite 308

17200 Ventura Boulevard
Encino, Calif. 91316

Dear Mr. Ross and Mr. Newberger:

I am the lawyer representing the Hart for Senate
Campaign Committee, Inc. I have discussed with Mr. Ross
and directly with Mr. Newberger the arrangements for a
Linda Ronstadt concext to be conducted in Cedar Rapids,

Iowa on April 21, 1980, as a benefit for the Bart campaign.

I enclose a memorandum summarizing the reguirements
imposed by the Federal Election Campaign Act. Basically,
this law will require that the Hart Committee sponsor the
event. I have talked with Tom about the easiest way to
accomplish this without unduly dlsruptang the normal
procedures used in your industry.

It seems to me that the BHart Committee should sign
a simple form of agreement with Ms. Ronstadt under which
the Hart Committee purchases her services for the agreed
upon amount. The Hart Committee should then sign a
separate contract with Mr. Newberger's organization under
which he agrees to promote the concert, performing all
services normally involved in promotion, as agent for the
Hart Committee.

The effect of these two contracts would not be to
change the financial arrangements previously agreed to
but simply put them legally in a form in which the Hart




s \""%,sdn.Nagel.Shcrmah &   ar e S o

March 14, 1980
Page Two

committee would be deemed the sponsor of the event.

Please let me know what we can do to expedite this
matter to your full satisfaction. If I can be of service
to prepare the necessary agreements, I will be happy to
do so.

Yours very truly,

i
Cl
James E. Hautzinger

JEH:rt
Enclosure

cc: Mr. Alan H. Cohen
Ms. Susan Smart




g

CONDUCTING A FUNDRAISING CONCERT
UNDER THE
FEDERAL ELECTION CAMPAIGN ACT
March 14, 1980

Background

The Federal Election Campaign Act of 1971, as amended,
regulates all aspects of political campaign financing includ-
ing the raising of money through a fundraising event. The
Act prescribes procedures which must be followed in record-
keeping, disclosure in periodic firancial reports, and
disclosures which must be made in fundraising materials.

The Act prohibits totally contributions by any corporation
to a political committee with respect to any election for fed-
eral office, and limits such contributions by any individual
to a maximum of $1,000 per election. Therefore, the basic
legal regquirement imposed on structuring a concert as a fund-
raising event is that the proceeds from the concert cannot
first pass to the promoter or the artist and then be made as
a contribution to the political committee. Such a structure
would violate the prohibitions on corporate contributions and
the limitations on individual contributions. Rather, the
-political committee must be legally the sponsor of the event.
In this way, each persc- purchasing a ticket to the concert
makes a political cont. »ution to the political committee and
the political committe _.hen pays the promoter and the artist
all agreed upon amount:, expenses and profits.

Required Procedures

With these and other legal requirements of the Act in
mind, we suggest that the following prccedures must be followed
in the promotion and handling of a concert as a fundraising
event:

1. One or more contracts must be signed as between the
Hart for Senate Committee, the artist, and the promotion cor-
poration which will basically provide that Hart for Senate
Campaign Committee, Inc. is the sponsor of the event and that
all work done by the promoter is done as the agent for Hart
for Senate Campaign Committee, Inc. The contracts will then
provide for division of the proceeds as agreed upon by the
parties in the form of payments to the artist and to the




@

promoter by Hart for Senate Campaign Committee, Inc. from
the total proceeds generated from ticket sales.

2. All promotional materials except for the tickets
themselves, promoting the concert or soliciting ticket
purchases must contain in a clear and conspicuous manner
a disclaimer as follows:

"Paid for by Hart for Senate Campaign
Committee, Inc."

"Sponsored by Hart for Senate Campaign
Committee, Inc."

This disclaimer is the minimum requirement. It is permitted
to expand it to make reference to the promoter or any other
information desired.

3. We are required to keep records indentifying the
contributor for any person making a contribution in excess
of $50.00; therefore, the persons engaged in selling tickets
to the event must establish a procedure for noting when a
single purchaser buys a number of tickets exceeding $50.00.
In such a situation, the purchaser must be asked if a single
purchaser is buying the block of tickets exceeding $50.00 in
price (as opposed to a situation where one person is making
the purchase but is doing so on behalf of other individuals).
If this is the case, the purchaser must be asked to fill out
a contribution card in the form attached. After the event,
these contribution cards must be forwarded to the Hart for
Senate Campaign Committee.

-4. Ultimately, the Hart for Senate Campaign Committee
will be reguired to file a report with the Federal Election
Commission which will itemize contributions and expenditures
in connection with this event. The promoter must, therefore,
keep records and provide them to the Committee sufficient to
reveal date, location, and nature of the event, total proceeds,
and itemized expenditures, including payments to the promoter
and to the artist, setting forth date, amount, and identity -
of person to whom the payment was made. :




Thank you for contributing to the Hart for Senate Campaign
Committee. Please provide the following information to enable
the Committee to comply with reporting requirements of the
Federal Election Campaign Act.,

Personal Business

Name Business conducted ur employed:

Address:

Address:

State: Zip

Telephone: ( ) State 2ip
Check if self employed

Occupation i)

Date

Amount of Contribution:
Primary $ General $ Total $

e ——————

A copy of our report is filed with the Federal Election Commission and
is available for purchase from the Federal Election Commission,
Washington, D.C.
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AFFIDAVIT OF ARTHUR R. NEWBERGER

My name is Arthur Newberger and I work as a promoter of
concerts and other entertainment events.

Sometime in the early part of 1980, I was contacted
by International Creative Management ("ICM") with reference
to a Linda Ronstadt concert which was to be held in Cedar
Rapids, Iowa, on April 21, 1980. ICM acts as Linda Ronstadt's
agent, and they asked me to promote the Cedar Rapids concert,
which I agreed to do. I was not aware, at this time, that the
concert would be a political benefit.

Later, some time in March or late February, I was advised by
ICM that the event would be a political benefit for Colorado
Senator Gary Hart. I then had several conversations, by phone,
with the accountant and the attorney for the Hart campaign
concerning contractual arrangements for the concert. They
advised me that the promotional and recordkeeping aspects of
the concert would have to be in accordance with federal election
laws and regulations. Further details were to be sent to me
with the contracts.

On March 14, 1980, the campaign attorney, Jim Hautzinger,
wrote a letter to myself and Tom Ross of ICM in which he discussed
the form which the contracts should take and included proposed
contracts. This letter also contained, as an enclosure, a
statement of instructions on how to comply with federal election

law requirements. I was travelling during the latter vart of
March and this letter apparently arrived in my absence. Before
I had an opportunity to read the letter, or to enter into a
contract with the Hart campaign, the initial concert advertising
was placed and a substantial number of tickets were sold.

On March 31, 1980, I first discussed the situatior with
the campaign minager, Harold A. Haddon. In that conversation,
which was by telephone, Mr. Haddon advised me that he was troubled
by the small disclaimers placed on the advertisments. At his
request, I promptly placed additional radio advertisments which
clarified the political nature of the event and I also directed
that the concert hall marquee contain a statement that the event
was a political benefit. Posters were also placed at the concert
hall which announced that the concert was a political benefit.
This advertising and the marquee/poster statements ran during
the week of March 31.

In our telephone conversation of March 31, and in several
subsequent telephone conversations, Mr. Haddon also expressed
concern to me about the nature of the recordkeeping. I looked
into how the tickets were sold and reported to Mr. Haddon that
very few checks had been accepted. I advised Mr. Haddon that
we would obtain the required reporting information at the door of
the concert on the night of the event. Thereafter, on April
7, 1980, Mr. Haddon advised me that he felt that it would be
very difficult to reconstruct the sales records for the concert
in a way that would meet the detailed requirements of federal
election law. He stated to me that, because of these problems,




the Hart campaign would not sponsor the concert and would not
execute the contractual documents which they had just received.

After my April 7 telephone conversation with Mr. Haddon,
1 phoned the auditorium manager in Cedar Rapids and advised him
that the Hart campaign was not sponsoring the concert and that he
should announce that the concert would go forward, but not as a
political benefit. The Cedar Rapids press w
7, that the Hart campaign was noy{ sponsorin

County of
State of

Subscribed and sworn to before me this day of
April, 1980.

Notary Public
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Charles N. Steele, Esq.

General Counsel

Federal Election Commission ﬂ',n;,
1325 K Street, N.W. . 875
Washington, D.C. 20463

Re: Complaint MUR-1203

Dear Sir:

Our office represents Linda Ronstadt in the above-
referenced matter. As per the request of the Federal
Election Commission in its letter to Ms. Ronstadt dated
April 11, 1980, the following brief factual summation
concerning Complaint MUR-1203 is hereby provided to the
Commission.

In early 1980, Ms. Linda Ronstadt, a well-known popular
song artist, determined to perform a benefit concert for
Colorado Senator Gary Hart for the purpose of providing
campaign funds to the duly designated campaign committee of
Senator Hart, the Hart for Senate Campaign Committee ("Hart
Committee"). Arrangements were initially made between
Mr. Peter Asher, Ronstadt's manager, and representatives of
the Hart Committee for the concert to take place in Colorado.
However, circumstances did not permit such a benefit concert
to take place in Senator Hart's home state.

It was thereafter determined, in early March 1980, that
a concert date scheduled in Cedar Rapids, Iowa, on April 21,
1980 would provide an appropriate alternative opportunity
for Ms. Ronstadt to perform the benefit concert she had
promised to Senator Hart. Mr. Asher communicated this fact
to Ms. Susan Smart, Finan i tor for the Hart Committee.
¢f TOfF"E A
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Representatives of the Hart Committee then engaged in
negotiations with the promoter of the Cedar Rapids concert,
Arthur Newberger, to insure that all requirements of the
Federal Election Campaign Act were complied with concerning
advertisements, ticket sales, reporting requirements, etc.
for the concert.

With the assistance of counsel from the Hart Committee,
concert contracts between Ronstadt and promoter Newberger
were drawn up as if the concert were to be a benefit for
Senator Hart. However, before reviewing and executing such
contracts, the promoter commenced advertising the concert
and selling tickets. Promoter Newberger failed to cause the
radio and television advertisements concerning the concert
to announce that the concert was to be a political benefit
for Senator Gary Hart. The newspaper advertisements for the
concerts, on the other hand, did announce that the April 21,
1980 Ronstadt concert was to be a political benefit, but
such ads appeared after the release of radio and television
commercials, and after all tickets for said concert had been
sold out. Therefore, no purchasers bought tickets for the
Ronstadt Cedar Rapids concert believing or relying on the
fact that such concert was to be a political benefit for
Senator Hart.

By the first week in April, 1980, Ms. Ronstadt had been
informed that because of the promoter's failure properly to
advertise the concert and designate same as a political
benefit, and his further failure to keep adequate records of
cash purchases of tickets for the concert, it would be
impossible to conduct the concert as planned without violating
several federal election law prohibitions. Therefore,

Ms. Ronstadt determined to proceed with the April 21, 1980
concert as a private concert, and cancelled the engagement
as a political benefit concert. A "booking change memo"
from Ms. Ronstadt's agent, International Creative Management,
dated April 10, 1980, was transmitted to the promoter for

the purpose of cancelling the engagement as a political
benefit and reinstating the concert as a private show. A

copy of said booking change memo is enclosed herewith as
Exhibit A.
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No revenues whatsoever from the April 21, 1980 Cedar
Rapids concert have been transmitted in any fashion to the
Hart Committee, or any other committee providing campaign
funds to Senator Gary Hart.

Enclosed also please find the required Notice of
Representation by Counsel executed by Wallace D. Franson,
attorney in fact for Linda Ronstadt.

If any further information is required, please do not
hesitate to call the undersigned at (213) 556-1500, or write
at the address appearing above.

Very ,ruly yours,

- "Steven A. Nisden ¢
of Manatt, Phelps,
Rothenberg & Tunney

SAN:1lp
Enclosures

cc: L. Lee Phillips, Esq.
Mr. Wallace D. Franson
Mr. Tom Ross
Mr. Peter Asher
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Federal Election Commission
Washington, D.C. 20463

Re: NOTICE OF REPRESENTATION BY
COUNSEL; MUR 1203

Dear Sirs/Madams:

Please be informed that I will be represented by counsel
in the above-referenced matter. All future notifications
and communications from the Federal Election Commission
should be made to such counsel, as follows:

Manatt, Phelps, Rothenberqg & Tunney
1888 Century Park East

Suite 2100

Los Angeles, California 90067

Attn: L. Lee Phillips, Esq.
Steven A. Nissen, Esq.

(213) 556-1500

Please acknowledge receipt of this notice directly
to my attorneys. Thank you.

Sincerely yours,
LINDA RONSTADT
Yot Forlod
By qu} L V] Ak e

Walace D. Frangon,
Attorney in reas
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POWER OF ATTORNEY
GENERAL

Know All Men by These Presents: Twt(, _LINDA NARIA ROWSTADT

the undersigned (ointly and severally, if more than one) heredy make, constitute and appoint__WALLACE D, FRARSON

my true and lawful Attorney for me and in my name. place and stead and for my wse and bemefit:

(0) To ssh. demend. sue far, recover, collect ond receive coch ond every sum of meney, debt. sccount,
anrity ond demond (which now i3 or hereafter stall became due, owing or Peyadle) belenging to
lowtul meons for the recovery theres! Dy lega! process or otherwine, 3ad 0 taecute ond deliver § satisfaction or
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business. residence. and ol and/er miners! geveiopment. 19 30l eschonge. grant or comvey the seme with or
frensfer ia trust, o otherwise encumber &r Rypothecats the seme te secure peyment of 8 asgctishie or nea-acgetisble
ediigation er agreement;

(c) To exercise sry or oft of the following powars 83 o off dinds of personal property and geeds, weres snd
ond ather property in Posselsion or in action: Te contract for, uy. el exchange. transter snd in oy tegat manner deet in
fo mortgage. trensfer in frust, or ofherwsse encumder o hypethecate the same to secure peyment of ¢ Ragelisdie or
pertormance of ony cbiigation or agreement;
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edjust. settie and satisly eny obligation, secured or wasecwred. owing by or to me
fot equs! to Or less in velue theh the smeunt owing in payment, settiom.
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ment of lease. t. indenture. ind Y. o' nt. mertgage, e
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ment and other debl. request for pertial or full reconveysnce of dead of trust snd
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FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Robert F. Bauer

Deckert, Price & Rhoads
888 - 17th Street, N.W.
Washington, D.C. 20006

MUR 1203

Dear Mr. Bauer:

On April 11, 1980, the Commission notified your clients,
Senator Gary Hart and the Hart for Senate Committee, of a
complaint alleging that they may have violated certain sections
of the Federal Election Campaign of 1971, as amended. A copy
of the complaint was forwarded to them at that time. Your
explanation of this matter, dated April 30, 1980, has been
received.

Upon further review of the allegations contained in the
complaint and information provided by the respondents, the
Commission, on » 1980, determined that there is reason
to believe the Hart for Senate Campaign Committee violated
2 U.S.C. § 441d. sSpecifically, it appears that the committee
solicited contributions through general public political
advertising in connection with a fundraising concert scheduled
in Des Moines, Iowa, without providing notice that the
communication was paid for by the committee. However, because
the committee declined all proceeds of the event and made prompt
efforts to correct the faulty solicitations, the Commission will
take no further action with respect to this apparent violation.

Additionally, on May , 1980, the Commission determined,
that on the basis of information contained in the complaint
and information provided by you, there is no reason to believe
the Hart for Senate Committee violated 2 U.S.C. § 432(c)(2) or
2 U.S.C. § 432(b)(3). The Commission also determined there is
no reason to believe that persons who might have advanced pro-
motion costs of the concert in question violated 2 U.S.C.

§ 44la(a) or 2 U.S.C. § 441b(a).

Attachment E




Letter to: Robert F. Bauer
Page 2

If you have any questions, please contact Scott Thomas,
the attorney assigned to this matter, at (202) 523-4000.

Sincerely,




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

CERTIFIED MAIL 2
RETURN RECEIPT REQUESTED

Steve Nissen
Manatt, Phelps, Rothenberg,
and Tunney
1888 Century Park East, 21st Fl.
Los Angeles, California 90067

MUR 1203
Dear !ir. Nissen:

On April 11, 1980, the Commission notified your
client, Linda Ronstadt, of a complaint alleging that
she may have violated certain sections of the Federal
Election Campaign Act of 1971, as amended.

The Commission, on + 1980 determined that
on the basis of the information in the complaint and
information provided by the respondents, there is no
reason to believe that a violation of any statute within
its jurisdiction has been committed by your client.
Accordingly, the Commission has closed its file in this
matter with regard to her.

Sincerely

Charles N. Steele
General Counsel




FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

James F. Schoener

Jenkins, Nystrom & Sterlacci, P.C.
2033 M Street, N.W., Suite 504
Washington, D.C. 20036

Re: MUR 1203
Dear Mr. Shoener:

The Federal Election Commission has reviewed the
allegations of your complaint dated April 8, 1980.
On the basis of the information provided in your complaint
and information provided by the respondents, the Commission,
on , 1980, voted to terminate its inquiry. The Commission
determined that substantial compliance had been achieved with
respect to the allegations in your complaint.

Accordingly, the Commission has decided to close the
file in this matter. The matter will become part of the public
record within 30 days.

Should additional information come to your attention
which you believe establishes a violation of the Act,
please contact Scott Thomas, the attorney assigned to this
matter at telephone no. (202) 523-4000.

Sincerely,

Charles N. Steele
General'Counsel
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Charles N. Steele, Esq.

General Counsel

Federal Election Commission 5‘37
1325 K Street, N.W. | 875
Washington, D.C. 20463

Re: Complaint MUR-1203

Dear Sir:

Our office represents Linda Ronstadt in the above-
referenced matter. As per the request of the Federal
Election Commission in its letter to Ms. Ronstadt dated
April 11, 1980, the following brief factual summation
concerning Complaint MUR-1203 is hereby provided to the
Commission.

In early 1980, Ms. Linda Ronstadt, a well-known popular
song artist, determined to perform a benefit concert for
Colorado Senator Gary Hart for the purpose of providing
campaign funds to the duly designated campaign committee of
Senator Hart, the Hart for Senate Campaign Committee ("Hart
Committee"). Arrangements were initially made between
Mr. Peter Asher, Ronstadt's manager, and representatives of
the Hart Committee for the concert to take place in Colorado.
However, circumstances did not permit such a benefit concert
to take place in Senator Hart's home state.

It was thereafter determined, in early March 1980, that
a concert date scheduled in Cedar Rapids, Iowa, on April 21,
1980 would provide an appropriate alternative opportunity
for Ms. Ronstadt to perform the benefit concert she had
promised to Senator Hart. Mr. Asher communicated this fact
o Ms. Susan Smart, Finan i tor for the Hart Committee.
o e [ FGREng A t
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Charles N. Steele, Esq.
April 28, 1980
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Representatives of the Hart Committee then engaged in
negotiations with the promoter of the Cedar Rapids concert,
Arthur Newberger, to insure that all requirements of the
Federal Election Campaign Act were complied with concerning
advertisements, ticket sales, reporting requirements, etc.
for the concert.

With the assistance of counsel from the Hart Committee,
concert contracts between Ronstadt and promoter Newberger
were drawn up as if the concert were to be a benefit for
Senator Hart. However, before reviewing and executing such
contracts, the promoter commenced advertising the concert
and selling tickets. Promoter Newberger failed to cause the
radio and television advertisements concerning the concert
to announce that the concert was to be a political benefit
for Senator Gary Hart. The newspaper advertisements for the
concerts, on the other hand, did announce that the April 21,
1980 Ronstadt concert was to be a political benefit, but
such ads appeared after the release of radio and television
commercials, and after all tickets for said concert had been
sold out. Therefore, no purchasers bought tickets for the
Ronstadt Cedar Rapids concert believing or relying on the
fact that such concert was to be a political benefit for
Senator Hart.

By the first week in April, 1980, Ms. Ronstadt had been
informed that because of the promoter's failure properly to
advertise the concert and designate same as a political
benefit, and his further failure to keep adequate records of
cash purchases of tickets for the concert, it would be
impossible to conduct the concert as planned without violating
several federal election law prohibitions. Therefore,

Ms. Ronstadt determined to proceed with the April 21, 1980
concert as a private concert, and cancelled the engagement
as a political benefit concert. A "booking change memo"

from Ms. Ronstadt's agent, International Creative Management,
dated April 10, 1980, was transmitted to the promoter for

the purpose of cancelling the engagement as a political
benefit and reinstating the concert as a private show. A
copy of said booking change memo is enclosed herewith as
Exhibit A.
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Charles N. Steele, Esqg.
April 28, 1980
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No revenues whatsoever from the April 21, 1980 Cedar
Rapids concert have been transmitted in any fashion to the
Hart Committee, or any other committee providing campaign
funds to Senator Gary Hart.

Enclosed also please find the required Notice of
Representation by Counsel executed by Wallace D. Franson,
attorney in fact for Linda Ronstadt.

If any further information is required, please do not
hesitate to call the undersigned at (213) 556-1500, or write
at the address appearing above.

Very sgruly yours,

/

_-~~Steven A. Nissen

of Manatt, Phelps,
Rothenberg & Tunney

SAN:1p
Enclosures

cc: L. Lee Phillips, Esqg.
Mr. Wallace D. Franson
Mr. Tom Ross
Mr. Peter Asher
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Federal Election Commission
Washington, D.C. 20463

Re: NOTICE OF REPRESENTATION BY
COUNSEL; MUR 1203

Dear Sirs/Madams:

Please be informed that I will be represented by counsel
in the above-referenced matter. All future notifications
and communications from the Federal Election Commission
should be made to such counsel, as follows:

Manatt, Phelps, Rothenberg & Tunney
1888 Century Park East

Suite 2100

Los Angeles, California 90067

Attn: L. Lee Phillips, Esq.
Steven A. Nissen, Esq.

(213) 556-1500

Please acknowledge receipt of this notice directly
to my attorneys. Thank you.

Sincerely yours,

LINDA RONSTADT

)M« Sodat

By \»} L;l&g 91&%*\

Wshace D. Franson,
Attorney In Fagt
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POWER OF ATTORNEY
GENERAL

Know All Men by These Presents: That!,_ LINDA MARIA RONSTADT

the undersigned Gointly and severally, if more than one) hereby make, constitute and appoint__WALLACE D, FRANSON

my true and lawful Attorney for me and in my name, place and stead and for my use and benefit:

(2) Yo ask. demand, sue for, recover, collect and recelve each and every sum of money, debt, account, legacy, bequest, Interast, dividend,
annuity and demand (which now is or hereafter shall become due, owing or payable) belonging to or claimed by me, and to use end take eny
lawful means for the recovery thereof by fegal process or otherwise, and to execute and detliver 8 satisfaction or release thersfor, together with the
fignt 80a POWRr 10 COMPIOMiSe Uf COMPOUnO Bhy Clasm Or Gemand;

(b) To exercise any or ali of the following powers as to real property, any Interest therein and/or any bullding thereon: To contract fer,
purchase, receive and take possession thereof and of evidence of title thereto; to lease the same for any term or purpose, including lesses for
business, residence, and oil and/or minera! development; to sei!. exchangs, grant or convey the same with or without warranty; and to mortgage,
transfer in trust, or otherwise encumber or hypothecate the same to secure payment of a negotiable or non-negotiable note or performance of eny
obligation or agreement;

(c) To exercise any or all of the following powers as to all kinds of personal property and goods, wares and merchandise, choses in ection
and other property in possession or in action: To contract for, buy, sell, exchange, transfer and in any legal manner deal in and with the same; and
to mortgage, transfer in trust, or otherwise encumber or hypothecate the same to secure payment of a negotisble or non-negotiable note or
performence of any obligat'on or agreement;

(d) To borrow money and to execute and deliver negotiable or non-negotisbie notes therefor with or without security; snd to loan money and
receive negotiable or non-negotiabie notes therefor with such security as he shall deem proper;

(e) To create, amend. supplement and terminate any trust and to Instruct end advise the trustes of any trust wherein | am or mey be trustor
or beneficiary; to represent and vote stock, exercise stock rights, sccept and deal with any dividend, distribution or bonus. join In any corporste
financing, reorganization. merger, liquidation, consalidation or other action and the extension, compromise, conversion, adjustment, enforcement
or foreclosure, singly or in conjunction with others of any corporate stock, bond, note, debenturs or other security; to compound, compromise,
adjust. settle and satisty any obligation, secured or unsecured, owing by or to me and to give or accept any property and/or monsy whether or
not equa! 10 or less in value than the amount owing in paymaent, settiement or satisfaction thereof;

(0 To transact business of any kind or class and a3 my act and deed to sign, executs, acknowledge and defiver ony deed, m
ment of lease, covenant, indenture. indemnity, agreement, mortgage, deed of trust, assignment of mortgage or of the beneficie! interest

deed of trust. extension or renewal of any obligation, subordination or waiver of priority, hypothecation, bottomry, charter- m bill of lading, bitt
of sale. bill. bond. note. whether negotiable or non-negotiable, receipt, evidence of debt, full or partisi releass er sstisfection of mortgsge, judg-
ment and other debt. request for partial or full reconveyance of deed of trust and such other instruments ia writing of any kind or clsss as may be
necessary or proper in the premises.

Giving and Granting unto my said Attorney full power and suthority to do and perform sll and every act and thing whetsosver requisits,

necessary of appropriate to be done in and about the premises 23 fully to a!l inlents and purposes es | or could do i personsily present,
hereby ratifying al} that my said Attorney shall lawfully do or cause to be done by virtue of these presents. powers ond

ferred upon my sad Attorney shall be applicable to all res! and personal property or intersats therein now ewned or hereefier
wherever situste.

My seid Attorney is ampowered Meredy to determine In Ms sole @iscretion the time when, purposs for and manner i
conferred upon him shall be exercised. and the conditions, provisions end covensnts of any Instrument er decument

him pursuant hereto: and in the acquisition or disposition of resl or personsl property, my 3aid Attorney shell heve eacliusive
thereo! for cash, credit and/or property, and if on credit with or without security.

The undersigned, If o married woman, hereby further sutherizes snd empowers my sald Attorney, as My Guly autherized
behalf, in the execution of any instrument by which any community resl umony o ny Intorest thereln, now owned or
spouse and mysel!, or either of us, is sold, luud. Md. o —-u .
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April 30, 1980

Charles N. Steele

General Counsel

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20006

01 :0lv 0Eyudv ¢

Re: MUR 1203
Dear Sir:

Attached is a corrected copy of the submission
filed yesterday on behalf of the Hart for Senate
Committee in the above-captioned matter. Certain
errata in the original submission, including inaccurate
cross-references to the different sections of the
argument, made it advisable that a corrected copy
be prepared for your convenience.

If you have any questions, please uo not
hesitate to let me know.

Vegyjﬁrul ours,
ol (idre<

Robert ¥. Bauer

RFB:ps
Attachment

cc: Scott Thomas
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Charles N, Steele

General Counsel

Federal Election Commission
1325 K Street, N.W.
Washington, DC

Re: MUR 1203

Dear Sir:

The Hart for Senate Campaign Committee (the "Committee")
responds hereby to the Federal Election Commission's ("FEC")
letter of April 11, 198C¢, which invites the Committee to demon-
strate that no action should be taken against it on the basis
of allegations set forth in the National Republican Senatorial
Committee's ("NRSC") complaint filed April 8, 1980.

The NRSC complaint alleges, inter alia, that the

Committee violated various provisions of the Federal Election
Campaign Act of 1971, as amended, in arranging, for fundraising
purposes, a concert to be given in Cedar Rapids, Iowa on April
21, 1980. For the reasons set forth below, none of the NRSC
allegations constitute a proper foundation for any FEC action
against the Committee, and the file in this matter should be
promptly closed.

Summary of the Committee Position

1. Certain NRSC allegations refer to flaws in the
advertising and recordkeeping arrangements for the concert.
Had the NRSC made inquiry, however, it would have discovered
that these flaws resulted from actions of a concert pro-
moter acting without the authority or knowledge of the
Committee. Moreover, upon inquiry, the NRSC would have learned
that, as soon as the Committee discovered the unauthorized acts
of the promoter, it took all steps necessary to achieve voluntary
compliance. To achieve compliance, the Committee withdrew entirely
from sponsorship of the concert (which proceeded under other
sponsorship), received no proceeds from that concert, offered
refunds to any ticket purchasers upon request, and paid for
remedial advertising to correct any misunderstandings about the
concert and its purposes resulting from the promoter's unauthorized
acts.
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2. The other NRSC allegations of fact, even if they
proved to be true, would not constitute violations of law. They
should, therefore, be immediately dismissed from further con-
sideration. Thus, for example, the NRSC alleges failure by the
Committee to advise contributors of the available tax credit
under 26 USC § 41. Yet the Act nowhere requires notice by
political committees of this credit. Similar allegations,
fabricated for the purposes of the complaint, and without any
reference to the Act, are discussed below at Section 1IV.

3. Even apart from the Committees successful efforts
to achieve voluntary compliance, it cannot be shown that the
Committee would be liable under the Act for the unauthorized
actions of another.

Prior to the unauthorized actions in question, the
Committee submitted to the promoter a carefully drawn proposed
contract -- a contract which, as drafted by the Committee,
contained detailed guidance on FECA compliance, and which re-
flected, therefore, full Committee awareness of the applicable
requirements. The proposed contract, however, had not been
reviewed by the promoter before the unauthorized acts were
performed, nor had it been agreed to or executed by either the
Committee or the promoter. 1In making faulty arrangements for the
concert, therefore, the promoter was acting without the authority
or the knowledge of the Committee.

The Act does not now, by its terms or as inter-
preted, impose liability on political committees for the
completely unauthorized acts of another under such circum-
stances. Whether the Act should do so is a question which
should be addressed in a separate rulemaking proceeding,
or by advisory opinion. It cannot fairly be addressed here,
and need not be reached since the Committee has rendered
the matter effectively moot by voluntary compliance.

I. Full Factual Background of this Matter

This matter has its origins in an offer by singer
Linda Ronstadt to perform a benefit rock concert for Senator
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Gary Hart of Colorado. News of this offer was communicated
to Harold Haddon, campaign manager of the Hart for Senate
Camaign Committee, in January 1980. (Affidavit of Harold A.
Haddon, attached). Mr. Haddon, in turn, informed the
Committee's Finance Director, Susan Smart, of the concert
proposal, and delegated to her responsibility for the
arrangements. (Affidavits of Hadden and Susan Smart.)

The Committee's Preparations for the Concert

Ms. Smart's arrangements included, in the first
instance, a call to Ms. Ronstadt's manager, Mr. Peter Asher,
to confirm the concert proposal, and to advise him that the
Committee would work with Ms. Ronstadt and her associates
to ensure that the concert was arranged and conducted in a
manner consistent with all FECA requirements. Ms. Smart
supplemented this conversation with a confirming letter,
dated February 14, 1980, which restated the Hart Committee's
concern that the concert arrangements comply in all respects
with FECA requirements. (Affidavit of Smart.)

In early March, 1980, Ms. Smart was informed
by Ms. Ronstadt's manager that Ms. Ronstadt did not wish

to hold the concert in Denver, Colorado, but instead
in Cedar Rapids, Iowa on April 21, 1980. (Affidavit
of Smart.)

To ensure that the concert scheduled for Cedar
Rapids met all applicable FECA requirements, Ms. Smart
contacted Mr. James Hautzinger, the attorney who represented
the campaign and who has considerable experience in FECA
matters. Mr. Hautzinger agreed to assume responsibility
for negotiating contracts with Ms. Ronstadt, and with
Mr. Arthur Newberger, the promoter selected by Ms. Ronstadt's
manager to handle this concert. Mr. Hautzinger also undertook
to include, as part of the contract with Newberger, detailed
instructions on the FECA requirements applicable to all record-
keeping and promotional activity. In preparing these instruc-
tions, Mr. Hautzinger consulted with Mr. Gary Christian of the
FEC in an effort to cover all requirements as thoroughly as
possible. A copy of the memorandum setting forth these instructions
was forwarded on March 14 to both Mr. Newberger and Mr. Tom
Ross of International Creative Management, the agent for
Linda Ronstadt. (Affidavits of Smart and Mr. James Hautzinger.)
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In addition to the written instructions, Mr. Hautszinger
and Mr. Al Cohen, an accountant volunteering his services to the
Commi ttee, stressed to Mr. Newberger in various telephone conver-
sations the need to follow the Committee's instructions on
compliance with the FECA. 1In particular, Mr. Newberger states in
his attached affidavit that he had "several conversations, by
phone, with the accountant and the attorney for the Hart campaign®,
and that in these conversations, he was "advised...that the
promotional and recordkeeping aspects of the concert would have
to be in accordance with federal election laws and regulations."
Moreover, Mr. Newberger states, he was advised that additional
details on these FECA obligations would be made available along
with the proposed contract. (Affidavits of Mr. Al Cohen, Mr.
Arthur Newberger and Hautzinger).

As the affidavit from Mr. Cohen establishes, the
telephone conversations held with Mr. Newberger included specific
advice from Mr. Cohen about the requirement that conspicuous
authorization notices appear in all advertising for the concert.
Mr. Cohen further states that he believed Mr. Newberger "agreed
to review and abide by" the written instructions on FECA compliance
prepared by Mr. Hautzinger as part of the proposed contract.
(Affidavit of Cohen.)

The Promoter's Activities Were Undertaken
Without the Committee's Authorization

As stated previously, Mr. Hautzinger prepared, and
forwarded to Mr. Newberger, a contract setting forth, inter alia,
the promoter's obligations to comply with FECA recordkeeping and
promotional requirements. Mr. Newberger did not await the
arrival of the contract, and instead proceeded to place advertise-
ments for the concert and to sell tickets for it. Prior to
undertaking these activities in promotion of the concert, Mr.
Newberger had neither read nor executed the contract, nor had he
reviewed the set of written instructions on FECA compliance
which were part of that contract. (Affidavit of Newberger.)

On March 25, 1980, Ms. Susan Smart learned from
a report of the Des Moines Register that concert ticket sales and
promotion had commenced. Ms. Smart was unaware that contractual
arrangements between the Hart Committee and Mr. Newberger had not
been completed. Moreover, she did not know anything at that time
about the content of the promoter's advertising for the concert.
(Affidavit of Smart.)
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On March 29, 1980, Ms. Smart advised Mr. Haddon
that concert arrangements had apparently begun. Mr. Haddon
instructed Ms. Smart to determine the nature of the advertise-
ments for the concert, and specifically, the adequacy of the
public notice of the political nature of the concert. (Affidavit
of Hadden.)

Response of the Committee to the Promoter's
Unauthorized Acts

On March 31, 1980, on the basis of information he
received, Mr. Haddon contacted Mr. Newberger by telephone, and
expressed concern about his handling of concert arrangements
without authorization and without reference to any of the Committee's
instructions. Mr. Haddon learned from Mr. Newberger that the
latter had not reviewed or executed the draft contract including
the memorandum prepared by Mr. Hautzinger, which had been forwarded
to him by the Committee.*/ Mr. Haddon inquired into the record-
keeping for the concert, and was told by Mr. Newberger that no
records had been kept but that copies of all checks received
could be made and used for recordkeeping purposes. Mr. Haddon
then stated that he wanted four steps immediately taken to ensure
adequate public notice of the political nature of the concert:

l. New radio ads clearly stating the
authorization of the Hart Committee, and the
sponsorship by that Committee of the concert.
The Hart Committee paid for these ads, which
ran from April 2-April 7.

2. Sponsorship notices on the electronic
marquee outside and inside the Hall where
the concert would be held.

3. Posters around the ticket sales outlet

to advise ticket-purchasers and concert-goers,
once again, that the concert was being held for
the benefit of Gary Hart.

It was only after this conversation, and long after the
unauthorized acts at issue in this matter, that Mr. Newberger
reviewed and executed the Committee's draft contract. The
signed contract arrived in Mr. Hautzinger's office on

April 4, 1980, but was never executed by the Committee

which decided, the next day, to terminate its sponsorship

of the concert. (Affidavit of Hautzinger.)




Charles N. Steele
April 29, 1980
Page Six

4. A public statement that refunds would be made to
anyone upon regquest.

All of these steps were taken by April 2. (Affidavit of
Smart; see also photographs of 1) concert hall marquees with
the Committee sponsorship notices, and 2) ticket sales outlet
with posters also proclaiming the Committee sponsorship.)

On April 3, 1980, Ms. Smart checked with the ticket
manager at the sales outlet about the recordkeeping procedures.
In their conversations, Ms. Smart learned that while copies of
checks had been made, there were no records of cash purchases.
The manager of the sales outlet stated that, in order to obtain
necessary information about cash purchases, disclosure forms
would be handed to concert-goers the night of the concert on
April 21. (Affidavit of Smart.) Mr. Haddon was informed by Ms.
Smart of this situation, and he called Mr. Newberger, who confirmed
this state of affairs. (Affidavit of Haddon.) Mr. Haddon also
told Ms. Smart that, owing to this and other problems with the
concert arrangements, it appeared advisable that the Hart
Committee cancel its participation in the concert. (Affidavit
of Smart.) Mr. Haddon made a similar representation to the press
on the next day, in response to charges about the concert made
by one of the candidates for the Republican Senate nomination.
In particular, Haddon stated that if the FEC did not find the
remedial measures contemplated by the Bart Committee to be
sufficient, the Committee would not maintain its sponsorship of
the event. For this purpose, an advisory opinion request
to the FEC was prepared and sent to the FEC by Mr. Haddon.
(Affidavit of BHaddon.)

On April 5, 1980, a meeting between Mr. Haddon,
Ms. Smart, the Committee Treasurer Mike Moore, and Mr.
Hautzinger was held to determine the most appropriate
course of action. It was decided that the remedial actions
taken to date, or still to be taken (as in the case of the
recordkeeping), would not be sufficient to restore the concert
arrangements to completely satisfactory order. The decision
was made, therefore, to terminate Hart Committee sponsorship
of the concert. (Affidavit of Haddon, Bautzinger and Smart.)

Mr. Haddon informed Mr. Newberger of this decision
on Monday, April 7, 1980. Mr. Newberger stated that he
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would announce this decision to the press, and an article

on the decision did appear in the Cedar Rapids Gazette on April
7, 1980. Mr. Newberger also assured Mr. Haddon that refunds
would be made to any ticket purchaser upon request. (Affidavits
of Haddon and Newberger.)

On April 8, 1980, following the publicized decision by
the Committee to withdraw from sponsorship of the concert, the
NRSC filed the complaint setting forth the allegations at issue
here.

On the night of the concert, April 21, 1980, a represen-
tative of the Hart Committee, Mr. Jay Kenney, stood with Mr.
Newberger at the ticket sales outlet to honor any refund requests
that would be made. When the outlet closed, Mr. Kenney also
proceeded to the entrance door, where he stayed, for this same
purpose of making refunds, until the commencement of the concert.
A total of $229.50 in refunds were made.

II Immediately upon Learning of Irreqularities in the
Recordkeeping and Advertising for the Concert, the
Committee took all Steps Necessary to Achieve
Voluntary Compliance.

As the Committee has discussed at length in section I,
and as it will have further occassion to address in the following
section, recordkeeping and advertising flaws in the concert
arrangements were the responsibility of a promoter acting without
the Committee's knowledge or authority and in violation of its
instructions concerning compliance with the Act and the regulations.:/

¥7 These alleged recordkeeping and advertising flaws constitute
the bulk of the NRSC allegations against the Committee,
and the following sections of this letter (sections II and
IIT1) present the Committee's response to those allegations as
they may be found in subparagraphs a., b., c., d. and e. of
Section VI of the NRSC Complaint. In addition, the material
that follows covers one additional allegation of the NRSC--~that
someone other than the Committee, i.e. the promoter, advanced
the promotional costs for the concerts and thereby made a
contribution to the Committee. See subparagraph g. of
Section VI. Since the promoter, in spending funds for promotion,
was acting without the authority of the Committee, and since
the Committee subsequently withdrew from sponsorship of the
concert and received no proceeds from it, the monies spent by
the promoter in advertising the concert cannot properly be
viewed as a "contribution" to the committee,
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Immediately upon learning of these errors, the Committee did
everything within its power to remedy the problem, and in so

doing, achieved the highest level of voluntary compliance. Under
its authority to "encourage™ voluntary compliance, the Commission
should refuse to proceed further with enforcement proceedings in
this matter, since such proceedings would not add to the effective-
ness of the Committee's own actions, and would seriously detract
from the Commission's and the statute's emphasis on fully voluntary
compliance.

In brief review, the Committee carefully prepared
a contract with the promoter, with particular emphasis on
FECA requirements, but the contract was not reviewed or executed
by the promoter prior to the unauthorized acts in question.
Upon learning of these unauthorized acts, the Committee took
immediate and effective action to remedy the errors committed
by the promoter. 1In response to print advertisements carrying
very small authorization notices, and to radio advertisements and
tickets without such notices, the Committee paid for new advertise-
ments making unmistakably clear the Committee's sponsorship of
the event. It also asked that posters be placed near the ticket
outlet to advise concert goers of the Hart Committee sponsorship,
and that similar sponsorship notices be posted on the electronic
marquee in and outside the concert hall. The promoter also
agreed, at the Committee's request, to offer refunds to anyone
who had been misled by the concert's previous advertising, and
who wanted their money returned. All of these steps were taken
within days of the Committee's discovery that the promoter,
acting without authority, had disregarded applicable requirements.
When, in addition, the Committee discovered that his record-
keeping had also been wholly inadequate, it determined immediately
that it should withdraw from sponsorship of the event, and that
it should not accept any proceeds from that event.

Under § 307 of the Act, the Commission is specifically
empowered "... to encourage voluntary compliance....” The
Commission has not taken the position--and consistent with
the statute, should not--that each error or set of errors
committed by candidates or committees must be rectified through
the formal enforcement process. As the Committee will discuss
in the following section, it is not at all clear that, in this
case, the Act would even impose liability on the Committee for
the unauthorized acts of the promoter. Nevertheless, if the
Act arguably would impose liability in this situation, the
Committee has done everything within its power -- prior to the
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filing of the NRSC complaint and prior to the Commission's
notification -- to achieve full compliance. Under these circum-
stances, no purpose would be served, and the statutory emphasis
on voluntary compliance would be disserved, by further enforcement
proceedings against the Committee.

In the past, the Commission has abandoned an enforce-
ment action in its early stages upon discovering that the
committee in question had, prior to FEC notification, identified
the problem and taken the steps necessary to achieve compliance.
Thus, in MUR 697, the Commission, upon complaint, investigated
and found "reason to believe"™ that a violation occurred when a
political committee accepted contributions from persons who were
apparently "foreign nationals."”™ In response, the Committee
apprised the Commission that it had already determined, on its
own, that 2 of the 6 contributors were foreign nationals, and
that it had previously refunded these contributions. Moreover,
the Committee had previously made efforts to determine the
identity of the remaining four contributors, but these efforts
had been without success. The Committee then agreed to refund
the four remaining contritutions to remove any question. In
response, the General Counsel concluded that "In light of the
fact that two of the contributions were refunded prior to Commission
notification and the other contributions were refunded....we
think no further action should be taken.” (emphasis supplied)
The General Counsel's recommendations were accepted by the
Commission.

A number of Advisory Opinions issued by the FEC
have also emphasized voluntary compliance in the resolution
of particular problems. For example, in Advisory Opinion
1976-110, the principal campaign committee of a Congressional
candidate had accepted a contribution from a non-federal political
committee account containing corporate funds. The FEC determined
that the candidate should return the contribution "to avoid"” a
violation of the § 44l1a prohibition against the receipt of
corporate contributions. In short, if the check were returned,
voluntary compliance would have been achieved and no formal
proceedings to enforce the Act would have been necessary.
Similar dispositions through voluntary compliance may be found in
Advisory Opinions 1977-9 (funds transferred to undesignated
depository) and 1977-65 (contributions received from account
containing unlawful funds).

It is, of course, not true that, in every instance,
failure by a Committee to comply with the Act or Regulations
can be remedied by "voluntary" compliance. 1In a Notice to
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candidates and committees, the FEC announced that it would

no longer deem "voluntary compliance" to have occurred on

each and every occasion that a Committee refunded an illegal
corporate contribution. Instead, the FEC stated, it would
impose on Committees a more exacting duty to screen suspect
contributions, and inadvertent receipt of illegal corporate
funds would, "in appropriate circumstances," be subject to
formal enforcement action, regardless of any subsequent refund.
As this Notice suggests, the question of whether "voluntary
compliance®” has been achieved varies with the "circumstances" of
the particular case. 1If the FEC finds that a Committee acted
reasonably, and in good faith, under the circumstances, a finding
of "voluntary compliance®" would be appropriate and consistent
with the statutory emphasis on such compliance in §307.

The circumstances of this matter strongly support an
FEC finding that the Committee, if it would be liable at all for
the unauthorized acts of the promoter, achieved voluntary
compliance. The Committee made every reasonable effort to
prepare for the April 21 concert in a manner consistent with
FECA requirements. As soon as the Committee learned of the
promoter's unauthorized acts, it took all conceivable remedial
steps. When it became apparent that, owing to the complete
absence of adequate recordkeeping procedures, no remedial
action would have been sufficient or effective, the Committee
cancelled its participation in the concert and made refunds
available to any ticket purchaser on request. Nothing more could
be done by the Committee in these circumstances to more convincingly
establish its good faith and its desire to comply in all respects
with applicable FECA rejuirements.

III The Act and Requlations Do Not Impose Liability on
Political Committees, such as the Hart Committee, for
the Unauthorized Acts of Another Under These Circum-
stances

The allegations of the NRSC complaint revolve around
actions of a person other than the Committee, a person who took
these actions without the authority or knowledge of the Committee.
In order for the Committee to be found liable, it must first be
held that it was bound by these unauthorized acts, i.e., that,
for the purposes of the Act, the promoter was the "agent®" of the
Committee, in making the faulty concert arrangements, and that
the Committee, as principal, is liable. Yet neither the Act
nor Regulations justify this result, and common law principles
of agency point in the opposite direction, namely, in the
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direction of a finding that the Committee was not legally
liable for the actions of the promoter in this case. 1If

the Commission wishes to fashion a broad liability rule to
cover situations such as this, it should do so in the context
of a formal rulemaking, with notice and opportunity for comment
by all political committees. 1In any event, since the Committee
achieved voluntary compliance, this question need not be
addressed.

As the Committee has noted, neither the Act nor the
regulations addresses the question of a political committee's
liability for the unauthorized actions of another, and they
certainly do not suggest that such liability should be imposed
on a political committee, such as the Hart Committee, in
circumstances such as those surrounding this matter. 1In fact,
wherever the Act, the Regulations or FEC advisory opinions
treat the establishment of an agency relationship between
a political committee and any other person, they require
clear evidence of that agency arrangement in writing. OUnder §
432(e) of the Act, for example, candidates for federal office
may designate various "political committees®™, other than their
principal campaign committee, to act on their behalf in collecting
contributions and making expenditures, but the authorization to
act in the candidate's behalf must be in writing. The original
version of § 432(e) made it especially clear that this written
authorization was required to establish a principal-agency
relationship between the candidate and his "authorized®™ committee.
Specifically, that earlier version required that committees
acting on a candidate's behalf, bt without his/her written
authorization, provide a "notice®” which would state, inter
alia, that "the candidate is not responsible for the activities
of (the unauthorized committee]."™ It appears from the earliest
version of § 432(e), the substance of which (i.e., the need for
written authorization) has been retained in the current Act
amendments, that a committee lacking written authorization from
the candidate can not bind that candidate as his "agent". At
least in the case of a committee activity on behalf of the
candidate, the Act appears to require that the candidate
clearly authorize, in writing, the committee to take steps on
his behalf, and that, absent that writing, he assumes no
responsibility for the committee's unauthorized conduct.

Similarly, the FECA has required the establishment of
agency relationships through a clear writing in approving joint
fund raising arrangements. In any number of such arrangements,
political committees will band together for joint fund raising
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purposes, and will appoint one such committee as their "“agent"
for the purpose of collecting contributions, paying expenses,
and keeping appropriate records. The agency relationship with
this designated "agent”™ must be in writing. See, e.g., Advisory
Opinions 1977-14, 1977-61, and 1979-35. The same reguirement
i.e., for a written authorization, applies to joint fund

raising arrangements made with a non-political committee agent.
See Advisory Opinion 1979-6.

In two specific instances, therefore, where the Act
confers upon a political committee the authority to appoint
an “"agent®, it requires that evidence of this agency relationship
be set forth clearly in writing. No lesser standard should
apply to other instances, such as, for example, the case where,
as here, a person purports to act as an "agent" of a political
committee in promoting a fund raising concert. Here, again, if
the Committee is to assume responsibility for the acts of this
other person, it should be held to those acts only if it has
clearly, and in writing, authorized the agent to act on its
behalf. There is no such writing in this case to establish the
requisite, binding agency relationship. The Committee prepared
such a writing, attempted to negotiate its terms with the
promoter, but neither the Committee nor the promoter executed
the written agreement in any form prior to the unauthorized acts
in question. Nor, prior to the unauthorized acts in question,
had the promoter even reviewed the Committee's contract proposal
to determine whether it was acceptable. In the absence of any
agreement, much less a clear, written agreement, the promoter's
actions should not properly be held to bind the Committee in any
way.

Even if the Act and regulations did not suggest that
a written agreement was regquired to bind the Committee in
a principal-agent relationship with the promoter, the appli-
cation of common law principles of agency would require this
result. At common law, a binding principal-agent relationship
results from a "manifestation of consent by one person to
another that the other shall act on his behalf and subject to
his control ...." Restatement (Second) of Agency, §1, p.7. In
judging the "manifestation of consent," it is particularly
important to note that "[A] person is not an agent merely from
the fact that he believes he has been authorized to act as
agent for another or purports to act as such." Restatement,
§15, p.83. Instead, the person purporting to act as "agent”
must have reasonable grounds to believe that he had entered
into a true agency relationship with the principal. Seavey on
Agency, §21, p.37. Whether he has, in fact, done so must be
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judged from full facts and circumstances of his relationship
with the principal. Seavey on Agency, §21, p.37. In applying
these principles to concrete circumstances, courts have held
that the mere negotiation of a contract between two parties does
not confer authority upon one person to act as agent for
another, i.e., does not confer upon one person the reasonable
belief that he has been authorized to act for the other. Thus,
for example, in Morton L. Ackerman, Inc. v. Mohawk Cabinet
Company 318 N.Y.S. 2nd 799 (1971), the plaintiff sought to

claim various commissions allegedly owed him as defendant's
"factory representative." The defendant countered that, over

the period when the commissions allegedly accrued, plaintiff

was not authorized to act as the defendant's factory representa-
tive or "agent”. The two parties had negotiated a contract, a
copy of which had been forwarded by the defendant to the
plaintiff for the latter's review and signature. The plaintiff,
however, had never returned the contract with his signature.

The court held, in language which is certainly applicable to
this case, that

"[I]t is not disputed that plaintiff did
not return a signed copy of the proposed
agreement to defendant. So that, if the
circumstances were reversed, plaintiff
could not be held to such written

proposal which it had not signed.
Accordingly, it will be manifestly

unjust to hold defendant liable for

having submitted the written proposal
which was never a:sented to by plaintiff.”

On those grounds, inter alia, the court refused to
hold that defendant owed plaintiff commissions for a period
when the latter was acting without authority. See also Callahan
v. Prince Albert Pipe Company, 581 F.2d 314 (1978), where a
court similarly refused to hold that negotiation of a contract,
without a firm signing, constituted a genuine agreement between
the parties. Thus, in the present matter, the failure of the
promoter prior to his promotional activities to respond to
the Committee's contract proposal, and to clearly indicate his
assent in writing, relieves the Committee of any liability for
subsequent actions taken on its behalf without its clear
authority.

Accordingly, if the Commission sought to resolve this
qguestion on the agency issue alone, and to determine whether
the Committee should be held liable under the Act for the
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unauthorized acts of the promoter, the available authority
would clearly militate against a finding of liability. This
question need not, however, be addressed in the context of this
compliance matter. The guestion of when a political committee
should be held liable for the unauthorized act of another is a
question most appropriately addressed through a proper rulemaking
proceeding, with the availability to all Committees of notice
and opportunity to comment. A liability rule is not properly
fashioned in this compliance proceeding, and it need not be
addressed here, in any event, since the Committee has taken all
necessary actions to achieve full voluntary compliance, as set
forth in Section I1I.

IV Certain of the NRSC Allegations Have No Basis in
the Act or Requlations, or in Fact, and They May
be Summarily Set Aside

Finally, the Committee directs its attention to, and
urges the Commission to summarily dispose of, certain NRSC
allegations which have no foundation in the Act, the Regulations,
or in the facts of this matter. It is not uncommon, of course,
for election year complainants to draw together unsupported and
unsupportable allegations, but these may be and should be immediately
set aside.

Thus, the NRSC alleges, in subparagraph f. of
paragraph VI of its Complaint, that "(N)o information c¢n the
amcunt of the concert price that may be a tax credit (if any)
and what portion is entertainment as required by the Internal
Revenue (sic) is printed in the promotion or on the tickets.”
As the complainant no doubt knows, but chooses to disregard,
neither the Act nor Regulations impose any reguirement that
political committee include information about the tax credit
(pursuant to 26 USC § 41) in any promotional material or on
tickets. This allegation may be wholly disregarded.

Similarly groundless is the NRSC allegation in Section
VII about the Committee's tax liability under 26 USC §527, and
more specifically, its concern that the Committee have funds on
hand to pay this liability. Once again, whatever the basis for
this allegation (and none can be gleaned from the complaint),
it is not properly brought before the Commission, which does
not, of course, have the statutory authority to enforce the
Internal Revenue Code. The Comrission simply cannot, as the
complainant wishes, "impound" funds for use in paying any
tax liability under section 527 of the Code.
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In subparagraph g. of paragraph VI, the NRSC also
alleges that "payments for the use of the facilities are more
than nominal.” The NRSC allegation here is curious. It would
be, after all, the duty of the Committee to pay "more than
nominal® value, i.e., the full rental value, of any concert
facilities in order to avoid any "contribution in-kind" by the
facilities' owners. Yet the Committee finds itself, in this
paragraph, accused of having done the very thing that would have
been necessary to meet its obligations. Apart from the fact that
the Committee has, as stated previously, withdrawn from sponsorship
of the concert, and that it has not paid any fee for rental of
the concert facilities, this allegation is simply not rooted in
any concrete FECA requirements.

Finally, in subparagraph g. of paragraph VI, the NRSC
complaint alleges that "political funds have been commingled
with other persons funds without proper authority.” This
allegation, if it refers to any requirement under the Act, must
be addressed to § 102.15 of the Regulations, which prohibits
political committee funds from being commingled with the
personal funds of "officers, members or associates of the
committee.” The Committee denies this allegation, for at no
time have funds of the Committee been commingled with personal
funds of any of its officers or associates. The quarterly
reports duly filed by the Committee show precisely the source
of funds received by the Committee, and all such funds can be
seen to have been received from lawful sources only, and kept
separate in designated Committee depositories.

Accordingly, the foregoing allegations, lacking
any basis in the Act, the Reguiations, or in fact, should
be summarily set aside and disregarded by the FEC.

Conclusion

To the degree, therefore, that the NRSC complaint
makes substantive allegations about flaws in the concert
arrangements, the allegations cannot be basis for further FEC
action against the Committee. Other NRSC allegations, which
are certainly not substantive and lack any basis in law or
fact, also fail to justify additional FEC action.
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In light of the foregoing submission, it is the
Committee’'s belief that the file in this matter should be
promptly closed. We ask that the Commission give this matter
its earliest and most expeditious attention.

Vbry truly yours,

//// / )/2//(

Robert F. Bauer
Counsel to the Hart for
Senate Committee
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April 29, 1980

Charles Steele

General Counsel

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20006

Re: MUR 1203

&

ga 62u4v 0¢

Dear Sir:

I am the attorney representing the Hart for
Senate Campaign Committee and Senator Gary Hart in
the above-captioned matter. Attached you will find
my submission on behalf of the Committee, filed today,
in response to allegations made in the National

Republican Senatorial Committee's (NRSC) complaint
filed April 8, 1980.

S

Senator Hart fully concurs in, and joins in,
the Committee's submission.

I have been advised that Ms. Linda Ronstadt,

also named as a respondent in the NRSC complaint, will
be responding shortly through other counsel.

If you have any questions, I would be glad to
answer them.

Very ;ruly yours,

////}—// P A

Robert F. Bauer

RFB: ps

Attachment
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Charles N. Steele

General Counsel

Federal Election Commission
1325 K Street, N.W.
washington, DC

Dear Sir:

The Hart for Senate Campaign Committee (the "Committee")
responds hereby to the Federal Election Commission's ("FEC")
letter of April 11, 1980, which invites the Committee to demon-
strate that no action should be taken against it on the basis
of allegations set forth in the National Republican Senatorial
Committee's ("NRSC") complaint filed April 8, 1980.

The NRSC complaint alleges, inter alia, that the
Committee violated various provisions of the Federal Election
Campaign Act of 1971, as amended, in arranging, for fundraising
purposes, a concert to be given in Cedar Rapids, Iowa on April
21, 1980. For the reasons set forth below, none of the NRSC
allegations constitute a proper foundation for any FEC action
against the Committee, and the file in this matter should be
promptly closed.

Summary of the Committee Position

1. Certain NRSC allegations refer to flaws in the
advertising and recordkeeping arrangements for the concert.
Had the NRSC made inquiry, however, it would have discovered
that these flaws resulted from actions of a concert pro-
moter acting without the authority or knowledge of the
Committee. Moreover, upon inquiry, the NRSC would have learned
that, as soon as the Committee discovered the unauthorized acts
of the promoter, it took 2ll steps necessary to achieve voluntary
compliance. To achieve compliance, the Committee withdrew entirely
from sponsorship of the concert (which proceeded under other
sponsorship), received no proceeds from that concert, offered
refunds to any ticket purchasers upon request, and paid for
remedial advertising to correct any misunderstandings about the
concert and its purposes resulting from the promoter's unauthorized
acts.
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2. The other NRSC allegations of fact, even if they
proved to be true, would not constitute violations of law. They
should, therefore, be immediately dismissed from further con-
sideration. Thus, for example, the NRSC alleges failure by the
Committee to advise contributors of the available tax credit
under 26 USC § 41. Yet the Act nowhere requires notice by
political committees of this credit. Similar allegations,
fabricated for the purposes of the complaint, and without any
reference to the Act, are discussed below at Section II.

3. Even apart from the Committees successful efforts
to achieve voluntary compliance, it cannot be shown that the
Committee would be liable under the Act for the unauthorized
actions of another.

Prior to the unauthorized actions in question, the
Committee submitted to the promoter a carefully drawn proposed
contract -- a contract which, as drafted by the Committee,
contained detailed guidance on FECA compliance, and which re-
flected, therefore, full Committee awareness of the applicable
requirements. The proposed contract, however, had not been
reviewed by the promoter before the unauthorized acts were
performed, nor had it been agreed to or executed by either the
Committee or the promoter. In making faulty arrangements for the
concert, therefore, the promoter was acting without the authority
or the knowledge of the Committee.

The Act does not now, by its terms or as inter-
preted, impose liability on political committees for the
completely unauthorized acts of another under such circum-
stances. Whether the Act should do so is a question which
should be addressed in a separate rulemaking proceeding,
or by advisory opinion. It cannot fairly be addressed here,
and need not be reached since the Committee has rendered
the matter effectively moot by voluntary compliance.

I. Full Factual Background of this Matter

This matter has its origins in an offer by singer
Linda Ronstadt to perform a benefit rock concert for Senator
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Gary Hart of Colorado. News of this offer was communicated
to Harold Haddon, campaign manager of the Hart for Senate
Camaign Committee, in January 1980. (Affidavit of Harold A.
Haddon, attached). Mr. Haddon, in turn, informed the
Committee's Finance Director, Susan Smart, of the concert
proposal, and delegated to her responsibility for the
arrangements. (Affidavits of Hadden and Susan Smart.,)

The Committee's Preparations for the Concert

Ms. Smart's arrangements included, in the first
instance, a call to Ms. Ronstadt's manager, Mr. Peter Asher,
to confirm the concert proposal, and to advise him that the
Committee would work with Ms. Ronstadt and her associates
to ensure that the concert was arranged and conducted in a
manner consistent with all FECA requirements. Ms. Smart
supplemented this conversation with a confirming letter,
dated February 14, 1980, which restated the Hart Committee's
concern that the concert arrangements comply in all respects
with FECA requirements. (Affidavit of Smart.)

In early March, 1980, Ms. Smart was informed
by Ms. Ronstadt's manager that Ms. Ronstadt did not wish
to hold the concert in Denver, Colorado, but instead
in Cedar Rapids, Iowa on April 21, 1980. (Affidavit
of Smart.)

To ensure that the concert scheduled for Cedar
Rapids met all applicable FECA requirements, Ms. Smart
contacted Mr. James Hautzinger, the attorney who represented
the campaign and who has considerable experience in FECA
matters. Mr. Hautzinger agreed to assume responsibility
for negotiating contracts with Ms. Ronstadt, and with
Mr. Arthur Newberger, the promoter selected by Ms. Ronstadt's
manager to handle this concert. Mr. Hautzinger also undertook
to include, as part of the contract with Newberger, detailed
instructions on the FECA requirements applicable to all record-
keeping and promotional activity. In preparing these instruc-
tions, Mr. Hautzinger consulted with Mr. Gary Christian of the
FEC in an effort to cover all requirements as thoroughly as
possible. A copy of the memorandum setting forth these instructions
was forwarded on March 14 to both Mr. Newberger and Mr. Tom
Ross of International Creative Management, the agent for
Linda Ronstadt. (Affidavits of Smart and Mr. James Hautzinger.)




Charles N. Steele
April 29, 1980
Page Four

In addition to the written instructions, Mr. Hautzinger
and Mr. Al Cohen, an accountant volunteering his services to the
Committee, stressed to Mr. Newberger in various telephone conver-
sations the need to follow the Committee's instructions on
compliance with the FECA. In particular, Mr. Newberger states in
his attached affidavit that he had “"several conversations, by
phone, with the accountant and the attorney for the Hart campaign®,
and that in these conversations, he was "advised...that the
promotional and recordkeeping aspects of the concert would have
to be in accordance with federal election laws and regulations.”
Moreover, Mr. Newberger states, he was advised that additional
details on these FECA obligations would be made available along
with the proposed contract. (Affidavits of Mr. Al Cohen, Mr.
Arthur Newberger and Hautzinger as part of the proposed contract.

As the affidavit from Mr. Cohen establishes, the
telephone conversations held with Mr. Newberger included specific
advice from Mr. Cohen about the requirement that conspicuous
authorization notices appear in all advertising for the concert.
Mr. Cohen further states that he believed Mr. Newberger “agreed
to review and abide by"™ the written instructions on FECA compliance
prepared by Mr. Hautzinger. (Affidavit of Cohen.)

The Promoter's Activities Were Undertaken
Without the Committee's Authorization

As stated previously, Mr. Hautzinger prepared, and
forwarded to Mr. Newberger, a contract setting forth, inter alia,
the promoter's obligations to comply with FECA recordkeeping and
promotional requirements. Mr. Newberger did not await the
arrival of the contract, and instead proceeded to place advertise-
ments for the concert and to sell tickets for it. Prior to
undertaking these activities in promotion of the concert, Mr.
Newberger had neither read nor executed the contract, nor had he
reviewed the set of written instructions on FECA compliance
which were part of that contract. (Affidavit of Newberger.})

On March 25, 1980, Ms. Susan Smart learned from
a report of the Des Moines Register that concert ticket sales and
promotion had commenced. Ms. Smart was unaware that contractual
arrangements between the Hart Committee and Mr. Newberger had not
been completed. Moreover, she did not know anything at that time
about the content of the promoter's advertising for the concert.
(Affidavit of Smart.)
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On March 29, 1980, Ms. Smart advised Mr. Haddon
that concert arrangements had apparently begun. Mr. Haddon
instructed Ms. Smart to determine the nature of the advertise-
ments for the concert, and specifically, the adequacy of the
public notice of the political nature of the concert. (Affidavit
of Hadden.)

Response of the Committee to the Promoter's
Unauthorized Acts

On March 31, 1980, on the basis of information he
received, Mr. Haddon contacted Mr. Newberger by telephone, &and
expressed concern about his handling of concert arrangements
without authorization and without reference to any of the Committee's
instructions. Mr. Haddon learned from Mr. Newberger that the
latter had not reviewed or executed the draft contract including
the memorandum prepared by Mr. Hautzinger, which had been forwarded
to him by the Committee.*/ Mr. Haddon inquired into the record-
keeping for the concert, and was told by Mr. Newberger that no
records had been kept but that copies of all checks received
could be made and used for recordkeeping purposes. Mr. Haddon
then stated that he wanted four steps immediately taken to ensure
adequate public notice of the political nature of the concert:

l. New radio ads clearly stating the
authorization of the Hart Committee, and the
sponsorship by that Committee of the concert.
The Hart Committee paid for these ads, which
ran from April 2-April 7.

2. Sponsorship notices on the electronic
marquee outside and inside the Hall where
the concert would be held.

3. Posters around the ticket sales outlet

to advise ticket-purchasers and concert-goers,
once again, that the concert was being held for
the benefit of Gary Hart.

¥/7°It was only after this conversation, and long after the

T unauthorized acts at issue in this matter, that Mr. Newberger
reviewed and executed the Committee's draft contract. The
signed contract arrived in Mr. Hautzinger's office on
April 4, 1980, but was never executed by the Committee
which decided, the next day, to terminate its sponsorship
of the concert. (Affidavit of Hautzinger.)
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4. A public statement that refunds would be made to
anyone upon request.

All of these steps were taken by April 2. (Affidavit of
Smart; see also photographs of 1) concert hall marquees with
the Committee sponsorship notices, and 2) ticket sales outlet
with posters also proclaiming the Committee sponsorship.)

On April 3, 1980, Ms. Smart checked with the ticket
manager at the sales outlet about the recordkeeping procedures.
In their conversations, Ms. Smart learned that while copies of
checks had been made, there were no records of cash purchases.
The manager of the sales outlet stated that, in order to obtain
necessary information about cash purchases, disclosure forms
would be handed to concert-goers the night of the concert on
April 21, (Affidavit of Smart.) Mr. Haddon was informed by Ms.
Smart of this situation, and he called Mr. Newberger, who confirmed
this state of affairs. (Affidavit of Haddon.) Mr. Haddon also
told Ms. Smart that, owing to this and other problems with the
concert arrangements, it appeared advisable that the Hart
Committee cancel its participation in the concert. (Affidavit
of Smart.) Mr. Haddon made a similar representation to the press
on the next day, in response to charges about the concert made
by one of the candidates for the Republican Senate nomination.
In particular, Haddon stated that if the FEC did not find the
remedial measures contemplated by the Hart Committee to be
sufficient, the Committee would not maintain its sponsorship of
the event. For this purpose, an advisory opinion request
to the FEC was prepared and sent to the FEC by Mr. Haddon.
(Affidavit of Haddon.)

On April 5, 1980, a meeting between Mr. Haddon,
Ms. Smart, the Committee Treasurer Mike Moore, and Mr.
Hautzinger was held to determine the most appropriate
course of action. It was decided that the remedial actions
taken to date, or still to be taken (as in the case of the
recordkeeping), would not be sufficient to restore the concert
arrangements to completely satisfactory order. The decision
was made, therefore, to terminate Hart Committee sponsorship
of the concert. (Affidavit of Haddon, Hautzinger and Smart.)

Mr. Haddon informed Mr. Newberger of this decision
on Monday, April 7, 1980. Mr. Newberger stated that he
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would announce this decision to the press, and an article

on the decision did appear in the Cedar Rapids Gazette on April
7, 1980, Mr. Newberger also assured Mr. Haddon that refunds
would be made to any ticket purchaser upon request. (Affidavits
of Haddon and Newberger.)

On April 8, 1980, following the publicized decision by
the Committee to withdraw from sponsorship of the concert, the
NRSC filed the complaint setting forth the allegations at issue
here.

On the night of the concert, April 21, 1980, a represen-
tative of the Hart Committee, Mr. Jay Kenney, stood with Mr.
Newberger at the ticket sales outlet to honor any refund requests
that would be made. When the outlet closed, Mr. Kenney also
proceeded to the entrance door, where he stayed, for this same
purpose of making refunds, until the commencement of the concert.
A total of $229.50 in refunds were made.

II Immediately upon Learning of Irregularities in the
Recordkeeping and Advertising for the Concert, the
Committee took all Steps Necessary to Achieve
Voluntary Compliance.

As the Committee has discussed at length in section I,
and as it will have further occassion to address in the following
section, recordkeeping and advertising flaws in the concert
arrangements were the responsibility of a promoter acting without
the Committee's knowledge or authority and in violation of its
instructions concerning compliance with the Act and the regulations.*/

37 These alleged recordkeeping and advertising flaws constitute
the bulk of the NRSC allegations against the Committee,
and the following sections of this letter (sections III and
IV) present the Committee's response to those allegations as
they may be found in subparagraphs a., b., c., d. and e. of
Section VI of the NRSC Complaint. 1In addition, the material
that follows covers one additional allegation of the NRSC--that
someone other than the Committee, i.e. the promoter, advanced
the promotional costs for the concerts and thereby made a
contribution to the Committee. See subparagraph g. of
Section VI. Since the promoter, in spending funds for promotion,
was acting without the authority of the Committee, and since
the Committee subsequently withdrew from sponsorship of the
concert and received no proceeds from it, the monies spent by
the promoter in advertising the concert cannot properly be
viewed as a "contribution" to the committee.




Charles N. Steele
April 29, 1980
Page Eight

Immediately upon learning of these errors, the Committee did
everything within its power to remedy the problem, and in so

doing, achieved the highest level of voluntary compliance. Under
its authority to "encourage" voluntary compliance, the Commission
should refuse to proceed further with enforcement proceedings in
this matter, since such proceedings would not add to the effective-
ness of the Committee's own actions, and would seriously detract
from the Commission’'s and the statute's emphasis on fully voluntary
compliance.

In brief review, the Committee carefully prepared
a contract with the promoter, with particular emphasis on
FECA requirements, but the contract was not reviewed or executed
by the promoter prior to the unauthorized acts in question.
Upon learning of these unauthorized acts, the Committee took
immediate and effective action to remedy the errors committed
by the promoter. 1In response to print advertisements carrying
very small authorization notices, and to radio advertisements and
tickets without such notices, the Committee paid for new advertise-
ments making unmistakably clear the Committee's sponsorship of
the event. It also asked that posters be placed near the ticket
outlet to advise concert goers of the Hart Committee sponsorship,
and that similar sponsorship notices be posted on the electronic
marguee in and outside the concert hall. The promoter also
agreed, at the Committee's regquest, to offer refunds to anyone
who had been misled by the concert's previous advertising, and
who wanted their money returned. All of these steps were taken
within days of the Committee's disc«:very that the promoter,
acting without authority, had disregarded applicable requirements.
When, in addition, the Committee discovered that his record-
keeping had also been wholly inadequate, it determined immediately
that it should withdraw from sponsorship of the event, and that
it should not accept any proceeds from that event.

Under § 307 of the Act, the Commission is specifically
empowered "... to encourage voluntary compliance...."” The
Commission has not taken the position--and consistent with
the statute, should not--that each error or set of errors
committed by candidates or committees must be rectified through
the formal enforcement process. As the Committee will discuss
in the following section, it is not at all clear that, in this
case, the Act would even impose liability on the Committee for
the unauthorized acts of the promoter. Nevertheless, if the
Act argquably would impose liability in this situation, the
Committee has done everything within its power -- prior to the
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filing of the NRSC complaint and prior to the Commission's
notification -- to achieve full compliance. Under these circum-
stances, no purpose would be served, and the statutory emphasis
on voluntary compliance would be disserved, by further enforcement
proceedings against the Committee.

In the past, the Commission has abandoned an enforce-
ment action in its early stages upon discovering that the
committee in question had, prior to FEC notification, identified
the problem and taken the steps necessary to achieve compliance.
Thus, in MUR 697, the Commission, upon complaint, investigated
and found “"reason to believe®™ that a violation occurred when a
political committee accepted contributions from persons who were
apparently "foreign nationals.” 1In response, the Committee
apprised the Commission that it had already determined, on its
own, that 2 of the 6 contributors were foreign nationals, and
that it had previously refunded these contributions. Moreover,
the Committee had previously made efforts to determine the
identity of the remaining four contributors, but these efforts
had been without success. The Committee then agreed to refund
the four remaining contributions to remove any question. 1In
response, the General Counsel concluded that "In light of the
fact that two of the contributions were refunded prior to Commission
notification and the other contributions were refunded....we
think no further action should be taken." (emphasis supplied)
The General Counsel's recommendations were accepted by the
Commission.

A number of Advisory Opinions issued by the FEC
have also emphasized voiuntary compliance in the resolution
of particular problems. For example, in Advisory Opinion
1976-110, the principal campaign committee of a Congressional
candidate had accepted a contribution from a non-federal political
commi ttee account containing corporate funds. The FEC determined
that the candidate should return the contribution "to avoid" a
violation of the § 441a prohibition against the receipt of
corporate contributions. 1In short, if the check were returned,
voluntary compliance would have been achieved and no formal
proceedings to enforce the Act would have been necessary.
Similar dispositions through voluntary compliance may be found in
Advisory Opinions 1977-9 (funds transferred to undesignated
depository) and 1977-65 (contributions received from account
containing unlawful funds).

It is, of course, not true that, in every instance,
failure by a Committee to comply with the Act or Regulations
can be remedied by "voluntary" compliance. In a Notice to
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candidates and committees, the FEC announced that it would

no longer deem "voluntary compliance® to have occurred on

each and every occasion that a Committee refunded an illegal
corporate contribution. 1Instead, the FEC stated, it would
impose on Committees a more exacting duty to screen suspect
contributions, and inadvertent receipt of illegal corporate
funds would, "in appropriate circumstances,” be subject to
formal enforcement action, regardless of any subsequent refund.
As this Notice suggests, the question of whether "voluntary
compliance®™ has been achieved varies with the "circumstances" of
the particular case. If the FEC finds that a Committee acted
reasonably, and in good faith, under the circumstances, a finding
of "voluntary compliance®™ would be appropriate and consistent
with the statutory emphasis on such compliance in §307.

The circumstances of this matter strongly support an
FEC finding that the Committee, if it would be liable at all for
the unauthorized acts of the promoter, achieved voluntary
compliance. The Committee made every reasonable effort to
prepare for the April 21 concert in a manner consistent with
FECA requirements. As soon as the Committee learned of the
promoter's unauthorized acts, it took all conceivable remedial
steps. When it became apparent that, owing to the complete
absence of adeguate recordkeeping procedures, no remedial
action would have been sufficient or effective, the Committee
cancelled its participation in the concert and made refunds
available to any ticket purchaser on request. Nothing more could
be done by the Committee in these circumstances to more convincingly
establish its good faith and its desire to comply in all iespects
with applicable FECA reguirements.

III The Act and Requlations Do Not Impose Liability on
Political Committees, such as the Hart Committee, for
the Unauthorized Acts of Another Under These Circum-
stances

The allegations of the NRSC complaint revolve around
actions of a person other than the Committee, a person who took
these actions without the authority or knowledge of the Committee.
In order for the Committee to be found liable, it must first be
held that it was bound by these unauthorized acts, i.e., that,
for the purposes of the Act, the promoter was the "agent®™ of the
Committee, in making the faulty concert arrangements, and that
the Committee, as principal, is liable. Yet neither the Act
nor Regqulations justify this result, and common law principles
of agency point in the opposite direction, namely, in the
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direction of a finding that the Committee was not legally
liable for the actions of the promoter in this case. If

the Commission wishes to fashion a broad liability rule to
cover situations such as this, it should do so in the context
of a formal rulemaking, with notice and opportunity for comment
by all political committees. In any event, since the Committee
achieved voluntary compliance, this question need not be
addressed.

As the Committee has noted, neither the Act nor the
regulations addresses the question of a political committee's
liability for the unauthorized actions of another, and they
certainly do not suggest that such liability should be imposed
on a political committee, such as the Hart Committee, in
circumstances such as those surrounding this matter. In fact,
wherever the Act, the Regulations or FEC advisory opinions
treat the establishment of an agency relationship between
a political committee and any other person, they require
clear evidence of that agency arrangement in writing. Under §
432(e) of the Act, for example, candidates for federal office
may designate various "political committees®™, other than their
principal campaign committee, to act on their behalf in collecting
contributions and making expenditures, but the authorization to
act in the candidate's behalf must be in writing. The original
version of § 432(e) made it especially clear that this written
authorization was required to establish a principal-agency
relationship between the candidate and his "authorized" committee.
Specifically, that earlier version required that committees
acting on a candidate's behalf, but without his/her written
authorization, provide a "notice” which woulé state, inter
alia, that "the candidate is not responsible for the activities
of [the unauthorized committee).” It appears from the earliest
version of § 432(e), the substance of which (i.e., the need for
written authorization) has been retained in the current Act
amendments, that a committee lacking written authorization from
the candidate can not bind that candidate as his "agent". At
least in the case of a committee activity on behalf of the
candidate, the Act appears to reguire that the candidate
clearly authorize, in writing, the committee to take steps on
his behalf, and that, absent that writing, he assumes no
responsibility for the committee's unauthorized conduct.

Similarly, the FECA has required the establishment of
agency relationships through a clear writing in approving joint
fund raising arrangements. In any number of such arrangements,
political committees will band together for joint fund raising
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purposes, and will appoint one such committee as their “agent"
for the purpose of collecting contributions, paying expenses,
and keeping appropriate records. The agency relationship with
this designated "agent” must be in writing. See, e.g., Advisory
Opinions 1977-14, 1977-61, and 1979-35. The same requirement
i.e., for a written authorization, applies to joint fund

raising arrangements made with a non-political committee agent.
See Advisory Opinion 1979-6.

In two specific instances, therefore, where the Act
confers upon a political committee the authority to appoint
an "agent", it requires that evidence of this agency relationship
be set forth clearly in writing. No lesser standard should
apply to other instances, such as, for example, the case where,
as here, a person purports to act as an "agent®™ of a political
committee in promoting a fund raising concert. Here, again, if
the Committee is to assume responsibility for the acts of this
other person, it should be held to those acts only if it has
clearly, and in writing, authorized the agent to act on its
behalf. There is no such writing in this case to establish the
requisite, binding agency relationship. The Committee prepared
such a writing, attempted to negotiate its terms with the
promoter, but neither the Committee nor the promoter executed
the written agreement in any form prior to the unauthorized acts
in question. Nor, prior to the unauthorized acts in question,
had the promoter even reviewed the Committee's contract proposal
to determine whether it was acceptable. In the absence of any
agreement, much less a clear, written agreement, the promoter's
actions should not properly be held to bind the Committee in any
way.

Even if the Act and requlations d4id not suggest that
a written agreement was required to bind the Committee in
a principal-agent relationship with the promoter, the appli-
cation of common law principles of agency would require this
result. At common law, a binding principal-agent relationship
results from a "manifestation of consent by one person to
another that the other shall act on his behalf and subject to
his control ...." Restatement (Second) of Agency, §1, p.7. 1In
judging the "manifestation of consent,” it is particularly
important to note that "[A] person is not an agent merely from
the fact that he believes he has been authorized to act as
agent for another or purports to act as such."™ Restatement,
§15, p.83. 1Instead, the person purporting to act as "agent"
must have reasonable grounds to believe that he had entered
into a true agency relationship with the principal. Seavey on
Agency, §21, p.37. Whether he has, in fact, done so must be
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judged from full facts and circumstances of his relationship
with the principal. Seavey on Agency, §21, p.37. 1In applying
these principles to concrete circumstances, courts have held
that the mere negotiation of a contract between two parties does
not confer authority upon one person to act as agent for
another, i.e., does not confer upon one person the reasonable
belief that he has been authorized to act for the other. Thus,
for example, in Morton L. Ackerman, Inc. v. Mohawk Cabinet
Comganx 318 N.Y.S. 2nd 799 (1971), the plaintiff sought to

claim various commissions allegedly owed him as defendant's
"factory representative.” The defendant countered that, over

the period when the commissions allegedly accrued, plaintiff

was not authorized to act as the defendant's factory representa-
tive or "agent®". The two parties had negotiated a contract, a
copy of which had been forwarded by the defendant to the
plaintiff for the latter's review and signature. The plaintiff,
however, had never returned the contract with his signature.

The court held, in language which is certainly applicable to
this case, that

"[I]t is not disputed that plaintiff did
not return a signed copy of the proposed
agreement to defendant. So that, if the
circumstances were reversed, plaintiff
could not be held to such written

proposal which it had not signed.
Accordingly, it will be manifestly

unjust to hold defendant liable for

having submitted the written proposal
which was never assented to by plaintiff.”

On those grounds, inter alia, the court refused to
hold that defendant owed plaintiff commissions for a period
when the latter was acting without authority. See also Callahan
v. Prince Albert Pipe Company, 581 F.2d 314 (1978), where a
court similarly refused to hold that negotiation of a contract,
without a firm signing, constituted a genuine agreement between
the parties. Thus, in the present matter, the failure of the
promoter prior to his promotional activities to respond to
the Committee's contract proposal, and to clearly indicate his
assent in writing, relieves the Committee of any liability for
subsequent actions taken on its behalf without its clear
authority.

Accordingly, if the Commission sought to resolve this
question on the agency issue alone, and to determine whether
the Committee should be held liable under the Act for the
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unauthorized acts of the promoter, the available authority
would clearly militate against a finding of liability. This
question need not, however, be addressed in the context of this
compliance matter. The question of when a political committee
should be held liable for the unauthorized act of another is a
question most appropriately addressed through a proper rulemaking
proceeding, with the availability to all Committees of notice
and opportunity to comment. A liability rule is not properly
fashioned in this compliance proceeding, and it need not be
addressed here, in any event, since the Committee has taken all
necessary actions to achieve full voluntary compliance, as set
forth in Section III.

IV Certain of the NRSC Allegatlons Have No Basis in
the Act or Requlations, or in Fact, and They May
be Summarily Set Aside

Finally, the Committee directs it attention to, and
urges the Commission to summarily dispose of, certain NRSC
allegations which have no foundation in the Act, the Regulations,
or in the facts of this matter. It is not uncommon, of course,
for election year complainants to draw together unsupported and
unsupportable allegations, but these may be and should be immediately
set aside.

Thus, the NRSC alleges, in subparagraph f. of
paragraph VI of its Complaint, that "(N)o information on the
amount of the concert price that may be a tax credit (if any)
and what portion is entertainment as required by the Internal
Revenue (sic) is printed in the promotion or on the tickets.”
As the complainant no doubt knows, but chooses to disregard,
neither the Act nor Regulations impose any requirement that
political committee include information about the tax credit
({pursuant to 26 USC § 41) in any promotional material or on
tickets. This allegation may be wholly disregarded.

Similarly groundless is the NRSC allegation in Section
VII about the Committee's tax liability under 26 USC §527, and
more specifically, its concern that the Committee have funds on
hand to pay this liability. Once again, whatever the basis for
this allegation (and none can be gleaned from the complaint),
it is not properly brought before the Commission, which does
not, of course, have the statutory authority to enforce the
Internal Revenue Code. The Commission simply cannot, as the
complainant wishes, "impound"™ funds for use in paying any
tax liability under section 527 of the Code.
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In subparagraph g. of paragraph VI, the NRSC also
alleges that "payments for the use of the facilities are more
than nominal.”™ The NRSC allegation here is curious. It would
be, after all, the duty of the Committee to pay "more than
nominal®™ value, i.e., the full rental value, of any concert
facilities in order to avoid any "contribution in-kind" by the
facilities' owners. Yet the Committee finds itself, in this
paragraph, accused of having done the very thing that would have
been necessary to meet its obligations. Apart from the fact that
the Committee has, as stated previously, withdrawn from sponsorship
of the concert, and that it has not paid any fee for rental of
the concert facilities, this allegation is simply not rooted in
any concrete FECA requirements.

Finally, in subparagraph g. of paragraph VI, the NRSC
complaint alleges that "political funds have been commingled
with other persons funds without proper authority." This
allegation, if it refers to any requirement under the Act, must
be addressed to § 102.15 of the Regulations, which prohibits
political committee funds from being commingled with the
personal funds of "officers, members or associates of the
committee.” The Committee denies this allegation, for at no
time have funds of the Committee been commingled with personal
funds of any of its officers or associates. The quarterly
reports duly filed by the Committee show precisely the source
of funds received by the Committee, and all such funds can be
seen to have been received from lawful sources only, and kept
separate in designated Committee depositories.

Accordingly, the foregoing allegations, lacking
any basis in the Act, the Regulations, or in fact, should
be summarily set aside and disregarded by the FEC.

Conclusion

To the degree, therefore, that the NRSC complaint
makes substantive allegations about flaws in the concert
arrangements, the allegations cannot be basis for further FEC
action against the Committee. Other NRSC allegations, which
are certainly not substantive and lack any basis in law or
fact, also fail to justify additional FEC action.
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In light of the foregoing submission, it is the
Committee's belief that the file in this matter should be
promptly closed. We ask that the Commission give this matter
its earliest and most expeditious attention.

NVeryytruly yours,

Robert F. Bauer
Counsel to the Hart for
Senate Commi ttee




AFFIDAVIT OF HAROLD A. HADDON

My name is Harold A. Haddon and I serve as the campaign
manager for the Hart for Senate Campaign Committee, Inc. I am
unpaid and work for the campaign on a part time basis as of this
date.

My knowledge of and involvement in the Linda Rénstadt
concert scheduled for Cedar Rapids, Iowa, on April 21, 1980, is
as follows:

1. Sometime in January of 1980, I was advised that
Linda Ronstadt had offerred to perform a benefit concert for
Senator Hart. I presumed that this concert would take place in
Denver, Colorado, and I instructed our Finance Director, Susan
Smart, to supervise this concert and make arrangements for a
concert hall in Denver.

2. Ms. Smart periodically informed me of progress
toward the goal of holding this concert. I was advised that
James E. Hautzinger, an experienced attorney familiar with fed-
eral election laws, was overseeing the legal aspects of the
campaign and was negotiating directly with the promoter and
Ms. Ronstadt's agent on contractual and compliance matters.

3. In early March of 1980, Ms. Smart advised me that
Ms. Ronstadt did not wish to hold the concert in Denver and

wanted, instead, to hold the benefit in Cedar Rapids, Iowa. I
instructed her to make sure that Mr. Hautzinger was satisfied
that all arrangements were legal.

4. I heard nothing further about legal arrangements
for this concert until approximately Saturday, March 29, 1980,
when Ms. Smart advised me that promotions and ticket sales were
underway in Cedar Rapids. I advised her to determine what pro-
motional statements were being made to advise the public of the
political nature of the event and to report her findings to me.

5. On Monday, March 31, 1980, Ms. Smart and I had
several telephone conversations with the promoter of the event,
Arthur Newberger. Mr. Newberger told me, during these con-
versations, that he had not previously seen Mr. Hautzinger's
letter of March 14, 1980, or Mr. Hautzinger's instructions on
compliance with federal election law. Mr. Newberger stated
that he had not previously seen this correspondence because he
had been travelling. He further advised me that he had not
executed or sent to the Committee a contract between his com-
pany and the Committee for promotion of the event. I advised
him to mail the contracts immediately and, in addition, to take
immediate action to insure that the public was fully informed
concerning the political nature of the event. 1 directed him,
with Ms. Smart's oversight, to do four things immediately:




(1) run radio ads clearly stating the Hart committee sponsorship;
(2) put up explicit posters around the sole ticket sales outlet
in Cedar Rapids, explaining the sponsorship; (3) place the spon-
sorship on the electronic marquee outside and inside the hall,
which is also the site where the tickets are sold, and (4) pub-
licly state that refunds would be given to anyone who asked prior
to the concert. Mr. Newberger agreed to do these things provided
that I paid for the radio ads ($1,000.00). I agreed to pay for
the ads.

During this series of calls, I also asked Mr. Newberger
about recordkeeping. He said that no records were kept but that
the sales outlet had the original checks, which they would copy
for us. I requested these copies immediately but I have not,
to date, received them. ‘

6. On Tuesday, April 1, the marquee was changed to
state: '"Linda Ronstadt Concert Is A Benefit For Colorado Senator
Gary Hart." I confirmed this in two ways: The Five Seasons
concert hall manager stated that it was up, and my wife's parents
(Mr. and Mrs. Lawrence Reading), who live in Cedar Rapids, drove
by that evening and observed it. 1 obtained photos of the mar-
quee from Mr. Reading.

7. On Wednesday, April 2, I confirmed the existence
of the radio ads by having them played to us, by telephone, by
the radio stations, and we taped the ads. On April 2, the posters
were also placed around the auditorium.

8. On Thursday, April 3, Ms. Smart learned from the
Five Seasons people that no record of ticket purchases was kept.
Mr. Newberger, in a telephone conversation, then told me that
he intended to rectify this by getting written information at
the door the night of the concert. On this date, I saw for the
first time the newspaper ad which had run and noted the very
small disclaimer. I attempted to contact Jim Hautzinger, our
attorney, but he was out of town.

9. On Friday, April 4, campaign opponent Howard ''Bo"

Callaway held a Denver press conference to publicize his charges
against the concert. My response to the press was to state that
we would ask the FEC for an advisory opinion on the legality of
the concert promotion and, if the FEC opined negatively, I would
not accept the concert proceeds. On that day, I drafted a letter
to the FEC asking for an advisory opinion on numerous questions
relating to both this and future concerts.

10. On Saturday, April 5, I met with Jim Hautzinger,
Susan Smart, and our treasurer, CPA Mike Moore, to discuss the
situation. We concluded that the recordkeeping was insufficient
and probably could not be satisfactorily reconstructed as Mr.
Newberger had suggested.




We therefore decided to cancel our sponsorship of the concert
and determined not to execute the contracts which we had, that
day, received in the mail.

11. On Monday, April 7, I told Mr. Newberger by phone
(with a confirming letter of the same date) that we would not
sponsor the concert or accept any of the proceeds. He expressed
regret and said he would announce this action to the Cedar Rapids
press that day. An article ran in the Cedar Rapids Gazette that
day stating that the Hart campaign had determined not to sponsor
the event. Mr. Newberger assured me that he would still give
refunds if requested.

12. On April 8, the complaint at issue in this proceeding
was filed.

13. The Hart campaign has not received any of the pro-
ceeds from this concert. The Committee has incurred approximately
$1500 in expenses for this concert and has not been directly or
indirectly reimbursed for these expenses.

gk\& R g (a\u 3 —

Harold A. Haddon

City and County of Denver )Ss
State of Colorado ) i

Subscribed and sworn to this<;k3r2{day of April, 1980.
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Not}ry Public




AFFIDAVIT OF SUSAN SMART

1 am the Finance Director for the Hart for Senate
Campaign Committee, Inc. I participated in the arrangements for
the Linda Ronstadt concert which was scheduled to be a benefit
for the Hart campaign. My knowledge of the events leading to
this concert is as follows:

l. Sometime in January of 1980, I was advised by
Harold Haddon, the campaign manager, that Ms. Ronstadt wished
to do a benefit concert for the Hart campaign. Mr. Haddon advised
me that the concert would be in Denver and that I should make
preliminary inquiries into the availability of a concert hall in
Denver. I proceeded to do so.

2. Thereafter, in early February, I telephoned the
office of Peter Asher, Ms. Ronstadt's manager, to inquire about
concert arrangements. I spoke to Mr. Asher's assistant, Gloria,
who told me that the concert would be a part of Ms. Ronstadt's
spring tour and that Mr. Asher would handle promotion of the
event. During that conversation, and by confirming letter (a
copy of which is attached), I advised the manager that the cam-
paign needed to be involved in the FEC compliance aspects of the
event.

3. In early March of 1980, I was advised by Mr. Asher's
office that the concert tour would not be coming to Denver and
that Ms. Ronstadt wished to hold the benefit in Cedar Rapids,
Iowa, on April 21.

4, To insure that all aspects of the proposed concert
were legal, I referred the matter of FEC compliance and contrac-
tual negotiation to James Hautzinger, an attorney representing
the campaign. Mr. Hautzinger gave me periodic updates concerning
his conversations with the agent and the promoter, Arthur Newberger,
I presumed that all of the details were being handled properly by the
promoter in compliance with Mr. Hautzinger's legal instructions.

5. On March 25, without advance notice to the campaign
or myself, promotion and ticket sales were commenced in Cedar
Rapids, Iowa, relating to the concert. I first learned of these
promotions and sales through a telephone call from a reporter
from the Des Moines Register, and I believe that I received this
call on March 26, 1980. I advised this reporter of the political
nature of the concert. I was not aware, at this time, either of
the content of the advertisments or the fact that contractual
arrangements between the committee and the promoter had not been
completed.




6. On March 29, 1980, I received a copy of the news
article which ran in the March 26, 1980, Des Moines Register
and gave it to the campaign manager, Mr. Haddon. Thereafter, on
March 31, after talking by phone with Mr. Newberger, Mr. Haddon
directed me to take several steps to insure that the public was
fully aware of the political nature of the concert. These steps
included the following: (1) placing radio advertisments clearly
stating the political nature of the event; (2) placing posters
around the ticket sales outlet at the concert hall, the Five
Seasons Center (this is the only ticket sale outlet for the con-
cert); (3) placing a sponsorship statement on the electronic mar-
quee outside and inside the hall, and (4) insuring that the public
was informed that anyone desiring a refund could obtain one prior
to the concert.

7. 1 took charge of taking the remedial action described
in paragraph 6, above, and I confirmed that all of these actions
were taken on or before April 2, 1980. The radio ads played until
April 7, 1980, and the posters and marquees stated the political
nature of the event as well.

8. On April 3, 1980, I conferred with the manager of
ticket sales outlet concerning the records which were kept of
ticket sales. He advised me that he had copies of checks which
were accepted but that no record was kept of cash purchases. He
further advised that this recordkeeping omission would be rec-
tified by obtaining written information from all persons who
attended the concert, by handing out disclosure forms to all per-
sons at the entrance doors on April 21. I reported this to Mr.
Haddon on April 3, and he advised me that because of the problems
which had already been encountered, he was inclined to cancel
the Committee's sponsorship of the concert if our attorney con-
curred.

9. On April 5, 1980, I met with Mr. Haddon, the attor-
ney (Mr. Hautzinger) and the campaign treasurer, Michael Moore.
At that meeting, we decided to cancel the Committee's sponsorship
of the event, accept no proceeds from the concert and refuse to
execute the contracts which had that day been received from the
promoter and the agent.

10. No monies or proceeds from this concert were re-

ceived by the Hart Committee. The Committee spent approximately
$1500 in expenses on this event, which were not and will not be

reimbursed from any source.
’ Susan émart

City and County of Denver )S
State of Colorado )

~ A
Subscribed and sworn to this X' day of April, 1980.
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Tebraary 14,

M, Poter Asher
f4s i, Nohery Street
Lne nanales, California 20069

N GYoriA
Dear Petcr and Tloréans

I an writire to vou reqardiny the Linca Ponstadt concert
to he sivosn on hehalf of Colorado Scnator Gary liart, Ue
+aat to avois anylloaal tanales with the Teleral Sloction
Coimigsion (PRC) &Rd we wavld thosafore like €0 sollicit
vour advier on geoneral questions:

1} In order to insure that the el ef
for. "mass collectinys ars met, the

to he fornally sponsored hy th. Iart for .nate
Cavaiin Conmitten, T don't want to involve
ourselves in your bhuciness =- the actual promo-
ticn cf the cvent == =0 v need to devisre sone sort
sort of forxal arrenyenicnt by which the co -

paisgn sponsors the ovent but you actnuclly run

it. What 4c you suyaest?

e are willing to ascist in payine for any
advertising tiiat necis to ha Adone to insure thea
there is 2 manirum tvrnout, To do s, we noed
to be 1% touch with whasicver is pro:cting the
cvent here in Denver, Pleasc adviese us of this
sC0 that wc can condense ovr efforte,

If a téclct-sellira orjanization (such as Sédcct-
a=Seat) 1is to be enganod, they nust Lo agqents of
our carpalin comurittee and the tickets necd teo
show that the Hart campalgn is sponsoring the
event, Can you makc these arranaenents, or should
we? .




4) ¢carn we help in workint up the concert budnet
and assist with cost items such as security,
afvertising, etc??

ary thonte {or your tremendous 1lift to fRary lart's cempaion,
e 100N fertvars to vorkins with you,

Tery truly vours,




AFFIDAVIT OF AL COHEN

I am a Certified Public Accountant engaged in the pri-
vate practice of accountancy. I have had considerable experience
in the accounting and financial aspects of commercial concert
promotions. I volunteered my services to the Hart campaign for
purposes of insuring that the Linda Ronstadt concert in Cedar Rapids,
Iowa, was conducted in compliance with federal election law re-
quirements. In that capacity, and on behalf of the Committee, I
made, in early March of 1980, several inquiries with acquaintances
of mine in the concert business concerning the professional repu-
tation of the promoter, Arthur Newberger. 11 ascertained that he
was an able and reputable promoter, and I so advised Susan Smart,
the campaign Finance Director, and James Hautzinger, the campaign
attorney.

Sometime in the early part of March, 1980, I had several
telephone conversations with Mr. Newberger concerning the legal
and financial aspects of the concert. 1[I specifically advised him
that all advertisments for the concert, including radio advertis-
ments, had to contain a clear and conspicuous statement that the
concert was a political benefit for Senator Hart and was sponsored
by the Hart Committee. He agreed to make those statements in the
advertisments. I also advised Mr. Newberger that Mr. Hautzinger
would forward to him instructions on recordkeeping requirements
for a concert, and he agreed to review and abide by those instruc-
tions.

al Lol

Al Cohen

City and County of Denver )

State of Colorado )SS'

Subscribed and sworn to this 223€4:day of April, 1980.

Notary Public

gy el




April 23, 1980

To Whom it May Concern:

In addition to the enclosed statement I would like to add that
I had promoted about 15 shows of all sizes (up to 35,000 people)
and thus am familiar with the business. 1 am also familiar with FEC
regulations as I was treasurer of former U.S. Senator Floyd Haskell's
1978 campaign.

AL Lol

Al Cohen

City and County of Denver )ss
State of Colorado ) i

Subscribed and sworn to chisqﬁ_"f day of April, 1980

e ing Fermiise kil 59 <
el Ll wliy 1/, 13

L3y Coy ‘
Notary Public




AFFIDAVIT OF JAMES E. HAUTZINGER

I am an attorney in the private practice of law and am
a partner in the Denver law firm of Dawson, Nagel, Sherman, and
Howard. I have had previous experience in advising political
committees concerning federal election laws and regulations, and I
acted as the attorney for the 1978 campaign of Colorado Senator
Floyd Haskell. During the months of January through April of
1980, I was engaged by the Hart for Senate Campaign Committee, Inc.,
to advise the Committee on the federal election law requirements
for campaign-sponsored concerts. In particular, I handled the
legal aspects of the Linda Ronstadt concert for the Committee and,
in that regard, I had several communications with Arthur Newberger,
the promoter of the concert, and representatives of Ms. Ronstadt's
agent, International Creative Management (ICM). My involvement
in the concert was as follows:

1. In the early part of March, 1980, I was asked by
Susan Smart, the campaign Finance Director, to handle the legal
aspects of a proposed Ronstadt concert to take place in Cedar
Rapids, Iowa, on April 21, 1980. Specifically, Ms. Smart re-
quested that I negotiate the contracts and advise the promoter on
the requirements of federal law as applied to the promotion of
and recordkeeping for politically sponsored concerts.

2. Thereafter, I researched federal law and regulations
as it applied to concerts and had several telephone conversations
with Gary Christian, an FEC staff member, concerning legal requisites
for concerts. Having done this background research and inquiry,
I then drafted and mailed a letter to the promoter, Arthur Newberger,
and the agent, Tom Ross of ICM. This letter, attached to this
affidavit, proposed contractual arrangements for the concert and
contained, as an enclosure, a three-page instruction sheet advising
both the prumoter and the agent of the requirements of federal
campaign law,

3. I did not receive any comment on the campaign law
instruction sheet from either the promoter or the agent prior to
April 4, 1980. I learned from the campaign staff that, prior to
that date, promotions were commenced in Cedar Rapids and tickets
were sold to the event. On April 3, I had not yet received the
proposed contracts from the promoter and the campaign committee
had not executed any contracts.,

4. On April 4 and 5, 1980, contracts arrived in my
office from, respectively, the promoter and the agent. They
were signed by those entities, but had not been executed and
approved by the committee.

5. On April 5, 1980, I met with Harold Haddon, the
campaign manager, Susan Smart, the finance director, and Michael
Moore, the campaign treasurer, to discuss the situation. We
concluded that, because the promoter had acted prematurely




and without reviewing the instructions given to him, the concert
could not go forward as a campaign benefit. It was the opinion
of all concerned at the meeting that the potential for both
confusion of ticket buyers and inadequate recordkeeping were
simply too great to justify sponsorship of the concert. The
committee therefore declined, on my advice, to sponsor the
concert or execute any of the contracts we had belatedly re-
ceived.

6. In my memorandum dated March 14, 1980, I specifi-
cally advised the agent and the promoter that all promotional
materials had to contain a clear disclaimer indicating that the
event was sponsored by the Hart Committee. These conversations
occurred well before promotion for the concert began. This
memorandum was transmitted to each of them on March 14, 1980.

7. In my professional judgment, the Committee made a
good faith effort to comply with all federal election law require-
ments and, when it appeared that the spirit, if not the letter of
the law, might not be fully satisfied, the campaign properly
determined not to accept any of the concert proceeds.

s E. Hautzinger

STATE OF COLORADO

)
CITY & COUNTY OF DENVER ) °S°

Subscribed and sworn to before me this J{Qz%éaay of

April 1980 by James E. Hautzinger.

Witness my hand and official seal.

Notary Public

My commission expires: Q%Z&Zf,@' fbﬁ

[SEAL]
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Dawson, Nagel, Sherman & Howard

ATTORNE YS AND COUNSELORS AY LAW

]
2600 FIREY OF O VL& PLAZA TELE PHONE 302 063-2000
OIX BEVENTEENTI» STRCLY TELECOPIER 309 B9 -2

DENVER, COLORADO 80202 TELEN 44200
Y

March 14, 1980

Mr. Tom Ross

Inteznational Creative Management
8899 Beverly Boulevarad

Los Angeles, Calif. 90048

Mr. Art Newberger
Amusement Conspiracy
Suite 308

17200 Ventura Boulevard
Encino, Calif. 91316

Dear Mr. Ross and Mr. Newberger:

I am the lawyer representing the Hart for Senate
Campaign Committee, Inc. I have discussed with Mr. Ross
and directly with Mr. Newberger the arrangements for a
Linda Ronstadt concext to be conducted in Cedar Rapids,

Jowa on April 21, 1980, as a benefit for the Bart campaign.

I enclose a memorandum summarizing the requirements
imposed by the Federal Election Campaign Act. Basically,
this law will reguire that the Hart Committee sponsor the
event. I have talked with Tom about the easjiest way to
accomplish this without unduly disrupting the normal
procedures used in your industry.

It seems to me that the Hart Committee should sign
a simple form of agreement with Ms. Ronstadt under which
the BHart Committee purchases her services for the agreed
upon amount. The Bart Committee should then sign a
separate contract with Mr. Newberger's organization under
which he agrees to promote the concert, performing all
services normally involved in promotion, ls agent for the
Hart Committee.

The effect of these two contracts would not be to
change the financial arrangements previously agreed to
but simply put them legally in a form in which the Hart




nynb"sélla.‘Nagel. Sherman & l'bvard i o

March 14, 1980
Page Two

Committee would be deemed the sponsor of the event.

Please let me know what we can do to expedite this
matter to your full satisfaction. If I can be of service
to prepare the necessary agreements, I will be happy to
do so.

Yours very truly,

) rl
23%7‘“’1’594¥Q¢A5=q:=:_.

James E. Hautzinger

JEH:xt
Enclosure

cc: Mr. Alan H. Cohen
Ms. Susan Smart




CONDUCTING A FUNDRAISING CONCERT
UNDER THE
FEDERAL ELECTION CAMPAIGN ACT
March 14, 1980

Backaround

The Federal Election Campaign Act of 1971, as amended,
regulates all aspects of political campaign financing includ-
ing the raising of money through a fundraising event. The
Act prescribes procedures which must be followed in record-
keeping, disclosure in periodic firancial reports, and
disclosures which must be made in fundraising materials.

The Act prohibits totally contributions by any corporation
to a political committee with respect to any election for fed-
eral office, and limits such contributions by any individual
to a maximum of $1,000 per election. Therefore, the basic
legal requirement imposed on structuring a concert as a fund-
raising event is that the proceeds from the concert cannot
first pass to the promoter or the artist and then be made as
a contribution to the political committee. Such a structure
would violate the prohibitions on corporate contributions and
the limitations on individual contributions. Rather, the
-political committee must be legally the sponsor of the event.
In this way, each person purchasing a ticket to the concert
makes a political contribution to the political committee and
the political committee then pays the promoter and the artist
all agreed upon amounts, expenses and profits.

Required Procedures

With these and other legal requirements of the Act in
mind, we suggest that the following procedures must be followed
in the promotion and handling of a concert as a fundraising
event:

l. One or more contracts must be signed as between the
Hart for Senate Committee, the artist, and the promotion cor-
poration which will basically provide that Hart for Senate
Campaign Committee, Inc. is the sponsor of the event and that
all work done by the promoter is done as the agent for Hart
for Senate Campaign Committee, Inc. The contracts will then
provide for division of the proceeds as agreed upon by the
parties in the form of payments to the artist and to the




promoter by Hart for Senate Campaign Committee, Inc. from
the total proceeds generated from ticket sales.

2. All promotional materials except for the tickets
themselves, promoting the concert or soliciting ticket
purchases must contain in a clear ané@ conspicuous manner
a disclaimer as follows:

"Paid for by Hart for Senate Campaign
Committee, Inc."

*“Sponsored by Hart for Senate Campaign
Committee, Inc."

This disclaimer is the minimum reguirement. It is permitted
to expand it to make reference to the promoter or any other
information desired.

3. We are required to keep records indentifying the
contributor for any person making a contribution in excess
of $50.00; therefore, the persons engaged in selling tickets
to the event must establish a procedure for noting when a
single purchaser buys a number of tickets exceeding $50.00.
In such a situation, the purchaser must be asked if a single
purchaser is buying the block of tickets exceeding $50.00 in
price (as opposed to a situation where one person is making
the purchase but is doing so on behalf of other individuals).
If this is the case, the purchaser must be asked to fill out
a contribution card in the form attached. After the event,
these contribution cards must be forwarded to the Hart for
Senate Campaign Committec.

4. Ultimately, the Hart for Senate Campaign Committee
will be reguired to file a report with the Federal Election
Commission which will itemize contributions and expenditures
in connection with this event. The promoter must, therefore,
keep records and provide them to the Committee sufficient to
reveal date, location, and nature of the event, total proceeds,
and itemized expenditures, including payments to the promoter
and to the artist, setting forth date, amount, and identity -
of person to whom the payment was made.




Thank you for contributing to the Hart for Senate Campaign
Committee. Please provide the following information to enable
the Committee to comply with reporting requirements of the
Federal Election Campaign Act.

Personal ‘Business

Name Business conducted or employed:

Address:

Address:

State:

Telephone: ( State 2ip
Occupation [] Check if self employed

Amount of Contribution: Date
Primary § General $ Total §

A copy of our report is filed with the Federal Election Commission and
is available for purchase from the Federal Election Commission,
Washington, D.C.




AFFIDAVIT OF ARTHUR R. NEWBERGER

My name is Arthur Newberger and I work as a promoter of
concerts and other entertainment events.

Sometime in the early part of 1980, I was contacted
by International Creative Management ("ICM") with reference
to a Linda Ronstadt concert which was to be held in Cedar
Rapids, Iowa, on April 21, 1980. ICM acts as Linda Ronstadt's
agent, and they asked me to promote the Cedar Rapids concert,
which I agreed to do. I was not aware, at this time, that the
concert would be a political benefit.

Later, some time in March or late February, I was advised by
ICM that the event would be a political benefit for Colorado
Senator Gary Hart. I then had several conversations, by phone,
with the accountant and the attorney for the Hart campaign
concerning contractual arrangements for the concert. They
advised me that the promotional and recordkeeping aspects of
the concert would have to be in accordance with federal election
laws and regqulations. Further details were to be sent to me
with the contracts.

On March 14, 1980, the campaign attorney, Jim Hautzinger,
wrote a letter to myself and Tom Ross of ICM in which he discussed
the form which the contracts should take and included proposed
contracts. This letter also contained, as an enclosure, a

statement of instructions on how to comply with federal election
law requirements. I was travelling during the latter part of
March and this letter apparently arrived in my absence. Before
I had an opportunity to read the letter, or to enter into a
contract with the Hart campaign, the initial concert advertising
was placed and a substantial number of tickets were sold.

On March 31, 1980, I first discussed the situation with
the campaign manager, Harold A. Haddon. In that conversation,
which was by telephone, Mr. Haddon advised me that he was troubled
by the small disclaimers placed on the advertisments. At his
request, I promptly placed additional radio advertisments which
clarified the political nature of the event and I also directed
that the concert hall marquee contain a statement that the event
was a political benefit. Posters were also placed at the concert
hall which announced that the concert was a political benefit.
This advertising and the marquee/poster statements ran during
the week of March 31.

In our telephone conversation of March 31, and in several
subsequent telephone conversations, Mr. Haddon also expressed
concern to me about the nature of the recordkeeping. I looked
into how the tickets were sold and reported to Mr. Haddon that
very few checks had been accepted. I advised Mr. Haddon that
we would obtain the required reporting information at the door of
the concert on the night of the event. Thereafter, on April
7, 1980, Mr. Haddon advised me that he felt that it would be
very difficult to reconstruct the sales records for the concert
in a way that would meet the detailed requirements of federal
election law. He stated to me that, because of these problems,
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the Hart campaign would not sponsor the concert and would not
execute the contractual documents which they had just received.

After my April 7 telephone conversation with Mr. Haddon,
I phoned the auditorium manager in Cedar Rapids and advised him
that the Hart campaign was not sponsoring the concert and that he
should announce that the concert would go forward, but not as a
political benefit. The Cedar Rapids press w.

7., that the Hart campaign was n7 ﬁnsoﬁ.n

7

County of
State of

Subscribed and sworn to before me this day of
April, 1980.

Notary Public
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DECHERT PRICE & RHOADS

888 17th STREET, N. W.
WASHINGTON, D. C. 20006

Charles Steele

General Counsel

Federal Election Commission
1325 K Street N.W.
Washington, D.C. 20006




DECHERT PRICE & RHOADS

6888 17th STREET, N. W.
WASHINGTON, D. C. 20008

Scott Thomas

Office of General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20006
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MICHIGAN OFrFiICE
180900 WEST TWIELVE MILE ROAD
SOUTHFIELD, MICHIGAN 480708
(313) uBe-2820

*ADMITTED IN D.C.
A ADMITTED IN VA
+ADMITTED IN MO.

General Counsel

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Re: Complaint - Moore v. Hart,
Hart Committee & Ronstadt
M.U.R.

Gentlemen:

From press reports issued by respondent Gary Hart and his
Committee in response to the filing of the above complaint, it
appears that they now assert that they have no responsibility
for the acts of the promoters of the Ronstadt (Cedar Rapids)
rock concert. They apparently are attempting to disassociate
themselves from this fundraiser after the facts have become
known.

We believe your investigation should show that originally
there was no indication that this was a political fundraiser, was
a usual Ronstadt concert as a commercial enterprise, and that
tickets were sold on such a commercial basis. When a political
reporter for one of the Denver papers discovered the fact that
it was proposed to be a Hart fundraiser and confronted the Hart
Committee with that fact, the advertisements were changed to
show the Hart Committee as sponsor. Radio and newspaper ads
thereafter contained the notice (albeit in tiny print) that the
Hart Committee was the sponsor.

Now that the complaint has been filed with the F.E.C. the
Hart Committee has issued press reports saying it will not take
the funds. The Committee attempts to blame an unknown person as
the actual sponsor. We hope and trust that this attempt to shift
the blame will not be allowed to excuse this attempted, but
aborted, violation. QZ . i

* Z d P R 0!




General Counsel -2=- April 22, 1980

Since the original complaint also makes reference to Internal
Revenue Code violations which we believe should be brought to the
attention of the I.R.S., we urge that you follow such referral
procedures as have been developed. We have hesitated to contact
them directly in light of the confidentiality restrictions of
2 U.S.C. 437g(a) (12). Even the attempted refusal of the funds from
this business venture should not avoid the tax obligation of the
Hart Committee since the funds would be constructively received and
subject to corporate tax rates.

Respectfully submitted,

ames F. Schoener
Attorney for Robert Moore
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General Counsel
Federal Election Commission
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Washington, D.C. 20463




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

April 11, 1980

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

James F. Schoener

Jenkins, Nystrom & Sterlacci, P.C.
2033 M Street, N.W.

Suite 504

Washington, D.C. 20036

Dear Mr. Schoener:

This letter is to acknowledge receipt of Robert
Moore's complaint of April 8, 1980, against Senator Gary
Hart, the Hart for Senate Committee, and Linda Ronstadt
which alleges violations of the Federal Election Campaign
laws. A staff member has been assigned to analyze your
allegations. The respondents will be notified of this
complaint within 5 days and a recommendation to the Federal
Election Commission as to how this matter should be initially
handled will be made 15 days after the respondents' notifica-
tion. You will be notified as soon as the Commission takes
final action on your compieint. Should you have or receive
any additional information in this matter, please forward
it to this office. For your information, we have attached
a brief description of the Commission's procedures for
handling complaints.

Sinc

Charl N. eele
General Counsel

Enclosure
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

April 11, 1980

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

The Honorable Gary Hart

United States Senate

Russell Senate Office Building
Room 254

Washington, D.C. 20510

Re: MUR 1203
Dear Senator Hart:

This letter is to notify you that on April 8, 1980,
the Federal Election Commission received a complaint which
alleges that you may have violated certain sections of the
Federal Election Campaign Act of 1971, as amended ("the Act")
or Chapters 95 and 96 of Title 26, U.S. Code. A copy of this
complaint is enclosed. We have numbered this matter MUR 1203.
Please refer to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate,
in writing, that no action should be taken against you in
connection with this matter. Your response must be submitted
within 15 days of receipt of this letter. If no response is
received within 15 days, the Commission may take further action
based on the available information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted
under oath.

This matter will remain confidential in accordance with
2 U.S.C. § 437g(a) (4) (B) and § 437g(a) (12) (A) unless you
notify the Commission in writing that you wish the matter to
be made public.

If you intend to be represented by counsel in this matter,
pPlease advise the Commission by sending a letter of represen-
tation stating the name, a:dress and telephone number of such
counsel, and a statement authorizing such counsel to receive
any notifications and other communications from the Commission.
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Letter to: The .xorable Gary Hart .
Page Two

If you have any questions, please contact Scott Thomas,
the attorney assigned to this matter at (202) 523-4000. For
your information, we have attached a brief description of
the Commission's procedure for handling complaints.

Sin Y,

Charles N. Steele
General Counsel

Enclosure

l. Complaint
2. Procedures




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

April 11, 1980

CERTIFIED MAIL
RETURN _RECEIPT REQUESTED

Linda Ronstadt

6300 Wilshire Blvd.
Suite 1100

Los Angeles, California
90048

MUR 1203
Dear Ms. konstadt:

This letter is to notify you that on April 8, 1980
the Federal Election Commission received a complaint which
alleges that you may have violated certain sections of the
Federal Election Campaign Act of 1971, as amended ("the Act")
or Chapters 95 and 96 of Title 26, U.S. Code. A copy of this
complaint is enclosed. We have numbered this matter MUR 1203.
Pleas2 refer to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate,
in writing, that no action should be taken against you in
connection with this matter. Your response must be submitted
within 15 days of receipt of this letter. If no response is
received within 15 days, the Commission may take further action
based on the available information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted
under oath.

This matter will remain confidential in accordance with
2 U.S.C. § 437g(a) (4) (B) and § 437g(a) (12) (A) unless you
notify the Commission in writing that you wish the matter to
be made public.

£ you intend to be represented by counsel in this matter,
please advise the Commission by sending a letter of represen-
tation stating the name, address and telephone number of such
counsel, and a statement authorizing such counsel to receive
any notifications and other communications from the Commission.




Letter to: Lind‘onstadt
Page Two

If you have any questions, please contact Scott Thomas,
the attorney assigned to this matter at (202) 523-4000. PFor
your information, we have attached a brief description of
the Commission's procedure for handling complaints.

General Counsel
Enclosure

1. Complaint
2. Procedures




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

April 11, 1980

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Hart for Senate Committee
Michael R. Moore, Treasurer
1540 Race Street

Denver, Colorado 80206

MUR 1203
Dear Mr. Moore:

This letter is to notify you that on April 8, 1980,
the Federal Election Commission received a complaint
which alleges that your Committee may have violated certain
sections of the Federal Election Campaign Act of 1971, as
amended ("the Act") or Chapters 95 and 96 of Title 26, U.S.
Code. A copy of the complaint is enclosed. We have numbered
this matter MUR 1203. Please refer to this number in all future
correspondence.

Under the Act, you have the opportunity to demonstrate,
in writing, that no action should be taken against your
Committee in connection with this matter. Your response
must be submitted within 15 days of receipt of this letter.
If no response is received within 15 days, the Commission
may take further action based on the available information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted
under oath.

This matter will remain confidential in accordance with
2 U.S.C. § 437g(a) (4) (B) and § 437g(a) (12) (A) unless you
notify the Commission in writing that you wish the matter
to be made public.

If you intend to be represented by counsel in this
matter, please advise the Commission by sending a letter of
representation stating the name, addéress and telephone number
of such counsel and a statement authorizing such counsel to
receive any notifications and other communications from the
Commission.




Letter to: Hart r Senate Committee .
Page Two

If you have any guestions, please contact Scott Thomas,
the attorney assigned to this matter at (202) 523-4000. For
your information, we have attached a brief description of the
Commission's procedure for handling complaints.

Sinc

S tée
General Counsel

Enclosure

1. Complaint
2. Procedures
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FEDERAL ELECTION COMMISSION
Washington, Déo APR 8 A‘,: ﬂﬂ

‘Robert Moore, Executive Director
'National Republican Senatorial
‘ Committee,

Complainant

Hvs.

‘Gary Hart,
.Hart for Senate Committee, and
Linda Ronstadt,

Respondents

COMPLAINT

Now comes the complainant who files this complaint and
says he is informed and believes the facts in this matter to be
as follows:

iy

That Gary Hart is a candidate for the United States
Senate in the State of Colorado in the November 4, 1980 election;
‘that the Hart for Senate Committee is his duly designated campaign

‘committee.

II.

That Linda Ronstadt has as her trade or business the
occupation of a rock singer and has in the past given various
rock concerts as benefits for political fund raisers. She has in
the past agreed to perform such a political fund raising concert

in Denver, Colorado for respondent Gary Hart and/or his committee.

REIEI0

That Linda Ronstadt has as a regular part of her afore-
said trade or business made certain contracts to perform commercial

rock concerts as business arrangements. In particular, she has




made a contract to perform a concert at the City of Cedar Rapids,

Iowa on the 21st day of April 1980.

IV.

That after the Cedar Rapids concert was so arranged and
to substitute for the agreed upon Denver political fund raiser,
she has converted her regular contracted concert into a scheme to
divert such funds to the campaign committee of the respondent
Gary Hart, and by doing so attempts to avoid paying income tax
‘on such earnings and violates the Federal Election Commission

prohibitions on fund raising by commercial transactions.

V.

That the anticipated diversion of funds involved in
' said Cedar Rapids concert would exceed the limits of contributions
as provided in 2 U.S.C. 44la in that anticipated returns will be

in excess of $50,000.

VI.

That respondent Gary Hart and his committee have failed
and neglected to properly identify the said Cedar Rapids concert
as required by the regulations and opinions of this Commission
in the following regard:

a. Some of the advertising for said concert has failed
to disclose the actual sponsorship and the ultimate
beneficiary of the funds.

No attempt has been made to see that prohibited

funds are not used to purchase tickets, such as

funds prohibited under 2 U.S.C. 441b, 2 U.S.C. 44lc, |

2 U.S.C. 44le, and 2 U.S.C. 441q.




That promotional material and tickets which have
already been sold do not identify the respondents
Hart and his committee, nor their relationship to
the concert.

That the public in Cedar Rapids has been informed
that this is not a political affair.

No attempt is made to obtain the name or address of
purchasers of over $50 worth of tickets, and the
promotion requests payment in "cash only".

No information on the amount of the concert price
that may be a tax credit (if any) and what portion
is entertainment as required by Internal Revenue

is printed in the promotion or on the tickets.

That complainant believes that persons other than
the Hart Committee have advanced the promotion costs
and have thereby made improper, if not illegal,
contributions to the said respondents, and that
poclitical funds have been commingled with other
persons funds without proper authority, and that
payments for the use of the facilities are more

than nominal.
VIIi.

That your complainant is informed and believes that
this procedure may well involve a tax liability from respondent
‘committee under I.R.S. Section 527 and believes that failure to
:pay or secure payment of such liability might give respondent

;funds for a cash flow that should be reserved for such tax

| liability.

VIII.

Wherefore complainant prays:




1. That this Commission investigate all facts and
circumstances surrounding the said Cedar Rapids, Iowa concert
before April 21, 1980;

2. That this Commission determine to what extent
corporate or other improper funding has been made to said concert.

3. That this Commission determine whether the diversion
of previously contracted funds from a concert qualifies as a
volunteer exception to the contribution definition of the
Federal Election Act.

4. That this Commission determine the extent and
numbers of violations heretofore committed in this event and
that it issue its order either impounding all funds pending final
determination or that the Commission enjoin the holding of said
concert and order a full and complete refund to ticket purchasers.

5. That tax funds be impounded pending tax determination

by the Internal Revenue Service.

Wagar

Robé&rt Moore

CITY OF WASHINGTON
DISTRICT OF COLUMBIA

On this 8th day of April 1980 personally appeared
Robert Moore, who having read the foregoing, signed the same under
oath as being true and correct to his best information and belief,
and that this complaint is signed under penalties of perjury and

Title 18, Section 1001, U.S. Code.

‘_(.L‘Q_MSIEJ A W”OJ
Notary Public

My Commission expires: ! ~/-&&

James F. Schoener

Attorney for Complainant

§Jenkins, Nystrom & Sterlacci, P.C.
12033 M Street, N.W., Suite 504
Washington, D.C. 20036

1 (202) 293-2505
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON,DC. 20463
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