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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)

Burton W. Hales, Jr. ) MUR 693
Dan Hales for Congress )

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election

Commission, do hereby certify that on September 13 , 1978,

the Commission, by vote of 5 - 0 , adopted the recommendations

O3 of the General Counsel as set forth in the First General

Counsel's Report in this matter, as follows:

1. Found no reason to believe that Burton W.
N , Hales, Jr., violated Section 441a(a) (1) (A)

of the FECA.

2. Found no reason to believe that Dan Hales forCongress violated Section 441a(f) of the FECA.

Tr
3. Closed its file in this matter.

C
Voting for these determinations were Commissioners Harris,

Springer, Staebler Thomson. and Tiernan.

DateVMarjorie . Emmons
Secretary to the Commission

Received in Office of Commission Secretary 9-8 78, 5-07
Circulated on 48 hour vote basis 9--11-78, 4.00
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*ERAL ELECTION COMMISSION@
1325 K Street, N.W.

Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

DATE AND TIME OF TRANSMITTASEp 8 1978
BY OGC TO THE COMMISSION

SOURCE:

RESPONDENT'S NAME:

#ELEVANT STATUTE:

TINTERNAL REPORTS CHECKED:

3 'EDERAL AGENCIES CHECKED:

I N T E R N A L L Y

MUR NO. 693
DATE COMPLAINT RECEIVED
BY OGC
STAFF
MEMBER Convery

G E N E R A T E D

1. Dan Hales for Congress
2. Burton W. Hales, Jr.

1. 2 U.S.C. §441a(f)
2. 2 U.S.C. S44la (a) (1) (A)

Reports of Receipts and Expenditures

None

GENERATION OF MATTER

This matter was forwarded to the Office of General Counsel by memo
dated August 23, 1978, from the Reports Analysis Division. (See Attach-
Nent I).

ALLEGATION

Burton W. Hales, Jr., whose brother was a candidate for nomination
to the U.S. House of Representatives, made excessive campaign contributions,
in violation of 2 U.S.C. S441a(a) (1) (A).

Dan Hales for Congress (the "Committee") the principal campaign
committee, knowingly accepted the excessive contributions in violation
of 2 U.S.C. 5441a(f).

BACKGROUND

In 1976, Daniel B. Hales was a candidate in a single election, the
March 16 Illinois primary.
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The July 10 Report of Receipts and Expenditures filed by the
Committee reflected that Burton W. Hales, Jr., had made a loan of
$2,500 on June 10, 1976.1/

The entry reflecting this loan was repeated on subsequent reports
filed by the Committee (with the exception of the April 10 and July 10,
1977, reports which were made on FEC Form 3A postcards).

Prompted by the entry which appeared on the 1977 year end report,
the Commission questioned the June 10, 1976 loan by way of a "surface
violation letter" dated April 3, 1978. (Attachment 3 to RAD Memo).

In his response to that inquiry, (Attachment 4 to RAD Memo), the
Committee Treasurer advised essentially as f0llows:2/

"On February 17, 1976, the Committee borrowed $10,000 from the
Northern Trust Company of Chicago. Daniel B. Hales, the candidate,
and Burton W. Hales, Jr., his brother, guaranteed the loan.

"On June 10, 1976, the balance due the bank was $5,000. Since
the Committee did not have enough cash to repay the loan, the co-
guarantors paid the bank $2,500 each. Their repayment to the bank

'Owas itself treated as a loan to the Committee."

"During the first quarter of 1978, the Committee received a
refund which enabled it to make partial repayment to the co-guarantors,
thus reducing to $1,712 the obligation owed to each of them on account

-of the Northern Trust Company transaction."

DISCUSSION

A. Applicable Law:

2 U.S.C. §441a(a) (1) (A) provides that "No person shall make contri-
7butions to any candidate and his authorized committee with respect to
any election for Federal office which, in the aggregate, exceed $1,000."

1/ Burton Hales is also listed as having made a loan of $3,000 on
January 22, 1976. At that time, the U.S. Court of Appeals and the
Commission were interpreting certain provisions of the 1974 Amendments
as relaxing the $1,000 per election contribution limitation for immediate
family members. Therefore, this report will not deal with the January 22,
loan.

2/ In a letter he wrote to the Commission on September 1, 1977, Burton
Hales set forth these same facts. See Attachment 9 to RAD memo.
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The law was not always such. Prior to January 30, 1976, the
date of the Supreme Court's decision in Buckley v. Valeo, 424 U.S. i,
immediate family members could contribute not in excess of $25,000 to
a related candidate for Federal office;3/ after May 11, 1976, immediate
family members were limited by the 1976 Amendments to contributing
$1,000 per election.

Noting that during the period between January 30, 1976, and May 11,
1976 the law regarding family member contributions was "sufficiently
unclear," the Commission, in an October 1, 1976, Policy Statement,
declared that it would not require refund of any such contribution in
excess of $1,000 per election, so long as it was within the donor's
$25,000 annual contribution limitation. (In this regard see Advisory
Opinions 1976-26 and 1977-15).

B. The Date of the Burton Hales Contribution:

The 1974 Amendments to the Act, which were in effect at the time
of the Northern Trust Company loan to the Committee, included loans

.within the definition of contributions.

C Further, from as early as August, 1975, the Commission considered the
term "loan" to include a guarantee to a bank loan. See draft of Proposed

CRegulation §100.4(a) (1) (i) (C), as forwarded to the Commission August 4,
1975. See also Notice 1975-51, F.R. Vol. 40, No. 189, Monday, September 29,
1975, and Proposed Regulation §100.4(a)(1)(i), as forwarded to Congress

N December 3, 1975.

In light of the above definitions, we believe that the essential
transaction took place on February 27, 1976, when Burton W. Hales, Jr.,
guaranteed the Northern Trust Company loan, and not on June 10, 1976,

,.when he paid $2,500 to that Bank.

CONCLUSION

Since the essential transaction took place during the period of
time in which the law concerning family member contributions was "unclear,"
Burton Hales did not violate the Act in making his contribution and the
Committee did not violate the Act in accepting it.

RECOMMENDATION

Find no reason to believe that Burton W. Hales, Jr., violated
Section 441a(a) (1) (A), and no reason to believe that Dan Hales for
Congress violated Section 441a(f) of the Act. Close the file in this
matter.

3/ See Buckley v. Valeo, 510 F.2d 821, 854 (1975) and FEC Advisory
Opinion 1975-65 (40 F.R. 58393, December 16, 1975).

Attachments
I. Memo from RAD, 23 August 1978, with Attachments 1-12.
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DATE .. if//)/

TO:

THROUGH:

REPORTS ANALYSIS RE

Jq7

OFFICE OF GENERAL COUNSEL

STAFF DIRECTOR
13. L. fat-

O's. p

FERRAL SHEET

ANALYST Mike Filler

TEAMCHIEF Peter Kell, Jr.

COMPLIANCE REVIEW

ASSISTANT STAFF DIRECTOR FOR REPORTS ANALYSIS /--

CANDIDATE/COMMITTEE:

TREASURER:

ADDRESS:

DAN HALES FOR CONGRESS-C00026146

F. Chaloner McNair

11 South LaSalle St., Room 1211
Chicago, Illinois 60603

AFFILIATE(S):
None

ALLEGATION(S):

Apparent excessive loan
by individual

CITE: ATTACHMENT(S)

2 U.S.C.441a(a)

MANNER IN WHICH REVIEW WAS INITIATED if other than normal review, AND DATE:

Surface violation transmittal prepared on Feb. 2, 1978. ATTACHMENT

REPORTS: All reports within the dates listed below have received initial basic review. For all reports
reviewed, see Attachment 1.

PERIOD COVERED FROM October 1, 1977 TO December 31,

TOTAL RECEIPTS S -0- TOTAL EXPENDITURES S
CASH ON HAND S 530.36 DEBTS S 12,000

HISTORY:

RESULTS OF REVIEW:S.V. letter sent on April 3, 1978. ATTACHMEAT(s)Response received on April 14, 1978, stating that the excessive
loan by Burton Hales, brother of the candidate, was his personal
payment to the bank on a loan which he and the candidate endorsed
for the cmte. The $5,000 endorsement by Burton Hales was made prior to

COMMUNICATIONS WITH CANDIDATE/COMMITTEE:

None.
A TTA CHMENT Ma

3,4

y ii,'76

REASON(S) FOR REFERRAL

See PAGE TWO of REFERRAL.

A TTA CHMENT

OTHER PENDING ACTIONS INITIATED BY RAD:

None.

OTHER RELEVANT INFORMATION:

See PAGE THREE of REFERRAL.

PREVIOUS OGC/AUDIT REFERRALS:

None A hcAmeS/

A TTACHMENT

6,7,8,9,10,11 & 12

RAD Form I
August 1978

FROM:

1977
-0-

, I

1977



PAGE TWO

REPORTS ANALYSIS REFERRAL SHEET

DAN HALES FOR CONGRESS

REASON (S) FOR REFERRAL: A

A $10,000 bank loan ($5,000 endorsed by the candidate;
$5,000 endorsed by Burton Hales, brother of the
candidate) was obtained by the committee prior to
May 11, 1976 (loan obtained on February 17, 1976).

The Commission policy stated that "between January 30
and May 11, 1976, the law was sufficiently unclear
that the Commission will not require refund of any
contribution in excess of $1,000 per election, so
long as it was within the donor's $25,000 annual
contribution limit." However, on June 10, 1976,
nearly one month after May 11, 1976, a balance of
$5,000 was due on the bank loan; Burton Hales
personally loaned the committee $2,500 to pay off
his part of the endorsed loan.

The committee requested guidance on the excessive
loans made by members of the "immediate family"

N on two occasions. Brad Litchfield responded that
a copy of the loan agreement would be necessary
and that a formal advisory opinion should be
requested. However, the committee never requested an A.0.

It appears that the $2,500 personal loan made by
Burton Hales on June 16, 1976 may be a violation
of 2 U.S.C.44la(a).

ttachment

5

6, 79 8, 99 11



PAGE THREE

REPORTS ANALYSIS REFERRAL SHEET

DAN HALES FOR CONGRESS

OTHER RELEVANT INFORMATION: Attachment

On September 13, 1976, the committee sent a letter 6
to the Commission requesting guidance on a matter
concerning excessive loans made by members of the
"immediate family".

Kent Cooper responded to the request on October 6, 7
1976, referring the committee to a Commission
policy statement and an advisory opinion on the
subject of contributions by members of the
"immediate family".

__ On August 31, 1977, the committee requested an 8
opinion from the Office of General Counsel re-
garding the transfer of funds from the candidate's
78 PCC to the '76 P00 to extinguish debts out-

0 standing from the '76 campaign.

N' On September 1, 1977, the committee requested 9

r~l guidance from OGC regarding forgiveness of ex-
cessive loans made by members of the "immediate
family".

On September 7, 1977, Brad Litchfield from the 10

0 Office of General Counsel requested that the
0 Reports Analysis Division review the reports filed

CC by the Dan Hales for Congress Committee. Infor-
mation was needed by OGC in order to respond to

N the committee's requests of August 31, 1977 and
September 1, 1977. The findings of the Reports
Analysis Division were forwarded to OGC on
September 9, 1977.

Brad Litchfield responded to the committee's re- 11
quests on October 20, 1977. He stated that the
Commission could not comment on the question of
transfers between committees'because of it being
a hypothetical situation. In addition, a formal
request for an advisory opinion would have to be
submitted in order to comment on the question of
excessive loans made by members of the "immediate
family".

The committee is attempting to terminate on the 12
July 10 Report, stating that the outstanding loans
are being forgiven.
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"k FEDERAL EI.ECTION COMMISSION

1325K1KI I I N.W
1 .V ' WASHIN(ION).LC. 20463

F. Chaloner McNair, Treasurer

Dan Hales for Congress
11 South LaSalle Street, Rm. 1211

Chicago, Illinois 60603

Dear Mr. McNair:

This letter is prompted by the 
Commission's interest in assisting

candidates and committees who 
wish to comply with the Federal Election

Campaign Act, as amended. During review of the Year End 
Report of

-. Receipts and Expenditures, we noticed 
entries indicating that you may

have received contributions which 
exceed the limits set forth in 

the

Act. A copy of that portion of your 
report is attached so that a

review of your records can be made.

The Act precludes individuals from 
making political contributions

to a candidate for Federal election 
in excess of $1,000 per election.

The Commission recommends 
that if you find the contributions you

received were in excess of the limits set forth in the Act you return

the amounts in excess of $1,000 
to the donor. This return should be

reported immediately by letter and should be reflected as contribution

refunds on your next reports of 
receipts and expenditures. If you find

that the entries in question 
are incomplete or incorrect, please submit

a statement which would clarify these particular matters for the public

N record. You may do so by amending your original 
report by letter.

Please notify the Commission within 
ten (10) days of receipt of

this letter of the determination 
made on these matters. If you have

any questions concerning these matters, please do not hesitate to

contact Lorrie Castaneda (800)424-9530, our Reports Analyst assigned

to you. Our local telephone number is 523-4048.

Sincerely,

Orlando B. Potter
Staff Director
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Mr. Orlando B. Potter
Staff Director

Federal Election Co-i rssion

1325 K Street, N.W.

Washington, D.C. 20463

-* I
DAN HALES FOR CONGRESS
11 South LaSalle Street

Chicago, -.6P0 0 3

'.5

1378 APR 14 I , i: i7
L'..I . fit

Re: 4SVL'h.-17LC

Dear Mr. Potter:

This letter is being written in reply to your April 3rd letter regarding

contributions to a candidate for Federal election i-n excess of $1,000 per

election.

Mr. Daniel 3. iales was a qualified candidate in the Illinois primary 
elec-

tion that was held on Marc> 16, 1976, an election which he did not .-in. It

becaZ: necessary, during the capaign, to borr-w funds to meet certain obliga-

tions. The follcwing is a !ist cf the outstanding l.ans to the DAN FALES.

FOR CC:!-3?FSS co.Zittee as of Decerber 31, 1977.

original
Loan
Date

01-22-76

02-17-76

AEmo n t
$3,030

Lender

Burton W. Sales, Jr., brother cf.the candidate.

$5,000 The Northern Trust Company, Chicago, Illinois.

(This loan was ouaranteed by Burton W. Hales, Jr.,

the brother of the candidate, and Daniel B. Hales,

the candidate).

03-22-76 $3,000 Daniel B. Hales, the candidate.

03-22-76 $1,030 Marion J. Hales, the mother of the candidate.

Regarding the $5,000 loan showing an original loan date of 02-17-76, 
it should

be noted that on that date, the campaign com.nittee borrowed $10,000 
from the

Chicago bank with Burton W. Hales, Jr. and Daniel B. Hales guaranteeing 
the

loan. One June 10, 1976, there was a balance due the bank of $5,000 
which was

then the unpaid balance of the loan. On June 10, 1976, Burton W. Hales, Jr.

and Daniel s. :Fales each -aid the bank $2,503 as cjuarantors of the loan because

the campaign co..mittee had not enough cash to pay same.

We now refer you to Sch.edule C of FEC Form #3 that was filed by the DAN HALES

C N

c-

C

'M.Wwvw

I
- -1'-, I N -.- WI.-.- **I

. ' , ,. , '



Mr. OrIando B. Potter "
April 10, 1978 . . ,

Page 62 -

FRCOGRSSmite as of March 3.1* 7t Thi.% Phows th,, G-1 I wino listOf Outstanding loans to the DAN4 KALES VOX &W~~t~.~.~ta c

_TMite t fthtae

.. "OR .. ' - ,'Co. . .. te oe s

loan
Date Amount. ___________ e,1

01-2-76 $3,000 Burton W. kiales, Jr.,r>a 'f. the candidate.
06...0-76 $1,712 Burton W. Hales, Jr. brothe vf the candidate..

03-22-76 $3,000 Da niel B . Hales, *the candidt,.
06-10-76 $1,712 Daniel B . Hales, the candidlate,.

During the first quarter of 1978, $2,045.32 was reitvq.h sd from a firm that h. d
received an overpayment during.t he 1976 primary elJZ t ion ca. paign. When this
amount was added to the then cash balance of $530.3, there was sufficient cash

S $,00 Boutstanding loan of Marion J. ales, r ,thertof thecar.datate,
and to repay $787.84 to Burton W. Hales, Jr. and to Daniel B. Hales. The cashbalance of the D0 aLS FieR CONGReSS cornittee was thus brought to zero.

N The lenders, Burton W. ales, Jr.'and Daniel B. Hales inte.-d toforgive the
balance of the debt owed to the. t is our 24piron- .t sromh forciveness will

C71 not v-oalate the ele--tion laws sirxce t-e loans wert: mna,.7e -r4-~ .: - l 96
1n other w erds, it is cur ;pinion. that a brothr e i a n .of a c2n7'Jiaten s

S"imn. iate f.adily" as defined b a the United States Coe, 1' a , Section 608.
and that the forgiveness o f loans ade prior to May 11, 1976, even if the for-

!giveness is effected after that date, does not violate the election laws.

N it is our further opinion that the guarantee date of a bank loan establishes
the effective date 'should that . antee be called uoDan. iherefore, the pamhnt
of $2, 500 on June 10, 1976, !:y the -candidate's brother, does- not violate the
election laws.

The DAN /ALS FOR COGIRSSS cocittee intends to stay in being until after the
financial transactions relatin , to th.e CIIiZeS .!eR Dne HALES forie to
an end. The CITIZEt F'OR DAN HA'LS ite is the official com ttee f.- 'or the
1978 primary eleCtion in illinois, an eleticn whisc was also lost. Until the
DAN iHALES FOR Cl'3R'SS com-nittee files its ternination ro rt, we will continue
to show the current outstanding loans as outstanding debts of the co ittee.

Should you have any further questions, please let us hear from you.

.,I.

SinTdrely.

FChaloner McNair
Treasurer

hwe:



NEWS FROM...

1325 K Steet, N.W.,Washington, D.C. 20463

IDATE'S FAMILY MEBERS

CWACT i DAVD FISKE

ELyASE: ON RECEIPT SUSAN TIFFT
(202) 382-4112

KLSUDIT0N-0COBER .4 - The nambers .oL caidida&te's family are 
subjeCt to the $1,000 contribution

limit per election to that 
candidate, the Federal Election 

Commission $aid Friday.

__ 
In a Policy Statement released Frida7, the 

Commission said that both the Supreme 
Court

and Congress have indicated 
that the contribution limits 

of the law #pply to immediate

family members, unless the money 
comes from funds over which the 

candidate "has legal

right of access to or control over" at the time he or she became a cialdidate.

CandidaceaL can make unlimited expenditures from their "personal funds."

The FEC said it was issuing 
the Policy Statement "in response 

to the uncertainty which

exists concerning the correct 
contribution limits for members 

of a candidate's immediate

Nfamily-"

7The 
1974 law, which imposed spending 

limits on a candidate, including 
his immediate

family (Presidential candidate, 
$50,000; Senate candidate, 

$35,000; and House candidate,

C $25,000) was interpreted by the 
U.S. Court of Appeals as being an exception 

to the $1,000

contribution limit for certain 
"irnediate family" members. 

However, che family members

vere subject to the limit of $25,000 in 
total contributions per year. 

In Advisory

Opinion 1975-65, issued in December, 
1975, the FEC adopted this 

Court of Appeals interpretation.

C * The definition of "immediate family" 
in the 1974 law included the following:

"a candidate's spouse, and any child, 
parent, grandparent, brother or sister 

of the candidate,

and the spouses of such persons."

N On January 30. 1976, the U.S. Supreme Court, in the Buckley v Valeo, the case

challenging the federal campaign 
finance law, upheld contribution 

limits to candidates,

but said candidate personal 
spending limits were unconstitutional. 

In a footnote, it noted

that the Court of Appeals 
and FEC interpretation of 

the contribution rights of 
immediate

family members was inaccurate, 
and that Congress had intended 

that family member funds not

under the candidate's personal 
control be subject to all 

contribution limits.

On MAy 11_ 1, the 1976 Amendments were signed 
into law and reaffirmed the 

Supreme

Court interpretation. The Conference Report for 
the 1976 Amendments specifically 

states that

the bill "does not in any 
way disturb the $1,000 contribution limit 

applicable to all

individuals, including the 
immediate family of a candidate."

4ee

In Friday's Policy Statement, the FEC said it would apply 
the family member limits to

prior cases as follows:

- Prior to JanuarY 30, 1976. "immediate family" 
contributions to a candidate up

To $25,000 per year were legal.

- Between Janary 30, 1976, and. Although contributions from "immediati

am- ' members were limited after 
the Supreme Court opinion to $1,000, the FEC

said, "between Jattuary 30 and May 11, 1976, the law 
was sufficiently unclear

that the Commission will not 
require refund of any contribution 

in excess of

$1,000 per election, so long as it was within the donor's $25,000 annual contributv

limit(."
WWo~a



,1 Nowever, the Commission said that even though a family member can contribute $1,000

for each election. (primary, general, and any run-off elections), any contributions made
during this special exception period would be aggregated for all elections. Thus, forexample, a family member who gave $5,000 in the primary prior to Hay 11 would not haveto refund the amount over $1,000, but would not be able to make any further contributions

to the general election.

-After Kay 11, 1976. The $1,000 limit will be applidd, and any amounts exceeding
that amount will be required to be refunded.

-30-

-WT_ T a.,
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Octobr 6, .976

It.'. 1BUlrI:of I. fll ' Jr-.].]. ou L1 L : S :I ( -'t) t

CDea', o, Illiois 6060-3

Dear .f.-. ;.' s:

Tlis Is :in response to your ]elter of September 13, 1.976
conC0rnh lZ the application of the Federal El ection Campii gn
Act of.. 71, ,s wai;ended, to contri.butions .,iven by meiitbec~ of
a car-ddatc' s immeiate fam ily.

. E]lection n has i a;ted a pol] i.y s" at.-
nrpt -In d i7cvis v o])Iry 1J011 Oim the subj v('C of cont ri l l.ioils
by ir :'j. a .k i , :("ber:; b,,l,',Sne ,1 -.u try 10 and Iy I1, .1976.The "- A :[T :;t : n~inL,~ C~ciC:].udeci that:

"" u r b i t h'. p e c"o ,! } c h w ,n J mavl~ n y "or' 1,d H : I 9 7 5i ,

v i n L requ r erc f~ t of 2i~y I-( in I I 916, -1 kruffi ci ,utly unc: r te Ci ci Cim .i ,: Soi ,,,
' . "

r  
2OCU[1-> rL id (41y cu LR ulta i.

'- L t , .- t .; i i
a:7:a_ r- . : .. .. :na.] i on ]ni t tion." ( .of .:cl in o].i cy St,'a Lec_'rC. , )

: 'er f .are , the ,se ]ou: tin wcou d be t el mi s :iti c I e 1 v r ,
thc ,s i::'vs "viJ]. coun, . u'"!s t: the ir:n:edia:te fum-il' ,. mh,.r'
$1, t2 ,:'r ek~vcton contribution ]ii;2itation after May 11], 1976.

r.of 1 .Supr e Court decision, l' x rck v. .,.',,
a c--'if: "., who is not receiving plblic fulin,, m; a pres i bn-

.... .. :. -t , my spe;, w\. ithout ].imit from bi.s "personal'
.a c'finiit iu of vindidates limitabtionr; :;P, Part 110.11

S.m l- 1011. f r. u]/ ? n
I f t ;,: C l';:<: i'. :;f.o C. , -'o ~ ~ : :.: " ; : , i,; , o ( i , p t . :; _
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Centlemen :

As.o Choir r;,,:i 01 a- :- d orfiinzed DAN TiA,,,, POR? CO,.,,,,. Cormitte,i have cau;ed to 'iecd FEC Form ., " t Ie;ui ent of Organizationf a Polit.cal .. In answer to question , e staLe
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September 1, 1977

Federal Election Cornrmnssion
1325 K S.reet, -'W
Washington, D.C. 20463

0O

Attn: General Counsel's Office

Gent lemen:

This letter concerns the application of the Federal Election
Campaign Act of 1971, as amended, to contributions and/or
loans made to a political committee by members of the candi-
date' s imrimecdiate farmily. I, eference is made to your letter
of October 6, -976, and my letter of September 13, 1976,

copi -es of "- chv.:- are attached hereto for your convenient
r e. for e nc.

Please kno-., that we are not asking for an advisory opinion but
for guidance on .;hal; to do regarding the following situ'lt.ioll.

Mr. Daniel B. "L.ios was a qualified candidate in the Illihoi.s
primnary election held on March 16, 1976, an election which he
did not win. During the campaign, it became necessary to
borrow -",:, to meeet certain campaign obligations. Below is
a list o- ce present outstanding loans to the DAN HALES FOR
CONGRESS C,, ZTEE as of this date.

Original
Loan

0 - 22- 7,

0"2 --l 7-76

03- 22-76

Lender
Burton W. Hales, Jr., the brother of the

cand idate.

$5, 000 A Ch:i.cago bank, withl tle loan guaranteed
by Bur ton W.I Halcs , Jr. , the brother off
the candidate, and Daniel B. Hales, the
candidate.

S; 0 Daniel.1. aea the cand idat
-11 -f H Ie - -i i ...

$1., , 0 Lu.i r n tlie otr of tiL candidaLa.
1,11- .is hi lrnce y!t. due on a p or?;(in.

$3 , 0[ .,o t1i I.

S3, 0;0

BUIl€TON W7. JRI1S,,l.
"', : *' , " /.,1

SF#' •
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Feel ral El .... ( uruc"Ln

S eptcrber 1, 1977P;agcIe # 2

.leCgardin(f the a-bove $5, 000 .]oinI showinq an origiral loan date
of 02-1.7-76, please be advised that on February 17, 1976, the
camaign committee borrowed $10,000 from a Chicago bank with
Burton W. Itales, Jr. , the brother of the candida( t, and with
Daniel 13B. Iales, the candicdate, guntrnteeing lh ].oan. On
June 10, 1976, there was a balance due the bank of $5,000,
rcp.resenting the then unpaid balance off the loan. On .une 10,
1.976, Burton V. Hales, Jr. and Daniel B. Hales each paid the
bank $2,500 as guarantors of the loan because the campaign
comrlittee h.a insl [ficient cash to pay same. Both Burton .
Hales, Jr. and Daniel B. Hales then and now c].aim their $2,500

Irom the campaign committee and consider it a debt of the
committee. The conmit-tee still does not have sufficient cash
to repay these loans. The committee's current cash balance
is $530.76 which may be used, in. par.t, to pay some of the above
loans. The lenders intend to forgive the balance of the afore-
said indebtedness.

It is our opinion that the lenders forgiveness will not violate
17 the election laws since the loans were made prior -to May 11,

1976. In other words, it is our ominion that a mother and a
N brother are members of a cand.i date's "imLmediate family" as

d efi ned by the United States Code, it.e 18, Section 608, and
that the foraqiveness of loans made prior to May 1i, 1976, even
if the foreqi venCss is effected after that date, does no violate
the election la's.

It is out further ou- nion that the guarantee daLt.e of a bank
C loa n, e..iishe- the effective date should that guarantee be

.1 D.. lhedforethe :aynt of $2,500 on June 10, 1976
by the brother of the candidate does not voilate the election

, laws.

Your guidanca co.mnts regarding our opinions will be much

Sincerely,

/ [

. . - - _-- I---- -- -- 1-1 111-1 - -1 - -A 4,Arl &. . . , , , _ r,
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September 7, 1977

NOTE FOR PETER KELL

Please confirm, from reports filed by the
DAN HALES FOR CONGRESS COMMITTEE, the facts as
represented in the attached letters. Thank you.

Litchfield

Attachments



MEMORANDUM

FROM: SUSAN KALTENBAUGH 66

THROUGH: PETER KELL

TO: BRAD LITCHFIELD

DATE: SEPTEMBER 9, 1977

RE: VERIFICATION OF REPORTS FILED

In response to your requests of September 7, 1977t
enclosed please find the verification of reports for the

N . DAN HALES FOR CONGRESS COMMITTEE
FRIENDS OF NEWT STEERS

N4

(7%



House Te am

~0 ~t.9, 1977

DAN IIALES FOR CONCRESS

Ceneral Observations

1. Burton Hales was the original treasurer of the 
committee. He

was replaced by F. Chaloner McNair on Oct. 
30, 1975.

2. Burton Hales has received several small payments 
disclosed

as "expense reimbursement."

3. On Oct. 1975 report, the committee discloses the following

contributions:

Marian Hales 9-18-75 $500

Burton Hales 9-18-75 $500

See attached Schedule A.

4. Letter dated Sept. 1, 1977 from Burton Hales 
shows $5000 is still

owed to the Northern Trust Co. This has actually been paid to the

bank by the guarantors.

Daniel Hales 6-10-76 $2500
Burton Hales 6-10-76 $2500

, This money is therefore owed to these individuals. See attached

Schedules A & B.

N5. The outstanding balance owed to Marian J. Hales should be $2000.

See attached Schedule C.

6. The committee filed only 3A Postcards in 
1977.

Other Reporting Problems

1. Many expenditures are inadaquately disclosed 
as to purpose. The

purpose given is often:

-$ "expense reimbursement"
"services rendered"
"various services"

2. Small telephone deposit loans are not reported as receipts.

TWT-FIX



DAN. HALES FOR CONGRESS

LOAN

IAME REPORT

7 0 (

DATE
DAE AMOUNT nATF AM

7 2 2 )

Marian J. Hales 10 Day Primary 11-20-76 $3,000 2-13-76 $3,000 0. mother of candidate '

Marian J. Hales April 10, 1976 3-22-76 $3,000 6-38-76 $1,000 $2,000 discrepancy between repor.

Burton W. Hales 10 Day Primary 1-22-76 $3,000 -- $3,000 referred to in letteS,1"

Burton W. Hales 10 Day Primary 2-10-76 $1,000 2-11-76 $1,000 0 not on C Schedule

Burton W. Hales 10 Day Primary 1-19-76 $200 4-29-76 $200 0 a) $600 repayment covered
three small loans.

b) telephone deposit loan
._._...c) not in receipts

Burton W. Hales April 10,"1976 3-5-76 $300 4-29-76 $300 0 a) part of $600 repayment
bj appears in receipts
c telephone deposit loan

Burton W. Hales April 10, 1976 3-10-76 $100 4-29-76 $100 0 same as above

Burton W. Hales July 10, 1976 6-10-76 $2,500 -- -- $2,500 a) given to cmt to p,?, ban
b) letter shows debt)"', ow

to bank, not Buto
Northern Trust Co. 10 Day Primary 2-17-76 $10,000 6-8-76 $10,000 0 a) no guarantors discod

6-10-76- on report
b) paid with 2500 loans fr

Burton Hales & Dan Hale
which are stil-l,-
outstandin

Florence W. Hales 10 Day Primary 10-15-75 $100 4-29-76 $100 0 a) never shown as receipt
b) telephone deposit loan

Martha W. Hales 10 Day Primary 10-15-750 $100 4-29-76 $100 0 a) never shown as receipt
b) telephone deposit loan

House Team
Sept. 9, 1971--

REPAYMENT

JNT BALANCE _ COMMENTS

I

AMOUNT I)AT; AM( !



780 i~ r) 7)2:;)

LOAN

VMAM

Ann Richards

RFPATT

10 Day Primary

nATF

1-22-76

AMOUNT DATE AMOUN1
_______ I I I

$1,000 4-29-76 $1,000 .0 a) does appear as receipt
b) Te-leDhone deposit loan

Daniel B. Hales April 10, 1976 3-22-76 1$3,000 _ $3,000 referred to in letter' •~~~~a t e snows .. G .. . D-L S . .... e :

fl~nip1 R. Ha1p~ Julv 10- 1976 ~-1O-76 $2.500 $2,500
leter Snows debts owelto bank ldh

_________R______________- - - - -197 -1-7 - 2- - 500 '

M

REPAYMENT

r BALANCE COMMENTS
Nil r A MINT DATE AMOUN



Ai,:: . ' F FI:EDIIRAl. ELEL[CTION COMMISSION
•:~y, )A ') ,2'; K SI RI t" I N.W,1

"' W,5t IIN ION,I.).C 20463

October 20, 1.97"7

Mr. Burton W. -ales, Jr.

11 South La Salle Street

Chicago, -Illinois 60603

Dear Mr. Hales:

We have your letters of August 31, and September 1,

1.977, requesting respectively an 
opinion and guidance as to

the use of future campaign 
contributiols to retire past

campaign debts and the forgiveness of 
loans made by a member

of a candidate's family. I regret the delay in responding

* and appreciate your patience.

. Your letter of August 31, apparently raises the ques-

tions whether contributions to a newly organized 1978

canpcin comiittee for Dan HaLes may be used to retire debts

inclrreJ..with respect to iMr. Hales' unsuccessful 1976

pr imary c a:ii n ... This question appears to be hypothetical

since it is not evdcent that the 1978 committee will reccve

contrjbutions in excess of the amounts needd to der fay

expenditures connected with the 1978 campaign. It is pro-

"70 vided in ,112.1(b) of the Commission's regulations (11

C.F.R. §112.2.(b)) that hypothetical questions may not be

treated as advisory opinion requests. You will note that

§110.1(g) of the regulations provides that "contributions

made to retire debts resulting from elections held after

Decem,.ber 31, 1974 are subject to the limitations of this

Part 110."
With respect to your letter of September 1, it appears

that an advisory 6pinion may be necessary in view of the

. " that on June 10, 1976, you made payment pursuant to an

earlier loan guarantee which payment, of course, was after

May 11, the effective date of the 1976 amendments. Under

2 U.S.C. §437f(a) it is not appropriate for the Commission

or its omployees to issue any opinion of an-advisory nature

unless it is a formal advisory opinion issued according to

the procodures specifi.ed in the statute and the Commission's

.. ,,..
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regulations. See Part 1.12. I believe you have previotuslyreceived the Commission's policy statement issued on thesubject of contributions from immediate family members to a
related candidate.

If you desire an advisory opinion concerning forgivenessof the loan you previously made to your brother's campaign,a copy of the loan guarantee agreement executed by you andyour brother in connection with the bank loan of February 17,1976, needs to be submitted for our cons:i-deration. Pleasefeel free to contact me if you have further questions
concerning the advi-,,y Cpinion procedure.

S ince (gly 'tour s, /S y
N. Bradley Litchfield A
Assistant General Couniel

0
C

I,
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NHALES P OR CONGRESS
ROOM 1211

11 SOUTH LaSALLEJ STREET "
CHICAGO, ILLINOIS 60603 .

July 14 , 1978

Office of the Clerk "
U. S. House of Representatives
Office of Records fnd Registrstion
1036 Long-vorth House Office Building
Washin;iton, D.C. 20515

Dear Sir:

Ve would appreciate receniving; the forms necessary to file the
Ten ination Hepor for the I 76 c upaign of DAN HALES FOR CON3RESS.
We Would also like to seek your advice regarding the proper way to
show certain information on the Termination Report.

rl Currently M'r. Hales, t!h - acan1d3date, and hs brother each have
an unpaid ioan to t~he can,-Mg lfn co:47itee of $;,12.!6. The c npaignN committee h-.s no ".1nds nor does it expect to receive any. Thus it isour i--i'i ; o n na Ii ,L 4.'.:'e "*

ur .. t -.fil, with the Ter7inatlon Revort
that the tw,' ,712.16 loans hrive been foraive. end, in this 'cay,
cancel .- e debt that was shw,,I on Line 23 of the July 1Qth Quarterly
Report. Would this be acet ab2e or should the loan forE;iveness be

P7 reported another way?

A copy of the July 10th Quarterly Report is enclosed herevith
for your reference.

N rnank you for your assistance in this natter.

Sincerely,

F. Chloner Mcliair
Treasurer -"

• " Ihwe :



FEDERAL ELECTION COMMISSION
zII, o, 1325 K SIREET N.W

WASHINGTON.D.C. 20463

TlIS IS THE BEGIr~IING OF MUR f ' '
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