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The ~bovc-entitted controversy came on resul~rly fnr

t
~ ...-

""
~ I

_ ~ 2 r henrift!; befare the Labor C""""issianer of tl;le StAte of C"liforn;,.,

-e 3 ~ b~fore RICHARD x, D~NALLO. Attorney for "the: ntvrstox OF l...4T\OR

.1; STA~OAROS E~rORCE:·tENT, Dcp.rtf"lcne of Industr;:l] P.clations, St:tte
~

5 ~ of Ca 11£orni:\, :'1nd SpQCi al Hcarin,. f)f(- leer, Af)T'n i nted under che
/,

6 .~ pl"'O~iSions "of Secti.on 1'00.4 of the! 1.:,hor Cnde of the seaee ~f

'7 Cllltfomta, on Septemh~r 28, 197~. rc:tltiC".lncr W:lS f'T'~f;et"'t with

8 . his a"ttof'Tlcys Thomas ~t. 01 Franco, ~:O(1t" anti ni Fro1neo, and
!/ •

9 . t'espondents t~ere present wi th thei \" :I ttomeys, Tet"t'y ~ ce i nha r e n f

1U I Coho" and Steinhart. t.'tcnesses were sworn and examined, ".nd

11 ~ docu~entary evidence wns introduced; and the m2tter havf~~ heen

12:: .3rr,ued and sun:-:1i.tted fo\"' dccisiC'n An,. ~ftcr rlatihQration chereC")n,

13 J the fotlowtnn ~eterminnticn and a~nrd is ~ade:e 'I

14 ~ THE FACT$-..
Peticl.ona1:'s fif''\t met ftespondo.nts s("\l':\ecir.\o :It"ound

September of 1915. In ~ovember of lQ75, ~C!5ponccnt!' ~~!"l;e'!

17 for an Artists' :-!41n:lser llccn~e thrrn.l!",h the off!ee!' "f the 5r.1te

18 I.3b(\r' Corrm!ssinner. The. contr~et !I;\I~mtttc" for t'lT'f'rov;,l ~"::lS

19 ~ocJif"tacl by Hrs. H~rle ~I. "'ontt ~iho. ~t ~ll. ti~cs relevant he r o i n ,

20 ,"';:\5 Are:! Acl:nlni straco'r' in Chllrso of Sreci a1 Pr~~r~Ms and
;

21 . Licensing. Th:'ltCont'r'C\c:t was·~dmfttett into e.v1.dC!nce as l't~~ntifft

22 ~xhlblt 1.

23 On 3a"ua~y 2~. 1976, Reftrnndent~ ~ere licensed tn

2~ net:lS Art tsts' ~1"~,,~~<!r,,, wh {c:h t i c~nse WAS VA l';t th'r'()\,~h ~f#\l"c:h '\

25 1977. and aC :t1l t·r",os rclevnnt hC!f'ein.

f
I

\

·e 26 II/- 27,
'" '--;;;10."
-~ ~~-

'.

•,.

I
", .
"
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2

Considerable dispute arose and conflicting testimony

was adduced during the hearing ..s to when the Arc1sts' ~:.,"al;er

CcnCTact WAS executed by the rartlcs. On the basis of all th~

evidence ~dduccd. howeve~. the Labor C.~~issioneT finds th~t

, . Petitioners siKnod .," a~reement on .11lnuarv 2. 1916. ~ncl

6 !~esrondenes~ snmctime thercafter. but. in any cnse. ~csrond~nts
. ~

7J choso'to'alter the J~nu:l'l"Y 2nd d.:tte on Petitioner's .'1-' aum{tt"e'd

8
" _-&:~

l nto evidence to J:ln\I:'I~Y 20th 50 as to ee t ne t «'wi th t",'! n~tc

9 th~t the license WAS issued.

10 . Furehel"more, notice fTom "rs. ~1ontt indlC:C1tin~ t"tAt

11 the license had been issued could not have becn sent e~Tti~~

I

I
J

. I•
~Ptree~o"t~ ~crc, I

;
othe!t'Rather,

Mo~eove~, the only contTaet appT~veu hy the

~~hol'" Commissloner was Petitioner's ~~tt at least as far ns the

p6lrt ies .to thi s c:ontovet*sy are concerned. Th.,t a~~ee"'e"t \o:'&1!:o

19 fr nover executed by the! part ies •
•

18

12 than the date of its issunnee. Of this. we tnke Off!cinl ~nt\cc.
. . , .

loS: Accordin~ly, Respondents' i.nsertion of the J~n\lc'TV 20th u:"tc!
. ~ ,

~4 ,,':s conclusive t~ this Officer, that the A~rcc~ent (PctiCtn"er's
~

....... 15;' .~4) was no~ mutWitly executed by the part tes suh~et'luent t e the..at
"'16' liccnsin3 date.
-.. I

,1
1'7 "II

Petlttoner 's ~3.4.5 and 6 -- the latter nf which wns
I.

20 I' tn wi t:
~..;;...._........

21: the agreement ~f OCtober 29, 19/6.
•~
I'·22 ~: Sometlme around ~Iay of lCJ76. at dispute arose bet...·cen
~

23 ~ the P0'f't ies where tn a meet ln; occurreci hetwr.C!n them anti ~!t"s.

"1 t·24'~' on 1. Upon rTesentinc the Petitfnner's H4 And SS to her, n~

•
2e .i,

e 28 '
'1

.. :1
- ?:1 .-1• --

I'
r~~......
..... "II ••... .. .. q

"

they were Infol"mC!d· t:hnt these agreements m:tterial1y dtfferecf.
from the one! submitted for &pp~ovnl dated Nnvemhe~ ~, \q75

(Pcttcloner'A PI'. and this Henrln~ nffleer ~~ frnds.
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1

2 . was filed seekinc a l"esolutlon of the rtghts ..nd oblf~atft'ln!;

"
.

.. 3 among the pArci es •. n\lt"ing the penc1el''IC:y of these pT'(lceeci;,,~~,e
the evidence revealen that under' thrl!4C of inteT'ferin~ with..

~ I a recording cont~nct hetn~ negotiated hetween Petitioners ~nrl

--4':'

113

advanta~e with Petitioners in attemptjn~ to have Petitioners

the dctobcr 29th ~r.~ecmcnt, Respondents ;\tteMpted to T'lUrch:HH

8 Capitol Records, I~c., Cross-Respnndents nnmcet hc~cin, nesrnnrl~"ts., It r.. lue ed' Pe e Lt i.,ner 5 ee e" ..c~te yee IInother' una I':ornv..:1 en"t r"e t

8 I d:'lCe? Octoher 29, 1976, which I'u~portcd ee be a "seCt le,.,cnt

9 : agtep.ment," wherein lhe parties' re 1at i onshi p would te't'm1 nn te ,

1
101 1~ s~ve that P.csrondcnts would continue to he entitled to cert~in

rnYALties or conunisstons, which would inc:lucia sums dCT'iverl tt"om

12 M the contract hcing then negotiated hetween Petitioners nnn r.n~itnl
;,

13~ and whic:h was arparent11 later exac:uted in Nove~h~r of lQ7(..

-14 :t The evidence fU1."ther rev~:tled thCl't 'Petit1nn(!~!IIi nr.ith(\~,., / .
-. 5 •

15~ lnsti~acerl nor partici~ated in these nesnt!~tt~ns peTtn!nin~
At:
91S"j: to C;trito1, but did, howe"er, contrihllt~ n eon!;lrl~Tahle S\1~

" "j
17 . towa-:-ds the e eca e ten of & master t:tJ'e f'r'(,)r.t whfeh l'etitirtnp.r'lIi

..~
18 ~ first alb'L~ wns being recorded. The evidence further Tevc~lerl

I

19 ~ thA t :he 0"t oher 29 th A&reement ( Pec t t i aner "s ", l WA 5 e xe cuerel

20 Iby the Petl eioners under threat by Resf'nndenc P_'ymundo th.,t b'!

2i. ·..roulc1 inform CAr1tol that he had sonae lnterC!st in the mnney tn he

22! recei.ved by Petlt1onet's, anet that such" co~plf.. c:ntfn~ f:u:tt"T' m!::ht

,'- 23 1ve ry lie11 have ca""ed II breakdown t n n"lIot {II tI nn" between

26 j Petitioner" and ~~I'ttol Reeords.

2S I As n further attempt to 5CCUt'!! n "hcst:'\s;e" or h~n'1;a i n i nr

'. Hi
rr f s I lin

::J._. :j .
~~... e·u. ~
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DECISION ANn AWA~n

#

lleenRO the!'~fol" from the Lahor

t~hor Corle. Seet; en \ 700.5 (o"1l'hfll S {" sUr'"l let» •

IS AN ACREF.~t ..:~"T F.XECUTED nv TilE PARTIES 1

WHlen IS NOT APPROVEI) nY TIII-:. l.AnnR
ca,L.., ISS lONER 1 VOID?

DOr.S THE l.AROR CO~I:·tISS to:-:F'~ HAVE THE POHER
TO "UARD EXF.~1PLARY DAHACES?

IS AN AGREE~ENT EXECUTED BY THF. PARTIES,
WHICH IS NOT APPROVED BY THE LABOR
CO~MISSION£R, VOID?

II

IF THF. CO~'TRACT BET\.JEEN TflF; PARTIES t s
VOtD, IS TifF. r-1ANACER ~EV~R"t'I·U::'l.ESS ENTITLEn
TO RESTITUTION FOR StJ~~S r.Xt'~NDEn OR FtTTtTRF:
COr-t·tISS IO~S OR. FEES?

III

DOES TUt. 1",\ROR COM:-llSS IO~r.R H.~"F.: JtT~ ISTHC
TION OVER A PARTY l,HO IS ~!F.ITHE~ AN ARTIST
NOR A ~1A~1ACEP.?

\~e heatn with the prernisc that "ne T'erson shAll cn~4~C!

in or c~n:ry on tho occupatlon of an ArCists' ~t"n:\~e'l" withnut

..
rev i.C\~ the cloC:Urt'lcnt be:fore exec:ut f on ,

ISSUES
1

,lII the master t:sre previously t'efC!'t'~Qd to. ~1!'. R:tymundo :tdfTI!ttcd

..... 2 ~ dur!n; the hcnring that he wAnted the calia far._ II sec:uri ty. It

• 3 !At the t lme ret it loners s Lgne d the. o~tobe r agreement ( ",h i e h

'.1 W.1S prepared by RCS{'('Indc:nts I atc:ortley), they were Cr.'If.ll'ult i cal Ly

discouraged hy ~h.t , Rnymundo from h:lvin:.; PetitLcmcrs' ctttnrney5

~

7'

8

9

10 ~

11 ~

12

l~
I• ,.
I

........ I-

15 ;'6 ~
"

1" II I
I,

18 1
19 I

"

20,1

21'~

.·22

~ 23

24-,
I

28 ;
~

..... J fIrst J'roc~rin3 A

7 let· It2 I omn SsLoner ••••
,.__ I •

'.-"...... , ..,..
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1 The evidance rrevinusly dlscus••d, clc~rty Illustrates th~t .
•

2 If for no other renson. since tho ~~rtie~ entered into an Artjst~l!

- 3 :!"n4ger' 5 agreemcn~ flrf or to the is suanee t) f the! t i cense , ~

5 Moreover, t'\(~ ~g~eement entered into ...·".5 n~v('!" "l"I"t't)v~rl• 4 wlt:- January 20, 1976. that a&rea~e"t is InvAlid •

Acc:ordinr,ty, ehe Labor Co~issionet' finds thAt heC4\HSl!

f) hy the Labor Co~isstoner as requtr~rl by-L:1hnr Cnde, ~act;t"ln

7 170.0'.23-. Further, c:on~racts ,,:hfc:h violate ehe (lice 8t'e vnid

8 (emphasis supplied). nuchwald v. SupcrioT' Cout't, 254 C.A. 2ei 347,

9 351; 62 Cal. Rrtr. 364 (1961). And despite the fact that

10 Petitioners thamselves entered into An 111a~~1 a~rcementJ

II "artists, bein~ of the cl3ss for whnse hcnefit the Aet: \,ms f'):tsscd,
.

12 lare not ordinArily c:ons'ldared to he in "~ri de Lt e t e ;" (c:i,t"'Cions

13 omitted) Ld ,

14

......e USI ~he Respondents- a t t empccd to oper:1ta under ~n aSl"eement ....., i ch
. ij16 lI~as not first a~~roverl by the L~hor Comm{s~ioner, any rec;t~tinn~

• 17 1or co""nants th~rein contained which voult! Clthe-rwise entl e t e

18: Res~ondent$ tn foes (")r commissions nr any I'toney whatsor.v('t" a r e

19 null and voi d.

20 The first asreement signed by the ptlrties in .JC1n l UI l"Y

21 ~Of 1916 botne .vot.d, the subsequently eXC!~"ttod··tt'lder" (Pet(tinn~r':

22 ~ !#5) f s also void, sf nco ft. too J WAS not apl'roved by the t.Ahor

23 1Conmtss1onct'. .

~4 ~ With rQa~rd to the October 2qth a3t'eement, since it
~

25 ~ is unlli sputetl thnt. it ~·2S not ap~rovC!cI ~t.therJ I ts p.ssA~e fl(")ws

28J In the same tido AS thAt of its ~TedQc~S5nrs, and fnt' th!~ rens(")" •

• 27 !tho L:lbot' en... I 1'. Inner ncod no t pass on whothe... I. e w". ",.;.1

l '
,~. !~i .

,.." ..



-.

.'

voidable on the sro\,lnds of duress ..,r undue influence.

Respondents contend th~t they suffered detriment,
.'

S because tn signing the October agreement, tnoy foreh"~r. f~o~

• I secklng t~ enfol"ce the ~lanagement· agrnamcnt 0 r J<Jnuctry. ".tlt' t i,

5 w~ll estnb1ished that "tf the claim th~ent~ncd to ~e enf~~cerl

•
6 . is ,",o-rthless t a p~ol!lise not to attemf't tn I~nforce e e to t'f! fra i n

II • •

7 from m3kin~ trouhle concerning it is nnt ~ cnn~ider~eion ~ac~F.~iz

..
8 hy ,the law as va Luabt e , It City Street Imf'lt"C'wa..,flnt C('lT"';,\.1"V v.

9 FeE. Pierson, lSl C~l. 640, 651 (1919).

10 Accord in~ ly t the October II set t le:-r.ent e r te':T.1in,q t ion'"

II aBreem~nt. hnvin~ 3S its o~igin the void J~nupry 1Q7fi A~r~~cnt,'

.12 i.t then too, is tainted wtth the snme f1uil1, :IS it were: ~esnon

"l.3 ~ dents could not have relinquished chat which they nevc r had ,

14 ~ since under no theory undet' the 13w of th i s State could t~ey
is j have prevai led under the void January as;rea:11cnt or its sllb~(!,u~nt
• J "

16 ~ rid~'r. Petitioners attempt protection under :tn umhre11.,.-thc

111 f~hric of which exists on that of anochc'r'~.

isl Nnt having, therefore, t'clinC1U'1shed anythinr" Resf')onde.n
I

19 ~ attemptlnn to secure benefits from an a~reer.tent wherehy C111

.20~ nf theLr obligations to Petltioners w@re tc~ln~ted A~d ~~;ch

21· ls not based·upon services or wor~ rrevously ~erfot'med -- f3lts

22 : fer lack of consideratlon, and is void. frl •-
• 23 leSl'ondents !urtheT contencl that the Oc:tnher ,'~T'eer.ac:nt

"24 ' was not .~ ,\rtlsts' "Illnager Agreement t but raCher, It WIIS a

"25 "settlement agreement"; that it souJ;ht to terminate the partic5'...
...,L
I tlca..- .
.. :a ,.c .-

,
relationship, ~lt th~c only agreements which look fo~val."rl.
It relationship 4TC covered by the Act •

--7-
11 ~
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•

:I' should be liberally construed to effec:t ch.fr objects .1lnd

~ suppress the m1schlef at which they aTe dll'ecterl." Cc:ient1~ns.
4 om! teed). su[!rlll. !'uchwa Id at 354, ~ot'envct". "i tis a f\lF1<lo1ment" 1

5' prlnciple of lAW that in determlninR 1"fahts a~d nhlig:ttlonl.

• substance prev4ils over t'orm.ltid. J at 355. One cannot ,'ccnm1"lish

7 a subtet'f'uge by labelIng a c:ontt":Ict ono way so AS tn clt"c:,,~v~nt
i ~~

8 the ~tatute; it is tho substance ann not the-rorm which r.ov~rns

9 ~••••"the 1.aboT' Commi•• loner,,(sic) t. free to seArch out

10 tlleg~ltty ly1nS bohtnd the fo~m in which R trnnsaction h~s been

•
1 Howeve~. 1tis e. tabli sheel thAt "Re,"cti 1A 1 s t ... tute!'

.
11 cast fol' the J)\lrpOIC! of c:cncealinB such f 11e~ali.ty. (e t tntfon!O

12

13

omt tted) ld.-
Here. the Oc:tober 29th a~raement attempted to !~~nsQ

..

e 1'" cQrt~ln l'iChts :lnd obligations which. intf''1' ~1fn. rurT'n\'"t"et ee
~ U

•
15 ij "ssi~n r1gktH to Resrondents of fees &enC!l':'ltod from Petitioner's

-'" II. h bl h f16 " rQcol"~11nRS \ltt tout eltA is In~ any nt'll {r,:"It! ons (')n the rart o tlll
'\ ~

. 1'1

1

1Resl"0ndents. Such ~ contract smAC~~ of oV('t'reaching anel uncoe-

i..' scionllt?i11ty. and (. the very kind af agreement that the Ac:t see!<!

19;to rC8ulnte. If Respondents wef'e able to clrc:umvcnt re~ullltJon by

20!merely call1n~ 8ft L\g-reement with an artist one of "settlement".
II
'I

21~thC! Act could be thwArted tn·every case whore such ~ f~ctlQ

221' c:h4ractarlant'[On Wf!~e ~Pf11led. p.csroncJent'~ c:nnt~ntLnn f~ nccnr

U: dtnr,ly. morltla.s.

24 1 Because wa fLnd the October 29. 1976 n~reem~nt n15n
• I . .

~25' void. RelpnncJonts.nro not entttled tn any ~nftoy which ~thorwi5e

.-e
.e

21 ~ ~o",ld hnvo boan dc!"tvcd !I'O'" ft. t\ccot'dlnr.1y. WQ noad nne ",,,"s n~

2? whether the purpot'tcd l,•• tln",cnt cr'rnt~d Any rtr.hts ow(nr. tn

.. ~..r r _ ..
. a I.'.'... -s-

·llG



•
•

1 . R4spondents. since ehe foundation upnn whtch t e rests suffers r:h~

..
II

• •. IF THE CONTRACT B~~££N THE PARTIES IS
VOID. IS THE ~IANACr.it NEVF.RTH~:l.r::SS F:1\Tt
TLED TO RI::STITUTION FOR sm-tS r.:<t·F.~T')F.n OR

~ FUTURE CO~:'IlSSIONS OR FF:ES?

fatality of illeea1Lty.

.~'

All agl"ccmants executed hy the r~rti~~.wr"1; heen f ourul.
void. Respondents are not entitled to any money whatRaever. nor

9 may they recoveT SUMS. albeit expended on beh~lf of Pecitton~rs in

10 good faith. SUp~A. Ruchwald. at 351.

,- a

• S

..
5

41 r.,
8

'II.

III

IV

DOES THE t.AnOR CO~·tIS~ IOr-:r:;R HAVE JUR IS
DICTION OVER A PARTY \.zHn IS NEITHF;P.
AN ARTIST NOR A MANACER?

Ac~ordtnGly. Capltol Records, Inc. is herohy ~fA~ts,c~

Tho A1't lsts' ~tAnAr.et' A~t express 1)' renl.1Ates th~

DOts TK! LABOR CO~t1tSSInN~R HAVF. THE
POWER TO A~ARD EXEMPLARY n~~~r.r.S?

" ••• "nrlcr a cont~4ec with tho Artist
a;y which IlUch person c:ontr:tct8 ee r'onflc::r

.serv'coA nr tho nature nhovc-mftntfono~
to such Arttst." (emphnsis supp~t.d)

11

12

15 ~ ~'ana~er Act

• 1~ ~ A.CC~;d{n~lY. the Lahor Commlsstnner hAl no jlJrf.clicC:f~n nVQr
r. .

~'1 ~ Cap! c:ol Record •• Inc., since no evld~nc. was· #l(lftuccd .,t the

18; heartng 1ndicntin: thotlt was or funct10ned 1n c1.~her Cllr,1ctty.,

19 ~
~

20': tl"om th!.s proceocltne.
~

21 .:
"!

22 ~
a~ J
8-& 1

[ Art Js cs' N«n"ccr:.
~,

•,
28 J

~.
21

·13 It

.~
~ 14 ~ This Trf.bunlll takes Offlcftll Noticr thtlt thp. I\~tist!ll'

•
ts concerned only wi.th Arttsts and th~{r 'tnnngnrs •

.Ac."',.-
~ i .

. .
• -9- .. -



I
~ Howeye~. Rc.~ondcncls C~o••-Pcelelon sounrls 1n Tort fn th~t

2 1. ~ plead. for e'Ccmpl;lry damage. on tho r,'r·ounds n f an 4l1e~ecl.- .3 F'r:2udulent foUsrapr.cscncitt10n on th~ pllrt nf the Arcist. Th~

• 4 Labor Commis"toner derivcs his nutho'rlcy hy .t"tuta. "nd the

5 . Artists t ~tanng.r Ac t provides no authority to fnclllt~te ~w"rds

°
6 for Ruch act tens. ° Nnr are w. Aware nf Any r~~~~tp.d case w~ich

° I..
.. 1 h:\i s:one fut"thor thnn to aWArd :\mnunt, II. dnm.,r,os fnT' !"l-rc... ch

8 ' nf ~ contract. An Rw~rd for runltive d"mA~es arisin~ frn~ Tort

9 ti, therefore, beyond the scope of the Act. Accor~ln~ly, th~

10 Luhor Comm1ss t enee h:1S no jU'rlsdict lon to mAke such ~wAl"(19 t

I/!
II/
III

III

III

III
III

III

•

.'
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.u Iand the relief \"equeseed by ResponclQnts f s , there forI:! • c1C'rtf ert.
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