
TO: The Commission 

FROM: Commissioner Sandstporn 

DATE: September 2.9, 1999 

The Kesponc’,ents in h4UR 4256. the PJ’u”u’C and k!.;sley Barbour, argue that the trit?siictions 
cuirmnating in rhe receipt of $1.6 rdlion by the ANC should be \liewed a5 individual and separzte 
transactions, and nor as a single trmsaction * ~ l h  more than one component part. 1 have provided 
th is  memorandum tc? show thzt, based on the ACi ma nlimcrnus federa! coups decisions. COUKS 

ivouid not reach the same conc!usion I b e g s  by amivzing the arguments made by the 
Respondents 

1. TRE RESPONDENTS’ .4RGV.!FtlEKTS 

A. The R4iC’S Brief 

The RI\;C argues in its brief that she payment 10 the WC. a d  the bank loan to NPF. “must be 
[rexed as iivo drstincr transactions ” RYC Brief‘ a! 3; I n  ~ u p p ~ r t  of this ar,pment;  rhe RNC 
cites two closed kKRs and to the “ieiichmg of &&&y ” Id ar 3-3 and 37 

Citing hWRs 4000 (Fisher for Senatej and 4; 14 (Shenilan for Congress), the LVC argues that “ i t  

wouid be contrary io Comission precedent for the Comnuss;on tu approve OGC’s theory that 
two distinct transactions shouid be collapsed and rreaied as one transaction ” Id at 33 The KNC 
a!leees that in hPLR 4000, “the Commission refused IO authorize an enforcement action based on 
a theory that a set of contributions to differcni !campaign commirtees should be combined wth 
vanous ioan repayments to construct a con:ribution to one campaign that would be in excess of 
the 51,000 ceiiing imposed by tj441ajf) ‘The FEC General Counsel, and the Comnission 



Thus is a missxaxement of the reasming found in the cited &nerd Counsel’s Reports, and it is a 
mischiiraaerization of the Commission’s decisions in those ML%s 

Ir. the Fisher rnatrer, the “.S@ filed a cornpiakt against Fisher and the DSCC based OR what the 
NRSC termed ”money iaunden.yg” or “ilkgal e m k r ~ g , ’ *  for the purpose of evading 
contribotion limits A. corporation. Bcks ,  Rltise. Tare a id  Furst, hc . ,  dong with Fisher and the 
DSCC, mailed a solicitation for conrnburions to retire Fisher’s debts from earlier campai-ms 
Fisher p a a n r e e d  th2t he would march every dollz contributed by a new donor fcr debt 
retirement wirh his own persond funds Fisher’s personal funds wouid be contributed to h s  
current genera! election c r n p a i g ~  

X.ecommending no reason to believe, the Geneial Couns.el reasoned that “each of these types of 
contributions is p:.; nitted indkidml!y under ihe I tc : ,  and they are not ~~Q~~~~~~~ co8lestiveliy.” 
hlUR 4000. FGCK at 13 (emphasis added’) 

The General Counsel considered whether each of ?he individual contributions constituted 
violaiions in arid of thnse!ves and whether the transamions were prohibited collectively. Id 
Therefore. it is simply incorrect :G s1at.e :har “the Commission uiilnrtlrnctusly m i d  that otherwise 
laidi.~l( transactions should i:ot be collapsed ’‘ Rh’C Ariefar 34 

:vKX 4 3  14 involved 2 personal loan from ii cair:dida:e ~Siiern.ai) to his state campcligri accoun:. 
prior to h:s becormng a federz! carididace Some:inir before the generd election. the stare 
cormmiltee rcpaid the debt 10 Stierr?.zr, S h e r m n  ;mried!areIy loaned the mr3:iey to his federai 
jxincipal campaign comrmttec Beisuse the 5tatuze an:! i-egdarions prohibir transfers of furids 
from Siaie Io federai candidare commirrees. rhe conpla!nani alleged this was an illegal conduit 
contribuiion. wirh Sherman hmselfacring as !!le coridur: On advice of the General Counsel. the 
Commission found no reason io believe 

, 

.Again. the i t u C  misstares the Commission’s d e c s o n  when i t  claims that “the FEC agan  focused 
on the objective realiry and rehsed IO collapse a set of lawful transactions ’’ Id at 3 5  Nowhere 
in the Repon did the General Counsel d:scuss whethe: cr no: to collapse a set oftransactions, and 
in fact noted that “ th r  funds were legirimxeiy !caned to the norfederal comrmttees before the 
candidate decided to nin for any federal o8ice ‘. \lLX 43 14. F K P .  at 6 (emphasis added) 

Convan. to R h C  assertions, the Comrmssion looked ai bo!h the individual transactions and the 
factuai circumstances surrounding the t ransxi ions  in reachirig i t s  decisions Kcither case involved 
$441 e. and neither  car^ be deemed “6r;mimssion precedent” because, in recommending no reason 
to believe. OGC neve: suggested, nor did the Comrmssion adopt or rejec?, any particular legal test 
or theon  



2. The “Teschklg O f  Buckiev” Argument 

The RNC also argues that “‘it wou!d be C C X I K ~  to the temhiag of  for the FEC to accept 
the General Counsel’s recomendatian based on a theory th.at two bstinct ta-ansamons should be 
collapsed and treated as if‘ they were one rrznsaction *’ %YC Bntf at 37 (emphasis added) 
Acwrdlng to the LhC,  the “the e ~ ~ h i n g  of  €&-&$ refers to the Court’s emphasis generally on 
“the need for bright lines when iliterpreiing the FECA. ” Id.  

Contrary to the R3C’s assi;niun, the application oftj441e in thus case does not rely “on a vague 
and shifting subjective theory that wili blankei [] [first amendment activity] with uncertainty ” Id. 
Congress obviousiy :ntcnded that $ a l e  apply TO fcrci-gn contributions passed to a candidate or 
corii~mnee through another entity Section 441e applies where a foreiga “contribution of money 
or other thng of vaiue” is made “dirrcriy or ~hrough crppy other perso n... ”‘ 2 U.S.C. V l e  
(emphasis added) Without inclusion of the phrase “or t h ~ ~ ~ g t !  any other person,” the prohbition 
on contribuxions from foreign nationals could not be enforced against inchiduals who provide 
foreign - funds IO a recipient not covered by 444 I e, who :hen makes “permissible” contributiors tc 
candidates or c o m i t e e s .  Therefore, application of 544 1 e in circumstances where a contribution 
is made indirectly is appropriate and is neither vague nor uncer-tin. 

B. Eaiey Barbour’s Brief 

Barbour’s Brief relegates to footnotes the arguments made by the RNC. Cithg the same two 
3fi~?bS Barbour states. “[mjorcsover. to ’coilapse’ ttr snquesrionably h&! parts of this 
trarmctlm 50 as to deem :he traxsxtion as a wnole iilegal would clerulv be conzrusy ?o both 
fx:darnen:ai famess and pas! Coirn;issii.n practice I’ Barbour Brief at. 2’7, h. 29 Barbour tires 

. .  
I 1 0  C O i i l 7  dec:srons in s u ~ p c r i  of these asseriions 

11. 3 SlYGLE TRXNShCTlON 

! \vould arFw thar the so-called “iwo dlstinct xansactmns” are i n  lac! a single transaction I refer 
a g a r  to the i anpaee  of 9441e - “1.t shall be unlau6.d for i. foreign national direclb 01‘ through 
u t r ~  orhcrperton PO make any contribiirlon of n:oney or othti  :king of vdue.. ” Secnon W! e 
~pec i f ica l l~  app!iees where there has been an indirect foreign Contribution IO a committee The 
parties from the beginrung intended that the  hinds reach the RXC. and in light of the unambiguous 
language of the statute. it is not necessary 10 ”co!iapse“ the transactions 

The evidence clearly shows tha: Wdey Barbour. Charman of :he hVC. solicited a foreign national 
for the loan puarmtee for ?he express purpose of providing funds to the Wc in time for the 
November 1994 elections. What followed that succesjfi.ll soiisitation were documented legal 
agreements berween the parties - the transfer of funds from the foreign national, the bank loan 
which earmarked S! 6 million to the RNC. the subordination agreement between the W C  and the 
bank (whch provided that the RNC would not seek any repayment from NPF whiie the loan was 
outstanding). and the transfer of funds t o  the RNC The loan. subordir.at:on agreement and 

! 
! 

! 

! 
! 



transfer of’hnds IO thz RNC were each done ~n fiiC ccnrcmplation of the other, and €11 hull 
consulmion between the panics 

Tne documentary and testlmumd evidence !nciudes 
- 

* The Credit m d  Security Agreement dated IW1394, and the Subordination 
Ageemen: b w e e n  the RNC and Signet d a t ~ d  IlO!fJ/fii4, in whch  

% I  .6 rnjlljori was earmarked for PAC 
rhe KXC agreed to ponponc and subordinate any indebtedness of 
borrower to the RNC uxil the Bank paid in hil, md in whch the Bank 
ayre:rs 10 pay $1.6 million out af ,the proceeds ofthe loan a s  defined in 
the Credit and Security Agreement 

9 

0 Richard &chards’, former KNC Cha i .q i a  discussions with Barbour about the 
nctd to repay loans to Ihe ICVC in tinye for the ’94 elections, and Barbour 
aslung abour, as Barbour pun i t  to hchards, the “wel! to do Chnese fellow” 
associated with .&chards who nGgh: loan $3 million fox. that purpose kcha rd  
&chards, Deposilion at 59,  senare ’resrimony at 106-107 

4 Haley Barbour. RVC Ch;llnr;a;i, wmes a letter tci ‘Young in Hong Kong, wrih 
“encioscd facr sheer abour hTF” that ‘‘WF would like lo refiriance i t s  debK 10 
the RNC via a 53 5m bank Ican.“ znd that the GOP could win the Sen:!te and 
House, and ihar rhe ILWC IS increasing I t s  budget, etc Lene: from Haley 
Barbour. to I’oilng, 8i‘30*94 

0 In a h e r  from Barhour KO Benton Becker. Ycung’s counsel, Barbour nates 
the %2 1 militon debt :e the RNC - ?he exact arnilurit Young then suppiles as a 
.- euaranwe Letrer Piom Barbour to Benron Becker, Young’s counsel, 8/30/94,  
KVC letterhead 

a in a. letter Siom Young to i.ialey Barhour, Young wntes  ‘*We prefer to  give 
to the ~ e ~ ~ ~ ~ s ~ ~ n  party ... f l  not possible, we are willing to consider the 
suppan cjf %2.‘tm which is the rimoi,intyosc e - q w ~ ~ ~ e d  is urgently needed ...” 
Letter from Young to Barbour ai RNC S i 5 9 4  

a in two ietters Earbour a m e s  to Young m Hong Kong, thanlarig Young For tus 
help Letters fiam Barbour :o ’i’oung 9/19/94. 10ii0194 



Becker. Young’s cowmi, was drawing up papen for the $2 1 milhon S ige t  
loan and Young ~ Q M  guarantee, and negotiatikg the t m  with Norsmss, the 
RAT Qraeral Counsel Becker Qeposition at 38-40 

0 Voicansek directly informs Barbour of foreigz source o f f u ~ d s  Volcansek 
Depcsirion at 106- 104. Barbour calendar 

The loan, the subordination agreement and rb.: transfer of h n d s  to the RNC were dependent on, 
for the purpose oc and virtually contemporaneous with each other. As will be discussed fbdrer 
b e i w ~ .  each p m y  to the transaction, inciuding the foreign nationid, intended that the RNC be 
provided funds in time for the November I994 elections. The loan, the subordination agreement 
and the transfer of funds to the RNC were, rherefore, interdependent pans of the same 
transaction 

Even if we find it necessary io ensape in tkc fiction that th is  transaction consisted of TWO or more 
separate t ransac~icn~,  C O U . ~  i?ave adop:cd 2 number 3f tests to determine when two or more 
steps should be treated as one Courts have dsne This t~ prevem similar ead runs around statutorg 
provisions This IS called the S ~ e p  Transaction Doc:rine; and these t s t s  are widely used by 
courts 

A. The Tests 

Bnefli described. these tests are 

The End Result Pest 

Courts will c~a~lhkne t w o  or more closeiy reEared ~ r ~ ~ ~ ~ ~ c ~ i ~ ~ 5  into a siirgle transaction 
when the separate events appear to be ~ ~ ~ p ~ n ~ ~ ~  parts of  § ~ a T l e ~ ~ i n ~  undertaken to 
reach a particular rtsuit. 

The lnrerdependencr Test 

When i t  i s  rrdikely that any one stpp wouId have been undertaken except in 
conremplatic~n of the other integrating acts, courts disregard the effects of individual 
transactional steps. 

i 



B. Legal Authority 

1. End Result Test 

The end resuk ie5t combines "into a single transaction sepxate events which appear PO be 
conponent pans OF samethng undertaken to r a c h  a particular result." T'e I!. US. citing 
Asmciared WhokSalE Grac i .~~ .  927 F.2d at 1523 and KomaiM v. Commissioner of l n r e m l  
Reveme, 137F.3d 1231, I235 (!O'Cir. 1998) 

Xf the COUIT finds that a series ~f ciosely related steps in a trmszdon are "merely the means to 
reach a panicular :esu!t," the i l ou~ !  wil; not separate those steps, but instead Treat them as a single 
rransaciior, 7me v. U.S. citinz ,ikrnmha Cm 13 liriis Co. 1'. Crmmissroner. 214 F.2d 685. 691 
(5 th  Cir 1954) 

..- I'he taupaver's subjective intent is especial!y wlevani under this test because it d u w s  the court t o  
determine wheitier !he taxpayer directed a sene5 oftransasrions io zm intended purpose " True I,. 

L'.S citing .Brown v. U m e d  Srates. 7 8 2  F 2d 559, 563 (6th Cir.198Sj ("[elnd result test" for 
dereimning when to apply "step transaction doctnne" makes inlent a necessary elenrenr for 
appkat ior  of doctnne) 

The intent the c o w  applyrig the end resuit ~ C S I  is not whether the taxpayer intendcd to avoid 
taxes irme I*. U.S. citing Gregory Y. Helr.errr:g. 793 U.S 465, 469 (1935). Instead. the end result 
test focuses an whether the taxpayer intended to reach a paniccrlar result by structuring a series of 
trmsactions in a certain way. True 17. U.S. citing King Enrer.x. Imc. v. United Smes,  418 F.2d 
51  1 ,  516 (Ct.CI.1969). 

"The individual tax sigrjficance of each step of a multi-step transaction is irrelevant when, 
considered as a whale, the sicps arco~~pl!sh but a single intended result . " Tmf v. LIS. ciiing 
Creri.dtuw 1'. 1irrriedSrare.r. 450 F.2d 47ZT 475 ( S t h  Cir 1971) 

I -. 



2. Interdependence Test 

Appigrlng tazis rest, courts disregard the tax effeas ofindivklual transhonicl steps $“it is unlikely 
that any Otye srep would have been usrdertaken except in c o n ~ e ~ ~ ~ ~ ~ i o ~  Of the other integrating 
ans’’Kuper v. Compniss~oner, 5331.26 152, 156 (5th CiP.1976). 

‘“The interdependence test relies to a lesser degree on the taxpayer‘s subjective intent than the end 
result test. It focuses not on a pmictllar result, but 01: the ~ e ~ ~ ~ i o ~ ~ ~  between the individual 
steps and ‘wkether under a reasonably objective Mew the neps were so interdependent that the 
legal reiations created by o x  of the tmisanions seem h i t l e s s  without completion of the series ”’ 
h e  v. US citing Kornfeld, 137 F.3d at 1235. 

Ths test “requires an inquiry as to ‘wherher on a reasonable inrcrpretarian of objective facts the 
steps were so interdependent that the legd reiatisns c ra t ed  by one t ramchon would have been 
h i t less  without a completion of the series ” Assocmed FhaI~.wk Grocers, 927 F.2d at 1523 
citing Paul and Zinet, “Step Trrmsactions,” Seiected Studies in Federal Taxation 200, 254 (Zd 
Series 1938). quoted inKmgEnterz., 418 F2d at Si6 .  

3. Binding ~~~~~~~~e~~ 

Tms nas been called the most restrictive of the three cess 5ecurrg hdusPJd hiirance co. v. 
L’.S., 702 F 2d 1234. 12.15 (5‘Cir 1983) 

The Supreme Coun enunciated this stzndzrd in Commimoner $9. Gordon, 391 U.S 83 (19hE), 
when it rehsed t o  aggregair: stock drst:ibiitions cjccurnng severaf yeus apm far tax purposes 
’The Court conm.enrcd thar “if on2 t ~ a . n ~ ~ t i ~ n  IS  to be characierized as a ‘first step’ there must be 
a binding cornrxkment ?o take the l a m  steps ” Id a: 96 

Thus the ”binding commitment” test reqsires telescoping srvma! steps into one 
trmirae:ion only if a birding commirrnrnt existed as ro the second step at the time 
the firs: step was taken Subsequent decislcns, however, have tended to confine 
Gordon to i:s facts The Seventh 6Tircu:a. for example. has ccnduded that lack of a 
“binding cornmi:rwr,t” should 3(: deicrrmna?ive onl!, in cases invoivhg multi-year 
transactions, in other siruaiions. the presence or absence of a ”birxiing 
commitment” is simply one factor to be considered See McDonuMs Resraurunrs 
1,. Cammtssmner, 685 F.2d 520. 5 1 5  (7th Cir 19Ei2)[ciiation ornanittedj 
Sirmilariy, the Court of Claims has ?cad Goidon’s “binding commitment’’ 
requirement as. limired to an inrerpie!ation of particular statutory language in 
section 355 concerrurig diviwe reor~zmmt!ons See Ring Enierprrses, 4 18 F.2d 
at 517-18 



1. End Result Test 

Several steps are considered one where each was undenaken to reach a! particular result The 
subjective intent of the parties 1s panicu!ar!y relevant 

Steps: 

1. Loan of fUnds, seiured by Young's $2 1 million pamitee, with $1.6 
Inillion eannarked for KNC 

2. 'Transfer of earmarked % I  6 rnil!ion to RNC accor-dmg to terns 
of Credit Agreement wth NPF and Subordinatron Agerne.at with FtNC 
( W F  requested this money be held in W F ' s  savings account until October 
20, 1994, one day afier E C  repon IS due) 

Both the Credit Agreement arid Subordinarrm Ageentent were executed on the sane day 
There was little or nu time lapse beween the transacrions 

End Result Sought by Parties: 

RNC: KNC intended L O  receive mone:, in time far the i994 elections, using loan proceeds 
secured by forelgii h ~ d s  

Evidence: 

9 Richad %c!;ards, fonner R S C  Chairmarl, tells of discussions he had m t h  
Barbour about rhe need 10 repay loans to :he RNC in tIme for the '94 
eiectiozs. and Barbow askiilg about. a s  Barbour put it to '&chards, the "well to 
do Chinese fellow" who might lean 5 3  million for that purpose. &chard 
Richards, Deposition at 69, Senate Testimocy at 106-107 

Barbour had discussins with h b r o u s  Young, Chinese foreign national. at 
August '93 dinner in  0 C I and confinis that YBD -USA would make a loan 
or guanmtce so I\?T ' 3 ~ h 0 i ~ r  Deposition zt 09-71 

.. 

* Haley Bwbour, RNC Chairman. 'h'ntes a letrer IO Young Yn Hong Kong, \n th  
"enclosed facr sheet about NPF" thar "hPF would like to refinance its debt to 
the WC via a $3 5m banl.: loan." and that !he GOP could win the Senate and 

8 



House, md that the. RNC is a c r e s i n g  its budget, etc. Letter &om Haley 
Barbour, to Young, 8/30/94 

e In 2 letter from Barbour to Benton Becker, Young’s counsel, Barbour notes 
the $2 lnr? debt ts-rhe RNC, :he exact a r n ~ ~ n t  Young then supplies as a 
paantee Lener from Barbour IO Benton Becks, Young’s counsel, 8/30/94, 
FSC !efier’nead 

In 2 letter ~ J K I  Young to Mdey Barbour, Young writes ‘‘We p d e r  to give 
to the ~ ~ ~ ~ ~ ~ i ~ a ~  pa -...Knot possible, we are willing to consider the 
supp0t-t 5fS2.lm which i s  the amtmryca.u qressedis iqently needed ...” 
Letter fiorn Young to Barbour at RNC 9/9/94 

a In two letters, Barbour vlrices to Young in Hong Kong, thanking Young for hs 
help Lerrcrs from Barbour to Young 9/19i%, 1O/IO/94 

Becker, Young’s counsel, was drawing up papers far the 52. Im Signet loan 
and Young loan paranree, arid that he was negotiating the terns  with 
~ o r c r o ~ ~ ~  the ]RB’C General counsel Becker Deposition at 38-40 

0 The Credit and Secunty A p c r n e n t  dated 10/13/94, and the Subordination 
Agreement between W C  a i d  Signet dated 10/13/94, In which. 

e 

e 
51.6 million was earmarked for P 3 C  
t!ie k N C  agreed to postpone and subordinate any indebtedness of 
borrower IO the W4C until Bank paid in full Bank agrees to pay S 1 6 

Security Agreement 
+ j I ’  mf: out oftihe proceeds ofthe Loan as defind in the Credit and 

* hcha rds  told Barbour the rntjncy viouid be rran&y-red froin YBD-Mong Kong 
to YRD-IJSA Kiictiards 5enzte Tesiirnony at 73 

* t:o!cansek direct!:. infomxd %arbour of ficreign source of Funds Volcarisek 
Deposition at iOc i - :O9 .  Barbour calendar 

Other Snxpptorting Evidence: 

Reed Dcposirian at 2 14- 1 I7 (Reed conversations with Barbour about getting 
money repaid to RNC) 

Reed Memo to Haley Barhour (mentions foreign hnding,  and was directed to 
Barbour in his capriclty as Chalr oFSPF and WJC, according to Reed 
Deposit ion) 

9 



Young Deposition at 35-37‘ (tells ofdinner in DC in Aupist ’94, of 
conversation with Subour vAm requested the S31-ii and Mr Young told hum 
that he would have PO present ia tc YEcD-Hong Kong board of &rectors) 

Barbour Talkng Points (prepared for )?is conversation with R. Richards, 
djsnisses segkmg funding from Young) 

e 

u Barbour Deposirion at 3 1 (seeking foreign hnding) 

Becker A.Edavit pp 5-7 (tells of niirnerous conversations between Young and 
Barbour Barbour told Young he sought funding to repay aWC) 

B Denling Deposition at 15 1-1 5 1 (Fierce and Reed were made aware of source 
of funding -k%D\ before deal was made) 

e Volcansek Deposition at 40-42 (d~scussions wsth Fiercr about repaying loan to 
R” and general anderstanding thas money sought we for purpose of payng 
back RMG in  time for elections) 

YOUNG: Young intended ?o proaide funds to the KNC 

0 In  his deposition. Young tells ofthe dirtner in D.C. in August ’94, and of 
conversation with Baiboiur. who requested the S3rn and fkai Young told hm 
7hat he would have I O  presex it to ’LIBD-Hang Kong board of directors before 
he could answer defirutively Young Deposition 2t 35-37 

B e c k  ?ei!s ofriumeious conve~sa~ions between Young and Barbour in which 
Barboilr sough! furriiing io repay L i C  Beckrr .cbffidavrr pp 5-7 

MPF: ?QF mended to provide funds io the KKC in tsne for :he 1994 elections 

0 Hllley Barbnu:. KK Chsuman. ~ i x e s  a letrer to Young in Hong Kong, wi th  
“enciosrd fk: sheet 2bou.r XPF” that “hTF would like to refinance i , ~  debt 10 



* In his deposition, Young tel!s of the &mer in D.C. in Aup;lb ’94, and of 
conversation with Barbour. .who requested the S3m and &at Young told him 
that he woitld have KO present it to YED-Nong Kong board ofdirectors before 
he codd nisiver definitively Young Deposition at 35-37 

Becker tells af nuinercil~ canversztiuns between Young and Barbour in which 
Barbour soupb: Fmd;ng IO repay RNC Becker f i d a v n  pp 5-7 

* C’oicaniek r c k  o f  ii:scussinas ~Vith Donald Fierce, R.” “chief strategist,” 
abeu: repating loa2 to RXC and generd understanding that money sought was 
far purpcse ofpa:slng back i t y C  in 1i.m. fer elections Volcansek Deposition ai 
a!4:, 77. 55. Senate Trszlrnony at 27-30 

e Barbour Deposition ai 3 1 2 seeking fareign funding) 

1. ~ ~ ~ ~ i - ~ ~ ~ ~ ~ ~ ~ ~ ~ e  2-Its1 

When app?yi.,ng tixis test, transactions that are techmcdly separate wifi be toilapsed into one where 
it is unlikely each W O U ! ~  not have tr?ken piace withour the other Th is  !est focuses less on :he 
subjective intent ofthe paxies, and more on thr: reiaaonshp between the steps 



Steps: 

1. Loan affunds, secured by Young’s $2.  I niliion ~ ~ a r ~ ~ ~ ~ ,  with $1.6 
million earmarked for RNC 

Each of these trmaaions were dependent on the other: 

rn 

e 

0 

Without the coUa1eral supphed bv Young, Signet would not have loaned the funds 
LVirkout the! co!lateral supplied by Young 2nd LIIe lorn offunds &om Signet, N?F 
could not repay the K.?C 
\Vrrhout the subordinarion ageernen: wth :he KVC, Signet wouid not have agreed 
IO the ioan to ?Pit- or earmarked the $ 1  6m for the KNC 

3. Birrding ~ o ~ ~ ~ t ~ e ~ ~ €  Test 

E a  bsnding commrment easted as io the S ~ C K Y ~ ; ~  srep when the fin was canrernpiated. the 
severai steps are consrdered one triln:’~,?:on 

Steps: 

2. Transfer of earmarked SI 6 ndiion IO RNC according PO terms 
of Credit .4greement with hTF a i d  Subordinatinn Agreement with FS& 
(KPF requested this money be he!d in hW’s savings account until Ocinber 
20, 1994. one day after FEC repon is due) 

The evidence described above demonstrazes that nherc was a commitment from Young to provide 
the collateral Pcr the lom from Signet and a curnrnitn?eni that a portion ofthe proceeds of that 
loan. S 1.6 niliiow, would be transferred directiy !o the It” 

W .  CONCEIIJSAON 

For the reasons stated above, the Cora~mission should 

dcremine rhar there existed a single traiisaciicm. and 
find probable cause io believe :hat the WGC and Haiey Babour  violned 2 U. S .(7 p4 1 e as a 
result. 
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