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Memo

Date:
January 17, 2006
To:
ABASA Lawyers Committee
From:
Cris Naser, Senior Counsel
RE:      MSRB Rules G-37 and G-38
This is an update of the latest developments on MSRB Rules G-37 and G-38 on political contributions and solicitations.

First, at the SEC’s request, the MSRB submitted a revised interpretation on the definition of “solicitation.”  You will recall that we were extremely pleased with the result on the conduit borrower example.  That has not changed at all.  The SEC asked that the MSRB change the word “intent” as a necessary element of a solicitation to “purpose of obtaining municipal securities business.  The SEC believed that “intent” could be interpreted to mean scienter.  The Bond Market Association did comment on the revised interpretation, but only with respect to the use of professional services.

Second, the SEC and NASD have been actively enforcing Rule G-37 with three actions in December.
· Piper-Jaffrey was banned from negotiated underwriting with the state of Minnesota and its agencies until spring 2007 as a result of a $700 contribution to Governor Tim Pawlenty.

· The SEC has fined CIBC World Capital markets and three executives  $546,958 because CIBC agreed to reimburse a non-MFP for a $10,000 contribution to former California Governor Gray Davis.  The contribution was attributed to CIBC and thus violated Rule G-37.

· NASD has fined and temporarily suspended the former president of Commerce Capital markets (affiliated with Commerce Bank) as a result of funneling employee contributions through a federal PAC and on to a county official running for federal office.  You will recall that this story was broken by the BondBuyer when it tracked the contributions directly through to the local official.
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