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For Financial Institutions: Reminder That Federal Political Activity Can 
Implicate Certain Pay-to-Play Rules

With the election season in full swing, there is increased interest in political contributions. It 
is important for financial institutions subject to SEC Rule 206(4)-5 for investment advisers, 
CFTC Rule 23.451 for swap dealers, MSRB Rule G-37 for broker-dealers that underwrite 
municipal securities and municipal advisors, FINRA Rule 2030 for FINRA members 
engaged in soliciting governments for investment advisory services and SEC Rule 15Fh-6 
for security-based swap dealers (Rules) to keep in mind that the Rules can apply to federal 
candidates who hold state or local office and to certain joint fundraising committees. 

This year, a number of covered state and local officeholders are running for federal 
office. These include, but are not limited to: 

 - Ron DeSantis, the governor of Florida who is running for president.

 - Jim Justice, the governor of West Virginia who is running for the U.S. Senate.

 - Angela Alsobrooks, the county executive of Prince George’s County, Maryland, 
running for the U.S. Senate.

 - George Latimer, the county executive of Westchester County, New York, running for 
the U.S. House. 

Even political contributions and fundraising for federal candidates who are not state  
or local officeholders can implicate the Rules when done through joint fundraising  
committees (JFCs). JFCs allow multiple federal candidate campaigns, political commit-
tees and federal accounts of state party committees to fundraise together. For example, 
President Biden raises funds through two main JFCs: Biden Action Fund, which includes 
Biden for President and the DNC, and Biden Victory Fund, which includes Biden for 
President, the DNC and the various state party committees. The Republican presidential 
nominee has had similar JFCs in previous elections and likely will this year as well. 
It is also common for senators and representatives to have their own JFCs, with their 
campaign committees, leadership PACs and either a national party committee or state 
party. A covered employee making contributions to a state party committee raises the 
risk of indirectly violating the Rules, while a covered employee fundraising or soliciting 
for a state party is directly prohibited. Thus, when covered employees contribute to, 
or host a fundraiser for, a JFC associated with a particular federal official running for 
reelection (e.g., President Biden) they may not realize they are also directly contributing 
to or raising money for the JFC’s state party committee participants.

Because of the complications with JFCs and with federal candidates who hold state or 
local offices, companies subject to the Rules may want to remind their covered employ-
ees to preclear all political contributions — even federal ones — and vet the precise 
political committee being supported.
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