Political Intelligence Firm Fined $375,000, Underscoring Need to Tailor Insider
Trading Policies to Interactions with Government
December 1, 2015
On November 24, 2015, the Securities Exchange Commission announced the conclusion of a four-year
investigation into Washington, D.C., political intelligence firm Marwood Group Research, LLC, for sharing material
non-public information (“MNPI”) about future government actions with hedge funds and other financial industry
clients, and failing “to establish, maintain and enforce written policies and procedures reasonably designed to
prevent the misuse of material, nonpublic information.” Marwood Group agreed to pay a $375,000 civil penalty,
retain an independent compliance consultant, and implement changes to its policies and procedures.
This action is the latest from the SEC as it ramps up enforcement of insider trading laws as applied to inside
information obtained from government sources following the adoption of the Stop Trading on Congressional
Knowledge Act (“STOCK Act”) in 2012.
The MNPI at issue—intel on a pending analysis of a prostate cancer immunotherapy and the outcome of a
diabetes drug application—was obtained by its analysts from contacts in the Centers for Medicare and Medicaid
Services and the Food and Drug Administration. Notably, Marwood Group already had policies and procedures in
place to prevent the dissemination of MNPI, including any nonpublic information about any “action by a regulatory
or other government agency.” According to the SEC, however, Marwood Group’s policies and procedures were
insufficiently tailored to address its interactions with government employees. Specifically, the SEC noted that even
though Marwood Group actively encouraged its analysts to contact government officials, its policies and
procedures “did not expressly require the compliance department to be advised as to the source of the information
. . . or about communications with government sources, if any.”
The Commission’s Order underscores the need for government affairs and political intelligence firms, as
well as hedge funds and investment firms with in-house government affairs personnel, to ensure their insider
trading policies and procedures are sufficiently tailored to capture and quarantine MNPI obtained from
government sources. These policies and procedures should, at a minimum, train government affairs personnel to
identify potential MNPI received during interactions with government officials and employees, and ensure that
managers and compliance personnel are provided with sufficient information to properly evaluate and quarantine
information obtained from government sources, especially including the source of any intel and the context in
which it was received.
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Caplin & Drysdale's Political Law Group counsels for-profit corporations, nonprofit entities, and their
principals on these and other matters relating to political law compliance. We work collaboratively with in-house
personnel to craft tailored political activity policies and programs. If you have questions concerning this alert or for
more information, please contact:
Trevor Potter
Matthew T. Sanderson
Bryson B. Morgan
Rachel E. Goldstein
tpotter@capdale.com msanderson@capdale.com bmorgan@capdale.com rgoldstein@capdale.com
202.862.5092
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About Caplin & Drysdale
Having celebrated our 50th Anniversary in 2014, Caplin & Drysdale continues to be a leading provider of tax, tax controversy, and litigation
legal services to corporations, individuals, and nonprofits throughout the United States and around the world. We are also privileged to serve
as legal advisors to accounting firms, financial institutions, law firms, and other professional services organizations.
The firm's reputation over the years has earned us the trust and respect of clients, industry peers, and government agencies. Moreover,
clients rely on our broad knowledge of the law and our keen insights into their business concerns and personal interests. Our lawyers' strong
tactical and problem-solving skills—combined with substantial experience handling a variety of complex, high stakes, matters in a boutique
environment—make us one the nation's most distinctive law firms.
With offices in New York City and Washington, D.C., Caplin & Drysdale's core practice areas include:
- Bankruptcy
- Complex Litigation
- Corporate Law
- Corporate, Business & Transactional Tax
- Employee Benefits
- Exempt Organizations

- International Tax
- Political Law
- Private Client
- Tax Controversies
- Tax Litigation
- White Collar Defense

For more information, please visit us at www.caplindrysdale.com.
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Disclaimer
This communication does not provide legal advice, nor does it create an attorney-client relationship with you or any other reader. If you require legal guidance
in any specific situation, you should engage a qualified lawyer for that purpose. Prior results do not guarantee a similar outcome.
Attorney Advertising
It is possible that under the laws, rules, or regulations of certain jurisdictions, this may be construed as an advertisement or solicitation.
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