We have established a legislative internship in
Waghington, D.C., and will be seeking to fill the position
in the coming months,

We have stimulated interest in the challenge raised
by the Special Master’s Report in the South Carolina case,
tracked the Boli and other Social Security cases, and
offered amicus support with respect to any Tucson appeal
and with respect to the City of Atlanta Htigation question-
ing the constitutionality of alternative minimum tax and
rebate provisions,

‘We have completed with the American Bar Associa-
tion a report on disclosure roles of counsel and we con-
ducted, with the American Bar Association, a joint semi-
nar on taxable bonds.

We also completed, with immense success, the an-
nual NABL seminars regarding the fundamentals of mu-
nicipal bond law and arbitrage law.

‘We have drawn attention to the need for concem
regarding pending Blue Sky legislation requiring regisira-
tion of certain governmental obligations.

We have developed a model engagement letter 10
assist bond counsel in establishing client relations and we
have intensely examined our quality of individual per-
formance and standards of practice.

We have commenced our oral history of bond coun-
sel under the inspiration of Fred Kiel and have generally
encouraged an esprit de corps among bond counsel.

We have strengthened the executive committee
comprised of the officers of the Association by providing
for monthly conference calls and close coordination as a
matter of routine. The support of Trudy Halla, as Treas-
urer, Joe Johnson, as Secretary and Dean Pope, as Presi-
dent-Elect, have been invaluable.

In sum, far from wreading water this year, we have
strengthened the organization as whole, both in its internal
structure and its outward image, and equipped ourselves
for forthcoming battles: battles in the area of SEC registra-
tion moves; battles against further encroachment on tax-
exemption through technical corrections and attempted
federal revenue raising at the expense of state and local
government; and battles for judicial support.

The events in the past week demonstrate the immi-
nence and importance of the battles. Included among the
Administration’s revenue raising proposals to the House
Ways and Means Committee on October 7 was a proposal
o remove tax-exemption for all private activity bonds.
Once again, long-term federal revenues are to be sought at
the expense of the state and local government public pur-
poses of providing for low-income housing, for manufac-
turing jobs, for health and education and for needed infra-
structure for airports, ports, solid waste disposal and the
provision of water and sewer services. In the context of
this proposal, we should not forget that Treasury I, which
was the starting point for the Tax Reform Act of 1986,
defined a private activity bond as one where more than one
percent of the proceeds was used in a trade or business and
eliminated the security interest est.

In addition, perhaps the single most-ielling event
this year demonstrating the profound effect of the Tax
Reform Act of 1986 upon tax-exempt bonds was the an-
nouncement on Monday by Salomon Brothers of their
intended withdrawal from the public finance arena. When
a leading underwriter withdraws, when Wall Street loses
interest, when state and local governments lose their inter-
est, when long-term profit projections and short-term in-
ventory problems demonstrate that public finance is not a
viable business, one wonders if the federal avarice has not
oversiepped its bounds.

These events place a serious responsibility upon us
as bond counsel. We are the issue spotters. The issue is
whether state and local governments must survive on a
pay-as-you-go basis. The issue is whether we, as bond
counsel, have enough ability, acumen and practical wis-
dom to convince our clients, state and local government,
that the time o protest on the administrative, legislative
and judicial levels has not passed.

On a personal note, I would like o state that I have
enjoyed serving you this year and 1 particularly have en-
joyed my many conversations with bond counsel through-
out the country, which I hope will continue. In addition, I
have truly learned the meaning of the phrase “the buck
stops here” and am immensely pleased o be able, shortly,
to pass responsibility to your forthcoming President, the
very able Robert Dean Pope, of Hunton & Williams in
Richmond, Virginia.

1 want to thank all of you for your support,

PRESIDENT POPE’S REMARKS

{

Thank you. It is my first honor-—and pleasure— as
President to pay tribute to Sharon’s remarkable abilities,
energy and organization. It is difficult to determine which
has been more émpressivemthe extraordinary quantity or ~
the remarkable quality of Sharon’s efforts on behalf of this
Association. We all are very grateful. Thank you, Sharon!

Ten years ago, bond lawyers labored in an obscurity
that many thought was deserved. Not even our pariners
and associates understood what we did, and when asked at
school what their daddy or mommie did, our children had
no intelligible answer.

I am not at all sure that anyone understands what we
do any better than they did ten years ago, but we are
certainly in today’s news.

1 am always suspicious of politicians who proclaim
that we live today in the most perilous and challenging of
times. All times are perilous and challenging, but it is
indisputably true that our professional world has changed,
often for the worse. Let me list some of the problems that
we face and talk about what this Association may do in re-
sponse.

One big problem for 1988 has of course been 4 big
problem for 1987 and that is the Tax Reform Act of 1986.



The Agscciation should continue iis positive actions
in this area. Our comments on rebate, refundings and other
subjects have been taken seriously by the Treasury Depart-
ment. We expect to engage in a near-constant process in
dealing with rulings, regulations and press releases.

There also loom over us the bond issues that have
gone sour, allegations of misconduct and threats of new
regulations. The current volume of negative publicity
about the bond world is without modern precedent. With
the report on WPPSS about to be released, Congressional
hearings likely and pressure rising for SEC registration of
municipal bonds, we have every right 1o be deeply
cerned,

We must respond—but with care. If Congressman
Markey wishes to present a parade of guestionable bond
transactions with a variety of bad facts, you and I know
that he will succeed. We cannot anticipate now what those
hearings will show or what the views of Congress and the
SEC will be, but whatever happens, we must bring to bear
our special knowledge of local government finance io the
legislative process as it looks at the bond world.

We will need to do a betier job than we did with the
1986 Tax Act in educating Congress, and we will need 1o
do a better job of involving our clients, the staie and local
governments of this couniry. Fortunately our clients are
much more likely to listen 0 us now. If state and local
governments had known two years ago what they know
now, the public finance provisions of the Tax Reform Act
of 1986 would have been substantially different. That is
water under the bridge, but at least issuers are more likely
10 be sensitive to the danger,

Some of the questions we must be prepared to an-
swer are as follows:

1. If there were bad bond transactions in the past,
would legisiation and in particular SEC registration have
stopped them?

2. Are the kinds of transactions now being investi-
gated and criticized, primarily those done in late 1985,
Iikely in any circumstance to be repeated?

3. Is deficient disclosure pervasive in the tax-exempt
world?

4. What are the costs to state and local governments
of any proposed change, both in terms of dollars spent and
of localities that are simply driven out the public debt
market? Or, 1o put it a completely unbiased fashion, what
is the cost-benefit analysis of compelling a rural county in
Tennessee to register a $700,000 school bond issue with
the SEC?

Another, not unrelated, problem is the increased
level of litigation involving bond lawyers. It is obviously
inappropriate to comment on particular ltigation, but we
all share a common concern about law suits that fry to hold
bond lawyers responsible for matters that are not within
their control.

There is also another kind of litigation that will
interest us this year and that is challenges to federal tax
legislation. It is possible that in the South Carolina case,
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tion for probity. They are of course T.V. evangelists and
bond lawyers. It has not been a particularly good year for
either group, and however much we may resist a compari-
son, it 18 true that bond lawyers are sometimes judged as
greedy hypocrites who hide their selfish interests behind
pious sermons on the rights of local government.

This is unfair, but it does us no good simply to
protest that we are misunderstood and maligned.

Our best response to our critics is to be what good
bond lawyers have always been—cautious, thorough, un-
failingly scrupulous, devoted to the highest professional
standards and protective of the legitimate and very impor-
tant interests of state and local government. The television
preachers may look for a miracle, butif we are to serve our
clients and our profession at a time when the public fi-
nance world is under a dangerous cloud, we must look to
our own efforts. Task for the suggestions and help of each
of you as we start a difficult, confusing but certainly
interesting year,

THE NEW DIRECTORS

JOHN R. AXE, a graduate of the University of
Michigan (1960), and Harvard Law School (1963), is a
partner in the firm of Dykema, Gossett, Spencer,
Goodnow & Trigg, which has offices in Detroit,
Bloomfield Hills, Ann Arbor, Lansing, Grand Rapids,
Washington, D.C., and Sarasota, Fort Lauderdale and
Boca Raton. Based in Detroit, he is the head of the firm’s
Public Finance Group.

Mr. Axe was a member of the Bond Attorneys’
Workshop Committee in 1981, 1983 and 1986, He is one
of the authors of Michigan Municipal Law. He has served
in the past as Chairman of the State Bar Subcommittee on
Securities Law Revision. Between 1977 and 1983, he
served concurrently as a member of the Michigan Hi gher
Education Assistance Authority and the Michigan Higher
Education Student Loan Authority,

FREDERIC L. BALLARD, JR., a graduate of Har-
vard College (1963) and Harvard Law School (1966),
practices in the Washington office of Ballard, Spahr, An-
drews & Ingersoll.

Mr. Ballard has served the Association as Chairman
of its Committee on Administrative Policy (1986-1987)
and as a member of the Bond Attorneys’ Workshop
Committee in 1983, 1984,1985, 1986 and 1987.

He is the author of ABC’s of Arbitrage (1987-Pack-
ard Press, Philadelphia).

RICHARD CHIRLS holds B.S. (1973) and J.D.
(1976) degrees from the University of Pennsylvania, and
an L.L.M. in Taxation (1977) from New York University.
He is a tax partner in the firm of Orrick, Herrington &
Sutcliffe, located in its New York City office; the firm also
has offices in San Francisco, Los Angeles and Sacra-
mento. He served as Vice-Chairman of the Association’s
Committee on Education from 1985 to 1986, and has been

active as a faculty member for the ILR.S. Seminar, the Tax
Act Implementation Seminar, the Tax Reform Seminar,
and Fundamentals of Municipal Bond Law. He has been
chairman and a speaker at numerous seminars relating to
public finance for the Practising Law Institute and other
organizations for several years.

Mr. Chirls, who is reputed never o have turned
down an offer to stand at a podium, is currently the Vice
Chairman of the Tax-Exempt Financing Committee of the
ABA Tax Section and past Chairman of the New York
State Bar Association Committee on Tax Exempt Financ-
ing.

Mr. Chirls, when chairman of the NABL Arbitrage
Seminar, was described by C.Willis Ritter as “a child who
shall lead us,” and views his appointment to the Board of
Directors with some trepidation as part of the inevitable
aging process.

WILLIAM H. MCBRIDE is a graduate of Princeton
University (A.B. 1970) and the University of Texas Law
School (1., 1976), where he was on the Law Review. His
law school work was preceded by three years in the United
States Army where he was with Military Ime}figence in
Bangkok. Following law school, Mr. McBride joined the
Richmond, Virginia, office of Hunton & Williams. In
January, 1981, he moved to Raleigh to head the firm’s
bond activities in North Carolina. Mr. McBride is the
partner responsible for reviewing all arbitrage-related
questions with respect to Hunton & Williams’ tax-exempt
bond issues. With other attorneys, he has co-anthored
articles on municipal bonds in North Carolina and on
secondary lability of financial institutions in securities
offerings.

+ Mr. McBride has been Chairman of the
Association’s Committee on Education (1985-1987) and

, VicemChaigman of the (former) Committee on Arbitrage - -
(1983-1985). He organized and was Chairman of the =

Seminar on the Fundamentals of Bond Law in March,
1986. In 1986 and 1987, Mr. McBride led two-day semi-
nars for the Internal Revenue Service on Section 103, In
September, 1986, he led a two-day seminar on the changes
to Section 103 and other laws relating to tax exempt
financing resulting from the enactment of the Tax Reform
Act of 1986, In addition, Mr. McRride has been a panelist
at every Bond Attorneys’ Workshop since 1979, has been
a speaker at the Fundamentals Seminar for the last three
years and was a panelist at the Arbitrage Seminar in May,
1987. Other organizations for which he has spoken include
the Southern Municipal Finance Analysts Association, the
North Carolina Institute of Government and the North
Carolina Association of County Attorneys.

A member of the American Bar Association’s
Committee on Federal Regulation of Securities, he is on
the Liaison Subcommittee with State Bar Associations (as
the North Carolina representative) as well as on the Sub-
commitiees on Certificateless Securities and State and
Local Government Obligations. In the latter group, he
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