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Providing Information to Syndicate

Co-Managers
Reminder: Rule G-11

Rule G-11, concerning syndicate practices, requires the
senjor syndicate manager, among other things, to disclose
to other members of the syndicate the allocation of securities
(rule G-11(g)) and syndicate expenses and other information
(rule G-11{h)). The Board wishes to remind dealers that co-
managers of syndicates, as syndicate members, also must
receive this information from the senior syndicate manager
within the time frames specified by rule G-11.
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Recordkeeping Reduirements for
Suitability Information: Rule G-8

Comments Requested

Dealers would be required to maintain information con-
cerning a customer’s financial background, tax status
and investment objectives.

The Board is publishing for comment a draft amendment
to rule G-8(a)(xi) which would require municipal securities
dealersto record suitability information on custemer account
records.

Rule G-19(b), on suitability, provides that before making
a recomnmendation to a customer, a securities professional
must determine that the transaction is a suitable investment
for that customer. The rule specifies that a suitability deter-
mination shall be based upon, among other things, infor-
mation furnished by the customer relating to the customer's
“financial background, tax status and investment objec-
tives. . .." Rule G-B(a)(xi), on books and records, requires
dealers to obtain and record certain information concerning
each customer account. This rule does not, however, require
dealers to document suitability information obtained pur-
suant to rule G-19(b).

The draft amendment to rule G-8(a)(xi) would require
municipal securities dealers to record and maintain certain
basic information obtained pursuant to rule G-18(b) on cus-
tomer account records. The draft amendment specifies infor-
mation concerning the customer's financial background, lax
status and investment objectives, as well as any other similar
information used or expected to be used by such municipal
securities dealer in making recommendations to the cus-
tomer,

in August 1980 the Board proposed a similar amendment
to rule G-8(a)(xi). The Board suggested that a suitability
recordkeeping reguirement would be valuable to dealers in
making recommendations and would assist municipal secu-
rities principals and regulatory examiners in reviewing
transactions for compliance with rule G-19(h). Subse-
quently, the Board withdrew the proposed amendment
because it undersiood that the corporate securities industry

was not subject to a similar recordkeeping requirement and
concluded that the amendment would unfairly increase the
regulatory burden on municipal securities dealers.

The Board has reviewed its earlier assessment that a suit-
ability recordkeeping requirement would be unfairly bur-
densome to municipal securities dealers. The Board has
found that suitability recordkeeping generally is practiced
by integrated firms, which represent a majority of municipal
securities dealers. It therefore should not be unduly burden-
some for sole municipal securities dealers and dealer banks
also to follow this practice. Moreover, the Board believes
that substantial benefits to customers and dealers would be
derived from the draft amendment. Recording suitability
information on customer account records would provide
additional investor protection by facilitating a deaier's dis-
charge of its suitability responsibilities. Also, suitability
information recorded on the customer's account record would
afford protection to dealers in the event the suitability of a
recommendation subsequently is questioned. The informa-
tion also would be useful to dealers when a customer con-
tinues to use the same dealer after the salesperson origi-
nating the account no longer is employed by the dealer. The
customer’s account form, containing the pertinent suitability
information, could be forwarded to the new salesperson, thus
providing continuity for the customer and the dealer.

It does not appear that maintaining suitability information
would be burdensome since it could be recorded on the
custorner's account card via a checklist. The securities
professional wouild simply mark the appropriate selection
corresponding to the investor’s financial background, tax
status and investment objectives.

The Board requests comments from interested persons on
the draft amendment and on current industry suitability ree-
ordkeeping practices. The Board also requests comments
whether, il it adopts the draft amendment, it should delay

- the effective date to aliow municipal securities dealers to

implerment the required recordkeeping procedures.,
August 7, 1986

Comments on the matters discussed in this notice
should be submitted not later than October 31, 1986,
and may be directed to Angeia Desmond, General
Counsel. Written comments will be available for
public inspection.
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Text of Draft Amendment*

Rule G-8. Books and Records to be Made by Municipal
-- Securities Brokers and Municipal Securities
Dealers

(a) through {(a)(x) No change.

(a){xi) Custorner Account Information. A record for each
customer, other than an institutional account, setting forth
the following information to the extent applicable to such
customer:

(A) through (E) No change.
(F) information obtained pursuant to rule G-19(b) con-
cerming the customer’s financial background, tax status

and investment objectives, as well as any other informa-

tion used or expected to be used by such municipal secu-

rities dealer in making recomrendations to the customer;
(k) through (2) renumbered (G) through (K).

“Underhiming indicates new language; broken rule indicates detetions

For purposes of this subparagraph, the terms “general
securities representative” and “general securities princi-
pal” shall mean such persons as so defined by the rules
of a national securities exchange or registered securities
association. For purposes of this subparagraph, the term
“institutional account” shall mean the account of an
investment company as defined in section 3(a) of the
Investment Company Act of 1940, a bank, an insurance
company, or any other institutional type account. Anything
in this subparagraph to the contrary notwithstanding, every
municipal securities broker and municipal securities dealer
shall maintain a record of the information required by
items (A), (C), (&) (H). (H) (1) and (d) (K) of this subpara-
graph with respect to each customer which is an institu-
tional account.

{(a)(xii} through (g) No change.
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Open Inter-Dealer Transactions:
Rule G-12

Comments Requested

The Board requests comments whether substantial
numbers of open inter-dealer transactions exist and, if
so, suggestions as to possible actions the Board might
take to address the problem.

The Board occasionally receives inguiries involving situ-
ations 1in which a dealer owing securities to another dealer
recogmzes that it wili not be able to compiete the transaction
and wishes 10 have the transaction closed out. The dealer
purchasing the securities in such a case, however, may
choose not lo exercise Its right to close out the transaction
under rule G-12(h) The Board 1s reviewing the application
of 1ts rutes goverrung the resolution of such open transac-
tions. and 15 seeking comment from interested persons
whether substantial numbers of open transactions are a
problem in the industry and suggestions for measures that
could tacitate resotution of such transactions. If the Board
1s 1nformed that a problem exists, 1 will consider rulemaking
In the area

Current Rules Governing Close-Outs

Rule G-12(h) specifies the procedure io be ulilized by
dealers in closing oul open intei-dealer transactions. The
rule atlows the purchastng dealer to issue a notice of close-
out 1o the selling dealer on any day' from five to 80 days
after the scheduled setilernent date.? If the seliing dealer
does not deliver the secunties owed on the transaction within
10 days after the notice of close-out {15 days for retransmit-
ted notices). the purchasing deater may execute the close-
out using one of three options: (i) "buy in” identical securities
for the account and liability of the selling dealer; (ii) agree
with the selling dealer to accep! substitute securities; or (iii)
require the selling dealer o repurchase the securities, the

Al reterences to "days” are busingss days

seiling deater paying any increase in the market value of the
securities (a "mandatory repurchase™). The selling dealer
must pay any menies owed on a close-out within 10 days of
the execution of the close-out.

Rule G-12(h)} dees not require a purchasing dealer to use
the close-out procedure to resclve open transactions or to
execute notices of close-out that it has initiated. If the close-
out procedure is not initiated within 90 days of the settlement
date (and ultimately executed), the transaction remains open
until it is resolved by the agreement of the parties or through
the Board's arbitration procedure. During this period, the
selling dealer is subject to market risk® and may be subject
to adverse net capital treatment on the open transaction.*

Because of the concerns noted above, a selling dealer
that cannot complete a transaction to a purchasing dealer
may wish to have the trade resolved and its potential liability
settled as quickly as possible. Rule G-12(h) currently does
not provide a procedure for the selling dealer to close out
the transaction if the purchasing dealer declines to do so.®
The Board, however, previously has recognized that allow-
ing a selling dealer to initiate a close-out of an open trans-
action may limit the fiexibility of the purchasing dealer in
resolving offsetting customer transactions and could result
in the purchasing dealer assuming unanticipated market
risks.f For these reasons, the Board has left the right to
initiate close-outs exclusively with the purchasing dealer.

Comments Reguested on Possible Board Actions

The Board is requesting comment on the nature and the
extent of the problem of open inter-dealer transactions,
especially those that remain open for more than 80 days.
Specifically, the Board requests comment on the number of
such open transactions in the industry, the reasons for their

Comments on the matters discussed in this notice
should be submitted not later than October 31, 1986,
and may be directed to Harold L. Johnson, Assis-
tant General Counsel. Written comments will be
available for public inspection.

?The purchaser also may miliate a close-out within 15 days after a reclamation made under rule G-12(gMilifC) or rule G-12(g){iii){D}, even though more than 90

tays have elapsed since tne original seltlement date

31§ the purchasing dealer execules a buy-In or a mangatory repurchase 1n a nsing market. the selling dealer is liable for the increase in the market value of the

securities

1Secunilies firms are subject o capital charges for municipal securies fail-to-geliver items over 20 days old.
*Rute G-12(h)(n) does provide the selling dealer the night 1o close-out a transaction if the purchasing dealer refuses to accept a good delivery of securities made
pursuant to a confirmed (or otherwise agreed upon) frage Tris silualton should be contrasted with one in which & seller cannot make a good delivery and desires

thal the close-out rules be used to resolve the trade

SFor example. a purchasing dealer may have an offseting iransaction with a customer who refuses 1o accept substitute securities or to otherwise resolve the
open transaction [f securities are not available for a buy-in and the purchasing dealer must close out its open transaction with the selling dealer, it will continue
to remasn liable on its transachon with the customer This etlectively shifis the market risk of the open transaction from the selling dealer to the purchasing dealer.
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existence and the extent of any operational, financial
accounting or other problems that such transactions cause.
The Board also requests comment on methods currently
used by selling dealers to resolve open transactions, whether
these methods generally are successful, and whether Board
rulemaking is necessary. Finaily, the Board would welcome

suggestions on actions that it could take to provide seliing
dealers with a procedure to resolve open transactions, and
that also would address fairly the concerns of purchasing
deaiers in such transactions.

August 14, 1986




P

Volume &, Number 4

REPORTS

September 1986

Route To:

Manager, Muni. Dept.
Underwriting

x| Trading

X] Sales

Operations

Public Finance

x] Compliance
Training

Other

OOROEEEEL

Confirmation Disclosure
Requirements for Taxable
Securities: Rules G-12 and G-15

Amendments Approved

The amendments require that confirmations of trans-
actions in municipal securities identified by the issuer or
sold by the underwriter as subject to tederal taxation
contain a designation to that effect.

OnJuly 7, 1986, the Securities and Exchange Commission
approved amendments to rules G-12 and G-15which require
that confirmauions of transactions involving municipal secu-
rities which have been identified by the issuer or sold by the
underwriter as subject to federal taxation contain a desig-
nation to that effect.’ The amendments became eftective
upon approval by the Commission.

Recently, there have been several "taxable” issues of
municipat securities broughtto market. Under Section 3(a)(29)
of the Securities Exchange Act, the definition of a municipal
security turns on whether the secunty is an obligation of a
state or political subdvision of a state, and not whether
income derived from the secunty 1s taxable. Board rules,
therefore. apply to transactions in taxable municipal secu-
rities in the same way as they apply to other, more traditional
municipal securities.

Although under rule G-17, on fair dealing. a dealer should
advise customers of the taxable status of municipal securi-
ties at the time of or prior to execution of a transaction in
such securities. the Board's confrrmation rutes previously
had no disclosure requirements regarding transactions in
such securities. The Board has determined that confirmation
disclosure would be appropriate since the majonty of munic-
ipal securities likely will continue o be tax-exempt and

1SEC Release No. 34-23402.
*Underlining indicates new ianguage: broken rule indicales deletions

dealers and customers may find it necessary or appropriate
to preserve a record of transactions in taxabie municipal
securities.

July 7, 1986

Text of Amendments*

Rule G-12. Uniform Practice
(a) through {b) No change.
(c) Dealer Canfirmations.

{i) through (v) No change.

(vi) In addition to the information required by paragraph
{v) above, each confirmation shall contain the following
information, if applicable:

(A) through (B} No change.

(C}) if the securities are identified by the issuer or sold
by the underwriter as subject to federal taxation, a des-
ignation to that effect;

{€) through (8) renumbered (D) through (H)

(d) through (1) No change.

Rule G-15. Confirmation, Ciearance and Settlement of
Transactions with Customers
(a) Customer Confirmations.

(i) through (ii) No change.

(iti) In addition to the information required by para-
graphs (i) and (ii) above, each confirmation to a customer
shail contain the following information, if applicable:

(A) through (B) No change.

{C} if the securities are identified by the issuer or sold
by the underwriter as subject to federal taxation, a des-
ignation to that effect;

(€} through (H) renumbered (D) through (1)

(b) through (g) No change.

Questions about the amendments may be directed
to Angeta Desmond, General Counsel.
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CUSIP Service Bureau Notice on Eligibility of Short-Term Securities

Rule G-34 requires a dealer serving as an underwriter for a competitive issue of municipal securities or as a financial
advisor for a negotiated issue of municipal securities to ensure that CUSIP numbers are applied for and assigned to the issue
by the date of sale. Until recently, municipal securities issues under one year in maturity were not eligible for CUSIP number
agsignment and thus were not subjec! to the requirements of the rule. The CUSIP Service Bureau announced on June 27,
1986, that it would make eligible, on a pilot basis, certain short-term municipal securities that mature in less than one year.
Dealers serving as underwriters and financial advisors for such short-term issues should be aware that rule G-34 requires that

they ensure that CUSIP numbers are applied for and assigned to the issues.

The CUSIP Service Bureau announced the new eligibility of short-term municipal securities issues in the following notice.

I

TO: OPERATIONS MANAGERS
{FROM: CUSIP SERVICE BUREAU]

RE: SHORT TERM MUNICIPAL SECURITIES

June 27, 1986

To meet the needs of the securities industry over a period of time, the CUSIP Service Bureau has modified the

eligibility rules regarding Short Term Securities.

To further expand the benefits of the System, the CUSIP Board of Trustees has authorized the CUSIP Service
Bureau, on.a pilot basis, to assign new CUSIP numbers to BANS, TANS, TRANS, RANS and other similar type

securities that mature in less than one year.

Tne new rules will apply to all these short term securities of issuers which previously met the usual CUSIP eligibility
requirements and have other securities outstanding. Numbers will be assigned automatically on issues over
$1.000.000 upon receipt of appropriate documents by the Service Bureau. Issues of smaller size, which are

depository eligible, will also be eligible for number assignment upon request.
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Price Calculation for Securities with
an Initial Non-Interest Paying
Period: Rule G-33

Summary of Interpretation

The Board adopts a method for caiculating the price of
securities with periodic interest payments, but with an
initial non-interest paying period.

Tne Board has adopted a method for caiculating the price
of securimes for which there are no scheduled interest pay-
ments for an initial period, generally for several years, after
which periodic interest payments are scheduled. These
secunties, known by such names as "Growth and Income
Securilies.” and "Capital Appreciation/Future iIncome Secu-
rities.” funclion essentially as “zero coupon” securities for
a period of ume after issuance. accruing interest which is
payable only upon redemption.’ On a certain date after issu-
ance {the “interest cormmencement date”), the securities
begin to accrue interest for semi-annual payment.

tn March 1986, the Board published for comment a pro-
posed method of calculating price from yield for such secu-
rities.” The Board received five comments on the proposed
method, four expressing support for the method and one
expressing no opinion.? The commentators generally noted
that the proposed method appeared to be accurate and
could be used on bond caiculators commonly available in
the mdustry The Board has adopted the proposed method

of calculation, set forth below, as an interpretation of rule
G-33 on calculations.

The general formula for calculating the price of securities
with periodic interest payments is contained in rule
G-33(b)(i)(B){2). For securities with periodic payments, but
with an initial non-interest paying period, this formula also
is used. For settlement dates occurring prior to the interest
commencement date the price is computed by means of the
following two-step process. First, a hypothetical price of the
securities at the interest commencement date is calculated
using the interest commencement date as the hypothetical
settlement date.* the interest rate (“R" in the formula) for the
securities during the interest payment period and the vield
{"Y" in the formula) at which the securities are sold. This
hypothetical price is computed to not less than six decimal
places, and then is used as the redemption value (“RV" in
the formula) in a second calculation using the G-
33(b)(i}(B)(2)formula, with the interest commencement date
as the redemption date, the actual settiement date for the
transaction as the settiement date, and a value of zero for R,
the interest rate. The resultant price, using the formula in
G-33(b)(i)(B)(2), is the correct price of the securities.’

The price of such securities for settlement dates occurring
after the interest commencement date, of course, should be
calculated as for any other securities with periodic interest
payments.®

August 25, 1986

Questions about this notice may be directed to
Harold L. Johnson, Assistant General Counsel.

'This inerpretation 1s no! meant to apply [o secunties which have a tong first coupon perod, but which otherwise are periodic inlerest paying securities,

*MSRB Reports. vol. 6. no. 2 (March 1986) at 13

30ne commentator. while expiessing no apnion on the propoased method, commented on the bidding methods used for fransactions in such securities. The
Board noles 1ha! its rules do nel requite a specrhic format for expressing bids or offers in such securities. Rule G-13, however, does require that bids or offers

made by dealers be bona fide

“For setilement dales less than six months 1o the hypothelical redemption date. the formula in rule G-33(b){ii)(B)(1) shoutd be used in lieu of the formula in rule

G-33(b){ii}(B)(2)

*Rules G-12(c){v){l) and G-15(a)(i){1) require that securites be priced to the lowest of price 1o cali, price o par option, of price to maturity. Thus, the redemption
daie used for thes calculation method should be the dale of an “in whole” refunding call if this would resull in a lower doliar price than a computation 1o maturity.
The formuta n G-33{b)(i)(B}(1} should be used for calculations in which settiement dale is six months or 18ss 1o redemption date.
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Activities of Financial Advisors: A: No. Rule G-23 applies to dealers that agree to render
Rule G-23 financial advisory services to or on behalf of the “issuer.
Q: Must a financial advisory relationship be evidenced
Questi 4A by a writing?
uestions and Answers A: Yes. Each financial advisory relationship must be evi-
Answers to frequently asked questions concerning the d:nced by awriting in':er ?d into .DFIIOLTD.. upon, or promptly
ethical standards and disclosure requirements for deal- after the inception of the financial advisory relationship.
ers who act as financial advisors to municipal securities Q: Would financial advisory services furnished to a
issuers. municipal district which has not yet been officially
established at the inception of the relationship con-
stitute financial advisory services for the purposes
FINANCIAL ADVISORY RELATIONSHIPS of the rule?
A: Yes. Paragraph (c) of the rule contemplates that the rule

QQ: What is the intent of rule G-23 concerning the activ-
ities of financial advisors?

A: The intent of this rule is o establish disclosure require-
ments and standards for dealers who act as financial
advisors to issuers of municipal securities.

! When is a dealer acting as a financial advisor?

O

: Agealeradvising an issuer with respect to the structure,
timing. terms and other similar matters concerning a
new issue or issues of municipal securities, for a fee or
other compensation or in expectation of such compen-
sation I1s acting as a financial advisor.

Q: Is a dealer acting as a financial advisor for purposes
of the rule when it structures a financing whiie acting
as an underwriter on a negotiated issue?

A No. Afinancial agvisory relationship does not exist when,
in the course of acting as an underwriter on a negotiated
issue. a dealer advises an issuer, with respect 10 the
structure, tming, terms and other similar matters con-
cerning a new 1ssue of municipal securities.

Q: Does the rule apply if a financial advisor acts as an
agent for the issuer in placing the bonds?

A: No. The rule applies onty when a dealer. acting as a
financial advisor to an issuer, wishes to “acquire as
principal . . . from the issuer” the issue.

. Are all financial advisors subject to the ruie?

. The Board's rules apply only to financial advisors who
are registered as brokers, dealers and municipal secu-
rities deaiers with the SEC.

>0

Q: Arefinancia! advisory services provided to corporate
obligors in connection with IDB financings subject
to rule G-23?

may apply even if the municipal issuer does not exist
at the inception of the financial advisory relationship.

If a dealer has an agreement with an issuer which
provides that the deater will furnish financial advi-
sory services from time to time at the issuer's request,
does a financial advisory relationship exist with
respect 10 a proposed new issue?

If a dealer has entered into a blanket agreement to
render financial advisory services, a financial advisory
relationship with respect to a particular new issue of
securities will be presumed to exist. Whether or not the
dealer actually has a financial advisory relationship with
respect to the new issue is a factual question.

COMPENSATION

Q:

A:

Must the dealer and issuer enter into a written agree-
ment regarding the dealer's compensation for its

financial advisory services?

Yes. The agreement must state the basis of compen-
sation for the financial advisory services, including pro-
visions relating to the deposit of funds with or the utili-
zation of fiduciary or agency services offered by such
dealer.

Is a financial advisory agreement which states that
“the basis of compensation shall be a fee not to
exceed X dollars” sufficient?

No. The dealer should specily the fees or commissions
it is charging, not merely the highest possible amount
of compensation it could receive.

If a dealer provides financial advisory services for a
fee and subsequently resigns to negotiate the issue,
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A:

does the dealer have to reimburse the issuer for the
fees received while acting as the financial advisor?

No. If the dealer received these fees for its services
during the period it was acting as financial advisor for
an issuer it may retain those fees.

UNDERWRITING ACTIVITIES

Q:

A:

May a financial advisor for a particular issue under-
write another issue for the same issuer without com-
plying with the requirements of rule G-23(d)?

Yes. The rule applies only to a dealer that acts in both
capacities with respect to a single issue of securities.

Are there any resfrictions on a financial advisor that
wishes to underwrite a negotiated issue on which it
is financial advisor?

Yes Rule G-23(d)(i) requires a financial advisor to:

{a) terminate the financial advisory reiationship, in
writing. and obtain the issuer's express consent to the
dgealer 5 participation in the underwriting;

{b} disclose in writing 1o the issuer that there may be
a conilict of interest in changing from the capacity of
financial advisor to underwriter and obtain the issuer’s
writien receipt of such disclosure; and

(c) disclose to the issuer the source and anticipated
amount of all remuneration to the dealer with respect to
the 1ssue (n addition to compensation already received
as the financial advisor and obtain the issuer’s written
receipt of such disclosure.

When must a financial advisor obtain an issuer's
consent permitting it to underwrite a negotiated sale?

The consent of the issuer must be obtained “at or after”
the termination of the financial advisory relationship.

May afinancial advisor to an issuer for several issues
terminate its financial advisory relationship with the
issuer only with respect to a specific negotiated issue
which it wishes to underwrite?

Yes. Under these circumstances. the advisory relation-
ship may be terminaied with respect to the specific
negouated 1ssue.

Must a dealer keep a record of all written agreements,
disclosures, acknowledgements and consents?

Yes. Each dealer must maintain a copy of the written
agreements, disclosures, acknowledgements and con-
sents In a separate fite and as required by rule G-9.

! What requirement must a financial advisor meet in

order to bid on a competitive issue?

Rule G-23(d)ii) requires the financial advisor to obtain
the express written consent of the 1ssuer prior to bidding
on the I1ssue.

Q: May a financial advisor ofitain from the issuer pros-
pective approval to participate in future competitive
issues?

A: No. An issuer should have an opportunity to consider
whether the financial advisor's potential conflict of inter-
est is sufficient to warrant not consenting to its partici-
pation in the sate. The Board has conctuded that an
unrestricted consent would not afford an issuer such an
opportunity and accordingly such blanket consent is
not permitted.

Q: May a financial advisor reserve the right to bid on a
competitive issue in the official statement or notice
of sale?

No, since it is not clear that the issuer has a sufficient
opportunity to determine whether it is in ils best interest
to allow its financial advisor to bid on'the issue.

»

o

Are there any restrictions on a financial advisor that
wishes to purchase some of the bonds of an issue
in the secondary market or as a member of a selling
group? ‘
A financial advisor is not precluded from purchasing
such securities from an underwriter, either for its own
trading account or for the account of customers, except
to the extent that such purchase is made to contravene
the purpose and intent of this rule.

»

DISCLOSURE TO CUSTOMERS

Q' Does a dealer have to disclose his role as financial
advisor of an issue of which it is an underwriter to a
customer?

A: Yes. The dealer must disclose the financial advisory
relationship in writing to each customer who purchased
such securities from the dealer.

Q}: When should a dealer acting as an underwriter make
this disclosure?

A Disclosure must be made o the customer at or before
completion of the transaction. Thus, the disciosure may
be made in the official statement, the when-issued con-
firmation or in the final confirmation as long as the cus-
tomer receives it before completion of the transaction.

APPLICABILITY OF STATE OR LOCAL LAW

Q: Does the ruie supersede a state law which prohibits
financial advisors from serving as underwriters?

A: The rule specifically provides that it is not intended to
supersede any more restrictive provisions of state or
local law concerning the activities of financial advisors.
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Disclosure Requirements for
New Issue Securities:
Rule G-32

Questions and Answers

Answers to frequently asked questions concerning
disclosure requirements to customers purchasing new
issue securities.

GENERAL

Q:
A:

What is the intent of rule G-32?

The rule is designed to ensure that a customer who
purchases new issue municipal securities is provided
with a final official statement, if one is prepared by the
issuer, as well as certain other information by settlement
date so that the customer possesses all the avaiiabie
information relevant to his investment decision.

Have there been any recent amendments to rule
G-32 on disclosures in connection with new issues?

Yes. In September 1985, amendments to rule G-32

became effective. The amended rule requires:

(1) delivery of rule G-32 disclosures, including a final
official statement, if one is prepared. 10 a customer
purchasing new issue securities by settlement date
ot the transaction;

(2) delivery of a preliminary official statement only if
no final official statement has been prepared. along
with a written notice that a final official statement
has not been prepared;

(3) financial advisors and/or managing underwritersto - '

make the final official statement available in a tirmely
manner; and

{4) managing underwriters to provide. upon request,
purchasing dealers {inctuding syndicate members)
with an official statement as well as other informa-
tion required by rule G-32 and one additional offi-
cial statement per $100,000 par value of the new
issue securities.

DEFINITION OF NEW ISSUE SECURITIES

Q:
A:

What are new issue municipal securities?
Rule G-32 defines new issue municipal securities as

securities of an issuer that are sold by a dealer during
the underwriting period, as defined in Board ruie
G-11(ix).

Q! De new issue municipal securities include issues of
tax-exempt commercial paper?

A: No. Written disclosures usually are provided to inves-
tors of tax-exempt commercial paper on a periodic basis
rather than at issuance of the securities.

Q: Does rule G-32 apply to new issues of tax-exempt
notes as well as bonds?

A: Yes. Rule G-32 does not make any distinction between

bonds and notes. It also applies to general obligation
issues and revenue issues.

Q: Does rule G-32 apply to securities which are privately
placed?

A’ Yes. The Board has determined that the rule should
apply in such circumstances.

PREPARATION OF OFFICIAL STATEMENTS

Q: What is an official statement?

A: An official statement is a document prepared by an
issuer or its representative stating, among other things,

information concerning the issuer and the proposed
issue of securities.

o

Is there any obligation for a municipal securities dealer
1o prepare an offering document if no official state-
ment is prepared by the issuer?

A No. Rule G-32 requires that a municipal securities dealer
furnish an offering statement only if one is voluntarily
prepared by or on behalt of an issuer.

Q

What are the responsibilities of managing under-
writers that prepare final official statements on behalf
of issuers?

Managing underwriters are responsible for ensuring that
final official statements are printed in sufficient time and
in sufficient number to permit dealers to deliver them to
customers by setttement of their transactions.

»

What is “‘sufficient time?"”

* The official statements must be printed in final form no
later than two business days prior to the date the secu-
rities are delivered by the manager to the syndicate
members.

o

Q: How many official statements are managing under-
writers required to prepare?
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Request For
Comments

Disclosure of Call Features to
Customers: Rule G-15

Comments Requested

The Board is considering amendments which wouild
require dealers to deliver to customers, upon reguest,
written information about call features of securities within
specified time limits.

In recent years, the number and comptexity of call features
in issues of municipal securities have increased dramati-
cally. Ten years ago, an issue may have had only an optional
refunding call and a schedule of sinking fund calis. Today,
most issues include those redemption features as well as a
nurber of extracrdinary calls. These developments heighten
the necessity of a deater meeting its obligation to expiain
all material features of a municipal security, inctuding call
features, to a customer at or before executing a transaction
in the security. and to ensure that any recommended trans-
action is suitable for the customer in light of the particular
features of the security and information known about the
customer. This notice reviews a dealer’s disciosure obliga-
tions under rules G-17, on fair dealing, and G-19. on suita-
bility, which reguire that a dealer be knowledgeable about
all call features of a security prior to effecting any customer
transactions in the secunty, as well as the current confir-
mation disclosure requirements applicable to call features
in rule G-15(a). The Board also s requesting comment on
draft amendments to rute G-15{a) that would require a dealer
effecting a customer transaction in a municipal security to
deliver to 1ts customer, upon request. written information
about the call features of the security within specific time
limits.

Introduction

Many issues of municipal securities provide that the issuer
may or, in some circumstances, must redeem (“call”) all or
a portion of an outstanding issue prior to its stated date of
maturity at a specified price. These redemption features
generally are referred to as mandatory and optional calls.
Mandatory calls are those outside of the issuer's conirol
based on a predetermined schedule or upon the occurrence
of certain events. Such calls include catastrophe or other
extraordinary calts and certain sinking fund calls.

A mandatory extraordinary call may arise, for exampie,
when an issuer is required to call bonds if proceeds of an
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issue are not expended for the purpose of the issue as of a
given time or if a letter of credit backing the issue expires
and is not renewed. One type of extraordinary mandatory
redermnption is a catastrophe calt in which the issuer must
cali the issue because of events beyond its control, e.g., the
facility is destroyed during construction due to an accident.

A mandatory sinking fund call is a redemption of a portion
of an issue from moneys in the sinking fund, which is a fund
into which the issuer covenants to make periodic deposits
to ensure the timely availability of sufficient moneys for the
repayment of principal. A sinking fund provision may include
a “super sinker" feature. This provision usually applies to a
term maturity, usually from a single family mortgage revenue
issue, which will be the first to be called from a sinking fund
into which all proceeds from prepayments of morigages
financed by the issue are deposited.

Optional calls are calls which the issuer may determine
to exercise usually after a stated date and at a premium and
include, for example, in-whole refunding calis. Extraordinary
and sinking fund calls also may be optional. For example,
an issuer may have authority to determine to redeem bonds
in the event that mortgages are prepaid in connection with
a housing revenue bond issue.

Application of Board Rules G-17, G-19, and G-15(a)
Board rule G-17 provides that
In the conduct of its municipal securities business, each
broker, dealer, and municipal securities dealer shall
deal fairly with all persons and shall not engage in any
deceptive, dishonest, or unfair practice.
The Board has interpreted rule G-17 to require that, in con-
nection with the purchase from or sale of a municipal security
to a customer, at or before execution of the transaction, a
dealer must disclose all material facts concerning the trans-
action which could affect the customer's investment deci-
sion and must not omit any material facts which would render

- other staterents misieading. In addition, rule G-19, on suit-

ability, prohibits a municipal securities professional from
recommending transactions in municipal securities to a cus-
tomer unless the professional has reasonable grounds for
making the recommendation in light of information about the
security available from the issuer or otherwise and believes

Comments on the matters discussed in this notice
should be submitted not later than October 31, 1986,
and may be directed to Diane G. Klinke, Deputy
General Counsel. Written comments will be avail-
abie for public inspection.
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{hat the transaction in the security is suitable for the partic-
ular customer.

The fact that a municipal security may be redeemed in-
whole, in-part, or in extraordinary circumstances is essential
to a customer’s investment decision about the security and
is one of the facts a dealer must disclose at or prior to the
execution of the transaction. In addition, a dealer, if asked
by a customer for more specific information regarding a call
feature, shoutd obtain this information and relay it to the
customer promptly. Moreover, it would be difficult for a dealer
to recommend the purchase of a security to a customer
without evaluating information regarding the security's call
features to determine whether the transaction would be suit-
abie ior the customer.

with respect to confirmations, rule G-15(a) requires deal-
ers to disclose on customer confirmations if a security is
subject to redemption prior to maturity by noting “callable™
and to include a legend stating that “Call features may exist
which could affect yield: complete intormation will be pro-
vided upon request.” Thus, a customer, upon receipt of the
confirmation, may ask for further information on call features,
and dealers have a duty to obtain and disclose such infor-
mation promptly.2 Of course, a confirmation is not received
by a customer until after a transaction is effected, and the
Board wishes to emphasize that confirmation disclosures
do not eliminate the duty of a municipal securities profes-
sional to explain a security adequately to a custormner at or
prior to execution of the transaction.

Summary of Draft Amendments to Rule G-15(a)

Because an i1ssue of municipal securities may include a
number of complex call features which may affect the price
or investment vaiue of a security, the Board believes that its
rules should provide a means by which complete information
about call features is conveyed to customers in writing upon
request. While the current legend for callable securities
required on custamer confirmations states that complete cali
information 1s available upon request, it appears that some
dealers are not compiling this tniormation and thus, when
asked by customers tor the information, are not able to pro-
vide it promptly. The Board therefore is considering adopt-
ing amengments to rule G-15(a) that would require a dealer
effecting a customer transaction to delver 1o its customer,
upon reqguest, written information about the call features of
the secunty within specific ime hmits. The delivery of a copy
of the portion of the 1ssue’s official statement that describes
the call features would be sufficient, In particular, the draft
amendments would require dealers to deliver complete call
information in writing within five business days following the
date of the request for such information.?® In the case of
information relating to a transaction executed more than 30
calendar days prior to the date of the request, the information
would be delivered o the customer in writing within 15

business days following the date of the request. An oral
request for written call information would trigger application
of the draft amendments. in addition, the same time limits
would apply to customer requests for written call information
made at the time of trade.

The draft amendments would not alter the current obli-
gation that a dealer disclose all material facts concerning
the transaction to its customer prior to execution of the trans-
action. The draft amendments, however, would require that,
when requested, complete call information be provided in
writing to ensure that customers obtain this information
promptly. In addition, the draft amendments recognize a
dealer's continuing obligation, even after seftlement of a
transaction, to convey call information about the security to
a customer upon request, Finally, the Board is constdering
interpreting the requiremnent for delivery of call information
to presume that information sent at least three business days
prior to the date such information is due has been received
by the customer. A similar interpretation was made in regard
to official statement delivery requirements under rule G-32.

August 19, 1986

Text of Draft Amendments*

Rule G-15. Confirmation, Clearance and Settlement of
Transactions with Customers
{a) Customer Confirmations
{i) and {vi) No change.

(vii)(A) Information regquested pursuant to this rule,
other than information requested pursuant to subpara-
graph (iii)(E), shall be given or sent to the customer
within five business days following the date of receipt
of a request for such information; provided however,
that in the case of information relating to a transaction
executed more than 30 calendar days prior 1o the date
of receipt of a request, the information shall be given of
sent to the customer within 15 business days following
the date of receipt of the request.

(B} Information requested pursuant to subparagraph
{iii)}(E) shall be delivered to the customer in writing
within five business days following the date of a request
for such information; provided, however, that inthe case
of information relating to a transaction executed more
than 30 calendar days prior to the date of a request, the
information shall be delivered to the customer in writing
within 15 business days following the date of the request.
{viii} and (ix) No change.

(b) through (e) No change.

'If an 1ssue 1S subject oniy 1o a catastrophe call. a dealer 15 not required 10 nole “callable” on customer confirmalions. See MSRB Interpretation of November 7.
1977, by Freida K Wallison. Executive Director and General Counsei. MSRB Manual (CCH) $3571.10.

28ee Notice Concerning Disclosure of Call Information to Customers of Mumcip:

al Securittes (March 4. 1986), MSRB Manual ({CCH) 93581,

3For customers who purchase new 1ssue municipal securties for which an official stalement has been prepared and who reguest complete call information, the
delivery of the official statement to the customer by seltlement date. as required by rule G-32. would result in compliance with the draft amendments.

“Underlirung indicates new language
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Managing underwriters shall prepare enough official
statements and other information required by the rule to
provide each purchasing dealer, upon request, with an
official statement and one additional final official state-
ment per $100,000 par value of the new issue securities.

Q

Did rule G-32 always specify the responsibilities of
managing underwriters?

A: No.The Board recently adopted these provisions because
it believed that managing underwriters should be
responsible for ensuring that final official statements are
printed in sufficient time and number to permit dealers
to deliver them to customers by seftlement date of a
transaction in new issue securities. Additionally, the
provisions are designed to achieve some balance
between the costs associated with the dissemination of
official statements borne by underwriters and those borne
by dealers selling new issue securities.

Q

In a competitive issue, if a financial advisor prepares
an official statement on behalf of the issuer, but is
not responsible for printing it, when does the finan-
cial advisor have to deliver the final officiai statement
to the managing underwriter for printing?

A: The financial advisor must deliver the final version of
the official statement to the managing underwriter
promptly after the award is made so that the managing
underwriter can compilete printing at least two business
days prior to the date it delivers the securities o the
syndicate members.

Q: what if the financial advisor is responsible for print-
ing the official statement?

A: The linancial advisor must prepare sufficient copies, as
defined in rule G-32(b)(i), of the final official statement
and deliver them to the managing underwriter no later
than two business days before the date the manager
delivers the securities to the syndicate members.

: Does rule G-32 apply to ali financial advisors?

Q

A: No. The rule only applies to financial advisors who are
registered as prokers, dealers or municipal securities
dealers with the SEC.

DELIVERY OF OFFICIAL STATEMENTS TO
CUSTOMERS

Q: Does the Board have any requirements governing
the delivery of an official statement to a customer?

A: Yes. A dealer is required to send a copy of the official
statement, if one is prepared voluntarily by the issuer or
its representative, to any customer purchasing new issug
municipal securities prior to settlement of the transac-
tion.

Q: How can we assure that customers will receive offi-
cial statements by settiement?

A An official statement sent at least three business days
prior to settlement will be presurned to have been received
by the customer.

Q: What it a manager supplies a dealer with an insuffi-
cient quantity of official statements?

A: The obligation of a dealer to furnish an officiat statement
to each customer is not relieved by the manager's failure
to supply a sufficient number of copies of an official
staternent. in such cases it is incumbent upon the dealer
to reproduce the official statement at its own expense.

Q: Didn't the rute once require that disclosures be pro-
vided to a customer with or prior to sending the final
confirmation?

A: Yes. The Board has extended the deadline for delivery
untit settiement of the transaction to ensure that a dealer
has adequate time to deliver the disclosures to the cus-
tomer and that the customer will receive the disclosures
prior to paying for the securities.

Q: K | am not a member of a new issue underwriting
syndicate and | sell securities of that new issuetoa
customer during the underwriting period, am | required
to send that customer a copy of the final official
statement?

A: Yes. The rule applies to a dealer who sells new issue
municipal securities regardless of whether it is the
underwriter or a member of a syndicate.

Q: is it permissible to send a customer a photocopy of
the front page of the official statement during the
pre-sale period and subsequently provide the official
statement in its entirety by settlement date?

A: Rule G-32 only requires that you send a copy of the final
official statement before the settlement date of the trans-
action. The rule does not prevent you from sending other
material prior to that time.

Q: If a dealer mails out a letter to a list of customers
soliciting interest in a new issue, and a particular
customer inquires as a result of the letter but sub-
sequently does not purchase the securities, is the
dealer required to send him an official statement?

A: No, because the customer did not purchase the new
issue securities.

Q: May I provide a summary of an official statement in
lieu of sending the official statement?

A: No. If anofficial statement {or a preliminary ofiicial state-
ment) is prepared by an issuer, it must be provided to
the customer.

Q: What if an issuer in a competitive sale only prepares
a preliminary official statement?

A: Adealer selling new issue securities is required to deliver
the preliminary version along with writien notice that no
final official statement will be prepared by settiement of
the transaction with the customer.

Q: Didn't the rule previously require that when a final
official statement was not prepared in time to send
with the money confirmation, a preliminary version,
it one existed, had to be sent, and the final official
statement sent as soon as it became available from
the issuer?

A: Yes. But G-32, as recently amended, only requires that
the final version of the official statement be delivered
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by settiement date of the transaction. This provision is
designed to minimize the costs associaled with dissem-
ination of official statements. Of course, a dealer may
send a preliminary official statement, in addition to the
final official version, if it wishes.

DELIVERY OF OFFICIAL STATEMENTS TO
DEALERS

Q: Are managing underwriters responsible for deliver-
ing final official statements to purchasing dealers?

A: Yes. Managing underwriters, upon request, must deliver
tinal official statements to all dealers that purchase new
Issue securities, along with the other G-32 disclosures.

Q: How many official statements are managing under-
writers required to deliver to purchasing dealers?

A: The rule states that the managing underwriters shall
provide. upon request, purchasing dealers (including
syndicate members) with one copy of the final official
statement and cne additional official statement per
$100.000 par value of the new issue purchased by the
gealer and sold 1o the customer.

Q: What other information is a managing underwriter
required to deliver to a dealer that purchases new
issue municipal securities?

A: Therule aiso requires a manager to provide instructions
on how 10 obtain additional official statements from the
printer 1o any dealer seeking additional copies of the
gocument.

Q: From which does a purchasing dealer obtain G-32
disclosures, the managing underwriter or the selling
dealer?

A: A purchasing dealer may obtain rule G-32 disclosures
from either the selling dealer from which it purchased
the securities or from the managing underwriter.

DISCLLOSURES TO CUSTOMERS IN
CONNECTION WITH NEGOTIATED
UNDERWRITINGS

Q: iIn a negotiated underwriting, is a dealer required to
furnish any other information in addition to an official
statement to a customer?

A: Yes The dealer must disclose the following information:

(1) the underwnung spread.

{2) the amount of any fee received by the dealer as
agent for the 1ssuer In the distribution of the secu-
ntes; and

(3} the itial offering price for each maturty in the
Issue that is offered or to be offered in whole or in
part by the underwriter.

Q: If these disclosures are not made in the official state-
ment, does the dealer have to disclose them in another
document?

A: Yes

Q: what is the “underwriting spread” for purposes of
rule G-32?

A: Rule G-32 requires that the gross spread (i.e.. the dii-
ference between the price paid to the 1ssuer and the
initial reoffering price} be disclosed. A dealer may atso
include information about expenses, if it wishesto explain
1o the customer that the gross spread does not constituie
the profit actually realized by the dealer.

Q: if we received no fee for acting as an agent to the
issuer in the distribution of securities, must this fact
be stated?

A: No.

Q: Under rule G-32, are dealers who are not members
of a syndicate in a negotiated sale required to dis-
ciose the underwriting spread to their customers?

A: Yes. Rule G-32 provides that municipal securities deai-
ers must disclose the information specified in the rule
to al! customers to whom securities are sold during the
underwriting period. This applies to both members and
non-member dealers.

Q: Is it permissible to state in the official statement that
the underwriting spread is the difference between
the price paid to the issuer and the offering price?

A: No. The amount of the spread must be given, either in
gross dollars or in dollars or points per bond.

Q: since we have to provide reoffering prices, is it per-
missible to provide the price paid to the issuer and
iet the customer figure the spread?

A: No. The spread must be disclosed separately.

Q: Is it permissible to describe the underwriting spread
as the “underwriter's discount?”

A: Yes. This terminology is acceptabie.

Q: Would the following format constitute an acceptable
disclosure of the underwriting spread:

Application of Proceeds

Construction costs $120,000,000
Underwriter's discount 2,500,000
Legal Expenses 200,000
Printing & Miscelianeous

Expenses 300,000
Principal amount of bonds $123,000,000

A: Yes. The underwriting may be expressed either as a
total amount or as a listing of the components of the
gross spread.

Q: wWould the following statement satisfy the require-
ments of rule G-32 relating to the disclosure of the
underwriting spread in a negotiated sale:

“The underwriting spread is 3.476 points”?
A: Yes.

Q: Inanegotiated sale some maturities are sold out pre-
sale. Has an official statement complied with the
requirements of G-32, if in disclosing the initial offer-
ing prices, it merely indicates that those maturities
are not reoffered?
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A:

No. The Board has taken the position that the initial

offering price for each maturity must be disclosed whether
or not a particular maturity is reoffered.

RECORDKXEEPING

Q: Must a dealer maintain a record of deliveries ot rule

A:

Q:

G-32 disclosures?

Yes. Rule G-8 requires a dealer to maintain a record of
deliveries of rule G-32 disclosures. Rule G-9 requires
that these records be retained for a period of not less
than three years. The rule does provide fiexibility to a
dealer regarding how to maintain records of the deliv-
eries.

Have dealers always been required to maintain rec-
ords of deliveries of rule G-32 disclosures?

A:

No. These recordkeeping requirements have been in
effect since September 1985, The Board has indicated
that these recardkeeping requirements for dealers would
tacilitate enforcement of the other provisions of the rule.

DISCLOSURES IN CONNECTION WITH
SECONDARY MARKETS

Q: 1sadealer required to deliver a final official statement

A:

if a syndicate has closed and it no longer retains any
unsold securities (i.e., bonds paid for and delivered)?

No. Rule G-32 requires dealers to deliver final official
statements for new issue municipal securities that are
sold during the underwriting period. The rule does not
require the delivery of final official statements in the
secondary market.

(-
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Customer Account Transfers: Rule
G-26

Amendments Filed

When transferring a customer account the carrying

dealer would

® be required to request, in writing, instructions from
the customer as to the disposition of any “nontrans-
ferable™ assets,

& be allowed o take exception to a transfer instruction
only if it has no record of the account, the transfer
instruction is incomplete or the transfer instruction
contains an improper signature, and

® be required to use a designated transfer instruction
form.

On September 4, 1986, the Board filed with the Securities
and Exchange Commission amendments to rute G-26 con-
cerning cuslomer account transfers.” Rule G-26 is designed
to ensure that customer account transfers are accomplished
in a timely and efficient manner by municipal securities
dealers. The rule parallels rules adopted by the New York
Stock Exchange (NYSE) and the National Association of
Securities Dealers (NASD) and ensures that a uniform account
transier standard applies to all municipal securities dealers.
The proposed amendments would conform ruie G-26 to cer-
tain &f tihe provisions of the NYSE and NASD rules that have
been adopted subsequent to the effective date of rule G-26
in February 1986. The proposed amendments will become
eftective upon their approval by the Commission.

Background

Rule G-26 requires municipal securittes dealers to coop-
erate in the transfer of customer accounts. The rule estab-
iishes specific time limits, generally 10 days. within which
a dealer 1s required to transier a customer account. It imrts
the reasons for which a dealer may object 1o an account
transfer instruction to those nat involving securities positions
or money balance differences. The rule provides for the
establishment of fail-to-receive and fail-to-deliver contracts,
and reguires that fail contracts be resolved in accordance
with the Board's close-out procedures, rule G-12(h). In addi-

tion, the rule requires the use of automated customer account
transter systems in place at registered clearing agencies
when both dealers are participants in the clearing agency.
Finally, the rule requires municipal securities dealers to
submit copies of account transter instructions to the enforce-
ment agency having jurisdiction over the dealer carrying the
account, if the enforcement agency requests them,

Summary of Amendments

In order for the Board's account transfer procedure to
remain similar to that required by the NYSE and the NASD
rules, the Board determined to amend rule G-26 to conform
to certain of the provisions of the NYSE and NASD require-
ments adopted subsequent to the effective date of rule
G-26 that have application to municipal securities. The pro-
posed amendments would provide that if an account includes
a "nonstransferable” asset.? the dealer carrying the account
must request, in writing, instructions from the customer as
to the disposition of the asset, which includes liquidation of
the asset or retention by the carrying dealer. In addition, the
propased amendments would allow the carrying dealer to
take exception to a transfer instruction only if: {1} it has no
record of the account on its books: (2) the transfer instruction
is incomplete; or (3) the transfer instruction contains an
improper signature. The proposed amendments also des-
ignate a transfer instruction form, Form G-26, for use for
transfers of customers’ municipal securities accounts.? Finally,
the proposed amendments provide for other technical
amendments to rule G-26, including the type of information
regarding the securities in the customer account which the
carrying dealer must deliver to the receiving dealer.

September 4, 1986

Text of Proposed Amendments*

Rule G-26. Customer Account Transfers
{a) Definitions. For purposes of this rule, the follewing
terms have the following meanings:
{i} The term “delayed delivery asset” means an asset
subject to a delayed detivery and includes when-issued

Questions about this notice may be directed to Diane
G. Klinke, Deputy General Counsel.

'SEC File No. SR-MSRB-86-12. Commenis filed with the SEC concerming these amendments should refer to the File Number. o ) .
2A “nontransierabte " asse! Is defined as an assel that 1s incapable of being transferred from the carrying dealer to the receiving dealer because it is an issue in
default for which the carrying dealer does not possess the proper dencminations 1o ettect delivery and no transfer agent is avaiiable to re-register the securilies.

3Form G-26 1s reprinted ater the proposed amendments
“Undertining indicates new language: broken rule indicates deletions
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{ii)The term “in-transfer asset” means an asset which
has been submitted to the registrar or transfer agent for
transter and shipment to the customer at the time the
transter instruction is received by the carrying party.

(i) The term "nontransferable asset” means an asset

(H) (iii} The carrying pary and the receiving party must
promEtT; resolve any exceptions taken to the transter
instruction.

{iv} Upon validation of a transfer instruction, the carrying
party must:

that is incapable of being transferred from the carrying

party to the receiving party because it is an issue in default

for which the carrying party does not possess the proper
denominations to effect delivery and no transfer agent is
available to re-register the securities.

{a} (b) Responsibility to Expedite Customer's Request.
When a customer whose municipal securities account is
carried by a munigipal securities-broker, er dealer or munic-
ipal securities dealer (the “carrying party') wishes to transfer
its entire account to another muAisipal securities broker, er
dealer or municipal securities deaier (the “receiving party")
anc gives written notice of that fact to the receiving party,
Both muRicipal secdrities: brokers or dealers-the receiving
party and the carrying party must expedite and coordinate
achvities with respect to the transier as foliows.,

{c) Transier Instructions. )

(i) Parties may use Form G-28, the transfer instruction
prescribed by the Board. orthe transfer instructions required
by a clearing agency registered with the Securities and
Exchange Commission in connection with its automated
custorner account transfer system, or transter instructions
that are substantiafly similar to those required by such
cieaning agency. when accomplishing account transfers
pursuant 1o this rute.

(1) f an account includes any nontransferable assets,
the carrying party must request. in writing and prior to or
at the ume of validation of the transfer instruction, further
Instructions from the customer with respect to the dispo-
sition of such assets. Such reguest shail provide the cus-
tomer weth the foliowing alternative methods of disposition
of nontransferable assets. if applicable:

(A) _hquidation. with a specific indication of any
redemption or other hquidation-related fees that may
result from such liguidation and that those fees may be
deducted from the money balance due the customer; or

(B) retention by the carrying party for the cuslomer's
benefit

(d) Transfer Procedures

{1} Upon receipt from the customer of a signed breker
{o-broke+ transfer instruction to receive such customer's
securrties account trom the carrying party. the receiving
party must immediatlely submit such instruction to the
carrying party. The carrying party must, within five busi-
ness days following receipt of such instruction, validate
and return the transfer nstruction to the receiving party
{with an attachment reflecting all positions and money
balances as shown on its books) or take exception to the
transier instruction for reasons other than securities posi-
tions or money balance differences and advise the receiv-
ing party of the exception taken.

{ti) A carrying parly may take exception to a transfer
instruction only it:

(A} it has no record of the account on its books:

(B) the transfer instruction is incomplete; or

(C) the transfer instruction contains an improper sig-
nature.

(A) "freeze” the account to be transierred. j.e.. all
open orders must be cancelled and no new orders may
be taken; and

(B) return the transfer instruction to the receiving party
with an attachment indicating all securities positions
and any money balance in the account as shown on the
books of the carrying party. Except as hereinafter pro-
vided, the attachment must include a then-current mar-
ket value for all assets in the account. However. delayed
delivery assets, nontransferable assets, and assets in-
transfer to the customer, need not be valued, although
the "delayed delivery,” "noniransferabie.” or “in-trans-
fer" status of such assets, respectively, must be indi-
cated on the attachment. A carrying party must provide
the description set forth in rule G-12(c)(v)(E) with respect
10 any municipal security that has not been assigned a
CUSIP number in an account it is to transfer.

(1) (v) Within five business days foliowing the validation
of a transfer instruction, the carrying party must complete
the transfer of the account to the receiving pary. The
receiving party and the carrying party must immediately
establish fail-to-receive and fail-to-deliver contracts at the
then-current market value as of the date of validation upcn
their respective books of account against the long/short
positians in the customer's accounts that have not been
physically deliveredireceived and the receiving party/car-
rying party must debil/credit the related money amount.
Nontransferable assets and assets in-transfer to the cus-
tomer are exempt from the requirement that fail-to-receive
and fail-to-deliver contracts must be established for posi-
tions in a customer's securities account that have not been
physically delivered. Zero value fail-to-receive and fait-
to-deliver instructions shall be established for delayed
delivery assets. The customer's account(s) shall there-
upon be deemed transferred.

(vi) To the extent any assets in the account are not
readily transferable, with or without penalties, such assets
are not subject to the time frames required by the rule:
and if the customer has authorized liquidation of any non-
transferable assets, the carrying member must distribute
the resulting money balance to the customer within five
business days following receipt of the customer's dispao-
sition instructions.

(b) (e) Fail Contracts Established. :

Any faii contracts resulting from this account transfer pro-
cedure must be closed out in accordance with rule G-12(h).

(e) (f) Prompt Resolution of Discrepancies. Any discrep-
ancies relating to positions or money balances that exist or
occeur after transfer of a customer's securities account must
be resolved promptly.

) (g) Exemptions.

The Board may exempt frorm the provisions of this rule,
either unconditionally or on specified terms and conditions,
any dealer or any type of account, security or municipal
security.

{e) (h) Participant in a Registered Clearing Agency. When
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both the carrying party and the receiving party are direct
participants in a clearing agency registered with the Secu-
rities and Exchange Commission offering automated cus-
tomer securities account transfer capabilities, the account
transfer procedure, including the establishing and closing
out of fail contracts, must be accomplished pursuant to the
rules of and through such registered clearing agency.

# (i) Forwarding Copy of Form G-26 to Enforcement
Authority on Request. The carrying party shall forward a copy
of each customer acceount transfer instruction issued pur-
suant to paragraph (a) (c}{i) to the enforcement authority
having jurisdiction over the carrying party member, at the
request of such authority.

Text of Form G-26

FORM G-26
CUSTOMER ACCOUNT TRANSFER INSTRUCTION
Date:
Carrying Party

Carrying Party
Account Number

Tax |D or 5SS Number

Receiving Party

Receiving Party
Account Number

Account Title

To:
Receiving Party Name andg Address -

Please receive my entire account from the betow indicated

carrying pary and remit to 1t the debit balance or accept
from itthe credit balance in my municipal securities account.

To:
Carrying Party Name and Address

Please transfer my entire municipal securities account to the
above indicated receiving party, which has been authorized
by me to make payment to you of the debit balance or to
receive payment of the credit balance in my municipal secu-
rities account. | understand that to the extent any assets or
instruments in my municipal securities account are not read-
ily transferable, with or without penalties, such assets or
instruments may not be transterred within the time frames
required by rule G-26 of the Municipal Securities Rule-
making Board.

I understand that you will contact me with respect ta the
disposition of any assets in my municipal securities account
that are nontransferable. If certificates or other instruments
in my securities account are in your physical possession, |
instruct you to transfer them in good deliverable form to
enable such receiving firm to transfer them in its name for
the purpose of sale, when and as directed by me.

Upon validation of this transfer instruction, | instruct you to
cancel all open orders for my municipat securities account
on your books.

Customer's Signature Date

Customer's Signature Date
(If joint account)

It is suggested that a copy of the customer's most recent
account statement be attached.

Receiving Party Contact

Name Phone Number
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Arbitration: Rule G-35

Amendments Approved

The amendments—

e permit the Director of Arbitration to appoint a panel
of three to five arbitrators to decide customer claims
under $500,000,

e permit the arbitrators to bar at the hearing a respon-
dent's arguments or defense if the respondent fails
to submit an answer in a timely manner, and

e impose an adjournment fee on the party requesting
and granted an adjournment after a panel of arbitra-
tors has been chosen.

On June 18. 1986. the Securities and Exchange Commis-
sion approved amendments to rule G-35, the Board's arbi-
tration code ~ The amendments conform the provisions of
the Board's arbitration code 10 recent amendments to the
Uniform Arbitration Ceode devetoped by the Secunties Indus-
ry Conference on Arbitration which is composed of the rep-
resentatives of the Board. nine other self-regulatory organi-
zations. four public members. and the Securities Industry
Association The amendments became eflective upon
approval by the Commission.

Summary of Amendments

Artutration Panels. The amendment to section 12 of rule
G-35 permits the Director of Arbitration to appoint an arbi-
tration panel of from three to five persons to decide customer
claims of up to $500.000. and five persons for claims over
$500.000. This modifies the current provision which requires
a panel of five arbitrators for any customer claim over $100,000
and gives the Director of Arbitration more flexibihty in the
formation of arbitration panels.” The amendment also aliows
the parties to waive their nght to a five-person panel.

Answers of Respondents. The amendment to section allows
the arbitrators to decide whether a respondent who fails to
file a timely answer may be barred from presenting any
arguments or defenses at the hearning. This amendment is
designed to encourage respondents to file answers 1n a
timely manner so that claimants can prepare adequately for
hearings.

!SEC Release No. 34-23336

Adjournment Fee. The amendment to section 20 imposes
a fee on any party who requests and is granted an adjourn-
ment after arbitrators have been appointed. As the volume
of arbitration cases increases, it becomes more difficult to
reschedule adjourned hearings. In addition, adjournments
increase costs and place an administrative burden on arbi-
trators and on the arbitration staff. The proposed fee covers
some of the costs associated with these adjournment requests.
The arbitrators are permitted to waive the adjournment fee
when appropriate circumstances exist.

June 18, 1986

Text of Amendments*

Ruie G-35. Arbitration
Sections 1 through 4. No ¢hange.
Section 5. Initiation of Proceedings
Except as otherwise provided herein, an arbitration pro-
ceeding under this Arbitration Code shall be instituted as
follows:
(a) No change.
(b)(1) No change.
{(2){i) through (ii} No change.

(iii) A respondent. responding ciaimani, cross-
claimant or third party respondent who fails to file an
answer within 20 business days from receipt of ser-
vice, or unless the time to answer has been extended
pursuant to subsection () below, may, in the discre-
tion of the arbitrators, be barred from presenting any
matter, arguments or defenses at the hearing.

(¢) through (f) No change.

Sections 6 through 11. No change.

Section 12. Designation of Number of Arbitrators
(a) Controversies Involving Persons Other Than Munic-

ipal Securities Brokers or Municipal Securities Dealers

(1)Except as otherwise provided in this Arbitration

Code, in all arbitration matters in which a person other
than a municipal securities broker or municipal secu-
rities dealer is involved and where the matter in contro-
versy does not exceed the amount of-$160;808 $500,000.

Questions about the amendments may be directed
to Diane G. Klinke, Deputy General Counsel.

?In inter-cealer controversies, the Code currently provedes for a panel of from three to five arbitrators tor claims of any amount.

“Unaeriining indicates new language. broken rule indicates aglenons
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or where the matter in controversy does not involve or
disclose a money claim or the amount of damages cannot
be readily ascertained at the time of commencement of
the proceeding, the Director of Arbitration shall appoint
an arbitration pane! which shall consist of no less than
three nor more than five arbitrators, at least a majority
of whom shali not be associated with a broker, dealer
or municipal securities dealer unless such person
requests a panel consisting of a majority of arbitrators
associated with a broker, dealer or municipal securities
dealer.

(2) tn all arbitration matters in which a person other
than a municipal securities broker or municipal secu-
rittes dealer is involved, and where the amount in con-
troversy exceeds $1680:808 $500.000, the Director of
Arbitration shall appeint an arbitration panel which shall
consist of five arbitrators, unless the parties agree in
writing to a panel of three arbitrators, at least three of

whom shall not be associaled with any broker, dealer
or municipal securities dealer unless such person
requests a panel consisting of a majority of arbitrators
associated with a broker. dealer or municipal securities
dealer.
(b) No change.
Sections 13 through 19. No change.
Section 20. Adjournments
{a) The arbitrators may, in their discretion, adjourn any
hearing either upon their own initiative or upon the request
of any party to the arbitration.
(b) A party requesting an adjournment after arbitrators
have been appointed, if said adjournment is granted, shall

pay a fee equal to the deposit of costs but not more than

$100. The arbitrators may waive this fee or in their award

may direct the return of this adjournment iee.

Sections 21 through 35. No change.
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Letters of
Interpretation

Rule G-17—Description Provided at or Prior to the Time
of Trade

This is in response o your February 27, 1986 letter and
our prior telephone conversation concerning the application
of Board rules to the description of municipal securities
exchanged at or prior to the time of trade. You note that it is
becoming more and more comman in the municipal secu-
nties secondary market for sellers, both dealers and custom-
ers. to provide only a “limited description" and CUSIP num-
ber for bonds being sold. Recently you were asked by a
customer to bid on $4 million of bonds and were given the
coupon. maturity date. and issuer. When you asked for more
information, you were given the CUSIP number. You then bid
on and purchased the bonds. After the bonds were con-
firmed. you discovered that the bonds were callable and
that. when these bonds first came 10 market, they were priced
to the call. You state that the seller was aware that the bonds
were caltable

Your letter was referred to a Committee of the Board which
has responsibility for interpreting the Board's fair practice
rules. That Committee has authorized this response.

Board rule G-17 provides that

Inthe conduct of its municipal securities business. each

broker, dealer, and mumcipal securities dealer shall

deal fairly with all persons and shall nat engage i any

deceplive. dishonest, or unfar practice. (emphasis

added)
The Board has interpreted this rule to require that. in con-
nection withthe purchase from or sale of a municipal security
to a customer. at or before execution of the transaction, a
dealer must disclose all material facts concerning the trans-
action which could affect the customer's invesiment deci-
sion and not omit any matenal facts which would render
other statemenis misleading. The fact that a municipal secu-
rity may be redeemed in-whole, in-par, or in extraordinary
cireumstances prior to maturity is essential to a customer's
investment decision and is one of the facts a dealer must
disclose.

| note from our telephone conversation that you ask whether
Board rules specify what information a customer must dis-
close to a dealer at the time it solicits bids to buy municipal
securities. Customers are not subject to the Board's rules,
and no specific disclosure rules would apply 1o customers

beyond the application of the antifraud provisions of the
federal secuwrities laws. | note, however, that a municipal

- securities professional buying securities from a customer

should obtain sufficient information about the securities so
that it can accurately describe these securities when the
dealer reintroduces them into the market.

In regard to inter-dealer transactions, the itemns of infor-
mation that professionals must exchange at or prior to the
time ot trade are governed by principles of contract law and
essentially are those iterns necessary adequately to describe
the security that is the subject of the contract. As a general
matter, these items of information may not encompass all
material facts, but must be sufficient to distinguish the secu-
rity from other similar issues. The Board has interpreted rule
G-17 to require dealers to treat other dealers fairly and to
hold them to the prevailing ethical standards of the industry.
Also, dealers may not knowingly misdescribe securities to
another dealer. MSRB Interpretation of April 30, 1986, by
Diane G. Klinke, Deputy General Counsel/.

Rule G-12 and G-15—Disclosure of Pricing: Caiculating
the Dollar Price of Partially Prerefunded Bonds

This is in response to your March 21, 1986 letter concern-
ing the application of Board rules to the description of
municipal securities provided at or prior to the time of trade
and the application of rules G-12(c) and G-15(a) on calcu-
fating the dollar price of partially prerefunded bonds with
mandatory sinking fund calls.

You describe an issue, due 10/1/13. Mandatory sinking
fund calls for this issue begin 10/1/05 and end 10/1/13.
Recently, a partial refunding took place which prerefunds
the 2011, 2012 and 2013 mandatory sinking fund require-
ments totalling $11,195,000 {which is 43.6% of the issue) to
10/1/94 at 102. The certificate numbers for the partial pre-
refunding will not be chosen until 30 days prior to the pre-

refunded date. Thus, a large percentage of the bonds are

prerefunded and all the bonds will be redeemed by 10/1/10
becausethe 2011, 2012, and 2013 maturities no longer exist.

You note that the bonds should be described as partially
prerefunded to 10/1/94 with a 10/1/10 maturity. Also, you
state that the price of these securities should be calculated
to the cheapest call, in this case, the partial prerefunded
date ot 10/1/94 at 102. You add that there is a 9% point
diflerence in price between calculating to maturity and to
the partially prerefunded date.

You note that the descriptions you have seen on various
brokers’ wires do not accurately describe these securities
and a purchaser of these bonds would not know what they
bought if the purchase was based on current descriptions.
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You ask the Board to address the description and calculation
problems posed by this issue.

Your letter was referred to a Committee of the Board which
has responsibility for interpreting the Board's fair practice
rules. That Committee has-autherized this response.

Board rule G-17 provides that

Inthe conduct of its municipal securities business. each

broker, dealer, and municipal securities dealer shall

deal fairly with all persons and shalt not engage in any
deceptive, dishonest, or unfair practice.

In regard to inter-dealer transactions, the items of infor-
mation that professionals must exchange at or prior to the

time of trade are governed by principies of contract law and |

essentially are those items necessary adequately to describe
the security that is the subject of the contract. As a general
matter, these items of information do not encompass all
material facts, but should be sufficient to distinguish the
security from other similar issues. The Board has interpreted
rule G-17 to require dealers 1o treat other dealers fairly and
10 hold them to the prevailing ethical standards of the indus-
try.” The rule also prohibits dealers from knowingly misdes-
cribing securities to another dealer.?

Board rutes G-12(c} and G-15(a) require that .

where a transaction is effected on a yield basis, the

dollar price shall be calculated to the lowest of price to

call. price 10 par option, or price to maturity. . .
Inaddition, for customer confirmations, rule G-15(a) requires
that

for transactions effected on the basis of dollar price, . . .

the lowest of the resulting vield to call. yield to par

option. or yield 1o maturity shall be shown . . ..

These provisions also require, Incases in which the resulting
dellar price or yield shown on the confirmation is calculated
to call or par option. that this must be stated and the call or
option date and price used inthe calculation must be shown.
The Board has determined thal, for purposes of making this
computation. onty “in-whole” cails should be used.” This
requirement reflects the longstanding practice of the munic-
ipal securitigs industry that a price calculated to an “in-parn”
call. for example. a paruial prerefunding date. I1s not ade-
gquate because, depending on the probability of the call
provision being exercised and the portion of the 1ssue sub-
ject 1o the call provision, the effective yield based on the
price to a parual prerefunding date may not bear any retation
1o the likely return on the investment,

These provisions of rules G-12(c) and G-15(a) appiy. how-
ever, only when the parties have not specified that the bonds
are priced 1o a specific cali date. In some circumstances.
the parties to a particular transaction may agree thal the
transaction 1s effected on the basis of a yield to a particular
date. e.g.. a partial prerefunding date, and that the doliar
price will be computed in this fashion. I that 1s the case, the
yield 1o this agreed upon date must be included on confir-
mations as the yield at which the transaction was effected

and the resulting dollar price computed to that date. logetner
with a statement that it is a “yield to [date].” In an August
1979 interpretive notice on pricing of callable securities, the
Board stated that. under rule G-30. a dealer pricing securi-
ties sold to a customer on the basis of a vield to a specitied
call feature should take intc account the possibility that the
call feature may not be exercised.* Accordingly. the price
to be paid by the customer shouid reflect this possibility,
and the resulting vield to maturity should bear a reasonabie
relationship to yields on securities of similar quality and
maturity. Failure to price securities in such a manner may
constitute a violation of rule G-30 since the price may not
be “fair and reasonable” in the event the call feature is not
exercised. The Board also noted that the fact that a custemer
in these circumstances may realize a yield in excess of the
yield at which the transaction was effected does not relieve
a municipal securities dealer of its responsibilities under
rule G-30.

Accordingly, the calculation of the dollar price of a trans-
action in the securities you describe, unless the parties have
agreed otherwise, should be made to the lowest of price to
the first in-whole call, par option, or maturity. While the
partial prerefunding effectively redeems the issue by 10/1/10
the stated maturity of the bond is 10/1/13 and, subject to
the parties agreeing to price to 10/1/10, the stated maturity
date should be used. MSAB Interpretation of May 15, 1986,
by Diane G. Klinke, Deputy General Counsel

Rule G-15—Callable Securities: Pricing to Mandatory
Sinking Fund Calls

This s in response to your February 21, 1986 letter con-
cerning the application of rule G-15(a) regarding pricing to
prerefunded bonds with mandatory sinking fund calls.

You give the following example:

Bonds, due 7/1/10, are prerefunded to 7/1/91 at 102. There
are $17,605,000 of these bonds outstanding. However, there
is a mandatory sinking fund which will operate to call
$1.000.000 of these bonds at par every year from 7/1/86 to
711/91. The balance ($11,605,000) then will be redeemed
7/1/81 at 102, |f this bond is priced to the 199t prereiunded
date in today's market at a 6.75 yield, the dollar price would
be approximately 127.94. However, if this bond is called
7/1/86 at 100 and a customer paid the above price, his/her
yteld would be a minus 52 percent {(—52%) on the called
portion,

You state that the correct way to price the bond is to the
711186 par calt at a 5% level which equates to an approximate
dollar price of 102.61. The subsequent yield to the 7/1/91 at
102 prerefunded date would be 12.33% if the bond survived
all the mandatory calls to that date. You note that a June 8,
1978, MSRB interpretation states, “the calculation of dollar
price to a premium call or par option date should be to that
date at which the issuer may exercise an option to call the

'tn addhion, the Board has inferpreted ths rule 1o require thal 1In canneclion with the purchase from or sale of a2 municipal securily to a customer, at or before

execulion ot the transaction, a dealer must aisclose all matenal facts concernin

a complete description of the secunty, and not omit any material facts which

g the transaction which could affect the customer's investment decision, including
would render other statements misleading.

2While the Board does not have any spectiic diselosure requaements applicable to dealers at the tme of trade, a dealer is free to disclose any unique aspect of
an 1ssue For example. in the 1ssue described above. a dealer may decide o disclose the “effective” maturity date of 2010, as well as the staled maturity dale of

2013

2See MSHB Interpretation of December 10. 1980, by Donald F. Donahue. Deputy Executive Director, MSAB Manual (CCH) 93571,
‘See MSRB Interpretation of August 10, 1979, by Donald F. Donahue, Deputy Executive Director, MSAB Manual (CCH) 13646.
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whole of a particular issue or, in the case of serial bonds, a
particular maturity, and not to the date of a call in-part.™ You
believe, however, that, as the rule is presentiy written, deal-
ers are leaving themselves openfor litigation from customers
it bonds, which are trading at a premium, are not priced to
the mandatory sinking fund call. You ask that the Board
review this interpretation.

Your letter was referred to a Committee of the Board which
has responsibility for interpreting the Board's fair practice
rules. That Committee has authorized this response.

Rule G-15(a)(i)(1) requires that on customer confirmations
the yietd and dollar price for the transaction be disclosed
as the price (if the transaction is done on a yield basis) or
yieid (if the transaction is done on the basis of the dollar
price) calcwated to the lowest price or yield to cali, to par
option, or to maturity. The provision also requires, in cases
in which the resulting dollar price or yieid shown on the
confirmation is calculated to call or par option, that this must
be stated and the call or option date and price used in the
calculation must be shown. The Board has determined that,
for purposes of making this computation, only “in-whole”
calts should be used.? This requirement reflects the long-
standing practice of the municipal securities industry that a
price calculated to an “in-part" call, such as a sinking fund
call, is not adequate because, depending on the probability
of the call provision being exercised and the portion of the
issue subject to the call provision, the effective yield based
on the price to a sinking fund date may not bear any relation
to the likely return on the investment.

Rule G-15(a)(i)(1) applies, however, only when the parties
have not specified that the bonds are priced to a specific
call date. In some circumstances, the parties to a particular
transaction may agree that the transaction is effected on the

basis of a yield to a particular date, e.g.. put option gaie.
and that the dollar price will be computed in this fashion.
that is the case. the yield to this agreed upon date must be
included on confirmations as the yield at which the trans-
action was effected and the resulting dollar price computed
to that date, together with a statement that it is a “vield to
[date].” In an August 1979 interpretive notice on pricing of
callable securities, the Board stated that, under rule G-30.
a dealer pricing securities on the basis of a yield to a spec-

. ified call feature should take into account the possibility that

the call feature may not be exercised.® Accordingly, the
price to be paid by the customer should reflect this possi-
bility, and the resulting yield to maturity should bear a
reasonable relationship to vields on securities of similar
quatity and maturity. Failure to price securities in such a
manner may constitute a violation of rule G-30 since the
price may not be “fair and reasonable” in the event the call
feature is not exercised. The Board also noted that the fact
that a customer in these circumstances may realize a yield
in excess of the vield at which the transaction was effected
does not relieve a municipal securities dealer of its respon-
sibilities under rule G-30.

Accordingly, the calculation of the doliar price of a trans-
action in the securities in your example, uniess the parties
have agreed otherwise, should be made to the prerefunded
date. Of course, under rule G-17 on fair dealing, dealers
must explain to customers the existence of sinking fund calls
at the time of trade. The sinking fund call, in addition, should
be disclosed on the confirmation by an indication that the
securities are "callable.” The fact that the securities are
prerefunded also should be noted on the confirmation. MSAB
Interpretation of April 30, 1986, by Diane G. Klinke, Deputy
General Counsel

1See MSRB Interpretation of June 8, 1978, by Mark 8. Sisitsky. Deputy Generat Counsel, MSAB Manual (CCH) %3571.21.
25ee MSRB Interpretation of December 10. 1980. by Denald F. Donahue. Deputy Executive Director, MSAB Manwal (CCH) 13571,
3See MSRB Imerpretation of August 10. 1979, by Donald F. Donahue. Deputy Executive Director, MSAB Manual (CCH) 13646.
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Publications List

Manuals and Rule Texts

MSRB Manual*

Compiete text of MSRB rutes, interpretive notices and letters.
Includes samples of forms, texts of the Securities Exchange
Act of 1934 and of the Securities Investor Protection Act of
1970, as amended, and other applicable rules and regula-
tions aflecting the industry. Aiso includes notices on pro-
posed. amended and rescinded rules from exposure draft
through SEC approval.

April 11988 e $6.00

MSAB Rules®

Complete text of MSRB rules, interpretive notices and letiers
as reprinted in the MSRB Marnual. Also includes samples of
forms. Use of the Rules satisfies the requirements of rule
G-29.

APTIL 1, 19BB . e $2.50

Glossary of Municipal Securities Terms

Glossary of terms {adapted from the State of Florida's Glos-
sary of Municipal Bond Terms) defined according to use in
the mumecipal securiies industry.

0BG . . e $1.50

Professional Qualification Handbook

A guide to the requirements for qualification as a municipal
secunties representative. principal. sales principal and
financial and aperations principal. with questions and answers
on each category. Includes sections on examination pro-
cedures. waivers. disqualification and lapse of qualification,
the text of MSRB quahification rules. and a glossary of terms.
July 1986 ... ....... Scoplesperyear .......... No charge
Each additionat COPY - .« v vvvrrvoe i ees 3$1.50

Manual on Close-Out Procedures

A discussion of the close-out procedures of rule G-12(h)(i)
iIn a questton and answer format Includes the text of rule
G-12{n){1) with each sentence indexed to particular ques-
ttons, and a giossary of terms

January 1, 1985 e $3.00

Arbitration information and Rules

Pamphlet reprinting SICA’s Arbitration Procedures and How
to Proceed with the Arbrtration of a Small Claim, text of rules
A-16 and (G-35. glossary of terms. and list of sponsaring
organizations.

1984 No charge

“Reprinted semi-annuaily in sofl cover

Instructions for Beginning an Arbitration

Step-by-step instructions and forms needed for filing an
arbitration claim.

1B e No charge

Reporter and Newsletter

MSRB Reporis

The MSRB's reporter and newsletter to the municipal secu-
rities industry. Includes notices of rule amendments filed
with and/or approved by the SEC, notices of interpretalion
of MSRB ruies, requests for comments from the industry and
public and news items.

Biftrimonthly .. ... No charge

Examination Study Outlines

A series of guides outlining subject matter areas a candidate
seeking professional qualification is expected to know; each
outline includes a list of reference materials and sample
guestions.

Study Outline: Municipal Securities Representative Qual-
ification Examination

Qutline for Test Series 52.

April 1886 ... ... No charge

Study Outline: Municipal Securities Principal Qualifica-
tion Examination

Qutline for Test Series 53.

September 1985 . ... ... No charge

Study Outline: Municipal Securities Financial and Oper-
ations Principal Qualification Examination

QOutline for Test Series 54.

178 e No charge

Pamphlets

Information

Pamphiet describing Board structure and responsibility, the
rulemaking process, and communication with the industry.
1-500 CORIBS ... ovirriei i v No charge
OverB00 ..o e $.05 per copy

Information for Investors
Pamphlet describing Board rulemaking authority, the rules
protecting the investor, arbitration and communication with
the industry and investors.
1=B00COPIBS ...ovieeiiii e No charge
OverB00 ..o e $.05 per copy
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Description Price Quantity Amount Due
MSRB Manual $6.00
MSRB Rules $2.50
Glossary of Municipal Securities Terms $1.50

Protessional Qualification Handbook

5 copies per year (no charge)
Each additional copy $1.50

Manual on Close-Out Procedures

$3.00

Arbitration |Information and Rules

{no charge}

Instructions for Beginning an Arbitration

{no charge)

Study Qutline: Municipal Securities
Representative Qualifications Examination

{ng charge)

Study QOutline: Municipal Securities
Principal Qualifications Examinaticon

{no charge)

Study Qutline: Municipal Securities
Financial and Operations Principal

{no charge)

MSRB Information

MRSB Information for Investors

1-500 copies (no charge)}
QOver 500 copies $.05 per copy

Requested by:

Ship to:

Attention:

Address.

Total Amount Due

7] Check here i you want to receive MSAB Reports.
[] Check here if you want to have MSRB Reports sent to additional recipients. {Please list the names and addresses of any
additionat recipients on the back of this form.}

Date:

All orders far publications that are priced must be submitied by mail along with payment for the full amount due. Requests
for priced publications will not be honored until payment is received. Make checks payable to the “Municipal Securities

Rulemaking Board” or “"MSRB."






