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Richard D. Thayer
Elected to Vacated
Board Seat

The Board announces that Richard D. Thayer, Senior Vice
President of the Securities Department at South Carolina Na-
tional Bank in Columbia, South Carolina, has been electedto fill
the seatonthe Board vacated by Louis Betanzos, who resigned
from the Board in February of this year, He will serve on the
Board until September 30, 1992, :

Priorto joining the bank in 1988, Mr. Thayer was President of
Citizens & Southern Securities Corp. Heisalso onthe Board of
the Bank Capital Markets Association and BHC Securities, Inc.
and a member of the Money Market Committee of the Public
Securities Association,
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Board Priorities

To ensure the integrity and efficiency of the municipal secu-
rities market and to carry out its rulemaking activities, the MSRB
believes that it must take whatever steps are necessary:

1. to provide market participants {investors, dealers, and issu-
ers) with more information regarding the description of se-
curities,

2. to provide market participants with more information about
the issuers of securities,

3. to provide market participants with more information about
the value of securities,

4. toincrease the responsibility of issuer agents (e.g., financial
advisors, trustees, transfer agents, paying agents, and
bond attorneys) to the market,

5. to raise the ethical standard of the industry and ensure the
vigorous enforcement of Board rules,

6. toimprove the clearance and settlement system for munici-
pal securities consistent with national goals.

Staff Appointment

Harold L. Johnson has been appointed Deputy General
Counsel. Mr. Jehnson has been with the Board since 1984,
serving as Assistant General Counsel and Associate General
Counsel. Before coming to the Board, he was lLegislative
Assistant to the Hon. Walter B. Jones of the U.S. House of
Representatives, Priorto that, he held a law clerkship withthe
Institute of Government of North Carolina. Mr. Johnson re-
ceived his law degreein 1980, and his undergraduate degreein
19786, from the University of North Carolina

New Issue of MSRB Manual

The updated soft-cover edition of the MSAB Manual, dated
April 1, 1980, now is available.

The MSAB Manual, published by Commerce Clearing
House, includes the Securities Exchange Act of 1834, the Secu-
rities Investor Protection Act of 1970, Board rules and interpre-
tations, pertinent regulations of other agencies and samples of
forms.

Copies of the updated Manual may be obtained from the
Board's offices by submitting a complsted order form along
with payment infull for the amount due. Anorderformislocated
on page 20 of this issue. The cost of the Manual is $5.00.

Calendar

February 6 — Effective date of G-35 on adminis-
trative changes to arbitration
— Effective date of G-32 technical

changes

July 1 — Effective date of revisions to
principal exam

July 16 — Effective date of rules G-27 and G-9
on supervision requirements

Pending —- (3-36 and G-8 con delivery of

official statements to the Board
— -35 on definitions of industry and
public arbitrators

May 1990 ~
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Public Access Facility for Official
Statements: Rule G-36

Amendments Filed

The amendments would provide a public access facility
for review of official statements and would require under-
writers to provide the Board with two copies of an official
statement,

On February 27, 1980, the Board filed with the Securities and
Exchange Commission (Commission) an amendment to pro-
posed rule G-36, regarding the delivery of official statements
and other information to the Board or its designes, and a stated
policy, pursuant to proposed rule G-36, regarding a public
access facility for official statements acquired pursuant to that
rule.t

Summary of Amendments

The Board, on November 13, 1989, filed proposed rule G-36,
which is intended to begin the coflection process for docu-
ments to be included in the Municipal Securities Information
Library™ aor MSIL™ system,2 an electronic repository for official
statements and other documents that would function much like
a public library that stores and indexss the documents and
provides copies of the documents 10 panties requesting them
for a fee. Proposed rule G-36 would require undarwriters of
certain municipal securities issues to provide to the Board or its
designee a copy of the final official statement and a completed
Form G-36.

The Commission staft, after reviewing proposed rule G-36,
suggested thatthe Board provide access to the public to official
statements collected pursuant to rute G-36 priorto thetime such
documents are available from the MSIL system. In responseto
this suggestion, the Board determined to amend proposed rule
G-36 to provide for the establishment of a public access facility
open to the public, with a photocopy machine available. In
addition, the amendments require underwriters to provide two
copies of official statements (and any amended official state-
ments) 10 the Board, along with two coples of Form G-36. This
should ensure that a complete set of documents is available

1 SEC File No. SR-MSRB-89-9, Amendment No. 1.

fram the public access facility without causing the documents
that are to be included in the MSIL system to be handled
excessively, Finally, in response to a commentator, the Board
has revised proposed rule G-36(c){1), with regard to certain
issues not subjecttorule 15¢2-12, to clarify that Form G-36 must
besent to the Board only when an official statement In final form
is prepared and sent to the Board.

February 27, 1990

Text of Amendments*

Rule G-36. Delivery of Final Official Statements and Form
G-36 to Board or its Designee

(@ Nochangs.
(b} Delivery Requirements for Issues Subject to Securities
Exchange Act Rule 15¢2-12. Each broker, dealer or municipal
securities dealer that acts as an underwriter in a primary offering
of municipal securities subject to Securities Exchange Act rule
15¢2-12 shall send to the Board or its designee by certified or
registered mail, or some other equally prompt means that
provides a record of sending, within one business day after
receipt of the final official statement from the issuer or its
designated agent, but no later than 10 business days after any
final agreement to purchase, offer, or seil the municipal securi-
ties, the following documents and written information: enecepy
two copies of the final official statement; and a two copies of
completed Form G-36 prescribed by the Board, Including the
CUSIP number or numbers for the issue.
(c) Defivery Requirements for Issues not Subject to Securities
Exchange Act Rule 15c2-12.
(i} Subjectto paragraph (i), below, each broker, dealer, or
municipal securities dealer that acts as an underwriterin a
primary offering of municipal securities not subject to Se-
curities Exchange Act rule 15¢2-12 shall send to the Board
or its designee, by certified or registered mail, or some
other equally prompt means that provides a record of
sending, within one business day of delivery of the securi-

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

2 Municipal Securities Information Library and MSIL are trademarks of the MSRB.

* Underlining indicates new language; strikethrough indicates deletions,
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ties by the issuerto the broker, dealer, or municipal secu-

rities dealer, the following documents and written informa-

tion: aeepy two copies of the official statement infinatform,

it prepared by or on behalf of the issuer; and &, if an official

staternent in final form is prepared, two copies of com-

pleted Form G-36 prescribed by the Board, including the

CUSIP number or numbers for the issue.

(iy This section shall not apply to primary offerings of

municipal securities, regardless of the amount ofthe issue,

if the issue qualifies for an exemption set forth in Securities

Exchange Act rule 15¢2-12(c).
(d) Amended Official Statements. Inthe event a broker, dealer,
or municipal securities dealer provides to the Board or its
designee an official statement pursuant to sections () or (c},
above, and the official statement is amended or "stickered" by
the tssuer during the underwriting period, such broker, dealer,
or municipal securities dealer must send to the Board or its
designes, by certified or registered mail, or some other equally
prompt means that proviges a record of sending, two copies of
the amended official statement within one business day of
receipt from the issuer, along with two copies of a statement
including: the CUSIP number or numbers for the issue; the fact
that the official statement previously had been sent to the Board
or its designee and that the official statement has been

amended,
{e) through {g) No change.

* * *

The Board has determined to provide a public access facility
through which interested members of the public may review
and acquire copies of official statements collected by the Board
pursuant to rule G-36, Uponthe effective date of proposedrule
(G-36, the public access facility will be located at the Board's
offices at 1818 N Street, N.W., Suite 800, Washington, C.C.
20036, The facility will be available from 9:00 a.m. to 4:30 p.m.,
localtime, when the Board's offices are open (generally, week-
days other thanfederal holidays). The official statements will be
available no later than one business day after recsipt by the
Board. A photocopy machine also will be available for mem-
bers of the public to copy official statements, with a per page
charge of $.20. Inaddition, alist of official statements obtained
by the Board, by issue name and by dated date, will be available
at the Board's offices. Members of the public alsoc may tele-
phonethe Board's offices to inquire ifan official statement for an
identified issue currently is available from the public access
facility. The Board's telephone number is (202) 223-9347.

* * *
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Supervision Requirements:
Rules G-27 and G-9

Amendments Approved

The amendments provide more specific guidance as to
the supervisory responsibilities of dealers.

On January 18, 1990, the Securities and Exchange Commis-
sion approved amendments to rules G-27 on supervision and
G-9 on preservation of records.! The amendments provide
more specific guidance in rule G-27 as to the supervisory re-
sponsibilities of dealers and clarify rule G-9 as it applies to rule
G-27. The amendments will become effective on July 16, 1990.

Summary of Amendments

Revised rule G-27 requires a dealer to establish an effective
supervisory system that has three major components: (i) the
specific designation of each principal, including his area of
supervisory responsibility; (i) the adoption and maintenanca of
detailed written supervisory procedures designed to ensure
that a dealer's business andthe municipal securities activities of
its associated persons arg in compliance with Board and other
applicable rules; and (jii) at least an annuai review of its super-
visory systemn and written procedures to ensure that they are
adequate and up-to-date and to determine whetherthe dealer is
in compliance with Board and other applicable rules. These
requirements are consistent with the practices of many dealers
who have established effective supervisory systems and with
the supervisory requirements of other self-reguiatory organiza-
tions.

{a) Obligation to supervise.. Section (a} of rule G-27
reiterates a dealer's essential obligation to supervise the con-
duct of its municipal securities business and the municipal
securities activities of its associated persons. The duty of a
deaier to supervise its own securities activities is well settled
under the federal securities laws and under the shingle theory,
a body of case law under the Securities Exchange Act. The
Board has not altered section (a) of rule G-27.

1 SEC Reiease No., 34-27620.

(b) Designation of principals. All supervision must be
effectedthrough and by a qualified principal. Rule G-27 permits
considerable flexibility, subject to certain minimum numerical
requirements specified in rule G-3(b), on standards of profes-
sional qualification, to delegate supervisory responsibility to
one or more principals in a manner that best serves the admin-
istrative and other practical concerns of a dealer.

Revised section {b) simply restates, in a more organized
fashion, which category of principal may discharge various
supervisory responsibilities. In general, supervisory responsi-
bility for the municipal securities activities of a dealer must rest
with a qualified municipal securities principal. However, rule
G-27(b) specifles a number of supervisory responsibilities that
also may be performed by municipal securities sales principals,
by general securities principals, and by financial and operations
principals.? In addition, the section provides that a dealer that
is not a bank deaier or an introducing broker must appoint at
least one financial and operations principal to discharge SECfi-
nancial reporting and custamer protection requirsments and to
be principally responsible for the books and records of the
dealer, the chief financial officer of such a dealer must be a
financial and operations principal.® Anintroducing broker may
appoint either a financial and operations principal or a municipal
securities principal to supervise its books and records cractas
the chief financial officer.

Awritten record of the name of each designated principal and
of his supervisory responsibilities must be maintained for six
years as required in rule G-9 and the dealer's records must be
updated as changes occur, |t should be emphasized that
nothing in the amendments alters the longstanding position of
the Board that a principal designated as responsible for super-
vising the municipal activilies of a branch office or unit need not
be physically located there as long as the supervisor effectively
can supervise the associated persons and activities of the
branch office or unit from his different location.

(c) Written supervisory procedures. One of the principal

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

2 The qualification requirements of municipal securities principals, municipal securities sales principals and financial and oparatlons principals are
contained in rule G-3. The qualification requirements of general securities principais are governed by NASD rules,
3 Of course, a municipal securities principal or a general securities principal may assist a financial and operations principal in dlschargmg some of

" these responsibilities.
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provisions of rule G-27 has been the requirement that a dealer
establish written supervisory procedures to assure compiiance
with Board and other applicable rules. This ensures that desig-
nated principals are informed about the scope of their duties
and permits the dealer to oversee its principals' activities.
Section (c) of revised rule G-27 provides additional guidance as
to what matters should be covered in written supervisory
procedures. The Board anticipates that supervisory proce-
dures will cover all supervisory activities permitted of principals
under rule G-3. In addition, section {c) specifically requires
written supervisory procedures to provide for the periodic
review of each office in which municipal securities activities
occur, including branch offices or units. Among other things,
the section anticipates that the written supervisory procedures
specifically will address Board rules and how supervision will
occur. For example, revised paragraph (C)(if) of rule G-27
reguires the regular and frequent review and approval by a
designated principal of customer accounts in which transac-
tions occur. The purpose of this requirement, which is con-
tained in current rule G-27, is to detect and prevent irregularities
and abuses, The Board expects dealers to establish proce-
dures that effectively obtain this objective and are capable of
compliance. Thus, in determining when an account must be
reviewed, a dealer might look to the volume and frequency of
trading and the nature ofthe securities traded. Such guidelines
would be appropriate if they are articulated clearly in a dealer's
written supervisory procedures,

(d) Annual review. Section {d) of revised rule G-27 requires
adealer to revise and update its supervisory procedures when
necessary to respond to changes in Board or other applicable
rules, administrative changes at the dealer, and other relevant
developments. The intent of the Board is to ensure that a dealer
is aware of current regulatory developments and will educate its
supervisors and associated persons in all applicable require-
ments to ensure compliance.

Therevised ruls also clarifies a dealer's obligation to evaluate
its compliance with Board and other applicable rules at least
annuafly. The rule permits a dealer to develop its own proce-
dures for evaluating compliance. For example, some dealers
may require principals to report on compliarice issues periodi-
cally or to submit written compliance reports summarizing
activities under their paricular supervision In addition, a
dealer must be satisfied that its designated principals are
following thair respective written supervisory procedures. This
can be accompiished by ensuring that a designated principal
keep notes sufficient to permit adequate oversight by the
dealer.

February 6, 1950

Text of Amendments®

G-27. Supervision

{arthreugh{e}
(a) Obligationto supervise. Each broker, dealer and municipal

securities dealer (“dealer) shall supervise the conduct of its

municipal securities business and the municipal securities
activities of its associated persons o ensure compliance with

Board rules and the applicable provisions of the Act and rules )

thereunder {"applicable rules").

(b)Y Designation of principals,

() General. Each dealer shall specifically designate one or
more associated persons qualified as municipal securities
principals, municipal securities sales principals, financial
and operations principals in accordance with Board rutes,
oras general securities principals to be responsible forthe
supervision of its municipal securities business and the
municipal securities activities of its associated persons as
required by this rule.

{ii) Written Record. A written record of each supervisory

ties under this rule shall be maintained and updated as

required under rule G-9.
(i Appropriate principal. Each dealer shall designate a

municipal securities principal as responsible for its super-
vision under sections (a) and (c) of this rule, except as
provided in this_section. A non-bank dealer shall, and a
non-bank dealer meeting the requirements of Securities
Exchange Act rule 15¢3-1(a}{(2) or (3) or the exemption
under rule 15¢3-1(b)(3) may, designate a financial and
operations principal as responsible for the financial report-
ing duties specified in rute G-3(al{ii) (A-E) and with primary
responsibility for books and records under section (e} {v)
below. In_addition, a municipal securities sales principal
may be designated as responsible for supervision under
sections (c)(il), (ili} and {vii} of this rule to the extent the
activities pertain to salesto or purchases from a customer;
a general securities principal may be designated as re-
sponsible for supervision under sections (c) (v) and (vii {A)
of this rule and under rules G-7(b) and G-21(e): and a
financial and operations principal may be designated as
responsible for supervision under section (c){vi} of this
rule,
(c} Written supenvisory procedures. Each dealer shail adont,
maintain and enforce written supervisory procedures reasona-
bly designed to ensure that the conduct of its municipal secu-
ritics business and the municipal securities activities of its

associated persons arein compliance as requiredin section (a)
of this rule. Such procedures shall codify the dealer's supervi-
s0ry system for ensuring compliance and, at a minimum, shall
establish procedures
(iY that state how a designated principal shall monitor for
compliance by the dealer with all applicable rules and

supervise the activities of associated persons specified in
rule G-3(a)({iid;
(i} a designated principal shall follow when a customer

complaint concerning the dealer's municipal securities

activities is received;

{iii) forthe regular and frequent review and approval by a

designated principal of customer accounts introduced or
carried by the dealer in which transactions in municipal
securities are effected: such review shall be designed to
ensurethatsuchtransactions areinaccordancewith aliap-

4 Certainly, serious violations should be brought to the attention of the dealer immadiately to ensure that corrective measures are taken.

* Underlining indicates new language; strikethrough indicates deletion,

-
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plicable rules and to detect and preveant irreqularities and
abuses;

{iv) forthe periodic review by a designated principal of each
office which engages in municipal securities activities:
{v) forthe maintenance and preservation, by a designated
principal, of the books and records required to be main-
tained and preserved by rules G-8 and G-9 of the Board;
{vi) for the supervision by a designated principal of the
processing, clearance, and in the case of a non-bank
.. dealer safekeaping of municipal securities: and
{vii) for the prompt review and written approval by a des-
ignated principai_of:
{A) the openingof each customer account introduced
or carried by the dealer in which transactions in mu-
nicipal securities may be effected;
{B) eachtransaction in municipal securities on a daily
basis, including each transaction in municipal securi-
ties effected with or for a discretionary account intro-

duced or carried by the dealer; and
{C) all correspondence pertainingto the solicitation or

execution of transactions in municipal securities.
{d) Duty to update and review wriften procedures. Each dealer
shall ravise and update its written supervisory procedures as
necessary to respond to changes in Board or other applicable

rules and as other circumstances require. In addition, each
dealer shall review, at least on an annual basis, #s supervisary
systern and written supervisory procedures adopted under
section {c} of this rule to determine whether they are adequate

and up-to-date and shail ensure thatthe dealeris in compliance
with this rule.

G-8. Preservation of Records

(a) Records to be Preserved for Six Years. Every municipal
securities broker and municipal securities dealer shall preserve
the following records for a period of not less than six years:
{i} - (vi) No change.
{vii) the record, described in rule G-27(b){i), of each
person designated as responsible for the-reirtenance
ang-preservation-ofbeoksandrecords supervision of the
municipal_securities activities of the broker, dealer, or

municipal securities dealer and the designated principal's
supervisory responsibilities, provided that such record

shall be preserved for the period of designation of each
person designated and for at least six years following any
change in such designation,

{b) - (g) No change.
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Definitions of Industry and Public
Arbitrators: Rule G-35

Amendments Filed

The Board files amendments that would define industry
and public arbitrators.

On April 30, 1990, the Board filed with the Securities and
Exchange Commission (Commission) amendments to rule
(G-35, the Board's Arbitration Code.! The amendments pertain
to the Board's proposed definitions of public and industry arbi-
trators and related challenges for cause. The Board has
requested that the Commission delay the effectivenaess of the
amendments for a period of 90 days following the date of
Commission approvai in order to allow the Board to review the
membership of its public arbitrator pool to ensure that such
arbitrators fit within the new public arbitrator definition,

Pursuant to requests from the Commission, the Board re-
visedthe proposed definitions of public and industry arbitrators
to be consistent with the definitions used by other self-regula-
tory organizations. These definitions will prohibit the use of
retired industry persons and certain attorneys, accountants and
other professionals as public arbitrators. Also, the amend-
ments delete the provision granting customers a chalienge for
cause to the use of such persons as public arbitrators and the
provision allowing the use of current public arbitrators, who will
no longer come within the new public arbitrator definition, until
September 1, 1991,

April 30, 1950

Text of Amendments”

Rule G-35. Arbitration
Sections 1 through 7. No change.
Saction 8. Composition and Appointmant of Panels
(2) and (b} No change.
{c) Objections
£} No change.

1 SEC File No. SR-MSRB-88-5, Amendment No. 3.
* Underlining indicates additions; strikethrough-indicates deletions.

traters-
Sactions 9 through 11. No change.
Section 12. Designation of Number of Arbitrators and
Definitions of Industry and Public Arbitrators
{8) and {b) No change.
() Definitions of Industry and Public Arbitrators
(1) Anindustry arbitrator:
() is a person associated with a broker, dealer,
municipal securities dealer, government securities
broker or government securities dealer, or
(ii) is apersonwho has been associated with a broker,
dealer, municipal securities dealer, government secu-
rities broker or government securities dealer withinthe
past three years, or
EE gi ; slis : Y ore : El .IEIEIEFES‘E. . | he EiE EF;EE

cinal oo doatoract ; .

Questions aboutthe amendments may be directed
to Diane G, Klinke, General Counsel.
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. ¢ ipal ies-or{B;

ties-dealer

(i} is a person who is retired (that is. continues to
receive compensation, other than social security or
self-funded benefits) from a broker, dealer, municipal
securities dealer, government securities broker or

government securities deaier, or

who has devoted 20 percent or more of his or her pro-
fessional work effort to a broker, dealer, municipal
securities dealer, government securities broker, or
government securities dealer within the last twoyears.
(2) A public arbitrator is a person other than an industry
arbitrator,
(3) A person will not be classified as a public arbitrator if he
or she has a spouse or other member of the household
whois a person.associated with a broker, dealer, municipal
securities dealer, government securities braker, or govern-
ment securities dealer.
Sections 13 through 36. No change.

(iv] is an attorney, accountant, or other professional ,)

10
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Administrative Changes to
Arbitration: Rule G-35

Amendments Approved

The amendments alter and more clearly define the duties
and role of the Director of Arbitration and reconstiute the
Board's Arbitration Committee to eliminate fts role in re-
viewing case-specific decisions of the Director of Arbitra-
tion and to remove non-Board members.

OnFebruary 6, 1990, the Securities and Exchange Commis-
sion approved amendments to rule G-35, the Board's Arbitra-
tion Code.' The amendments alter and more clearly define the
duties and role of the Director of Arbitration and reconstitute the
Board's Arbitration Committee to eliminate its role in reviewing
case-specific decisions of the Director of Arbitration and to
remove non-Board members. The amendmants became effec-
tive upon approval by the Commission.

Director of Arbitration

The amendments make certain administrative changes re-
gardingthe role and duties of the Director of Arbitration such as:
removing the Director of Arbitration's membership in, and
reporting responsibiiities to, the Arbitration Committee; giving
the Board's Executive Director responsibility for appointing and
assigning duties to the Director of Arbitration; and providing for
the Director of Arbitration to designate ancther personta attend
hearings. :

Arbitration Committea

The amendments also remove language providing for the
Arbitration Committee to review case-spacific determinations
made by the Director of Arbitration—such as removing arbitra-
tors from, and reviewing the time and place designated for, an
arbitration hearing.

While certain other duties of the Committee remain in the
Code (i.e., establish and maintain a pool of arbitrators, and deny
use ofthe forum) these duties historically have been performed

1 SEC Release No. 34-27632.

* Underlining indicates new language; strikethrough indicates deletions.

by the Board members of the Arbitration Committee and will
continue to be so performed. Thus, the amendments remove
the Committee's non-Board members and itis nolonger neces-
sary to reference the Commiitee in the Code.

February 6, 1990

Text of Amendments®

Rule G-35. Arbitration
Sections 1 through 2. No change.

Ghairmanfora-ene-year-term:
{ByButies- The ArbitrationGommittee Board shall establishand

maintain a poo! of arbitrators composed of persons fromwithin
and without the municipal securities industry. The Asbitration

Questlons about this notice may be addressed to
Thomas A. Hutton, Director of Arbitration.

11
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Gemrittee Board shallalso have such other power and author-
ity as provided in this Arbitration Code and as is necessary to
effectuate the purposes of this Arbitration Code.

Section 4. Director of Arbitration

The Beard Executive Director shall appoint a Director of Arbitra-
tion who shall be charged with the performance of the dutias
and functions set forth in this Arbitration Code or otherwise
assugned to the Dlrector of Arbitration by the Asbiratien
%%eteﬁemﬁbﬁfaﬁwrshau

des1gnateaﬂ~ngamaahenef a person otherthan the Dlrector of
Arbitration to perform the duties and functions of the Director of
Arbitration set forth in this Arbitration Code, including, but not
limited to, receipt of documents filed pursuant to this Arbitration
Code, forwarding such documents to the appropriate parsons,
and notrfymg the parties and other persons as reqmred by this

Sections 5 through 6. No change.
Section 7. Deniaf of Arbitration

The Arbitration-Gommittee—may Director of Arbitration, upon
approval of the Board, shall have the right to decline to permit
the arbitration of any claim, dispute or controversy under this
Arbitration Code which ints-epirien, having due regard forthe
intent of the Arbitration Code, is not a proper subject matter for
arbitration under this Code.

Section 8. Composition and Appointment of Panels

{a} through (b) no change.

(c) Objections
(i} In any arbitration proceeding, each party shall have the
rightto one peremptory challengs. In arbitration proceed-
ings where there ara muftiple claimants, respondants and/
or third-party respondents, the claimants shall have one
peremptory chalienge, the respondents shall have cne
peremptory challenge and the third-party respondents
shall have one peremptory challenge, unless the Director
of Arbitration determines that the interests of justice would
best be served by awarding additional peremptory

challenges Eaeh-paﬂyushahieeﬁave-&he—nght—%eﬁqim

mittee-remave—rembers—of-the—panel must do so by
notifying the Director of Arbitration in writing within five
business days of notification of the identity of the persons
namedtothe panel. There shall be unlimited chalienges for
cause.
(ii) through (i} No change.

Sections 9 through 15. No change.

Section 16. Designation of Time and Place of Hearings

Unlessthe law directs otherwise, the time and place ofthe initial

hearing shall be determined by the Director of Arbitration and for
each ensuing hearing thereafter by the arbitration panel. Any

ﬁae&ef—ihe-fﬁma{-heaﬁﬂg- Notice of the lnmal hearmg shall be

delivered at least 8 business days prior to the date fixed for
hearing by personal service or registerad or certified mail to
each of the parties and for each hearing thereafter as the
arbitrator pane! shall determine, unless the parties shall by their
mutual consent waive the notice provisions provided under this
section. Attendance at a hearing constitutes a waiver of notice
thereof.

Section 17. No change.

Saction 18. Attendance at Hearings
The attandance or presence of all persons including witnesses

shall be determined by the panel of arbitrators; however, all

parties to the arbitration and their counset, and the Director of
Arbitration endihe-Committec-designree-iany; shall be entitled

to attend all hearings.
Sections 19 through 33. No change.

Section 34. Simplified Arbitration for Small Claims Relating
to Transactions with Customers

{a) through (g) No change

{f) The claim, dispute or controversy shall be submitted to a
single public arbitrator selected by the Director of Arbitration.
Uniess the customer demands or consents to a hearing, or the
arbitrator calls a hearing, the arbitrator shali decide the claim,
dispute or controversy solely uponthe pleadingsand evidence
submitted by the parties. If a hearing is necessary, such hearing
shall be held as soon as practicable at a locale selected by the
Dlrector ofArbrtration I—he-ehmee-ef-ieealebyﬂaegﬁee%ef-e%

1o n-mrananalio r=e
Gk

ered-te—ée—m—ﬁs—eele—d-reefeheﬁ- Unless extended by the
Director of Arbitration, a party wishing to exercise a per-

emptory challenge erte-requestthat-the-Arbitration-Gom-

= EOM YN
lav..llvllli.fii,'— — — gy
Dirooter of Arbitratt

(@) through () no change.

Sections 35 through 36. No change.

12

»



D

Volume 10, Number 2 REP

May 1950

Route to:

Manager, Muni Dept.
Underwriting
Trading

Sales

Operations

Publie Finance
Compliance

Training

Other

NORORMONKM

Technical Amendment: Rule G-32

Amendment Approved

The amendment clarifies that the commercial paper
exemption within rule G-32 applies to both taxable and tax-
exempt commercial paper.

On February 6, 1990, the Securities and Exchange Commis-
sfon approved atachnical amendment to rule G-32 ondisclo-
sures inconnection with new issues.! The amendment clarifies
that the commercial paper exemption within the rule applies to
both taxable and tax-exempt commercial paper. The amend-
ment became effective upon approval by the Commission.

In 1885, the Board revised rule G-32 to delineate more clearly
the responsibilities of dealers that sell new issue securities as
well as to strengthen and facilitate enforcemsnt of the rule.
During its deliberation of these amendments, the Board deter-
mined to exclude short-term commercial paper from the defini-
tion of new issue securities because issuers of those securities
typically provide investors with quarteriy disclosure documents
although an official statement may not be prepared to accom-
pany any specific issus of these securities. The Board con-
cluded that the disclosure process for these issues assures that
investors receive material information pentaining to their invest-
mentsinthesea securities and, giventhedifferences betweenthe
disclosure practicesfor theseissues and other types of munici-
pal securities, it would not be appropriate to include these
issues in the rule G-32 definition of new issue municipal secu-
rities,

Since the intent of the commercial paper exemption in rule
(-32 was to exciude all short-term commercial paper, not just

1 SEC Release No. 34-27680.

* Underlining indicates new language; strike-through indicates delstions,

tax-exemptcommercial paper, the technical amendment torule
G-32 clarifies this Issue.

February 6, 1990

Text of Amendments®

Rule G-32. Disclosures In Connection with New Issues
(@) through (b) No change.
(c) Definition of New Issue Municipal Securities and Official
Statement.
For purposes of this rule, the following terms have the following
meanings:
()) The term "new issue municipal securities" shall mean
municipal securities efer-ssue that are sold by a broker,
dealer or municipal securities dealer during the issue's
underwriting period, but shall not include issues—ef-tax

exempt commercial paper.
(i) through (iii) No change.

Questions about this notice may be directed to
Ronald W, Smith, Legal Assistant.
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Letter of Interpretation

Rule G-15. Confirmation Disclosure of Miscellaneous
Transaction Charges

In recent months, several dealers have requested guidance
from the Board on the appropriate confirmation treatment of
miscellaneous charges added to customer transactions.
These inquiries typically relate to small amounts which some
dealers add to the combined extended principal and accrued
interest of a transaction, prior to arriving at the final monies.® In
some cases, the charges are levied for specific services pro-
vided as part of the transaction (e.g., special deiivery arrange-
ments, delivery of physical securities, delivery vs. payment
settlement). In other cases, dealers may charge a flat fee
characterized simply as a "transaction fee." These miscellane-
ous fees differ from the cormmissions charged on agency
transactions in that they are flat amounts and are not computed
from the par value of the transaction.

Rule G-15(a)(ii}{J) requires each customer confirmation to
Include, in addition to the specific items noted in G-15(a), "such
otherinformation as may be necessary to ensure thatthe parties

agree to the details of the transaction.” Accordingly, the nature
and amount of miscellaneous charges must be noted on the
confirmation.?

Questions have arisen whether miscellaneous transaction
fees also should be reflected in the yield required to be dis-
closed on the confirmation under rule G-15(a) (i) (1).* The Beard
does not believe that it is appropriate for these fees to be
incorporated in the stated yield. Because such fees are small,
they generally will not significantly affect a customer's return on
investment. To the extent that the minor miscellaneous fees
charged in today's market may be relevant to the customer's
investment decision, the Board believes that a clear disclosure
of the nature and amount of the fee on the confirmation will
provide customers with sufficient information. Ifthe practice of
charging miscellaneous fees and the size of miscellaneous fees
changes to the extent that the fees routinely begin to represent
significant factorsin customers' returnoninvestment, the Board
may reconsider this interpretation in favor of placing the
charges in the stated yield.

MSRB Interpretation of May 14, 1990, by Harold L. Johnson,
Deputy General Counsel.

1 In purchases from customers, such transaction charges may be subtracted from the monies owed the customer.

2The Board alsohas considersd questions ralating to periodic charges, such as monthly chargesfor safekeeping. Adealerassaessing periodiccharges
to customer accounts, of course, mustreach agreementwiththe customer onthe nature and extent of the charges and the services that will be provided
in return, However, since periodic charges do not relate to a specific transaction and may change over time, a dealers policy on periodic charges
is not required on the confirmation as a *detail of the fransaction."

3 Commisisons charged on agency transactions must be included inthe yield calculation. See MSAB interpretation of July 13, 1984, MSRB Manual
1 3571.33 at 4528. This hasled dealers to ask whether miscellaneaus transaction charges should be handled in a similar manner. As noted above,
the Board does not believe that miscellaneous charges should be handled in the same manner as commissions.
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Revisions to the Municipal

Securities Principal Examination
Effective as of July 1, 1990

OnMarch 6, 1930, the Securities and Exchange Commission
approved revised examination specifications and a revised
study outline for the Municipal Securities Principal Qualification
Examination (Test Series 53).7 A revised study outline is
available upon request fromthe Board and will be implemented
with all examinations administered on and after July 1, 1590,

Background

Except as otherwise provided, rule G-3(c) requires anyone
seeking qualification as a municipal securities principal to take
and passthe Series 53 examination.? The examination contains
questions which measure candidates' knowledge of the
Board's rules, rule interpretations and other federal statutory
provisions appiicable to the municipal securities activities of a
securities firm or bank dealer,

Summary of Revisions

The subject matter content of the revised study outline is
nearly identical to the current outline. The study outline's format
has been recrganized so that the presentation of topics more
closely resembles the functional responsibilities of municipal
securities principals. The intent is to make the presentation of
the subject matter job-related and more meaningful for candi-
dates. To this end, the various topics have been expanded to
include more detail than in the present outline, including more
specific references to Board rules or other applicable federal
regulations.

1 SEC Release No, 34-27771.

In addition, the following topics have been added:

¢ SEC rule 15¢2-12 on municipal securities disclosure,

¢ SEC Release No. 34-26100 on municipal underwriter re-
sponsibilities, '

» proposed Board rule G-36 on delivery of final official
statements to the Beard,® and

» the purpose and coverage limitations ofthe SecuritiesIn-
vestor Protection Corporation (SIPC).

The revised examination will remain a thres-hour 100 ques-
tion examination administered by the National Association of
Securities Dealers, Inc., using the PLATO computer system.
The passing grade is 70%.

Requests for copies of the revised study outline should be
mads to the Board at (202) 223-9347 or by writing to:

Municipal Securities Rulemaking Board
1818 N Street N.W., Suite 800
Washington, D.C. 20036-2491

Attention: Publications

March 6, 1980

Questions concerning the Board's professional
qualifications program should be directed to Peter
H. Murray, Assistant Executive Director or to
Honald W. Smith, Legal Asslistant,

2The Series 53 examinaticn is the only examination a candidate may take to qualify as a municipal securities principal, Neitherthe General Securities
Principal Examination (Test Series 24) nor the General Securities Sales Supervisor Examination (Test Series 8) may be substituted.

3 To be tested when approved.
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Publications List

Manuals and Rule Texts

MSREB Manual

Soft-cover edition containing the text of MSRB rules, interpre-
tivernctices and letters, samples offorms, texts ofthe Securities
Exchange Act of 1934 and of the Securities Investor Protection
Act of 1970, as amended, and other applicable rules and
regulations affecting the industry. Reprintsd semi-annually.
April1,1980. . ... $5.00

Glossary of Municipal Securitles Terms

Glossary of tarms (adapted from the State of Florida's Glossary
of Municipal Bond Terms) defined according to use in the
municipal securlties industry.

1985

Professional Quallfication Handbook

A guide to the requirements for qualification as a municipal
securities representative, principal, sales principal and financial
and operations principal, with questions and answers on each
category. Includes sactions on examination procedures, waiv-
ers, disqualification and lapse of qualification, the text of MSRB
qualification rules and a glossary of terms.

1989 ...l § copies per order
Each additional copy

no charge
$1.50

........

Manual on Close-Out Procedures

A discussion of the close-out procedures of rule G-12(h) (i} ina
question and answer format. Includes thetext of rule G-12(h) ()
with each sentence indexed to paricular questions, and a
giossary of tarms.

January 1, 1985

Arbltration Information and Rules

Based on SICA's Arbitration Procedures and edited to conform
to the Board's arbitration rules, this pamphlet includes the text
of rules G-35 and A-16, a glossary of terms and list of other
sponscring organizations.

1989

.....................................

no charge

Instructions for Beginning an Arbitration

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

1989 no charge

The MSRB Arbitrator's Manual

The Board's guide for artitrators. Based on SICA's The
Arbitrator's Manual, it has been edited to conformtotha Board's
arbitrationrules. ltalso contains relevant portions of the Code of
Ethics for Arbitrators in Commercial Disputes.

January 1990

..................................

Reporter and Newsletter

MSRB Reporis

The MSRB's reporter and newsletter to the municipal securities
industry. Includes notices of rule amendments filed with andfor
approved by the SEC, notices of interpretations of MSRB rules,
requests for comments from the industry and the public and
news items.

Quarterly no charge

Examination Study Outlines

A series of guides outlining subject matter areas a candidate
seaking professional qualification is expected to know. Each
outline includes a list of reference materials and sample ques-
tions.

Study Outline: Municipal Securities Representative
Quallfication Examination
Outline for Test Series 52,

Novemnber1989 ..........oiviivvniiiininninne, no charge
Study Outline: Municlpal Securities Principal
Qualificatlon Examination

Outline for Test Series 53,

May1988 .......... ..o i no charge
July 1990 (available after May 31, 1990)...... no charge

Brochures

MSRB Information for Municipal Securities Investors
Investor brochure describing Board rulemaking authority, the
rules protecting the investor, arbitration and communication
with the industry and investors. Use of this brochure satisfies
the requirements of rule G-10.

1t0500CoRIBS ... .ov i no charge
OverS500 COPIBS vvvveviier e iirennennns, $.01 percopy
MSRB information

Brochure describing Board structure and responsibility, the
rulemaking process, and communications with the industry.

1to500copies ...........ciiiiiiiii no charge
Over500GCopies ......oovvieviirinnnnns, $.05 per copy
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MSRB Manual (soft-cover edition) $5.00
Glossary of Municipal Securities Terms $1.50

Professional Qualification Handbook |5 copies per order no charge
Each additional copy $1.50

Manual on Close-Out Procedures $3.00
Arbitration Information and Rules no charge
Instructions for Beginning an Arbiiration [no charge
The MSRB Arbitrator's Manual $1.00

Study Outline: Municipal Securities
Reprasentative Qualification Examination|no charge

Study Outline: Municipal Securities

Principal Qualification Examination no charge
MSRB information 1 to 500 copies no charge
Over 500 copies $.05 per copy

MSRB Information for Municipal Securi- |1 to 500 coples no charge
ties Investors (Investor Brochure) Over 500.copies $.01 per copy

Total Amount Due

(CCheck here if you want to receive MSAB Reports.
[(iCheck hare if you want to have MSAB Reports sent to additional recipients. (Please list names and addresses of any additiona!
recipients on a separate sheet of paper.) D

Requested by: Telephone: { ) Date;

Ship to:

Attention:

Address:

All orders for publications that are priced must be submitted by mail along with payment for the full amount dus. Requestsfor pricert
publications will not be honored until payment is received. Make checks payable to the *Municipal Securities Rulemaking Board*: J
*MSRB." ‘
Orders should be addressed to the Municipal Securities Rulemaking Board, 1818 N Street, NW, Suite 800, Washington, DC 20036-
2491, Attention: Publications.
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