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Overview of Presentation
• About the MSRB
• Regulatory Update: Recent Rulemaking Initiatives
– MSRB Rule G-10, on Investor and Municipal Advisory Client Education
– Amended MSRB Rule A-13, on Underwriting and Transaction
Assessments for Brokers, Dealers and Municipal Securities Dealers
– Amended MSRB Form G-45, on Reporting of Information on Municipal
Fund Securities
– Amended MSRB Rule G-21(e), on Municipal Fund Security Product
Advertisements
– Proposed amendments to MSRB Rule G-21, on Advertising and
Proposed MSRB Rule G-40, on Advertising by Municipal Advisors

• MSRB’s Focus on Compliance
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About the MSRB
• Created by
Congress in 1975
• Mission to promote
a fair, transparent
and efficient
municipal market
• Protects investors,
municipal entities
and the public
interest

Education
and
Outreach

Regulation

Transparency
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The EMMA® Website
The MSRB’s Electronic
Municipal Market Access
(EMMA®) website
Official repository for trade data
and disclosure information on
virtually all municipal bonds
Provides free public access to
municipal market information,
including:
• 529 savings plan disclosure
documents
• ABLE program disclosure
documents

emma.msrb.org
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Visit the MSRB Education Center

Municipal Securities Rulemaking Board 5
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How the MSRB Fulfills its Mission
•

Regulates municipal securities dealers that underwrite and
trade municipal securities, including municipal fund
securities

•

Regulates municipal advisors that provide municipal
advisory services to state and local governments, and other
municipal entities

•

Operates market transparency systems including the
EMMA® website, conducts education, outreach and market
leadership
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Regulatory Update:
Recent Rulemaking Initiatives

Amended MSRB Rule G-10, on Investor and
Municipal Advisory Client Education and
Protection
• Designed to protect investors by providing
customers and municipal advisory clients
with an overview of the investor protections
provided by MSRB rules and information
about how to file a complaint with the
appropriate regulatory authority
• Effective on October 13, 2017
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Amended MSRB Rule G-10, on Investor and
Municipal Advisory Client Education and
Protection (continued)
• Amended Rule G-10 enhances investor education
and protection by requiring that a dealer or a
municipal advisor provide notifications to its
customers about:
– Registration status with the MSRB and the SEC;
– The MSRB’s website address; and
– That there is a brochure available on the MSRB
website that describes the protections available under
the MSRB rules and how to file a complaint with an
appropriate regulatory authority
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Amended MSRB Rule G-10, on Investor and
Municipal Advisory Client Education and
Protection (continued)
• A dealer must notify a customer annually
• A municipal advisor must notify a municipal advisory
client:
– Promptly after:
• The establishment of the municipal advisory
relationship; or
• Upon entering into an agreement to undertake a
solicitation of a municipal entity or obligated person on
behalf of certain third parties; and

– No less than once each calendar year
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Amended MSRB Rule G-10, on Investor and
Municipal Advisory Client Education and
Protection (continued)
• Enhances the requirement pursuant to amended MSRB Rule
G-8 to keep a record of all written customer complaints:

– “Complaint” is any written statement alleging a grievance
involving activities of dealer or its associated person in any
matter involving a customer’s account
– Electronic complaint log
– Supplemental Material

• Extends the requirement to municipal advisors
• Amended MSRB Rule G-9 conforms the record retention
period of 6 years for both dealers and municipal advisors
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Amended MSRB Rule G-10, on Investor and
Municipal Advisory Client Education and
Protection (continued)
• The MSRB has developed resources and tools for facilitating
compliance with the amendments, including frequently asked
questions and answers
• Available on msrb.org under “Access Compliance Resources” of
corresponding rule
– Rule G-10 Brochures
• Information for Municipal Securities Investors
• Information for Municipal Advisory Clients

– Compliance Resources
• FAQs and On-demand webinars

– Compliance Tools
• Guide for complaint and product codes and sample templates
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Amended MSRB Rule A-13, on Underwriting and
Transaction Assessments for Brokers, Dealers and
Municipal Securities Dealers (continued)
• On July 19, 2017, the MSRB filed a proposed rule change
with the SEC to assess an underwriting fee on underwriters
to 529 savings plans
• The purpose of the fee is to defray the costs and expenses of
operating and administering the MSRB
• The new fee will be assessed at a rate of .0005% ($.005 per
$1,000) of the total aggregate assets for the plan
underwritten as of December 31 each year, as reported on
MSRB Form G-45, on reporting of information on municipal
fund securities
• Underwriters will be invoiced for the fees beginning in May
2018
13

Amended MSRB Form G-45 under Rule G-45,
on Reporting of Information on Municipal Fund
Securities
•

The MSRB received approval from the SEC to amend electronic
Form G-45 under MSRB Rule G-45, on reporting of information
on municipal fund securities, effective on June 30, 2018

•

The form amendments allow for additional data to be collected on
transactional fees primarily assessed by ABLE programs

•

The form amendments also require an underwriter to disclose
any variance in the annual account maintenance fee due to the
residency of the account owner

•

The form amendments will help MSRB receive more reliable,
complete and accurate information about 529 savings plans and
ABLE programs
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Amended MSRB Form G-45 under Rule G-45,
on Reporting of Information on Municipal Fund
Securities (continued)
• Posted on the MSRB’s website:
– Amended Form G-45 and the Updated
EMMA Dataport Manual and Specifications
for 529 Savings Plan Data Submissions

• There is an open testing environment
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Amended Rule G-21(e), on Municipal Fund
Security Product Advertisements

• Amendments to MSRB Rule G-21(e),
on Municipal Fund Security Product
Advertisements became effective on
November 18, 2017
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Amended Rule G-21(e), on Municipal Fund
Security Product Advertisements (continued)
• The amendments to Rule G-21(e):
– Reflect relevant regulatory developments relating to
money market funds
– Enhance the out-of-state disclosure obligation
– Clarify that certain advertisements that contain
performance data may include a hyperlink to
website with more recent performance data
– Include several provisions designed to promote
understanding of and compliance with the rule
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Proposed Amended Rule G-21, on Advertising by
Dealers and Proposed Rule G-40, on Advertising by
Municipal Advisors
• MSRB published Regulatory Notice 2017-04 on
February 16, 2017 and requested comments on draft
amendments to Rule G-21 and on new draft Rule G-40
• After careful consideration of market feedback, the
MSRB revised its initial proposal
• On January 24, 2018, the MSRB filed a proposed rule
change with the SEC consisting of amendments to Rule
G-21, along new proposed Rule G-40, on advertising by
municipal advisors
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Proposed Amended Rule G-21, on Advertising by
Dealers and Proposed Rule G-40, on Advertising by
Municipal Advisors (continued)
• Proposed amended Rule G-21 would:
– Enhance the MSRB’s fair-dealing provisions by
promoting regulatory consistency among Rule G-21
and advertising rules of other regulators
– Promote regulatory consistency between Rule G21(a)(ii), the definition of “form letter” and FINRA
Rule 2210’s definition of “correspondence”
• Supplementary Material would explain that the number
of “persons” is determined for the purposes of an RFP
or similar request at the entity level
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Proposed Amended Rule G-21, on Advertising by
Dealers and Proposed Rule G-40, on Advertising by
Municipal Advisors (continued)
• Proposed Rule G-40 would apply to advertising by
municipal advisors, and similar to proposed
amended Rule G-21, proposed Rule G-40 would:
– Provide general provisions that define the terms
“advertisement” and “form letter,” and would set forth
general and content standards for advertisements
– Require written approval by a principal before the
first use of an advertisement
– Provide the definition of professional advertisements
and define the standard for those advertisements
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Proposed Amended Rule G-21, on Advertising by
Dealers and Proposed Rule G-40, on Advertising by
Municipal Advisors (continued)

Similar to proposed amended Rule G-21,
proposed Rule G-40 would apply to all
advertisements by a municipal advisor, but
contains certain terms more relevant to
municipal advisors
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Proposed Amended Rule G-21, on Advertising by
Dealers and Proposed Rule G-40, on Advertising by
Municipal Advisors (continued)

• Proposed Rule G-40, unlike proposed
amended Rule G-21, would prohibit
testimonials in advertisements
– Omits three provisions in Rule G-21 that
pertain to product advertisements (i.e.
product advertisements, new issue
product advertisements and municipal
fund securities advertisements)
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MSRB:
Focus on Compliance

Strategic Focus on Compliance
• Municipal securities market has experienced
intense period of rulemaking
– Foundational rules for municipal advisors
– Important new investor protections
• Now is appropriate time to shift focus to ensuring
the rules are clear and understandable
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Facilitating Compliance
• Providing rule guidance,
clarification and resources for
municipal advisors and municipal
securities dealers
• Adding new rule-based
MuniEdPro® courses
• Created consolidated Compliance
Center on MSRB.org
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MSRB: Focus on Compliance (continued)
• Compliance Support
–

Developing targeted resources for
small and single-person municipal
advisor firms, including plans for a
webinar exclusively for sole proprietor
municipal advisors later in this spring

–

The MSRB also solicits feedback from
its advisory group as well as market
participants to improve understanding
of our rules, and on November 16,
2017 published a public request for
comment on our compliance support

–

Developing new MuniEdPro® courses
on books and records and municipal
advisor supervisory obligations
26

Contact the MSRB

MSRB Online
msrb.org
emma.msrb.org
MSRB Support
202-838-1330
Hours of Operation:
7:30 a.m. - 6:30 p.m. ET
MSRBsupport@msrb.org

MSRB Email Updates
Subscribe at msrb.org
Follow the MSRB on
Twitter @MSRB_News

27

FINRA Advertising Regulation Overview
March 22, 2018

Thomas A. Pappas
Vice President
FINRA Advertising Regulation

Who We Are
n FINRA –the Financial Industry Regulatory Authority– is
dedicated to investor protection and market integrity.
n FINRA protects investors by regulating one critical part of
the securities industry– brokerage firms doing business
with the public in the United States.
n FINRA is not part of the government. We are overseen by
the SEC, and we are authorized by Congress to do our job.
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What We Do—Our Mission
n FINRA’s mission is investor protection and market
integrity. Every day, we work to:
 deter misconduct by enforcing the rules;
 detect and prevent wrongdoing in the U.S. markets; and
 discipline those who break the rules.
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What We Do—Regulate Brokers
n We oversee about 3,800 brokerage firms with 635,000
registered securities representatives.
n FINRA examines broker-dealers for compliance with our
own rules, and with federal securities laws and rules of the
Municipal Securities Rulemaking Board.
n With about 3,500 employees working in 16 cities across the
country, we examine firms in the communities where
investors live.
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What We Do—Regulate Brokers
n FINRA regulates the activities of broker dealer firms
for compliance with the following standards:








Books and Records
Qualifications
Written Supervisory Procedures
Supervision
Financial Soundness
Sales Practices
Advertising
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What We Do—Educate Investors
n In addition to regulating brokers and monitoring the
markets, we provide investors with tools and resources—
such as BrokerCheck—that can help them make wise
financial decisions.
n Our website FINRA.org, offers dozens of free resources
about investing and avoiding fraud, including online
calculators and investor alerts.
n Through the FINRA Investor Education Foundation, we
equip underserved audiences nationwide with resources
needed for financial success and to teach investors to
protect themselves from financial fraud.
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FINRA and 529 College Savings Plans
n FINRA is responsible for enforcing MSRB rules.
 FINRA enforces MSRB rules when FINRA-regulated firms sell
529 college savings plans.
 Member firms and registered representatives must be aware of
and comply with relevant MSRB and FINRA rules when making
529 college savings plan recommendations or sales.
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General Content Standards for Advertising
n Must be accurate.
n May not exaggerate or promise results.
n May not omit material information.
n Must provide a sound basis for investing.
n Must be written clearly.
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Social Media and Digital Communications
FINRA Regulatory Notices 10-06 and 11-39
n Advertising, Recordkeeping and Supervision.
n Static vs. interactive communications.
n Third party posts – adoption or entanglement.
n Mobile devices.
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Social Media and Digital Communications
n Regulatory Notice 17-18
n Firms must keep records of text messages.
n Rule 2210 does not apply to an associated person’s
personal communication that shares or links to the firm’s
content, if that content does not concern products or
services of the firm.
n Firm is responsible for specific content it links to that is
posted by an independent third-party, if the content relates
to the firm’s message. Firm is generally not responsible
for content of additional links within the third party site.
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Social Media and Digital Communications (Con’t)
n Firms may use “Native Advertising” but must prominently
disclose the member firm’s name and clearly state if it
sells the products mentioned, and comply with all other
requirements.
n “Influencers” may promote the firm’s products or services
but firm is considered to be entangled with the content and
must comply with requirements.
n A representative who “Likes” or shares favorable
comments from a third-party post has adopted the
comments and must assure they comply with the rules.
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Recent Rule Proposal
n Regulatory Notice 17-06; FINRA staff is currently
evaluating comments received by member firms.
n Proposal would allow a firm to present to clients a
customized hypothetical investment planning
illustration that projects performance of an asset
allocation or other investment strategy.
n Would not allow projections of performance of
individual securities.
n Would not allow for use of projections in
advertisements – must be client specific
communication.
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Recent Rule Proposals (Con’t)
n Projections would need to have a reasonable basis
and not be based on backtesting.
n Illustrations would need to disclose:
 Illustration is hypothetical;
 No assurance that the performance shown will occur;
 All material assumptions and illustrations.
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Advertising Regulation Developments
n FINRA staff is preparing guidelines about how to
provide disclosure more effectively. Possible
suggestions could include:
 Use of design techniques to enhance readability;
 Use of layering to provide risk disclosure in stages through use
of links;
 Evaluate current language commonly found in fine print and
determine relevance to FINRA and SEC rules;
 Create a new communication category for educational material.
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