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TITLE 15—COMMERCE AND TRADE § 780-4

§ 780-4. Municipal securities

(a) Registration of municipal securities dealers

(1)(A) It shall be unlawful for any municipal
securities dealer (other than one registered as a
broker or dealer under section 780 of this title)
to make use of the mails or any means or instru-
mentality of interstate commerce to effect any
transaction in, or to induce or attempt to induce
the purchase or sale of, any municipal security
unless such municipal securities dealer is reg-
istered in accordance with this subsection.

(B) It shall be unlawful for a municipal advisor
to provide advice to or on behalf of a municipal
entity or obligated person with respect to mu-
nicipal financial products or the issuance of mu-
nicipal securities, or to undertake a solicitation
of a municipal entity or obligated person, unless
the municipal advisor is registered in accord-
ance with this subsection.

(2) A municipal securities dealer or municipal
advisor may be registered by filing with the
Commission an application for registration in
such form and containing such information and
documents concerning such municipal securities
dealer or municipal advisor and any persons as-
sociated with such municipal securities dealer
or municipal advisor as the Commission, by
rule, may prescribe as necessary or appropriate
in the public interest or for the protection of in-
vestors. Within forty-five days of the date of the
filing of such application (or within such longer
period as to which the applicant consents), the
Commission shall—

(A) by order grant registration, or

(B) institute proceedings to determine
whether registration should be denied. Such
proceedings shall include notice of the grounds
for denial under consideration and oppor-



§ 7804

tunity for hearing and shall be concluded
within one hundred twenty days of the date of
the filing of the application for registration.
At the conclusion of such proceedings the
Commission, by order, shall grant or deny
such registration. The Commission may ex-
tend the time for the conclusion of such pro-
ceedings for up to ninety days if it finds good
cause for such extension and publishes its rea-
sons for so finding or for such longer period as
to which the applicant consents.

The Commission shall grant the registration of
a municipal securities dealer or municipal advi-
sor if the Commission finds that the require-
ments of this section are satisfied. The Commis-
sion shall deny such registration if it does not
make such a finding or if it finds that if the ap-
plicant were so registered, its registration would
be subject to suspension or revocation under
subsection (c) of this section.

(3) Any provision of this chapter (other than
section 78e of this title or paragraph (1) of this
subsection) which prohibits any act, practice, or
course of business if the mails or any means or
instrumentality of interstate commerce is used
in connection therewith shall also prohibit any
such act, practice, or course of business by any
registered municipal securities dealer or munic-
ipal advisor or any person acting on behalf of
such municipal securities dealer or municipal
advisor, irrespective of any use of the mails or
any means or instrumentality of interstate com-
merce in connection therewith.

(4) The Commission, by rule or order, upon its
own motion or upon application, may condi-
tionally or unconditionally exempt any broker,
dealer, municipal securities dealer, or municipal
advisor, or class of brokers, dealers, municipal
securities dealers, or municipal advisors from
any provision of this section or the rules or reg-
ulations thereunder, if the Commission finds
that such exemption is consistent with the pub-
lic interest, the protection of investors, and the
purposes of this section.

(5) No municipal advisor shall make use of the
mails or any means or instrumentality of inter-
state commerce to provide advice to or on behalf
of a municipal entity or obligated person with
respect to municipal financial products, the is-
suance of municipal securities, or to undertake
a solicitation of a municipal entity or obligated
person, in connection with which such munici-
pal advisor engages in any fraudulent, deceptive,
or manipulative act or practice.

(b) Municipal Securities Rulemaking Board;
rules and regulations

(1) The Municipal Securities Rulemaking
Board shall be composed of 15 members, or such
other number of members as specified by rules
of the Board pursuant to paragraph (2)(B),,!
which shall perform the duties set forth in this
section. The members of the Board shall serve as
members for a term of 3 years or for such other
terms as specified by rules of the Board pursu-
ant to paragraph (2)(B), and shall consist of (A)
8 individuals who are independent of any munic-
ipal securities broker, municipal securities deal-
er, or municipal advisor, at least 1 of whom
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shall be representative of institutional or retail
investors in municipal securities, at least 1 of
whom shall be representative of municipal enti-
ties, and at least 1 of whom shall be a member
of the public with knowledge of or experience in
the municipal industry (which members are
hereinafter referred to as ‘‘public representa-
tives’); and (B) 7 individuals who are associated
with a broker, dealer, municipal securities deal-
er, or municipal advisor, including at least 1 in-
dividual who is associated with and representa-
tive of brokers, dealers, or municipal securities
dealers that are not banks or subsidiaries or de-
partments or divisions of banks (which members
are hereinafter referred to as ‘‘broker-dealer
representatives’), at least 1 individual who is
associated with and representative of municipal
securities dealers which are banks or subsidi-
aries or departments or divisions of banks
(which members are hereinafter referred to as
““bank representatives’), and at least 1 individ-
ual who is associated with a municipal advisor
(which members are hereinafter referred to as
“‘advisor representatives’ and, together with the
broker-dealer representatives and the bank rep-
resentatives, are referred to as ‘‘regulated rep-
resentatives’’). Each member of the board shall
be knowledgeable of matters related to the mu-
nicipal securities markets. Prior to the expira-
tion of the terms of office of the members of the
Board, an election shall be held under rules
adopted by the Board (pursuant to subsection
(b)(2)(B) of this section) of the members to suc-
ceed such members.

(2) The Board shall propose and adopt rules to
effect the purposes of this chapter with respect
to transactions in municipal securities effected
by brokers, dealers, and municipal securities
dealers and advice provided to or on behalf of
municipal entities or obligated persons by bro-
kers, dealers, municipal securities dealers, and
municipal advisors with respect to municipal fi-
nancial products, the issuance of municipal se-
curities, and solicitations of municipal entities
or obligated persons undertaken by brokers,
dealers, municipal securities dealers, and mu-
nicipal advisors. The rules of the Board, as a
minimum, shall:

(A) provide that no municipal securities
broker or municipal securities dealer shall ef-
fect any transaction in, or induce or attempt
to induce the purchase or sale of, any munici-
pal security, and no broker, dealer, municipal
securities dealer, or municipal advisor shall
provide advice to or on behalf of a municipal
entity or obligated person with respect to mu-
nicipal financial products or the issuance of
municipal securities, unless such municipal
securities broker or municipal securities deal-
er meets such standards of operational capa-
bility and such municipal securities broker or
municipal securities dealer and every natural
person associated with such municipal securi-
ties broker or municipal securities dealer
meet such standards of training, experience,
competence, and such other qualifications as
the Board finds necessary or appropriate in
the public interest or for the protection of in-
vestors and municipal entities or obligated
persons. In connection with the definition and
application of such standards the Board may—
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(i) appropriately classify municipal securi-
ties brokers, municipal securities dealers,
and municipal advisors (taking into account
relevant matters, including types of business
done, nature of securities other than munici-
pal securities sold, and character of business
organization), and persons associated with
municipal securities brokers, municipal se-
curities dealers, and municipal advisors;

(ii) specify that all or any portion of such
standards shall be applicable to any such
class; and

(iii) require persons in any such class to
pass tests administered in accordance with
subsection (c)(7) of this section.

(B) establish fair procedures for the nomina-
tion and election of members of the Board and
assure fair representation in such nominations
and elections of public representatives, broker
dealer representatives, bank representatives,
and advisor representatives. Such rules—

(i) shall provide that the number of public
representatives of the Board shall at all
times exceed the total number of regulated
representatives and that the membership
shall at all times be as evenly divided in
number as possible between public rep-
resentatives and regulated representatives;

(ii) shall specify the length or lengths of
terms members shall serve;

(iii) may increase the number of members
which shall constitute the whole Board, pro-
vided that such number is an odd number;
and

(iv) shall establish requirements regarding
the independence of public representatives.

(C) be designed to prevent fraudulent and
manipulative acts and practices, to promote
just and equitable principles of trade, to foster
cooperation and coordination with persons en-
gaged in regulating, clearing, settling, proc-
essing information with respect to, and facili-
tating transactions in municipal securities
and municipal financial products, to remove
impediments to and perfect the mechanism of
a free and open market in municipal securities
and municipal financial products, and, in gen-
eral, to protect investors, municipal entities,
obligated persons, and the public interest; and
not be designed to permit unfair discrimina-
tion among customers, municipal entities, ob-
ligated persons, municipal securities brokers,
municipal securities dealers, or municipal ad-
visors, to fix minimum profits, to impose any
schedule or fix rates of commissions, allow-
ances, discounts, or other fees to be charged
by municipal securities brokers, municipal se-
curities dealers, or municipal advisors, to reg-
ulate by virtue of any authority conferred by
this chapter matters not related to the pur-
poses of this chapter or the administration of
the Board, or to impose any burden on com-
petition not necessary or appropriate in fur-
therance of the purposes of this chapter.

(D) if the Board deems appropriate, provide
for the arbitration of claims, disputes, and
controversies relating to transactions in mu-
nicipal securities and advice concerning mu-
nicipal financial products: Provided, however,
that no person other than a municipal securi-
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ties broker, municipal securities dealer, mu-
nicipal advisor, or person associated with such
a municipal securities broker, municipal secu-
rities dealer, or municipal advisor may be
compelled to submit to such arbitration ex-
cept at his instance and in accordance with
section 78cc of this title.

(E) provide for the periodic examination in
accordance with subsection (c¢)(7) of this sec-
tion of municipal securities brokers, munici-
pal securities dealers, and municipal advisors
to determine compliance with applicable pro-
visions of this chapter, the rules and regula-
tions thereunder, and the rules of the Board.
Such rules shall specify the minimum scope
and frequency of such examinations and shall
be designed to avoid unnecessary regulatory
duplication or undue regulatory burdens for
any such municipal securities broker, munici-
pal securities dealer, or municipal advisor.

(F) include provisions governing the form
and content of quotations relating to munici-
pal securities which may be distributed or
published by any municipal securities broker,
municipal securities dealer, or person associ-
ated with such a municipal securities broker
or municipal securities dealer, and the persons
to whom such quotations may be supplied.
Such rules relating to quotations shall be de-
signed to produce fair and informative
quotations, to prevent fictitious or misleading
quotations, and to promote orderly procedures
for collecting, distributing, and publishing
quotations.

(G) prescribe records to be made and kept by
municipal securities brokers, municipal secu-
rities dealers, and municipal advisors and the
periods for which such records shall be pre-
served.

(H) define the term ‘‘separately identifiable
department or division”’, as that term is used
in section 78c(a)(30) of this title, in accordance
with specified and appropriate standards to as-
sure that a bank is not deemed to be engaged
in the business of buying and selling munici-
pal securities through a separately identifi-
able department or division unless such de-
partment or division is organized and adminis-
tered so as to permit independent examination
and enforcement of applicable provisions of
this chapter, the rules and regulations there-
under, and the rules of the Board. A separately
identifiable department or division of a bank
may be engaged in activities other than those
relating to municipal securities.

(I) provide for the operation and administra-
tion of the Board, including the selection of a
Chairman from among the members of the
Board, the compensation of the members of
the Board, and the appointment and com-
pensation of such employees, attorneys, and
consultants as may be necessary or appro-
priate to carry out the Board’s functions
under this section.

(J) provide that each municipal securities
broker, municipal securities dealer, and mu-
nicipal advisor shall pay to the Board such
reasonable fees and charges as may be nec-
essary or appropriate to defray the costs and
expenses of operating and administering the
Board. Such rules shall specify the amount of
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such fees and charges, which may include
charges for failure to submit to the Board, or
to any information system operated by the
Board, within the prescribed timeframes, any
items of information or documents required to
be submitted under any rule issued by the
Board.

(K) establish the terms and conditions under
which any broker, dealer, or municipal securi-
ties dealer may sell, or prohibit any broker,
dealer, or municipal securities dealer from
selling, any part of a new issue of municipal
securities to a related account of a broker,
dealer, or municipal securities dealer during
the underwriting period.

(L) with respect to municipal advisors—

(i) prescribe means reasonably designed to
prevent acts, practices, and courses of busi-
ness as are not consistent with a municipal
advisor’s fiduciary duty to its clients;

(ii) provide continuing education require-
ments for municipal advisors;

(iii) provide professional standards; and

(iv) not impose a regulatory burden on
small municipal advisors that is not nec-
essary or appropriate in the public interest
and for the protection of investors, munici-
pal entities, and obligated persons, provided
that there is robust protection of investors
against fraud.

(3) The Board, in conjunction with or on behalf
of any Federal financial regulator or self-regu-
latory organization, may—

(A) establish information systems; and

(B) assess such reasonable fees and charges
for the submission of information to, or the
receipt of information from, such systems
from any persons which systems may be devel-
oped for the purposes of serving as a reposi-
tory of information from municipal market
participants or otherwise in furtherance of the
purposes of the Board, a Federal financial reg-
ulator, or a self-regulatory organization, ex-
cept that the Board—

(i) may not charge a fee to municipal enti-
ties or obligated persons to submit docu-
ments or other information to the Board or
charge a fee to any person to obtain, directly
from the Internet site of the Board, docu-
ments or information submitted by munici-
pal entities, obligated persons, brokers, deal-
ers, municipal securities dealers, or munici-
pal advisors, including documents submitted
under the rules of the Board or the Commis-
sion; and

(ii) shall not be prohibited from charging
commercially reasonable fees for automated
subscription-based feeds or similar services,
or for charging for other data or document-
based services customized upon request of
any person, made available to commercial
enterprises, municipal securities market
professionals, or the general public, whether
delivered through the Internet or any other
means, that contain all or part of the docu-
ments or information, subject to approval of
the fees by the Commission under section
78s(b) of this title.

(4) The Board may provide guidance and as-
sistance in the enforcement of, and examination
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for, compliance with the rules of the Board to
the Commission, a registered securities associa-
tion under section 780-3 of this title, or any
other appropriate regulatory agency, as applica-
ble.

(56) The Board, the Commission, and a reg-
istered securities association under section 780-3
of this title, or the designees of the Board, the
Commission, or such association, shall meet not
less frequently than 2 times a year—

(A) to describe the work of the Board, the
Commission, and the registered securities as-
sociation involving the regulation of munici-
pal securities; and

(B) to share information about—

(i) the interpretation of the Board, the
Commission, and the registered securities
association of Board rules; and

(ii) examination and enforcement of com-
pliance with Board rules.

(7)2 Nothing in this section shall be construed
to impair or limit the power of the Commission
under this chapter.

(c) Discipline of municipal securities dealers;
censure; suspension or revocation of reg-
istration; other sanctions; investigations

(1) No broker, dealer, or municipal securities
dealer shall make use of the mails or any means
or instrumentality of interstate commerce to ef-
fect any transaction in, or to induce or attempt
to induce the purchase or sale of, any municipal
security, and no broker, dealer, municipal secu-
rities dealer, or municipal advisor shall make
use of the mails or any means or instrumental-
ity of interstate commerce to provide advice to
or on behalf of a municipal entity or obligated
person with respect to municipal financial prod-
ucts, the issuance of municipal securities, or to
undertake a solicitation of a municipal entity or
obligated person, in contravention of any rule of
the Board. A municipal advisor and any person
associated with such municipal advisor shall be
deemed to have a fiduciary duty to any munici-
pal entity for whom such municipal advisor acts
as a municipal advisor, and no municipal advi-
sor may engage in any act, practice, or course of
business which is not consistent with a munici-
pal advisor’s fiduciary duty or that is in con-
travention of any rule of the Board.

(2) The Commission, by order, shall censure,
place limitations on the activities, functions, or
operations, suspend for a period not exceeding
twelve months, or revoke the registration of any
municipal securities dealer or municipal advi-
sor, if it finds, on the record after notice and op-
portunity for hearing, that such censure, placing
of limitations, denial, suspension, or revocation,
is in the public interest and that such municipal
securities dealer or municipal advisor has com-
mitted or omitted any act, or is subject to an
order or finding, enumerated in subparagraph
(A), (D), (B), (H), or (G) of paragraph (4) of sec-
tion 780(b) of this title, has been convicted of
any offense specified in subparagraph (B) of such
paragraph (4) within ten years of the commence-
ment of the proceedings under this paragraph,
or is enjoined from any action, conduct, or prac-
tice specified in subparagraph (C) of such para-
graph (4).
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(3) Pending final determination whether any
registration under this section shall be revoked,
the Commission, by order, may suspend such
registration, if such suspension appears to the
Commission, after notice and opportunity for
hearing, to be necessary or appropriate in the
public interest or for the protection of investors
or municipal entities or obligated person.3 Any
registered municipal securities dealer or munic-
ipal advisor may, upon such terms and condi-
tions as the Commission may deem necessary in
the public interest or for the protection of inves-
tors or municipal entities or obligated person,3
withdraw from registration by filing a written
notice of withdrawal with the Commission. If
the Commission finds that any registered mu-
nicipal securities dealer or municipal advisor is
no longer in existence or has ceased to do busi-
ness as a municipal securities dealer or munici-
pal advisor, the Commission, by order, shall can-
cel the registration of such municipal securities
dealer or municipal advisor.

(4) The Commission, by order, shall censure or
place limitations on the activities or functions
of any person associated, seeking to become as-
sociated, or, at the time of the alleged mis-
conduct, associated or seeking to become associ-
ated with a municipal securities dealer, or sus-
pend for a period not exceeding 12 months or bar
any such person from being associated with a
broker, dealer, investment adviser, municipal
securities dealer, municipal advisor, transfer
agent, or nationally recognized statistical rat-
ing organization, if the Commission finds, on
the record after notice and opportunity for hear-
ing, that such censure, placing of limitations,
suspension, or bar is in the public interest and
that such person has committed any act, or is
subject to an order or finding, enumerated in
subparagraph (A), (D), (E), (H), or (G) of para-
graph (4) of section 780(b) of this title, has been
convicted of any offense specified in subpara-
graph (B) of such paragraph (4) within 10 years
of the commencement of the proceedings under
this paragraph, or is enjoined from any action,
conduct, or practice specified in subparagraph
(C) of such paragraph (4). It shall be unlawful for
any person as to whom an order entered pursu-
ant to this paragraph or paragraph (5) of this
subsection suspending or barring him from being
associated with a municipal securities dealer is
in effect willfully to become, or to be, associated
with a municipal securities dealer without the
consent of the Commission, and it shall be un-
lawful for any municipal securities dealer to
permit such a person to become, or remain, a
person associated with him without the consent
of the Commission, if such municipal securities
dealer knew, or, in the exercise of reasonable
care should have known, of such order.

(5) With respect to any municipal securities
dealer for which the Commission is not the ap-
propriate regulatory agency, the appropriate
regulatory agency for such municipal securities
dealer may sanction any such municipal securi-
ties dealer in the manner and for the reasons
specified in paragraph (2) of this subsection and
any person associated with such municipal secu-
rities dealer in the manner and for the reasons
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specified in paragraph (4) of this subsection. In
addition, such appropriate regulatory agency
may, in accordance with section 1818 of title 12,
enforce compliance by such municipal securities
dealer or any person associated with such mu-
nicipal securities dealer with the provisions of
this section, section 78q of this title, the rules of
the Board, and the rules of the Commission per-
taining to municipal securities dealers, persons
associated with municipal securities dealers,
and transactions in municipal securities. For
purposes of the preceding sentence, any viola-
tion of any such provision shall constitute ade-
quate basis for the issuance of any order under
section 1818(b) or 1818(c) of title 12, and the cus-
tomers of any such municipal securities dealer
shall be deemed to be ‘‘depositors’ as that term
is used in section 1818(c) of title 12. Nothing in
this paragraph shall be construed to affect in
any way the powers of such appropriate regu-
latory agency to proceed against such municipal
securities dealer under any other provision of

law.

(6)(A) The Commission, prior to the entry of
an order of investigation, or commencement of
any proceedings, against any municipal securi-
ties dealer, or person associated with any mu-
nicipal securities dealer, for which the Commis-
sion is not the appropriate regulatory agency,
for violation of any provision of this section,
section 780(c)(1) or 780(c)(2) of this title, any rule
or regulation under any such section, or any
rule of the Board, shall (i) give notice to the ap-
propriate regulatory agency for such municipal
securities dealer of the identity of such munici-
pal securities dealer or person associated with
such municipal securities dealer, the nature of
and basis for such proposed action, and whether
the Commission is seeking a monetary penalty
against such municipal securities dealer or such
associated person pursuant to section 78u-2 of
this title; and (ii) consult with such appropriate
regulatory agency concerning the effect of such
proposed action on sound banking practices and
the feasibility and desirability of coordinating
such action with any proceeding or proposed
proceeding by such appropriate regulatory agen-
cy against such municipal securities dealer or
associated person.

(B) The appropriate regulatory agency for a
municipal securities dealer (if other than the
Commission), prior to the entry of an order of
investigation, or commencement of any proceed-
ings, against such municipal securities dealer or
person associated with such municipal securities
dealer, for violation of any provision of this sec-
tion, the rules of the Board, or the rules or regu-
lations of the Commission pertaining to munici-
pal securities dealers, persons associated with
municipal securities dealers, or transactions in
municipal securities shall (i) give notice to the
Commission of the identity of such municipal
securities dealer or person associated with such
municipal securities dealer and the nature of
and basis for such proposed action and (ii) con-
sult with the Commission concerning the effect
of such proposed action on the protection of in-
vestors or municipal entities or obligated per-
son?3 and the feasibility and desirability of co-
ordinating such action with any proceeding or
proposed proceeding by the Commission against
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such municipal securities dealer or associated
person.

(C) Nothing in this paragraph shall be con-
strued to impair or limit (other than by the re-
quirement of prior consultation) the power of
the Commission or the appropriate regulatory
agency for a municipal securities dealer to initi-
ate any action of a class described in this para-
graph or to affect in any way the power of the
Commission or such appropriate regulatory
agency to initiate any other action pursuant to
this chapter or any other provision of law.

(T(A) Tests required pursuant to subsection
(b)(2)(A)(iii) of this section shall be administered
by or on behalf of and periodic examinations
pursuant to subsection (b)(2)(E) of this section
shall be conducted by—

(i) a registered securities association, in the
case of municipal securities brokers and mu-
nicipal securities dealers who are members of
such association;

(ii) the appropriate regulatory agency for
any municipal securities broker or municipal
securities dealer, in the case of all other mu-
nicipal securities brokers and municipal secu-
rities dealers; and

(iii) the Commission, or its designee, in the
case of municipal advisors.

(B) A registered securities association shall
make a report of any examination conducted
pursuant to subsection (b)(2)(E) of this section
and promptly furnish the Commission a copy
thereof and any data supplied to it in connec-
tion with such examination. Subject to such
limitations as the Commission, by rule, deter-
mines to be necessary or appropriate in the pub-
lic interest or for the protection of investors or
municipal entities or obligated person,® the
Commission shall, on request, make available to
the Board a copy of any report of an examina-
tion of a municipal securities broker or munici-
pal securities dealer made by or furnished to the
Commission pursuant to this paragraph or sec-
tion 78q(c)(3) of this title.

(8) The Commission is authorized, by order, if
in its opinion such action is necessary or appro-
priate in the public interest, for the protection
of investors, or otherwise, in furtherance of the
purposes of this chapter, to remove from office
or censure any person who is, or at the time of
the alleged violation or abuse was, a member or
employee of the Board, who, the Commission
finds, on the record after notice and opportunity
for hearing, has willfully (A) violated any provi-
sion of this chapter, the rules and regulations
thereunder, or the rules of the Board or (B)
abused his authority.

(9)(A) Fines collected by the Commission for
violations of the rules of the Board shall be
equally divided between the Commission and the
Board.

(B) Fines collected by a registered securities
association under section 780-3(b)(7)¢ of this
title with respect to violations of the rules of
the Board shall be accounted for by such reg-
istered securities association separately from
other fines collected under section 780-3(b)(7)4 of
this title and shall be allocated between such

4See References in Text note below.
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registered securities association and the Board,
and such allocation shall require the registered
securities association to pay to the Board Y3 of
all fines collected by the registered securities
association reasonably allocable to violations of
the rules of the Board, or such other portion of
such fines as may be directed by the Commis-
sion upon agreement between the registered se-
curities association and the Board.

(d) Issuance of municipal securities

(1) Neither the Commission nor the Board is
authorized under this chapter, by rule or regula-
tion, to require any issuer of municipal securi-
ties, directly or indirectly through a purchaser
or prospective purchaser of securities from the
issuer, to file with the Commission or the Board
prior to the sale of such securities by the issuer
any application, report, or document in connec-
tion with the issuance, sale, or distribution of
such securities.

(2) The Board is not authorized under this
chapter to require any issuer of municipal secu-
rities, directly or indirectly through a munici-
pal securities broker, municipal securities deal-
er, municipal advisor, or otherwise, to furnish to
the Board or to a purchaser or a prospective pur-
chaser of such securities any application, report,
document, or information with respect to such
issuer: Provided, however, That the Board may
require municipal securities brokers and munic-
ipal securities dealers or municipal advisors to
furnish to the Board or purchasers or prospec-
tive purchasers of municipal securities applica-
tions, reports, documents, and information with
respect to the issuer thereof which is generally
available from a source other than such issuer.
Nothing in this paragraph shall be construed to
impair or limit the power of the Commission
under any provision of this chapter.

(e) Definitions

For purposes of this section—

(1) the term ‘“‘Board’” means the Municipal
Securities Rulemaking Board established
under subsection (b)(1);

(2) the term ‘‘guaranteed investment con-
tract’ includes any investment that has speci-
fied withdrawal or reinvestment provisions
and a specifically negotiated or bid interest
rate, and also includes any agreement to sup-
ply investments on 2 or more future dates,
such as a forward supply contract;

(3) the term ‘‘investment strategies’” in-
cludes plans or programs for the investment of
the proceeds of municipal securities that are
not municipal derivatives, guaranteed invest-
ment contracts, and the recommendation of
and brokerage of municipal escrow invest-
ments;

(4) the term ‘‘municipal advisor’”—

(A) means a person (who is not a municipal
entity or an employee of a municipal entity)
that—

(i) provides advice to or on behalf of a
municipal entity or obligated person with
respect to municipal financial products or
the issuance of municipal securities, in-
cluding advice with respect to the struc-
ture, timing, terms, and other similar
matters concerning such financial prod-
ucts or issues; or
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(ii) undertakes a solicitation of a munic-
ipal entity;

(B) includes financial advisors, guaranteed
investment contract brokers, third-party
marketers, placement agents, solicitors,
finders, and swap advisors, if such persons
are described in any of clauses (i) through
(iii) 5 of subparagraph (A); and

(C) does not include a broker, dealer, or
municipal securities dealer serving as an un-
derwriter (as defined in section 77b(a)(11) of
this title), any investment adviser registered
under the Investment Advisers Act of 1940
[16 U.S.C. 80b-1 et seq.], or persons associ-
ated with such investment advisers who are
providing investment advice, any commod-
ity trading advisor registered under the
Commodity Exchange Act [7 U.S.C. 1 et seq.]
or persons associated with a commodity
trading advisor who are providing advice re-
lated to swaps, attorneys offering legal ad-
vice or providing services that are of a tradi-
tional legal nature, or engineers providing
engineering advice;

(5) the term ‘“‘municipal financial product”
means municipal derivatives, guaranteed in-
vestment contracts, and investment strate-
gies;

(6) the term ‘‘rules of the Board’” means the
rules proposed and adopted by the Board under
subsection (b)(2);

(7) the term ‘‘person associated with a mu-
nicipal advisor” or ‘‘associated person of an
advisor’” means—

(A) any partner, officer, director, or
branch manager of such municipal advisor
(or any person occupying a similar status or
performing similar functions);

(B) any other employee of such municipal
advisor who is engaged in the management,
direction, supervision, or performance of any
activities relating to the provision of advice
to or on behalf of a municipal entity or obli-
gated person with respect to municipal fi-
nancial products or the issuance of munici-
pal securities; and

(C) any person directly or indirectly con-
trolling, controlled by, or under common
control with such municipal advisor;

(8) the term ‘‘municipal entity’” means any
State, political subdivision of a State, or mu-
nicipal corporate instrumentality of a State,
including—

(A) any agency, authority, or instrumen-
tality of the State, political subdivision, or
municipal corporate instrumentality;

(B) any plan, program, or pool of assets
sponsored or established by the State, politi-
cal subdivision, or municipal corporate in-
strumentality or any agency, authority, or
instrumentality thereof; and

(C) any other issuer of municipal securi-
ties;

(9) the term ‘‘solicitation of a municipal en-
tity or obligated person’ means a direct or in-
direct communication with a municipal entity
or obligated person made by a person, for di-

%S0 in original. Subpar. (A) does not contain a cl. (iii).
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rect or indirect compensation, on behalf of a
broker, dealer, municipal securities dealer,
municipal advisor, or investment adviser (as
defined in section 202 of the Investment Advis-
ers Act of 1940 [15 U.S.C. 80b-2]) that does not
control, is not controlled by, or is not under
common control with the person undertaking
such solicitation for the purpose of obtaining
or retaining an engagement by a municipal en-
tity or obligated person of a broker, dealer,
municipal securities dealer, or municipal advi-
sor for or in connection with municipal finan-
cial products, the issuance of municipal secu-
rities, or of an investment adviser to provide
investment advisory services to or on behalf of
a municipal entity; and

(10) the term ‘‘obligated person’’ means any
person, including an issuer of municipal secu-
rities, who is either generally or through an
enterprise, fund, or account of such person,
committed by contract or other arrangement
to support the payment of all or part of the
obligations on the municipal securities to be
sold in an offering of municipal securities.

(June 6, 1934, ch. 404, title I, §156B, as added Pub.
L. 94-29, §13, June 4, 1975, 89 Stat. 131; amended
Pub. L. 98-38, §4, June 6, 1983, 97 Stat. 207; Pub.
L. 100-181, title III, §§318-320, Dec. 4, 1987, 101
Stat. 1256, 1257; Pub. L. 101-429, title II, §205, Oct.
15, 1990, 104 Stat. 941; Pub. L. 101-550, title II,
§203(c)(1), Nov. 15, 1990, 104 Stat. 2718; Pub. L.
105-353, title III, §301(b)(9), Nov. 3, 1998, 112 Stat.
3236; Pub. L. 107-204, title VI, §604(c)(1)(B), July
30, 2002, 116 Stat. 796; Pub. L. 111-203, title IX,
§§925(a)(2), 929F(a), 975(a)-(e), July 21, 2010, 124
Stat. 1850, 1853, 1915-1921.)

REFERENCES IN TEXT

This chapter, referred to in subsecs. (a)(3), (b)(2), (1),
(c)(6)(C), (8), and (d), was in the original ‘‘this title”.
See References in Text note set out under section 78a
of this title.

Section 780-3(b)(7) of this title, referred to in subsec.
(¢)(9)(B), was in the original ‘‘section 15A(7)”’, and was
translated as meaning section 15A(b)(7) of act June 6,
1934, to reflect the probable intent of Congress.

The Investment Advisers Act of 1940, referred to in
subsec. (e)(4)(C), is title II of act Aug. 22, 1940, ch. 686,
54 Stat. 847, which is classified generally to subchapter
IT (§80b-1 et seq.) of chapter 2D of this title. For com-
plete classification of this Act to the Code, see section
80b—20 of this title and Tables.

The Commodity Exchange Act, referred to in subsec.
(e)(4)(C), is act Sept. 21, 1922, ch. 369, 42 Stat. 998, which
is classified generally to chapter 1 (§1 et seq.) of Title
7, Agriculture. For complete classification of this Act
to the Code, see section 1 of Title 7 and Tables.

AMENDMENTS

2010—Subsec. (a)(1). Pub. L. 111-203, §975(a)(1), des-
ignated existing provisions as subpar. (A) and added
subpar. (B).

Subsec. (a)(2), (3). Pub. L. 111-203, §975(a)(2), (3), in-
serted ‘‘or municipal advisor” after ‘‘municipal securi-
ties dealer’” wherever appearing.

Subsec. (a)(4). Pub. L. 111-203, §975(a)(4), substituted
‘‘dealer, municipal securities dealer, or municipal advi-
sor, or class of brokers, dealers, municipal securities
dealers, or municipal advisors’ for ‘‘dealer, or munici-
pal securities dealer or class of brokers, dealers, or mu-
nicipal securities dealers’.

Subsec. (a)(5). Pub. L. 111-203, §975(a)(5), added par.

(5).
Subsec. (b)(1). Pub. L. 111-203, §975(b)(1)(C), which di-
rected amendment of third sentence by striking out
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“initial”’, was executed in fourth sentence by striking
out ‘‘initial” after ‘“‘office of the’ and after ‘‘such’, to
reflect the probable intent of Congress.

Pub. L. 111-203, §975(b)(1)(B), added second and third
sentences and struck out former second sentence which
read as follows: ‘“The initial members of the Board
shall serve as members for a term of two years, and
shall consist of (A) five individuals who are not associ-
ated with any broker, dealer, or municipal securities
dealer (other than by reason of being under common
control with, or indirectly controlling, any broker or
dealer which is not a municipal securities broker or
municipal securities dealer), at least one of whom shall
be representative of investors in municipal securities,
and at least one of whom shall be representative of is-
suers of municipal securities (which members are here-
inafter referred to as ‘public representatives’); (B) five
individuals who are associated with and representative
of municipal securities brokers and municipal securi-
ties dealers which are not banks or subsidiaries or de-
partments or divisions of banks (which members are
hereinafter referred to as ‘broker-dealer representa-
tives’); and (C) five individuals who are associated with
and representative of municipal securities dealers
which are banks or subsidiaries or departments or divi-
sions of banks (which members are hereinafter referred
to as ‘bank representatives’).”

Pub. L. 111-203, §975(b)(1)(A), in first sentence, sub-
stituted ‘“The Municipal Securities Rulemaking Board
shall be composed of 156 members, or such other number
of members as specified by rules of the Board pursuant
to paragraph (2)(B),” for ‘“‘Not later than one hundred
twenty days after June 4, 1975, the Commission shall es-
tablish a Municipal Securities Rulemaking Board
(hereinafter in this section referred to as the ‘Board’),
to be composed initially of fifteen members appointed
by the Commission’.

Subsec. (b)(2). Pub. L. 111-203, §975(b)(2)(A), in intro-
ductory provisions, inserted ‘‘and advice provided to or
on behalf of municipal entities or obligated persons by
brokers, dealers, municipal securities dealers, and mu-
nicipal advisors with respect to municipal financial
products, the issuance of municipal securities, and so-
licitations of municipal entities or obligated persons
undertaken by brokers, dealers, municipal securities
dealers, and municipal advisors’ before period at end of
first sentence and struck out ‘‘(Such rules are herein-
after collectively referred to in this chapter as ‘rules of
the Board’.)”” before ‘‘The rules”.

Subsec. (b)(2)(A). Pub. L. 111-203, §975(b)(2)(B), in in-
troductory provisions, inserted ‘‘, and no broker, deal-
er, municipal securities dealer, or municipal advisor
shall provide advice to or on behalf of a municipal en-
tity or obligated person with respect to municipal fi-
nancial products or the issuance of municipal securi-
ties,” after ‘‘sale of, any municipal security’ and ‘‘and
municipal entities or obligated persons’ after ‘‘protec-
tion of investors”, in cl. (i), substituted ‘‘municipal se-
curities brokers, municipal securities dealers, and mu-
nicipal advisors” for ‘‘municipal securities brokers and
municipal securities dealers’ in two places, in cl. (ii),
inserted ‘‘and’ at end, in cl. (iii), substituted period for
‘s and” at end, and struck out cl. (iv) which read as fol-
lows: ‘‘provide that persons in any such class other
than municipal securities brokers and municipal secu-
rities dealers and partners, officers, and supervisory
employees of municipal securities brokers or municipal
securities dealers, may be qualified solely on the basis
of compliance with such standards of training and such
other qualifications as the Board finds appropriate.”’

Subsec. (b)(2)(B). Pub. L. 111-203, §975(b)(2)(C), amend-
ed subpar. (B) generally. Prior to amendment, subpar.
(B) read as follows: ‘‘establish fair procedures for the
nomination and election of members of the Board and
assure fair representation in such nominations and
elections of municipal securities brokers and municipal
securities dealers. Such rules shall provide that the
membership of the Board shall at all times be equally
divided among public representatives, broker-dealer
representatives, and bank representatives, and that the

TITLE 15—COMMERCE AND TRADE

Page 316

public representatives shall be subject to approval by
the Commission to assure that no one of them is associ-
ated with any broker, dealer, or municipal securities
dealer (other than by reason of being under common
control with, or indirectly controlling, any broker or
dealer which is not a municipal securities broker or
municipal securities dealer) and that at least one is
representative of investors in municipal securities and
at least one is representative of issuers of municipal se-
curities. Such rules shall also specify the term mem-
bers shall serve and may increase the number of mem-
bers which shall constitute the whole Board provided
that such number is an odd number.”’

Subsec. (b)(2)(C). Pub. L. 111-203, §975(b)(2)(D), in-
serted ‘‘and municipal financial products’ after ‘‘mu-
nicipal securities’ the first two places appearing and
‘., municipal entities, obligated persons,’ after ‘‘to pro-
tect investors’ and substituted ‘‘among customers, mu-
nicipal entities, obligated persons, municipal securities
brokers, municipal securities dealers, or municipal ad-
visors,” for ‘‘between customers, issuers, municipal se-
curities brokers, or municipal securities dealers,” and
‘‘brokers, municipal securities dealers, or municipal
advisors, to regulate’ for ‘‘brokers or municipal securi-
ties dealers, to regulate”’.

Subsec. (b)(2)(D). Pub. L. 111-203, §975(b)(2)(E), in-
serted ‘“‘and advice concerning municipal financial
products’ after ‘‘transactions in municipal securities”
and ‘“‘municipal advisor,”” before ‘‘or person associated”’
and substituted ‘‘that no” for ‘““That no” and ‘‘a munic-
ipal securities broker, municipal securities dealer, or
municipal advisor may be compelled’ for ‘‘a municipal
securities broker or municipal securities dealer may be
compelled”.

Subsec. (b)(2)(E). Pub. L. 111-203, §975(b)(2)(F), sub-
stituted ‘“‘“municipal securities brokers, municipal secu-
rities dealers, and municipal advisors’ for ‘‘municipal
securities brokers and municipal securities dealers’
and ‘“‘municipal securities broker, municipal securities
dealer, or municipal advisor” for ‘“‘municipal securities
broker or municipal securities dealer’’.

Subsec. (b)(2)(G). Pub. L. 111-203, §975(b)(2)(G), sub-
stituted ‘“municipal securities brokers, municipal secu-
rities dealers, and municipal advisors’ for ‘‘municipal
securities brokers and municipal securities dealers”’.

Subsec. (b)(2)(J). Pub. L. 111-203, §975(b)(2)(H), sub-
stituted ‘‘each municipal securities broker, municipal
securities dealer, and municipal advisor” for ‘‘each mu-
nicipal securities broker and each municipal securities
dealer’” and inserted ‘‘, which may include charges for
failure to submit to the Board, or to any information
system operated by the Board, within the prescribed
timeframes, any items of information or documents re-
quired to be submitted under any rule issued by the
Board” after ‘‘such fees and charges”’.

Subsec. (b)(2)(K). Pub. L. 111-203, §975(b)(2)(I), sub-
stituted ‘‘a related account of a broker, dealer, or mu-
nicipal securities dealer’” for ‘‘a municipal securities
investment portfolio”” and substituted ‘‘any broker,
dealer, or municipal securities dealer’’ for ‘‘any munic-
ipal securities dealer’ in two places.

Subsec. (b)(2)(L). Pub. L. 111-203, §975(b)(2)(J), added
subpar. (L).

Subsec. (b)(3) to (5), (7). Pub. L. 111-203, §975(b)(3), (4),
added pars. (3) to (5) and redesignated former par. (3) as
M.
Subsec. (¢)(1). Pub. L. 111-203, §975(c)(1), (2), inserted
¢, and no broker, dealer, municipal securities dealer,
or municipal advisor shall make use of the mails or any
means or instrumentality of interstate commerce to
provide advice to or on behalf of a municipal entity or
obligated person with respect to municipal financial
products, the issuance of municipal securities, or to un-
dertake a solicitation of a municipal entity or obli-
gated person,’” after ‘‘any municipal security’ and in-
serted at end ‘A municipal advisor and any person as-
sociated with such municipal advisor shall be deemed
to have a fiduciary duty to any municipal entity for
whom such municipal advisor acts as a municipal advi-
sor, and no municipal advisor may engage in any act,
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practice, or course of business which is not consistent
with a municipal advisor’s fiduciary duty or that is in
contravention of any rule of the Board.”

Subsec. (¢)(2). Pub. L. 111-203, §975(c)(3), inserted ‘‘or
municipal advisor’ after ‘‘municipal securities dealer”’
in two places.

Subsec. (¢)(3). Pub. L. 111-203, §975(c)(4), inserted ‘‘or
municipal entities or obligated person” after ‘‘protec-
tion of investors’ in two places and ‘‘or municipal advi-
sor” after ‘“‘municipal securities dealer’” wherever ap-
pearing.

Subsec. (¢)(4). Pub. L. 111-203, §975(c)(5), which di-
rected amendment of par. (4) by inserting ‘‘or munici-
pal advisor” after ‘‘municipal securities dealer or obli-
gated person’ each place that term appears, could not
be executed because such term does not appear.

Pub. L. 111-203, §925(a)(2), substituted ‘12 months or
bar any such person from being associated with a
broker, dealer, investment adviser, municipal securi-
ties dealer, municipal advisor, transfer agent, or na-
tionally recognized statistical rating organization,” for
‘“‘twelve months or bar any such person from being as-
sociated with a municipal securities dealer,”’.

Subsec. (¢)(6)(B). Pub. L. 111-203, §975(c)(6), inserted
“‘or municipal entities or obligated person’ after ‘‘pro-
tection of investors”.

Subsec. (¢)(T)(A)(iii). Pub. L. 111-203, §975(c)(T)(A),
added cl. (iii).
Subsec. (¢)(T)(B). Pub. L. 111-203, §975(c)(T)(B), in-

serted ‘‘or municipal entities or obligated person’’ after
“protection of investors’.

Subsec. (c¢)(8). Pub. L. 111-203, §929F(a), substituted
‘“‘any person who is, or at the time of the alleged viola-
tion or abuse was, a member or employee’” for ‘“‘any
member or employee”’.

Subsec. (¢)(9). Pub. L. 111-203, §975(c)(8), added par.
9.
Subsec. (d)(2). Pub. L. 111-203, §975(d)(2), which di-
rected amendment of par. (2) by inserting ‘‘or munici-
pal advisors’” before ‘‘to furnish’”, was executed by
making the insertion before ‘‘to furnish” the second
place appearing, to reflect the probable intent of Con-
gress.

Pub. L. 111-203, §975(d)(1), substituted ‘‘through a mu-

nicipal securities broker, municipal securities dealer,
municipal advisor, or otherwise’ for ‘‘through a munic-
ipal securities broker or municipal securities dealer or
otherwise”.
Subsec. (e). Pub. L. 111-203, §975(e), added subsec. (e).
2002—Subsec. (c)(2), (4). Pub. L. 107204 substituted
, or is subject to an order or finding,” for ‘‘or omis-
sion” and ‘“‘(H), or (G)”’ for ‘“‘or (G)”.

1998—Subsec. (¢)(4). Pub. L. 105-353 substituted ‘‘con-
victed of any offense’ for ‘‘convicted by any offense’ in
first sentence.

1990—Subsec. (c)(2), (4). Pub. L. 101-550 substituted
“(A), (D), (E), or (&) for “(A), (D), or (E)”.

Subsec. (¢)(6)(A). Pub. L. 101-429 substituted ¢, the
nature’ for ‘‘and the nature’ and ‘‘proposed action, and
whether the Commission is seeking a monetary penalty
against such municipal securities dealer or such associ-
ated person pursuant to section 78u-2 of this title; and”’
for ‘‘proposed action and”.

1987—Subsec. (b)(2)(C). Pub. L. 100-181, §318, sub-
stituted ‘“‘municipal securities dealers, to regulate’ for
“municipal security dealers, to regulate’ ‘‘purposes of
this chapter’”’ for ‘‘purposes of this chapter or the secu-
rities”’, and ‘‘burden on competition” for ‘‘burden or
competition”.

Subsec. (c)(4). Pub. L. 100-181, §319, substituted new
first sentence for former first sentence which read as
follows: ‘“The Commission, by order, shall censure any
person associated, or seeking to become associated
with, a municipal securities dealer or suspend for a pe-
riod not exceeding twelve months or bar any such per-
son from being associated with a municipal securities
dealer, if the Commission finds, on the record after no-
tice and opportunity for hearing, that such censure,
suspension, or bar is in the public interest and that
such person has committed or omitted any act or omis-
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sion enumerated in subparagraph (A), (D), or (E) of
paragraph (4) of section 78o(b) of this title, has been
convicted of any offense specified in subparagraph (B)
of such paragraph (4) within ten years of the com-
mencement of the proceedings under this paragraph, or
is enjoined from any action, conduct, or practice speci-
fied in subparagraph (C) of such paragraph (4).”

Subsec. (¢)(6)(A). Pub. L. 100-181, §320, substituted
“‘Board” for ‘“‘board’.

1983—Subsec. (b)(1)(A). Pub. L. 98-38, §4(a), inserted
‘‘(other than by reason of being under common control
with, or indirectly controlling, any broker or dealer
which is not a municipal securities broker or municipal
securities dealer)” after ‘‘securities dealer”.

Subsec. (b)(2)(B). Pub. L. 98-38, §4(b), inserted ‘‘(other
than by reason of being under common control with, or
indirectly controlling, any broker or dealer which is
not a municipal securities broker or municipal securi-
ties dealer)’” after ‘‘broker, dealer, or municipal securi-
ties dealer’.

EFFECTIVE DATE OF 2010 AMENDMENT

Amendment by sections 925(a)(2) and 929F(a) of Pub.
L. 111-203 effective 1 day after July 21, 2010, except as
otherwise provided, see section 4 of Pub. L. 111-203, set
out as an Effective Date note under section 5301 of Title
12, Banks and Banking.

Amendment by section 975(a)-(e) of Pub. L. 111-203 ef-
fective Oct. 1, 2010, see section 975(i) of Pub. L. 111-203,
set out as a note under section 780 of this title.

EFFECTIVE DATE OF 1990 AMENDMENT

Amendment by Pub. L. 101-429 effective Oct. 15, 1990,
with provisions relating to civil penalties and account-
ing and disgorgement, see section 1(c)(1), (2) of Pub. L.
101429, set out in a note under section 77g of this title.

EFFECTIVE DATE

Section effective June 4, 1975, except for subsec. (a)
which is effective 180 days after June 4, 1975, see section
31(a) of Pub. L. 94-29, set out as a note under section 78b
of this title.





