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What are we talking about?

What is the background?

Does this affect me?

Am I regulated?

When does it take effect? (extended
to July 1, 2014)
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Background:
• Regulations in the 2010 Dodd-Frank Wall Street Reform and Consumer
Protection Act, passed after the Great Recession, established that anyone
providing financial advice to issuers of bonds would be regulated.
• Responsibility was left to the Securities and Exchange Commission to define
what a municipal advisor is and is not.
What or who is a municipal advisor?
• A firm and its associated persons that provides “advice,” with or without
compensation, to “municipal entities” and “obligated person” on the issuance
of “municipal securities” or “municipal financial products.”
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What is advice?
• A recommendation that is particularized to the specific needs, objectives or
circumstances of a municipal entity or obligated person with respect to
municipal financial products or the issuance of municipal securities,
including information on structure, timing, terms and other similar matters
concerning such products or issues.
• Advice on the “issuance of municipal securities” includes advice during the
entire lifespan of the transaction – from the earliest pre-planning stages
through maturity or earlier redemption.
What is not advice?
• Factual information
• General information
• Widely available information
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What are the implications of being a Municipal Advisor?
• Required to register with the MSRB
•

Issuers can verify a municipal advisor’s registration on the MSRB’s website

• Statutory Fiduciary Duty: includes a duty of loyalty and duty of care
•
•
•
•

Requires a municipal advisor to act with utmost good faith and in the best
interests of the client
Disclose conflicts of interest
Document the relationship with the client in writing
Make suitable recommendations

• Subject to the MSRB rules:
•
•
•
•
•
•
•

Restrictions on ability to switch from Municipal Advisor to Underwriter:
Recordkeeping requirements
Employee supervision standards, marketing limitations
Subject to annual onsite examination by FINRA
Minimum Professional Qualifications
Limits on Political Donations
Minimum Qualifications
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How will this impact South Carolina issuers?
• Many issuers had grown accustomed to relying on their existing financing
team members (primarily bond counsel and underwriter) to provide financial
advice.
• After July 1st, those professionals will be limited in the amount and type of
financial advice they may provide, unless they meet one of the
exceptions/exemptions.
• Once the rule goes into effect, the types of conversations issuers can have
with underwriters and other professionals may be more limited in nature than
what has traditionally occurred.
What is the National GFOA’s position?
• The Government Finance Officers Association (GFOA) recommends that
issuers hire a municipal advisor prior to the undertaking of a debt financing
unless the issuer has sufficient in-house expertise and access to current bond
market information.
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Exceptions to the Requirement to Register as a Municipal Advisors
• State and Local Government employees and officials – “acting in an official
capacity”
• Certain professionals:
• Attorneys (traditional legal advice);
• Engineers (traditional engineering advice);
• Accountants (traditional audit work);
• Registered investment advisors (federally registered);
• Remarketing agents (standard remarketing)
• Swap dealers
• Banks (limited)
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Exemptions Available:
• Underwriter Exemption: applies when dealer has been engaged to
underwriter an issue of securities and applies through the end of the
underwriting period
• RFP Exemption: applies to responses to issuer RFPs and RFQs.
• Independent Municipal Advisor Exemption: municipal entities that are
represented by independent municipal advisors may receive advice from
underwriters and others on the issuance of securities or financial products as
long as the independent advisor is providing advice about the solicitation and
the municipal entity is relying on its own advisor.
• If there is no exemption, then the underwriter or other professionals may
not provide “advice” to the municipal entity.
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Source: American Banker’s Association, Staff Summary – Part I
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Other Sources of Information
• Section 975 of Dodd-Frank (the SEC Rule):
http://www.sec.gov/rules/final/2013/34-70462.pdf
•

FAQs: http://www.sec.gov/info/municipal/mun-advisors-faqs.pdf

•

GFOA Issue Brief: SEC Municipal Advisor Rule (Jan. 2014)

•

BP: Selecting and Managing the Engagement of Municipal Advisors (2014)

•

BP: Selecting and Managing the Engagement of Underwriters for
Negotiated Bond Sales (2014)

•

BP: Selecting and Managing the Sale of State and Local Government Bonds
(2014)
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Contact Information and Questions
Lawrence Flynn
Pope Zeigler, LLC
lflynn@popezeigler.com
803.354.4902
Lyman Wray
Stephens Inc.
lyman.wray@stephens.com
404.461.5115
Walter Goldsmith
First Tryon Advisors
wgoldsmith@firsttryon.com
704.926.2453
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