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Overview

The Municipal Securities Rulemaking Board (MSRB) is seeking comment on
draft amendments to its professional qualification rules to establish
requirements for municipal advisors and their associated persons. The draft
amendments would set professional qualification standards for municipal
advisor professionals and require municipal advisors and their associated
persons engaging in municipal advisory activities to be qualified in
accordance with MSRB rules.

Currently, MSRB Rule G-3 establishes the classifications and qualification
requirements for associated persons of dealers. The draft amendments
would add new registration classifications for municipal advisors under Rule
G-3: (a) municipal advisor representatives — for those who engage in
municipal advisory activities; and (b) municipal advisor principals — for those
who engaged in the management, direction or supervision of the municipal
advisory activities of the municipal advisor and its associated persons. The
draft amendments would require each prospective municipal advisor
representative to take and pass the municipal advisor representative
qualification examination prior to being qualified as a municipal advisor
representative. The MSRB will consider at a later date a qualification
examination for municipal advisor principals. If such an examination is
proposed, it is expected that each municipal advisor principal would, as a
prerequisite, be required to take and pass the municipal advisor
representative qualification examination before taking the municipal advisor
principal qualification examination.

To provide for an orderly implementation of the proposed changes to MSRB
Rule G-3, the MSRB proposes a one-year grace period for individuals
currently engaged in municipal advisory activities to take and pass the
municipal advisor representative qualification exam. The proposed
gualification standards do not include any apprenticeship requirements.
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Moreover, the MSRB proposes to eliminate the apprenticeship requirement
for municipal securities representatives.

Finally, MSRB Rules G-1 and G-3 would be amended to remove the reference
to “financial advisory or consultative services for issuers in connection with
the issuance of municipal securities,” as these activities generally, consistent
with the Securities and Exchange Act of 1934 (Act) and rules and regulations
thereunder, may not be performed by a broker, dealer or municipal
securities dealer (dealer) without registering as a municipal advisor.

Comments on the MSRB’s proposed implementation of professional
gualification requirements for municipal advisors should be submitted no
later than May 16, 2014, and may be submitted in electronic or paper form.
Comments may be submitted electronically by clicking here. Comments
submitted in paper form should be sent to Ronald W. Smith, Corporate
Secretary, Municipal Securities Rulemaking Board, 1900 Duke Street, Suite
600, Alexandria, VA 22314. All comments will be available for public
inspection on the MSRB's website.*

Questions about this notice should be directed to Lawrence P. Sandor,
Deputy General Counsel, or Michael Cowart, Assistant General Counsel,
Professional Qualifications, at 703-797-6600.

Background

The MSRB is charged with setting professional standards and continuing
education requirements for municipal advisors.? Specifically, the Act requires
associated persons of dealers and municipal advisors to pass examinations as
the MSRB may establish to demonstrate that such individuals meet the
standards of competence as the MSRB finds necessary or appropriate in the
public interest or for the protection of investors and municipal entities or
obligated persons.3 The examinations are intended to determine whether an
individual meets the MSRB’s basic qualification standards for a particular
registration category. The examinations measure a candidate’s knowledge of
the business activities, as well as the regulatory requirements, including

! Comments are posted on the MSRB website without change. Personal identifying
information such as name, address, telephone number, or email address, will not be edited
from submissions. Therefore, commenters should submit only information that they wish to
make available publicly.

? The MSRB expects to propose continuing education requirements for municipal advisors at
a later date.

* Section 15B(b)(2)(A) of the Act.

msrb.org | emma.msrb.org 2



MSRB Regulatory Notice 2014-08

MSRB rules, rule interpretations and federal laws applicable to a particular
registration category.

The MSRB is establishing a new professional qualification examination for
municipal advisor representatives, which it expects to make available in 2015
for individuals engaged in municipal advisory activities. Under the draft
amendments to Rule G-3, each individual engaged in municipal advisory
activities would be required to take and pass the examination to
demonstrate a minimum level of competency as a municipal advisor
professional.

Summary of the Draft Amendments

Application of MSRB Qualification Requirements to Municipal Advisors
MSRB Rule G-2 establishes the standards of professional qualification for
municipal securities dealers and currently provides that no dealer shall
engage in municipal securities activities unless such dealer and every natural
person associated with such dealer is qualified in accordance with MSRB
rules. The MSRB proposes to amend Rule G-2 to add that no municipal
advisor shall engage in municipal advisory activities unless such municipal
advisor and every natural person associated with such municipal advisor is
qualified in accordance with MSRB rules.

New Registration Classifications

The draft amendments to Rule G-3 would create two new registration
classifications: (a) municipal advisor representative and (b) municipal advisor
principal. The classification of associated persons as representatives and
principals is consistent with other regulatory schemes, including those for
broker-dealers.*

The additional classifications would distinguish between municipal advisor
representatives who would be qualified to engage in municipal advisory
activities and municipal advisor principals who would be further qualified to
supervise the municipal advisory activities of the municipal advisor and its
associated persons. The draft amendments to Rule G-3 would define a
municipal advisor representative as a natural person who is an associated
person of a municipal advisor, other than a person whose functions are solely

* Examples of these other schemes include the following classifications: Series 7 (General
Securities Representative) and Series 24 (General Securities Principal); Series 42 (Registered
Options Representative) and Series 4 (Registered Options Principal); Series 22 (Direct
Participation Programs Limited Representative) and Series 39 (Direct Participation Programs
Limited Principal).
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clerical or ministerial, who engages in municipal advisory activities as defined
in Rule D-13.”

The draft amendments would define a municipal advisor principal as a
natural person associated with a municipal advisor who is directly engaged in
the management, direction or supervision of the municipal advisory
activities, as defined in MSRB Rule D-13, of the municipal advisor. In addition,
draft Rule G-3 would require each municipal advisor to designate at least one
municipal advisor principal to be responsible for the municipal advisory
activities of the municipal advisor.°

Furthermore, the draft rule would require each municipal advisor
representative to take and pass the municipal advisor representative
qualification examination prior to being qualified as a municipal advisor
representative.’

Grace Period

To provide for an orderly transition to the new qualifications regime by
individuals engaged in municipal advisory activities, the MSRB would give
municipal advisor representatives a one-year time period from the effective
date to pass the examination.® This one-year grace period is intended to
provide municipal advisor representatives with sufficient time to study and
take (and, if necessary retake) the examination without causing undue
disruption to business of the municipal advisor. As is the case for all MSRB

> Rule D-13 defines municipal advisory activities as the activities described in Section
15B(e)(4)(A)(i) and (ii) of the Act, which includes advice to or on behalf of a municipal entity
or obligated person with respect to municipal financial products or the issuance of municipal
securities, including advice with respect to the structure, timing, terms and other similar
matters concerning such financial products or issues, or solicitation of a municipal entity.
Rule D-13 would be amended to reflect the SEC’s interpretation of the statutory definition of
municipal advisor. Hence, “municipal advisory activities” would mean the activities
described in Section 15B(e)(4)(A)(i) and (ii) of the Act and the rules and regulations
promulgated thereunder.

® Proposed MSRB Rule G-44 sets forth the obligation of municipal advisors to supervise the
municipal advisory activities of the municipal advisor and its associated persons to ensure
compliance with applicable MSRB and SEC rules.

’ The definition of municipal advisor representative would be substantially identical to the
definition in SEC Form MA-I pertaining to the individuals who must be listed on the form -
meaning natural persons associated with the municipal advisor engaged in municipal
advisory activities on behalf of the firm.

® The MSRB will announce the effective date of the municipal advisor representative
qualification examination at a later date.
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qualification examinations, individuals who do not pass the examination
would be permitted to retake the examination after 30 days. However, any
person who fails the examination three or more times in succession would be
prohibited from taking the examination for six months.

Uniform Requirement — Grandfathering

The MSRB proposes, as part of the amendments, to require that all persons
considered municipal advisor representatives as defined by MSRB Rule G-3
pass the qualification examination, regardless of whether such persons have
passed other MSRB or MSRB-recognized examinations (such as the Series 52
or 7 examinations), or previously have been engaged in municipal advisory
business. The MSRB believes that the significant changes that accompany the
new regulatory regime for municipal advisors dictate that each individual
planning to conduct business as a municipal advisor representative
demonstrate a minimum level of knowledge of business and regulatory
requirements by passing a general qualification examination. The practice of
“grandfathering,” or allowing persons to qualify by virtue of having passed
another qualification examination or by industry experience, may not
effectively ensure a minimum level of competency by those individuals acting
as municipal advisor representatives.

Corresponding changes to MSRB Rule G-3(a)(i)(A)(2) have been proposed to
remove from the permissible activities of a municipal securities
representative “financial advisory or consultative services for issuers in
connection with the issuance of municipal securities,” as these activities
generally require registration as a municipal advisor.

Apprenticeship

MSRB Rule G-3 currently requires a municipal securities representative to
serve an apprenticeship period of 90 days before transacting business with
any member of the public or receiving compensation for such activities. The
intent of the provision, which was added in 1976, was to ensure that persons
with no prior experience in the securities industry would learn from an
experienced professional before conducting business with the public. Since
that time, other regulators have eliminated the apprenticeship requirement,
and instead rely on each firm to identify the necessary training and
supervision standards for new employees rather than imposing a rigid
apprenticeship requirement with no defined training requirements.9 In light

® In 2008, FINRA eliminated the apprenticeship requirements established under prior NYSE
Rule 345 for certain categories of representatives. See FINRA Regulatory Notice 08-64
(October 2008).
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of these developments, the MSRB proposes to eliminate the apprenticeship
requirement for municipal securities representatives and proposes no such
requirement for municipal advisor representatives.

Request for Comment

The MSRB is requesting comment from the industry and other interested
parties on the draft amendments to Rules G-1, G-2, G-3 and D-13 set forth
below. In addition to the substance of the proposed changes, the MSRB
invites commenters to address the following questions:

Should all individuals engaged in municipal advisory activities demonstrate a
minimum level of competence by taking and passing a general qualification
examination?

e Is the one-year grace period sufficient time for municipal advisor
representatives to study and take (and, if necessary retake) the
municipal advisor representative qualification examination?

e Do dealers believe the current 90-day apprenticeship requirement for
municipal securities representatives is beneficial?

e Would there be any negative consequences if the current municipal
securities representative apprenticeship requirement were
eliminated?

e Would dealers realize any cost savings if the current municipal
securities representative apprenticeship requirement were
eliminated?

e Is there a benefit to having an apprenticeship period for municipal
advisor representatives?

e How should economic analysis apply to proposed new registration
classifications and the establishment of a basic qualification
examination?

March 17, 2014

* % 3k k %
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Text of Draft Amendments™
Rule G-1: Separately Identifiable Department or Division of a Bank
(a) No change.

(b) For purposes of this rule, the activities of the bank which shall constitute municipal securities
dealer activities are as follows:

(1) underwriting, trading and sales of municipal securities;

(2) {3} processing and clearance activities with respect to municipal securities;

(3) {4} research and investment advice with respect to municipal securities;

(4) {5} any activities other than those specifically enumerated above which involve communication,
directly or indirectly, with public investors in municipal securities; and

(5) {6} maintenance of records pertaining to the activities described in paragraphs (1) through (4)
{5} above;

provided, however, that the activities enumerated in paragraphs (3) {4} and (4) {5} above shall be
limited to such activities as they relate to the activities enumerated in paragraphs (1) are{2} above.

(c) = (d) No change.

* % %k k k

Rule G-2: Standards of Professional Qualification

No broker, dealer, or municipal securities dealer shall effect any transaction in, or induce or attempt to
induce the purchase or sale of, any municipal security, and no municipal advisor shall engage in municipal
advisory activities, unless such broker, dealer, municipal securities dealer or municipal advisor ermmuricipal
seeurities-dealer and every natural person associated with such broker, dealer, municipal securities dealer
or municipal advisor ermunicipatsecurities-dealer is qualified in accordance with the rules of the Board.

k % %k k k

1% Underlining indicates new language; strikethrough denotes deletions.
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Rule G-3: Classification of Principals and Representatives; Numerical Requirements; Testing; Continuing
Education Requirements™!

No broker, dealer, municipal securities dealer or municipal advisor ermunicipalsecurities-dealer or person
who is a municipal securities representative, municipal securities principal, municipal securities sales
principal, municipal advisor representative or municipal advisor principal or financial and operations
principal (as hereafter defined) shall be qualified for purposes of Rule G-2 unless such broker, dealer,

municipal securities dealer or municipal advisor ermunicipal-securities-dealer or person meets the

requirements of this rule.

(a) Municipal Securities Representative and Municipal Securities Sales Limited Representative.
(i) Definitions.

(A) The term "municipal securities representative" means a natural person associated
with a broker, dealer or municipal securities dealer, other than a person whose functions are solely
clerical or ministerial, whose activities include one or more of the following:

(1) underwriting, trading or sales of municipal securities;

2} financialadvi I s for , o with the
, ¢ rrunicioal ities:

(2)+43} research or investment advice with respect to municipal securities; or

(3) {4}-any other activities which involve communication, directly or indirectly, with
public investors in municipal securities;

provided, however, that the activities enumerated in subparagraphs (2) {3} and (3)
{4} above shall be limited to such activities as they relate to the activities enumerated in

subparagraphs (1) and+2} above.

(B) No change.

(ii) No change.

"' The MSRB has proposed the elimination of the requirement for a Financial and Operations
Principal (FinOp). See MSRB Notice 2013-22 (Dec. 13, 2013). The MSRB expects to file a
proposed rule change in this regard shortly.
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(b) Municipal Securities Principal; Municipal Fund Securities Limited Principal.

(i) Definition. The term "municipal securities principal" means a natural person (other than a
municipal securities sales principal), associated with a broker, dealer or municipal securities dealer that

has-filed-with-the Board-n-complianee-with-rale-A-12-who is directly engaged in the management,

direction or supervision of one or more of the following activities:
(A) underwriting, trading or sales of municipal securities;

BYfinancial-advi I s for , o with the |
¢ rmunicioal ities:

(B) {€} processing, clearance, and, in the case of brokers, dealers and municipal securities
dealers other than bank dealers, safekeeping of municipal securities;

(C) {B} research or investment advice with respect to municipal securities;

(D) {E} any other activities which involve communication, directly or indirectly, with public
investors in municipal securities;

(E) ) maintenance of records with respect to the activities described in subparagraphs (A)

through (D) {E}; or
(F) {6} training of municipal securities principals or municipal securities representatives.

provided, however, that the activities enumerated in subparagraphs (C) {B} and (D) {&}
above shall be limited to such activities as they relate to the activities enumerated in
subparagraphs (A) e~{B} above.
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(i) = (iv) No change.
(c) No change.

(d) Financial and Operations Principal.

(i) = (iii) No change.

(e) Municipal Advisor Representative

(i) Definition.

(A) The term "municipal advisor representative" means a natural person who is an
associated person of a municipal advisor who engages in municipal advisory activities on the firm’s
behalf, other than a person whose functions are solely clerical or ministerial.

(ii) Qualification Requirements.

(A) Every municipal advisor representative shall take and pass the Municipal Securities
Advisor Qualification Examination prior to being qualified as a municipal advisor representative.
The passing grade shall be determined by the Board.

(B) Any person who ceases to be associated with a municipal advisor for two or more
years at any time after having qualified as such in accordance with subparagraph (d)(ii)(A) shall
qualify in such capacity prior to being qualified as a municipal advisor representative.

(f) Municipal Advisor Principal

(i) Definition. The term "municipal advisor principal" means a natural person who is an associated
person of a municipal advisor who is directly engaged in the management, direction or supervision of the
municipal advisory activities of the municipal advisor.

(ii) Numerical Requirements. Every municipal advisor shall have at least one municipal advisor
principal.

(g) e} Confidentiality of Qualification Examinations. No associated person of a broker, dealer, municipal
securities dealer or municipal advisor ermunicipal-seeurities-dealer shall:

(i) = (iv) No change.

(h) 48 Retaking of Qualification Examinations. Any associated person of a broker, dealer, er municipal
securities dealer or municipal advisor who fails to pass a qualification examination prescribed by the Board
shall be permitted to take the examination again after a period of 30 days has elapsed from the date of the
prior examination, except that any person who fails to pass an examination three or more times in
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succession shall be prohibited from again taking the examination until a period of six months has elapsed
from the date of such person's last attempt to pass the examination.

(i) g} Waiver of Qualification Requirements.
(i) No change.

(ii) The requirements of paragraph {ehti} (e)(ii)(A) may be waived

respecttoa-person-associated-with-a-memberofsuchasseeiation: in extraordinary cases for any municipal
advisor representative who demonstrates extensive experience in a field closely related to the municipal
advisory activities of a municipal advisor. Such waiver may be granted by

(A) a registered securities association with respect to a person associated with a
member of such association, or

(B) the Commission with respect to a person associated with a municipal advisor
registered with the Commission and that is not a member of a registered securities association.

(j) #x} Continuing Education Requirements

This section (j) £k} prescribes requirements regarding the continuing education of certain registered
persons subsequent to their initial qualification and registration with a registered securities association
with respect to a person associated with a member of such association, or the appropriate regulatory
agency as defined in section 3(a)(34) of the Act with respect to a person associated with any other broker,
dealer or municipal securities dealer ("the appropriate enforcement authority"). The requirements shall
consist of a Regulatory Element and a Firm Element as set forth below.

(i) = (ii) No change.
% %k 3k k ¥
Rule D-13: “Municipal Advisory Activities”

Except as otherwise specifically provided by rule of the Board, “M-municipal advisory activities” means the
activities described in Section 15B(e)(4)(A)(i) and (ii) of the Act and the rules and regulations promulgated
thereunder.
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25. Securities Industry and Financial Markets Association: Letter from Leslie M. Norwood,
Managing Director and Associate General Counsel, dated May 16, 2014

26. Sonja Sullivan: E-mail dated May 16, 2014
27. Stacy Havener: E-mail dated May 16, 2014

28. Stonehaven: Letter from Steven Jafarzadeh, Managing Director and Partner, dated May 16,
2014

29. Tessera Capital Partners: Letter from Donna DiMaria, CEO/CCO, dated May 16, 2014

30. Third Party Marketers Association: Letter from Donna DiMaria, Chairman of the Board of
Directors, dated May 16, 2014

31. Tibor Partners Inc.: E-mail from William Johnston dated March 18, 2014
32. Timothy D. Wasson: Letter
33. Yuba Group: Letter from Linda Fan, Managing Partner, dated April 28, 2014

34. Zions First National Bank: Letter from W. David Hemingway, Executive Vice President,
dated May 16, 2014

35. Zions First National Bank: Letter from James G. Livingston, Senior Vice President, dated
May 16, 2014



uIdIsuagny usnais
[\

‘sunoA Ajnj1oadsay

‘14oddns Suouis Aw pauses sey yaiym
‘AJejuawiiod pawiojul pue [njaysnoys s INdE Japisuod Ajjnjaed 03 pleog S,gYSIAl 8yl asin |

'SI0SIAPY |eddiuniy 10}
sjuawaainbay uolledlyljeny [euoissajoid Suiysijqelsy - 80-#T0zZ 92130N Aloie|n8ay Aq pasodoud
sa|nJ ay3 SulpiedaJ syusWWod aAIsuayaldwod s |\dE malnal 03 Ajlunpoddo ue pey aney |

‘(INdE) uolle10ssy s 4a134en Aued paiyl

91 JO JUSPISAUd 1Sed puk Jaquiaw Sulpunoy) e OS|E WE | 'S3IIBIPIWIDIUI [BIDUBUI PUB SI0}SBAUI
[EUOIIN1IISUI O] SBDIAJSS Juswadeuew juawisaAul AjJuo-8uo| [euollipe.] SI34J0 SIaUled MOLIY
"‘gYSIAl pUe D35 3yl yum JosiApy |eddiunpl B se patalsi8ad Ajjualind os|e S| slaulled Moy
'Sa0IAJ9S Juade Juswsade|d ul Sulzijeidads JaquBw YN[ B S (SIUSWISIAU] MOoLIY) Wiy AN

JYIWS I Jeag

80-1T0Z 32j10N A1010[nbay
S10SIApY [pdidiuniy Jof spuawaainbay uonwaifijpnp [puolssafold Buiysiiqoisy ;34

CTYE-VTETT VA ‘elipuexs|y

009 21NS — 12341S nd 006T

pJeog Supjews|ny sa114n23s [edidiuniy
Alelaloas aielodio)

YHWS "M PlEUCY "IN

10T ‘9T Aey

LOD'SIUHEAMOLIE MMM (GIM 5661 IDNIS DNILINYYIV + 531vS LNIANIJIANI
+80T' IS #T16 ‘IPL
ek MOYYY
1004 pug ‘BNUBAY 19)S3UIISIM 0TOE Y



Association of
Registration
Management

Post Office Box 133, Bowling Green Station, New York, NY 10274

May 16, 2014

Mr. Ronald W. Smith

Corporate Secretary

Municipal Securities Rulemaking Board
1900 Duke Street, Suite 600
Alexandria, VA 22314

Re:  MSRB Regulatory Notice 2014-08: Request for Comment on
Establishing Professional Qualification Requirements for Municipal
Advisors

Dear Mr. Smith,

The Association of Registration Management, Inc. (“ARM”)! would like to
comment on the proposed amendments to the Municipal Securities
Rulemaking Board (“MSRB”) professional requirements for municipal
advisors and their associated persons. ARM appreciates the opportunity to
submit this letter and present feedback collected from the financial securities
industry on this topic and the related process.

Along with our member firms, ARM has reviewed the proposed professional
qualification standards for municipal advisor professionals and the
suggested procedures for applying for both individual and entity
registrations. As a result of that review, ARM believes that the best solution
for the Securities and Exchange Commission (“SEC”), MSRB, the industry, and
our clients would involve a more uniform approach to registration. ARM
encourages the SEC and MSRB to leverage existing securities examinations
and uniform applications for registration, and the system for processing

1 The Association of Registration Management is an industry association founded in 1975,
comprised of registration professionals from broker-dealers and investment advisers who
deal with the regulatory community on licensing matters and related issues.



Mr. Ronald W. Smith, MSRB
Page 2 of 5

those applications, the Central Registration Depository, (“CRD”)2 owned and
operated the Financial Industry Regulatory Authority (“FINRA™).

ARM is mindful that unlike FINRA, the MSRB is not a membership or self-
regulatory organization (“SR0O"), but rather a rulemaking body. However,
from a registration perspective, that is a difference without a distinction. The
MSRB is a securities regulator, and with the adoption of independent
registration and qualification requirements, operates no differently than any
securities SRO.

ARM believes the existing municipal securities examinations, the Series 52
and 53, cover the topics necessary to conduct business as a municipal advisor
and to supervise municipal advisors, respectively. However, if the MSRB
strongly feels that the duties of municipal advisors require additional
expertise, ARM recommends adding additional questions to the existing
examinations, rather than creating entirely new examinations.

Furthermore, by grandfathering registered representatives who have the
corresponding licenses to those examinations, the Municipal Securities
Representative (“MR”) and Municipal Securities Principal (“MP”)
registrations, the MSRB will also capture those individuals who have
qualified by completing more encompassing examinations, such as Series 7
examinations prior to November 7, 2011. Should the MSRB add new
questions to the existing examinations, ARM is confident that grandfathering
is still the correct course of action. Existing MR and MP registered
representatives are experienced municipal securities professionals, and that
experience should suffice for the additional expertise necessary to operate as
municipal advisors.

Alternatively, if the MSRB insists on new examinations for the municipal
advisor registration categories and/or fails to grandfather MR and MP
registered representatives, ARM suggests the MSRB considers how FINRA
adopted and phased in the Operations Professional registration (“0S")
requirement and the requisite examination, the Series 99, as an example.
With the introduction of that registration, FINRA allowed their member firms
to have individuals continue acting in an OS capacity for a period of one year

2 The Central Registration Depository is a registration database, which was launched in
1981. CRD is used by broker-dealers and various regulators, including: (1) self-regulatory
organizations; (2) all 50 US states; and (3) additional jurisdictions such as the District of
Columbia, Puerto Rico, and the US Virgin Islands. CRD is also the data source for the FINRA
BrokerCheck program. In addition to the use by broker-dealers, the investment adviser
community also leverages CRD functionality.
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from the effective date3, while they prepared for the examination to avoid
disruption in the firms’ operations. FINRA also recognized the overlap of
content between the Series 99 and other examinations, including the Series
6,7,and 27.

In connection with our request to leverage existing examinations, ARM also
requests that the MSRB utilizes the existing securities registration forms and
the system through which those forms are processed. ARM member firms
have been using CRD for over 30 years to register their broker-dealers and
investment advisers. To apply for both entity and individual registrations
with multiple regulatory organizations and exchanges, uniform licensing
applications were developed for member firms. Through this uniformity and
consistency, these forms address common issues and reduce both
redundancies among, and inconsistencies between, the responses to form
questions. These standardized applications, including Forms BD, ADV, U4,
and U54, increase the efficiency and effectiveness of the registration and
disclosure processes. Furthermore, by minimizing the number of forms, the
securities regulators have prevented the over saturation of disclosure
information by highlighting the relevant facts through specific questions and
form sections. ARM believes that a comparison of uniform security
applications to municipal advisor forms, such as Forms A-12, MA, and MA-,
demonstrates overlapping requirements. For example, key sections of the
municipal advisor forms—such as Identifying Information (or General
Information), Business Activities, and Contact Information—are also key
sections on the uniform securities registration applications.

Uniform securities registration applications also feature a long list of
registration categories. Some of these categories are common across
multiple exchanges and regulatory organizations, and others are specific to
individual organizations. ARM recommends a detailed analysis of these
applications to include the new municipal advisor registration categories and
any questions or form sections that are relevant to municipal advisor
business and activities.

In addition to the increased efficiencies that can be accomplished with
uniform applications, the MSRB can improve the efficiency and effectiveness

3 This allowance was provided on the condition that individuals submitted the required
application within a 60-day timeframe.

4 The full titles of the referenced forms are as follows: (1) Form BD- Uniform Application for
Broker-Dealer Registration; (2) Form ADV- Uniform Application for Investment Adviser
Registration; (3) Form U4- Uniform Application for Securities Industry Registration or
Transfer; and (4) Form U5- Uniform Termination Notice for Securities Industry
Registration.
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of their own processes and interactions with industry firms. CRD system
features include, but are not limited to:

(1) automated completeness check functionality to ensure data
quality and prevent the submission of incomplete applications;

(2) validation processes to check for the appropriate examinations for
the categories of registrations being sought;

(3) filters to identify those applicants who require regulatory review
for disclosure incidents and other reasons;

(4) reports and queries related to the application and registration
information in the CRD data;

(5) mass-filing through an electronic filing transfer process (“EFT”), in
which licensing applications and amendments for multiple individuals
are filed at the same time; and

(6) accounting functionality to collect and disburse registration and
renewal fees to the appropriate regulatory agencies.

FINRA also provides support services to complement the CRD system
features, which also benefit member firms, regulators, and the investing
public. First, industry firms are able to use FINRA’s Call Center for support in
the registration application process. Call Center personnel assist system
users by answering application content and process questions, and by
resolving technical issues such as access problems. Access problems with the
MSRB and SEC sites were specifically cited in feedback received from our
member firms, including cases where access was not resolved after weeks of
requests and follow-up communication. Second, FINRA staff reviews
disclosure filings to enforce compliance with reporting requirements and to
screen for possible statutory disqualifications. Third, FINRA uses some of the
collected data in their public disclosure program, allowing investors to use
BrokerCheck to conduct their own background checks to determine which
firms and registered representatives they are comfortable bringing their
business to. ARM believes that these CRD features and related services
would relieve administrative and process burdens, as well as the related
costs, for both the MSRB and our member firms.

ARM recognizes the existence of municipal advisors that are not broker-
dealers, and therefore would not be able to use the CRD registration process
at this time. However, we believe that this is a relatively small percentage of
the municipal advisor population. The efficiencies and benefits achieved by
having the significant majority of municipal advisors registering through CRD
should outweigh any additional efforts needed to address this smaller
population.
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ARM has had several discussions about the possibility of extending the MSRB
registration process to CRD with FINRA. In response, FINRA contacts have
expressed their willingness to assist the MSRB by introducing the CRD
system and its potential uses. Our organization and our member firms will
gladly participate in conferences and discussions with both FINRA and the
MSRB to provide more detailed feedback on the use of this system and to use
our combined years of registration experience to assist the MSRB in
developing application, disclosure, and review procedures through the use of
CRD.

ARM understands and fully supports the need for municipal advisor
qualifications and registration categories. However, the organization and our
member firms have concerns about the process to apply for those
registrations. We recommend contacting ARM for more detailed industry
feedback and to further explore the possibility of using CRD for municipal
advisor registration processing.

Thank you for your time and consideration on this matter. Please contact me
if you wish to discuss the matter in more detail, if you have any questions, or
if I can assist with this initiative any further.

Sincerely,

g
Michele Van Tassel
President, Association of Registration Management, Inc.

armgmnt@armgmntorg

On behalf of the Executive Board and members of the
Association of Registration Management, Inc.

CC:  Mario DiTrapani
Vice President, Registration and Disclosure
Financial Industry Regulatory Authority

Katherine England
Assistant Director, Trading and Markets
Securities and Exchange Commission
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Ronald W. Smith

Corporate Secretary

Municipal Securities Rulemaking Board
1900 Duke Street, Suite 600
Alexandria, VA 22314

RE:  MSRB Notice 2014-08 (March 17, 2014): Request for Comment on Establishing
Professional Qualification Requirements for Municipal Advisors

Dear Mr. Smith:

On behalf of the Bond Dealers of America (“BDA”), I am pleased to submit this letter in
response to Municipal Securities Rulemaking Board (“MSRB”’) Notice 2014-08,
regarding Draft Rule G-3 (“Draft Rule G-3”)." Under the Dodd-Frank Wall Street
Reform and Consumer Protection Act (“Dodd-Frank Act”)?, Congress, among other
things, amended Section 15B of the Securities Exchange Act of 1934 (“Exchange Act”)
to provide for the regulation by the Securities and Exchange Commission (“SEC”) and
the MSRB of municipal advisors and to grant the MSRB certain authority to protect
municipal entities and obligated persons. The Dodd-Frank Act accordingly grants the
MSRB broad rulemaking authority over municipal advisors and municipal advisory
activities. Among other rules published and soon-to-be published by the MSRB, Draft
Rule G-3 is an important component of the regulatory framework for municipal advisors

and we welcome this opportunity to provide our comments.

All Municipal Finance Professionals Should Have the Same Training
The BDA believes that all municipal finance professionals, including municipal advisors,

should be treated the same with respect to the training and testing they are required to

! See MSRB Notice 2014-08 (March 17, 2014).
? Pub. Law No. 111-203, 124 Stat. 1376 (2010).



undertake in order to perform their responsibilities under the law. It is our opinion that
there is nothing one group of municipal finance professionals should be trained to
comprehend that another should not. And while we agree with the MSRB that
professional qualification standards need to be established for municipal advisor
professionals and their associated persons who engage in municipal advisory activities,
we would suggest that the MSRB apply a more streamlined approach in establishing
these standards. Below, we will lay out three options, in order of preference, which we
would suggest the MSRB consider as alternatives to the approach laid out in Draft Rule
G-3. We believe each of these alternatives will accomplish the same goals and reach the
same intended audience, while not overloading the system or overburdening other

municipal finance professionals.

Suggested Alternative Options

We believe the MSRB should consider the following three alternatives to the separate
testing and continuing education requirement for municipal advisors set forth in Draft
Rule G-3. First, the MSRB should consider foregoing the creation and administration of
a wholly new exam for those financial professionals who are already subject to periodic
examinations. The current test to qualify as a municipal securities representative is the
Series 52 examination is the current test for associated persons newly qualifying as a
municipal securities representative. The MSRB should consider whether this could be
used for municipal advisor representatives. If so, then the MSRB could instead include all
of the new relevant municipal advisor regulation and compliance information to the
continuing education component of the exam cycle. For those municipal advisor
representatives who are not currently qualified as municipal securities representatives
they would be required to take the Series 52 exam, which would cover exactly the same
material covered under the continuing education component for previously licensed
finance professionals. This option would essentially allow those broker dealers who are
already qualified as municipal securities representatives and subject to examinations
(Series 52 or Series 53), to be qualified under the new standards set by Draft Rule G-3
and streamline the qualification process by using only one test for all currently unlicensed

municipal finance professionals to take to qualify to enter the municipal finance industry.



We would suggest also investigating the steps taken by the industry when implementing
the Series 79 exam for those people who had previously taken the Series 7 exam and met
certain other qualifications. Specifically, FINRA Regulatory Notice 09-41 for
Investment Banking Representatives provides that investment bankers who hold the
Series 7 registration, as well as those who have passed and are registered with a “Series
7-equivalent exam,” may opt in to the Investment Banking Representative registration,
provided that, as of the date they opt in, such individuals are engaged in investment
banking activities covered by Rule 1032(i). Those individuals who choose to opt in retain
their Series 7 or Series 7-equivalent registered representative registration in addition to
the investment banking registration. After May 3, 2010, Regulatory Notice 09-41
provides that any person who wishes to engage in the specified investment banking
activities will be required to pass the Series 79 Exam or obtain a waiver.> If this
precedent were also followed by the MSRB for Draft Rule G-3, it would permit certain
qualified individuals to opt-in, while still maintaining the continuing education
component of the exam cycle, which would cover the new information identified by the
MSRB as important for the industry to understand for the purposes of acting under the
municipal advisor regulatory regime. Therefore, we believe the MSRB could look to this
Series 7 opt-in for the Series 79 as precedent for it to act accordingly in allowing certain

qualified individuals to opt-in for the municipal advisor requirements.

Second, the BDA believes the next best solution would be to create a supplemental exam
for previously licensed financial professionals, which would cover only the new material
created by the MSRB. Those professionals who have already taken professional
qualification exams such as the Series 7 or Series 52 exam would only now be subject to
taking an exam covering the new material that was not included in their previously
administered exams. Much of the information that w