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Timeline of Federal Securities Laws 

• 1929: Great Depression 
• 1933/1934: ’33 Act and ‘34 Act 
• 1975: New York City crisis 
• 1975: MSRB established 
• 1978: Cleveland loan defaults 
• 1983: WPPSS defaults 
• 1989: Rule 15c2-12 (initial disclosure) 
• 1994: Orange County, CA bankruptcy 
• 1994: Rule 15c2-12 amendment (continuing disclosure) 
• 2008: EMMA 
• 2008: SEC complaint in San Diego 
• 2010: SEC complaint in New Jersey 
• 2010: Dodd–Frank  
• 2010: SEC Enforcement Division: Municipal Securities      

    and Public Pensions Unit 
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Not Your Parents’ Muni Bonds… 

 “Regulation of the Municipal Securities Market: 
Investors Are Not Second-Class Citizens,” SEC 
Commissioner Elisse B. Walter (2009) 
– In sum, the municipal securities market today bears no resemblance to, 

in the words of former SEC Chairman Christopher Cox, “the relatively 
small and sleepy municipal bond activity of days gone by.” Rather than 
being a small “backwater market,” the municipal securities market is an 
increasingly significant part of the U.S. capital markets. 

 SEC, Office of Municipal Securities website 
– In 1945, there was less than $20 billion of municipal debt outstanding. 
– In 1960, there was $66 billion of municipal debt outstanding. 
– In 1981, there was $361 billion of municipal debt outstanding. 
– Today, investors hold approximately $3.7 trillion of municipal debt. 
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Key Laws 

Securities Act of 1933  
(’33 Act) 

Securities Exchange Act of 1934 
(’34 Act) 

 
SEC Rule 10b-5 

SEC Rule 15c2-12 
Dodd-Frank reforms 
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Securities Act of 1933 

 Registration 
– Exemption for munis 
 

 Anti-Fraud 
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Securities Exchange Act of 1934 

 Anti-Fraud 
– Section 10(b) & Rule 10b-5 
 

 Rule 15c2-12 
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Rule 15c2-12 

 Initial Disclosure 

 

 Continuing Disclosure 
 Annual reporting 
 Events reporting 
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Continuing Disclosure Compliance 

SEC investigation of 
continuing disclosure  
compliance 
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Continuing Disclosure Compliance 
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Form of Official Statement 

State of California GO Bonds 
Official Statement - Cover 
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Form of Official Statement 

State of California GO Bonds 
Official Statement – Description 
of the Bonds 
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Form of Official Statement 
State of California GO Bonds 
Official Statement – Description of 
the security for the Bonds 
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Form of Official Statement 
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Form of Official Statement 

State of California GO Bonds 
Official Statement – Summary 
of Bond-related legal issues 



14 

Form of Official Statement 

State of California GO Bonds 
Official Statement – Summary of litigation 
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Form of Official Statement 
State of California GO Bonds 
Official Statement –  
Summary of sales information;  
audited financial statements 
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Form of Official Statement 

State of California GO Bonds 
Official Statement – Description of ratings 
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Form of Official Statement 
State of California GO Bonds 
Official Statement –  
Description of 5-year 
compliance with 
continuing disclosure 
undertakings 
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Where they got it wrong 

Orange County, California 
Maricopa County, Arizona 
City of Syracuse, New York 
City of Miami, Florida 
Massachusetts Turnpike Authority 
City of San Diego, California 
State of New Jersey 
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SEC Guidance 

“Lessons Learned from San Diego,” Linda Chatman 
Thomsen, Director, SEC Division of Enforcement (2007) 

 “What should the municipal securities markets take away from 
these actions? I can tell you that the Enforcement Division believes 
there are five critical lessons that municipalities should learn from 
our recent actions” 
– adopt written disclosure policies and procedures 
– provide appropriate training to city officials and employees 
– focus on the big picture issues facing the city 
– disclose the bad with the good 
– hire competent professionals 
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SEC Guidance 

Written Policies and Procedures 
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SEC Guidance 

Training for Participants in Disclosure 
Process 

 New Jersey 

 Orange County 
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SEC Guidance 
 

Disclose all material facts 

 Focus on the big picture 

 Disclose the good with the bad 
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SEC Guidance 

Hire competent professionals 
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Underwriter Responsibilities 

 Rule 15c2-12 
– underwriters must receive, review, and distribute official 

statements of issuers of primary municipal securities offerings 
– prohibits underwriters from purchasing/selling municipal 

securities w/o reasonably determining that obligated persons 
have contractually agreed to provide continuing disclosure 

 MSRB Rule G-17 - anti-fraud; “fair dealing” 

 MSRB Rule G-19 - “suitability” 

 MSRB Rule G-30 -  “fair and reasonable pricing” 

 MSRB Rule G-37 – pay-to-play 



25 

Bond Counsel 

 Supplemental Opinion 
– The statements contained in the Official Statement on the cover 

page and under the captions "INTRODUCTION," “THE BONDS 
(other than information relating to DTC and its book-entry only 
system, as to which no opinion need be expressed),” 
“SECURITY FOR THE BONDS,” “TAX MATTERS,” and in 
Appendices X and Y thereto, insofar as such statements 
expressly summarize certain provisions of the Bonds, the 
Indenture and our final approving opinion relating to the Bonds, 
are accurate in all material respects. 
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Disclosure/Underwriter’s Counsel 

 Bond Purchase Agreement 

 10b-5 “negative assurance” letter 

 …During the course of our work on this matter, no facts have come 
to our attention that have caused us to believe that the Official 
Statement ….. as of the date of the Official Statement or the 
[closing date] contains any untrue statement of a material fact or 
omits to state any material fact necessary in order to make the 
statements therein, in the light of the circumstances under which 
they were made, not misleading. 
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What happens if you get it wrong? 

2010 

 SEC Enforcement Division: Municipal Securities 
and Public Pensions Unit 

 Dodd-Frank 
– Section 21B, Civil Remedies in Administrative 

Proceedings 
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Risk of personal liability 

Examples 

 Orange County 
– Treasurer: SEC cease and desist order; 6 years in 

jail, $100K fine 
– Asst Treasurer: SEC cease and desist order; 3 years 

in jail; $10K fine 
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Risk of Personal Liability 

Examples 

 San Diego 
– SEC filed charges on Apr. 7, 2008 vs. City staff 

 
– Four City staff members agreed to pay civil fines 
 $25,000: City Manager, City Auditor, Deputy City 

Manager/Finance 
 $5,000: City Treasurer 
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Recommended Disclosure Policies 

Recommendations 

 Establish internal controls & systems that: 
– Identify “disclosure documents” 
– Identify who is responsible 
– Establish checks & balances 
– Define drafting process 
– Require brainstorming sessions to discuss “big 

picture” 
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Recommended Disclosure Policies 

Recommendations  
(cont’d) 

 
– Give legislative body time to review POS 
– Transmit POS to legislative body with cover letter 
– Hire competent auditors & other professionals 
– Disclose bad news 
– Provide training 

 Disclose financial disclosure timely 

 Follow the policies once adopted! 
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You’ve been warned 

SEC charges New Jersey with violating securities law, 
Washington Post (8-19-10)  
 

– The case is part of an escalating campaign by the agency to deter 
financial misconduct by state and local governments as they are under 
intense fiscal pressure. 
– A specialized SEC enforcement unit has been investigating a range of 
potential wrongdoing, including whether municipalities are making 
misleading disclosures when raising money in the bond markets and 
whether pension fund officials are making investments based on bribes or 
political favors. 
– "We have a concern that there could be other states and municipalities 
or local governments out there that are not adequately disclosing the 
extent of their pension fund liabilities," Elaine C. Greenberg, chief of the 
municipal securities and public pensions unit, said in an interview. "By 
bringing this case, we hope that other states and municipalities will take 
notice of this enforcement action.” 
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Questions 

 
 
 
 
 
 
 
 

Chris Lynch 
clynch@joneshall.com 

415.391.5780 
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