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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON.D.C. 20849

THE CMAIRMAN

December 10, 1090

The Honorable John D, Dingell
Cheirman

U.&. House of Representatives
Committee on Energy and Cocmmerce
Room 2123

Rayburn House Office Building
washington, D.C. 20515

Dear Chairman Dingell:

Thank you for your letter, dated August 17, 1990, requesting
& report bn progress toward the crestion of a centrel source fox
municipal disclosure documents that provides egual acsess to
documents ¢o any interested perseon in a non=discriminatery, cost-
effective, fiexible and efficient manner. You meXed that the
report include the status of and schedule,.if any, for cCommission
consideration of the Municipal Securities Rulemaking Board's
("MSRB") proposzls to, ameng other things, bulld an electronic
facility for the storage and dissemination of municipal
securities information, Finally, you requested an evaluation of
the activities of Nationelly Recognized Municipal Securities
Information Repositories. In response to your regquest, I have
sttached a memorendum that describes recent and pending action
intended to enhance municipal securities disclesure prepare¢ by
the Division ¢f Market Regulation, which hasg primary
responsiblility for monitoring developments in this ares.

I appreciate your interest in municipel securities
disclosure and I aiarﬁ your concern for promoting the integrity
and efficiency of both the primary and secendary municipal
securities marketz. The Commission is currently conducting a
careful review and analyeis of three propossle from the MSRE,
Tile Nok. SR~MSRB-90-%, SR~MSRE~30-3 and SR=MSRE=-S0-4, which,
colleatively, would authorize the creation of an e€laectronic
storage Zacility for both official statements and sdvance
Tefunding documents and an electronic system for the receipt and
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dissenination of continuing disclosure information.
period for the proposals closed on September 24,

The comment

ig90C,

and the
staf? of the Commission is in the process of summarizing the

letters received,
Sincerely,

Lok TGl —

Richard ¢. Breeden
Chairman
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November 27, 1$%0

Toe Richard ¢. Breeden
Cheirman
l" v".'“"."
From: Richard 6. Ketchum, ¢*w‘4?

",'!
Divector, Division of Market Regulation

Re! Report on Progress Toward the Creation of & Central
Source for Municipal Disclosure Documents

Thie memorandum ie intended to respond to Chairman John D.
Dingell's letter, dated August 17, 199G, Iin which Chairman
Dingell reguested a report on 'progress toward the creation of a
central souree for municipal disclosure documents that provides
egque]l access (o documentd £¢ any interested person in & non-
discriminatory manner, in & cost-effective manner, and in a
flexible and efficient manner that contributes to the integrity
and efficiency ¢f both the primary and secondary markets." The
report was to include the stetus of and schedule, if any, for
Commissiop consideration ¢f the Municipal Securities Rulemaking
Board's (“"MSRRB") proposzle to, amoeng other things, build an
electronic facility £¢r the storage and dissemination of
municipal securities information. Finally, Chairman Dingell
requested an eveluation of the activities of Nationally

Recognized Municipel Securities Information Repozitories
{"NRMEIRs") .

In the past year, the Commission and the municipal
securities industry have taken a number of significant steps
to rfacilitate equal, non-discriminateory access to municipel
disclosure documents for any interested person in & cost-

effective, flexible and efficient manner. These initiatives
are outlined below.

As you know, the Commission adopted Rule 15c2~12, on Jgne
28, 198%, and the .rule became effective on January 1, 1990.

The rule encourages the dissemination ¢f municipeal disclosure
documents. Among other things, 1t reguires underwriters to
deliver 4¢ any potentigl customer upon reguest z copy of the
final officisl stetement from the time it becomes available until
20 daye IZrom the end of the underwriting peried. This delivery
ocbligation ceuses when the final official statement is available
¢ any person upon reguest from certain municip&l securities

Securities Exchange Act Release No. 26885 (June 2§,
i%88), 54 FR 28799 ("Adopting Release").
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informatien vendors, referred to as NRMSIRs,?
than 25 days following the end of the underwriting perioed, 1In
January, 1990 the Division issued letters ®s J.J. Kenny co.,
inec., She American Banker-Bond Buyer, gnd Bloomberg L.P.,
recognizing these entities as NRMSIRs.

but in no case less

e

On May 31, 1990, the Commission approved MSRE Rule G-3g.°
Rule G-36 requires underwritere to submit copiee of final
official statements ("08") and other documents to =he MSRB for
certain new-issue municipal securities. In additioen, as part of
its proposal, the MSRE established a public access facility for
copying documents. In approving the rule £filing, the Commission
concluded that the rule change was consistent witn sectien
i1SB(R) (2) (C) of the Securities Exchange A&t of 1934, since Rule
G=36 would enable the Board to develop a comprehensive collection

of 088 for all new municipal securities issues, in turn enhancing
the level of information dissemination,

Oon June. 22, 1990, the MSRB filed three new proposed rule
changes to supplement Rule G-36. The first proposal, File No.
SR-MSRE-90-2, would permit the Board to establish and operaste a
central electronic facility, the Municipal Securities Infermation
Librery ("MSIL"), through whiech information about runicipal
securitiee and their issuers would be made available to marke®

2 In the Adopting Release, the Commission stated that in o

determining whether a particular entity is g NRMSIR,
the Commission would consider, among other things,
whether the repository: (1) is national in scope;

(2) maintaine current, accurate informetion about
municipal offerings in the form of official statements:
{3) hae effective retrievel and dissemination gygtems;
(4} places no limits on the issuers from which it will
accept official stetements or related inmformation:

(S} provides access to the documents deposited with it
te anyone willing and sble to pay the applicable feesg:

and (6) charges reasonable fees, See Adopting Release,
£¢ PR at 20808 n.¢5.

d%s letters from Richard G¢. Ketchum, Director, Division
of Market Reguletion, SEC, to: J. Kevin Kenny,
President & Chief Executive ofrficer, J.J. Renny GQs.,
inc., deted January 4, 1$90; Joseph V. Riccobene,
Ixecutive Vice President, Municipal, American Banker-
Bond Buyer, dated January 4, 1990: and Michael R.

Bloombery, PFresident, Bloomberg L.P., dated January 1%,
ie90. -

Securities Exchange Act Release No. 28081 (June 1,
19903, 55 FR 23333.
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participants and informetion vendors. The MSRE has proposed to
store slectronically the 08s collected pursuant & Rule G-36 ip
MSIL, &# well &s advanced refunding documentg. The second
proposal, File No. SR-MSRBE-90-3, would amend Rule G=36 to require
underwriters to deliver advance refunding documents to the MSRB.’
The third proposal, File No, SR~MSRE=-80-4, would esgtablish =

central facility to accept veluntary submissions 6f continuing
disclosure information electronically.

The proposals have elicited substantial comment among
industry participante ae to the appropriate role of the MSRE in
creating a facility for collecting and disseminating such
information. As of October 31, 1990, the Commission had received
138 comment letters. The majority of the letters have supported
the MSIL because they believe that there is a lack of available
and acceseible information in the municipal market. They believe
that by ©ffering one central, public source for information, the
MSIL system will increase &and ensure access to complete and
accurate informetion in a fair and non-discriminatory manner, and
will result in fairer prices in both primary and secondary
markets. The commentators that favored the proposal generally
noted that problems with the guality, tinming and dissemination of
manicipal securities informetion that have characterized the
market for some time necessitated the development ¢f better
disclosur& mechanisms in t¢he market and they welcomed the MSRB's
efforts. enty-two commentators have submitted comments in
cpposition.” The commentators that opposed the proposal
generally objected to the proposel on the grounds that 1t would
inpose an unacceptable burden on competition among information
vendors and disadventage issuers by raiging their costs with few
or no offsetting benefits., In addition, several commentators
guestioned whether the MSRB has the authority to establish and
operate the MSIL., Some comments expressed concern that
development of the MEIL would lead tc the MSREB, in the future,
attempting to ¢ictete the content of municip&l securities

The prcpdscd rule chenge defines “advance refunding
doouments® as refunding escrow trust agreements or
theilr equivalent.

©f the 13% comment letters, 109 express support £or the
MSIL proposzl, 22 oppese it, and 4 oppose the proposal
& drafted but provide specific comments for its
improvement. Two issuer associstions, the Government
Officers Finance Associaztion and the Kational
Associetion of Steste Auditors, Comptrollers and
Treasurers, have commented in oppesition.
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dimclosure documents,’ All of the comment® are now being
carefully reviewed and are receiving the highest priority. I

hope t¢ have & recommendation on the proposale in the near
future.

In the Rule 18c¢2-12 Adopting Release, the Commission stated
that it gtrongly mupports the development of one or nmore central
repositories for municipal disclosure documents.! The Commissicn
alsoc stated that it recognized "the benefits that may accrue from
the creation of competing private repositories."’ As noted
abeove, seversl information vendors have begun operating as
NRMSIRg. I believe that the three NRMSIRe are operating
successfully. While I understand that they have received tew
reguests for coples of documents in their collections, I have

received no substantive conmplaints or comments with regard o
ehelr operations.

In his letter to vou, Chairman Dingell alsc indicated thas
his office had received reports of discrimination in access to
municipal securities information against somé users, in
particular, broXers' brokers, perceived to be competitors of a
"certain private repository," presumably J.J. Kenny Co., Inc.
(“"Kenny"). Our review of the issue indicates that J.J. Kenny has
not discriminaeted with respect to access to its NRMSIR. Indeed,
as noted above, & basic condition for recognition as a NRMSIR is
that the information vendor preovide access to the documernte
deposited with it to anyone willing and able to pay the
applicable fees.'® Renny has informed us, however, that it
cernineted several contracts for access to {te KENKYBASE
nunicipal securities database, & separate service available by
subscription. The contracte termineted were with brokers'
brokers whe, according to Kenny, had been redistributing the
informat&on to customers in viclation of the subscription
contract  and were termineted prior to Kenny's desgignation zs &
NRMEIR. We believe that the termination of these centracts in ne

4 It should be noted that the Tower Amendment prohibits
the MSRE from imposing requirements on issuers. Ses 15
V.8.C, § 15B(d)(2).

& fas Adopting Relemse at 28808,

¢

Eﬁ‘ -

The Kenny NRMEIR provides individual 0Ss upon regquest
for & ten dollar fee,

16

" See letter from David Francescani, Executive Vice

Prexident and General Counsel, J.J. Kenny €o., Inc. to

the Honorable John D. Dingell, dated August 21, 1990
(gtteched) .
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wey affects access to the Kenmny NRMSIR. I alsc would note that,
with the exception ¢f the operation of it

£ NRMSIR facility,
Kenny, as &n infermetion vendor, is not subject to the oversight
of the Commission.

In sum, I believe that Rule 15c2<12 has improved the
distribution of municipal securities disclosure documents and
that NRMSIRs have benefitted the market. We will promptly
consider whether the further steps proposed by the MSRB are
necessary and appropriate within the statutory and regulatory
framework applicable to municipal securities.

*k% TOTAL PRGE. 283



