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Chinrman Mlu:key 'and ·Members of :theSubcommittee: 

·r am pleased .to 'appear. 'today.t·o te:H:ify on beh.d'f of the .Securitiesancl 
Ei:changc comm.i.ssion regcl·rdingthe challenges and opportunities facing the 
munl·c.l,pal . S\!CU,t:l:t·les IlItlrkct . It .is .indisput:able that: t.his vital IIIllrkethas ·been 
the ;subJect ·of .It\t.ensc ,scrutlny l.nthcpast ·several months, ·andseriousconcernfl 
have been raisecircgarding certain 'aspects 'of it, whichlwillconvnent .on .in :a 
:moment.:The .inf.us ion of dollar!!f rom . millions of individual investors .seeli:ing 
safe. ::.ax-excmpt inve!l::mcnt.s calls ·for our ·scrupulous ·attent.ionto :th.ismarket.. 
icommend you, Mr. Cnairl11lln,for holding ::hisheaiingso .thatattention can :be 
toc:used ontne concerns tha:: have been raised and what ·st.epsshould be t.aken ·t.o 
<lddress them. The Com:nissl.on looksioNardtoworkingwith you .and your 
c:.!leagues on the ,crn:.1:cal l'ssues relating :tot.his . iIll?orr.antcapitalmarket. 

"Ihl:le the· COmll'.;t:sslon .renunns confident .ofthe st.rength 'and:"effectivene:ss ·of 
th., /nUnl::::;pel .securit.l.es IIIllrl!Ct, .we -.fiso shere t.he ,SU:Ocommittee ',s ·.concerntha:: 
:llwestor con!ldence lnl::S intcgrlty may havebeenirnpaired .as a result of 
recent ser.l.OUS allegat.l.cnsof abusive .pra.cti:::es.~ Th!lS .market.,Whichhas fueled 
thr;:c.;rolr."'t:l".o: 1\me::lca'.'s infrastructure, has many :posit.ive :attril:lutesthatshould 
b:: i'JsterecL Nevertheless. there also axe certain negative aspe::t~ thatwoJ::k 
againSt investo!" inr.erests., ·which must be reformed. ! am c:onvincedt.hat the 

) 'Ja~-10us· :entities t.hat p·1Q:/ a :::ole ,in overseeing this market must work ·together 
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·t.·:'~llsure :t.hat the munlclpal. IMrr:etisfll~rand efficient, while remaining 
·:n\l\dhil 'of the cost.:sbomeby market. part.1C1.pant:s 

1 nbud. ·tbeheve· the key to refomoft.hemunicipal securit.les bU5.1ness .~s 
OI':'Ir~ ·h.src lnformat.1.on. More ·In!ormatlon about issuers so investors can better 
.: .... \ 1 ua te ·t.he ··value . of .the 1r securities. :More information about the .ftlBrketso 
IIlVestors can obtaln 'faH .pr.ices;andmore 'informAtion'abouttransactions so 
t':'.Juhtor,cando·thelc job beuer.lrecoqnize :that information .qatherin9and 
.;llliSellUnlltlon :l.mposes dl. rect :and indirect ·costs. .Thus, wemust.ensurethat 'such 
:1l:cirlMt.10n .1S obtillned and dl.ssenunated .in.a cost effective manner. 

The Munl.Clpal Securltles ~arket ~riday 

.It.nas :bcen :almost.· ·twenty yearsslnce ·Conqress last enacted leg'islat·lve 
r·:totrr. toaddressproblem:ll.o the mu:u.cipalsecuutiesmarket. Since :the1975 
j\rnendments. niuchhas.changed. o·.,:nershlp of muriic!pal boricis.once ,was heavily 
(;onccnt:ratcd 1n .the po:cfo11.oS o!banlts, insurance companies, and other 
.lnstitut.IOnS. Today., ,retall In:vest.ors,holding ·both directly 'and' through ·mutual 
.~unds ,and .other l.ntenmedlarles, .1ncJ:easingly depend on municipal 'secuJ:~tl.es :to 
prov.lde II 'secure, t.ax-exempt ·'source ·of income. Households . now account for :the 
1.H.:}est ownershIp share of any ·lnvestor.9roup '1n the market. 

Tncrcas ing1 y. dlt.all cwne rshlphas beenCiccompaniedby' anexplos ion in 
,":olume .:lnvestorsnow hold 10 excess of S 1.2 trillion in out.stan~ingprincipal 
,,,mount '·of :'securltiesls:lUed by approxlmately .50,.000 state andlocallssuers.·ln 
I~<?~alone ,volume reached 'a re.cord $2J5 bilhon,andthis record is well on .i;t~ 
'N"'>' to .btHnq broken this yea:: . The dealerseqment has grown along with the crest 
of themllrket.. . Dlstributlon and 't'radl.nq of municlpal bonds .is carried out 'bya 
netwod: 'of c1pp'roXl.mately· ~.cOObrokers. dealers. andbar'iks·. 

Along wlth 'these change!!, new andlncreas·ingly complex securities 'are .. being 
Lnt.roducedat an'cxtraordlnary ,pAce ,.A.5 J;S.5uers ·and ,:dealers 'look ·for '.ways ·to 
respond ·to1.nvestoraemana ·for .productst·ailored to:individual .needs. 
Fundamentally, :.this:is awe 1 comedev elopment ,that ,manifes ts ,the abili t. yofthe 

.1II(lr ketp lacetodev isecrea tlve financing solutionato ·'meet demand. "At the same 
'.lm!!. as :requlato.r:s, we mU.5tkeep·a careful eye ,on .. the:possibilitythat more 
'~\)!1Iplexand volatile1nst ruments wlll lead to investor confusion or .marketing 
t,bu~es . 

,The ·sl.qnf!.1cance :of .the munlclpa'l market ·to ·the nat:ional economy, 'as "well 'as 
·to taxpayers .and individual l.nvestors, cannot be overstated. .Indeed, .the 
I!\uluclpal INlrke.tf inancesa vast.number .of ;programs throu,qhouttheUnited 
'(\t·"tt:S. ·wh1ch provl.de .l:nfrd;tructure ,serv ~ces,and·communitydevelopment 
·cpportunltl.eS atrelat'1.Vely low cost. While overall .the municipal!Nlrltet 
functIons ·e f.f ectlvely, 'the problemstha thave. beenhighliqhtedin recent months 
hrJ'/l! r.tused ,le.gitlmate ·and· SeelOUS . concerns. 

In .respon.sc ·tothe JOlntrequesi of·this Subcommit.tee and '·the Committee on 
·,:f.ner.qy 'and:Commerce ,the ConutUSSlon 'st.a:ffrecently completed a .reporton· the 
;:~'JI)l::lPtd ·securltl.eS .market. I would like to discuss some of :the problem.s 
ltien~:l!'led 1n ,.the repon:. 'and 'what the . Commission intends :to .do to .address .those 

.ploblcr.\!i . 

Munl.clpal :Broker.~Dealer'Market Practices 
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lnrecent·mont.h.s,severalseparat.e incadents of alleged abusive .pract.ices 10 

·::he:rr.unlclpal.lNlrket. ,have .recelveds1.qniIicantpUbli::l.ty. Media reports 
des::ube ho"" municipa1 secuutl.e5 dealers have allegedly pald polit1.cal hgures 
"no· other. parties to obtain .underwrlting· 'business .'in munlcipal offerings. 

These.reports are ·sUbst.antlalenoughto call l.nt.o question not only the 
.bus!nes! ·practicesof. mun1::1pal UndeNrl.ters, butalse the 'lntegrity of the 
::lur.':'::lpal ',securi t lesmarketas ·a 'whole. Although our revie",,':has not :been 
: 0::-';:: leted.we ,are carefully 1001'.1ng :a~ t.hese .pract.l:ces wltha Vl.ewtoward 

'en:or::1n9 'exl:·st.ing ·.l'aws .We .be.l.l~\le ·stronglyt.ha::sornethlng :must 'be :done :by all 
!:It·erested .. part.ies -- marl:etpart1cJ:pant.s, .. cequlators, :'and Congress -- .t.o .ensure 

':.hat1nvestor confidence l.nthls :market l.5 ·reinforced. 'rhe MSRBrecently has 
.,dvanced ,thoughtfulproposa'ls to .deal .W1tr. ·t.hese lssues. Withoul:conunenting on 
then substance :atthlshearlng today. we ,belleve .thei'r appcoachrepresentsa 
J~ep ~n the ~lght dlrectlon. 

In addltl.On. :the :ComrnJ.ss.lon 1S studYlnq thewaY5 in which 'municipal bond 
.;-':fCClngllare,underwr1tten. ·Competitl.ve biddlng, which used .to be the norm. 
hAS been cclipsed'bynegot:lcltcd underwnt.ings,which now account for 
npprox.I.IMtely1.5 percent of .the .aggregate dollar volume of long-term.municlpal 

·oondofferings. .Compet.itl"e bl.ddinqis 'generally believed to . lower the overall 
·:os;; :oi3e1'1J.llg general .. obll.gat.l:on· bonds •. whereas 'the 'oene!'!'t ·of :ne.got.iated 
:mcH::wo:n'ng l.5 t.,nal nmcij' pernl.l t munJ.clpaht.ies to fund needed projects that 
";':.hcr"'lse 'nu:ght ,not re.ce.1Ve f 111Clnclng. 'My.own .'HeW.1S ··thatwhile 'negotl'ated 
..inder",z: lungs 'serve anlmportantfunction l.n the muriiclpal market. il~ssuecs 
:;11ould ·t.;lIke ca' 'hard locy-at 'competltlve b1.dd.lnq "before doing·a negot'iated 
ofi~~lllg. In my ~plnlon, ~ssuers ·should 'constant~y 'evaluate ·the b~n.flts of 
::ompet.L·.Nveblddlng as they explore :tlnancinga1 ternat.ives. 

of .course, my v.iewson.thlsmattec ·arereflect.ive of my own experlence wlth 
. both ·negotl.ated and, compet1 tive transact.l·ons. 'What appears to· differentiate 
l11un'lcJ:pal .'and ·-corporat.e underwr.ltlngs is ·,thatmuniclpal issuers tend 'to' control 
:ne .f;!owoffundsbyselecting :both 'managing 'underwcitersand :s.Yndi·cate 
IlClC.tlclpanu. '.To the extent .to ·which l:ssuersrei::ognizepolitical contributions 
bY·lnfluenc1ngthe .choice of .syndlcate members uwell .asmanag.ing:und~rwr1te·rs·, 
r. hepot.entHl1 :for self ~deab.ng 'becomes substantiallyg.reater.. Ac:cording~y, 1n 
::;:; .rev.lewof the municlpal bond offenngprocess.theComrtUssion ·staffintends 
'.'':; consIder howmuniclpa'l bond l'ssuers .inf1uencethecomposition of unc;ierwrltln9 

.· .• ·/nd.lcates .. and whether'more' Ol.sclosure of these pract.ices is ,':needed . 

. The 'Need :'f.or .Increased·and ·More 'Readily Avallable Information 

Munlclp~l Issuer Dl.sclosure 

The 'foundat,:,onfor strengt.henlng the 'efficl.ency andint.egcity of :Amei:ice '5 

munl::tpal seCut.l.t1CS market 15 lltlproved 'lssuer d1.sclosuce. both· in initial 
.;,::cong!landon ·an on90109 baS1S. 'Under t.he :.presentregulatory system, 
mUlllc.tpal seCUr1.tles are exempt 'from .. theregistratlon andreportl:ng provisions 
ot the federal :securl!:.les laws. ThlS means that. ,the extent ,of municipal issuer 
dl.sclosure ·tends tobed::.Lven by the 'perceived level ·ofdemandfor informatlon 
trom the buyer" of mun~clpa15eCUrl.tl.es. 

Ov'eI .the years, ·.thestaff haslnvestlgated a·nwnber .of bond default.sand 
n':dI -. de1 aults In Whl chlnvestors . recei vedin'adequate ,disclosure. ·For.example, 
·In lnvelltJ.gat.inq t.he Ue~.'torl:Cl.::'Y 'f.lscalc:rlsls.of the mid-'1970 I· S , the ·ste!! 
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aet~rnuned that the City ,had serious undisclosed 'financial problems :at· the ·time 
underwnters distributed 'overS4·billion in short"'termdebt securities. ,A decade· 
later. :thestaff .found .1ninvestigating the default of securities issued by the 
.Washlngton PublicPowerSupplyS ys t em that the undenrri tersfailedto .conductan 
,e:.;anunatlon ·of :the issuer's ,disclosure to determine the substantial .accuracy of 
s::atementsto lnvestorsatthe tlme.that ·S2.;Sbilllonin revenue bonds were 

.'sold. II.s "a result, somelll-:iriformed investors purch~sedthebonds on the. basis 
of .an .lnitial p.rospectus., with no .updated .·disclo!!lurefrom .the .issu.erthat 
.';ollstructlon on theunderlyinq utility projects had been-terminated, ·that there 
...,as ongoing :lltiC}ation regarding the bonds' backing, that Moody··s had suspended 
: '::5 rating ·on ·the bonds .oI.thatStandard,Poors had placed theboncb on its 
~~~dltWatchlist . 

. Al1egatlonsof1nadequ4te ,dis::losure1.n ·condui.~ :bondissuesalso are too 
:':::::'-::00 ·to dlsregard. In 'one :part1.culatly egreqio:.:.scase,$lEmi11ion.in bonds 
:1o:er~ ··sold to :finance :the .development and construct·ion· of·a retirement ·centcr, 
Ait·er .the :bonds defaulted, It.,,.'as .'found .. that investors ·were not .informed :.of 
s!!-.-eral ·s·lgniflcant facts.l.ncludlng the :fact that the developer .hadbeen .unable 
.'.~ .::lot-aln ·;pu\'ate :financlng . for the.proJect ,and ·'t hat the .project'sundentrlters 
,nil.:! a :remarkablrpoor track record wJ.:th mun1cipalbonci . issues ·for. health ·care 
iii:!'!:' tJ.:es. :In :fact ,at t:het.lme the bends were issued, ·this ,project '5 

.'.:t~derwr!·terswere l.nvo!vedl.n·3E : bend .lssues that were either :experlcncing 
.:~n<'lnclal·dlfficultl.es·orwere .In default .. Ofthclseissues, 30wc.re for 
.!'et.!rement :centersor nursing hemes. 

volunt·a ryor.qan1.::at lons, .. led by the Government. FinanceOfhcers ·Associat.ion, 
have sought toencouraqe l.ssuer disclosure. ·rocf!xamp1e, .the.National 
;..s 5 OCla t·lono!. ·S ta te Audltors ,Comptrcillersand T J:easure rs' . Blue Ribbon 
':OIT'J!U ttee on ·SecondaryMarketD:.sclosure recently .pUblished :·its re·commendat.1.ons 

·fot:enhanclng :lnformation ··.collection wl.thinthe st;ates.·We expect ·that these 
self -reguTatoryeffortsonthe part .cif ·the states will improve disclosure 
procedures ·'tor all 'issuers of state ·and ·local .qovf!tnmental securities. 
·';ccordingly, :we .strongl:y ·encouragethese ·effor.tsctndwelcome the opportunity to 
wod: .wnh these .and other 'groups to further .1mprO\~e ·the quality of <discloaure :in 
·thclnit·iI11 and !lecond~u,y .mark.et.s .. for municipal !I~~curit:ies. 

,Overall., ·the .quality of disclosure ·has :improvf~dsteadny over .t.he 'yean .. 
·,The re .,rell14l;nS, ·however ,·lImarked disparity in the quality of disclosure. among 
l;S5.uers, At one end cit. ,the. spectrum. there arelnrqe.municipal ·"i:ssuers that 
pro'Hde comprehensive· disclosure documents :containing vital information. A.t the 
~::h·er :extreme, there .are small, .less frequent issuers·whose ,diselosuresconsist 
:;! cl .buefone.-or two- paqe description· and term :Iheetprepal:ed by the manaqing 
,underwr.iterfor ·use ·in ·se111ng the offering.. Such bare bonesdesc,riptions 
pr.o\·lde lnvestors wlthlittleinsight .1.nto. theri:lksinvolved in purchasing II 

: :t'.u:~ 1. c1pal . secuI.l:ty. 

Once ··an offerlng ·lS ·completed. :perl.OdlC dl.·scllJsure .is .even 1es·s 'common. ·and 
j''?t H .. 1:5 equallYlmpor.tant for ,bondholders, ·subsl!quent investors, ·and dealers . 

. ''h.:::-.out onqolng dlsclosure, the llquidity and eff;Lciency of :the municipal 
S':::UI:ltl.CS mar;;e:: .1S ,impeded. Moreover, investor!} cannot be truly confident in 
.:;',:~':: evalu4t1.ons. of bonds .wlthout.updated .di:sclo:Jures .• 

Under :the··current re.C]ulatorystructure, compr,!hensive .disclosure in the 
:ml:1I1Clpalll14rket can ·orily ·be achieved through Conqressionalactionby ·sUbjectin.CJ 
.:::·:::!·c~pal lssuers.t.o rcqlst.rat.lon and contlnuous reportinq oi::ili9al:ions. :While 
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""e ceall:e that a complete overhaul of the existinqsystemmaynot be populac, 
dl\O ':herefore ·.may· bed.lfficult toaccompl~sh. such an approach ,would be the only 
mcanlnC}!ul way to'ensure comprehensive disclosure both on·an :initial and 
con:lnulng 'bas~s. 

At II rnin~mum, the Conmissionbelieves thatlegi31ation is 'neededto . require 
reglsHat:lOn of 'all corporate obligations underlying municipdconduit 
sccuutles. 'ThelJeseeurities are issued· nominally by a public "issuer 'but 
represen: :1n realJ.ty.an.investmentin·aprivateenterprise. From an invelJtment 
stdndpomt.,they are ,.1dent1.cal to 'corporate .bondsissueddirectly IlY the 
unde rl y 1 ng obh gor . except ·tha t . t.he 'Interest :lstax -exempt .. inves to.rsincondui t 
bcndsshould recel VI: ·the same ·ln1 ual and continuing .disclosuresregacc1ing· .the 
t!:~d'!rlymg corporateobllqoras :t:heywould 'receive for any othe:non- ,municipal 

. ~n: t:,y. 

In. the. meantime., ,the' COlmUSS.1.0n~s 'preparedto explore ways to improve 
.dlsclosure under It:sexlst.lng :l.nt;erpretlve >authodty .by: providing ·guidancet.o 
l'ssuers .regardingthe .dis::losures .required under .the antifraud .provisionsofthe 
~.edera·l·securl.ties laws. In ·add·ltlon. ·.the 'Commissionwill consider propo:u.ng 
rules prohibi t:l.ng municipal secur 1 t:l'esbroker-'dealersfromrecommending 
;--.;t,standing secur.1.Cles·unles!I the c1.ssuer. provides ongoing information about the 
:"l:1anc'lal ·cond.1.tl0n of the lssuer. 'Whi-le:thisapproach would be .indirect, and 
w.·, .. ld bi' no, means ':SUbstltute :.for legl:slD.tion ,set.·tJ.ng .comprehensive disclosure 
~e:::u1rements. H would cont r.lbute ·toaddresslng .theweaknesseslnthe current 
Jystem . 

. D·l·sclosure of :Mark-ups 

:Another aspect of the market that needs' to be addressed is ·the dlsclosure· of 
Droke:: .,dealercompensa:::ion . The amount of the . mark-.up : charged :by :munic:ipal 
dealers 'currentlYls 'not .!'equlred ·tobed:isclosed. lnpart.,thh :.isaresult of 
:'" lack of tradlng,hlstory for . many bonds that would serve .toestablish market 
poee,and from '1l1acko!publlC reporting, wl'!ichlwilldiscuss in·amoment. 

The ·.lack :of thu :.discJ.osuremakes municipal bond investors :particularly 
'susceptible to .fraud ;and abuse. For eX8mPle,l:none .case, theConimilJlJion 
a lleged .. that :munlcipalsecuritiesweremarked..,llp .6 to .32 percent above the 
prevuling market price. based on 'the .price ·thefirm paid other .dealers 'for ·the 
bonds no more thanflv.e business days before selling them to customers,In 
,a!lotner ·case, the 'al'leged undisclosed. markMupson .lmUlicipal.·securi'tiesranged 
ix.om 10 ·percentt.o ~ln almost 1nconcelvable :149 .:percent.This app~rentlywas 

.posslble 'in ;part .because :the :broke:-ciealer 'w8sable ··t.o:take ·:advanta.ge of the 
cus'tome r' S laclt ofknowlecge of :factors entering into the . dealer ',s pricinc; 
Oe:::l51:0n. ·In an ·effortto :address these type!lof '31tuations, the 'Comm.i5sion has 
j!':~i::ted thestaf! to find.·waystolmprove confl:rmat:ioll d.isclosure 'In th15Area. 

T:ansparency 

'To some ·ob~ervecs,the most .Sl.gTll:!.1.cant flaw in the municipal securities 
:ntl!i:et .·1'5 .:he lack of trading lnformatl.onavailable to invest.orsand mArket 
;=:::!'csslonals. Many of :the ;problems. both :real and perceived, .inthe munl.cipal" 
:T1d:ket:.lould :beallev1ated l:! the 'levelof .publl.cly .available iriformation 
d:.sse::una·tlon 'weregreate::, 'Retail l:nvestars andregulat.ors need 'better trade 
'a:~j=!uotedata ·to 'assess thefal.rness of the ·pru::es .ti)at:municl.pal sccurl t.l.es 
:;=-::~;e:-:ieale:5 'charIJe ttlel·r·custome:s. 



rDCH Congression41Testimony., September 9, 1993 

D15closurelnthemunl clpalsecur itiea 'mArket ·is·not comparable 'wi th 
'.:l!:l::losure l.nthe equity markets, ,or .even with that in the corporal:e :bond 
r.ld,n:et . Particularly 'lnthe ,casco! unrated issues. investorsmaybeoperatinq 
l:\,\n 'cnVlronment In 'Wh.l:ch .theyhave :no 'independent way ,to judqethe true market 

':Miue or ,su1.tab1.1ltyof:thelr bonas. 

Of 'course ,an l.n01 v ldualwalJianglntoabroker"s ',o'ffice : topurcnllsc ,8 

m:JIllclpal,bond may ',be able to ,get a quotefortha: ,seciu:ity.What'he :orshe 
CMlnOlget,however. ,1.5 'a reaLmarket price' withwhichtoc::ompare "the :quoted 
pClc:e.Even :for :prc:ifeSl310nals.prlce information may not .beavailable, ,or may 
llo: ,'Jnrel.l.able . The price atwhJ.ch one ,dealer will sell A bond to another dealer 
C:' ,to <in lnstituClonal lnvesto::f:requencly differs hom ,the, price at ,which 
~nather dealer Mill sell th~bondto:a .retail investor. 

The MSRB has :proposed a ptlot program ,to collect and publish ona delayed 
HU,l!llS. lnformation on:·lntcr-dealertransact.lons in municipal :securitle:s. 'While 
tius .1'S 'a :constructlve fl::!lt 'step. 'r :believe that 'the 'Commission ,and ,the MSRB 
,1!\Quld ,wort: 'together to 'makeavalldble, at least for actively traded ',securitles. 

'r.l!>re,complete 'and t.lmely prlce 'lnformllt;'lon for : municipal securities ,J.nacost 
-to: ff-:ct.l"Ve manner. 

Audu 1'ra1'1s 

Itn;lroved'guo:.e ana trade repor.cwQ :should go 'hand...,in-'harid1ol'.I.th' better 'audlt 
',:cl!l ,and'sl:Ive:.tll'ance :systell1ll. Thls',ln "turn,would .allow :qreater 'rr.onl.torinq 
-lad 'enforcement o:rr.llnlClpalb:oker-dealer activities. A 'better ,audit ,trail 
,w.::.uld, for eX8:tlple. 'll\CreaSe :the NASO's abilJ.'ty to 'examine ,and ·,enforce the 
'c~::1:Stln9 customer :protecC'lon ,rl.ileso'f .t.he ,commission and the <NASD. 

Although <the :munl cJ.pa i'secur 1 t;les ,market .appears to' have had :a. relat ively 
lol<' ·l-ev,el ',o! 'proven sales ,practl.ceabuses, thill, shou'l'd not lead Congress, 
r,cgulat;ors, 'or the investl:nqpubllc' tc'believe .that allsegment:lI of :the 

'nlunl-clpal 'securities ma'rkctllre ,,safe 'tromabuse:. ;Fl.egul'Ators .need ,better tools 
d ,they are to address thee'lementll of :the'municipal'market that prey on 
\1I1sophisticated investors . Al:Ittlte- 'of-:the-art sur,veillance~ylltem '01 'the 't:ype 
that ,eKis.ts in the stocl: find opt lOllsmaelcetstoday ,is 'the lO,gical,point 1:'0 :beqJ.n 
~lo9~nqthisgap 1n the ,ccgulatocy~syst:em: 

ThemUnlCl:pal .securn.!'esmarltet . .I.:I essent1.al 'tcourcountry.;It .provlCtes ,an 
~~f!c:!entmeansofflnanclnq localgover'nmentalneeds, and ,'on the ,Whole it 
pro·:idessafe. 'sound, and' re'Il,able '.1nVestments :for :millions of ,bondholders. The 

':t:u:aclpal.market •. however, J.sradically different 'froln ,what it was in '1.915, when 
,::ongress set :up ,the ,current .:requlat:ory :s,yst:eln. 

As ,I have 1.ncll.cated.t.he Corr.miss·ion, workingtc:gether 'with market 
l)dc: lClpants. t.he Congres5. ,t;ile 'MSRS,thetIASO, and, other regulat:or5, is . 

,prepared ,to take ',thel~lt'lat;lvc to ,ensure 'that :Ameri;:a",s rr.unicipal lIccu:::itl.cS 
,;tIljrl:et 'remalnsa strong and :healthr lIource of ,furt'ding for 10::61 ·,qovernment. and 
"stlfe and 'fa!L market '.foe lnvestors. Tot.hat 'end, .. t;he ,Comnu:SS.l.on will woz:k ';;0 
.:n:Hlr,e~hat lnvestors receJ.ve ,more infocl!I4t:lon ,abol),t this market.. 


