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SIFMA Municipal Advisor Model Language:  
Draft Cover Memo to State and Local Governments and Municipal Bond Obligors

and

Certificate of Bond Proceeds
for the State and Local Governments and Municipal Bond Obligors
SIFMA has prepared model documents and related guidance to help brokers,  dealers, and other financial institutions comply with the new regulatory requirements created by the SEC’s Municipal Advisor Rule.   The SEC’s Municipal Advisor Rule imposes a registration regime upon firms that give advice to municipal entities and obligated persons on investment of bond proceeds and escrow funds, and imposes a fiduciary duty upon firms that give advice to municipal entities.  

These forms were designed to be used to notify client of the new rule and help the firm identify accounts that may contain bond proceeds or escrow funds.   

SIFMA’s model disclosures and forms are designed to be a starting point to aid firms with compliance with the SEC’s Municipal Advisor Rule.  SIFMA encourages firms to expand or modify these documents as necessary to reflect their own analysis of the rule or specifics of particular transactions. 

SIFMA recommends that firms update their internal procedures and continue to educate their employees and clients about this new regulatory requirement.

Attachment

Draft Cover Memo to State and Local Governments and Municipal Bond Obligors

As a result of the SEC’s Municipal Advisor Rule (effective July 1, 2014), if a firm acts as a municipal advisor to a municipal entity or obligated person with respect to certain investment advice described below , it must be registered as a municipal advisor.  A municipal advisor owes a fiduciary duty to the municipal entity to which investment advice is given and must not take any action inconsistent with its fiduciary duty to the municipal entity.  Accordingly, firms and their affiliates may be prohibited from effecting certain principal transactions for a municipal entity and obligated person if they serve as their municipal advisor.  It is our intention not to act as a municipal advisor, but to conduct arm’s-length commercial transactions with you. 
The SEC Rule defines municipal advisory activity to include providing advice on the following activities:

· Investment of proceeds of municipal securities (commonly referred to as “bond proceeds”); and

· Municipal escrow investments.

Due to the severity of the consequences to our firm if we inadvertently become a municipal advisor, we are sending to you the attached
 [Version A: certification that is to be executed by an authorized representative of [Name of Issuer/Obligor] returned to XX by. If not . . . .]
[Version B (negative consent): disclosures.]
If you have any questions, please call [FIRM contact information].

DRAFT CERTIFICATE OF BOND PROCEEDS
FOR STATE AND LOCAL GOVERNMENTS AND MUNICIPAL BOND OBLIGORS

[Version A]

I certify:

(a) I am an [knowledgeable] official representative of the entity listed below, and am authorized to sign this certificate; 
(b) Regarding the account(s) the entity has with [FIRM]:

1. for the purposes of Section 15B of the Securities Exchange Act of 1934 (Rule 15Ba1 et seq.)(the “Municipal Advisor Rule”) relating to the registration of municipal advisors, none of the funds currently invested in or through the account(s) that entity has with [FIRM], or that the entity seeks to invest in these accounts, constitute (i) proceeds of municipal securities or (ii) municipal escrow investments; 

2. I have access to the appropriate information or have direct knowledge of the source of the funds in the account(s) that entity has with [FIRM], that enable me to make these representations;   

3. for the purposes of the Municipal Advisor Rule and the Adopting Release:

a. the term “proceeds of municipal securities” means monies derived by a municipal entity from the primary offering of municipal securities, investment income derived from the investment or reinvestment of such monies, and any monies of a municipal entity or obligated person held in funds under legal documents for the municipal securities that are reasonably expected to be used as security or a source of payment for the payment of the debt service on the municipal securities, including reserves, sinking funds, and pledged funds created for such purpose, and the investment income derived from the investment or reinvestment of monies in such funds. 

b. the term “municipal escrow investments” means proceeds of municipal securities and any other funds of a municipal entity [ or obligated person] that are deposited in an escrow account to pay the principal of, premium, if any, and interest on one or more issues of municipal securities.

(c) I further certify that the entity will not invest any funds in or through [FIRM] that constitute proceeds of municipal securities or municipal escrow investments.  
[MUNICIPAL ENTITY/OBLIGATED PERSON] 
        By:  [signature of knowledgeable official] 
        Date:


DRAFT NEGATIVE CONSENT LETTER RELATION TO BOND PROCEEDS
FOR STATE AND LOCAL GOVERNMENTS AND MUNICIPAL BOND OBLIGORS

[Version B]


Regarding the account(s) the entity
 has with [FIRM]:
1. For the purposes of Section 15B of the Securities Exchange Act of 1934 (Rule 15Ba1 et seq.)(the “Municipal Advisor Rule”) relating to the registration of municipal advisors, unless notified by [DATE] to the contrary, [FIRM] will assume that none of the funds currently invested in or through the account(s) that entity has with [FIRM], or that the entity seeks to invest in these accounts, constitute (i) proceeds of municipal securities or (ii) municipal escrow investments; 
2. for the purposes of the Municipal Advisor Rule and the Adopting Release:
a. the term “proceeds of municipal securities” means monies derived by a municipal entity from the primary offering of municipal securities, investment income derived from the investment or reinvestment of such monies, and any monies of a municipal entity or obligated person held in funds under legal documents for the municipal securities that are reasonably expected to be used as security or a source of payment for the payment of the debt service on the municipal securities, including reserves, sinking funds, and pledged funds created for such purpose, and the investment income derived from the investment or reinvestment of monies in such funds. 
b. the term “municipal escrow investments” means proceeds of municipal securities and any other funds of a municipal entity [or obligated person]that are deposited in an escrow account to pay the principal of, premium, if any, and interest on one or more issues of municipal securities.
3. In the future, the entity will not invest any funds in or through [FIRM] that constitute proceeds of municipal securities or municipal escrow investments.  
� 	An alternative to using the generic term “entity” would be to insert the name of the municipal entity or obligated person.
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