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MSRB Notice

SEC Approves Amendments to Rule
G-47 to Add Three New Time of
Trade Disclosure Scenarios, Codify
and Consolidate Existing Guidance,
Delete Certain Guidance, and Make
Technical Amendments

Overview

On July 11, 2024, the Municipal Securities Rulemaking Board (the “MSRB”)
received approval® from the Securities and Exchange Commission (the
“Commission”) for amendments to MSRB Rule G-47, on time of trade
disclosure. The amendments provide new time of trade disclosure
scenarios, make technical edits to the rule, and codify, consolidate and
retire certain interpretive guidance.

Compliance Date

The compliance date for the amendments to Rule G-47 is March 3, 2025.

Summary of the Amendments

Rule G-47 requires brokers, dealers, and municipal securities dealers
(“dealers”) to disclose to customers, at or prior to the time of trade, all
material information known about the transaction and the security, as
well as material information that is reasonably accessible to the public
through established industry sources. Rule G-47 Supplementary Material
.03 contains a non-exhaustive list of specific scenarios in which

! See Securities Exchange Act of 1934 (“Exchange Act”) Release No. 100508 (July 11, 2024)
(File No. SR-MSRB-2024-03).

msrb.org | emma.msrb.org

1


https://public.govdelivery.com/accounts/VAORGMSRB/subscriber/new?topic_id=VAORGMSRB_9
https://public.govdelivery.com/accounts/VAORGMSRB/subscriber/new?topic_id=VAORGMSRB_9
https://www.msrb.org/Rules-and-Interpretations/MSRB-Rules/General/Rule-G-47

MSRB Notice 2024-10

information pertaining to the security or the transaction may be material and
require a time of trade disclosure from a dealer to a customer.? This notice
describes the recent amendments to Rule G-47 and underlying interpretive
guidance approved by the Commission.

A. Disclosure of Material Information

The amendments to Rule G-47 add new subsection (ii) to Rule G-47(a)
clarifying that information that may be material to the transaction would not
be required to be disclosed to the customer if, pursuant to the dealer’s
policies and procedures regarding insider trading and related securities laws,
such information is intentionally withheld from the dealer’s registered
representatives who are engaged in sales to and purchases from customers.
This new language would make clear that it is not the MSRB’s intent for
dealers to violate securities regulations.

B. Definition of Material Information

Rule G-47(b)(ii) defines the term “material information” and explains that
information is considered to be material if there is a substantial likelihood
that the information would be considered important or significant by a
reasonable investor in making an investment decision. The amendments to
Rule G-47 make technical amendments to the definition in order to better
streamline the manner in which the term “material information” is described
by the rule. As such, the amendment deletes the language “or significant”
from Rule G-47(b)(ii) and makes a conforming edit in Rule G-47
Supplementary Material .01(a) to change the word “significant” to
“important.” This technical amendment does not materially alter the
definition of material information or impose any additional burdens on
dealers.

C. Codify Existing Interpretive Guidance on Market Discount and Zero
Coupon or Stepped Coupon Securities

2 Pursuant to Rule G-47(a), dealers are only required to disclose information that they know
or that is reasonably accessible to the market through established industry sources,
including but not limited to the MSRB’s Electronic Municipal Market Access (“EMMA®”)
system, and not information that is unknown or unavailable through established industry
sources. Thus, in the context of the specific scenarios in Supplementary Material .03, if
material information is not known by the dealer or is not reasonably accessible to the
market through established industry sources, a dealer would not generally be viewed as
violating Rule G-47 if it did not disclose such unknown and inaccessible information in any of
the listed scenarios.
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The amendments to Rule G-47 codify and retire November 2016 interpretive
guidance on market discount (the “Market Discount Guidance”).? The Market
Discount Guidance states that, absent adequate disclosure that a security has
market discount, an investor might not be aware that all or a portion of such
investor’s investment return represented by accretion of the market discount
is taxable as ordinary income. The Market Discount Guidance goes on to
state that the fact that a security has market discount is material information
that is required to be disclosed to a customer under MSRB Rule G-47 at or
prior to the time of trade. The amendments to Rule G-47 codify this
information into a new disclosure scenario in Rule G-47 Supplementary
Material .03(p). Specifically, Rule G-47 Supplementary Material .03(p) now
lists “The fact that a municipal security bears market discount and that all or
a portion of the investor’s investment return represented by accretion of the
market discount might be taxable as ordinary income” as a disclosure
scenario. The amendments retire The Market Discount Guidance as the
MSRB believes that it does not retain any additional standalone value.*

The amendments to Rule G-47 codify information from April 1982
interpretive guidance on zero coupon or stepped coupon bonds (the “Zero or
Stepped Coupon Guidance”).> The Zero or Stepped Coupon Guidance states
in the context of discussing zero coupon bonds and stepped coupon bonds
that the MISRB is of the view that persons selling such securities to the public
have an obligation to adequately disclose the special characteristics of such
securities in order to comply with the MSRB's fair practice rules. The
amendments codify this information into a disclosure scenario in Rule G-47
Supplementary Material .03(q). Specifically, Rule G-47 Supplementary
Material .03(q) now lists “the special characteristics of zero coupon bonds or
stepped coupon bonds and, with respect to stepped coupon securities, the
details of the increases to the interest rates” as a disclosure scenario. The
amendments do not retire the underlying Zero or Stepped Coupon Guidance
as the MSRB believes that it contains additional standalone value pertaining
to MSRB Rule G-12 and MSRB Rule G-15.

3 See MSRB Interpretive Notice Regarding Rule G-47, on Time of Trade Disclosure —
Disclosure of Market Discount (November 22, 2016).

4 Interpretive guidance that has been retired will be removed from the MSRB rulebook and
made available on the MSRB’s Archived Interpretive Guidance page on its website, located
at https://www.msrb.org/MSRB-Archived-Interpretive-Guidance.

5 See MSRB Interpretive Guidance, Notice Concerning “Zero Coupon” and “Stepped Coupon”
Securities (April 27, 1982).
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D. Retire Existing Interpretive Guidance on Conversion Costs and
Secondary Market Insurance

The amendments to Rule G-47 retire a piece of interpretive guidance on
Conversion Cost from August 1988 that the MSRB believes has become
outdated (the “Conversion Cost Guidance”).® The Conversion Cost Guidance
states that transfer agents for some interchangeable securities charge fees
for the conversion of registered certificates to bearer form, which can be
substantial and, in some cases, prohibitively expensive and that dealers
therefore should ascertain the amount of the fee prior to agreeing to deliver
bearer certificates and that, if a dealer passes on the costs of converting
registered securities to bearer form to its customer, the dealer must disclose
the amount of the conversion fee to the customer at or prior to the time of
trade and the customer must agree to pay the conversion fee. The MSRB
believes that interchangeable securities are a rare occurrence in the
marketplace, and as such, the MSRB has retired this guidance.

The amendments to Rule G-47 also retire interpretive guidance from March
1984 on secondary market insurance (the “Secondary Market Insurance
Guidance”).” The Secondary Market Insurance Guidance, in part, reminds the
industry that if a security has been insured or if arrangements for insurance
have been initiated, the market price of the security would be affected and
this information is material and must be disclosed to a customer at or before
the execution of a transaction in the security. MSRB Rule G-47
Supplementary Material .03(e) includes a disclosure obligation scenario
detailing when a security has been insured or arrangements for insurance
have been initiated, the credit rating of the insurance company, and
information about potential rating actions with respect to the bond
insurance company, effectively making the comparable portion of the
Secondary Market Insurance Guidance superfluous. In addition, the MSRB
explained in the Secondary Market Insurance Guidance that it believes that a
dealer should advise a customer if evidence of insurance or other credit
enhancement features must be attached to the security for effective
transference of the insurance or device. However, the MSRB believes that it
is no longer common practice to require such evidence of insurance for
effective transference, and as a result, is retiring the Secondary Market
Insurance Guidance.

6 See MSRB Interpretive Guidance, Confirmation, Delivery and Reclamation of
Interchangeable Securities (August 10, 1988).

7 See MSRB Interpretive Guidance, Application of Board Rules to Transactions in Municipal

Securities Subject to Secondary Market Insurance or Other Credit Enhancement Features
(March 6, 1984).
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E. Bonds that Prepay Principal

Rule G-47 Supplementary Material .03(i) lists bonds that prepay principal as a
specific scenario which may be material and require disclosure at or prior to
the time of trade. The amendments to Rule G-47 add factor bonds to Rule G-
47 Supplementary Material .03(i) as an example of a bond that prepays
principal. Factor bonds are bonds for which partial distributions are
processed by a proportional return of principal to each bondholder. Factor
bonds, by their terms, are already subject to this scenario and therefore this
addition does not add or remove any disclosure burdens but instead simply
provides an example of a potential disclosure obligation currently contained
in MSRB Rule G-47.

F. Three New Time of Trade Disclosure Scenarios

The amendments to Rule G-47 add three new disclosure scenarios to MSRB
Rule G-47 Supplementary Material .03’s non-exhaustive list of specific
scenarios that could be material and require a time of trade disclosure. These
three new disclosure scenarios are discussed below.

Yield to Worst. The amendments to Rule G-47 add yield to worst as a new
disclosure scenario as Rule G-47 Supplementary Material .03(r). Specifically,
Rule G-47 Supplementary Material .03(r) lists “[t]he computed yield required
by Rule G-15(a)(i)(A)(5)(c) if different than the yield at which the transaction
was effected” as a scenario that may be material and require a time of trade
disclosure. Rule G-15(a)(i)(A)(5) requires the yield at which a transaction is
effected for transactions that are computed on the basis of yield to maturity,
yield to a call date, or yield to a put date to be disclosed on a customer’s
confirmation. If the computed yield required by MSRB Rule G-15 is different
than the yield at which the transaction was effected, the computed yield
must also be disclosed on the confirmation. This information is typically
referred to as yield to worst, although dealers are not required to refer to
such computed yield as “yield to worst” to their customers and may
appropriately refer to it is a computed yield.

Unavailability of Official Statement for New Issue Customers. The
amendments to Rule G-47 add the unavailability of an official statement?® for
new issue customers as a new disclosure scenario as Rule G-47
Supplementary Material .03(s). Specifically, Rule G-47 Supplementary

8 The term “official statement” is used with the same meaning as in Rule G-32(c)(vii).
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Material .03(s) provides that, in sales to customers of new issue securities
constituting offered municipal securities within the meaning of Rule G-32,
the fact that no official statement is available on EMMA or that an official
statement is only available from the underwriter is a scenario that may be
material and require a time of trade disclosure. For purposes of this new
disclosure scenario, new issue municipal securities consist of offered
municipal securities within the meaning of MSRB Rule G-32, which in general
are municipal securities sold in a primary offering until 25 days after the
closing of the new issue.® New Supplementary Material .03(s) does not apply
to any sales occurring after the end of the primary offering disclosure period.

This scenario is not limited to sales by underwriters of new issue municipal
securities but also applies to any sale by any dealer of such securities during
the primary offering disclosure period, although dealers other than
underwriters would be entitled to certain reliance on information posted on
EMMA in regard to such requirement. Specifically, dealers generally would
be able to rely, for purposes of Rule G-47 Supplementary Material .03(s), on
information posted on the EMMA1C website as of the time of trade of a new
issue municipal security with regard to whether an official statement is
unavailable or available only from the underwriter. In the case of a customer
trade by a dealer (other than the underwriter of the municipal security)
occurring prior to the posting on EMMA of the official statement or any
statement about the official statement’s availability,*! such dealer may
presume that an official statement will become available unless the dealer
has knowledge that the official statement will not in fact be posted or will

% More specifically, under Rule G-32(c)(vi), an offered municipal security is a municipal
security sold by a dealer during the securities’ primary offering disclosure period. Primary
offering disclosure period is defined in Rule G—-32(c)(ix) as the period commencing with the
first submission to an underwriter of an order for the purchase of offered municipal
securities or the purchase of such securities from the issuer, whichever first occurs, and
ending 25 days after the final delivery by the issuer or its agent of all securities of the issue
to or through the underwriting syndicate or sole underwriter. Offered municipal securities
include, but are not limited to, municipal securities reoffered in a remarketing that
constitutes a primary offering and municipal securities sold in a primary offering but
designated as not reoffered.

0 EMMA® is a registered trademark of the MSRB.

111t is common for new issue municipal securities to be traded immediately after the time of
first execution within the meaning of MSRB Rule G-34(a)(ii)(C)(1)(b) but before the
underwriter timely posts the official statement to EMMA under MSRB Rule G-32(b)(i)(B).
This gap typically is a result of the time needed to finalize and produce the official statement
that incorporates the final terms of a new issue offering.
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only be made available through the underwriter.'? Dealers that serve as
underwriters for a primary offering would, in contrast, be deemed to know
whether or not an official statement will be posted for such offering or will
be made available only from such underwriters.

Unavailability of Continuing Disclosure. The amendments to Rule G-47 add
whether continuing disclosures may be unavailable as Rule G-47
Supplementary Material .03(t). Specifically, Rule G-47 Supplementary
Material .03(t) provides that whether the issuer or other obligated person
has not agreed to make continuing disclosures with respect to the municipal
security as contemplated under Securities Exchange Act Rule 15¢2-12 that
will be available on EMMA is a scenario that may be material and require a
time of trade disclosure.

Continuing disclosure documents and related information submitted by
issuers and obligated persons to EMMA’s continuing disclosure service are
made available on the EMMA website. Such continuing disclosures currently
are accessible by users of the EMMA website through a variety of means,
including on the Disclosure Documents tab of the EMMA Security Details
page for each specific municipal security. The disclosures provided on such
page are generally accompanied by certain information, as applicable,
provided to EMMA by the underwriter of the municipal security at the time
of its initial issuance regarding any agreement by the issuer or other
obligated persons to undertake to provide continuing disclosures.

Dealers generally would be able to rely on such information posted on
EMMA by the underwriter regarding an issuer’s or other obligated person’s
continuing disclosure undertaking for purposes of MSRB Rule G-47
Supplementary Material .03(t) unless the dealer has knowledge to the
contrary. In addition, particularly for municipal securities for which no such
underwriter-provided information concerning any continuing disclosure
agreement may be displayed on EMMA, a review of the official statement or
other information available on EMMA typically would indicate whether the
issuer or obligated person has undertaken to provide continuing disclosures
on the municipal securities.

G. Consolidate Existing Inter-dealer Time of Trade Disclosure Guidance

12 This is somewhat analogous to the ability of dealers other than the underwriter of a new
issue to effectively presume that the underwriter has made the required submissions to
EMMA under MSRB Rule G-32(a)(ii)(B).
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Rule G-47’s time of trade disclosure requirements apply to customer
transactions and not transactions between dealers. However, the MSRB has
previously issued three pieces of interpretive guidance discussing a dealer’s
fair dealing disclosure obligations in connection with inter-dealer
transactions.'3> The amendments to Rule G-47 consolidate the relevant
portions of the three pieces of interpretive guidance that discuss a dealer’s
fair dealing disclosure obligations in connection with inter-dealer
transactions into a new standalone piece of interpretive guidance. The
amendments retire the three underlying pieces of interpretive guidance as
the remaining portions of the interpretations relating to customer disclosure
standards are already incorporated into Rule G-47.

July 12, 2024

% %k %k %k k

Text of Amendments”

Rule G-47: Time of Trade Disclosure

(a)(i) No broker, dealer, or municipal securities dealer shall sell a municipal security to a customer, or
purchase a municipal security from a customer, whether unsolicited or recommended, and whether in a
primary offering or secondary market transaction, without disclosing to the customer, orally or in writing,
at or prior to the time of trade, all material information known about the transaction, as well as material
information about the security that is reasonably accessible to the market.

(ii) Notwithstanding section (a)(i) above, material information is not required to be disclosed to the
customer if, pursuant to the dealer’s policies and procedures regarding insider trading and related
securities laws, such information is intentionally withheld from the dealer’s registered representatives who
are engaged in sales to and purchases from a customer.

(b) Definitions

(i) No change.

13 See MSRB Interpretive Guidance, Notice Concerning Securities that Prepay Principal
(March 19, 1991); MSRB Interpretive Guidance, Disclosure of Pricing: Calculating the Dollar
Price of Partially Prerefunded Bonds (May 15, 1986); and MSRB Interpretive Guidance,
Description Provided at or Prior to the Time of Trade (April 30, 1986).

*Underlining indicates new language; strikethrough denotes deletions.

msrb.org | emma.msrb.org 8




MSRB Notice 2024-10

(ii) “Material information”: Information is considered to be material if there is a substantial
likelihood that the information would be considered important ersignificant by a
reasonable investor in making an investment decision.

(iii) No change.

Supplementary Material
.01 Manner and Scope of Disclosure
a. The disclosure obligation includes a duty to give a customer a complete description of the
security, including a description of the features that likely would be considered important
significant by a reasonable investor, and facts that are material to assessing the potential risks
of the investment.

b. - d. No change.

.02 No change.

.03 Disclosure obligations in specific scenarios. The following examples describe information that may be
material in specific scenarios and require time of trade disclosures to a customer. This list is not exhaustive
and other information may be material to a customer in these and other scenarios.

a. - h. No change.

i. Bonds that prepay principal. The fact that the security prepays principal (e.g. factor bonds to

which a factor reflecting a prior partial distribution is applied to determine interest payments and
principal amount) and the amount of unpaid principal that will be delivered on the transaction.

j. - 0. No change.

p. Market discount. The fact that a municipal security bears market discount and that all or a
portion of the investor’s investment return represented by accretion of the market discount might
be taxable as ordinary income.

d. Zero coupon bonds or stepped coupon bonds. The special characteristics of zero coupon bonds
or stepped coupon bonds and, with respect to stepped coupon securities, the details of the
increases to the interest rates.

r. Yield to worst. The computed yield required by Rule G-15(a)(i)(A)(5)(c) if different than the yield
at which the transaction was effected.
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s. Unavailability of an official statement. In sales to customers of new issue securities constituting
offered municipal securities within the meaning of Rule G-32, the fact that no official statement is
available on EMMA or that an official statement is only available from the underwriter.

t. Whether continuing disclosures may be unavailable. Whether the issuer or other obligated
person has not agreed to make continuing disclosures with respect to the municipal security as
contemplated under Securities Exchange Act Rule 15¢2-12 that will be available on EMMA.

% %k %k %k %k

Time of Trade Disclosures in Inter-Dealer Transactions

For inter-dealer transactions, there is no specific requirement for brokers, dealers or municipal securities
dealers (individually and collectively, “dealers”) to disclose all material facts to another dealer at time of
trade. A selling dealer is not generally charged with the responsibility to ensure that the purchasing dealer
knows all relevant features of the municipal securities being offered for sale. The selling dealer may rely, at
least to a reasonable extent, on the fact that the purchasing dealer is also a professional and will satisfy
their need for information prior to entering into a contract for the municipal securities.

The items of information that professionals in an inter-dealer transaction must exchange at or prior to the
time of trade are governed by principles of contract law and essentially are those items necessary
adequately to describe the municipal security that is the subject of the contract. As a general matter, these
items of information do not encompass all material facts, but should be sufficient to distinguish the
municipal security from other similar issues. The Board has interpreted Rule G-17 to require dealers to
treat other dealers fairly and to hold them to the prevailing ethical standards of the industry. The rule also
prohibits dealers from knowingly misdescribing municipal securities to another dealer. As a result, it is
possible that non-disclosure of an unusual feature might constitute an unfair practice and thus become a
violation of Rule G-17 even in an inter-dealer transaction.

For example, with respect to bonds that prepay principal, non-disclosure of the fact that a bond prepays
principal could be a violation of Rule G-17. This would be especially true if the information about the
prepayment feature is not accessible to the market and is intentionally withheld by the selling dealer.
Whether or not non-disclosure constitutes an unfair practice in a specific case would depend upon the
individual facts of the case. However, to avoid trade disputes and settlement delays in inter-dealer
transactions, it generally is in dealers’ interest to reach specific agreement on the existence of any
prepayment feature and the amount of unpaid principal that will be delivered.

%k %k %k %k %k
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