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Outline of Discussion

Key Federal Securities Laws

Disclosure Responsibilities

Potential Liability of Elected Officials/Staff

City Disclosure Policies and Procedures
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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 – Section 17(a)
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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
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Rule 15c2-12
Continuing Disclosure

Annual reporting
Event reporting The picture can't be displayed.
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Responsibilities of Officials – Orange County

• County was relying on risky investment strategies to balance its 
budget, and failed to disclose the risky nature of its investments

• County filed for bankruptcy protection in 1994; SEC brought 
enforcement action in 1996 (there were no bond defaults)

• Board of Supervisors failed to take “steps appropriate under the 
circumstances” to assure that the County's financial situation 
was being adequately disclosed to potential investors

“Public official may not authorize disclosure while recklessly disregarding 
facts that indicate that there is a risk that the disclosure may be 
misleading”

• Takeaway: Public officials must exercise reasonable oversight
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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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Potential Liability of Elected Officials/Staff

Orange County

San Diego

Westlands Water District (2016)
“A little Enron accounting” hid true financial condition
District paid $125K fine
Fines paid by GM ($50K) and AGM ($20K)
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Unfunded Liabilities/Unfunded Infrastructure
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Questions

Chris Lynch
clynch@joneshall.com

415.391.5780
www.joneshall.com
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