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SEC Launches Cooperation Initiative to Encourage Municipal Issuers and 
Underwriters to Self-Report Continuing Disclosure Violations

Overview

On March 10, 2014, the Securities and Exchange Commission (“SEC”) announced that issuers and underwriters of 
municipal securities may voluntarily report materially inaccurate statements made in offering documents regarding prior 
continuing disclosure compliance through a program called the Municipalities Continuing Disclosure Cooperation Initiative 
(the “MCDC Initiative”). Issuers¹ and underwriters can take part in the MCDC Initiative by completing a questionnaire and 
submitting it by no later than September 10, 2014. If a questionnaire is submitted and the SEC staff determines it should 
be processed under the MCDC Initiative, the SEC will abide by a predetermined schedule of terms for the reporting entity 
to settle its case. These terms are intended to be relatively lenient, particularly compared to the sanctions and monetary 
penalties imposed in two recent enforcement actions taken by the SEC in July 2013 against an issuer and an underwriter 
arising from false statements in an official statement that the issuer had complied with prior continuing disclosure 
obligations.² The settlement terms included in the MCDC Initiative are set out in Attachment 1 to this Alert. The SEC makes 
clear that if an entity could have self-reported under the MCDC Initiative but failed to do so, and if the SEC later brings an 
enforcement action, it will seek more severe sanctions and penalties. Further, by pitting the interests of issuers and 
underwriters against each other, the SEC is creating significant pressure on both sides to self-report the maximum number 
of potential violations. The full release containing the terms of the MCDC Initiative and the Questionnaire can be accessed 
here:
http://www.sec.gov/News/PressRelease/Detail/PressRelease/1370541090828#.UyEBIPldXQg

What is the SEC’s Goal?

SEC staff members provided greater insights into the purpose and implementation of the MCDC Initiative at a conference 
in Boston on March 27-28, 2014, at which several Orrick attorneys were present. The SEC is convinced there is a large 
problem in the marketplace involving shoddy compliance with continuing disclosure undertakings, which have been 
required by issuers since 1994 under Rule 15c2-12 (the “Rule”)³. Although the Rule by its terms only applies to 
underwriters, the SEC has shown through the West Clark Community Schools case (see footnote 2) that making a false 
statement in an official statement about continuing disclosure compliance makes an issuer directly liable for securities 
fraud (see footnote 3, part (ii)), and exposes underwriters to liability for inadequate due diligence and other potential 
violations. The SEC staff feels that the MCDC Initiative will allow issuers and underwriters to “clean up” past compliance 
lapses under a set of predictable terms, and allow the industry to “reset” into a mode of good compliance going forward.

Scope of the Initiative

Issuers and underwriters are asked to self-report bond offerings in which issuers “may have made materially inaccurate 
statements in a final official statement regarding their prior compliance with their continuing disclosure obligations…” The 
first question is, how far back does this go? The statute of limitations for SEC enforcement actions is five years, so the 
MCDC Initiative would cover potentially material misstatements or omissions  about continuing disclosure compliance in 
official statements up to five years old. However, since a proper final official statement must have disclosed failures of 
compliance for the previous five years, the scope of investigation effectively goes back as much as ten years.

http://www.sec.gov/News/PressRelease/Detail/PressRelease/1370541090828
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It is evident that a critical step in deciding whether to self-report is to assess whether a potential misstatement or omission 
regarding continuing disclosure compliance is material. The term is not defined in securities laws or regulations, and 
depends on the overall facts and circumstances of a situation. Increased scrutiny in this area since mid-2010 (when the 
SEC issued a release reminding underwriters to take more active steps to determine compliance) has revealed that there 
have been a wide range of errors made by issuers over the years, many of them of a very minor or technical nature which 
most lawyers would argue would not be “material.” Thus, while an issuer or underwriter can make its own decision not to 
self-report certain violations on the ground that they are not material, the MCDC Initiative does provide a second level of 
review by the SEC staff. The SEC staff confirmed at the conference that the staff will review each submission and will only 
recommend taking the predetermined enforcement action if the misstatements (or omissions) were material. Staff further 
made the point that in self-reporting, an issuer or underwriter can argue that the circumstances set forth are not material 
and should not result in an enforcement action, but if the SEC staff determines otherwise, the reporting entity must be 
prepared to accept the sanctions included in the MCDC Initiative.

The Carrot and the Stick

As noted earlier, the SEC staff believes the predetermined schedule of settlement terms and sanctions (see Attachment 1) 
for entities which make use of the MCDC Initiative are relatively lenient, but they are very clear that if the SEC seeks 
enforcement action after September 10, 2014 for a situation which could have been self-reported and was not, they will 
seek more severe sanctions. First, they are more likely to bring an action under a scienter-based fraud standard rather 
than the negligence-based standard available under the MCDC Initiative. Second, monetary penalties likely will be sought 
against issuers (even if they have to be paid from general taxes), and underwriters likely will face higher penalties than the 
Initiative provides. Third, the entity subject to the action may have to admit liability as a condition of settling a case. Finally, 
the SEC may be more likely to seek enforcement action and penalties against individuals who may be culpable.

Given the potentially much more serious consequences for failure to self-report, and the possibility that more minor 
violations might not result in action by the SEC in any case, it would appear there is a strong impetus to “over-report” and 
then try to reduce or eliminate the sanctions at the SEC staff level. This leads to the real heart of the incentives created by 
the MCDC Initiative: the conflict between the interests of issuers and underwriters, and the conflict between institutional 
and individual interests.

The Prisoner’s Dilemma

At the Boston conference, the new Chief of the SEC’s Municipal Securities Enforcement Unit made explicit that the SEC 
deliberately wrote the MCDC Initiative in a way that creates a tension between issuers and underwriters, or what she called 
a “modified prisoner’s dilemma. ” Recall that there is only one underlying set of facts: was there a material misstatement or 
omission in a final official statement? If there was, both the issuer and the underwriter have potential securities law 
exposure, and to obtain the favorable settlement terms, each of them has to self-report. Needless to say, if one party 
self-reports and the other does not, a problem arises for the second party if the SEC staff determines that the facts warrant 
an enforcement action. The SEC looks at this tension as a way to incentivize more and fuller disclosures. 

Furthermore, the MCDC Initiative makes clear that it only applies to issuers and underwriters as entities; even if a party 
self-reports and obtains a settlement under the predetermined terms, the SEC retains the right to seek enforcement action 
against individuals who may be culpable. This may include individuals working at the self-reporting entity itself, or at the 
other party, or at a third party, such as an attorney or financial advisor. This consideration will certainly increase the 
difficulty in deciding whether and what to self-report.

Conclusion

Attachments 2 and 3 to this Alert set forth some additional considerations which either issuers or underwriters may wish to 
evaluate as they consider what steps to take in response to the SEC’s MCDC Initiative.

Attachment 1 - “MCDC Initiative Standard Settlement Terms”

Attachment 2 - “Considerations for Issuers”

Attachment 3 - “Considerations for Underwriters”
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BLX

If you need assistance in auditing your compliance 
with your continuing disclosure obligations, or 
preparing your continuing disclosure reports and 
event notices, whether you are an issuer or an 
underwriter please contact:

Jeff Higgins, Managing Director
BLX Group LLC
jhiggins@blxgroup.com
213 612 2209
 
BLX is not a law firm and does not provide legal advice.
BLX is a wholly-owned subsidiary of Orrick that provides 
certain tax compliance, financial advisory, investment
advisory and other services.

ORRICK

If you have any legal questions or questions regarding the
MCDC Initiative and its potential impact, please contact any
of the attorneys at Orrick, Herrington & Sutcliffe listed below:

Roger Davis, Partner, Public Finance
rogerdavis@orrick.com
415 773 5758

Bob Feyer, Senior Counsel, Public Finance
bobfeyer@orrick.com
415 773 5886

Elaine Greenberg, Partner
Securities Litigation & Regulatory Enforcement
egreenberg@orrick.com
202 339 8535

Alison Radecki, Partner, Public Finance
aradecki@orrick.com
212 506 5282

George Greer, Partner
Securities Litigation & Regulatory Enforcement
ggreer@orrick.com
206 839 4403

Robert Fippinger, Senior Counsel, Public Finance
rfippinger@orrick.com
212 506 5260

¹ The MCDC Initiative applies to any entity required to file continuing disclosure reports under SEC Rule 15c2-12. As used in this Alert, “issuer” will refer 
to both non-conduit governmental issuers and obligors of conduit bond issues who are obligated persons.

² West Clark Community Schools, a school district in Indiana, sold bonds in 2007 and falsely stated in its official statement that it had complied with its 
continuing disclosure obligations from a 2005 issue. It had in fact failed until at least 2010 to file any annual reports at all. The underwriter of both issues, 
City Securities, failed to investigate the school district’s activity and allowed the 2007 issue to proceed with the false statement in the official statement. 
Both the school district and the underwriter consented to cease and desist orders for violations of Section 10(b) and Rule 10b-5 which are 
“scienter-based” fraud charges requiring a finding of intentional or reckless conduct, and the underwriter was censured and had to pay a civil penalty of 
$300,000, among other  sanctions. The MCDC Initiative is based on this enforcement action.

³ The Rule has two prongs: (i) a requirement to file annual financial reports and to report if it misses the reporting deadline, plus reporting on certain 
material events when they occur, and (ii) a requirement to include in a final official statement a disclosure if an issuer has failed to materially comply with 
its prior continuing disclosure obligations during the previous five years.

  Although the MCDC Initiative refers to “materially inaccurate statements,” the SEC staff in Boston made clear that if an issuer had materially failed to 
comply with its undertakings in the prior five years, and omitted to disclose that fact in an official statement (as distinct from a case like West Clark 
Community Schools, which falsely stated in the affirmative that it had not failed to comply), this would still constitute a securities law violation which can 
be self-reported.

  In the classic case, two suspects are brought to the police station and held in separate rooms. Each one is told that only the first one to confess will 
obtain favorable terms. The SEC views the MCDC Initiative as a “modified” prisoner’s dilemma because in this situation, the second party to self-report 
does not get worse treatment. But if the second party does not self-report, the sanctions will very likely be more severe.

You are receiving this communication because we believe you have an existing business relationship with Orrick or have previously indicated your desire to receive such 
communications. You may unsubscribe from future messages here: Manage Subscriptions. To ensure future delivery of Orrick communications, please add 
publications@orricklawfirm.com to your safe sender list or address book.

Permission is granted to make and redistribute, without charge, copies of this entire document provided that such copies are complete and unaltered and identify Orrick as the 
author. All other rights reserved. 

IRS Circular 230 disclosure: To ensure compliance with requirements imposed by the IRS, we inform you that any tax advice contained in this communication, unless 
expressly stated otherwise, was not intended or written to be used, and cannot be used, for the purpose of (i) avoiding tax-related penalties under the Internal Revenue Code 
or (ii) promoting, marketing or recommending to another party any tax-related matter(s) addressed herein.

Orrick, Herrington & Sutcliffe (Europe) LLP is a limited liability partnership registered in England and Wales under number OC347108 and is a multinational practice of 
registered and foreign lawyers and English solicitors. The term partner is used to refer to a member of Orrick, Herrington & Sutcliffe (Europe) LLP or an employee or consultant 
with equivalent standing and qualifications, or an individual with equivalent status at an Orrick Entity. A list of members of Orrick, Herrington & Sutcliffe (Europe) LLP and their 
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ATTACHMENT 1

MCDC Initiative Standard Settlement Terms

The MCDC Initiative states that upon accurate and complete self-reporting, the SEC staff will agree that it will recommend 
to the Commission a settlement of the case with a standard set of sanctions.

For Both Issuers and Underwriters

1. The entity will consent to a cease and desist (“C&D”) proceeding under a negligence standard (Section 17(a)(2) of the 
    Securities Act of 1933), and the entity will be able to neither admit nor deny the SEC’s findings in the C&D proceeding.

2. The entity will cooperate with further investigations by the SEC staff, including those regarding the roles of individuals 
    and other parties involved.

3. The entity will agree to certain undertakings regarding its compliance procedures, including providing a compliance 
    certification to the SEC after one year.

For Issuers

1. In addition to the above steps, the Issuer must establish appropriate continuing disclosure policies, procedures and 
    training, update its past delinquent continuing disclosure filings, and clearly disclose  the C&D settlement terms in any 
    future official statement for five years.

2. There will be no monetary penalty.

For Underwriters

1. The underwriter must retain an independent consultant to review its due diligence process and procedures and make 
    recommendations within 180 days. The underwriter will implement these recommendations unless it can demonstrate 
    they are unduly burdensome.

2. SEC staff will recommend a standard set of civil penalties, based on the par amount of bonds included in each offering 
    which the underwriter self-reports as potentially containing a material misstatement:

 a. For each offering of $30 million or less, a penalty of $20,000

 b. For each offering over $30 million, a penalty of $60,000

 c. An overall civil penalty cap of $500,000 for all of the instances contained in the self-report.



ATTACHMENT 2

Considerations for Issuers

1. Any governmental unit or conduit borrower which had entered into a continuing disclosure undertaking, and then issued 
additional bonds during the past five years, is a candidate for the MCDC Initiative.  

2. Given the SEC’s current heightened scrutiny of this area, it would be prudent for issuers to undertake an internal review 
of their past compliance with their continuing disclosure obligations. This can include:

 a. Filing of annual financial reports, including the audited financial statements, in a timely manner and with the 
 correct filing location (since July 2009, this will have been the EMMA website operated by the Municipal Securities 
 Rulemaking Board). A review should also be made to verify that the reports contain the correct financial and 
 operating information (e.g., correct tables) as well as the audit.   

 b. Reports of material events, particularly rating downgrades.  

3. In the past two years or so, underwriters have been much more active in performing their own reviews of issuers’ 
continuing disclosures. Issuers may have been informed by their underwriters of technical or perhaps more substantive 
failures to strictly comply with their obligations. In most instances, the issuers will have filed corrective reports with EMMA 
and may have disclosed the circumstances in their next official statement(s). Based on a self-examination (#2), or informa-
tion received from an underwriter, if there have been continuing disclosure lapses (large or small), the issuer should 
identify any official statement in the past five years where the lapse might not have been disclosed.

4. Understandably, issuers may wish to limit the cost and scope of any review (whether done internally or externally). 
Given that the “template” for the MCDC Initiative is the West Clark Community Schools example, it would not be unwise to 
focus the review on the annual reports. However, issuers should be aware that underwriters will have an incentive to report 
virtually any lapse in compliance, so issuers may find themselves exposed to the “prisoner’s dilemma” if they limit the 
scope of their review of their own practices. Alternatively, they can wait to see if an underwriter “reports” them (assuming 
the underwriter will notify the issuer ahead of time), but if the underwriter’s report is filed on September 9, 2014, the issuer 
will be out of time. Issuers have the option to reach out to their underwriters to ask if the underwriter has become aware of 
any continuing disclosure lapses by the issuer.

5. If lapses are discovered or known, and were not disclosed in an official statement during the past five years, a decision 
will have to made as to whether or not to self-report under the MCDC Initiative. A first consideration is whether the lapses 
in any way approach a level of materiality. This can be discussed with internal or external securities counsel. If there 
appears to be any reasonable case that the lapse(s) might be treated as a material failure to comply with a continuing 
disclosure undertaking, the issuer should seriously consider self-reporting. As noted in the memorandum, an issuer can 
self-report and then argue to the SEC staff that no enforcement action is warranted. If the SEC disagrees, the conse-
quences of self-reporting for an issuer are not burdensome (see Attachment 1). For example, it is prudent for an  issuer to  
have written continuing disclosure policies and procedures in any event. The greatest downside to self-reporting is the 
potential for adverse publicity (and we recognize this can be an important issue for public officials), and the requirement to 
disclose the terms of the cease and desist settlement with the SEC for five more years. However, as noted above, the 
“prisoner’s dilemma” presents the issuer with a much harsher regime if the underwriter reports the issuer’s lapse(s) and 
the SEC decides they were material.

6. If after considering all these factors an issuer decides to self-report, it would be good practice to notify the underwriter 
ahead of the submission, along with the other parties who have to be identified in the SEC Questionnaire (such as bond, 
disclosure and underwriter’s counsel and the financial advisor).

7. One situation which may arise is that an issuer discovers a lapse(s) in prior compliance, but the issuer has not sold any 
bonds since that time (so there would be nothing to report under the MCDC Initiative).  In that case the issuer should 
definitely correct the lapse(s) with additional filings on EMMA, and then be prepared to discuss the circumstances in their 
next official statement.

It is evident that a critical step in deciding whether to self-report is to assess whether a potential misstatement or omission 
regarding continuing disclosure compliance is material. The term is not defined in securities laws or regulations, and 
depends on the overall facts and circumstances of a situation. Increased scrutiny in this area since mid-2010 (when the 
SEC issued a release reminding underwriters to take more active steps to determine compliance) has revealed that there 
have been a wide range of errors made by issuers over the years, many of them of a very minor or technical nature which 
most lawyers would argue would not be “material.” Thus, while an issuer or underwriter can make its own decision not to 
self-report certain violations on the ground that they are not material, the MCDC Initiative does provide a second level of 
review by the SEC staff. The SEC staff confirmed at the conference that the staff will review each submission and will only 
recommend taking the predetermined enforcement action if the misstatements (or omissions) were material. Staff further 
made the point that in self-reporting, an issuer or underwriter can argue that the circumstances set forth are not material 
and should not result in an enforcement action, but if the SEC staff determines otherwise, the reporting entity must be 
prepared to accept the sanctions included in the MCDC Initiative.

The Carrot and the Stick

As noted earlier, the SEC staff believes the predetermined schedule of settlement terms and sanctions (see Attachment 1) 
for entities which make use of the MCDC Initiative are relatively lenient, but they are very clear that if the SEC seeks 
enforcement action after September 10, 2014 for a situation which could have been self-reported and was not, they will 
seek more severe sanctions. First, they are more likely to bring an action under a scienter-based fraud standard rather 
than the negligence-based standard available under the MCDC Initiative. Second, monetary penalties likely will be sought 
against issuers (even if they have to be paid from general taxes), and underwriters likely will face higher penalties than the 
Initiative provides. Third, the entity subject to the action may have to admit liability as a condition of settling a case. Finally, 
the SEC may be more likely to seek enforcement action and penalties against individuals who may be culpable.

Given the potentially much more serious consequences for failure to self-report, and the possibility that more minor 
violations might not result in action by the SEC in any case, it would appear there is a strong impetus to “over-report” and 
then try to reduce or eliminate the sanctions at the SEC staff level. This leads to the real heart of the incentives created by 
the MCDC Initiative: the conflict between the interests of issuers and underwriters, and the conflict between institutional 
and individual interests.

The Prisoner’s Dilemma

At the Boston conference, the new Chief of the SEC’s Municipal Securities Enforcement Unit made explicit that the SEC 
deliberately wrote the MCDC Initiative in a way that creates a tension between issuers and underwriters, or what she called 
a “modified prisoner’s dilemma. ” Recall that there is only one underlying set of facts: was there a material misstatement or 
omission in a final official statement? If there was, both the issuer and the underwriter have potential securities law 
exposure, and to obtain the favorable settlement terms, each of them has to self-report. Needless to say, if one party 
self-reports and the other does not, a problem arises for the second party if the SEC staff determines that the facts warrant 
an enforcement action. The SEC looks at this tension as a way to incentivize more and fuller disclosures. 

Furthermore, the MCDC Initiative makes clear that it only applies to issuers and underwriters as entities; even if a party 
self-reports and obtains a settlement under the predetermined terms, the SEC retains the right to seek enforcement action 
against individuals who may be culpable. This may include individuals working at the self-reporting entity itself, or at the 
other party, or at a third party, such as an attorney or financial advisor. This consideration will certainly increase the 
difficulty in deciding whether and what to self-report.

Conclusion

Attachments 2 and 3 to this Alert set forth some additional considerations which either issuers or underwriters may wish to 
evaluate as they consider what steps to take in response to the SEC’s MCDC Initiative.

Attachment 1 - “MCDC Initiative Standard Settlement Terms”

Attachment 2 - “Considerations for Issuers”

Attachment 3 - “Considerations for Underwriters”
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ATTACHMENT 3

Considerations for Underwriters

1. It is clear that continuing disclosure compliance is (and has been for a while) high on the agenda of the SEC and 
FINRA. Every underwriter in the industry is a potential candidate for the MCDC Initiative. For the reasons spelled out 
below, every underwriter should take the opportunity to do a thorough review of the past compliance of the issuers whose 
bonds have been underwritten during the past five years. Note that the MCDC Initiative covers both negotiated and 
competitive underwritings.

2. The incentives embedded in the MCDC Initiative weigh heavily on the side of doing a thorough review and self-
reporting as wide a list of potential disclosure failures as reasonable.

 a. Particularly for larger firms which have done hundreds or thousands of issues over the past five years, the 
 predetermined penalty is tiny compared to the alternative. Recall that City Securities was fined $300,000 in 
 connection with its due diligence failure on just one bond issue (although it should be noted that the SEC’s Order 
 did contain findings of other misconduct). Under the MCDC Initiative, the maximum total civil fine is $500,000 for 
 an unlimited number of potential violations reported. The SEC has made clear that an underwriter likely will pay a 
 larger financial penalty for unreported due diligence violations.

 b. An underwriter should self-report everything in one submission. The SEC staff at the Boston conference made it 
 clear that if an underwriter made a partial report (say, 25 issues at $20,000 fine per issue, total of $500,000
 maximum fine), but the SEC learned that the underwriter participated in other issues (because of self-reports from 
 issuers or its own investigations) not included in the submission, the SEC would seek to impose harsher penalties 
 notwithstanding the partial self-report.  Clearly, the SEC is looking for the underwriting community to do its
 homework for it, and is putting the incentives entirely in favor of having the underwriters report on virtually all 
 instances of noncompliance of which they become aware.

 c. Since the maximum civil penalty is set, there is no disincentive to making reports on even minor lapses identified 
 in the review. (Hopefully, some guidance or practice may develop allowing issuers and underwriters to forego 
 reporting truly minor lapses.) As noted, the underwriter can then argue that some or all of the reported instances of 
 noncompliance were actually not material. If the SEC agrees, all the better, but even if it does not, the underwriter 
 is protected by the maximum penalty cap.

 d. Unlike issuers, underwriters are directly regulated by the SEC and FINRA, so failing to take advantage of the 
 MCDC Initiative could expose an underwriter to additional regulatory problems, especially if they are caught up by 
 a report from an issuer. FINRA has not announced any coordinated process with the MCDC Initiative, but it is 
 unlikely to deal harshly with an underwriter or its staff which cooperates with the SEC. This said, if the SEC
 uncovers evidence of misconduct beyond the continuing disclosure due diligence failures, such as was the case 
 with City Securities, additional sanctions may be forthcoming against  the firm. Moreover, as discussed above, 
 individuals are not covered under the MCDC.  

3. The task facing an underwriter is admittedly daunting, particularly in light of the limited time to compile the information 
and file the Questionnaire. The SEC staff suggested that if a large firm really felt it couldn’t complete the task before 
September 10, 2014, they might discuss the situation informally with staff. One solution might be to file a report by 
September 10 with as much information as the firm already has, and then complete the reporting afterward as part of the 
firm’s obligation under the MCDC Initiative to cooperate with the SEC in additional investigations. It is possible that if there 
is a lot of complaint about the timeframe, the SEC could extend the deadline, but there has been no discussion of this yet. 
Another approach which a firm could take, but with some risk, is to “triage” the review and focus on a smaller subset of 
issues and issuers. One possibility might be to just focus on annual reports, since that would seem to be the SEC’s 
highest priority, as evidenced in the West Clark Community Schools case. Another approach could be to focus on smaller, 
less frequent issuers. Another point is to look at the issuers who have had some continuing disclosure lapses which the 
underwriter has already identified through its increased diligence procedures during the past two-three years, and then 
look at the prior history of those issuers (i.e. official statements used prior to the cases where some lapses were identi-
fied). If the lapses already identified by the underwriter are potentially material, they can now be reported through the 
MCDC Initiative. Underwriters can also seek to contact their prior clients and ask if the issuer has become aware of its 
own failure to comply.

4. Underwriters should review their due diligence procedures and policies, and refresh or strengthen them if needed. Any 
action in mitigation may help in settlement discussions with the SEC after a self-report is filed. (The Questionnaire has a 
section which in effect asks for mitigating factors to be presented.)

5. Underwriters must, of course, tread carefully in terms of the relationship with their issuer clients. It would not be good 
practice to place a client into the “prisoner’s dilemma” without forewarning, and perhaps some counseling on the MCDC 
Initiative if the issuer is not aware of it.

  One attorney at the Boston conference who represents underwriting firms asked if a firm could take the position that there surely were a lot of instances of questionable 
compliance, so can it just send in a $500,000 check? The SEC staff emphatically said, “no.” The SEC clearly wants underwriters to provide it with chapter and verse on which 
issuers were noncompliant.

  In City Securities, the SEC also brought an action against a senior executive of the firm, who was personally sanctioned for aiding and abetting the firm’s violations of 
securities laws and rules. He was barred from the securities industry for one year, permanently barred from being a supervisor, and had to pay a civil penalty of over $18,000, 
plus  other monetary sanctions.  


