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WHAT DOES FILING PURSUANT TO  

THE SEC'S MCDC INITIATIVE MEAN TO AN ISSUER 

If an issuer files its questionnaire pursuant to the MCDC Initiative, the SEC is expected 

to accept a settlement in which the issuer neither admits nor denies the findings and the issuer 

consents to the institution of a cease and desist proceeding.  No financial penalties are expected 

against issuers who file.  Underwriters, however, can expect a financial penalty.  

If an Issuer files under the MCDC Initiative, as part of the settlement, they will agree to 

the following:  

■ establish appropriate policies and procedures and training regarding continuing disclosure 

obligations within 180 days of the institution of the proceedings; 

■ comply with existing continuing disclosure undertakings, including updating past 

delinquent filings within 180 days of the institution of the proceedings; 

■ cooperate with any subsequent investigation by the SEC regarding the false statement(s), 

including the roles of individuals and/or other parties involved; 

■ disclose in a clear and conspicuous fashion the settlement terms in any final official 

statement for an offering by the issuer within five years of the date of institution of the 

proceedings; 

■ provide the SEC staff with a compliance certification regarding the applicable 

undertakings by the issuer on the one year anniversary of the date of institution of the 

proceedings; and 

■ enter into a settlement agreement with the SEC and agree to a cease and desist order. 

Please note that filing pursuant to the MCDC Initiative, does not preclude the SEC from 

pursuing other violations under the securities laws nor does it prevent a court, in a subsequent 

action, from finding violations of fraud.  

 

 Representatives of the SEC have said that issuers who have inaccurate statements in their 

Official Statements and fail to file under this Initiative, can expect that the SEC will be coming 

after them with a "stick". 

 

You should consult with your local counsel and bond counsel to determine if you should 

file under the SEC MCDC Initiative. 


