
Steven B. Caruso 

The purpose of this letter is to provide the Securities and Exchange Commission 
("SEC") with comments on the above referenced proposed rule change which was filed 
by the Financial Industry Regulatory Authority, Inc. ("FINRA") on October 5, 2023. 

I am a retired attorney whose prior practice was exclusively devoted to the 
representation of individual and institutional investors in their disputes with the securities 
industry. Moreover, I am the immediate past Chairman of FINRA's National Arbitration 
and Mediation Committee ("NAMC") and a former public member of the NAMC - in fact, 
I served in both positions during two separate and distinct terms, the former Chairman 
of FINRA's Discovery Task Force Committee ("DTFC"), a former member of the 
Securities Investor Protection Corporation ("SIPC") Modernization Task Force and a 
former President, former member and current Director Emeritus of the Public Investors 
Advocate Bar Association ("PIASA"). 

It is my understanding that the proposed amendments would amend the Code of 
Arbitration Procedure for Customer Disputes, the Code of Arbitration Procedure for 
Industry Disputes and the Code of Mediation Procedure to: (a) revise and restate the 
qualifications for representatives in arbitrations and mediations in the forum 
administered by FINRA Dispute Resolution Services ("DRS"); (b) to disallow 
compensated representatives who are not attorneys from representing parties in the 
DRS forum; (c) to codify that a student enrolled in a law school participating in a law 
school clinical program or its equivalent and practicing under the supervision of an 
attorney may represent investors in the DRS forum; and(d) to clarify the circumstances 
in which any person, including attorneys, would be prohibited from representing parties 
in the DRS forum. 

Let me begin my submission with the historical perspectives that are applicable to the 
predicates for this proposed rule change: 

June 2014: FINRA formed a task force to consider possible enhancements to its 
arbitration and mediation forum, in order to ensure that the forum meets the evolving 
needs of participants; 

December 2015: In its final report, entitled "Final Report and Recommendations of the 
FINRA Dispute Resolution Task Force," the task force recommended that a study be 
conducted to determine how many jurisdictions allow non-attorney representative firms 
("NARs") to represent customers in the FINRA forum, whether NARs provide a service 
to investors with small claims who otherwise would not be able to obtain representation, 
and whether NARs are performing competently; 

May 2017: FINRA's National Arbitration and Mediation Committee ("NAMC"), which is 
the advisory group that provides recommendations to FINRA's Board of Governors 



regarding the rules, regulations and procedures that govern the conduct of arbitration, 
mediation and other dispute resolution matters before FINRA, expressed unanimous 
support for prohibiting compensated NARs from representing parties in all customer and 
intra-industry arbitration cases; 

October 2017: FINRA issued Regulatory Notice 17-34, entitled "Non-Attorney 
Representatives in Arbitration," which requested comment on the "Efficacy of Allowing 
Compensated Non-Attorneys to Represent Parties in Arbitration" based on "allegations 
reported to FINRA [that] raise serious concerns" relating to the purported misconduct of 
NARs in the arbitration forum and to explore whether FINRA should consider "whether it 
would be prudent to further restrict representation of parties" by NARs. Among the 
concerns mentioned in this Regulatory Notice were the fact that "[t]here are no rules of 
professional conduct applicable to NAR firms' activities. Moreover, NAR firms are not 
subject to malpractice insurance requirements. Any recovery against a NAR firm for 
negligence is generally limited to the assets of the corporation. Therefore, investors 
have little recourse if a NAR firm negligently represents or defrauds them. In addition, 
NAR firms are not subject to licensing boards and there is no supervisory body with 
authority to police their activities." A copy of FINRA's Regulatory Notice 17-34 is 
attached to this comment letter and is incorporated herein in its entirety; 

November 2017: In response to FINRA Regulatory Notice 17-34, FINRA received 59 
comment letters - the .overwhelming majority of which supported restriction of NAR 
firms from the representation of parties in all customer and intra-industry arbitration 
cases. One of the comment letters that was submitted to FINRA, in response to FINRA 
Regulatory Notice 17-34, was my own comment letter, dated November 17, 2017. My 
comment letter also included an article that I had authored as a member of the faculty 
on the "2017 Securities Arbitration & Mediation Hot Topics" prqgram that had been 
presented by the Association of the Bar of the City of New York. Copies of both my 
comment letter and New York City Bar Association article are attached to this comment 
letter and both are incorporated herein in their entireties; 

June 2018: After consideration of all of the comment letters that had been received by 
FINRA in response to FINRA Regulatory Notice 17-34, NAMC members again 
expressed unanimous support for prohibiting compensated NARs from representing 
parties in all customer and intra-industry arbitration cases; and 

December 2018: The FINRA Board approved filing with the SEC proposed amendments 
to the Codes of Arbitration and Mediation Procedure relating to prohibiting compensated 
non-attorney representatives from practicing in the FINRA arbitration and mediation 
forum. 

My initial comment to this proposed rule filing is that it is astonishing that now, almost 
five (5) years after the FINRA Board first approved the instant filing based on its 
purported serious concerns for investor protection, FINRA has finally effectuated the 
same with the SEC. 



I would submit that the absence of any interim explanation for this inexcusable five (5) 
year delay that has been associated with this proposed rule filing mandates that the 
SEC require FINRA to explain, in detail, both the reasons for this delay as well as how 
the interests of public investors have been served or, more likely, harmed by this delay. 

This is especially important in view of FINRA's acknowledgement in its proposed rule 
filing of numerous "serious" tnstances of recent "improper conduct" of NARs which has 
caused "potential harm" to public investors including, but not limited to, "compensated 
NARs [who] cold call investors with aggressive sales tactics; pursue frivolous claims; 
misrepresent or willfully fail to disclose important facts relating to their background; 
achieve worse outcomes or awards for their clients or settle cases for lower amounts 
than attorneys; and work in coordination with persons who are suspended or barred 
from the securities industry." 

Notwithstanding the preceding, it is my opinion that the portion of the proposed rule 
filing which would disallow compensated NARs from representing parties in the DRS 
forum will certainly reduce the risk that parties, including investors, may be significantly 
harmed by the activities of compensated NARs and should be approved by the SEC on 
an expedited basis. 

It is my further opinion that the portion of the proposed rule filing which would codify the 
current practice whereby a party may be represented by a student enrolled in a law 
school participating in a law school clinical program or its equivalent and practicing 
under the supervision of an attorney should also be approved by the SEC on an 
expedited basis. 

It is my further opinion that the portion of the proposed rule filing which clarifies that both 
attorneys and non-attorneys may not represent a party in the DRS forum if state law 
prohibits such representation, the person is currently suspended or barred from the 
securities industry in any capacity, the person is currently suspended from the practice 
of law or disbarred or the person is currently suspended from or denied the privilege of 
appearing or practicing before the SEC may not represent a party in the DRS forum 
should also be approved by the SEC on an expedited basis. 

Finally, it is my further opinion that the portion of the proposed rule filing which clarifies 
that any challenge to the qualifications of a representative made outside of the 
arbitration proceeding shall not stay or otherwise delay the proceeding in the absence of 
a court order should also be approved by the SEC on an expedited basis. 

Thank you for providing me with the opportunity to submit my comments on this matter. 



Non-Attorney Representatives 
in Arbitration 
FINRA Requests Comment on the Efficacy of Allowing 
Compensated Non-Attorneys to Represent Parties in 
Arbitration 

Comment Period Expires: December 18, 2017 

Summary 
The FINRA Codes of Arbitration and Mediation Procedure permit compensated 
non-attorneys to represent clients in securities arbitration and mediation 
subject to certain exceptions. FINRA is conducting a review of the efficacy of 
continuing to allow such representation. The Notice outlines FINRA's review 
of compensated non-attorney representatives' (NAR firms) activities at the 
forum and seeks responses to questions related to forum users' experiences 
with NAR firms. 

Questions concerning this Notice should be directed to: 

► Kenneth L. Andrichik, Senior Vice President and Chief Counsel, Office 
of Dispute Resolution, at (212) 858-3915; or 

► Kristine Vo, Assistant Chief Counsel, Office of Dispute Resolution, 
at (212) 858-4106. 

Action Requested 
FINRA encourages all interested parties to comment on the proposal. 
Comments must be received by December 18, 2017. 

Member firms and other interested. parties can submit their.comments using 
the following methods: 

► Emailing comments to pubcom@finra.org; or 

Ftnra 
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► Mailing comm,<mts in hard copy to: 

Marcia E. Asquith 
Office of the Corporate Secretary 
FINRA 
1735 K Street, NW 
Washington, DC 20006-1506 

To help FINRA process and review comments more efficiently, persons should use only 
one method to comment on the proposal. 

Important Notes: The only comments that FINRA will consider are those submitted 
pursuant to the methods described above. All comments received in response to this 
Notice will be made available to the public on the FINRA website. Generally, FINRA will 
post comments as they a re received.' 

Before becoming effective, a proposed rule change must be authorized for filing with the 
Securities and Exchange Commission (SEC) by the FINRA Board of Governors, and then 
must be filed with the SEC pursuant to Section 19(b) of the Securities Exchange Act of 
1934 (SEA).2 

Background & Discussion 
The FINRA Codes of Arbitration and Mediation Procedure (Codes) permit non-attorneys 
to represent clients in securities arbitration and mediation subject to certain exceptions.' 
Some parties are represented by relatives or friends who assist with case preparation or 
presentation. Typically, NAR firms provide public investors an alternative to representation 
by attorneys in disputes between investors and broker-dealers. 

The Dispute Resolution Task Force in its Final Report and Recommendations' recommended 
that FINRA conduct a study to determine, among other matters, whether NAR firms are 
performing competently. FINRA's review revealed that there are a small number of NAR 
firms regularly practicing in the forum. Forum users have reported that the following NAR 
firm activities have taken place at the forum: 

► using the forum as a vehicle to employ inappropriate business practices; 

► requiring retainer agreements that reflect a non-refundable fee of $25,000; 

► representing parties in hearing locations where state law prohibits such representation 
or, in the alternative, handling only small claims (decided on written submissions) 
to avoid hearing locations in which the unauthorized practice of law would become 
an issue; 
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► signing requited arbitration submission agreements with the name of the NAR firm to 
avoid naming an individual representative who could be engaging in the unauthorized 
practice of law; 

► pursuing frivolous or stale claims to attempt to elicit settlements; or 

► breaching confidentiality provisions in settlement agreements by posting a picture 
of the settlement check to marketthe NAR firm's services. 

FINRA permits parties to represent themselves in the forum. Investors with small claims 
(claims of $100,000 or less) who want to be represented in the forum have limited access 
to attorneys because some attorneys may not be willing to offer services given the small 
dollar value of a dispute. In recent filings, approximately one-fifth of customer claims with 
specified damages have relief amounts of less than $100,000.5 Some of these investors are 
served by law school arbitration clinics,' and others are served by NAR firms. 

While NAR firms provide service to public investors with small claims, among others, the 
allegations reported to FINRA raise serious concerns. There are no rules of professional 
conduct applicable to NAR firms' activities. Moreover, NAR firms are not subject to 
malpractice insurance requirements. Any recovery against a NAR firm for negligence is 
generally limited to the assets of the corporation. Therefore, investors have little recourse 
if a NAR firm negligently represents or defrauds them. In addition, NAR firms are not 
subject to licensing boards and there is no supervisory body with authority to police their 
activities. Therefore, FINRA is considering whether it would be prudent to further restrict 
representation of parties by NAR firms. 

Preliminary Economic Impact Assessment 
In considering whether to further restrict representation of parties by NAR firms, FINRA 
will evaluate the economic effects of further restrictions with respect to the current rules 
under the Codes that permit non-attorneys to represent clients in securities arbitration 
and mediation.' Further restrictions on NAR firms are likely to affect investors, broker­
dealers, NAR firms and other entities that offer services to investors in arbitration including 
attorneys. 

As described previously, investors typically retain representation by attorneys, NAR firms, 
relatives and friends, and law school arbitration clinics. Investors can benefit from their 
representative's experience and expertise to prepare and present a case, and to decide 
when to settle or arbitrate a claim. The benefits of representation are likely to increase with 
the competency and experience of the representation and the difficulty for investors to 
make informed decisions, such as when the legal issues are more complex. Investors can 
also incur costs from retaining representation in arb_itration.For example, investors incur 
fees to retain attorneys and NAR firms. Other types of representation, including law school 
arbitration clinics, typically charge no fee. 

Regulatory Notice 3 
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Economically ratioral investors will likely retain the representation that provides the 
most benefits relative to its costs, including retaining no representation if that is the most 
beneficial option. However, not all options may be available to all investors. Attorneys with 
the relevant competency are often not willing to offer services to smaller claims, and law 
school arbitration clinics may not be locally available. Law school arbitration clinics may 
also impose other restrictions, such as not handling claims above a set amount or offering 
services to high income investors. 

Although NAR firms are an alternative to representation by attorneys, NAR firms are not 
subject to the same professional rules or guidelines, nor are they subject to malpractice 
insurance requirements. As a result, relative to representation by attorneys, investors who 
retain representation by NAR firms may be more likely to experience harm at the hand of 
their representative and have less legal recourse to receive compensation for that harm. 
Investors may also not be aware of the absence of these protections, and therefore may not 
properly evaluate the benefits and costs of representation by NAR firms. 

Further restricting the representation of parties by NAR firms could benefit investors by 
reducing their exposure to firms that provide fewer client protections or redress options 
for malpractice. The absence of similar rules and requirements could result in a higher 
incidence of harmful practices, and thereby impose additional costs on investors when 
retaining representation. To the extent that harmful activities hinder the dispute resolution 
process, then broker-dealers would also incur additional legal expense and time to resolve 
disputes. Further restrictions on NAR firms would thereby also benefit broker-dealers 
through the reduction of these potential costs. 

Alternatively, further restricting the representation of parties by NAR firms could also 
impose additional costs. A primary cost could be a decrease in the ability of some investors, 
including investors with smaller claims, to find other beneficial sources of representation. 
The available alternatives to NAR firms may not be as beneficial as representation by NAR 
firms, even if there is a higher risk of negligent representation or fraud, and therefore 
impose costs on investors. The loss of representation could result in worse arbitration 
outcomes. Also, to the extent that NAR firms market their services to investors, and in 
particular investors with smaller claims, then further restrictions could also reduce the 
number of investors who are aware of the potential need to seek recourse in arbitration. 

Further restricting representation of parties by NAR firms would also have other economic 
effects. An inability by some investors to find other beneficial sources of representation in 
arbitration could impact the outcome of an arbitration hearing by affecting the quality and 
completeness of the information presented. Attorneys could also experience an increase in 
business from investors who would otherwise retain representation by NAR firms, which 
would then experience a loss of business. Holding the likely outcome of the arbitration 
constant, these impacts represent an economic transfer and not a new cost or benefit 
imposed. 
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The magnitude o{the benefits and costs depends on the restriction on NAR firms that may 
be imposed. The magnitu-de of the benefits and costs would also depend on the exposure 
of these investors to harmful activities and their ability to retain other representation. For 
example, investors with higher exposure to harmful activities by NAR firms or better access 
to beneficial sources of alternative representation would likely experience greater benefits, 
while those with lower exposure or less access to other beneficial sources of alternative 
representation could experience higher costs. The magnitude of the benefits and costs 
to investors and other affected parties would depend on the nature and severity of the 
potential changes to the Codes. The magnitude of the benefits and costs does not depend 
on the investors that would not otherwise retain representation by NAR firms. 

Request for Comment 
FINRA seeks answers to the following questions with respect to the efficacy of allowing 
NAR firms to continue to represent clients in the forum. 

l, What experiences have you had with a NAR firm in the forum? Do you believe the 
party received competent representation by the NAR firm? What was the economic 
impact to you or your firm of the experience? 

2. What other types of representation or assistance do investors retain in arbitration? 
What experiences have you had with other types of representation or assistance in 
the forum? Do you believe the party received competent representation or assistance? 
What was the economic impact to you or your firm of the experience? 

3. How does the expense to retain representation or assistance differ between NAR firms, 
law firms and other entities that offer services? 

4. Have you been unsuccessful at obtaining attorney representation in arbitration, and if 
so, what factors drove this? If a small claim size was a factor, how much was the claim 
that you were seeking? What factors limit investors' access to attorney representation 
in arbitration other than the size of the claim? 

5, Do you believe that FINRA should amend the Codes to restrict NAR firm activities in 
some way, or to prohibit entirely NAR firms from representing clients at the forum? If 
so, what are the appropriate restrictions? 

6. If you believe that FINRA should continue to allow NAR firms to represent clients at the 
forum, do you believe it would be helpful to forum users if FINRA published a checklist 
of questions on the FINRA website that investors could review before hiring a NAR 
firm? What questions would you suggest that FINRA include? What other alternatives 
should FINRA consider to reduce the incidence of harmful activities by NAR firms but 
ensure investors are able to retain representation? 

7. Are there other relevant benefits and costs associated with the further restriction on 
NAR firms that were not discussed in the economic impact analysis? What are the 
effects of these benefits and costs, and what are the magnitudes ofthe effects? 

Regulatory Notice 5 
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Endnotes 

1. FINRA will not edit personal identifying 
information, such· as names,or email addresses, 
from submissions. Persons should submit only 
information that they wish to make publicly 
available. See Notice to Members 03-73 {Online 
Availability of Comments) (November 2003) 
for more information. 

2. See Section 19 and rules thereunder. After a 
proposed rule change is filed with the SEC, the 
proposed rule change generally is published for 
public comment in the Federal Register. Certain 
limited types of proposed ru!e changes take 
effect upon filing with the SEC See SEA Section 
1.9(bl(3) and SEA Rule l9b-4. 

3. Under Rule 12208 of the Code of Arbitration 
Procedure for Customer Disputes, Rule 13208 of 
the Code of Arbitration Procedure for Industry 
Disputes, and Rule 14106 of the Code of 
Mediation Procedure, parties may be represented 
in an arbitration or mediation by a person who 
is not an attorney, unless: (1) state law prohibits 
such representation; (2) the person is currently 
suspended or barred from the securities Industry 
in any capadty; or (3)the person is currently 
suspended from the practice of law or disbarred. 

4. In October 2014, FINRA formed the Dispute 
Resolution Task Force (Task Force) to consider 
possible enhancements to its arbitration and 
mediation forum. On December 16, 2015, the 
Task Force issued its Final Report, available at 
http ://www. fin ro. or q/sites/ def au It/fit es(Final-D R­
tas k-force-report.pdf. 

5. FINRA staff is able to identify over 6,300 
customer claims filed from 2014 to 2016 
with specified compensatory, punitive or 
other damages. 

6. See How to Find an Attorney on FINRA's website. 

7. We request comment below for information 
that would improve FINRA's ability to evaluate 
the benefits and costs of further restrk.iing 
the representation of parties by NAR firms. 
The benefits and costs of representation 
are dependent on the competency of the 
representation, the fees, as well as the incidence 
and degree of harmful activities. Whether 
these factors systematically differ across 
representatives would impact the economic 
effects of further restricting representation by 
NAR firms. 

©2017. HNRA. All rights reserved. RegUlatoryNotices attempt tO present information to re;iders in,a fon:-ncit that is 
easilywnderst;indc1ble: Howeve1', please beaware thJt; inc;1se of any rrrisunde1·standii1g, tile rule language prevails 
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Steven .B, Caruso 
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CSAG is a ·:c.d .. n~u.· .. tt.1··.n. 9 .... · •.f .. Irm .. ,. !llil ... hys1s ino6r.P. ·• 1/J.rat~i:I in N~lia~~ fn···•·.·. ~013 e,J'lcl•.i.S. c.•.·.u. r ..• iently• 
based in New York C.ity. •• • •• • • • • •• • ' • • • 

. . . ' 

Onits·websit~ • (WWW .coltt$l'.)rifigt.dviS(:iry.com), 0S.li.$iSfa~~ t~~~w~·aj~inotifa\i/· fitrn 

ahd• do l'ldt .PrOl/ide. legaradvice. Cold SpringJXdvfsei qro~Rh~Sil. nc:1tipnf!l netwotk Qf·•·· ..... 

• lawyers speciaU~fng in securities arbitratlcm a~dlnv~strn~nf lois•.tec'ov~ty,Otif al'ivisorY 
group.will recommend your cc:1se to a. l?;1wyet~ithln'ournetwtiitwllo·•iS beStStJitedto fit· 



yourspe~i~l·•.~.,~$ •.• Anyla;yer.WeTecoryimend.fof .. YQUroase.,o~s.on .. contingency •. so 
•••• •• • \her~ at; no hidde~ ,;!!!{of~dltionaJ•expenses"and that"fctJrtce preHmfnarUy .qualified, 

.the client will ~.nter lnt6a••retainer ~greementwith{::hld Spring Advisory ·Group.and. remit 

tli~.;•~QreE!d u~i,n•c:0J!i.Ult111ii·fee:" 

Cl?A;;.;~ehsi~;.ft1r:ttiet·state$that··tbJu.r:t,ane1•·9f.·inv.estment·e)<pettsis .. ·con,prised.of 

··.• ffltmerbt~~~)vyitff.~ver 25 y~~r~ oftra4r;g ~xpel'ienoe. anclbrarich.mahagementat. 

pt~$ttgJous.b(ol<efagefitrn~through6:Utthe¢{)untry who hav~ r:nairrtainedbool<s of 

~tiirness Wfiti~l\en(~,\,1/\>f!cJwld~rThli direct .experience giyes us ttre ability to 

suc($~sf!illy i.derttifYbt'el<~r' fuisdeeds thafmay• otherwise. go unnoticed•." 
< ' " '' ',,, ' ' 

• Wliil~ i~f;~~lttlort as.to CSA;G's purported "national netwQrk.of .lawyers specializing .1n 

• •SectHities'i<!l'bitr~iooand inVel:ltmenfloss recoveryror, its "p,mel of investment exp.erts" 

• whQconquc(potebit;lcasere~~l~ations is notii;:eably absent from its. website, a recent 

rt!view 6f FINRA atbittatiori awards •indicates thatCSAG hasl'leeri identified as the• 

. .. • •• repre~titlvJi.toriltvesfor.Claimarits:in twetll.y ~!:) (22) reported awatds1 since April.of 
"<,; 

•••••• .. ll)~~~ ~~fhei~l$1'1lil'!~ibr1tif written· pleadings.2 

• .•••.• , •.•• CQI.tj)~s~&e6.ty~~;~~i):~~lir~tio.n,~W~r,~~,Joy~~eii.(1~} a~arqs, re~~!ted •1n all .of .the 
.•·••.•·••·•·•·•.~~1~~•·B~,,ij,;eeJi1~1i;(~~1,~~'J;(~.~0~th,1t~li~n·•··~w~t~;.1~~,iate±~~t.·same .. or·a11•{)t 

• •••• 1/J~;lSe ar6itr3tl()h awaf ~~ ~,~ idJiitifie(l.by the if ~llpiicabh;l'll'J~Acase nµri,bers ~nd the d!ltes. that the indicated 
~\J/'lftlsWereissuea;16-01643(Mafcti!l;Jo;t7);;1.6j00Si9 {March 1, 2017).;.'16•01655 (February 27, 2017); 16· 

... ···.• ·•.•· oaaso \F$brLlary 24, ;lO;t7); 16;0944l!Febrwrv 10,.29:17); 1s-01228!January 20,2017); 1s,0122s.(Januarv 6, 
· •·. 1!017); ,16•q1~;1.;1 (Clec,ifnber•l!l:l, ~Ol~;16,0067S {(?iacl]!mb!!r}l!, 10.16): 1~@3326 (Ottobef 24, 2011:r); ·.15:02865 

((:'!ctobl!r l3,i.?Ol6); 16•00201 (S!tpt~inberso, 2016); l.6·Q07$6 (September 1Ei;2016); 15°032/!2 (August 18, 2016); 
••· /i~S"9:1!8Sl(luly.~;.2prt:6);16/filoiis{(JllJV ~9, .. ZO!!iJ; .15'00.67$ {Ju~e 27, 2016l;iX5'0S158t)une. 3, 2016); 15•014.16 

•• · • (M~y•i:7, l!Qitij; l5;.0:!0041J'i\ay :t&,~16);15-01160 (iv,ayS,:Z016); and 15,01911: {Apr118, 2016). 

•••• •• '/'1h·s1mpHfi~dan1itratrorri, npheeYl~gjsheld unl¢ss ih¢dairnant requests one, lfnohear;ngs are.Mid, the 
•• arbltr~totwit!Xe!lo!tranaward ba~~~o~ the plea~lngsandpther materials submitted by tt,eparties. ·~ ll£, 

• SimplifieilArbjtrat/on$,.fl~RAQffi~e 9f Dl\pute )lesolu.tion,•ava.il;;ble at http:f/www:linra.org/ ar.bitration•and, • 
metjlatlon/.simplifjed-arl:!ltr,1ti<>nSJlastylsitea·11pr11 i, 2017), 

'/r~i$e.arbitratic1n·awai'd.sarelder,iirled.1iytht)1r •. ap!)ficatile~lNJiAc~~e.l)U!"bersandthe dates matthe·fndicated 
•·· .· .. a>)l~(qS !"'ere l!a~u/iciil6".QX643 lMllrct,~, 2()17); '16-005~9 (f',laf!:h11 2017); :J.~,O:l655 (Feb\µary 27, 4017); 15• 

. .... . • . \'\;122$ (J,nuilry: ~0,20f7j;).!MilI2J5 (lan~ar.y 6, 2017);16°0U21,(Decernber'Z~, 2016); 15·03.326 {October24,. 
• .• ••) /. > .O~/i);J~i(jo~o~•(!!<>~tembl!r~O, 2o:t~J;Jl:6,00o/$6(Septe1J1berlf:i, 2016);.1$0Q3~82 (August 18, 2016)) 15,00673 • 

• ·•• • .. ()4~<1:;l;!, iQ1!il;J5;0'1.158 {Jy/1¢!!; 2j.ll6)] 15°01416(.t;.'fay 17,20'.f!I); and.1Ss01160 (May !i, 2016), 



the named• Respondents did not participate in the arbitratiq11 li)roc::eedings andiot d.1d not 

appear at the evidentiary hearirig (Which raises a·substantial q.llestioo.a5.tr,Jhf .•· 

coUectabitjty of the monetary damages thatliad b.een awarded)4; and, in .one.(1) 

aroitration proceedini;i, in particular, riotorily w11re the investQtclaims disrhi!l!led .in their 

entirety, but the Investor Clairnantswere then assessed dama111es for a coonterclaln, . • 

that had.· been· asserted· by the .Respondents as well•·as respoi\sibility ftir•the injpoliit!op •• 

of mqnetary ianctions that had been 1iv1ecl agaii\stth<i! investor ¢1,imants,1> < 

l.t is also in,portant to•notethat, fo twq (2);otthe·morererenta11Vaiq: invi,:ing.citG:}• 

the. arbitrators ill tho.se proceedings issue.d reasonedawar~i t~~t !r\ctuJ~d 41ndir\~s1'j •.. 

• fhiitwere ·not only highly crmca.1 ·otthe involvement of CSAG a)'l!/,1· its $1tiptoyee)enr1~if• 

Tarr,. but both of Whldti•also qetcifh'lined Ihattl,eitinvol\ie{T!Elflfi~tl1,seiiatljtt~filiril1: :.c;•··. 

proceeqin~svitil~te(! $teltel~wand etinstltuted···me·.un$uthor~J~•pr~¢1l~<6fl~~/tf"• 

Finally'. notwithstandin!:l •csAG'il representation·thit.it''hasa nationa1·•~e11orkof·. 

lawyers. speciaUzing···io securltJe$ .·atbfttatit.n:/,lnd;investment•loSs·ret:overy,,.and··that•its • 

"advisory group will rcecommendyour l';SSe•k> a lawyer w.ithiri ·oqr:~~tworkWho is beit• 

suited to. fit your special needs,'' in all twenty two (22) of tha,ar~i(ratiOO '<!War<ls 

mentioned above, the CSAG employee Who,i$ identifie(I ashaVlhg rep~$(i!nted the . ' ' ' . "" ' ' -· '" ' '" . ' '"' ' ' ;_ . . ' "' . 
investor. Claimants is the same. Jennifer tarr; n')eritionedabti\ie,Wfio<haj·"a'dfuittid"{hat 

she is not an.attorney whG>1$UcJn~ed to p(acticeilaw.7 

~l.Tti~se··atbltratlon:award~·~reld~rttl!led .• bv•thelr•appli~t(1kF1tR~:,;,,.~~~~!il~•~n~:~e,~a,fi4Jnue1~~1~~e<l.<•• .. · ... 
awards were issued:.16°00~!i0{februar;y 24; W.17);>1;6-0Qi!4l(Pebruary}Q;•~:1(1'); :t¢~'z.$(JD~t;~rnbi;t22iZ016k .·• •• • 
and 16-0(HSi (My 1$;201~). • • • 

•t Thls.arhitrationaward•fal~em:ffledb\'itslipplltahl~ J'JNRAi:~se riurn!ikr~~4;the,da~';ha1 tbiiihdi~~t¥ii!a~a,Jl· •• • 
was issued: 15•01225 (Januaryti,2017}. • • • 

'I ful!i, Simon v. Aegis Capita/corp'. eta/., FINRA Dispute Re$oJHtiQti Arbjtratiri~ No, 15•02865 (Oct9ber ~2, 2016) • 
and Halling v, Cape Securities Inc, et al,, Fi~ llA Olspute nesoluti,,o Arbitration N!>, 16·00519 {1':'larch 1, 2011), 
copies of whlch are•attac~ed tot~is sui'/rni$lli1>n•underthe'respe¢We•designatiofus pf Attachments 1 and.2, 

• 
7 
/ ful!i,Simon v.Aegis<;a/;,itd/C/:,rp, etdl, FINRA D!spute·Resolut1on ~rbitratiori llli;tJs'.02~6$.(0ctober 14, 201(:;), 



.·.·Vindlpatio1'.lR!liiOMeN:$erv1~~foc,.(".VRS"j· ••..•. 

• VRSJs a ~mpan:thalwas lncJrporated inNevv York in 20.1 Oi and is currenUy based on 
torig.lslanfmM()untSinai, N.Y. • •••• 

oh its W~llslte (www,markewifidicatio!l.COtTl) ,\/RS states. thafit :'is .an asset ·recovery 

te~m,w;ar$Je>tlitWYersahtfdo nofrendeileg;L~dVice" and that it "Can help protect 

••• •• · yo~rcligh~•as arilnvester'i ~~cause ."!i]f¥/rongde1irig did take.Place we will be. able to 
• • ••• • ••• tij~Ht~fi!au~ to~Uf JJhiciJ~)~~d va~bex~riernc~as. indJstryillSiden;'iWith .a 

·.''(!6r;ipifil~$!lSiy'eaS~t recDVet\y team experiel)oeg in.•everyaspeQt oft.he ·brokerage 

.indu&f(YJ .. • 

............. \t~$'~~;sitef~;~;r:1;t;~~~a;1~i"µUlizes·1n.excess of.15.years. ()f .. experi~nce .in 

< .. • ijet~Gt1iig .. ;,stock•,brokets•wrongdqing through po('tfolip analysis· and .. ma*et . ret,earch" 

.. alld that1it,~flr®icle[;J asuppc,itsyst~l'l'l in assistihginvestors .. in recovery of stock market 
• •.• ....... •.· le>ties 4uJ .. te tiiQk~r .. l.'lnd ti,t6~rbfoKe;age jt\dustry wro.11.gd9it1g"· ~nd [the] "potential 

• ·•·· ··· fic;oliefy.~f1o'&trtikirk~f~ssets thtouiilh !lrbitratiol'l.'; 

•• 'lt,/hileJQform~t1011,~5,~VR~';F)urpo(tad ''team'' tif'.'industr:y ipsiqers'r vJho claim to have 

··•tunlqueandv~te~~erien.~~~~notic~~~lYf~P'sent·ftom.itswebsite, .• a.re.cel)t.·reviewof 
. F'INRA ~dlitratl~11 •Jw~rd,·dIJ~n~i;prgvicle;f)!lY lnqicatiQ!l 1f)at YR~ has tleen· identified•as 

!f~af~p~~,ll~f~e .. •f~r.i11Vest~ii9lalmant1tllla!ly.•re;orted. !lwarils .. 

. •• ... ·•·•··a1t-ii .. notew~hy·a11dffl~tetia;l,JioWeVe~,•·tl'i~t;.it1 v~sfor:Jgi~a1••io19·111cprporation filing 

Wlth the New *ei.l'k~~te 't1lepartrne11ti:if C~rporatlons, the CfJi~f El(eC~tive.Officer of the 

i.~~~~iln\i,lifl~d••a~RaJt;$!iecnt~r,wno, •• aocording··10 .. vafifo~~.fnternet.pqstings,. is 

j; ••. :,~1111g~~·io·~~UJesa~e fnd\vldoa11torin~rbrokerwj1pw~s~he···subJe.ct·of ·a .FINRA 
• ·••;· ~s¢ipl\,111ncofu~!alrit!fi~;•1rii~t~mpe(2Q1,3(ilch.··~a~'~ll,ed··abuslve .sales 
,--,-:<::,-::):'Ft:;i_>x,:cf;_;,:<1,;-:>7-·)-:oi;o'.'_,E<\,-'; ._::,;i:<-<>:<·\//-'C'-<_: . ··._r;_() (f·:_·:-_:;_/:> .. _;.,- >-i--'._ <>· •,,_.,_,·_~_:: •• ··:·:·.,-·,:; '<·. ·i ,'..: ;\-:·.: ·., . ·. - • 

.. pra,cti~ with af ~asta·~. cu&tonwrs,.un~1Jlhoritedtradifig,. urituitable recommendations 

• .·.••·:l#f/~J~i?.fal~if~ti9nPf;bo.o.~~t~11dr~~?r~~)}hat·was'then.se~led·in.April .• 2Q1.4.··with 
· si:inotiortsthallhclu~ed;;i,twJ(2)ye~rt\USpe~sfon·andanne.of$25,0008 and.that·he 

,' '' "" ' ,,;, ,5_,;<'/,:-,'> :••,•;•, • ,• • • • ," • ,, • • • 

• '.··· ........ ••1:;~. DJ,pt.fdfEr.ifdrcemehtWl'.i:Wl~/Jechter; ... Disclplll');try·•l>roceJd1ng•NO, 2009¢r~1$9J.07 (Complaint dated 
...... • ... • •·· Septe~ber 2~;2013tandiJ.ept pfE1'!ftJrteff!eot. V,;\l!aul~hec~ter,.Olsciplinaryl'roceeding No, 1009016159107 



may be the sam$ individual/former brokerwho, according to t:ris .BrqkerQJyeqkrepcir(. 

was· also the·subJectof ·a reg.ulatory ehforcemerit(x1mplai~tJhathad ·been in1fiate~tiy··• 

the Illinois s.ecurities Department in 2007. had.bee.n a~~ociated •with a l~rge ~umbefCJt • •• 

. brokerage. firms that ~ave bee~e)(pelled ftorn trye securit(e)s•iotiustry; ahtl basil l"listory • 

• of at least five (t>) reportable c1Jstomercomp~ints.9 • 

Natiotiall\ci~iso[Y NetWotk, l~c. ("NAN"}> • .. ..... . .. ... .. . . ......... . 

NAN is a. cornpahy thafwas incorporated irtQalifcirnla.!h 201s•afrd 1$1cij~~t~~a.se~ ln • 

Long Beach; California. 

On its website. (ww-w,nationaladviSorynetwork.com),NAN state.s th~t1("i$a.tegist;r~··.• 

Ll:'lga! Documenti?rep.irattc>n Company al'!d Certifle<1 Medlati<>l'i firm. Exper(ttJn •••• 

consumer·.•protection••1awsandlawsgoverning<the.st'!les.of.securitiE1$,j~iiltlvenfor~sand·· 

limited partnershlp.S ,·.l'jatiOhalAdvisor,y Network ~pecialiite1'1H'11ssrslfri~·•c1i~nts with 

resolving·disputes•With··,n~stll"lent Cqfuflatii~itll.iiviola't~'in~uiWflaws.ang 

regulations:: 

NAN's web$ite furthef$~tes ffiaf it"(i]fyouh~we an invest~eWti;h,t)ha~~.i,&f n r • 
~tformlrig tl,e way ypuwere•fPl!l .It would, it!s probably wortfrloctkln9,into.'.We·h~11~a. • 

··specllicdepartfuent•~evoted.solely .. to••resE1ar:oh and••1nvestigati<>nill',·ot~ri~-,dell(r;j1i,t .. • .···· 
' ' " ' ' ' ." ,., " '.·. --,•·"" ,. •,_',_•,_ ', ., . ' "' .<> ,,- ' ' 

•·there·areany•.red •.. t111gs•·a~tjutiyour current,1nvestrneri~:.'1f.th~~•!.,~B1~~J~li!~a~le()[$i·•··· • 

little funriy, W(!)'re ~otethanti<!PPY to guideyou !hrougti.tne steps ttt,fxci1:1ca:rJ:ta1<~to. 
address Jhe situatlori pr.oper1,i.11•····· 

($ettlemiJntdated Pi(l/il28;•2p~i1);1Nhlch·are·r~s\\e~tiv~lyavaila~.1~·~t,61'ipl/idlsrii~Jih;iryacti~Rfrinra;oJ'//,(Sellt<;~/ 
Viewoo~~ment/34481 and.http:/idlscl#linaryadlon~;flnr:a.org/Sear:ch/VlewlloC!lmenf/357'~ (last visltecfApnt.'.t, • 2017). . . .·. . . . . . .. .• . • ..... . . . . .. · ·•· • . . ..•·• • .••• •··· ••. 

. 'lFlNRA.col!!tGts,.c/;mpiles,·o~ga~iZ~§,l~~exes;•cllgitaiiv·~o~v~r:tsal)'d •. maiht~~$;~~ul~to~]~t~:from·.reglsI;,red 
persons, melflber: .flrms,.gd\lernmen.t. lfll!tncies a,r4 ,;,tii~r·.~,;,.~r:~~~•~r:td m~iilt/!.irt~f~O ila~ Jry•.i.,~.Pfl>Pr:ie;~1y<:e111:J;al 
Registration Depository ("CRD•'')•.database .ahd·sv$tem.• flillllA•r.l/lti>as~s•portlol)s pf.such <lat~ .t~fQtigh.!'IN(V-1 
srakerCheck,whl,h .Pr.,;,vides.data.from.theCll()SV)<t<>1n•tofhelny..:~tingp~l!li~ .• @,e:Bro~f!rl:h~ckfieport:,l'<ir•Pi!ul 
St~art·;ihechter, CRD•it2S89423,,~v~.llabli!at•https:/l.llrokiirct\eGk•finta;~lndiyrdualJsumm11ty/2589423.(last·.· •• 
visitoo March S'.t, 201.7). •• • • • • • • • • • • • • • • • • 



' /:/.. ..• Wnil~i!;,f9r~atjt,n ail~ NAN's ptir~<SRe~•!¢.epart01el)t1' of •experts .10 coosumet 
•• ·.• pfotec:ti&n'iaw~~!it'.lla~s,~ovethingtHe sale.s ()lsecGrities"ls noticeably absent frorn•·its 

\vebslte; a re~nt!"eviewofflNRAarl>itration.awards did not provide· any indication that 
· NAN has beeo identified a~lhe representative for iovestor Claimants in any reported 
• 81NafJ~.• • 

SMRC is,at:o~J.)anyfllatwas formed .ih 2on3 and is cu.rrently based.on Long Island in 
un19nda/e,• N: v. • •• •• • • • • •• • •• • • • • • • 

·C>ll•Jtswe~site(http:/11$00sijckf(:)$$,Cl\lt'J1}, $1\1JRQ s~al:es ttrat its "objective.is to provide 

pr()fes;i8nal, aff6rdapJe}epre.s;ntatiO)'lf◊tbµ~ntll)~estoi:sthro1Jgh· negotiation and 

• ~fllltrJ~ipn7 •ap~ t),atif ''oft;ri!aValJatiti.·s~&ice. bf repres,mting .investors suffedng ·from 

) t.· ... ·.·•·. ·.·•·••·· ··••··.· '..1nve~tir(ent:19s~~;~ittllheri~xpertise an\:i experience•·Qt m~rfyears in the sec(lti{ies • 
• •. )···:s!!•irt~~stf'M(tp'stlo:¢€!ssfdliit'eco'fll!!lr!Yt>'Ur.mortey;•.•·· • ··• • • 

i ;·•·•. ~~~e'i ~ebt.ite·furtller •state$·that''[w]e exclusivelyrept;sent the. burnt investor, and 

•••••• h~veex~riiji~e'ex~erien~•1Jt~e prohesi.pfse.curltiesrelated¢la1iris before.FINRA, We 
hef p·1~stors:r~t1olfel"m~ne~ftilatwas lp~t as a l'('ls4It of fraud, negligerma and other 
m1sdct11daetr ••·· 

• • '1'F1eco-fotlnder$9t$fli!RC·are stated Jo be 13enjamin Lapin, a non-attorney, who 

pµrp~i't$tifb~·f(r:1ek:!~~·111zitj a~an expertin. se.curi!les arbitration" witfi "an extertsive 

. <•;tf~di~g •• b~c~gro1Jnd ()f'g~fgg}'ears{;hol•.hasbeenlnvotved.in·.over 1000 .securities 
·, d1spµtes1• ~lid•Mit¢tieU.1Vla~kQ11,ifz; a.nother non-attotfney, Who purpmts to·be "a 

. .. . . recotinl~d e~e~in?1~tt~r~r~laUngto icyvesJrn!irilftaug lnJ~e financial services 
• • . lriity~tfy a~d.j~bigb!ytexperi~~¢El!tl in.}Jealiog wittt regulatory agen.cles." 

,·-;-• ,,,.,, ;·, 

W~H~•.16f~rirtati91t·?!~• .. ~•,ij~.,t~r~orted'~~liitiQn ..• ~thi..eipertistrof.Messrs. ·Lapin and 
,•,1./·~----,·,,•.•, ,·'";,,·,-_,·,,.c.: .i.:.· .... ·.,. :.:. •· ,: .• '._ .. ,\-':· : ·, ;,_ :: • ,' <" • .• • .. :-: :- ,• _.-.,,_-._ :;,_ • ,·.:·-- -._ . ,• ' 

•• •• •• ,,:•••• MWFl<C1w)~an:<lzof.t6i:ife~p111i~rrce w1ttr• atbitration i,ro.cee~lngs ana/or,trading is .. 
• -·-·;'•"· .: __ \ ,• ;:--,;--->-_ ,; • ~- :<:'_-::, '..'-:; ' ·:.- -- . : ::.:.>>---.::: ::.<: .. ;):: < ::·::·-·_ ', :.-:::"-- -_, _0:,:; :,",_ . ;-:,-_ .:/ :- ' ; : .' ;·. ; ; _-,:' 

• • • rioticeal:i!Y absentfrorii $M~~r~ llitE!lbsjte; acc911:iihg to a· May 201 o artide that appeared 
•'\Jh.1'1je[NlilV'JY:()il<••rirn~s))itwa~··atlegedlhat.•Mr'. Markbwitl!appears1o·have .been the 

; ·., ·. :--· --. ;· ... ',' '.-.. • ... • -. ".:' . --- -·-- .. ; . ---- . .. . : .. · . ·, .: ... ·; • ' 



same •individual who•.had pied.guilty· in Ee.sex. county ~QperiotOJrt, ih N~~ JEi~e~;~() c • 
criin1hal charge11•·that•·jovQlved .an.•attetr1pfto.do11ect.nearly•<>riefr)illiondol1~~•.··~t.i,jrtof 
an ·i!1surahce.frauQS¢8rt1 i;leslgrietf 1Q C,ish•ih ona.h'lH)londoll;r lrisUratme policy;11J· 
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A recenftevil!W of FINRA arbitration awarcis indicates lhatSMRC has.been identified as 

the repre.sentative for i~vesfor Chaimantsiti eighty elght(88) reported aw~r-dij sinc:e 

August of2004 -and While a/detailed analysis ofthe results of fh9s~ a\.\i;~s.ar~ 
. .._., .. ' '' . , .. ' ' .. ·.' ',,•, ,,,,,, .. 

beyond the scope ofthis article, ills noteworthy that The New YorKTi[ljeij, iriitsM~y · 
201 o article, con.duded that"[\1/)henthe • case~ rriake 1tto ··a•panel efal'bit~tdrs,/;) •··•··•· 
however, the crusadJrs of coneylslahd AveJuiTLe,;••SM~Ql utua119 ~Q h~e·ei,;~ty-• 
handed; ifl a couple Qf cases.,their cll~nts ~ere even told t~l)ay lt\e·~r:okehlgehb~s;,"11• 

,/-'. ''' ,;" ,'\; ,,; 

"FINRA operates the)I!3tQl:!$f se9writf~s ~ispu~ .resol1Jtl9!7t}tjfH/tlii!;l;thi .uii~~dl$ti:lt~;;; .: ····• ••••• 

ana•.nasl:!xtensive.·extierJerii;$fb.pr'ovi~ingI1faif,'~ffltil~nti~11)1~ff$~iv~·ienl!$1fo.~l,l,nd!e·.·• 

When ·vicfi~s·•Qi.trilsconduct.by their investn,~~;•professi:nals are.p!te~~~l:preyJdr·••·• 

NARs Who ·avoid c:on:)plete transparency oftheir qualifiqations,. it.suggests; a.sc;;e11ariq. • • 

which threatens FJN~/1/s "fair, efficientand effeQtive venue" of dispute resolution and 

constitutes.a. ctearand present danger tothe.·investirlg pQ.bll<:, . 

When.vietims·of• misoo!iduot·.l!l~ their, ilivestineritprofessiob2il~••a$ potl!i'tltiali~r~~·J~{·••··· •• • 

NARswho.avoid••comp1ere·.tr11nsparenoycffttie•fijatedai.a$flects.ofthe.ir .• bt1s1riessandltlr 
•;, " ',', ,;·, ' : ' • ' ... -,' ' ,',•, ·-'-'•' ' ' '" ' ' ' ' ', '· ,,,' ','_, ;.• : ' ,•' -_,;, ','_;<:' ,•'•;', .-·.-

employment.h1st~ries, •. ,t•s.uggests. a .scenad~ WfJiBh. tfJr$~te11'.~ t1lN~'jtf#1r;;•eiffiR•~Ht .• ~n(l 

.. '° ,~ SWditing at ~aif Stre~tirbrni 6µ1)ker(rl$(OQk/yJTfte;~e~iv~r· .... •• ••• • ·a~•~~.:~ij1i1'.~~~;1QW1~~j;j • ·• ·•····. 
littp://www,nytimes,~om/?010/0Sn'ltnvreglorl/23tr)tii,!frmf{!l!!i!'.ViSJt • JllWMt,tMai~ow~~~j~~/lij·•· • •• • 
guih:y .irl 2004 to insur,hee fraud Ina riiilllon•dollliFsi:al1)irivolvlngjeW~fry''); .. ·. . .·.• ·. .N.t:i~suicn~e ~djusiJ( 
Four Others Plea(/ l'iutltyto.W1/llioq DpllatScqm,. ln~uranceJqur~l/1 (April 28i2(J04}J ~va,lable at.w\NwJnsurJ!nc, ••·· 
.Jpµroal.cr;iri/news/~~st/2PfJ4Y04/.2'!!iJ4t§~7,i1tm.1Jast.vtslt~dA~rt.l.:J,;·20J;7),.•. 

"I~ Swattingatwau·streetFromtt6urike.t.ih•Bf/Jokl~n,.~~Ne"1\'orKT1~~(May;t1iz~1~),.~~:11~~1e•at··•··• 
• http://www.nytimes.~om/2010/0Sl<3/nvregionl2Jcritic,html'(fastvisilii~ Aprlt(l..2017),. • 

12
/ ~ .. Arbitration and Mediation,.VfN~•9ffit!'6t Dli!)u~j;li,s~l~tiep; av~flabl~[thtt;,;;J~.flnrs,orkt 
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effectivl;!yenue'' of dispute resolution and constitutes a clear and present danger to the 
,·'•,~;. . '. ' - ,, ' "' ' ' . 

And.~he11victlrns of .misconduct by their investment professionals are potential prey.for 

NARs Who are.pentil~tito represen.tfnv~torClairnant!! without an ... Y o. versightbythe 
' ,. ; ' ' ·,;·· --·•. ,_',""' ; "'' <- ', '' '' "''•' ',,_,; ' ,, ' "' ', 

f~gµ/~t~ry i9nirt)ili,Jt~ ~n~;~i~in• an atrno~Rhere th'at 9o~i;i n'9t require ·any .ethical 
aqcp4nt~bil~y by;.NARf;l, lts6ggests a scenar,owblchthr,eatens FINRA's "fair, efficient 

0 

an(lef{eciiv1:111l!oi.l~'',bf ditptrte>resoJu.tton and cdristitutesa cl1:1ar and present danger to 
. ·.. • . . ' ,-

theJnvesfi~g public;) •. 
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