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FINANCIAL INDUSTRY REGULATORY AUTHORTTY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 2010022046091

Department of Enforcement
Fimacial Industry Requiatory Autharity (“FINRA™)

Richard Mark Schroetman, Respondent
- ‘CRD No. 1302988

Pursuant t FINRA Rule 9216 of FINRA's Code of Procedure, Respondent submits this Leiter of
Agceptance, Weiver and Consent (AWC) for the purpose of proposing a scitiement of the alleged
rule violations described below. This AWC is submitted on the condition that, if accepted,
FINRA will not bring any future actions against Respondent afleging violations bused on the
Same factual firidings described herein.

L
ACCEPTANCE AND CONSENT

I herchy accept and consent, without admitting or denying the findings, and solely
for the purposes of this.proceeding and any other proceeding brought by or on
behaif of FINRA, or to-which FINRA is 4 party, prior to & hearing and without an
sdjudication of any issue of law or fact, w the entry of the following Andings by
FINRA:

BACKGROUND

Respondent exitered the securities industry in 1984, He was assoejated with
Mutual Service Corporation from March 31. 1999 through March 12, 20668, where
he was registered as a general securities representative, general securities
principal and a registered options principal. Respondent was associated with
United Plannhers’ Financial Services of America a Limited Parter (UPF} from
May 13, 2008, sthe dare be signed his Uniform Application for Securities industry
Regisiration or Transfer (Form Ud), through March 10, 2010, where he-was
registered as.a general securities representative. gencral securities prineipel and a
registered optiohs principal. Respondenz conducted his securities business
through bis dba Diversified Financiat Planners (DFP). Respondent is not
currently associated with @ member fam and has no relevant prior disciplinary
history.



OVERVIEW

Un or zbout March 10. 2014, Respundent was rerminated from UPF tor
~epmingtiing] clivnt asscts with his checkipy account™ Shortly thereatter.

FINRA siaff contmenced an imestigation. Initial information cbizined lrom LI?F
and Responcent indicaied that Respendent may have misused'misappropriated
hoth cestotet snd non-customer funds. Conseguently, on November 25, 3010,
stafT sent Revpondent 2 Rule 8310 request secking informition and dovumentition
mpurding the same.  After receiving muitiphe extensions of time 10 respond 1o
FINRA's Rule 8210 request. Respondént, through counsel. advised FINRA stall’
thot he would not provide the requested informaiion and Jdocumentation.

Notwithstanding Respundent's decisian 10 not respond to the Noveaber 23. 2010
Rule 8210 request, FEVRA continued its investigation and obtained sufficiznt
evidence to establish that Respondent misused funds belonging w GrA and EA.
Additiopally, FINHA found that Respondent failed to disclose bath a tederal ax
ten and a judgment lien on his Form U4.

VIQLATIVE CONDUC
Misuse of Non-Cusgy omer Funds

Buring the period of May 2003 through March 12, 2008, and May 13, 2008
through March 10, 2010, Respondent misused funds belonging 1 GA and/or EA
without their knovidedge, consent or authorization. As.discussed in greater defail
below, Respondent failed to invest GA's and EA's funds in C8 brokerage
acroumts as represented, and as GA and EA intended and believed.

In May 2003, GA wendered S175.000 1o Respondeng for invesiment parpases,
which Respondent deposited into his DFP bank aceount. Responden: told GA
that her investmeny funds were hield in an instiinional brokerage account with
FINRA member lirm. €S, Respondent provided GA with account silemenis and
made regular monetary distributions to her with funds purporedly from her C8
brokerage account. On or about August 13, 2008, GA gified the funds remuiniay
in ber purported CS brokerage account ftotaling approximately $117.204) to EA.
Respondant advised that the funds were ransferred to a C8 instituional brokerge
account that he had established in EA's pume. Respondent provided EA with
account saterents and made reguiar diswibutions to her with funds purporedly
tror her C8 brokerage account. [n Februnry J010. after Respondent taiied to
muake reyuested diseibutions from the C8 brokarage account, EA contagted €5
direcly. At that time, €8 told TA that her C8 brokerage accourt bad never beea
funded. Similarly, GA's ivestment funds. prior 1 beiny gifted to EAL had never
heen held i a C8 brokeroye account. By mid-March 2010, ali of EA's
investment funds kad been relwrned 1o her,



Such acts. practices mmd copduct constiviie separate and distnet vivlators of
NASD Condugt Rule 2110 apd FINES Rule 261} on the part of Respondeut.

Failure 10 Respomd 1o Rule 8718 Requsst tor Information

Un November 23. 2010, FINRA statT sent a Rule $210 reques (o Respondent 10
pbtain information and decumentation rezarding Respondent’s possible misise o
misappronriation of custumer and non-customer fuads. Atter beiny granted two
exransions of me 1o respond. Respondent, through counsel, advised FINRA that
ke would not provide FINRA stait with the requesied information and
documentation. By txting w provide requested information and docunents.
Respondertt violated FINRA Rules 8210 and 2010,

tseloge Both a Tax Lien and a h

On Seplember 18, 2007. the [RS {iled 1 ax lien against Raspondent and his wife
in the wtal amount of $93, 273.50. The lisn was for unpaid 1axes far the years
2002, 2005 and 2004. To date, this tax lien remains unsatistied, Respondea:
sigocd bis Form U4 for UPF on May 13. 2008, In response 1o question 14M
“Do you have any unsatisfied judgments or liens anainst you?™ — Respondent
answered “no.” This answer was not o=l since a tax lien had been filed
aygainst Respopdent in Seprercber 18. 2607, Respondent never amended his Fofm
U4 s disclose this federnl tax bien.,

On February 21, 2008, CB USA NA broupht suit against Réspondent and his
spouse in the Maricupa County, Arizona Superior Court. A judgmentin-the
upproximate amount of $300 was subsequenty entered in favor of CB US4 Na
and against Kespondent and his spouse. A juderment et was fiked in this maeer
. an August 6. 2068, While the judgment lien remained unsatistied through
December 30, 2009, Respondent never amended his Forny U4 w-disclose the CB
LISA NA judgment lien,

OnOctober 21. 2008, Respondent completed GFP s 2008 Annuu! Compliace
Questionnaize. Respondent responded ~No™ 10 question number 6 which rends as
follows: In the past vear have any judgments or tax liens been entered anding
vou, Respondent atso responded “no™ to this question on December 14, 2009
when he completzd UEP™s 2009 Annual Complianse Questionnaire.

Respondent violared Rule 2110 and IM-1000-1 when he failed 1 disclose the
2007 federal 1ax lien on the Form 174 he completed For UPF on May 13, 2008. He
violated Ariigle V. Section 2(c). NASD Conduet Rufe 21 F0. [M-1000-1. FINRA
Rufe 172 and FINRA Rule 2010 when he thiled to amend his Fonm L4 to
disclese the tax fien and the CB USA NA judaement.



B. { akso consent 1o the impusition o the following sanctions:
A bar from association with any FINRA member in any cugacity.

b umderstand thar it [ am bured or suspended trom associating with any FINRA
member, [ becsine subiect to a saptary disqualiiication as that lenn is delined in
Article T, Soction 2 of FINRA s Br-Laws. incorporating Scction Ha)(39) of the
Secarities Exchange Act of 1934, Accordingly, | may ot be associated with any
FINRA member in eny capacity. including cletical ot miinisterial fanctions. duosing
the period of the bar or suspension (see FINRA Rules 8310 and 8311).

The sanctions impnsed herein shall be-effective on a date set by FINRA saff.
Pursuant to FINRA Rule 8313(¢). a bar or expulsion shalt become eflective upon
appraval of this AWC,

1.
WAIVER OF PROCEDURAL RIGHTS

I specitically und volumarily waive the following rights granted under FTNRA®s Code of
Procedure: :

A, To huve a Complaint issued specifving the allegarions against me:

8. To be notifled of the Complaint and bave the opporiunity w answet the
alfegations in writing:

C. To.defend agzinst the allegmions in a disciplinary hearing before 2 hearing pancl.
10 have a written record of the hearing made amd 10 have & writen decision issucd;
and

D To appeal any such decision to the National Adjudicatory Council £ NAC™} and
then 1o the LS. Securities and Exchange Commission and a 1.5, Coun of

Appeals.

Further. T specificalfe and vojustarily waive any right 1o elaim bins or prejudgment of the
General Counsel. the NAC, or any member of the NAC, in connection with such person’s ot
body s participation in discussions regarding the terms and cunditions of this AWC. or other
consideration of this AW, incleding scceptance or rejeetion of this AWC,

f further speciiicaliy apd veluntarils waive any right to efaim that a person violated the ex pariy



probibitions of FINRA Rule 9143 o¢ the separqtion of funciions prohibitions of FINRA Rule
9144, in conncetion with such person’s or bady s participution in discussions regarding the terms

and conditions of this AW, or other considerstion ofthis AWC, ineleding s seeeplance or -
rejeetion.
1.
OTHER MATTERS
} underyiangd that:

A, Submission of this AWC is voluntacy and will ot resolve this matier unless and
until it has been reviewed and accepred by the NAC. a Review Subcomminec of
the NAC, or the-Office of Disciplinacy Affairs (ODA"), purstiant o FINRA Rule
56:

B. If this AWT is pot accepred. its submission will not bé used as evidence to prove
any ul'the allegativas apainst me; and

C. if accepted:

L this AWC will become part of my permatient disciplinary record and may
be considered in any futurs actions trought by FINRA or any other
reguiator against me:

<. iy AWE will be made available through FINRA's public disclusure
program in response.to public inquiries about my disciplinary record:
3. FINRA may make a public anneuncemeni conceming this agrecment and

the subject matter therzof in 2¢cordance with FINRA Rule 8313: and

+. 1 may not take anv action or make or permit W be made any public
statement, including In regulatory 11kings or otherwise. denying, directly or
indireudy, any finding in this AWC or create the impression that the AWC
is withour factual basis. 1 miy net ke uny pasition in any procecding
Erougin by or on bebalf of FINRA. of to which FINRA is a pany. that s
inconsisient with any pars ol this AWC. Nothing in this provision affects
my rizht 10 ake lezal or facwoal positions ix litigation or otker leyal
procecdings in which FINRA is not a party.

I certity that { have read and undersiand all of the provisions of this AW and have been givena
ull appucunity 1o ask questions about it that T have apreed w its provisions volunmardy: and tha




nw offer, threat. inducemernt, o promise of any kind. other than the terms set forch herein and the
prospect of avuiding the issunce of 4 Complaing, hus been made to induce me to submit il

O -0 200 %M’

Dyate / Mr\d Mark Schmerman

Reviewed by,

N
Alan, Baskin, Esq.
Bade & Baskin, PLC
8G E. Rio Saljo Parkway, Suite 311
Tempe, Arizona 83281

Accepled by FINRA:

=15 -2 Signed on behalf of the
Date Director of GDA. by delegated authority
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Heather Hawker

Senior Regional Counsel

FINRA Department of Eanforcement
4600 §. Svracuse St Suite 1400
Denver. Colorado 80237-2719
(303} 346-3114

Fax No. (303) 620-$430

besther hawkerfefinra.ory
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