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DECISION

I. INTRODUCTION

FINRA's Department ofMarket Regulation ('?Market Regulation") filed the six-cause

Complaint in this disciplinary proceeding on November 22,2013. The First Cause ofAction

alleges that Jaime Andres Diaz ('?Diaz") violated Section 10(b) ofthe Securities Exchange Act of

1934 (*?Exchange Act"), Exchange Act Rule 10b-5, and FINR-A Rules 2020 and 2010,1 by

engaging in fraudulent and deceptive practices in connection with the offer, purchase, or sale of

securities. Specifically, the Complaint alleges that Diaz's misconduct was part ofa fraudulent

scheme related to investments in two restaurant ventures and a property development business, in

which Diaz also invested his personal funds. The Second Cause of Action alleges that Diaz

violated F]NRA Rules 2150 and 2010 by converting to his own use investment funds that he

procured from customers as part ofthe fraudulent scheme. The Third Cause ofAction alleges

that Diaz violated FINRA Rule 2010 by converting the funds that a co-worker invested.

The Fourth Cause ofAction alleges that Diaz violated FINRA Rule 2010 and NASD

Rule 3040 by participating in the private securities lransactions referenced in Cause One without

disclosing his participation to his member firm. The Fifth Cause of Action alleges that Diaz

violated FINRA Rule 2010 by providing false information regarding his outside business

activities to a member firm. The Sixth Cause ofAction alleges that Diaz violated FINRA Rules

8210 and 2010 by providing numerous untimely and incomplete responses to FINRA requests

for information. Cause Six also alleges that Diaz committed a separate violation of FINRA

Rules 8210 and 2010 by failing to respond in any manner to a subsequent request for

information.

t FINRA's Rules are available at www. finra.org/rules.
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Market Regulation served Diaz in accordance with FINRA's Code ofProcedure, and

Diaz failed to answer both the First and Second Notices of Complaint. Accordingly, on February

19, 2014, Market Regulation filed a Motion for Entry of Default Decision ('*Default Motion"),

which is supported bythe Declaration ofLora Alexander in Support ofthe Default Motion

(*'Alexander Decl.") and six exhibits (hereafter referred to as ?'CX-1 

- CX-6"). Diaz did not

respond in any manner to the Default Motion.

For the reasons set forth below, the Hearing Officer finds Diaz in default, grants Market

Regulation's Default Motion, and deems the allegations in the attached Complaint to be

admitted, pursuant to FINRA Rules 9215(f) and 9269(a).

II. FINDINGS OF FACT AND CONCLUSIONS OF LAW

A. Diaz's Background

Diaz entered the securities industry in November 2000.2 Diaz was registered most

recently with FINRA member National Securities Corporation (' ?National") as a general

securities representative and, as ofApril 2008, a general securities principal.3 Diaz remained

registered with FINRA in those capacities and associated with National until December 1, 2011,

when National filed a Uniform Termination Notice for Securities Industry Registration (''Form

U5") reporting that the firm had terminated Diaz because of"perceived violations ofFINRA and

firm rules with respect to alleged selling away activities:?

B. FINRA's Jurisdiction

FINRA has jurisdiction over this disciplinary proceeding pursuant to Article V, Section

4(a) ofFINRA's By-Laws because (1) Market Regulation filed the Complaint on November 22,

2 Alexander Decl. 115; CX-1.
3 Id.

iId.

3



2013, which is within two years ofFINRA's termination ofDiaz's registration on December 1,

2011; and (2) Market Regulation alleged violations in the Complaint based upon conduct that

commenced prior to the termination ofDiaz's registrati on.5

C. Origin of the Investigation

Market Regulation commenced an investigation ofDiaz based on a September 7,2011

customer complaint that alleged that Diaz defrauded an elderly customer in connection with the

customer's investment in Diaz's investment advisory business.6 The customer advised FINRA

that Diaz failed to make required interest payments and, when he sought the return ofhis

investment from Diaz, Diaz refused to return the funds.7

D. Diaz's Default

On November 22, 2013, Market Regulation served Diaz with the Complaint and Notice

of Complaint by U.S. Express Mail, and first-class registered mail, return receipt requested.8

Market Regulation served Diaz at lhe residential address recorded in the Central Registration

Depository (?CRD") and at an alternate address in Bogota, Columbia that Diaz provided to

FINRA staff during investigative testimony.9 Market Regulation also sent a copy ofthe

Complaint and Notice of Complaint to Diaz at an email address that Diaz provided to FINRA

staff during investigative testimony. 10

On December 2, 2013, the United States Postal Service (''USPS") delivered the

Complaint and Notice of Complaint to Diaz at his alternate Bogota, Columbia address by U.S.

5 See Article V, Section 4(a), FINRA's By-Laws, available at www.finra.org/Rules  (then follow'?INRA Manual"
hyperlink to "Corporate Organization: By-Laws").
6 Alexander Decl. 114.

7 Id.
8 Alexander Decl. 1Ml 8-10.

gId.

10 Id.
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Express Mail.11 As ofthe date ofthe Default Motion, the USPS had not provided proofof

delivery ofthe Complaint and Notice ofComplaint that Market Regulation sent to Diaz's

alternate address by first-class registered mail and also had not returned the mailing as

undeliverable. On December 3, 2013, the USPS returned as undeliverable the Complaint and 12

Notice ofComplaint that Market Regulation sent to Diaz's CRD address by U.S. Express Mail.13

On December 31, 2013, the USPS similarly returned the mailing sent to Diaz's CRD address by

first-class registered mail.14 Diaz's answer was due by December 20, 2013.15 Diaz did not file

16
an answer.

On December 23, 2013, Market Regulation served a Second Notice ofComplaint and the

Complaint on Diaz at his CRD address and alternate Bogota, Columbia address by U.S. Express

Mail and first-class registered mail:7 Market Regulation also sent a copy ofthe Second Notice

of Complaint and Complaint to Diaz's email address. 18

On January 7, 2014, the USPS delivered the Complaint and Second Notice of Complaint

to Diaz at his alternate Bogota? Columbia address by U.S. Express Mail.19 As ofthe date ofthe

Default Motion, the USPS had not provided proof of delivery ofthe Complaint and Second

Notice of Complaint that Market Regulation sent to Diaz's alternate address by first-class

11 Alexander Decl. 1111; CX-2.
12 Alexander Decl. 1114; CX-2.
13 Alexander Decl. 1112; CX-2.
14 Alexander Decl. 1 13; CX-2.
15 Alexander Decl. 1117; CX-2.
16 Id.

? Alexander Decl. 1118; CX-3.
?8 Alexander Decl. 11 11.

?? Alexander Decl. 1121; CX-3.

5



registered mail and also had not returned the mailing as undeliverable. On December 26, 2013, 20

the USPS returned as undeliverable the Complaint and Second Notice of Complaint that Market

Regulation sent to Diaz's CRD address by first-class registered mail.21 On December 30, 2013,

the USPS similarly returned the mailing that Market Regulation sent to Diaz's CRD address by

U.S. Express Mail.22 Diaz's answer was due by January 9, 2014.23 Diaz did not file an answer. 
24

The Hearing Officer finds that Diaz received constructive notice of this proceeding.

FINRA Rule 9134(b) provides for service on a natural person at the person's residential address

as indicated in CRD.25 Accordingly, the Hearing Officer finds that Diaz defaulted by failing to

answer or otherwise respond to the Complaint.

E. Causes One, Two, and Three 

- Fraud, Conversion, and Improper Use of Funds

Beginning in December 2009, Diaz employed a fraudulent scheme involving the

solicitation of four customers and one co-worker to invest in three business ventures in which

Diaz also had invested 

- Nuela Restaurant ('?Nuela"), a Latin-inspired restaurant in New York

City that had not yet opened, Marca Restaurant ("Marca"), an Argentinian steakhouse and

underground nightlife space that had not yet opened, and Nordica Development ('?Nordica"), a

property development venture for a housing project in New York and a resort community in

Bermuda.26

20 Alexander Decl. 1122; CX-3.
21 Alexander Decl. 1119; CX-3.
22 Alexander Decl. 1120; CX-3.
23 Alexander Decl. 1125.

24 Id.
25 See Dep 7 ofEnforcement v. Moore, Complaint No. 2008015105601,2012 FINRA Discip. LEXIS 45, at *21
OFINRANAC July 26,2012) (finding constructive notice ofa complaint served on respondent at his last lmown
residential address, as indicated in CRD, by certified mail).
26 Complaint C'Compl.") 1MI 7, 9, 36,49.
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1. Nuela

In late 2008, Diaz and other Nuela developers realized that they did not have sufficient

funding to open Nuela and that the opening would be delayed.27 Diaz and his brother had

invested $500,000 to develop and open Nuela and, in mid-2009 after receiving additional capital

calls, invested an additional $500,000.28 In late 2009, Diaz began soliciting clients ofNational to

invest in Nuela- 29

In December 2009, Diaz solicited National customer JM to purchase an equity interest in

Nuela without telling JM that: (1) he had received capital calls; (2) the opening ofthe restaurant

had been delayed for lack of funding; and (3) JM may not receive a return on his investment and

may lose principal.30 In reliance on Diaz's solicitation, JM liquidated securities that he held at

National and invested the $70,000 proceeds plus an additional $130,000, for a total investment of

$200,000, in Nuela. On December 23,2009, JM wired $200,000 to Diaz's advisory company,
31

Worldwide Asset Protection ("Worldwide"), but Diaz never provided JM with documents

evidencing his $200,000 investment in Nuela- 32

Immediately after receiving JM's wire lransfer into Worldwide's bank account, Diaz

wired $75,000 to Nuela's bank account and $125,000 to a bank account owned by AT, one of

Diaz's close friends.33

27 Compl. 119.

28 Compl. 11 9. Diaz also secured an investment of $500,000 from AT. Id.
29 Compl. 1110.

30 Compl. 1111.

31 Compl. 'IMI 12, 13.

32 Compl. 1MI 13, 16. At the time that JM wired funds to Worldwide, Worldwide's bank account balance was
$6,717.54. Compl. 1113.

33 Compl. 1MI 14, 15.
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Diaz solicited JM for a second investment. On January 15, 2010, JM sold securities held

in his National account and transferred $50,000 to Diaz's Worldwide bank account. Again, 34

35Diaz failed to provide JM with documents to evidence his investment. Diaz immediately wrote

a check drawn from the Worldwide bank account to himselffor $9,000.36 
On January 20,2010,

Diaz wrote a second check payable to himself for $6,200.37 On January 25, 2010, Diaz wired

$35,000 from the Worldwide bank account to VF, another ofDiaz's friends who had invested in

Nuela.38 Diaz misrepresented to JM how his investment would be used, and JM did not

authorize the manner in which Diaz used the funds. 39

In February 2010, Diaz solicited National customer CW to purchase an equity interest in

Nuela without telling CW that: (1) he had received capital calls; (2) the opening of the restaurant

had been delayed for lack offunding; and (3) CW may not receive a return on his investment and

may lose principal.40 Diaz solicited CW to purchase a promissory note in the amount of

$100,000 that would pay interest periodically, and indicated that the funds would be invested in

Nuela. In reliance on Diaz's solicitation, on February 16, 2010, CW borrowed $75,000 against 41

the securities in his National brokerage account, wired the proceeds to his personal bank account,

and thereafter wired a total of $100,000 to Diaz's Worldwide bank account.42 Immediately after

receiving CW's wire transfer into Worldwide's bank account, Diaz wired $50,000 from the

34 Compl. 1117. At the time, the balance in Worldwide's bank account was $137.54. Id.
35 Compl. 1120.

36 Compl. 1118. Diaz wrote "payment Nuela interest" in the memo line ofthe check. Id.
37 Id. Again, Diaz wrote "payment Nuela interest" in the memo line of the check. Id.
38 Compl. 1119.

39 Compl. 11121,22.

40 Compl. 1123. At the time ofCW's investment, CW was 79 years old. Id.
41 Compl. 1124.

42 Compl. 1MI 25,26. At the time, the balance in Worldwide's bank account was $262.54. Compl. 1126.
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43Worldwide bank account to his personal bank account. At the time, the balance in Diaz's

personal bank account was $3.93.44

Thereafter, on February 18, 2010, Diaz wrote two checks from his personal bank account

to himself for $35,000 and $15,000, leaving abalance inhispersonal account of$3.93.45 Diaz

deposited the $15,000 check into a bank account for one ofhis businesses named Worldwide

Wealth Management and used the money to pay expenses related to his branch office.46 Diaz

deposited the $35,000 check into another personal bank account. Also on February 18, 2010, 47

Diaz wrote two checks payable to himselffrom the Worldwide bank account, one for $5,000 and

one for $5,100.48 On the same day, Diaz also wired $40,000 from his Worldwide bank account

to Nuela.49

CW never received a promissory note from Diaz, or any other documentation to evidence

his $100,000 investment. CW received one $10,000 interest payment. CW repeatedly asked 50 51

Diaz to return his investment, but Diaz refused.52 In July 201 0, CW sold all of the securities in

his National brokerage account and used the proceeds to repay the $75,000 loan against the

securities that CW had taken to invest with Diaz. Diaz misrepresented to CW how his 53

43 Compl. 1127.

44 Id.
45 Compl. 1128.

46 Compl. 1129.

47 Id.
48 Compl. 1131. On the memo line for the $5,000 check, Diaz wrote "Nuela." Id. Onthe memo line for the $5,100
check, Diaz wrote "Jaime Reimbursement!" Id.
49 Compl. 1130.

50 Compl. 1132.

51 Id.
52 Id.
53 Compl. 1133.
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investment would be used, and CW did not authorize Diaz to use his investment for branch

office expenses or for Diaz's personal use. 
54

2. Nordica

Diaz invested $70,000 in Nordica before soliciting National customers to invest.55 Diaz,

however, had not received any financial data for Nordica, the Nordica property developers were

having difficulty getting permits to begin construction, and Diaz had not conducted any due

diligence on the principal investors responsible for completing the project.56 In July 2010, Diaz

solicited National customer JM for an investment in Nordica, but failed to tell him these facts. 57

On July 13, 2010, JM wired $150,000 from his personal bank account to Diaz's

Worldwide bank account. Again, Diaz failed to provide JM with any documents to evidence 58

his investment.59 Shortly thereafter, Diaz transferred $90,000 from the Worldwide bank account

to his personal bank account and used the funds for his personal benefit.60 On July 16, 2010, JM

sold securities held in his National account and, on July 20, 2010, wired the sales proceeds of

$150,000 first to his personal bank account and then to Diaz's Worldwide bank account.61 On

July 21, 2010, Diaz wired $100,000 from the Worldwide bank account to his friend, VF.62 On

the same day, Diaz wrote a check drawn from the Worldwide bank account to himself for

54 Compl. 1MI 34,35.
55 Compl. 1136.

36 Compl. 1138.

57 Compl. 1MI 36, 37, 38.

58 Compl. 1139. At the time, the balance in Worldwide's bank account was $1,171.68. Id.
59 Compl. 1148.

60 Compl. 1140.

61 Compl. 1MI 41,42.
62 CompL 1143.

10



$10,000 and deposited the check into his personal bank account. Diaz used these funds to 
63

cover personal expenses.64 
On July 23, 2010, Diaz transferred $8,000 from the Worldwide bank

account to his personal bank account. On July 26, 2010, he lransferred an additional $10,000 65

66from the Worldwide bank account to his personal bank account. Diaz used these funds for

personal expenses.
67

Diaz did not invest JM's funds in Nordica as represented, and instead used the funds for

purposes that JM had not authorized.68 JM requested that Diaz return his investment in Nordica,

but Diaz refused.69

3. Marca

Diaz invested $800,000 in Marca before soliciting National customers and another

.70registered representative  at National to invesr. Diaz, however, had not received any financial

data for Marca from the principal investors, had not conducted any due diligence on the principal

investors responsible for completing the project, and knew that the principal investors did not

possess the necessary permits to proceed with operating Marca. In January 2011, Diaz 71

solicited National registered representative CR for an investment in Marca and encouraged him

to solicit investments from National customers. Diaz did not tell CR any negative information

-63 Compl.144.
64 Id.
65 Compl. 1145.

66 Id.
67 Id.
68 Compl. 1146, 47, 48.
69 Compl. 1148.

70 Compl. 1149.

71 Compl. 1151.
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about Marca.n Instead, Diaz misrepresented to CR that Marca was a good investment and that

hewas an owner of Marca. Diaz also falsely represented that CR's and other customers' funds 73

would be used to purchase equity interests in Marca, and he encouraged CR and his customers to

deposit funds into two bank accounts that Diaz represented belonged to Marca- Diaz did not 
74

tell CR that he was not authorized to make representations  on Marca's behalf, did not have

authorization to sell equity interests in Marca, did not have authority to make direct deposits into

Marca's bank accounts, and did not possess the right to access bank accounts created for

Marca.75

In response to Diaz's solicitation and representations, CR transferred $50,000 from his

personal bank account to a bank account that Diaz represented belonged to Marca.76 Diaz did

not provide CR with documentary evidence ofhis investment. At Diaz's request, CR contacted 77

two ofhis National customers, DKB and DMB, to invest $100,000 each in Marca. Thereafter, 78

DKB deposited $ 100,000 from his personal bank account into a bank account that Diaz

identified as belonging to Marca. DMB sold $100,000 worth of securities from his National79

account, deposited the funds into his personal account, wrote a check payable to Marca, and

tendered it for deposit into a bank account that Diaz identified as belonging to Marca- 80

72 Compl. 1MI 50, 51, 54.
73 Compl. 1MI 50, 51.

74 Compl. 1MI 50, 52.
75 Compl. 1MI 50, 51, 52.

76 Compl. 1153.

77 Id.
78 Compl. 1154.

79 Compl. 1155.

so Compl. 1156.
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Diaz provided CR with promissory notes purportedly to document DMB's and DKB's

investments:1 The promissory notes provided for periodic 10 percent interest payments and

return of principal by June 2011. Diaz falsely represented to CR, DMB, and DKB that, if 82

Marca's fund-raising efforts reached $5 million in the first three years, investors would receive

83
an additional six percent interest payment. As ofthe end of2011, Marca still had not opened

for business, and Diaz did not pay the first interest payment due under the promissory notes. 84

85CR requested that Diaz return his, DKB's and DMB's investments. Diaz failed to return the

funds, and CR filed a complaint with the New York OfTice ofthe Attorney General.86 Diaz

thereafter returned DKB's and DMB's money, but never returned CR's money. 
87

4. Fraud

A finding ofviolation of Section 10(b) ofthe Exchange Act and Exchange Act Rule 10b-5

requires a showing that respondent: (1) made material misrepresentations  or omissions; (2) in

connection with the purchase or sale of a security; and (3) acted with scienter. FINRA Rule 88

2020 provides that no member shall effect any lransactions, or induce the purchase or sale of any

security, by means of any manipulative, deceptive or fraudulent device. FINRA Rule 2020 and

81 compl. T? 57,58.
82 Compl. 1158.

83 Id.
84 Compl. 1160.

8S Compl. 1161.

86 Compl. 1MI 61, 62.

87Id.

88 In addition, violations ofSection 10(b) ofthe Exchange Act and Exchange Act Rule 10b-5 must involve the use of
any means or instnlmentalities of ?nsportation or communication in interstate commerce, or the mails, or any
facility ofany national securities exchange. See, SEC v. Hasho, 784 F. Supp. 1059, 1106 (S.D.N.Y. 1992). In this
case, the requirement of interstate commerce is satisfied. Diaz falsely represented in person, via telephone
communication, and via electronic mail, that he would use investors' funds to invest in various business ventures
when, in fact, he converted the funds to his own use. Alexander Decl. 1129. In addition, three ofthe customers sold
securities held in their National accounts and provided the proceeds, through wire transfer or check sent via U.S.
mail, to Diaz. Id. One customer transferred funds via bank journal. Id
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Exchange Act Rule 10b-5 are designed to ensure that sales representatives fulfill their obligation

to their customers to be accurate when making statements about securities and soliciting

investments.89 The allegations in the Complaint are sufficient to show that Diaz misrepresented

and omitted material facts in connection with soliciting the purchases and sales of securities.

First, Diaz misrepresented and omitted material facts. "A fact is material ifthere is a

substantial likelihood that a reasonable investor would have considered the fact important in

making an investment decision, and disclosure of the omitted fact would have significantly

altered the total mix of information available. ,,90 Diaz misrepresented to four customers and one

co-worker that he would purchase securities with their funds when, in fact, he never intended to

91do so. Instead, he converted the funds to his own use and benefit, made monetary payments to

friends, and covered office expenses.? He also concealed from investors negative financial

information, the risk of loss of principal, known delays in the ventures' business plans, his own

failures to conduct due diligence, and his lack of authority to sell some of the products

involved.'? Omissions and misrepresentations of this nature have consistently been found to be

III aterial.94

89 MiC?ae/ R. Eunpides, 1997 NASD Discip. LEXIS 45 (NASD NAC July 28, 1997). 'The antifraud provisions
'give rise to a duty to disclose any information necessary to make an individual's voluntary statements not
misleading."' Donner Corp., Int 'l, Exchange Act Release No. 55313, 2007 SEC LEXIS 334, at *32 OFeb. 20,2007)
(citing SECv. Dn?#her, 353 F. Supp. 2d 141, 148 (D. Mass. 2005)); see a/soSECv. Fehn, 97 F.3d 1276, 1290 n.12
(9th Cir. 1996) (stating that the federal securities laws impose a duty to disclose material facts that are necessary to
make disclosed statements, whether mandatory or volunteered, not misleading).

90 Donner Corp., 2007 SEC LEX[S 334, at *29; Basic Inc v. Levinson, 485 U.S. 224,231-32 (1988); In re Time
Warner, Inc. Securities Litigation, 9 F.3d 259 (2d Cir. 1993).

91 Anderson Decl. 1? 30.

92 Id.
93 Compl. 1MI 11,21,23,38,46,47,50,51,59.
94 See Charles E French, 52 S.E.C. 858, 863 n.19 (1996) (holding that one cannot successfully challenge the
materiality ofinformation about the financial condition, solvency, and profitability ofthe entity responsible for the
success or failure ofan enterprise); Dep 7 ofEnforcement v. Cipnano, Complaint No. C07050029,2007  NASD
Discip. LEXIS 23, at *27-29 (NASD NAC July 26,2007) (finding that information not disclosed, including fact that
issuer had never made a profit, was in need of additional capital to continue its operations, and its liabilities
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Second, Diaz misrepresented and omitted facts in connection with purchases or sales of

securities. Diaz's stated purpose in obtaining money from four customers and one co-worker

was to purchase securities that he alternately described as investments, equity interests,

95promissory notes, and fractional interests in business enterprises. Furthermore, Diaz convinced

customers JM and CW to sell securities or borrow against securities (that CW ultimately sold)

held in their National accounts: The fact that Diaz never intended to deliver securities in

exchange for the funds or that the securities were non-existent does not absolve him of liability. 97

Third, the Complaint alleges facts sufficient to show that Diaz acted with scienter.

Scienter is defined as the '?intent to deceive, manipulate or defraud. Scienter may be ,,98

estabHshed by a showing of recklessness that involves an "extreme departure from the standards

ofordinary care, ... which presents a danger ofmisleading buyers or sellers that is either known

substantially exceeded its tangible assets, was material); Dep't ofEnforcement  v. Tretiak, Complaint Nos.
C02990042, C02980085, 2001 NASD Discip. LEXIS 1, at *38 (NASD NAC Jan. 23,2001) (finding material
information regarding the issuer's investment in and development ofproperty, assumption of debt, and probable
future development), q#'d 56 S.E.C. 209 (2003); Dep 7 ofEnforcement v. Becerri4 No. 2009018944001,2012
FINRA Discip. LEXIS 4, at *19 (OHO Feb. 23, 2012) (finding that "it is plainly material that Respondent did not
invest [the customer's] funds in a mutual fund as promised but instead converted the funds to his own use.").
95 Compl. 1MI 11,24,37,50,57. The promissory notes that Diaz provided to DMB and DKB fall within the
definition of"security" in Section 2(a)(1) ofthe Securities Act of 1933, 15 U.S.C. § 77b(a)(1), and Section 3(a)(10)
ofthe Exchange Act, 15 U.S.C. § 78c(a)(10), as "any note," and they are not excluded from that definition under the
Supreme Court's "family resemblance" test set forth in Reves v. Ernst& Young, 494 U.S. 56,63-65 (1990). See

II.F, in?a. Additionally, the other interests in business enterprises that Diaz offered are securities under the three-
part test established by the Supreme Court in SECv. W.J. Howey Co., 328 U.S. 293, 298-99 (1946). In Howey, the
Court held that an investment constitutes an investment contract security when a person invests his or her money in
a common enterprise and is led to expect profits from the efforts of others. Id. The investments that Diaz offered
met these criteria.
96 Compl. 1MI 12,17,25,26,33.
97 See SECv. Zandford, 535 U. S. 813, 819 (June 3,2002) (stating that the "in connection with" requirement of
Section 10(b) would be met for"a broker who accepts payment for securities that he never intends to deliver"); SEC
v. Smart, 2011 U.S. Dist. LEXIS 61134, at *43-44 (D. Utah June 8,2011) (citing Zandford and stating "the 'in
connection with' requirement is met regardless of whether or not Defendants invested the money in securities... All
that is required is that an investor would reasonably believe that they are investing in securities"), a#'d, 2012 US.
App. LEXIS 8623 (10th Cir. Utah, Apr. 27,2012); First National Bank ofChicago v. Shearson Lehman Brothers,

Inc, 1988 U.S. Dist. LEXIS 17186, at *13 (N.D. Ill. 1989) ("Common sense also dictates the conclusion that
Shearson should not escape liability under the securities laws... because the securities that it agreed to hold were
wholly non-existent rather than simply worthless.").
98 Ernst & Ernst v. Hochfelder, 425 U.S. 185,193 (1976).
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to the [actor] or is so obvious that the actor must have been aware of it. Diaz misrepresented''99

and omitted material facts to four customers and one co-worker to convince them to give him

money to invest in fictitious securities. For some ofthe ventures, he had not conducted a due

diligence investigation into the funding of the underlying business enterprise. For others, he was

aware ofsignificant funding shortfalls that he concealed from investors. Additionally, when

Diaz solicited the investments, he intended to (and ultimately did) convert some of the funds to

his own use. Given the purposeful nature ofDiaz's misrepresentations and omissions, the efforts

he made to conceal material facts, and his outright theft ofinvestor money, Diaz must have been

aware that his actions presented a danger ofmisleading the investors. Diaz acted with100

scienter.

Diaz's misrepresentations  were also willful. The term ??willful" need not connote that

Diaz intended to violate FINRA rules and federal statutes.
101 ,?.A willful violation under the

federal securities laws simply means 'that the person charged with the duty knows what he is

doing."'102 The finding that Diaz acted with scienter supports a finding that his violations were

willful.

5. Improper Use and Conversion of Customer and Co-Worker Funds

FINRA Rule 2150(a) states that persons associated with FINRA members shall not make

improper use of a customer's funds or securities. FINRA's Sanction Guidelines state that

"conversion generally is an intentional and unauthorized taking ofand/or exercise ofownership

99 The Rockies Fund, Inc v. SEC, 428 F.3d 1088, 1093 (D.C. Cir. 2005) (citing Steadman v. SEC, 967 F.2d 636,
641-42 (I).C. Cir. 1992) (quoting Sundstrand Corp. v. Sun Chemical Co?p., 553 F.2d 1033, 1044-45 (7? Cir.
1977))).

100 See Kenneth R. Ward, 56 S.E.C. 236, 259-60 (2003) (finding scienter established where representative was aware
ofmaterial information and failed to disclose it).
?01 See Arthur Lipper Corp. v. SEC, 547 F.2d 171,180 (2d Cir. 1976).

?02 Robert D. Tucker, Exchange Act Release No. 68210,2012 SEC LEXIS 3496, at *41 (Nov. 9,2012) (citing
Wonsover v. SEC, 205 F.3d 408. 414 (D.C. Cir 2000)).
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over property by one who neither owns the property nor is entitled to possess it. ,,103 The

allegations in the Complaint are sufficient to show that Diaz converted funds that he received

from four customers and one colleague. Indeed, Diaz fraudulently solicited and received

$900,000 from customers and a colleague, and kept the vast majority for his own use. Diaz 104

used the funds for personal and business expenses, to pay offfriends, and to pad his own bank

accounts. Diaz had no night to these funds, and he lied to get them. Then he converted the funds

to his own use.

Accordingly, the Hearing Officer concludes that Diaz violated Section 10(b) of the

Exchange Act, Exchange Act Rule 10b-5, and FINRA Rules 2150,2020 and 2010, as alleged105

in the First, Second, and Third Causes of the Complaint.

F. Causes Four and Five 

- Private Securities Transactions and Providing False
Information to a Member Firm

NASD Rule 3040 restricts an associated person from participating in any manner in a

private securities transaction unless, prior to participating, he provided written notice to his

member firm, describing in detail the proposed transaction, his proposed role in the transaction,

and whether he will receive compensation, and ifthe firm approves the person's participation in

the transaction, In January 2011, Diaz sold two promissory notes to customers DKB and

103 FINRA Sanction Guidelines ("Guidelines")  at 36, n. 2 (2013), available at
http://www.finra.org/web/groups/industry/@ip/@enf/@sg/documents/industry/p()11038.pdf.
104 Anderson Decl. 11 32.

?o?????e?po???ifp?e??rf?#?m???la?coh?MofRFuIl?sR2?5ROu?d202?02:  ?S?pmkt?nm?, G??cd?ta??c?m??:?.?7?????a?d999);

Dep't ofEnforcement  v. Cap West Securities, Inc, Complaint No. 2007010158001,2013  FINRA Discip. LEXIS 4, at
*25, n. 21 OFINRA NAC Feb. 25, 2013).
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DMB.106 Diaz received compensation  from his sales ofthe notes by virtue ofhis use ofthe

proceeds of their im/estrnents.107

The promissory notes were securities under the Supreme Court's "family resemblance"

test set forth in Reves v. Ernst & Young. The four factors identified by the Court in Reves
108

were: (1) the motivations ofthe seller and buyer ofthe note -'?[i]fthe seller's purpose is to raise

money for the general use of a business enterprise or to finance substantial investments and the

buyer is interested primarily in the profit the note is expected to generate, the instrument is likely

to be a 'SeCUIity"'; (2) the plan ofdistribution 

-
 notes that are "offered and sold to abroad

segment ofthe pubHc" are likely to be "securities"; (3) the reasonable expectations ofthe

investing public 

-
 if notes are characterized as "investments" they are likely to be "securities";

and (4) "whether some factor such as the existence of another regulatory scheme significantly

reduces the risk of the instrument, thereby rendering application of the Securities Acts

unnecessary.
,,109 Here, Diaz ofTered the promissory notes, and DMB and DKB bought the notes,

as investments in the business enterprise of opening and operating restaurant Marca. DMB and

DKB expected a return of their principal, periodic ten percent interest payments, and a potential

six percent bonus. Diaz offered the investment to his colleague at National, CR, and encouraged

him to offer it widely to his own clients. Both CR and his customers reasonably expected these

instruments to be investments, and there is no other regulatory scheme that would provide an

adequate substitute for the protection ofthe federal securities laws applicable to these

instruments.110 The Marca promissory notes that Diaz sold were securities.

106 Compl. ?1156,57,58,75.
?07 DKB and DMB deposited their im?estments into abank account that Diaz identified to them. Compl. lilI 55,56.
108 Reves, 494 U.S. at 63-65.
109 M at 66-69.

tl0 See Reves, 494 US. at 71-72.

18



Diaz's sales ofMarca promissory notes to DMB and DKB occurred outside the regular

course and scope of his association with National, and the firm did not participate in and was

unaware of the sales. Diaz did not provide National with prior written notification of these 111

sales, describe the proposed lransactions to National, describe his proposed role in the sales, nor

obtain prior authorization from the firm before making the sales. 112

Diaz not only failed to provide advance notice to National ofhis sales ofMarca

promissory notes, he also affirmatively misrepresented his conduct to the firm. Diaz

misrepresented  on an outside business disclosure form maintained in CRD that he was involved

in the following outside businesses: Worldwide, Worldwide Wealth Management,  and Nuela- 113

Diaz did not identify Marca or Nordica as outside business activities, and inaccurately identified

Nuela as non-investment-related,  notwithstanding  that he solicited CW's and JM's investments

in Nuela. On March 16, 2011, Diaz falsely represented on National's compliance 114

questionnaire (in response to Question 6.1) that his outside business disclosure form in CRD was

correct. Diaz also falsely answered "no" on the firm's questionnaire when asked whether he 115

had raised capital, issued debt, made referrals for financial arrangements, or loaned or invested

personally or invested funds on behalf of others in an identified outside business activity

(Nuela). 116

Diaz falsely represented in response to Question 10 of the same questionnaire that he had

not received verbal or written complaints when he had received complaints from CW and JM

11/ Anderson Decl. 1139.

112 Id.
113 Compl. 1182.

114 Id.
I 15 Anderson Decl. 1145; Compl. 1MI 83, 84.

116 Anderson Decl. 1144; Compl. 1185.
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requesting the return of their investments. Diaz also falsely represented to National (in
117

response to Questions 5, 12, and 47) that he had not raised capital for any group or entity oth er

than through National, that customers ofNational would not be investors in his outside business,

and that he had not been involved in the purchase or sale of a security other than through

National: 18 Finally, Diaz falsely represented to National (in response to Question 55) that he

had not recommended securities to clients older than the age of 60 years when, in fact, he

recommended that CW invest in Nuela when CW was 79 years old.119

Accordingly, the Hearing Officer concludes that Diaz violated NASD Rule 3040 and

FINRA Rule 20 l u, as alleged in the Fourth and Fifth Causes ofthe Complaint. . 120

G. Cause Six 

- Failure to Fully and Timely Respond and Complete Failure to
Respond to Requests for Information

The Complaint alleges that Diaz provided untimely and incomplete responses to a series

of FINRA requests for information pursuant to FINRA Rule 8210 and, as a separate violation,

that he failed to respond in any manner to a subsequent FINRA Rule 8210 request for
,

information.

Rule 8210(a) authorizes FINRA staff, for purposes of an investigation, examination, or

proceeding, to require a person subject to FINRA's jurisdiction to provide documents and

information with respect to any matter involved in an investigation, examination, or proceeding.

FINRA Rule 8210(d) provides that notice shall be deemed received by a registered person by

mailing or otherwise lransmitting it to the last known residential address ofthe person as

reflected in CRD. Rule 8210(d) further provides that, ifFINRA staffis aware that a person is

117 Compl. 1186.

118 Anderson Decl. 1144; Compl. 1MI 87, 88,90.
119 Anderson Decl. 144; CompL 1189.

120 A violation of another FINRA rule, such as NASD Rule 3040, constitutes conduct inconsistent with just and
equitable principles oftrade and a violation ofFINRA Rule 2010. Glucbnan, 54 S.E.C. at 185.

20



represented by counsel regarding an investigation, examination, or proceeding that is the subject

of a request, then notice shall be served on counsel by mailing or otherwise transmitting to

counsel.

1. Untimely Responses to Rule 8210 Requests

On October 14, 2011, FINRA's Office ofFraud Detection and Market Intelligence

(*?OFDMr') sent Diaz a written request for information and documents related to OFDMI's

investigation ofthis matter and directed that he respond by October 21, 2011. OFDMI sent 
121

the request by certified and first-class mail to Diaz's former residential address as indicated in

CRD:22 The USPS returned the certified mailing to OFDMI.123 On October 25, 2011, OFDMI

sent Diaz a follow-up letter indicating that FINRA had not received a response to the October 14

request. OFDMI included a copy ofthe October 14,2011 letter (which had been sent to an old . 124

address) and sent the October 25, 2011 letter to Diaz's then-current residential address as

indicated in CRD by certified and first-class mail.125 OFDMI also sent a copy ofthe October 25

mailing by email to Diaz's compliance officer at National:26

On October 26, 2011, OFDMI received an email from an attorney who indicated that he

represented Diaz. Diaz's attorney requested and was granted an extension oftime to respond 127

to the request until November 3, 2011. On November 3, 2011, Diaz's attorney requested and 128

121 Anderson Decl. 11 49; Compl. 1194; CX-4.
122 Compl. 1194; CX-1; CX-4. The complaint alleges that OFDMI sent the letter to Diaz's then-current CRD
address, but the address to which OFDMI addressed the October 14,2011, letter was Diaz's former CRD address.

123 Compl. 1194.

124 Compl. 1195; CX-4.
125 Compl. 195; CX-1; CX-4.
126 Id.
/27 Compl. 1196.

128 Id.
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was granted a second extension until November 10, 2011. Diaz did not respond by November129

10, and on November 16, 2011, Diaz's attorney requested athird extension until November 18,

2011. On November 18, 2011, Diaz's attorney submitted an incomplete response that failed to
130

include all ofDiaz's personal bank account statements for the period ofJuly 2007 through

October 2011. OFDMI contacted Diaz's attorney on December 8, 2011, and requested the131

missing documents. Having received no response, OFDMI reiterated the request in a second132

call to Diaz's attorney on March 16, 2012. On March 27, 2012, Diaz's attorney indicated to 
133

OFDMI that he would produce the missing bank account statements. He did not, however, 134

produce the statements.
135

On April 3, 2012, OFDMI sent Diaz's attorney a written request that included a request

for a list ofdocuments and information that had notbeenproduced in Diaz's November 18, 2011

response.136 The April 3, 2012 letter warned that Diaz could be barred from the securities

industry ifhefailedtorespond:37 On April 11 and 16,2012, OFDMIcontacted Diaz's attomey

to request the missing documents. On April 16, 2012, Diaz, through his counsel, provided a
138

second incomplete response that failed to include all bank statements from July 2009 through

October 2011 for accounts in which Diaz held a financial interest. On April 27 and May 24, 139

129 Compl. 1197.

130 Compl. 11 98.
131 Compl. 1199.

132 Compl. 11100.

133 Compl. 11101.

134 Id.
135 Id.
136 Compl. 11102; CX-4.
137 CX-4.

'38 Compl. 1MI 103,104.
139 Compl. 11105.
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2012, OFDMI requested that Diaz's attorney produce the missing bank statements, but received

no response.
140

On June 1, 2012, OFDMI sent Diaz's counsel a third written request that listed the

documents and information that Diaz failed toproduce inhis November 18,2011, and April 16,

2012, responses. OFDMI sent the June 1, 2012 letter by certified and first-class mail and141

provided a copy by email.142

More than two months later, on September 12, 2012, OFDMI still had not received a

response.143 On that day, Market Regulation sent Diaz a Notice of Suspension pursuant to Rule

9554, in which Market Regulation outlined Diaz's prior failures to respond f?lly to Rule 8210

requests for information and documents, indicated that he could request a hearing, and stated that

he would be suspended on October 8, 2012, if he failed to respond fully to the outstanding

requests. Market Regulation sent the Notice of Suspension to Diaz's CRD address by144

overnight delivery and first-class mail, and provided a copy to his attorney. On September 24, 145

2012, Diaz's attorney submitted a third incomplete response that failed to include all ofthe bank

account statements requested in the initial request pursuant to Rule 8210.146 Market Regulation

advised Diaz's attorney, during a telephone call on October 2, 2012, that Diaz's September 24,

2012 response was incomplete and identified the specific documents and information that

remained missing. 147

140 Compl. 1MI 105, 106.

141 Compl. 11107; CX-4.
142 CX-4.
143 Compl. 11108.

144 Compl. 11109; CX-5.
145 Compl. 1 108; CX-5.
146 Compl. 11110.

147 Compl. 11111.
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On October 9, 2012, Market Regulation notified Diaz, by overnight delivery and first-

class mail, that he was suspended from associating with any member firm in any manner for his

failure to respond fully to FINRA's Rule 8210 information requests. The October 9,2012 148

letter indicated that Diaz's continuing failure to provide the requested information would result

in abarfrom the securities industry on December 12, 2012.149 Market Regulation sent the

October 9 suspension letter to Diaz's CRD address and provided a copy to his attorney.150 On

December 10, 2012, two days before the suspension ofDiaz was scheduled to convert into abar,

and more than one year after OFDMI initially requested information and documents from Diaz,

Diaz's attorney submitted the missing documentation and information originally requested on

October 25,2011. 151

Accordingly, the Hearing Officer concludes that Diaz violated FINRA Rules 8210 and

2010 by failing, between October 2011 and December 2012, to respond timely and fully to

repeated requests for information, as alleged in the Sixth Cause ofthe Complaint. Market

Regulation properly served Diaz with multiple requests for information and documents and Diaz,

through counsel, failed for more than one full year to respond fully to the requests. By doing so,

Diaz violated FINRA Rule 8210.152

148 CX-6.
149 Compl. 11112; CX-6.
150 Id.
151 Compl. 11112.

152 A violation ofFINRA Rule 8210 constitutes conduct inconsistent withjust and equitable principles oftrade and
therefore also violates FINRARule 2010. See CMGInst. Trading, LLC, Exchange Act Release No. 59325,2009
SEC LEXIS 215, at *30 (Jan. 30,2009).
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2. Failure to Respond in any Manner

On May 7,2013, Market Regulation took Diaz's on4he-record testimony and asked him

about his involvement with Nuela, Nordica, and Marca. Diaz testified that he had several153

million dollars in various bank accounts and that he held the majority ofhis money in a bank

account in the name of'?WVI," an entity that Diaz claimed to own with his wife. Diaz, 154

however, had not previously identified WVI nor produced documents or other information to

supportthese claims. On May 10, 2013, Market Regulation sent Diaz's attorney a Rule 8210 155

request for specific documents related to Diaz's revelations during his investigative testimony

that had not been previously produced.156 On May 22, 2013, Diaz's attorney advised Market

Regulation that he no longer represented Diaz. 157

On June 4, 2013, Market Regulation contacted Diaz directly and emailed him a copy of

its May 10, 2013 request for information. On June 5, 2013, Diaz responded to Market 158

Regulation's email.159 Market Regulation provided Diaz until June 10, 2013, to provide a

response to FINRA's Rule 8210 letter. Diaz never responded.160 161

The Hearing Officer concludes that Diaz violated FINRA Rules 8210 and 2010 by failing

to respond to the May 10, 2013 request for information. Diaz received the request and asked for

153 Compl. 11113.

154 Compl. 1MI 114, 115.

155 Id.
156 Compl. 11116; CX-4.
157 Compl. 11117.

158 Compl. 11118.

159 Id.
160 Id.
161 Anderson Decl. 11 50; Compl. 11119.
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an extension oftime to respond, which the staffgranted. Nonetheless, Diaz failed to provide the

requested information.

III. SANCTIONS

A. Fraud, Conversion, and Improper Use of Funds

For intentional or reckless misrepresentations  and omissions of material facts, the FINRA

Sanction Guidelines ("Guidelines") provide for fines ranging from $10,000 to $100,000, a

suspension for a period of ten business days to two years, and, in an egregious case, a bar. For 162

conversion of funds, particularly funds belonging to a customer, the Guidelines indicate that a

bar in all capacities should be standard.163 The Guidelines do not include specific principal

considerations for those violations; rather, they direct the adjudicator's attention to the general

Principal Considerations for Determining Sanctions. 164

Here, many ofthe principal considerations are aggravating. As discussed above, Diaz

made fraudulent statements to his customers and withheld material information about Nuela's,

Nordica's, and Marca's financial conditions in an effort to misappropriate customer money and

convert it to his own use and benefit. Diaz demonstrated a pattern of deception that involved

four customers and one co-worker and resulted in his conversion of $900,000.165 Diaz's

misconduct was intentional, occurred over the course oftwo years, resulted in significant

customer loss, and enabled Diaz to profit handsomely. Additionally, Diaz refused to return 166

the customers' funds when requested, and returned CW's, DKB's, and DMB's funds only after

?62 Guidelines at 88 (2013).
163 Guidelines at 36.

MId.
165 Guidelines at 6-7 (Principal Consideration Nos. 8, 18).

166 Guidelines at 6-7 (Principal Consideration Nos. 9, 11, 13, 17).
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they or CR complained to National and the New York Attorney General.167 
For Diaz's

fraudulent misconduct and conversion of customer and co-worker funds under Causes One, Two,

and Three, Diaz is barred in all capacities and ordered to pay restitution to the injured parties as

detailed below.

B. Private Securities Transactions and Providing False Information to a Member
Firm

The Guidelines for private securities lransactions recommend a fine of $5,000 to

$50,000.168 The Guidelines also recommend that the adjudicator consider that Diaz sold away

investments of $200,000 from his finn to two customers and that the sales resulted in the

violation offederal securities laws. Both ofthese factors are aggravating, as are Diaz's 169

proprietary or beneficial interest in Marca and Diaz' s solicitation of another registered. person at

National to sell Marca. In addition, Diaz misrepresented to National that he was not involved 170

in an outside business other than Nuela, Worldwide, and Worldwide Wealth Management,  and

he misrepresented the nature ofhis dealings with Nuela. The Guidelines further state that, for 171

sales between $100,000 and $500,000, a suspension ofthree to six months is recommended, but

in cases such as this, involving significant aggravating factors, a more significant sanction may

be appropriate. Given the aggravating factors present here, the Hearing Officer would fine Diaz

and impose a suspension for violations under Causes Four and Five ofthe Complaint. In light of

the bar imposed for violations under Causes One, Two, and Three, however, the Hearing Officer

has not imposed additional sanctions under Causes Four and Five.

167 Anderson Decl. 1136.

168 Guidelines at 14.

169 Id.
170 Id.

m There are no Guidelines addressing Diaz's misrepresentation to National.
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C. Failure to Fully and Timely Respond and Complete Failure to Respond to
Requests for Information

The Guidelines for untimely responses to requests for information pursuant to Rule 8210

recommend a fine of $2,500 to $25,000:72 The Guidelines also recommend that the adjudicator

consider a suspension ofup to two years. The Guidelines recommend consideration ofthe 173

importance to F]NRA of the information requested, the degree of regulatory pressure required to

obtain a response, and the length of time to respond. 174 These factors are all aggravating. Diaz

failed to respond to Market Regulation for more than one year before finally producing the

requested information and documents. In order to get Diaz to respond, Market Regulation had to

expend significant effort. Diaz responded after FINRA suspended him for his failure to respond

and two days before his suspension would have converted to a bar. Furthermore, Market

Regulation represents that the information that it sought from Diaz was important to this

investigation because, without it, Market Regulation could not pursue all aspects of its inquiry. 175

Diaz's delaying tactics interfered with the investigation. 176

The Guidelines for the failure to respond in any manner to requests for information

pursuant to Rule 8210 recommend a bar. The Guidelines for a partial but incomplete response 
177

recommend a bar unless the person can demonstrate substantial compliance with all aspects of

the request. By either standard, Diaz's misconduct warrants a bar because Diaz cannot
178

demonslrate substantial compliance with Market Regulation's May 10,2013 request for

?72 Guidelines at 33.

M Id.
174 Id.
175 Anderson Decl. 1154.

176 Id.
177 Guidelines at 33.

178 Id.
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information and documents. Between October 2011 and December 2012, FINRA requested

information from Diaz about his personal financial holdings. After Diaz failed to respond for179

more than one year, he finally provided information that Market Regulation deemed

responsive. During subsequent on-the-record testimony, however, Diaz disclosed that he held180

additional funds in other accounts for which he had not previously provided documentation to

FINRA. In May 2013 correspondence, Market Regulation requested documentation related to
181

Diaz's newly disclosed financial resources. Diaz failed to respond.183 Diaz has not 
182

demonstrated substantial compliance. Furthermore, the Guidelines recommend consideration of

the importance to FINRA ofthe information requested.184 This factor is aggravating in that

Market Regulation represents that the information that it sought from Diaz was important to this

investigation. 
.

185

For Diaz's Rule 8210 violations under Cause Six ofthe Complaint, the Hearing Officer

bars Diaz from associating with any member firm in any capacity. As discussed above, there are

numerous aggravating factors present and no mitigating factors.

Accordingly, Diaz is barred from associating with any FINRA member firm in any

capacity. In addition, Diaz is ordered to pay restitution to: (1) JM in the amount of $550,000;

and (2) CR in the amount of $50,000. All reslitution payments shall be paid to the individuals

with interest from the date oftheir investments, until paid in full.

179 Compl. 1M 94-112; CX-4.
180 Compl. 11112.

tat Compl. 1MI 114, 115.

182 Compl. 11116, CX-4.
183 Anderson Decl. 11 50; Compl. 11119.

184 Guidelines at 33.
185 Anderson Decl. 1154.
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IV. ORDER

For willfully violating Section 10(b) ofthe Exchange Act, Exchange Act Rule 10b-5,

NASD Conduct Rule 3040, and FINRA Rules 8210, 2150, 2020 and 2010, as outlined in this

decision, Respondent Jaime Andres Diaz is barred from associating with any FINRA member

firm in any capacity. In addition, Diaz is ordered to pay restitution to (1) JM in the amount of

$550,000, plus interest thereon at the rate established under Section 6621(a)(2) ofthe Internal

Revenue Code from July 2010, until paid; and (2) CR in the amount of $50,000, plus interest

thereon at the rate established under Section 6621(a)(2) ofthe Internal Revenue Code from

January 2011, until paid:86 The bars will become effective immediately ifthis decision becomes

FINRA's final disciplinary action in this proceeding. Fl
iC.?.GLQRNNH.

Carla Carloni
Hearing Officer

Copies to: Jaime Andres Diaz (by overnight courier andj?rst-class mail)
Lora W. Alexander, Esq. (by electronic and?rst-class mail)
James J. Nixon, Esq. (by electronic mail)
David E. Rosenstein, Esq. (by electronic mail)
Robert Marchman, Esq. (by electronic mail)

186 26 U.S.C. § 6621(a)(2). The interest rate, which is used by the Internal Revenue Service to determine interest
due on underpaid taxes, is adjusted each quarter and reflects market conditions. JM and CR are identified in the
addendum to this decision, which is served only on the parties. In the event that JM and CR cannot be located,
unpaid restitution plus accrued interest should be paid to the appropriate escheat, unclaimed-property,  or abandoned-

property fund for the states in which JM and CR were last lmown to reside. Satisfactory proof of payment of the
restitution, or of reasonable and documented efforts undertaken to effect restitution, shall be provided to staff of
FINRA's Department ofMarket Regulation no later than 90 days after the date when this decision becomes final.
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FINANCIAL INDUSTRYREGOLATORYAUTHORITY
O?KIEOF??ARP?GOFFI?

DEPARTMENTOFlul*???TREGUIATION,
D??C?P??NA?YP.???-e??-"'
NO. 20110295459 

- 02
Complainant,

u.. -,-?'l OFFIICE?U
V.

JAIME ANDR?B DIAZ (CRD 42983731 COM?LAINT

R?spon??????

The D?Mcnt ofMarket Re#stion alleges:

S--7
1. Begi?ing in Deoember 2009 md contim?ing m?ou?? November 2011, Jaime

Andres Diaz (?Diaz"), while regis?ed at a FINRA?nmtb? ??m, by means of deceptive,

manip?l?live, and otlw fra?dulentdevices or vuulaivm?w,?,, converted 
-?r.- -- r.---Ily $850?000

f?nln ?nlr 

?M? one ofwhom, cus?omcr CW, was elderly. Diaz also oo?ver?ed $50,000

from a regiatemd 

???-. 
.1 ..,1 ?e who worked at Diaz's FINRA member firm. Diaz Wd

M nm?n that their f?mds would be 

/
 to invest in two new res?m?an?s in NM York City and

lold one cus?om?r that his fl?nds woo d be inves?ed in real csta? developm?? in New Yoxk City

and a Mort in Bermuda. Diaz, howev?, did not invest the f?mds as he had ropresmted W his

cas?omer?. Ins??ad, he co/the ftmds ?br his personal u?e, lo pay e?p?ses related to his

br?ch ofEicebu*iness and ?o pay c?lier inves?ors.



2. As a result, Diaz ??r? in ?ansactions, acts, practices and cour?es of business

th?t constituted willful viol**inn? of Section 1 0(b) of the Exchan?e Act of 1934 and SECRule

lOb-5 themund?, and violations of F?NRA Rules 201 0, 2020, and 2150.

3. ?n addit?om, Di? p?ti?4p? in 1???al? ?ec?itie? tr?t?act?on? fbrwhich he was

i,-.'-I-t Diaz, howev?, f?iled to provide wa;U?? notice to his employer m?mber finn

A--??ng in de?ail the P?npo?ed ??s??ctions, hisrole th?rein in, or whe??er he was reoeiving or

would t*??ive *emng 

?-on in connection ther?with, in violation ofFINRA Rule 2010

and NASD Rule 3040.

4. Moreover, Diaz solicited imrestment? ?m olimts of his ?nploy? FINRA

m Mber finn and 

/y
 d?nied Mhe had solici??d those invcstmcot? ? his FINRA memb?

?m in violation of FINRA Rule 201 0.

5. Fua'l ?, in connection with FINRA's investi?tion ofthis mat?er, Diaz failed

to timely respond and comple??ly failed ?o respond ?o FINRA Rule 8210 requests for docummts

and infbrma?ion in violation ofFINRA Rules 2010 and 8210.

MRnogd-i.ai"N-b.?.-
6. Diazfirstbecame ?mployed in the secoritic?indus?rywhm he regis?ereda. a

General Seo??ities Representative with a PINRA member firm in November 2000. Diaz

11in lhe indnstry and re?lstered wifh his most /?mploying FD4RA member firm in

July 2007. In Ap?11 2008, Diaz also regis?ed as a G?eral S?ot?ities Principal. He r?m#ined

I?gist??d rmtil n---'.- 1, 2011, when his firm filed a Fonn U5 tmn?n*ing his registration.

On June 27, 2012, Diaz's former finn filed an amended Fo?rm U5 disclosing a ?stomer

oomplain?arbitration by customer JM alleging that Diaz may have engaged in conduct actionable

und? applicable fbderal seculities laws and regulations and the rules of FINRA. Al?oug?

2



Respondent is no longer regis?ered or associat*1 with a FINRA ---6?, he remain* subject to

FINRA'sjwisdiction  for purposes of this proceeding, pumoant to Article V, Section 4 of'

FINRA's By-Laws, became (1) lhe Compl?i?t was filed within two yeam af?r the effective date

of??....:..-??... ofR?spondent'a registration with aFINRA member ?? ?y, Deo?mber 1,

2011; CD ?he Compi?dnt was filed within two yeam after the date upon which his FINRA

member firm filed an arnm?de? Form U5 disclosing action?ble conduct, naniely, June 27, 2012;

and (3) the Complaint charg? him with miscond?ct committed while he wasregisteredwith  a

FINRA memb?' andwith f?iNng to respond to a FINRA request fordocumen? and infomation

d?ing?het???o-ye?rp?dodaf????d??p?mwhi?61?e?????1?obe110??leooi??e?

with a FINRA member.

ne F*amduleat Scheme

7. Beginning in or about December 2009, Diaz employed a deceptiv? frmxtulcnt

scheme involving the solicitation offour ?,?nmers and a co-worker to invest money in three

sepamte business ventores: (1) Nuela Restaur?t; (2) Nordica Developmmti and (3) Marca

Restaurant

8. The promissory notes and equity.11 th?t Diaz sold W customers mtating ?
these business ventures were securities pursuant to Section 3(a)(10) of the Secudtiei ExA,*n??

Act of 1934.

Diaz Solict?? Customers JM 

/
 CW ?0 Investim Nuela Rest?urant

9. In 2007, Di?, along with two oh? im?es?0?s, bec?me involved in developing a

new mstaurant in New York City called Nuela. Nu?a was intended to be a Latin inspired

restaurant and was supposed to open in late 2007 or ea?y 2008. The imrestors, however, did not

have enou?? money ?o complete the project In late 2008, Diaz and his brother invested

3



$500,000 in Nueta. A few months later, Diaz began re?eiving?p?*al calls from other investors

stating lhat another $1 million was needed to co??lete the project In mid-2009, Diaz and his

brother invested 

? additional $500,000 in Nuela and he solicited his friend AT to also invest

$500,000 in Nuela.

10. In lste 2009, Diaz begmi soliciting clients ofhis FINRA member finn to invest in

Nuela.

Customer JM

11. In December 2009, Diaz solicited a client of his FINRA member 

?
 JM, to

invest in Nuela. Diaz mld JM that his investment would be used to p??hase an equity iul?.mt in

Nuek Diaz, however, did not tell JM about the capital calls he had received, that the opening of

the restmirant had been delayed, or that he may not ?.??e a return on his investment and oould

lose his principal investment

12. On or about December 22,2009, upon Diaz's recommendation and advice, JM

sold approximately  $70,000 worth of securities that he held in his brokera?e aocolmt at Diaz'8

FINRA member finn.

13. The next day, on December 23, 2009, JM wired the $70,000, plus an additional

$130,000 from another source, for a total of $200,000 to the bank account for Diaz's imtestment

advisory company, Wortdwide Ass?t Protection. The balance in the Worldwide Asset Protection

accomtt was $6,717.54 immediately befbre JM's wire transfer.

14. After he received JM's wire tmnsfer of $200,000, on or about December 23,

2009, Diaz wired $75,000 ?um the Worklwide Asset Protection account to the bank account for

Nilda.
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15. Also on December 23, 2009, Diaz Wh?d $125,000 ?om the Worldwide Asset

Protection account ? AT, Diaz's friend who had also invest*t in Nueta.

16. Diaz did not deliver my shana in Nuela ?o JM or provide him wifh any

dociments evideocing his pwpoited $200,000 equity investment in Nuela.

17. On or about Jam?aiy 15,201 0, upon Diaz's 
- --Lil.... and advice, JM again

sold securiti?, aplu..- '..?-?-1? $50,000 worth, from his bmkerage account and wired the

proceeds to Diaz's Worldwide Asset Protection account The balance in the Worldwide Asset

Protection acoount was $262.54 immediately bcfore JM's wire t???s?.

18. On Jamlary 15, 2010, shortly af?er he received JM's $50,000 wire ?ansfcr, Diaz

wro?e a check payable ?o htrn?elf lbr $9,000. In the m?mo line, Diaz wrote Upayment Nuela

interest." On Jaml?y 20,2010, Diaz wmte a 

-
 --t check payable ?o him*alffbr $6,200 md the

memo line stated ?payment Nuela interest"

19. On Janua?y 25,2010, Diaz wired $35,000 from the Worldwide Asset Protection

ac?ount to VF, another one ofDiaz's friends who had also invested in Nuela.

20. Diaz did not provide JM any shares or oth? docoments evid?ncing his p?ported

$50,000 equity im?estment in Meta.

21 
. Contmzy to his mpresentations  to JM, Diaz did not invest all of JM's lhnds in

Nnela. Diaz m?-i??u??lated JM's fimds by falsely repr?mting that he would use the money t?
purchase an equity inter?t in Nuela, when instead, Diaz converted JM's flmds fbr his p?sonal

use and to make payments $0 earli? im?es?ors.

22. Diaz did not tell JM that his funds would be used in this
, nor did JM

authoI? Diaz to use his funds in this m?ner.
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??.t./.r civ
23. InFeb?u?y/Diazso/1?/ofhisFINRAm/M CW,

age 79 at th? time, to imrest in Nuela. Diaz did not t?l CW aboutlhe capital calls, lhatlhe

op?ingofthere?aumnthadbeendetayed,  orthathemaynotreoeivcanyretum on his

investment amd that he could lose his principal inves?mmt.

24. Diaz solicited CW W purchase apromis?ryno?e in themn?mr,* of$100,000. The

p?omissory note was lo pay intarest on a p?odic basis. Diaz told CW that his fimdswouldbe

used to invest in Nueta.

25. Onoraboot???rna?y  16,2010, CW, uponDi?'s,-=...-.--?.,L-.and advio?

bormwed $75,000 a???nst ?he secorities in lhe brok?ra?e acoou?t he held at Dia?s FINRA

rom?ber M CW wired the proceeds ? his personal b?k aooount with Citibank-

26. On Febrnary 17,2010, Diaz mt CW an email with instructions on how to wire

filnds from his Citibank account W Diaz's Worldwide As?et Pro?eotion account. Af? receiving

the ??? CW wired the $75,000 he borrowed fromhis bro?? acoount plus ?A additional

$25,000, fb*r a 1nmt of $100,000, 8om his personal bmk account with Citibank to Diaz's

Woddwide Asset Protection a?oolxlt. The balance inlhe Worldwide Asset Protection aooount

was $137.54 imm?diately befbre the wire tmnsfer ?m CW.

27. On tlm ?me day that he received lhe wire t??n?? fkom CW, Diaz wind $50,000

from fh? Woddwide Asset Pro?ection aooollnt to his 11 

/
 

0 1. The b?l?m?e in

Diaz'a personal bank account was $3.93 immediately befbre hewired in $50,000 iom the

Woddwide Met Protection account
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28. O?,February 18,2010, Diazw?otetwo checkapayabletohim??fk?mhis

pe?onal bank account? one for $35,000 and one fbr $15,000, leaving a balmce in his personal

b??k account of $333.

29. Diaz deposited the $15,000 check into his Woddwidc Wealth ?*n?r...-..,

aooountand used themoneytopay fbr expens? /to
 his branch office business including

telephone bills and other expense. Diaz deposited the $35,000 check into another one of his

peimnal bank acoount?

30. Also on Februmy 18, 2010, Diaz wimd $40,000 f?om his Woddwide Asset

Pro?ection Account ?D Nnela.

31. That s?me day, Diaz wmm two checli payable ?o himself??m the Worldwide

As?et Prote?tion account, one for $5,000, and one for $5,100. In the memo line fhr the $5,000

check, Diaz wrote '?Nuela'' and in the memo line fbr the $5,100 check, Diaz wmte ?aime

Reimbursementl"

32. CW did not receive a promis?ory note ?m Diaz and did not receiveany

doc?m?nt? evidencing his im?estment in Nuela. He did, however, receive one int?est payment

of$10,000 on his investment but did not receive any othcr int??t payments. CW repeatedly

/Diaz lo re??nn his principal imrestment of $100,000 but Diaz did not re?om his fmds.

33. In July 2010, CW sold all of the secmities in his brokerage account at Diaz's

FINRA member Erm and used the proceeds ?o repay the $75,000 loan agmnst the securities in

his brol?ma?e acoount ?hat he had taloen in o??er ?? imrest wi?h Diaz.

34. Contr?y to his represmtations to CW,Diaz did not invest all ofhis funds in

Nuel£ Diaz misappropdated CW's funds by ?lsely representing that he would use the money to
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im?est in Nuela? when instead, Diaz oomrerted CW'. fimds for his pemonal usc and for expenses

related tohisbranchofBoebusiness.

35. Di?z did not t?l CW ?athis f?mds wouldbe used in this 

--.-.-, nor did CW

autl?Orize Diaz to use his f?mds in this m-?.
Diazannu.a.--JMmmatiamafamanmmt

36. In or a?uond mid-2010, Diaz became involved with Nordica Dev*???n..n,

Aocording to Diaz, lhe purpose ofNAdica was to develop a new housing project in New York

and to develop a resort M?MM in Be?uda. 

/
 personally im?ested $70,000 in Nordlca

?d again solici?ed inves?ors, including cli??tS ofhis FINRA member 

?
 to invest ?n Nordica.

37. In July 2010, Di?? comrinoed JM ?0 imrest $300,000 in No?dica. Diaz tald JM

that his fhnds 

/
 be u?ed ? 1haae a 

//
 11 in thc New Yolk ho?ing

deve?opm?nt and the /in Bermuda.

38. Diaz, howev?, did not ? nVI that he had not #?ived ?fln*nei,t data fbr

Nordica, lhat the devel/ were hmring diflicolty /ng M?its IO begin constnlction, or that

hehad not condnctedanyduediHgence  ontheprincipal investnmwho wemresponsiblefbr

completing mepmject

39. On July 13,2010, JM wired $150,000 Bom his pemonal bwk acommt to Diaz's

Woridwide Asset P?O??tion aocomt. The balanoe in Diaz's Worldwide A??et Pi?ui???luu

account was $1,171.68 immedi?tely before JM's wire ?mnsfe?.

40. Short?y af?r he reoeived JM's wire ?r?i???r of $150,000, Di? transferred $90,000

to his personal bank account and nsed those flmds Wpay fbrhis /nat ?pens??.

41. On July 16, 2010, JM aold 
.??a --: --t-1? $150,000 worth of ?uu,?ltes in his

l?rol?erage account at Diaz's FINRA memb? f?nn.
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42. JMwiredthep?eceed?ofhi?s?le?hisp?r?omalba?kacoo??do?July20,

2010, he wired $150,000 fivm his p?sonal bank accountto Diaz's Worldwide Asset Protection

account

43. On Jnly 21,2010? Di? wind $100,000 ?mn the Woddwide Asset Pmtectioa

acoount to his ?end, VF.

44. A?o on J?ly 21,2010, Diaz wmm a check iom ?he Woddwide A?et Protection

aooount for $10?000 and, lhat same day, deposited a check for $10?000 into his p?aop?l account

Diazusedthef?mds topay ibrhisper?onal expenses.

45. On J?ly 23,2010, Diaz ?ns??? $8,000 ?om the Woddwide Asset Pro?ection

account to his pemonal account, and on July 24 2010, he transfermd $10,000 to his personal

aooount. Diaz 

/
 lhe fimds W payforhis Monale???

46. Contr?y ?o his MM??ons ? JM, Diaz did not imrest JM'. fimds in Nordica.

Diaz mi?mpi,?..r.:*w  JM's flmds by falselympresenting that he would use the money to invest

in Nordica, wh? ?n??*?rl? Diaz com?/ 's flmds fbr his per?onal nse and used the fimds ?
make apayment to an earlier investor.

47. Diaz did not tell JM that his flmds would be used in this manner, nor did JM

aul?torize Diaz to use his fi?ds in this ..??A.??..

48. In Wtal, JM invested ?pro?im?tely $550,000 with Diaz between his ?uv??luient

in Nuela and his inves?m?nt in Nordic? Diaz, howev??, did not make any iul??? payment to

JM ? despite request? ?0 do so, Diaz did not ret? his ##pal investm?t and did not

provide JM with ?--.1- reg?ding his investmeots inNordica orNuela.
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Diaz Sol?cltm C/mer? DKB 

/
 DMB and Co-worker CR ? invest ln Marca Re?tmmramt

49. In or amund l?t? 2010, Diaz beo?ne involved in a second msta?m?t venl??

M?ca R?tm?ant According ? Diaz, Ma?a was intmded to be an Arg?tinian -1,?--??m? wi?h

an u?al?,a?wuu?t nightlife space. Diaz personally inves?ed $800,000 in Marca and aga4 be?n

solictting investog including climts of; and aco-wodm at,hi? FINRA member fimL

50. In or about Jmuary 2011, Diaz solicited CR, a registered repmsentative wi?

Diaz's FINRA A mber 

?
 k? i¤vest $50?000 in Mmca. Diaz k?Id CR ?hat he was an own? of

Marva and fhat byinve??ing in the reatai?mn? CR's f?mdswould be used to p??nhase an equity

int?rest in Mm?a. Diaz, howev?, was not an owner in M?ca and was not ?thorized ? make

any ?M/o?? on beh?tfofM??a or ? ? CR ? ?#ty Iu??? in ?-
51. Diaz told CR that Marva was a good investmmt In doing so, Diaz f?ilod to tell

CR that he 0) had conducted no due diligmce on the principal investora responsible for the

project; (ii) had not received any financial doc?n? from lhe principal inv#ors; and, (iiD

knew thatthedevelopersdidnothave  the necessary p?miI? to oompletetheproject.

52. Diaz also asked CR to solicit elieni* oftheir FINRA mmber firm to invest in

Marca. Diaz told CR to have investom deposit f?mds into one of two bmk accounts Eor M?ca,

one at HSBC and one at Citibank Diaz, however, did not tell CR that he did not have authority

to 

-=-- anybank -.---?--?? that lmd been created for Magmaby lheprincipal investors ofthe

restaurant Further, Diaz did not have the mlthority to direct imrestnrs to deposit funds into any

Ma?? bank account
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53. CR...??.???viabaokjr i,$50,000?h?nhispe?onatb?k*.--,Nu  at

HSBC to the HSBC bank account pwportedly for Mm?a. CR, however, did not reoeive any

documents ev?dandng his eqoity Iui??i in Marca.

54. CR? at Diaz's requ?s?, called two cli? oflheir FINRA member M DKB and

DMB, and asked them to invest $100,000 each in Ma?va.

55. DKB deposited $104000 Bom his pe?onal bank acoomit into the HSBC bank

acoomt purpo?tedlyfbr Marna.

56. DMB sold $100,000 worth of securities that he held in a brokerage account with

Diaz's FINRA member fi?m and received a check Bom the finn for the proceeds. Once he

reoeived the mone?, DMB .1.y-?1-1 it into his pemonal aooount md thm wmma oheokpayable

to Mmva and mailed it ?? Citibank for deposit into the -...--.-? Fmportedly fhr Marca.

57. Diaz draf??d promissory notes for DKB and DMB Evidencing their pUIported

imrestment in Marca and emailed th?n ? CR? who in turn, emailed the notes W DKB and DMB.

58. The promissory notes provided ?r 10 pement interest and the return oftheir

p?incipal by the md of 201 1 
. Diaz told CR that if M*r?.a reached $5 mimon in sales in ?my ofthe

firstlhreeyeag investors would allreceive an additionalinterestpaymentof six p?oent.

59. Diaz, howeN?, did not tell CR that he did not hsve the m?thority lo sell M?ca

promissory notes k? DKB or DMB or to make any rep??sentations on behalf?ofM??

60. At the md of 2011, Mama had not opeiwd lk*r bn?iness but the principal andl0

per?entinterestwasdueon thepivmissorynotes. Diazdidnotmakeanypaymentsonthenotes.

61. CR requested lhat Diaz remm his funds and the fhnds ofDKB and DMB. When

he had not ret?ned their flmds after repeated requests to do so, CR filed a complaint with the

New York Anom?y General.
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62. Af? he 

?
 the ?#? Diaz ?ed DKB's and DMB's fl?d?. Di?z did

not return CR's flmds.

63. Coaa=YWNBMeaMDIAZUOaoibmil?0/OrMOO/M
repres??ations on behalfofM?ca. N-.--??-11,, Diaz falsely ?okl an equity Iut?? in Marca

k) CR and ?#y sold Marca, prorr?i??ory no? toDKB ?xl DMB. Moreover, instead of

imre?ting ?h? flmds as he ?epresen?e?, Diaz ...1-n?. 
?. :-t-1? and oom?erted the flmds for his

personal use.

FIRST CAUSE OFACTION
//Zlr/-//// //////////<M////////

MUORM?aaos-Haas?a-BM
Rate 1Ob-5, and FINRA Rute? 2010 and 2020)

64. /R?/onrealle? ?dinoo?por?esby?fb??nceallprece?ing

pmamha

65. By ?g?gin? in lhe forego?n? conduct, Diaz, in connection wi? the ?oha?e or

sale of a sec??ity, directly orindirectly, by use of means or ?6. --.--i-i**?a. of...'- -'-'-
commeme, or the mails, or the fhcilitiea of a national securities exchange, ?owingly or

reoklessly, employed a device, scheme or ?tifice to de?aud; made uu6?'g statements ofmaterial

/or omitted 0 /material fhcts ne?ess? in order to make the ?*m??n? made, in li#of
the ?,--.,-t.- in which they were made, not misleadin? and engaged in 

? act, practice, or

course ofbusin*4? which opera?ed or would operate as a /ordeceitupon 

any/n, in

wmful violation of Section 10(b) ofthe Exdwnge Act of 1934 and SEC Rule 10b-5 ther?mder.

66. In addition, Diaz effbcted transactions in, or induced the pumhase or sale of,

sec?itiesbymea?m ofmanipula?ive,  deceptive oro?herfiaudulentdevioesor ?uulrivmuw?, in

violation of FINRA Rules 2010 and 2020.
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SECOND CAUSE OFACTION

?nm.On-AMMZNIO-=rma(FINRA Rules 2010 ?nd 2150)

67. Markd M?Man Mallep and inoomti by mamoe all moaail

P/...iha
68. Cus?omers JM? CW, DKB ?DMB nei?her?mew ab??tnorMori?edDiaz's

mi-ly.Y.
I??ir?n of their funds R?r his own pemonal use

69. By ??ging in the fhre?oing conduct, DIE made improper use of? and com?er??d,

his customers' f?mds in violation ofFINRA Rnles 2010 md 2150.

T??RDCAUSEOFACIION

Mmmim/CamnadRi?(FINRA Rule 2010)

70. Midga RRWHO?MWM ma -M.aw by iaa-00 a11 moedms

pmli"pba

71. CR nei?her knew about nor mrthorized Diaz's m;-1'1' U?Uiation of his flmds for

his om M.i usa

72. By m?gging inthe 1;ng?uing conduct, Diaz made improper use of;, and oonv?t?d,

CA's flmds in vinl*Hnn of FINRA Rule 2010.

FOURTH CAUSE OFACTION
Priva? Securlties Tran..?t.-. in MarcI
(FINRA Rule 2010 and NASD Rule 3040)

73. M?lcet Re?ol?tion ?e?alle? md incorpomte? byi.-? -9ce allpmoeding

PamW.
74. Dia?,whileassoci??edwi?aFINRAmemb?rMparlicip??edinp?iv?

semnities transactions involving his sale ofpmmissory notes in Mawa, wlltiuul disclosing his

participation in such ln;v?6 securitie? ?ansactioma?o his employing FINRA member finn.
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75. In Janu?y 201 1, Diaz sold two promisso?y notes in Marca mtali?$200?000 ?0

DEB and DMB, customers ofDiaz's FINRA member flzm.

76. Thep?omi?orynotesborea lOpercentint??rate, The notesincluded ad?on

which all?utstmlrlingp0neipal and?ut- was dne. The flmds were Provided ?o Diaz ?brlhe

pmpose of imesting in Mara

77. Diaz was.=-..?,?.--?-1 fiom th?ismm?eof ?m p?om'ise?o?yno?es byvhtaeofhis

useofthe p?oceeds ????=.-1=1 bythe saleofthenote?, including theuseof theprooeeds fbrhis

p?sonal benefit.

78. Prior ? particfpa?i?g in the ???eo?iti?? ? ? ? 

? im?olving Ma?ca, Di?

f?iled W provide written notice ? ? m?mber finn with which he was a?soci/ describing in

detail the proposedtransa?tion  andhispropogedrole the??in andwhetherhehadmoeivedor

might receive selling.-....?--'rnn in oo?inectionwith each transaction.

79. As a result, Diaz's employing m?mb? finn was unaw?e that Diaz was ?ag??g

in private??u?;lies tr?sactions with cusbomers oflhe finn or that Diaz was receiving

compensation in connection with the ??sactions.

80. By engaging in the fore?oing conduct, Diaz vio/ FINRA Rule 2010 and

NASD Rule 3040.

lrllrlMCAUSE OFACI?ON
Provid?ig False Informstie? t? hls FINRA M*?-?? Firm

(FINRA Rule 2010)

81. Ma?ket Regulat?on reallel? and inco?pomtes by ref?mnce all pmoeding

mamiu
82. On his Outside Business Disclosure form in the Central Registration Depository

Sys?em (?CRD"), Diaz i?l?r?H?led Worldwide A?set Protection, Worldwide Wealth D?-?-.w....an*
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and Nueta Rcstm?rant as ou?ide business activities. Diaz idmtilied Nuela as a non-investment

rel*ted bmin?s activity. Diaz did not disclose Marca or Nordica as outside business activities.

83. On Mmch 16,2011, Diaz oompleted the finn's .-??L?-m,*? complianae

queidaim

M Aa/OMDIaz/=i/Ma?lldso-nmINn-/Oan
famt in CRDwas aoc?ate and there we?e no additions/deletion? or ch?nges. Diaz's certiftcation

was false because he had not disclosed his involvement in Nordica or Marna in CRD. In

addition, alfhou? Diaz id/ed Nuela as ? outside bu?in??* activity, he ?l?el??r claimed that it
wasanon-investmmt lmain€?sactivity.

85. Question 6.l ofthe -r---''---.-1.= asked: ?[w]hile ?a??d in this outsidebusine?s

[Nuela]have you raised capital, issned debt, made referrals fbr financial ?1??/,loaned or

invested f?mds either p?sonally or on behalfofothers?" Diaz ?l?ly answered Uno." In fact,
L

Diaz personally invested $ 1 million in Nuela, solicited a custom?r of his FINRA member firm to

F?chase a $100,000 promissory note for Nuela and solicited R?*?lh? ctlstomm? ofhis FINRA

member fitm W im?est $250,000 in Nuela. Pttr?h?, Diaz did not reoeive pdor *?Itl?? appt?va?,

as M#? by his FINRA mmlber 

?
 for CW or JM to invest or oth??wise partici/ in

Nuela.

86. Question 10 of lhe qn???Innn**?e a??o?d? ??[d]id you z*u?itv? any verbal complaints

or writtm complainm or gdcvances betwem July l, 2010 and preeent?" Diaz fhlsely answered

"no." Diaz's response was falsebecanse ..-t?.....-- CW and JM had complained tohim about

lheir im?estmen?? in Nuela and/or Nordica.

87. Question 12 ofthe questionnaire asked: "[b]etween July 1, 2010 and present, have

you raised capital for ?y group or entity other than through business that was conducted ?uugh
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yoin Broker Dealer7" Diaz falsely answered ?no." In fact, Diaz had raised capital for Meta,

Nordica and Marca.

88. Question 47 oflhe questionnaire asked: Ulh]ave you been involved in any

capacity in the F 1* ?h?se or sale ofa secunty not conducted tl?ough your Broker Dealer?" Diaz

fhlsely answered "no." In ?ct? Diaz did solicitthe sale ofpromissory notes on behalf of Marca

and Nuela.

89. Question 55 of the questionnaire asked: ?[d]o you mcommend securities to

clients over age 607" Diaz falsely answered ?no." In ?uth, Diaz solicited customer CW, age 79

at the time, topurchase apromissory no?a security, in Nuela.

90. On May 19,2011, Diaz oompleted his frm's outside busipass Iul?t?l Rmn for

No?dica. In response to question 5 **[w]ill any customers of [the ?nn] also be mmt?mm,

invcs?ors or othe?wise involved in this [Nordica] outside business int??est?" Diaz falsely

answered ?no..

91. To the contmry, Diazhadraised capital forNordicaby soliciting a customer of

his FINRA m/er firm to im?est $300,000 in Nordica.

92. By en?ging in the foregoing conduct, Diaz violated FINRA Rule 2010.

Slxt? CAUSE OFACTION
Failure to Fully and Timely Respond and Complete F?lure to Respond

to FINRA Rule 8210 Reqa??i (FINRA Rnle? 2010 and 8210)

93. ??/Won /?0 and inoo?pora? by ??ference all preceding

pamaa
Untlmely Response

94. On October 14, 201 1, Ofioe of Fraud Detection and Market Intelligence

(OFDMI) staff sent Diaz a letter pursuant to FINRA Rule 8210 requesting infoimationin
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connection with OFDMI's iuv--i:lr?inn of this ??Ue?. OFDMI staftsent the FINRA Rule 8210

/?o the re#/al address ?h?t was provided in CRD Via /ed mail, first class mail /F/ The c?tified mail I?was ?tmed ?0 staffa? und?verable.

95. 080aDZi=42011.Ollaiaatal-tDiaaiWIawi.?Flou=Puriuautto

FINRA Rnle 8210 reqo?eting :..r....ut.on in this uintt?. OFDMI staffs?t the ?llow-up

FINRA Rule 8210 lett?r to his ?...1.1-*t:at CRD .1J,??, via certified mail and first cla?s mail. A

copy of the l?t? was also smt to lhe complian?e omcer at Diaz's FINRA m?mber firm.

96. On Octob?r 26, 2011, OFDMI sta?received an email ?om the law firm

rcpre?mting Diaz in this u,au*?. The law finn ????.-i-1 on b?halfof Diaz, md was Erant?? an

atmsion to respond to ?c FINRA Rule 8210 *aiu?luntil Novemb? 3, 2011.

97. On Novmnber 3, 2011, Diaz's attorney requested, md was granted? a second

extension ?0 mspond to ?e FINRA Rule 8210 r?iug?l imtil November 10, 2011.

98. OnNavember 16? 20ll, si? dayaa?there?po?ewasdue? Diaz'sat?o?ey

requested, and was granted, a thizd ?tension to respond to the FINRA Rule 8210 requestuntil

November 18, 2011.

99. O??Nov?mb??' 18, 2011, Diaz, ????his at?omey, submitted ??inoomp?e?e

respon?e to the FINRA Rule 8210 request. In reviewing his iespon?e, staf? noticed that Diaz did

not produce all of his personal b?nk account atatements for the period July 2007 thmugh October

2011.

100. On Deo?mb? 8, 2011, ??called Diaz's attorney and requested the documents

that had not been produced. Diaz's attorney did not provide the mi?ng documents.

101. On March 16,2012, staffcalled Diaz's attomey and a??in requested the

docummts th*t had not been produced. On Mm?h 27, 2012, Diaz'? ?t?om?o? ?old staffthat Diaz
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was p?o?n?ingthebankaooount  ?i-I---,?that hadbeenpreviouslyrequested.  The st?
howev?, did not receive the bank account *ta'.-.,?..,= iom Diaz or his *t?orn?y.

102. On Afil 3,2012, whm his response had still not be received, staffsent a second

follow-up FINRA Rule 8210 request to Diaz, tl?ough his attorney, with a Hst of douu,n?nt? and

infomwltion that had not bem inelud? in the November 18, 2011 pmduction.

103. On April 11,2012, when st?still had not received the Imii,mled do??in??n?

staft oontacted Diaz'a atbomey to again i.iu??l the docomen?a that hadnotbeen produced.

104. On Ap?l 16, 2012, when sta?still had not received the requested doaiin?n?s,

staffa?in ? -1-.1 Diaz's atbomey to ?miu?,l the An,mmen?? that had not been produced.

105. On April 16,2012, Di? ?imu? his attorney, provided a seoond inoomplete

r?ponse Wthe FINRA Rule 8210 request Diaz ?iled to prodnoe all bank ?1?,-"-,- 8om July

2009 t?rou? Octobe? 2011 for accoum in which he had a financial intemst On Ap[il 27, 2012,

staffrequested that Diaz'a atbomey produce lbe r*m**oing bank account statements. The sta?;

howev?,did not receive the 
? I t gbmlk .t-,--,1..

106. On May 24, 2012, staffa?in contacted Diaz's attorney md requested the

doaxments that had notbemproduced. The st?however, did not receive the, gbank

sta?men?

107. On June l, 2012, staftsent Diaz, lko?his a?omey, a lhird follow-up FINRA

Rule 8210 ?ual with a list oflhe docmne?l? and t.?R,.?w?on thathad not been included in

either the November 18,2011 production or the April 16,2012 production. Diaz, however, did

not respond to this request and did not ?u*st an extension.

108. On September 12, 2012, more than two months late4 when his response had still

not been received, staffinitiated a FINRA Rule 9552 proceeding a?inst Diaz for failing to fully
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i?pond to mpeated FINRA Rule 8210 requesm. The Notice of Suspemion was smt via FedEx

and fhstclass mail W Diaz'. CRD address. A copyoffheNotice  ofSu?p??)sionwa?  s?ntlo

Dillfs //--h./VI-rv.

109. The Notice of Suspension letter included, *rnnng other things, notice that Diaz

would be suspended from ?me???'ng with any FINRA member in any capacity unless he ?lly

complied with the FINRA Rule 8210 Iequests on or l?gAu* Octob? 9,2012.

110. On S?tmnber 24,2012, Diaz, ???u? his ?omey, submitted a third iwo??pl?te

msponse to the FINRA Rule 8210 lett?r. Diaz did not .uLJl all ofthe bank account st*?ements

that had be? reques?ed in the initia? FINRA Rule 8210 mquest

1 1 1. On Oct?bcr 2,2012, st?.- -i- ?-1 Diaz, hough his attorney, and inl?rmed him

that the I?ponse Was Still inoomplete and idmtified lhe speci?c do?uments and infbimation that

had not been mlbmit?ed. Diaz, however, did not respond and did not request an ?ct?n?ion.

112. On October 9,2012, Diaz was sent aletter mfo?ming him that he was suspended

fkom /?ting with ?FINRA m?mberlinn in any capacity and /be barred on

D-?- 12, 2012, if he did not fhlly comply with the FINRA Rule 8210 response.

On December 10, 2012, two days beforehewas to bebm?ed? Diaz, uimughhis attorney,

submitted additional documents and information. At that time, staff reasonably believed that

Diaz had -..1-?-..,r?ny complied with lhe FINRA Rule 8210 reqoe?t?

Complete Failure to Respond

113. On May 7,2013, stafftookDiaz's testimonyto questionhim abouthia

involvement with Noela, Nordica, and Maroa and to det?nine what hapMed to the cosbomers'

money.
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114. Dming his investig?ve testimony, Diaz testified fhat he had several millinn? of

dollms. ?hebank account -t..? i- that Diaz /u.;Jed in his prior FINRA Rule 8210

responses, however, did not support his claim.

115. Inhis t?stimony, Diaz stated thathe kept them?orityofhis funds in abank

- 
? in the name of WVI, which is a companythat he owna with his wif?. Diaz, however,

had not provided any docnm*o?? or o?h?r infhrmation for the WVI acoo??t in response ?o the

previous FINRA Rule 8210 ?equests.

116. On May 10, 2013, s?ft smtDiaz, li?oug?i hts *ttmney, a FINRA Rule 8210

mquest and identified the apeci?c documm* that had not bem produced in my of his pdor

tesponses. The response was due on May 22, 2013. Diaz did not respond md did not request an

amNM
1 17. On May 22, 2013, Diaz's at?omey sent staf?a letter?10*Hr,8 that he no longer

represented Diaz in this matter.

118. On June 4,2013, staffoontact?d Diaz directly and sent him the FINRA Rule 8210

letter fhat had previously been sent to his attorney. The FINRA Rule 8210 Iet?er was sent to

Diaz via m?ail and, on June 5, 2013, Diaz re?ponded to stafrs email. Staffprovided Diaz until

June 10,2013 ?o pmvide arespon?e to the FINRA Rule 8210 le?tcr.

119. To date, Diazhasnot responded to the FINRA Rule 8210 letter and has not

requested an extmsion.

120. As a iesultofDiaz'sm?timetyandinoompleterespo??es md his complete failme

respond to Rule 8210 requests for dom??i??nts and info?matlon, FINRA staf?was pr?vmted ?om

pursuing m*??rinl areas ofits investigation into Diaz's conduct in this matter.
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121. By engpglpg in the f??e?oin? conduct, Diaz viola??d FINRA Rules 2010 and

8210.
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MM for Rdw
WHEREFORE, the Department of Market Regulation mspectfully mqueat? that the

Panel:

A. m?? ?in?in?? off?ct md conc?,,*inna oflaw tb?t Respondent Jaime Andres Diaz

?nrnmlt?ed the violations ?# and alle#herein;

B. otder that one or more ofthe sanctions provided und? FINRA Proeedu?al Rule

8310 be imposed, inctuding that the ?spondent be reqwred to disgorge fully any

and all ill-?otten #ns and/or make fl?11 resti?ution, to??Ih= with in?erest;

C. make specific findin&? ?hat Respondmt wilm?ly violat?d Section 10B) of the

S??u;Ges Ex?4,*?,? Act and Rule 10b-5 promulga??d ?er?under;

D. order that Respondmt be? such oosts of any pmceeding as aredeemed fair and

appropriate und?lhe ?l?.- -,-I?'..-, in accoi?ance with FINRA Pmcedural Rule

8330; and

B. grant all f?nth?relief, legal orequitable, that is w?u=ted under the

JWWUNWN.a

DEN:NOV.22,2019
FINRA Department of Maiket Regulation

huuw.AURA.mdu
Robert Mar?hm?m, Executive Vice Presid nt
D?vid E. Ros?sb?in, Senior Vice Presid?t
James J. Nixon, Chief'Iitigation Counsel
Lora W. Alexander, Counsel
9509 Key West Ave.
Rockvitle, MD 20850
240-386-4687 (phone)
202-303-3973 (f?x)
Lora.Ale?anA- @Eu?Aorg
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