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LXdiihYVaZ <Ve îVa 9Yk ĥdgh <dgedgVi d̂c &rLXdiihYVaZs') Cd]c C+ Ajggn) M^bdi]n ;+ 
=^;aVh )̂ VcY =+ F X̂]VZa <gjo &id\Zi]Zg) r9eeâ XVcihs' VeeZVa [gdb V ?BGK9 Y ĥX êâ cVgn VXi d̂c+  
FINRA found that (i) Scottsdale participated in the unregistered sale of securities not subject to 
an exemption from registration and thus violated Section 5 of the Securities Act of 1933 and 
FINRA Rule 2010; (ii) Hurry violated FINRA Rule 2010 by engaging in unethical conduct 
related to his creation, management, and control of a foreign broker-dealer; (iii) Scottsdale and 
DiBlasi violated NASD Rule 30101 and FINRA Rule 2010 by failing to establish and maintain 
supervisory systems, including written supervisory procedures (rPLIhs') i]Vi lZgZ gZVhdcVWan 
designed to prevent the sale of unregistered, nonexempt securities; and (iv) Scottsdale and Cruz 
violated NASD Rule 3010 and FINRA Rule 2010 by failing to adequately supervise Scottsdaleuh 
due diligence process for accepting unregistered securities for deposit and sale.   

FINRA fined Scottsdale $1.5 million; barred Hurry from associating with any FINRA 
member firm in any capacity; and suspended DiBlasi and Cruz from associating with any FINRA 
member firm in any capacity for two years and fined them each $50,000.   

Upon our independent review of the record and for the reasons set forth below, we have 
YZiZgb ĉZY id hZi Vh ŶZ ?BGK9uh [ ĉY ĉ\h d[ k d̂aVi d̂cs and the imposition of sanctions. 

I. Background 

Scottsdale, a registered broker-dealer located in Scottsdale, Arizona, has been a FINRA 
bZbWZg [ ĝb h ĉXZ FVn /--/+  LXdiihYVaZuh eg ĉX êVa Wjh ĉZhh ĥ i]Z YZedh î VcY â fj ŶVi d̂c d[ 

microcap securities for its customers.2  As FINRA recognized, Scottsdale has been disciplined 
previously for, among other things, selling securities in unregistered transactions and having 
inadequate procedures and WSPs to prevent and detect the unregistered sale of securities, though 
the charges at issue here do not relate to that prior conduct.  

We have stated previously that transactions in microcap securities present a risk of abuse 
because information about the issuers of such securities can be extremely hard to find, which 
makes these securities more susceptible to fraud.3  As a result, we have cautioned broker-dealers 

1  FINRA Rule 3110, effective December 1, 2014, superseded NASD Rule 3010. See 
Regulatory Notice 14-10, 2014 FINRA LEXIS 17, at *1-14 (Mar. 2014).  

2 M]Z iZgb rmicrocap hZXjg î Ẑhs apeâ Zh id XdbeVc Ẑh l î] adl dg rb X̂gds capitalizations; 
i]Z idiVa kVajZ d[ i]Z XdbeVcnuh hidX` ldjaY typical be less than $250 or $300 million.  See 
https://www.sec.gov/reportspubs/investor-publications/investorpubsmicrocapstockhtm.html. 

3 ACAP Fin., Inc., Exchange Act Release No. 70046, 2013 WL 3864512, at *2 (July 26, 
2013), pet. denied, 783 F.3d 763 (10th Cir. 2015) (Gorsuch, J.); accord Ronald S. Bloomfield, 
Exchange Act Release No. 71632, 2014 WL 768828, at *2 (Feb. 27, 2014), pet. denied, 649 F. 
9eeum 213 &6i] < ĝ+ /-.3'; Publication or Submission of Quotations Without Specified 
Information, Exchange Act Release No. 89891, 2020 WL 5763379, at *2 (Sept. 16, 2020). 
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to be alert to the possibility of an illegal, unregistered distribution of lower-priced stock and that 
customers might attempt to mislead them regarding the legality of a sale.4

A. Scottsdale, its Affiliated Entities, and its Procedures 

1. Scottsdale  

Hurry founded LXdiihYVaZ+  LXdiihYVaZuh hdaZ Zfj în h]VgZ]daYZg ĥ V ]daY ĉ\ XdbeVcn) 
Scottsdale Capital Advisors Holding LLC, which is in turn owned by a family trust for which 
Hurry and his wife are the trustees and the beneficiaries.  In addition to his ownership interest in 
Scottsdale, Hurry is registered with the firm in several capacities.  Between December 2013 and 
June 2014, the relevant period here, Hurry served as a director of Scottsdale but it is undisputed 
that he had limited day-to-day involvement with the firm. 

During the relevant period, Cruz was LXdiihYVaZuh president, chief legal counsel, and 
assistant corporate secretary.  Cruz stepped down as president of Scottsdale in 2015.  He 
XjggZcian hZgkZh Vh i]Z \ZcZgVa XdjchZa d[ LXdiihYVaZuh ]daY ĉ\ XdbeVcn+  Cruz drafted the 
procedures that Scottsdale used to review deposits for compliance with Securities Act Section 5 
and, during the relevant period, he supervised the deposit due diligence process. 

DiBlasi is LXdiihYVaZuh <] Ẑ[ <dbeâ VcXZ H[[ X̂Zg &rCCOs) and has been since October 
2013.  According to his uncontested testimony, DiBlasi was responsible during the relevant 
period for coordinating the process for updating Scottsdaleuh general WSPs, overseeing the filing 
of updates and revisions to Forms BD and Forms U4, surveilling email, policy and procedure 
testing, and maintaining the f ĝbuh 9ci  ̂FdcZn EVjcYZg ĉ\ &rAMLs) program.  Notably, he did 
not oversee compliance related to stock deposits and ensuring that the deposits met the 
requirements of Section 5.  Because Section 5 compliance involved specialized expertise outside 
d[ =^;aVh ûh training and experience, Scottsdale placed the responsibility for Section 5 
compliance during the relevant period with Cruz, Scottsdaleuh president, who is an attorney. 

2. Cayman Securities Clearing and Trading 

?BGK9uh VaaZ\Vi d̂ch ĉ i] ĥ case concern five deposits of securities at Scottsdale made 
through a foreign broker-dealer, Cayman Securities <aZVg ĉ\ VcY MgVY ĉ\) EiY+ &r<VnbVc 
LZXjg î Ẑhs'+  Ajggn [dgbZY <VnbVc LZXjg î Ẑh ĉ ZVgan /-.0.  According to Hurry, he did so 
primarily for tax-related reasons.  Hurry testified that Scottsdaleuh XaZVg ĉ\ Wgd`Zg, Alpine 
LZXjg î Ẑh <dgedgVi d̂c &r9ae ĉZs') which Hurry also indirectly owned, sought to avoid certain 

4 ACAP Fin., Inc., 2013 WL 3864512, at *2; Bloomfield, 2014 WL 768828, at *2; see also 
Transfer Agent Regulations, Exchange Act Release No. 76743, 2015 WL 9311555, at *58 (Dec. 
//) /-.2' &rMhe need to prevent unregistered securities distributions is particularly acute in the 
microcap market, where OTC issuers may not be subject to certain of the Commissionus 
disclosure requirements and there is an increased potential for fraud and abuse because potential 
investors have few, if any, resources for obtaining meaningful disclosure or conducting 
independent research on microcap issuers.s'. 
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tax withholding obligations for sales by foreign persons.  Alpine decided, therefore, to limit its 
business dealings to foreign financial institutions that were qualified intermediaries and had thus 
agreed to take on these tax withholding obligations.  Hurry established Cayman Securities to be 
the conduit through which Scottsdale (and subsequently Alpine) would receive securities 
deposits from foreign persons.  After Hurry formed Cayman Securities, it went through the 
process of becoming a qualified intermediary with the IRS, which included retaining KPMG to 
assist with the mandatory qualified intermediary audit process.  Hurry testified that another 
reason he created Cayman Securities was that its location in the Cayman Islands allowed the 
income generated by the firm to be tax deferred until it was repatriated into the United States. 

In late 2013, Hurry hired Greg Ruzicka, an attorney who had done legal work for Hurry 
but who had no securities industry experience, to run Cayman Securitiesu YVn-to-day operations. 
Bc ZVgan /-.1) Ajggn ] ĝZY Vc ZmeZg ẐcXZY gZk ẐlZg [gdb LXdiihYVaZ) <gV \̂ =uFjgV) id ]Zae 
Ruzicka review deposits at Cayman Securities.  =uFjgV gZh \̂cZY V[iZg dcan h m̂ lZZ`h dc i]Z _dW, 
but he was at Cayman Securities at the time most of the deposits at issue were made.      

3. <BMQQPC@JDVP ;DSHDT 9OMBDPP

Because ScoiihYVaZuh eg ĉX êVa Wjh ĉZhh ĥ liquidating microcap securities, much of its 
work involves reviewing deposits of securities to determine if they can be resold consistent with 
the registration requirements of Securities Act Section 5.  The vast majoriin d[ LXdiihYVaZuh 
depositors claim that their securities can be resold without registration under Securities Act Rule 
144.  For this reason, Scottsdale has V YZY X̂ViZY rKjaZ .11 iZVbs i]Vi gZk Ẑls potential deposits.  

During the relevant period, Henry Diekmann led the Rule 144 team and reported directly 
to Cruz.  The entire team consisted of approximately five or six individualsqseveral of whom 
were lawyersqor about one third of ScoiihYVaZuh hiV[[+  Following review by the Rule 144 team, 
Cruz personally reviewed and approved deposits from foreign financial institutions, such as 
Cayman Securities, because such deposits were seen as involving a heightened level of risk. 

The Rule 144 team followed processes and procedures Scottsdale adopted, including a 
stand-alone procedures manual Cruz drafted entitled rHM< KZhig X̂iZY LidX`7 =Zedh îh) KZhVaZh 
and Transfers of OTC Securitiess &rLZXi d̂c 2 IgdXZYjgZh FVcjVas'.  The manual was 18 pages 
(not including tables and appendices) and was separate from LXdiihYVaZuh general WSPs.  It 
provided \ZcZgVa \j ŶVcXZ Vh lZaa Vh heZX [̂ X̂ rYjZ Y â̂ \ZcXZ hiZehs  that personnel were to follow 
when reviewing a potential deposit.   

In addition to the Section 5 Procedures Manual, the Rule 144 team used other forms and 
checklists to assist in the review process.  It used a Deposited Securities Checklist to document 
the due diligence steps taken during the review, and clients were asked to complete and sign the 
Deposited Securities Request and Securities Deposit Agreement for each deposit.  In addition, 
Scottsdale required the beneficial owner of the securities to sign a Beneficial Ownership 
DeclVgVi d̂c i]Vi ViiZhiZY i]Vi i]Z dlcZg lVh ri]Z ZmXajh k̂Z WZcZ[ X̂ V̂a dlcZg d[ i]Z LZXjg îns VcY 

i]Vi rGd di]Zg eZghdc dg Zci în l]VihdZkZg ]Vh Vcn g \̂]i) i îaZ) dg ĉiZgZhi) aZ\Va) Zfj îVWaZ) 
Xdci ĉ\Zci dg di]Zgl ĥZ) ĉ dg id i]Z LZXjg în+s  The Beneficial Ownership Declaration form also 
included check boxes to determine whether the beneficial owner was an affiliate of the issuer and 
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Vh`ZY i]Z dlcZg id rYZhXg ŴZ i]Z YZiV âhs of his or her acquisition of the securities, including 
when they were acquired and whether they were acquired from someone who may be an affiliate. 

Generally, before approving a deposit of securities at Scottsdale, a Rule 144 team 
member would conduct due diligence by following the Deposited Securities Checklist and 
gathering relevant information into Due Diligence Packages for each deposit.  This information 
included documents evidencing the origin and transfer history of the shares; legal opinions; the 
Beneficial Ownership Declaration; search results from the Commissionuh website and ?BGK9uh 
OFAC5 Search Tool; and internet searches on the individuals and entities in the chain of custody.  
The reviewer also looked for recent promotional activity related to the shares to be deposited.   

For deposits from foreign financial institutions, Cruz reviewed the Due Diligence 
Packages after the Rule 144 team bZbWZguh gZk Ẑl+  AZ ldjaY ask follow-up questions of the 
team member before deciding to approve or reject the deposit, and the reviewer might have 
follow-up questions and requests for additional information from the sellers.  Scottsdale rejected 
approximately 46% of the deposit requests it received from Cayman Securities.      

B. The Relevant Deposits 

This appeal involves five deposits of approximately 83 million total shares of three 
microcap issuers:  one deposit on February 7, 2014 of 20 million shares and two deposits on 
March 12, 2014 of 20 million shares each of Neuro-Hitech, Inc. (rNHPIs); a deposit on February 
6, 2014 of 9.318 million shares of Voip-Pal.com (rVPLMs); and a deposit on June 5, 2014 of 
13.28 million shares of Orofino Gold Corporation (rORFGs).  There is no evidence that Hurry 
was involved in approving or facilitating any of the five deposits.  The depositors all claimed that 
subsequent sales were exempt from Section 2uh gZ\ ĥigVi d̂c gZfj ĝZbZci jcYZg Section 4(a)(1) 
because they fell within the safe harbor provided by Rule 144.  

1. NHPI 

According to company disclosures, NHPI has been in the business of developing and 
marketing pharmaceuticals, including a drug that completed a Phase II FDA clinical trial, since 
2006.  More recently, NHPI expanded its business lines to include oil and gas exploration.  NHPI 
was previously registered with the Commission and filed reports with the Commission between 
June 2005 and August 2009.  During the relevant period it was not filing reports with the 
Commission and was traded on the OTC Pink market.   

The NHPI shares relevant to this case began as a convertible note dated May 1, 2012 
between Thomas Collins and NHPI for $10,000 for consulting services Collins had provided the 
company.  The note was due on July 1, 2012.  Nedc GAIBuh YZ[Vjai) <daâ ch ]VY i]Z g \̂]i id 
obtain (based on a conversion price of $0.0001 per share) up to 100 million shares of NHPI.  
Collins subsequently exercised his right to 90 million shares in November 2013. 

5   FINRA offers an automated method of searching the U.S. =ZeVgibZci d[ MgZVhjgnuh H[[ X̂Z 
of Asset Control Sanction Program Listing of persons and organizations subject to sanctions, 
embargos, and other restrictions. 
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In the fall of 2013, Collins received loans in the form of three convertible notes of 
$50,000 each from Sky Walker, Inc., Ireland Offshore Securities, and Swiss National Securities, 
with Collins giving each a pledge of 20 million NHPI shares as collateral (reflecting a 
conversion price of $0.0025 per share).  Collins subsequently defaulted on the notes and 20 
million shares each of NHPI were thereafter transferred to Sky Walker, Ireland Offshore 
Securities, and Swiss National Securities to satisfy his obligation.6

Sky Walker, Ireland Offshore Securities, and Swiss National Securities were all 
customers of Unicorn BciZgcVi d̂cVa LZXjg î Ẑh) EE< &rNc X̂dgcs', a foreign financial institution 
located in Belize.  After Cayman Securities asked to deposit the NHPI shares on behalf of 
Unicorn and its customers with Scottsdale, Scottsdale went through its due diligence process and 
obtained relevant documentation and legal opinions regarding the origin of the shares and their 
owners.  The beneficial ownership declarations identified L`n PVà Zguh egZh ŶZci Vh i]Z 
WZcZ[ X̂ V̂a dlcZg d[ L`n PVà Zguh h]VgZh) BgZaVcY H[[h]dgZ LZXjg î Ẑhu Xdcigda eZghdc as the 
beneficial owner of Ireland Offshore Securitiesu shVgZh) VcY Ll ĥh GVi d̂cVa LZXjg î Ẑhu egZh ŶZci 

Vh i]Z WZcZ[ X̂ V̂a dlcZg d[ Ll ĥh GVi d̂cVa LZXjg î Ẑhu h]VgZh+  9[iZg gZXZ k̂ ĉ\ VeegdkVa [dg i]Z 
deposits from Scottsdale, the shares were deposited on February 7, 2014, and March 12, 2014.  
Between February 26, 2014, and May 7, 2014, Scottsdale sold all 60 million shares of NHPI that 
had been deposited, with the sellers receiving $264,711.70 in net proceeds and Scottsdale 
earning $4,727.68 in commissions on the sales. 

2. VPLM 

According to company disclosures, VPLM provides Voice-over-Internet-Protocol 
&rOdBIs' hZgk X̂Zh VcY ]Vh a variety of VoIP patent applications.  During the relevant period, its 
shares traded on the OTC Pink market, and it currently trades on OTCQB.  As of July 2012, 
Locksmith Financial, a cobeVcn dlcZY Wn OIEFuh [dgbZg <>H K X̂]VgY D êe ĉ\) ]VY 

outstanding loans to VPLM totaling $58,636.  In August 2013, VPLM and Locksmith 
memorialized an agreement id hZiiaZ OIEFuh YZWi ĉ ZmX]Vcge for Locksmith receiving 29.32 
million shares of VPLM.  On August 23, 2013, Locksmith sold those shares to VHB 
International for $0.008186 per share.  

VHB International was a customer of Montage Securities, a foreign financial institution 
based in Panama.  Montage Securities sought to deposit 9.318 million shares of VPLM on behalf 

6   There is some dispute between the parties regarding the dates of certain documents relevant 
to the transfer of the NHPI shares from Collins to the three note holders.  Collins exercised his 
option to receive NHPI shares in a conversion agreement dated November 15, 2013.  The three 
promissory notes and stock pledge agreements between Collins and Sky Walker, Ireland 
Offshore Securities, and Swiss National Securities were dated September 1, 2013.  For each 
transaction there was a Note Satisfaction Agreement dated September 16, 2013, approximately 
two months before Collins defaulted and before he obtained the NHPI shares.  The evidence in 
the record shows that the shares were transferred from Collins to the note holders in late 
November.  For this reason, Applicants contend that the date on the note satisfaction agreements 
was a typographical errorqthat it should have read November 16, 2013.  
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of VHB International with Scottsdale through Cayman Securities.  Scottsdale conducted due 
diligence on the deposit, ĉXajY^c\ ŶZci [̂n ĉ\ O X̂idg Aj\d ;gZiZa Vh i]Z h]VgZhu WZcZ[ X̂ V̂a 
owner.  Because Bretel had previously made deposits with Scottsdale, it already had a copy of 
his Bolivian passport.  After Scottsdaleuh VeegdkVa, the shares were deposited on February 6, 
2014.  Scottsdale sold 7.81 million shares between February 20, 2014, and June 6, 2014, with net 
proceeds to VHB International of $1.4 million and commissions to Scottsdale of $22,172.92. 

3. ORFG 

According to company disclosures, ORFG entered the mining industry in 2009.7  ORFG 
was previously registered with the Commission and made several periodic filings between July 
2008 and April 2013, when it terminated its registration and status as a reporting company under 
the Exchange Act.  During the relevant period, ORFG traded on the OTC Pink market. 

The ORFG shares at issue here originated from a $600,000 convertible note between 
Casey Forward and ORFG dated September 1, 2012.  The note had a maturity date of June 1, 
2013, and contained a conversion option that expired in September 2013, which allowed 
Forward to convert the debt into ORFG stock at $0.0025 per share.  In January 2014qafter the 
note came due and the conversion option had expiredqForward entered into an agreement with 
Anything Media in which he assigned the company a $50,000 portion of his note in exchange for 
20,000 shares of Preferred B stock of Anything Media.  As part of the deal, ORGF agreed to 
modify to the terms of the note to provide a lower interest rate and a right of conversion at either 
(i) a 55% discount from the lowest trade price in the 120 days before the exercise of the 
conversion or (ii) a mutually agreeable price.  In April 2014, Anything Media exercised its 
conversion option as to a $9,000 portion of the note and sold the resulting 15 million shares of 
ORGF to Media Central Corporation, a Belizean company, for $0.005 per share.   

Media Central was a customer of Unicorn, which sought to deposit 13.28 million shares 
with Scottsdale through Cayman Securities.  Scottsdale conducted due diligence on the deposit 
and identified Geovanni Moh as the beneficial owner of the ORFG shares.  As part of its due 
diligence, Scottsdale noticed that promotional activity for ORFG had been conducted by a 
company in Florida with a similar name to Media Central.  Given the similarity between the 
names of the two companies, Scottsdale engaged in additional due diligence to assure itself that 
they were not the same or affiliated companies.  It obtained a new legal opinion on this issue 
from a different attorney, a passport and utility bill from Moh in Belize, and other information.  
Scottsdale approved the deposit, which was made on June 5, 2014.  Between June 11, 2014 and 
June 30, 20144, Scottsdale sold 6.4 million of the ORFG shares that Media Central deposited, 
resulting in net proceeds of $91,408.43 and $1,911.07 in commissions for Scottsdale.    

C. Procedural History 

On May 15, 2015) ?BGK9uh Department of Enforcement &r>c[dgXZbZcis' filed a 
Complaint against Applicants alleging three causes of action.  The First Cause of Action alleged 
i]Vi LXdiihYVaZ k d̂aViZY ?BGK9 KjaZ /-.- rWn Zc\V\ ĉ\ VcY eVgi X̂ êVi ĉ\s ĉ i]Z hVaZ d[ 

7   In 2014, after the relevant period, the company changed its name to Bakken Energy Corp. 
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rjcgZ\ ĥiZgZY hZXjg î Ẑh igVchVXi d̂ch cdi hjW_ZXi id Vc ZmZbei d̂c [gdb i]Z gZ\ ĥigVi d̂c 
gZfj ĝZbZcihsqspecifically the sale of shares of NHPI, VPLM, and ORFGq ĉ rcontravention 
d[ LZXi d̂c 2+s  The First Cause of Action further alleged that Hurry violated FINRA Rule 2010 
rWn WZ ĉ\ V cZXZhhVgn eVgi X̂ êVci VcY hjWhiVci V̂a [VXidg ĉ i]Z [dgZ\d ĉ\ hVaZh d[ jcgZ\istered 
securities transactionss ĉ rcontravention o[ LZXi d̂c 2+s  M]Z LZXdcY <VjhZ d[ 9Xi d̂c VaaZ\ZY 
that Scottsdale and DiBlasi violated NASD Rule 3010 VcY ?BGK9 KjaZ /-.- Wn [V â̂ c\ rid 
establish and maintain a supervisory system, including WSPs, reasonably designed to achieve 
compliance with Section 5 fdg hVaZh d[ b X̂gdXVe hidX`h+s  The Third Cause of Action alleged that 
Scottsdale and Cruz violated NASD Rule 3010 and FINRA Rule 2010 by [V â̂ c\ rid XdcYjXi 
reasonable inquiriess into the sales of the microcap stocks that allegedly violated Section 5.   

After a 12-day hearing that included testimony from multiple fact witnesses as well as an 
expert witness from each side, a Hearing Panel found that Applicants engaged in the violations 
alleged in the Complaint.  The Hearing Panel fined Scottsdale $1.5 million; barred Hurry from 
associating with any FINRA member firm in any capacity and assessedqbut in light of the bar 
did not imposeqa $100,000 fine; and suspended DiBlasi and Cruz from associating with any 
FINRA member firm in any capacity for two years and fined them each $50,000.  

Upon 9eeâ XVcihu appeal, ?BGK9uh GVi d̂cVa 9Y_jY X̂Vidgn <djcX â &rNACs' affirmed 
most of i]Z AZVg ĉ\ IVcZauh [ ĉY ĉ\h of violations.  P î] gZ\VgY id Ajggnuh â VW â^in) Vai]dj\] i]Z 
AZVg ĉ\ IVcZa ]VY [djcY i]Vi Ajggn lVh V rcZXZhhVgn eVgi X̂ êVci VcY hjWhiVci V̂a [VXidgs ̂ c i]Z 
unregistered sale of securities in violation of Section 5) i]Z G9< YZiZgb ĉZY i]Vi Ajggnuh 
conduct was unethical ucYZg ?BGK9 KjaZ /-.- rgZ\VgYaZhh d[ l]Zi]Zg Ajggn lVh V cZXZhhVgn 

eVgi X̂ êVci VcY hjWhiVci V̂a [VXidg ĉ i]Z jcaVl[ja hVaZh d[ GAIB) OIEF) VcY HK?@+s   The NAC 
V[[ ĝbZY i]Z AZVg ĉ\ IVcZauh ̂bedh î d̂c d[ hVcXi d̂ch+

Applicants appealed to the Commission, and Ajggn bdkZY id hiVn ?BGK9uh WVg V\V ĉhi 

him pending his appeal.  Hurry argued that the NAC premised his violations dc rV cZl) edhi ]dX 
i]Zdgn d[ â VW â în+s  Ajggnuh bdi d̂c id stay the bar was granted on the ground that Hurry had rat 
aZVhi gV ĥZY hZg d̂jh aZ\Va fjZhi d̂ch VWdji i]Z G9<uh [ ĉY ĉ\h+s8

II. Analysis 

In reviewing FINRAuh disciplinary action, we must determine whether Applicants 
engaged in the conduct FINRA found, whether that conduct violated the statutory provisions or 
ruaZh heZX [̂ ẐY ĉ ?BGK9uh YZiZgb ĉVi d̂c) VcY l]Zi]Zg i]dhZ provisions and rules are, and were 
applied in a manner, consistent with the purposes of the Exchange Act.9  We base our findings 
on an independent review of the record and apply a preponderance of the evidence standard.10

8 Scottsdale Capital Advisors Corp., et al., Exchange Act Release No. 83783, 2018 WL 
3738189, at *4 (Aug. 6, 2018) (Order Granting Stay). 

9   15 U.S.C. § 78s(e)(1). 

10 See Richard G. Cody, Exchange Act Release No. 64565, 2011 WL 2098202, at *1, 9 (May 
27, 2011), DII\G, 693 F.3d 251 (1st Cir. 2012). 
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A. First Cause of Action: Alleged Violations of Securities Act Section 5 

1. FINRA has the authority to discipline its members and their associated 
persons for violations of Section 5 of the Securities Act. 

As a threshold matter, Applicants argue that r?BGK9 YdZh cdi ]VkZ i]Z hiVijidgn 
authority to administer discipline with respect to the Securities Act, including Section 5.s  But 
we have gZeZViZYan ]ZaY i]Vi V rbroker violates [FINRA] Rule 2010 . . . by engaging in the 
unregistered offer and sale of securities without an exemption from registration in violation of 
Section 5.s11  As we recently explained, a violation of Rule 2010, which requires members to 
dWhZgkZ r] \̂] hiVcYVgYh d[ XdbbZgX V̂a ]dcdg VcY _jhi Vcd equitable principles of trade,s may be 
rbased on any conduct, not simply conduct that violates the Exchange Act+s12  Thus, a violation 
of Section 2 Wn V eZghdc jcYZg ?BGK9uh _jg ĥY X̂i d̂c Vahd k d̂aViZh KjaZ /-.- WZXVjhZ i]Z gjaZ 
rtappropriately encompasses the myriad types of misconduct that may injure public investors 
VcY i]Z bVg`ZieaVXZ)u such as sales of unregistered securities without an exemption from 
registration+s13  Accordingly, we reject Applicantsu contention that FINRA lacks the authority to 
discipline its members and their associated persons for violations of Section 5. 

2. 147;,VP EHLCHLF that Hurry violated FINRA Rule 2010 must be set aside. 

>c[dgXZbZciuh Complaint charged Hurry with violating Section 5 and thereby FINRA 
Rule 2010, but the NAC did not find that Hurry violated Section 5.  Indeed, FINRA concedes in 
i] ĥ VeeZVa i]Vi Ajggnuh XdcYjXi lVh rcdi V Y ĝZXi k d̂aVi d̂c d[ LZXi d̂c 2 d[ i]Z LZXjg î Ẑh 9Xi+s  

Rather than a violation of Section 5, t]Z G9< [djcY i]Vi rAjggnuh XgZVi d̂c) bVcV\ZbZci) VcY 
control of Cayman Securities was unethical conduct that violated FINRA Rule 2010 because 
Cayman Securities operated to insulate Scottsdale CapitVa 9Yk ĥdgh [gdb gZ\jaVidgn hXgji ĉn+s  
Because we agree with Hurry that i]Z G9<uh i]Zdgn d[ â VW â în lVh [jcYVbZciVaan Y [̂[ZgZci i]Vc 

the one FINRA pursued throughout its proceedings, and that it was unfair for the NAC to impose 
liability on him under the circumstances, we set aside ?BGK9uh [ ĉY ĉ\ of liability and the 
resulting sanction with respect to Hurry.14

11 Merrimac Corp. Sec., Inc., Exchange Act Release No. 10662, 2019 WL 3216542, at *6 
(July 17, 2019); see also KCD Financial Inc., Exchange Act Release No. 80340, 2017 WL 
1163328, at *4 (Mar. 29, 2017) (collecting authorities); Fuad Ahmed & Success Trade Sec., Inc., 
Exchange Act Release No. 81759, 2017 WL 4335036, at *18 (Seei+ /5) /-.4' &rBecause 
Respondents violated Section 5, they also violated FINRA Rule 2010.s'. 

12 KCD Financial Inc., 2017 WL 1163328, at *4. 

13 Id. (quoting Protective Grp. Sec. Corp., Exchange Act Release No. 34547, 1994 WL 
455492, at *6 (Aug. 18, 1994)). 

14 ;ZXVjhZ lZ hZi Vh ŶZ Ajggnuh â VW â^in l î] gZheZXi id ] ĥ XdcYjXi Vi <VnbVc LZXjg î Ẑh) 
9eeâ XVcihu bdi d̂c [dg aZVkZ id VYYjXZ VYY î d̂cVa Zk ŶZcXZ gZaViZY id @gZ\ Kjo X̂`V ĥ bddi+
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The Exchange Act requires FINRA to rWg ĉ\ heZX [̂ X̂ X]Vg\Zh,s rcdi [̂ns i]Z gZhedcYZci 
of the charges, and give the respondent rVc deedgijc în id YZ[ZcY V\V ĉhis the charges.15

9ai]dj\] rV Xomplaint need not specify all details regarding a case against a respondent)s ĉ 

dgYZg [dg egdXZZY ĉ\h id WZ [V ĝ V gZhedcYZci h]djaY rtjcYZghiTVcUY i]Z ĥhjZu VcY tTWZU afforded 
[jaa deedgijc înu id _jhi [̂n îh XdcYjXi Yjg ĉ\ i]Z XdjghZ d[ i]Z â i \̂Vi^dc+s16  As a result, we have 
consistently set aside findings of violations based on uncharged theories of liability.17

The only charge against Hurry ĉ ?BGK9uh <dbeaV ĉi came under the First Cause of 
9Xi d̂c) l] X̂] lVh i îaZY rNcgZ\ ĥiZgZY LZXjg î ẐhqLVaZh H[+s  The specific allegations against 
Hurry in the CdbeaV ĉi lZgZ i]Vi ] ĥ XdcYjXi bVYZ ]^b V rcZXZhhVgn eVgi X̂ êVci VcY hjWhiVci V̂a 
[VXidgs ̂ c LXdiihYVaZuh VaaZ\ZYan k d̂aVi k̂Z unregistered sales of securities and thus liable himself 
for violating Section 5.  Nowhere in the Complaint did FINRA suggest that Ajggnuh XdcYjXi 
independently violated Rule 2010 separate from a Section 5 violation.  

Before the Hearing Panelqin its pre- and post-hearing briefs as well as during the 
hearingqEnforcement consistently prosecuted its case against Hurry as an alleged violation of 
Section 5.  Prior to the hearing, Hurry moved for summary disposition of the charges against him 
on the basis that the undisputed evidence showed that he was not a necessary participant or 
substantial factor in the subject transactions.  Enforcement countered that î XdjaY regdkZ i]Vi 

Hurry was a necessary participant and substantial factor in the microcap stock liquidations at 
ĥhjZs VcY i]Vi r\Zcj ĉZ ĥhjZh d[ bViZg V̂a [VXi gZ\VgY ĉ\ Ajggnuh gdaZ ĉ i]Z â fj ŶVi^dch 
egZXajYZ hjbbVgn Y ĥedh î d̂c+s  The Hearing Officer agreed with Enforcement and denied 
Ajggnuh bdi d̂c on the ground i]Vi rAjggnuh aZkZa d[ ĉkdakZbZcis lVh ̂ c Y ĥejiZ+

At the hearing, Enforcement continued to argue that Hurry was a necessary participant 
and substantial factor in the alleged violations and urged the panel id [ ĉY Ajggn râ VWaZ jcYZg 
LZXi d̂c 2+s  But neither witness testimony nor documentary evidence showed that Hurry had any 
involvement in the transactions that FINRA alleged violated Section 5.  As a result, the Hearing 

15   15 U.S.C. § 78o-3(h)(1). 

16 Wanda P. Sears, Exchange Act Release No. 58075, 2008 WL 2597567, at *3 (July 1, 2008) 
(quoting Aloha Airlines, Inc. v. CAB, 598 F.2d 250, 262 (D.C. Cir. 1979)).  

17 Sears, 2008 WL 2597567, at *3-1 &hZii ĉ\ Vh ŶZ ?BGK9uh [ ĉY ĉ\ i]Vi Veeâ XVci bVYZ 

jcVji]dg ôZY igVYZh ĉ XZgiV ĉ XjhidbZghu VXXdjcih WZXVjhZ i]Z XdbeaV ĉi Y Ŷ cdi ĉXajYZ 
VaaZ\Vi d̂ch d[ jcVji]dg ôZY igVYZh ĉ i]dhZ VXXdjcih VcY i]jh i]Z gZhedcYZci raVX`ZY VYZfuate 
cdi X̂Zs i]Vi hjX] igVYZh ldjaY WZ V WVh ĥ [dg â VW â în'8 Paulson Inv. Co., Inc., Exchange Act 
KZaZVhZ Gd+ .63-0) .650 PE 0/.65) Vi (1 &FVg+ .3) .650' &hZii ĉ\ Vh ŶZ G9L=uh [ ĉY ĉ\h d[ 

k d̂aVi d̂ch l]ZgZ i]Z rXdbeaV ĉi Y Ŷ cdi X]Vg\Z Veeâ XVcih l î] Vcn d[ i]ZhZ YZ[ X̂ ẐcX Ẑhs VcY i]Z 
<dbb ĥh d̂c lVh rjcVWaZ id XdcXajYZ i]Vi Veeâ XVcih lZgZ hjWhZfjZcian \ k̂Zc VYZfjViZ cdi X̂Z d[ 
i]ZhZ VYY î d̂cVa VaaZ\Vi d̂ch) dg V egdeZg deedgijc în id YZ[ZcY i]ZbhZakZh V\V ĉhi i]Zbs'+  See 
also James W. Browne, Exchange Act Release No. 58916, 2008 WL 4826020, at *10-11 (Nov. 7, 
/--5' &hZii ĉ\ Vh ŶZ G9L=uh [ ĉY ĉ\ d[ k d̂aVi d̂c l]ZgZ i]Z XdbeaV ĉiuh i]Zdgn d[ â VW â în lVh 
ĉXdch ĥiZci l î] i]Z Zk ŶZcXZ VcY i]jh i]Z <dbb ĥh d̂c XdjaY rcdi `cdl ]dl Ti]Z Veeâ XVciuhU 
defense of the [charge in the complaint] might have changed or been augmented if Enforcement 
]VY \ k̂Zc T]^bU cdi X̂Z l î] bdgZ heZX [̂ X̂ X]Vg\Zhs d[ îh i]Zdgn d[ â VW â în). 
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Panel questioned whether ri]Z tcZXZhhVgn eVgi X̂ êVci,hjWhiVci V̂a [VXidgu iZhi TlVhU Veegdeg V̂iZ 
here+s  Nevertheless, it XdcXajYZY i]Vi rAjggn lVh V cZXZhhVgn eVgi X̂ êVci VcY V hjWhiVctial factor 
ĉ i]Z igVchVXi d̂ch+s  In the appeal before the NAC, Enforcement continued to argue that Hurry 
was a necessary participant and substantial factor and that this rendered him liable.  

In its decision, however, the NAC did not rely on the theory that Hurry violated Rule 
2010 because he was a necessary participant and substantial factor in a Section 5 violation.  
BchiZVY) i]Z G9< ZmVb ĉZY l]Zi]Zg Ajggnuh XdcYjXi ĉ ZhiVWâ h] ĉ\ VcY bVcV\ ĉ\ <VnbVc 
LZXjg î Ẑh rlVh jcZi] X̂Va, regardless of whether Hurry was a necessary participant and 
hjWhiVci V̂a [VXidg ĉ i]Z jcaVl[ja hVaZh d[ GAIB) OIEF) VcY HK?@+s  ? ĉY ĉ\ i]Vi ] ĥ XdcYjXi 
lVh rjcZi] X̂Va)s i]Z G9< XdcXajYZY i]Vi Ajggn k d̂aViZY KjaZ /-.-+  

But this theory of Ajggnuh Rule 2010 liabilityquntethered from any alleged violation of 
Section 5qwas first articulated in i]Z G9<uh decision.  Under the circumstances, Hurry was 
deprived of a fair opportunity to rebut the theory under which he was held liable, including 
through the development of the factual record during the hearing.   

FINRA attempts to justify its liability finding by arguing that it charged Hurry with a 
violation of Rule 2010 and not a violation of Section 5.  Although it is true that Hurryuh alleged 
liability in this proceeding was based on a violation of Rule 2010, it is also true that throughout 
the proceedings FINRA alleged that Hurry had violated Rule 2010 because he had violated 
Section 5.  P]Zi]Zg Ajggnuh XdcYjXi ĉYZeZcYZcian k d̂aViZd Rule 2010 outside the context of a 
Section 5 violation is an issue that we decline to address because Hurry was never afforded a 
meaningful opportunity to counter that theory of liability in the proceedings before FINRA.   

?BGK9 Vahd Vg\jZh i]Vi îh rXdbeaV ĉi eji i]Z ĥhjZ d[ Ajggnuh XgZVi d̂c) bVcV\ZbZci) 
VcY Xdcigda d[ <VnbVc LZXjg î Ẑh hfjVgZan ĉ XdciZci d̂c+s  ;ji ĉ i]Z <dbeaV ĉi VcY i]gdj\]dji 

i]Z egdXZZY ĉ\h WZ[dgZ ?BGK9) i]Z XdciZci d̂c lVh ValVnh i]Vi Ajggnuh VXi k̂ îies with Cayman 
Securities made him a necessary participant and substantial factor in a Section 5 violationqnot 
that these activities were an independent basis for a Rule 2010 violation.  Accordingly, the 
finding that Hurry violated Rule 2010 must be set aside because he was not afforded a sufficient 
opportunity to counter the new theory of liability set forth ĉ i]Z G9<uh YZX ĥ d̂c+18

3. FINRAVP EHLCHLF QG@Q Scottsdale violated Section 5 must be set aside. 

M]Z G9< [djcY i]Vi LXdiihYVaZ rk d̂aViZd FINRA Rule 2010 because the Firm acted in 
contravention of Section 5 of the Securities Act and sold millions of shares of unregistered 

18 James L. Owsley, Exchange Act Release No. 32491, 1993 WL 226056, at *3-4 (June 18, 
1993) (seii ĉ\ Vh ŶZ G9L=uh [gVjY [ ĉY ĉ\h l]ZgZ k d̂aVi d̂ch lZgZ cdi rWVhZY dc i]Z VaaZ\Vi d̂ch 
ĉ îh XdbeaV ĉi)s l] X̂] X]Vg\ZY i]Vi Veeâ XVci bVYZ [VahZ gZegZhZciVi d̂ch) Wji dc ĉ[dgbVi d̂c 
Veeâ XVci [V âZY id Y ĥXadhZ) rcdcZ d[ l] X̂] lVh X]Vg\ZY ĉ i]Z XdbeaV ĉi)s because NASD could 
not find liability ron matters that have not been charged and which respondents have not had a 
fair chance to rebut)s eVgi X̂jaVgan l]Zc gZhedcYZcih ]VkZ rZ[[ZXi k̂Zan gZ[jiZYs i]Z X]Vg\Zh ĉ i]Z 
complaint). 
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b X̂gdXVe hZXjg î Ẑh l î]dji i]Z WZcZ[ î d[ V gZ\ ĥigVi d̂c ZmZbei d̂c+s  Specifically, the NAC 
found that Scottsdale failed to establish either (1) i]Vi îh XjhidbZghu gZhVaZh fjVâ [ ẐY [dg i]Z 
Rule 144 safe harbor (and thus the exemption under Section 4(a)(1) of the Securities Act was 
available); or (2) i]Vi LXdiihYVaZuh [VX â̂ iVi d̂c d[ îh XjhidbZghu gZhVaZh fjVâ [ ẐY [dg the 
exemption under Section 4(a)(4) of the Securities Act.  In reaching this conclusion, however, the 
NAC failed to correctly state and apply the appropriate legal standards and thereby failed to 
rXaZVgan explain i]Z WVhZh [dg îh XdcXajh d̂chs in a manner that would allow us to rY ĥX]Vg\Z 

properly our review function.s19  Because of this, we are unable to discern whether FINRA has 
discharged its obligation of establishing a violation for which it can impose sanctions.  
Accordingly, we will set aside the Section 5 liability findings against Scottsdale and the resulting 
Rule 2010 violation. 

a. The governing legal standards  

Securities Act Section 5(a) prohibits the sale of securities through use of the mails or 
interstate commerce unless a registration statement is in effect with respect to the transaction or 
an exemption from registration is available.20  Scottsdale does not dispute that FINRA has made 
a prima facie case of a Section 5 violation because (1) Scottsdale directly or indirectly sold or 
offered to sell securities; (2) through the use of interstate commerce; (3) when no registration 
statement was filed or in effect.21  Once FINRA has established a prima facie violation, 
Scottsdale must show that it is entitled to an exemption from the registration requirements.22

Scottsdale claims two possible exemptions:  (1) i]Vi i]Z XjhidbZghu igVchVXi d̂ch Vi ̂ hhjZ 

were exempt from registration under Section 4(a)(1) because they qualified for the Rule 144 safe 
harbor; and (2) that Scottsdale could claim the exemption under Section 4(a)(4) for its facilitation 
d[ îh XjhidbZghu igVchVXi d̂ch.23  Securities Act Section 4(a)(1) r ĥ ĉiZcYZY id ZmZbei gdji ĉZ 
trading transactions between individual investors with respect to securities already issued and not 
to exempt distributions by issuers or acts of other individuals who engage in steps necessary to 
hjX] Y ĥig Ŵji^dch+s24  It exempts rigVchVXi d̂ch Wn Vcn eZghdc di]Zg i]Vc Vc ĥhjZg) jcYZglg îZg) 
dg YZVaZg+s25 9c rjcYZglg îZgs is dcZ rl]d ]Vh ejgX]VhZY [gdb Vc ̂ hhjZg l î] V k Ẑl id + + + i]Z 
distribution of any security, or participates or has a direct or indirect participation in any such 

19 David B. Tysk , Exchange Act Release No. 80135, 2017 WL 782153, at *2 (March 1, 2017).  

20   15 U.S.C. § 77e(a). 

21 SEC v. Big Apple Consulting USA, Inc., 783 F.3d 786, 806-807 (11th Cir. 2015). 

22 Id. at 807. 

23 See 15 U.S.C. § 77d(a)(1), (a)(4); 17 C.F.R. § 230.144. 

24 Rodney Schoemann, Securities Act Release No. 9076, 2009 WL 3413043, at *7 (Oct. 23, 
2009), DII\G, 398 Fed. Appx. 603 (D.C. Cir. 2010). 

25   15 U.S.C. § 77d(a)(1).   
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jcYZgiV` ĉ\+s26  The Commission has promulgated Securities Act Rule 144, which creates a non-
exclusive safe harbor by identifying certain conditions under which a person will be deemed not 
id WZ Vc rjcYZglg îZgs [dg ejgedhZh d[ LZXi d̂c 1&V'&.'+27  In order to rely on the Rule 144 safe 
harbor, a non-affiliate who acquires from the issuer or an affiliate of the issuer restricted 
securities of an issuer not subject to Exchange Act reporting requirements, and which is not a 
rh]Zaa XdbeVcn)s must, among other requirements, hold the security for at least one year.28  A 
r[V âjgZ id fjVâ [n [dg i]Z KjaZ .14 safe harbor does not automatically prevent a transaction from 
fjVâ [n ĉ\ [dg i]Z WgdVYZg LZXi d̂c 1TVU&.' ZmZbei d̂c+s29

Section 4(a)(4) provides an exemption [dg rWgd`Zghu igVchVXi d̂ch ZmZXjiZY jedc 
XjhidbZghu dgYZgh dc Vcn ZmX]Vc\Z dg ĉ i]Z dkZg-the-counter market but not the solicitation of 
hjX] dgYZgh+s30  A broker-dealer may not rely on the Section 4(a)(4) exemption if, after 
reasonable inquiry, the broker-dealer knows or has reasonable grounds to believe that the selling 
XjhidbZguh eVgi d[ i]Z transaction is not exempt from Section 5 of the Securities Act, such as 
when the customer is an underwriter with respect to the securities or the transaction would be 
part of a distribution of securities of the issuer.31  Accordingly, a broker-dealer must conduct a 
rgZVhdcVWaZ ĉfj ĝns ĉid i]Z [VXih hjggdjcY ĉ\ V egdedhZY jcgZ\ ĥiZgZY hVaZ d[ hZXjg î Ẑh WZ[dgZ 
selling the securities.32  A broker-YZVaZg rtbjhi bV`Z l]ViZkZg ̂ cfj ĝ Ẑh VgZ cZXZhhVgn jcYZg i]Z 
circumstances to determine that the transaction is . + + cdi eVgi d[ Vc jcaVl[ja Y ĥig Ŵji^dc+us33

rM]Z Vbdjci d[ ĉfj ĝn XVaaZY [dg cZXZhhVg ân kVg Ẑh l î] i]Z X ĝXjbhiVcXZh d[ eVgi X̂jaVg 
XVhZh+s34  A rhZVgX] ĉ\ ĉfj ĝn ĥ XVaaZY [dgs l]Zc V Wgd`Zg-dealer encounters facts or 

26   15 U.S.C. § 77b(a)(11).  ?dg ejgedhZh d[ i]Z YZ[ ĉ î d̂c d[ i]Z iZgb rjcYZglg îZgs ĉ .2 

N+L+<+ p 44W&V'&..') Vc r ĥhjZgs Vahd ĉXajYZh rVcn eZghdc Y ĝZXian dg ĉY ĝZXian Xdcigdaâ c\ dg 
controlled by the issuer, or any person under direct or indirect common control with the issuer.s  

27 See Preliminary Note to Rule 144, 17 C.F.R. § 230.144. 

28 See 17 C.F.R. § 230.144(a)(3)(i), (b)(1)(i), (d)(1)(i), (i). 

29 SEC v. Platforms Wireless Corp., 617 F.3d 1072, 1090 (9th Cir. 2010). 

30   15 U.S.C. § 77d(a)(4).  The exemption is only available to the broker and does not extend 
to the customer, who would need to have her own exemption.  See Rule 154, Securities Act 
Release No. 4818, 1966 WL 85228, at *2 (Jan. 21, 1966).   

31 See Wonsover v. SEC, 205 F.3d 408, 415 (D.C. Cir. 2000).  

32 World Trade Fin. Corp. v. SEC, 739 F.3d 1243, 1248 (9th Cir. 2014) &rT9U Wgd`Zg ĥ cdi 
bZgZan Vc tdgYZg iV`Zg)u VcY bjhi XdcYjXi V gZVhdcVWaZ ĉfj ĝn ĉid i]Z X ĝXjbhiVcXZh 
surrounding the transaction before the broker may claim the protection of the . . + ZmZbei d̂c+s'8 

accord Wonsover, 205 F.3d at 415; Midas Secs., LLC, Exchange Act Release No. 66200, 2012 
WL 169138, at *11 (Jan. 20, 2012).  

33 World Trade Fin. Corp, 739 F.3d at 1249 (quoting Robert G. Leigh, Exchange Act Release 
No. 27667, 1990 WL 1104369, at *4 (Feb. 1, 1990)). 

34 Wonsover, 205 F.3d at 415 (quoting Distribution by Broker-Dealers of Unregistered 
Securities, Exchange Act Release No. 6721, 1962 WL 69442, at *2 (Feb. 2, 1962)). 
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circumstances i]Vi rraise a question as to whether or not the ostensible sellers may be merely 
intermediaries for controlling persons or statutory underwriters+s35

b. FINRA incorrectly applied the legal standards. 

We find the NAC incorrectly applied these legal standards.  The NAC conflated the 
analysis under Section 4(a)(1) and Rule 144 with the analysis under Section 4(a)(4).  The NAC 
stated that Scottsdale r[V âZY id XdcYjXi V hZVgX] ĉ\ ĉfj ĝn i]Vi ĥ gZfj ĝZY jcYZg KjaZ .11 VcY 
LZXi d̂c 1&V'&1's VcY i]Vi rVh V XdchZfjZcXZ  . . . the Firm is unable to satisfy its burden of proof 
for the more technical aspects of Rule 144.s  But contrary to what the NAC stated, whether the 
sales satisfied i]Z riZX]c X̂Vas gZfj ĝZbZcih d[ KjaZ .11 did not depend on whether a broker-
dealer condjXiZY V rhZVgX] ĉ\ ĉfj ĝn+s rM]Z ejgedhZ d[ KjaZ .11 ĥ id egdk ŶZ dW_ZXi k̂Z Xg îZg V̂ 
for determining that the person selling securities to the public has not acquired the securities 
[gdb i]Z ĥhjZg [dg Y ĥig Ŵji^dc+s36 <dcigVgn id i]Z G9<uh VcVanh ĥ) Scottsdale could have met its 
burden to establish an exemption from registration by showing that its XjhidbZghu hVaZh hVi ĥ[ ẐY 

the Rule 144 safe harbor without regard to the inquiry required under Section 4(a)(4).  

Bc îh Wg Ẑ[) ?BGK9 ViiZbeih id _jhi [̂n i]Z G9<uh Xdc[aVi d̂c d[ i]Z KjaZ .11 VcY LZXi d̂c 
4(a)(4) standards by noting that Rule 144(f) and (g) reference Section 4(a)(4) and the reasonable 
inquiry requirement.  But i]Z G9<uh YZX ĥ d̂c Y Ŷ cdi gZ[ZgZcXZ hjWhZXtions (f) and (g) of Rule 
144.  And Rule 144(f) and (g) are inapplicable to sales by non-affiliates of the issuer and the 
execution of customer orders in furtherance of those sales, respectively.37  Although the 
applicability of the Rule 144 exemption may depend on whether the broker-dealer after 
gZVhdcVWaZ ĉfj ĝn ĥ VlVgZ d[ X ĝXjbhiVcXZh ĉY X̂Vi ĉ\ i]Vi i]Z hZaâ c\ XjhidbZguh eVgi d[ i]Z 
transaction is not exempt from Section 5 of the Securities Act, this is the case only where the 
customers are affiliates.  Scottsdale submitted evidence, such as the beneficial ownership 
declarations, that its customers were not affiliates.  The NAC did not explain the relevance of the 
reasonable inquiry or searching inquiry requirement to the Rule 144 analysis in light of this 
evidence.  Instead, the NAC appeared to hold that the lack of a searching inquiry by Scottsdale 
lVh ̂ ihZa[ hj[[ X̂ Ẑci id h]dl i]Vi LXdiihYVaZuh XjhidbZgh lZgZ cdi cdc-affiliates of the issuersq
again confusing the Rule 144 and Section 4(a)(4) analyses.   

We have recognized, citing Exchange Act Section 15A(h)(1), i]Vi ?BGK9uh 
rYZiZgb ĉVi d̂c id ^bedhZ V Y ĥX êâ cVgn hVcXi d̂c bjhi WZ hjeedgiZY Wn V hiViZbZci hZii ĉ\ [dgi]) 
among other things, the violative act or practice engaged in by the member or person and the 

35 Distribution by Broker-Dealers of Unregistered Securities, 1962 WL 69442, at *1-2; see 
also World Trade Fin., 739 F.3d at 1248 (endorsing this standard); Geiger v. SEC, 363 F.3d 481, 
485 (D.C. Cir. 2004) (same); Kane v. SEC, 842 F.2d 194, 199 (8th Cir. 1988) (same).   

36 Revisions to Rules 144 and 145, Securities Act Release No. 8869, 2007 WL 4270700, at *7 
(Dec. 6, 2007). 

37   17 C.F.R. § 230.144(b).   
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hVcXi d̂c ^bedhZY VcY i]Z gZVhdc i]ZgZ[dgZ+s  38  Accordingly, it is important that FINRA clearly 
explain the basis for its conclusions.  If FINRA fails to do so, applicants are impaired in their 
ability to defend themselves before us.39  Here, Scottsdale could not be expected to defend itself 
WZ[dgZ jh V\V ĉhi ?BGK9uh [ ĉY ĉ\ i]Vi it k d̂aViZY LZXi d̂c 2 ĉ â \]i d[ i]Z G9<uh [aVlZY 
articulation of the standards governing the Rule 144 and Section 4(a)(4) exemptions.40

As a result, we conclude thVi î ĥ Veegdeg V̂iZ id hZi Vh ŶZ ?BGK9uh [ ĉY ĉ\ i]Vi LXdiihYVaZ 

violated Securities Act Section 5.41  In doing so, we make no finding as to whether the sales at 
issue qualified for an exemption from registration.  Rather, we find that due to the manner in 
which FINRA applied the governing legal standards it failed to discharge its duty to fairly and 
adequately explain the basis for the finding that Scottsdale committed a violation.  So, to be 
clear, nothing about this case alters our view about the role broker-dealers should play in 
preventing unregistered distributions or the need to prevent recidivism.42  We have long made 
combating abuses in the microcap market one of our top priorities,43 and we will continue to do 
so.  But, on this record, wZ h^bean XVccdi hjhiV ĉ ?BGK9uh [ ĉY ĉ\ d[ â VW â în+44

B. Second Cause of Action: Alleged Supervisory Violations Related to WSPs  

M]Z G9<us decision found that Scottsdale and DiBlasi violated NASD Rule 3010 and 
FINRA Rule 2010 by failing to establish and maintain supervisory systems, including WSPs, 

38 Donald R. Gates, Exchange Act Release No. 36109, 1995 WL 497444, at *2 (Aug. 16, 
1995) (citing Exchange Act Section 15A(h)(1), 15 U.S.C. 78o-3(h)(1)).   

39 Id.

40 See, e.g., Jonathan Feins, Exchange Act Release No. 37091, 1996 WL 169441, at *2 (Apr. 
10, 1996) &cdi ĉ\ i]Vi WZXVjhZ i]Z <dbb ĥh d̂c lVh rjcVWaZ id Y ĥXZgc [gdb i]Z + + + YZX ĥ d̂c l]n 

the [SROU [djcY k d̂aVi d̂chs î rXVccdi YZiZgb ĉZ [̂ i]Z hVcXiions imposed . . . VgZ _jhi [̂ ẐYs'. 

41   Although we might otherwise have remanded to FINRA for it to clarify its findings, we 
decline to exercise our discretion to do so here given the significant flaws we have identified in 
i]Z Veeâ XVi d̂c d[ aZ\Va hiVcYVgYh VcY ?BGK9uh X]Vc\ ĉ\ i]Zdg Ẑh d[ â Vbility in the case.  See 
Sharemaster, Exchange Act Release No. 83138, 2018 WL 2017542 at *8 n.56 (Apr. 30, 2018) 
&r9ai]dj\] lZ b \̂]i di]Zgl ĥZ ]VkZ gZbVcYZY i]Z bViiZg id ?BGK9 ̂c dgYZg id Vaadl î id 

attempt to provide the explanation . . . we decline to do so here in light of the . . . unique facts 
VcY X ĝXjbhiVcXZh d[ i] ĥ eVgi X̂jaVg egdXZZY ĉ\+s'+

42 See supra notes 3-4 and accompanying text. 

43 Publication or Submission of Quotations Without Specified Information, Exchange Act 
Release No. 41110, 1999 PE 62154) Vi (/ &?ZW+ /2) .666' &hiVi ĉ\ i]Vi i]Z <dbb ĥh d̂c r]Vh 
bVYZ XdbWVi ĉ\ b X̂gdXVe [gVjY dcZ d[ îh ide eg d̂g î Ẑhs'+

44 Cf. In re Smith, 999 F.3d 452, 454 (6th Cir. June 9, 2021) (stating that courts must apply 
i]Z aVl rgZ\VgYaZhh d[ l]Zi]Zg V Xdurt likes the results d[ i]Vi Veeâ XVi d̂c ĉ V eVgi X̂jaVg XVhZs'+
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that were reasonably designed to achieve compliance with Section 5.45  NASD Rule 3010 
egdk ŶZh i]Vi rTZUVX] bZbWZg [ ĝb h]Vaa ZhiVWâ h] VcY bV ĉiV ĉ V hnhiZb id hjeZgk ĥZ i]Z 
activities of each registered representative, registered principal, and other associated person that 
is reasonably designed to achieve compliance with applicable securities laws and regulations, 
and with applicable NASD Rules,s VcY i]Vi hjX] hnhiZb h]Vaa ĉXajYZ rTi]he establishment and 
bV ĉiZcVcXZ d[ lg îiZc egdXZYjgZh+s  Specifically with respect to the registration provisions of 
i]Z LZXjg î Ẑh 9Xi) rwe have emphasized that all registered broker-dealers should establish 
minimum standard procedures to prevent and detect violations of the federal securities laws and 
to ensure that the firm meets its continuing responsibility to know both its customers and the 
hZXjg î Ẑh WZ ĉ\ hdaY+s46  The standard for supervision under Rule 3010 is reasonableness, which 
ĥ rdetermined based on the particular circumstances of each case.s47  We find that a 
preponderance of the evidence does not show that Scottsdale and DiBlasi violated Rule 3010. 

1. The record does not support 147;,VP finding that DiBlasi violated Rule 
3010. 

To find that DiBlasi violated Rule 3010, we must find rthat he had supervisory authority 
ovZgs i]Z VgZV d[ i]Z VaaZ\ZY hjeZgk ĥdgn [V âjgZh+48  A preponderance of the evidence does not 
show =^;aVh  ̂ ]VY hjeZgk ĥdgn Vji]dg în dkZg LXdiihYVaZuh LZXi d̂c 2 Xdbeâ VcXZ  procedures.  
9XXdgY ĉ\an) lZ hZi Vh ŶZ ?BGK9uh â VW â în [ ĉY ĉ\s and sanctions with regard to DiBlasi. 

All of the witnesses at the hearing testified consistently that DiBlasi had no responsibility 
for Section 5 compliance, the Rule 144 review team, or the attendant procedures.  DiBlasi 
iZhi [̂ ẐY i]Vi ]Z rcZkZg ]VY gZhedch Ŵ â^in [dg i]Z hidX` YZedh î egdXZYjgZhs  and confirmed that he 
lVh cZkZg rgZhedch ŴaZ [dg bV ĉiV ĉ ĉ\) lg î ĉ\T)U dg jeYVi ĉ\ i]Z [ ĝbuh egdXZYjgZh [dg KjaZ .11 
[/] Section 5 compliance.s  Instead, he testified i]Vi i] ĥ lVh <gjouh gZhedch Ŵ â în+

Every witness who was asked about the issue corroborated this testimony.  Cruz testified 
that he (Cruz) drafted the Section 5 Procedures Manual and oversaw compliance in this area, that 
Di;aVh  ̂ cZkZg rhad any responsibility for updatings i]Z Section 5 Procedures Manual, and that 
=^;aVh  ̂ cZkZg r]VY Vcn gdaZ ĉ i]Z KjaZ .11 gZk Ẑl egdXZhh+s  Diekmann confirmed this 
understanding by testifying that DiBlasi had no role in the Rule 144 review process.  Jay 
Noiman, who preceded DiBlasi as CCO and was director of sales and trading during the relevant 
period, iZhi [̂ ẐY i]Vi <gjo lVh gZhedch ŴaZ [dg rputting together the policies and procedures for 
Rule 144 compliances VcY rldjaY iV`Z i]Z aZVYs dc those issues when they arose.   

45   A violation of NASD Rule 3010 also violates FINRA Rule 2010.  See Meyers Assocs. L.P., 
Exchange Act Release No. 86193, 2019 WL 2593825, at *10 (June 24, 2019). 

46 World Trade Fin., Exchange Act Release No. 66114, 2012 WL 32121, at *11 (Jan. 6, 
2012) (internal quotation marks omitted). 

47 Robert Marcus Lane, Exchange Act Release No. 74269, 2015 WL 627346, at *13 (Feb. 13, 
2015) (quoting Pellegrino, 2008 WL 5328765, at *10 n.26). 

48 Wedbush Secs., Inc., Exchange Act Release No. 78568, 2016 WL 4258143, at *8 (Aug. 12, 
2016).
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The NAC decision states, and FINRA maintains before the Commission, that Cruz 
testified DiBlasi was responsible for updating the Section 5 Procedures Manual.  But <gjouh 
testimony makes clear that Cruz believed Diekmann, and not DiBlasi, had this responsibility.   

FINRA also points to two documents in the record that it contends show DiBlasi was 
responsible for the Section 5 WSPs and is thus liable for a supervisory failure related to them.  
But the two documents do not bear the weight that FINRA places on them. 

The first document is LXdiihYVaZuh general Firm Rules and Procedures manual dated May 
2013.  The May 2013 procedures manual provided i]Vi i]Z r<<H ĥ gZhedch ŴaZ [dg ZhiVWâ h] ĉ\ 
procedures reasonable [sic] designed to ensure: the stock certificate is validly issued and owned 
by the customer; and the resale of such security is made in reasonable reliance on an exemption 
from the registgVi d̂c gZfj ĝZbZcih) Vh Veeâ XVWaZ+s  But the undisputed testimony at the hearing 
was that, even before DiBlasi became CCO in October 2013, this provision was being revised to 
gZ[aZXi rthe longhiVcY ĉ\ egVXi X̂Zs Vi i]Z [ ĝb i]Vi <gjo) VcY cdi i]Z <<H) lVh responsible for 
the Section 5 compliance procedures.  Indeed, a May 2014 update to the procedures manual 
placed the responsibility for LZXi d̂c 2 Xdbeâ VcXZ egdXZYjgZh dc i]Z r@ZcZgVa Ig ĉX êVa.s  And 
Cruz had assumed the responsibilities of the General Principal at that time.49

The second document is Appendix B to the Firm Rules and Procedures.  Appendix B 
contained a chart that outlined in general terms the activities and supervisory duties of Scottsdale 
personnel.  In both versions of Appendix B in the record (from May 2013 and November 2013), 
the gZhedch Ŵ â în [dg rPg îiZc LjeZgk ĥdgn IgdXZYjgZh)s i.e., to r[e]stablish, maintain and 
jeYViZ) Vh gZfj ĝZY) i]Z [ ĝb gjaZh VcY egdXZYjgZh)s [Zaa id =^;aVh +̂  Although FINRA insists that 
Appendix B thus proves that DiBlasi had responsibility for all d[ i]Z [ ĝbuh PLIh, including the 
Section 5 compliance procedures, the May 2014 revisions to the general procedures clarified that 
Section 5 compliance procedures were not the responsibility of the CCO.  In any case, the 
documents on which FINRA relies do not outweigh the consistent and uniform testimony at the 
hearing that even before the May 2014 revisions there was never any confusion at the firm that 
Cruz, and not DiBlasi, was responsible for the Section 5 compliance procedures and that DiBlasi 
was never responsible for establishing and maintaining the Section 5 compliance procedures.    

Because the evidence shows that another official at the firm, LXdiihYVaZuh egZh ŶZci) had 
responsibility for oversee ĉ\ i]Z gZaZkVci VXi k̂ î Ẑh d[ ZhiVWâ h] ĉ\ VcY bV ĉiV ĉ^c\ LXdiihYVaZuh 
Section 5 compliance procedures, we set aside the finding that DiBlasi violated Rule 3010.50

49 M]Z FVn /-.1 egdXZYjgZh YZ[ ĉZ i]Z r@ZcZgVa Ig ĉX êVas Vh i]Z [ ĝbuh rFVcV\ZbZci 
<dbb îiZZ)s l] X̂] Xdch ĥiZY d[ <gjo) =^;aVh )̂ Gd^bVc) VcY >âoVWZi] 9gcYi+  ;jt the 
Management Committee was dissolved in early 2014, with its responsibilities assumed by Cruz, 
LXdiihYVaZuh egZh ŶZci+  Although the May 2014 procedures created some confusion by 
referencing a Management Committee that no longer existed, the consistent and uncontested 
testimony of multiple witnesses was that there was never any confusion at Scottsdale that Cruzq
and not the CCOqwas responsible for the procedures for Section 5 compliance.   

50 Thaddeus J. North, Exchange Act Release No. 84500, 2018 WL 5433114, at *9 (Oct. 29 
2018) (stating that we have dismissed egdXZZY ĉ\h rV\V ĉhi Vc ĉY k̂ ŶjVa l î] Xdbeâ VcXZ 
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2. The record does not support FINRAVP EHLCHLF QG@Q Scottsdale violated Rule 
3010. 

A preponderance of the evidence also does not show i]Vi LXdiihYVaZuh PLIh i]ZbhZakZh 
were unreasonable in violation of KjaZ 0-.-+  M]Z G9<uh YZX ĥ d̂c provides two principal bases 
for finding a Rule 3010 violation.  First, the NAC faults the WSPs for failing to clearly establish 
who was responsible for the f ĝbuh LZXi d̂c 2 Xdbeâ VcXZ gZk Ẑl egdXZhh+  Although the May 
2013 WSPs needed updating on this topic, Scottsdale made the required revisions to its WSPs in 
the next scheduled update in May 2014.  There, Scottsdale removed the CCO from having 
Section 5-related compliance responsibilities.  The evidence also shows that throughout the 
relevant period there was no confusion within the f ĝb i]Vi <gjo) LXdiihYVaZuh egZh ŶZci l]d 

served as the General Principal following the dissolution of the Management Committee, was the 
individual responsible for supervising the Section 5 compliance review process.51  In light of this 
evidence, we do not find that LXdiihYVaZuh hjeZgk ĥdgn system was unreasonable. 

Second, the G9<uh YZX ĥ d̂c XaV^bh i]Z PLIh lZgZ YZ[ X̂ Ẑci WZXVjhZ i]Zn rYd cdi 
Y ĥXjhh i]Z XdcXZei d[ cdb ĉZZh+s  From our review of the relevant procedures, however, it 
appears that they were designed to ascertain the beneficial owner of the securities to be sold.  As 
a result, the procedures appear to address the concern that a nominee (and not the beneficial 
owner) would be jhZY) ZkZc [̂ i]Zn Yd cdi jhZ i]Z ldgY rcdb ĉZZ+s52

C. Third Cause of Action: Alleged Supervisory Violations Related to Due Diligence 

The NAC found that Scottsdale and Cruz violated NASD Rule 3010 and FINRA Rule 
2010 by failing to supervise properly the f ĝbuh b X̂gdXVe â fj ŶVi d̂c Wjh ĉZhh+53  As discussed 
above, Rule 3010 gZfj ĝZh bZbWZgh id rZhiVWâ h] VcY bV ĉiV ĉs V hnhiZb d[ hjeZgk ĥ d̂c i]Vi ^s 
rgZVhdcVWan YZh \̂cZY id VX] ẐkZ Xdbeâ VcXZ l î] Veeâ XVWaZ securities laws and regulations+s  In 
VYY î d̂c) rTiU]Z Yjin d[ hjeZgk ĥ d̂c ĉXajYZh i]Z gZhedch Ŵ â în id ĉkZhi \̂ViZ tgZY [aV\hu that 
suggest that misconduct may be occurring and to act upon the rehjaih d[ hjX] ĉkZhi \̂Vi d̂c+s54

gZhedch Ŵ â î Ẑhs l]ZgZ rVcdi]Zg d[[ X̂ V̂a Vi i]Z [ ĝb ]VY gZhedch Ŵ â în [dg dkZghZZ ĉ\ i]Z gZaZkVci 
activities and the respondent was never askeY id ZkVajViZ i]Z gZaZkVci gZ\jaVidgn ĥhjZhs'. 

51 Cf. World Trade Fin., 2012 WL 32121, at *11 (noting that knowledge by firm personnel of 
the procedures is a factor in assessing whether supervision was reasonable).  The errant reference 
in the May 2014 WSPs to the defunct Management Committee does not support a finding that 
the WSPs were unreasonable in violation of Rule 3010. 

52 Cf. IFG Network Secs., Inc., Exchange Act Release No. 54127, 2006 WL 1976001, at *13 
(July 11, 2006) (holding that the Division of Enforcement failed to establish that the 
gZhedcYZcihu hjeZgk ĥ d̂c lVh jcgZVhdcVWaZ YZhe îZ i]Z = k̂ ĥ d̂cuh i]Zdgn i]Vi Vc VaiZgcVi k̂Z 
rgZk Ẑl edâ Xns ldjld have been better designed to prevent violations).  

53 PZ V\gZZ l î] ?BGK9) VcY 9eeâ XVcih Yd cdi Y ĥejiZ) i]Vi r<gjo ]VY hjeZgk ĥdgn 
gZhedch Ŵ â în [dg LXdiihYVaZ <Ve îVa 9Yk ĥdguh b X̂gdXVe â fj ŶVi d̂c Wjh ĉZhh+s

54 ACAP, 2013 WL 3864512, at *8. 
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PZ ]VkZ gZeZViZYan Zbe]Vh ôZY i]Vi rTVUssuring proper supervision is a critical component of 
broker-dealer operations,s55 VcY i]Vi r[t]he presence of procedures alone is not enough.  Without 
sufficient implementation, \j ŶZâ cZh VcY hig X̂ijgZh Yd cdi ZchjgZ Xdbeâ VcXZ+s56

The NAC found a violation of Rule 3010 on two bases.  First, the NAC found that, 
although hZaâ c\ XjhidbZgh bVn riVX`s i]Z ĝ ]daY ĉ\ eZg d̂Y id i]Z ]daY ĉ\ eZg d̂Y d[ i]Z ĝ 
predecessors to satisfy Rule .11uh ]daY ĉ\ eZg d̂Y gZfj ĝZbZci egdk ŶZY i]Vi ri]Z hZXjg î Ẑh hdaY 

lZgZ VXfj ĝZY [gdb i]Z ĥhjZg hdaZan ĉ ZmX]Vc\Z [dg di]Zg hZXjg î Ẑh d[ i]Z hVbZ ̂ hhjZg)s57 Cruz 
failed to analyze reasonably whether the instruments from which deposited shares originated 
were securities.  On this record, we cannot sustain liability under this theory.   

Cruz testified to the effect that his review of the relevant materials in the Due Diligence 
Packages led him to conclude that the NHPI, VPLM, and ORFG debt obligations were securities 
capable of tacking.  The Hearing Panel reached the conclusion that the NHPI and ORFG notes 
were not securities sua sponte, and the NAC did not explain its findings that Cruz failed to 
analyze whether the instruments were securities ic â \]i d[ <gjouh iZhi^bdcn+  Under these facts, 
FINRA has not established a violation of KjaZ 0-.-+  <gjouh aZ\Va XdcXajh d̂c gZ\VgY ĉ\ l]Zi]Zg 
the instruments were securities may or may not have been correct.58  But FINRA did not 
ZhiVWâ h] i]Vi <gjouh VcVanh ĥ lVh jcgZVhdcVWaZ VcY i]ZgZ[dgZ Xdchi îjiZY V [V âjgZ id hjeZgk ĥZ+

Second, the NAC found that Scottsdale and Cruz rubber-stamped the depositsu approval 
VcY i]Vi LXdiihYVaZuh YjZ Y â̂ \ZcXZ Z[[dgih lZgZ h^bply reVeZg ĉ\ i]Z [ âZs l î]dji Vcn \Zcj ĉZ 
effort to address and resolve red flags.  But the record does not support this finding. 

Cruz and Diekmann testified extensively about their review of the relevant deposits, their 
thinking about whether certain issues were or were not red flags, and about how they resolved 
their concerns.  They acknowledged that in hindsight there were sometimes mistakes in the 
processqa wrong search term used or a document that may have warranted an additional 
inquiryqbut on the whole their testimony suggested a process reasonably designed to ascertain 
whether an exemption was available, including by addressing material red flags.  Other evidence 
in the record, such as the Due Diligence Packages, also suggested such a process.  

For example, when Scottsdale discovered in the review of the ORFG deposit that 
promotional activity was being conducted by a Florida company with a similar name to the 
customer seeking to deposit the shares, it engaged in additional due diligence.  It obtained a new 
legal opinion from a different attorney who made the assurance, after interviewing the owner of 
the Florida company, that the company had no affiliation with Media Central.  Scottsdale also 
obtained (i) organizational documents from Media Central to verify that it was incorporated in 

55 Ronald Pellegrino, Exchange Act Release No. 59125, 2008 WL 5328765, at *10 (Dec. 19, 
2008). 

56 Merrimac Corp. Sec., Inc., 2019 WL 3216542, at *16 (quoting Rita H. Malm, Exchange 
Act Release No. 35000, 1994 WL 665963, at *4 n.17 (Nov. 23, 1994)). 

57   17 C.F.R. § 230.144(d)(3)(ii). 

58   We do not reach a conclusion on whether the instruments in question were securities. 
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Belize and therefore was not the same entity as the Florida promoter; (ii) a passport and utility 
W âa [gdb FZY V̂ <ZcigVauh WZcZ[ X̂ V̂a dlcZg id Xdc[ ĝb i]Vi ]Z lVh â k ĉ\ ĉ ;Zâ oZ8 (iii) a letter 
from Media Central confirming that it was not engaged in any promotional activity; and (iv) a 
representation from ORFG that it had not engaged Media Central rid Y ĝZXian dg ĉY ĝZXian 
egdbdiZ dg bV ĉiV ĉ V bVg`Zi [dg THK?@uhU hZXjg î Ẑh)s VcY i]Vi i]Z XdbeVcn ]VY cd `cdlaZY\Z 
of Media Central engaging any third parties to provide such services.  In the absence of evidence 
to the contrary, the steps Scottsdale idd` VgZ ̂ cXdch ĥiZci l î] ?BGK9uh [ ĉY ĉ\ that Scottsdale 
was h^bean reVeZg ĉ\ i]Z [ âZs l î]dji Vcn \Zcj ĉZ Z[[dgi id VYYgZhh VcY gZhdakZ gZY [aV\h+

Because Scottsdale has chosen to operate in an area with heightened riskqthe microcap 
securities marketqit must be particularly alert to potential violations of the securities laws.59

;ji KjaZ 0-.-uh hjeZgk ĥdgn hiVcYVgY ĥ dcZ d[ gZVhdcVWaZcZhh) VcY on this record the evidence 
does not establish that ScottsYVaZuh VcY <gjouh hjeZgk ĥ d̂c d[ i]e due diligence process was 
unreasonable.60  Accordingly, we will set aside ?BGK9uh finding that Scottsdale and Cruz 
k d̂aViZY KjaZ 0-.- Wn [V â̂ c\ id hjeZgk ĥZ egdeZgan i]Z [ ĝbuh b X̂gdXVe â fj ŶVi d̂c Wjh ĉZhh .  

An appropriate order will issue.61

By the Commission (Chair GENSLER and Commissioners PEIRCE, ROISMAN, LEE, 
and CRENSHAW). 

Vanessa A. Countryman 
     Secretary 

59 See supra notes 3-4 and accompanying text. 

60 Cf. Arthur James Huff , Exchange Act Release No. 29017, 1991 WL 296561 (Mar. 28, 
1991) (dismissing i]Z = k̂ ĥ d̂c d[ >c[dgXZbZciuh VaaZ\Vi d̂ch d[ hjeZgk ĥdgn k d̂aVi d̂ch where, 
ZkZc i]dj\] i]Z hjeZgk ĥdguh rperformance of his ass \̂cbZci lVh aZhh i]Vc ZmZbeaVgns VcY V 
rbdgZ i]dgdj\] ĉkZhi \̂Vi d̂cs by the supervisor might have revealed misconduct, the standard is 
rreasonable supervision undZg i]Z ViiZcYVci X ĝXjbhiVcXZh)s which standard the supervisor met). 

61  Because our decisional process would not be significantly aided by oral argument, 
9eeâ XVcihu bdi d̂c for oral argument is denied.  Rule of Practice 451, 17 C.F.R. § 201.451. 



UNITED STATES OF AMERICA 
before the 

SECURITIES AND EXCHANGE COMMISSION 

SECURITIES EXCHANGE ACT OF 1934 
Release No. 93052 / September 17, 2021 

Admin. Proc. File No. 3-18612 

In the Matter of the Application of 

SCOTTSDALE CAPITAL ADVISORS 
CORPORATION, JOHN J. HURRY, TIMOTHY 

B. DIBLASI, and D. MICHAEL CRUZ 

For Review of Disciplinary Action Taken by 

FINRA 

ORDER SETTING ASIDE DISCIPLINARY ACTION 

On the basis of the Commissionus opinion issued this day, it is 

ORDERED that the findings of violations and the sanctions imposed by FINRA in this action 
against Scottsdale Capital Advisors Corporation, John J. Hurry, Timothy B. DiBlasi, and D. Michael 
Cruz be, and hereby are, set aside. 

By the Commission. 

Vanessa A. Countryman 
     Secretary 


