
FINANCIAL INDUSTRY REGULATORY AUTHORITY 
LETTER OF ACCEPTANCZ, WAIVER, AND 

CONVENT NO. 26170630E3001 

TO: Dwaronent of Enforcement 
Financial Industry Regulate), Authority (FROtA) 

RE: Nano& 1 Financial Securities Inc. (Rccendersg) 
Member Finn 
CRD No. 13577 

to F1NRA Rule 9216, Respondent Network 1 Fthanciel Semitie* lot etannia 
Is of Acceptanco, Waiver, and Conant (AVM) fir the of proposing a =dam of 
die alkyd rule violation% deersibed below. This AWC is submitted on the condition if 
accepted, FDJRA will not tiring ray future actions against Rmpandont alleging viohtions based 
anthem= bowel findings downs:id in this AV/C 

 =alit 

A. Respondent hereby reacts end 0311111a without admitting or denying the find°, and 
solely for the imposes of this proceeding and iny other proceeding brought by or no 
behalf ofF1NRA, or to which PIMA is a petty, prior to  and without 
adjudication of any Wore of law or fact, to the of the Mowing thainniP by Mitata 

Network 1 became a F1NRA member in August 19113/The is hadquenered in Red 
Oa* New Jury. Network 1 is a ilill-aervies bralowliesler finn Mole SSW irsbido 
high net worth individuals, hatitutimal investors, nanaged pension fonds, and hedge 
fonds. 'The firm has 21 branch offices and 104 mutated individuals. 

Network1 does not have iroy relevant dissiplhary history. 

From it lant 2014 through the man; the firm Idled to provide Guam annpitse 
annual notifications required under Rule 606(b)(2) of Ragohtion NMS wt the 
Securities Exchange Act of 1934. The firm deo Med tinsiablieh a 
including written supervisory procedures, Ma WM reasonably designed to addeve 
ooMplienoe with Rule 606. Asa Netven 1 violated Rule 606, NASD Rxiks 3010 
(thr conduct prior to December 1, 2014) and EMMA Rules 3110 Obr conduct on aid after 
Decanba 1, 2014), and 201 
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FACTS AND VIOIATIVE CONDUCT 

Network 1 failed to comply with the customer notification requirements of Rule 
606(4 

1. Prior to January 18, 2019, Rule 606(b)(1) stated: "[e]very broker or dealer shall, 
on request of a customer, disclose to its customer the identity of the venue to 
which the customer's orders were routed for execution in the six months prior to 
the request, whether the orders were directed orders or nondirected orders, and the 
time of the transactions, if any, that resulted from such orders." Rule 606(bX2) 
further stated: "[a] broker or dealer shall notify customers in writing at least 
annually of the availability on request of the information specified in paragraph 
(b)(1) of this section." 

2. FINRA Rule 2010 provides, "[a] member, in the conduct of its business, shall 
observe high standards of commercial honor and just and equitable principles of 
trade." A violation of an Exchange Act rule or a FINRA rule constitutes a 
violation of FINRA Rule 2010. 

3. From at least 2014 through the present, Network 1 violated the notification 
requirements of Rule 606 due to the firm's lack of understanding of the Rule's 
requirements. Network l's customers' account statements included language that 
the firm will provide, upon customer request, the identity of the venue to which 
the customer's individual order was routed. The firm's notifications, however, 
failed to comply with the requirements of Rule 606 detailed below. 

4. From at least 2014 through May 19, 2019,1 Network I failed to notify customers 
that they could request (a) the identity of the venue to which the customer's orders 
were routed for execution for the six months prior to the request, (b) information 
on whether orders were directed or nondirected, and (c) the time of the 
transaction, if any, that resulted from such orders. 

5. As of January 2019, Rule 606(bX I) states: "'elver/ broker or dealer shall, on 
request of a customer, disclose to its customer, for: (1) Orders in NMS stocks that 
are submitted on a held basis; (ii) Orders in NMS stocks that are submitted on a 
not held basis and the broker or dealer is not required to provide the customer a 
report under paragraph (bX3) of this section; and (iii) Orders in NMS securities 
that are option contracts, the identity of the venue to which the customer's orders 
were routed for execution in the six months prior to the request, whether the 
orders were directed orders or nondirected orders, and the time of the transactions, 
if any, that resulted from such orders." Rule 606(b)(2) further states: la] broker 
or dealer shall notify customers in writing at least annually of the availability on 

Rule 606 was amended in 2018 with an effective date of.lanuary 18, 2019, and a compliance We of May 20, 
2019. 
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request of the information specified in PaThillaPb ( 5X1) of this section." 

6. From May 20,2019 through the presento2 Network 1 failed to notify customers 
that they could request (a) information on whether orders were filled opals:id or 
not held basis and (b) if the order involved options contracts, the identity of the 
venue to which the customer's orders were routed for mrscution in the six months 
prior to the request, whether the orders were directed orders or nondirected orders, 
and the time of the transactions, if any, that resulted ftom such orders. 

7. Therefore, Network 1 violated Rule 606(,X2) and F1NRA Rule 2010. 

Network I failed to establish and maintain a supervisory system reasotably 
done' nal to achieve compliance with Rile 606. 

8. FINRA. Rule 3110(a) provides, "[ach member shall establish and maintain a 
system to supervise the activities of each aseociated person that is reasonably 
designed to achieve compliance with appliathle securities laws and regulations, 
and with applicable FINRA rules." Further, subsection. (b) provides: lejach 
member shall establish, maintain, and enflame written procedures to supervise the 
types of business in which it engages and the activities of Its tissociated persons 
that are reasonably designed to achieve compliance with applicable securities 
laws and regulations, and with applicable FENRA rules." 

9. Network 1 s supervisory system, including its written supervisory procedures, 
was not reasonably designed to achieve compliance with Rule 606 ;materna 
notification requirements. The firm's supervisory system, inclutling its written 
supervisory procedures, did not yrovide fir a review to wenn that the annual 
notification was sent to customers, nor did it include a review for accuracy of the 
firm's reports required by Rule 606(a). 

10. Therefor; Network 1 violated NASD Rule 3010 (for conduct prior to December 
1, 2014) and F1NRA Rule 3110 (for conduct on and after December 1, 2014), and 
FENRA Rule 2010. 

B. Respondent also consents to the imposition of the following sanctions: 

• 4 COMM 

• a $25,000 fine; and 

• en undertaking to revise the &miswritten supervisory procedures with respect to 
the areas described In paragraph LAS. Within 30 clays after this AWC becomes 
final, a registered principal of the Respondent shall submit to the COMPLIANCE 
ASSISTANT, DEPARTMENT OF ENFORCEMENT, 15200 OMEGA DRIVE, 

2 The violations discussed in this perstraph cover the time period after the ecespliatee ace Of this nets 036 
sesersinesits. 
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SUITE 300, ROCKVILLE, MD 20850-3241, a signed, dated letter, or an e-mail 
from a work-related account of the registered principal to 
MarketgegulationComp@finra.org, acknowledging that the firm revised its 
written supervisory procechnes, and the date the revised procedures were 
implemented. 

Respondent agrees to pay the monetary sanctions upon notice that this AWC has been 
accepted and that such payments arc due and payable. It has submitted an Election of 
Payment form showing the method by which it proposes to pay the fine imposed. 

Respondent specifically and voluntarily waives any right to claim that it is unable to pay, 
now or at any time hereafter, the monetary sanctions imposed in this matter. 

The sanctions imposed in this AWC shall be effective on a date set by FINRA. 

IL 

3VAIVER Of PRWEDURAL RIGHTS 

Respondent specifically and voluntarily waives the following rights granted under FINRA's 
Code of Procedure: 

A. To have a complaint issued specifying the allegations against it 

B. To be notified of the complaint and have the opportunity to answer the allegations 
in writing; 

C. To defend against the allegations hi a disciplinary hearing before a hearing panel, 
to have a written record of the hearing made, and to have a written decision 
issued; and 

D. To appeal any such decision to the National Adjudicatory Council (NAC) and 
then to the U.S. Securities and Exchange Commission and a U.S. Court of 
Appeals. 

Further, Respondent specifically and voluntarily waives any right to claim bias or prejudgment 
of the Chief Legal Officer, the NAC, or any member of the NAC, in connection with such 
person's or body's participation in discussions regarding the terms and conditions of this AWC, 
or other consideration of this AWC, including its acceptance or rejection. 

Respondent further specifically and voluntarily waives any right to claim that a person violated 
the ex parte prohibitions of FINRA Rule 9143 or the separation of functions prohibitions of 
FINRA Rule 9144, in connection with such person's or body's participation in discussions 
regarding the terms and conditions of this AWC, or other consideration of this AWC, including 
its acceptance or rejection. 

LH. 
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Respondent understands that 

A. SuWeston &this AWC is voluntary and will sz rookie this mister regent and 
=Otto him reviewed end =opted by the MC, ',Review Suboomaddeo ott 
the NAC. orthe Office oftemoiplhory Atkin (ODA), prow to MIA Rule 
9216.: 

B , t f tiatt AWC J its submiesitsi will met he need es widows to ;awe 
fourth* allegations wand Ratconderc 

• liareeptod: 

1. this AWC will heeenne part of Responders peronment diacipttrany 
read and may be considated In eay action brought by mem or 
guy other itsgulstor against Respendent 

this AWC will he made meilable through RION* public dialogued 
mote in asecedattee with FIXRA Rule DM 

3. F1NRA may undo a pabtha ansommemort onsenreirtg this wanes and 
be widget matter in accosclance with MIRA km100131 and 

4. Reependent nosy no.. ! lake. mien iarltsir ark to ha mada w 
pub1lc i • 

directly or indimetly, ergo, .I " is /Ms iliNC or ewe the *mood= 
that ths AWC whiusLittermal bads. Resmsdent may not miss eny 
position In any pinaindtrs' brought by co bebalref KNEW utto whirl% 
FrtatA is aparty, Mat is insonsiesis with any putt oftbis Mit Nothing 
in this provision. ere* RiNgpandtUril Viabletial abligetost ar 4WD 
lakt legal or imbed pashions hi Option at Warhol ptaseedlost in 
which MIA is tot a petty. 

D. Respondent way Mash a eotrattbot motion stateroom to this AWC tbet is a 
snotenent of demomemble sorreefive lova alum to prevent futme adosenduat„ 
Reepoudent understands ass it bily nOt deciy the - Cr MAW any dateasett , 
that is incondstent-wit the AWC in ads matuneet- otemont dose net 
onnstfluto factual or lewd findings by PIMA* nor dote it rafbetthe views of 
PIMA. 



The undersigned, on behalf of Respondent, cerdfles that a person duly authorized to act on 
Respondent's behalf has read and understands all of the provisions of this AWC and has been 
given a full opportunity to ask questions about it; that Respondent has agreed to the AWC's 
provisions voluntarily; and that no offer, threat, inducement, or promise of any kind, other than 
the terms set forth in this AWC and the prospect of avoiding the issuance of a complaint, has 
been made to induce Respondent to submit this A 

#r) 
• 

1 Financial Securities 
spondcre ) 

' 
Print Name:

• 

I itle:  

Reviewed by: 

Hi, E 
Counsel 

manciai Se9aiities, Inc. 
The lleria 
2 Bridge Avenue 
Suite 241 
Red Bank, NJ 07701 

Accepted by F1NRA: 

February 17, 2021 

Date 

Signed on behalf of the 
Director of ODA, by delegated authority 

Luis A. Prieto 
Counsel 
FINRA 
Department of Enforcement 

15200 Omega Drive, Suite 300 
Rockville, MD 2flitill 
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Corrective Action Statement of Network 1 Financial Securities, Inc. 
Pursuant to Letter of Acceptance, Waiver, and Consent Matter No. 20170530830 

This Corrective Action Statement is submitted by Network 1 Financial Securities, Inc., the Respondent 

herein. It does not constitute factual or legal findings by FINRA, nor does it reflect the views of FINRA, 

or its staff. 

The SEC Rule 606 disclosure that is the subject matter of this Acceptance, Waiver and Consent appears 

below: 

Execution Information Disclosure: SEC Rule 605 generally requires * * * Rule 606 
generally requires broker-dealers that route customer orders in covered securities to make 
publicly available quarterly reports that disclose venues to which they route non-directed 
orders. Axes Clearing provides these reports via a link from its homepage, 
https://axosclearing.com/disclosures/. Rule 606 also requires broker-dealers to disclose 
the nature of any relationship they have with those venues, including payment for order 
flow arrangements. Axos Clearing will provide, upon receipt of written request from the 
customer, the venue to which his or her individual order was routed. 

Network 1 Financial Securities, Inc. has updated the aforementioned SEC Rule 606 disclosure, which 

now reads as follows ("underlines" appear below solely to indicate updated language): 

Execution Information Disclosure: SEC Rule 605 generally requires * * * Rule 606 
generally requires broker-dealers that route customer orders in covered securities to make 
publicly available quarterly reports that disclose venues to which they route orders. 
Network 1 Financial provides these reports via a link from its homepage, 
www.networklfinancial.com. Rule 606 also requires broker-dealers to disclose, for 
orders submitted by customers on a not-held basis, the nature of any relationship they 
have with those venues, including payment for order flow arrangements. Rule 606 also 
requires broker-dealers to disclose the identity of the venue for o_ptions contracts, whether 
the orders were directed or non-directed orders, and the time of the transactions. Network 
1 Financial will provide to the customer this information upon receipt of written request 
from the customer. 

Network 1 sends this updated SEC Rule 606 disclosure to its customer in addition to the Rule 606 

disclosure provided by the clearing firrn. 


