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Expung em ent Training and Exam
Dear Arbitrator:
The followi ng is a print version of the Expungement Training. You may complete this course and
ex am either through this printable v ersion (instructions below) or onli ne, depending on your
individual preference and/or com puting environment. Most arbitrators will be able to revi ew th e
material, and complete the enclosed exam in one hour.
Please revi ew the course material and complete the exam. After you complete the exam, you
must send it to FINRA’s De partment of Neutral Management for grading. You must score at
least 80 percent to receive credit for the cou rse. We strongly recomme nd that you maintain a
copy of the exam for your own records.
You may submit your exam to FINRA by fax or mail:
B y F a x:

FINRA Departm ent of Neutral Manage ment – FAX # 646-625-602 8.

By Mail:

FI N R A
Attn: Luis Cruz – Neutral Management
One Liberty Plaza
th
165 Broadway, 27 Floor
New York, NY 10006

After grading your exam, you can be assured that FINRA will update y our ar bitrator disclos ure
report to reflect your completi on of the Expungement Traini ng. Nothing further is required of
you with regard to this course.
We hope y ou enjoy the course.
Very truly yours,

Jisook Lee
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Copyright
The “FINRA Dispute Resoluti on Expungement” trai ni ng is reproduced by permission of the
Financi al Industry Regulatory Authority, Inc. (FINR A) under a non-exclusive license. FINRA is not
responsible for any errors in or omissions from the informati on c ontained in the “ FINRA Di sput e
Resolution Expungem ent” training. All such information is provided "as is" without warranty of any
kind. FINRA mak es no representations and disclaims all express, im pli ed and statutory
warranties of any kind to the user and/or any third party, incl udi ng any warranties of accurac y,
timeliness, completeness, m erchantabili ty and fitness for any parti cular purpose. FINRA reserves
the right to amend the “FIN RA Dispute Resoluti on Expungem ent” training at its discretion.
FINRA shall not have any tort, contract or any other liability to any user and/or any third party.
Under no circumstance will FINRA be li able for any lost profits or lost opportunity, di rect, indirect,
special, consequential, incidental or punitive damages whats oever, even if FIN RA has been
advised of the possibility of such damages. T he terms of this disclaimer may only be amended in
a writing signed by FI NR A.

Course Objectives
The Financi al Industry Regulatory Authority, Inc. (FINRA) developed a series of courses as part
of its comprehensive Arbitrator Training Program. This course will:
•
•
•

®

Explain the Central Registration Depository or CRD sys tem and the role it pl ays in
protecti ng the public.
Provide an overview of the expu ngement process in general.
Review the procedures that arbitrators must follow when considering requests for
expungement.

Disc uss the specific findi ngs that arbitrators must make in order for FINRA to waive its ri ght to
oppose the expungement request in c ourt.

FINRA Dispute Resolution's Mission Statement
FINRA Dispute Resolution’s mission is to have all of its constituents – the investing public,
brok erage fi rms and their employ ees, and neutrals (ar bitrators and medi ators) – view FINRA's
forum as the preemi nent provider of dispute resolution services. To accomplish this goal, it is our
standing pledge to provi de imparti al arbitrators who are dedicated to delivering f air, effective
dispute resol uti on services.
For more on FINRA and its services, see FINRA’s W eb site.
FINRA’s Web site:- http://w ww.finra.org/index.htm
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Course Home
You m ust review each section, in the order presented, to complete the course.
Purpo se of the Central Registration Depository
Expung em ent Rule
In-Depth Study of FINRA Rule 2080 and Code of Ar bitration Procedure Rules 12805 and
13805
Awards and Exp ungemen ts
Conclusion
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Section 1: Purpose of the Central Registration Depository
Purpose of the Central Registration Depository
FINRA maintains the qualification, employm ent and disclosure histories of 5,100 broker-deal ers
and approximately 660,000 of their regi stered securiti es employees in the el ectronic Central
Registration Depository (C RD) sys tem.
The CRD system is an onli ne regi strati on and licensing system for the United States sec urities
industry, state and federal regulators, and self-regulato ry organizations (SR Os). The CRD s ystem
contains broker-dealer information filed on Form BD (the applicati on f or a broker-deal er’s
registration) and F orm BDW (the application used to request withdrawal of the broker-deal er’s
registration) and information about regi stered persons (who may be known i nformally as
registered representatives, principals or brokers) filed on Form U4 (the Uniform Application for
Securities Industry Regi stration or Transfer) and Form U5 (the Uniform T ermination Notice for
Securities Industry Registration). The C RD system als o contains informati on filed by regul ators
(typically relating to acti ons taken by that regulator) on Form U6.
Form BD:http://www.finra.org/web/gro ups/industry/@ip/@comp/ @regis/documents/appsu p portdocs/p0052
60.pdf
Form BDW:http://www.finra.org/web/groups /industr y/@ip/@comp/@regis/documents/appsup portdocs/p0157
85.pdf
Form U4:http://www.finra.org/web/gro ups/industry/@ip/@comp/ @regis/documents/appsu p portdocs/p0151
12.pdf
Form U5:http://ww w.finra.org/web/gro ups/industry/@ip/@comp/ @regis/documents/appsupportdocs/p0151
14.pdf
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Purpose of the Central Registration Depository (Continued)
FINRA maintains and op erates the CRD system pursuant to FIN RA Rules and an agreement
between FIN RA and the North Americ an Securities Administrators Association (NASAA), an
association whose m embers include state and other securiti es regulators in the United States, as
well as other securiti es regulators in North America. FINRA and NASAA established the CRD
system in 1981. In 1999, the CRD system transitioned from a paper-based sys tem (where hard
copy registrati on forms wer e submitted to and data entered by FINRA) to a Web-based s ystem,
where virtually all registration forms are filed online via the Internet.
The CRD system has sev eral im portant uses:
•
•

It assists regulators (the SEC, SROs and jurisdicti ons) in making registration and
licensing decisions on brokerage firms and their registered persons.
Regulators use the CRD s ystem as a regulatory tool (for example, to assi st in identifying
trends or potenti al threats to i nvestor protecti on).

Certain information on the CRD system, which has been reported via the uniform registration
forms, is made available to public investors to assist them in making decisions about wheth er to
do business with a particular brok er or brokerage f irm.

FINRA’s BrokerCheck Program
FINRA's BrokerCheck Program formerly known as the Public Disclos ure Program, is a res ource
tool for investors and other members of the public to learn about the professional background, the
registration/license status and the conduct of FINRA regi stered firms and their registered brokers.
FINRA mak es certain informati on about securities professionals and firms available onli ne and,
upon request, may supply additional informati on in writing by em ail or regul ar mail. Information
provided through the BrokerCheck Program is derived from the CRD s ystem, but BrokerCheck
does not provide all of the information that is avail able to regulators through the C RD s ystem.
BrokerCheck:- http://www.finra.org/Investors/ToolsCalculators/BrokerCheck /index.htm

Reporting Requirements
Brokerage firms and their registered persons are required i nitially to complete their respective
applications for registrati on and to keep them current thereafter. Both firms and their registered
persons are required to report certain criminal c harges and convicti ons, regulatory acti ons and
bankruptcies, among other matters. In addition, registered persons are required to report c ertain
custom er complaints and customer-initiated arbitrati on claims.
When a registered person is named as a res pondent in a customer-i nitiated arbitration
proceeding, that fact is required to be reported on the registered person’s Form U4; and, once
reported, is recorded on the registered person’s CRD record. If the arbitration clai m agai nst the
registered pers on is deni ed by the arbitrators, the registered person may seek to have any
reference to the arbitration removed from his or her CRD record because arbitrati on claims (and
any allegati ons of wrongdoi ng contained in the clai m) are available to the public and,
notwithstandi ng the dis missal, such information could reflect negatively on that person’ s
reputation. T he process of rem ovi ng this information is known as “expungem ent.”
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Test Yourself
CRD stands for:
•
•
•

Central Registration De pository.
Central Records Dep artment.
Center for Reporting and Demographics.

Question feedback:
CRD stands for the Central Registration Depository.

Test Yourself
Custom er dispute informati on on the CRD system includes inform ation about custom er
complaints and arbitrati on c laims.
•
•

True.
False.

Question feedback:
True. The Form U4 describes the specific types of customer di spute informati on that m ust be
reported, incl udi ng court fili ngs made by customers.

Test Yourself
The informati on available to investors through FIN RA’s BrokerCheck Program is based on the
CRD database.
•
•

True.
False.

Question feedback:
True. Information made available to investors through FINRA’s BrokerCheck Program is derived
from the CRD system as reported on the i ndustry registrati on form s: Form U4 and Form BD.
Inform ation that is expunged from C RD is no longer avail able to the public.
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Section 2: Purpose of the Central Registration Depository
Expungement Rule (FINRA Rule 2080)
In prior years, associated persons sought relief in arbitrati on to expunge certain i nformation from
their CRD records. In January 1999, after consultation with NASAA, FINRA imposed a
moratorium on arbitrator-ordered expungements of customer dispute informati on from the CRD
system. Under that moratorium, FINRA would ex punge informati on from CRD only when a
directive contained in an arbitration award, rendered in a dispute bet ween a public customer and
a firm or its associated persons, was confirmed by a co urt of competent j urisdi cti on. In 2004,
FINRA created Rule 2080 to all ow FINRA and C R D to effectively chall enge expungem ent
directives that might impair the integrity of the system.
FINRA developed Rule 2080 with the intent that it would not have an overly broad, chilling effect
on the settlement process, or i nappropriately interfere with the authority of arbitrators to award
appropriate remedi es. Since expungem ent is an extraordinary relief, the additional safeguards
and procedures provided for in Rule 2080 will permit fact-finders to consider all competing
interests, before di recting expungem ent of custom er di spute information from the CRD system.
Rule 2080:- http://finra.complinet.com/en/displ ay/display.html ?rbid= 240 3&element_id=8468
Rule 2080 is not part of FINRA's Custom er or Industry Code of Arbitration Procedure (Custom er
Code or Industry Code). Ra ther, it is a FINRA rule that establi shes procedures for members and
associated persons to obtain expungement of customer dispute information.
For claims filed on and after April 12, 2004, FINRA will only expunge custom er dispute
informati on from a CRD record if ordered to do so by a court. This part of Rule 2080 is not
different from the moratorium procedure, which also required that an award be taken to court to
be confirm ed before the expungement would take place. Rule 2080 requires that there be a
specific fi ndi ng by the arbitrators to support the ex pungement order, or that FINR A be nam ed as
a party in any court proceedi ng seeking or confirming expungem ent relief.
These specific findings are that:
•
•
•

The claim, all egation or information is factuall y impossible or clearly erroneous;
The registered person was not involv ed in the alleged investment-related sal es practice
violati on, forgery, theft, mis appropriation or c onversi on of funds; or
The clai m, allegation or informati on is false. (Also see the approval order of the Securiti es
and Exchange Commission for this rule.)

All requests to expunge customer dispute information from the CRD system arisi ng from
arbitrations or civil lawsuits fil ed before April 12, 2004, incl uding any settlem ents, w ill continue to
be subject to the terms of the moratorium in effect as of January 19, 1999, as dis cussed in Noti ce
to Members 99-09. If you have any questions relati ng to the process for expungements on cases
filed prior to April 12, 2004, pl ease feel free to contact the c ase administrator as signed to the
case.
Approval Order:- http://www.finra.org/Industry/Regulation/RuleFilings/2002/P001160
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Expungement Rule (FINRA Rule 2080) (Continued)
The standards for expungement apply only to cases that involve customer dispute inf ormati on.
Normally, such cases involve customers who have brought cl aims against member firms and
associated persons. Expungem ents ordered in arbitration cases between industry parties
(between individual registered persons and their firms or between firms) based on the defamatory
nature of the information will continue to be honored, without a court order.
The expungement standard contained in Rule 2080 and described in this course bal ances the
interests of:
•
•

•

Regulators, who have an interest in retaining broad ac cess to custom er dispute
inform ation to fulfill their regulatory responsibiliti es;
Individuals in the brokerage community, who have an interest in securing a fair proc ess
that recognizes their stake in protecting their reputations and permits expungement when
appropriate; and
Public inv estors, who have an interest in having access to relevant information about
brok ers with whom they do or m ay do business.

Customer Code of Arbitration Procedure Rule 12805 / Industry Code of Arbitration
Procedure Rule 13805
Rule 2080 established procedures for members and associated persons to obtain expungement
of customer dispute information. Rules 12805 and 13805 establish procedures that arbitrators
must foll ow when considering requests for expungement relief under Rule 2080. The rules apply
to ALL expungement orders issued on or after Jan uary 26, 2009.
Rule 12805 of the Customer Code and Rule 13805 of the Industry Code state the foll owi ng:
In order to grant ex pungement of custom er dispute information under Rul e 2080, the panel m ust:
1.

Hold a recorded hearing sessi on (by telephone or in person) regarding th e
appropriateness of expungement. This paragraph appl ies to cases administered under
Rules 12800 and 13800 (Sim plifi ed Arbitration) even if a custom er or claimant did not
request a hearing on the m erits.

2.

In cases involvi ng settlements, review settlement documents and consid er the amount of
payments made to any party and any other terms and conditi ons of a settlem ent.

3.

Indicate in the arbitrati on award which of the Rule 2080 grounds for expungement are
being used. Provide a brief written expl anation of the reason(s) f or the findi ng that one or
more Rule 2080 grounds for expungement applies to the facts of the case.

4.

Ass ess all forum fees for heari ng sessions in which the sole topic is the determi nation of
the appropriateness of expungem ent against the parties requesti ng expungement relief.
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How the Standards for Expungement of Customer Dispute Information Were
Determined
In crafting the standards s et forth in Rule 2080, FINRA was gui ded by the interests of regulat ors
in having accurate and rel evant information to fulfill their regulatory responsi bilities, the interests
of the brokerage community in having a fair process to protect their reputations where
appropriate, and the interests of investors in having ac cess to accurate and meaningful
inform ation about brokers with whom they now or in the future may engage in b u siness.
FINRA recognizes that expungem ent of a CR D record under any ci rcumstances is an
extraordinary remedy and should be used only when the expunged inf ormation has no
meaningful regulatory or investor protection value. FINRA believes that the criteri a enumerated
meet this standard and that the procedures outlined in Rules 12805 and 13805 will add
transparency to the process and safeguards designed to ensure that the extraordi nary relief of
expungement is granted only und er appropriate circum stances.

The Role of Arbitrators in the Expungement Process
Arbitrators play an important role in the expungement process. Parties may seek an
expungement order either directly from a court or they m ay ask the arbitrators, who are most
familiar with the facts of the case, to order expungement as part of the award and then ask a
court to confirm the arbitrati on award. If the arbitrators have ordered expungement based on the
specific fi ndings described in this course, FINRA may waive its right to be named as a party to the
judicial expungement proceedi ng meaning, in effect, that it waives its right to oppose the request.
A party is far more likely to obtain a court order directing expungem ent if it first obtains an
arbitrator’s ex pungement order that is based on one of the specifi ed criteria in Rule 2080.
Therefore, arbitrators should be familiar with the procedures for consideration of expungement
and the established expungement criteria.
Arbitration should also understand when it is (and is not) appropriate to make such findings.
FINRA has devel oped a standard for expunging custom er dispute i nformation from the CRD
system, based on a directive contained in an arbitration award that gives arbitrators'
expungement orders meani ngful effect.
This standard applies only to cases that involve customer dispute informati on. Expungements
ordered in cases between industry parties, based on the defamatory nature of information on
CRD and not involving any customer di spute information, will continue to be ho nored without a
court order.
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Grounds for Expungement
An effective expungem ent order must be based on an affirmative determi nati on by the arbitrators
and articulated in the award. The award must include that:
•
•
•

The claim, allegation or informati on is factuall y impossible or clearly erroneous; or
The registered person was not involved in the alleged investm ent-related sales practice
violati on, forgery, theft, mis appropriation or c onversi on of funds; or
The clai m, allegation or informati on is false.

It is unlik ely that an arbitrator coul d make one of the specific findings unless the allegations were
dismissed against the registered person whose record is to be expunged. However, the fact th at
a person prevailed in an arbitration case is not, in and of itself, an appropriate ground for
expun ging informati on ab ou t the proceeding fro m the C RD system. Customer dispute
inform ation will be expunged from the CRD system only if an arbitrator orders ex pungement
based on one of the three specific findi ngs, and a court of com petent jurisdi ction confirms the
arbitrator's directive.
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Test Yourself
Prevailing in an arbitration case is an appropriate ground for expunging information about the
proc eedi ng from the C RD s ystem.
•
•

True.
False.

Question Feedback:
False. The fact that an indu stry party merely prevailed in an arbitrati on case is not, in and of itself,
an appropriate ground for expunging information about the proceedi ng from the C RD s ystem.

Test Yourself
Rule 2080 does not require a court of com petent j urisdiction to confirm the arbitrat or's di rective.
•
•

T r ue.
False.

Question Feedback:
False. Mem bers or associated persons seeking to expunge informati on from the CRD system
arising from disputes with customers must obtain an order from a court of c ompetent jurisdiction
directing such expungement or confirming an arbitrati on award containing expungement relief.
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Section 3: In–Depth Study of FINRA 2080 and Code of Arbitration
Procedure Rules 12805 and 13805
FINRA Rule 2080 (“Obtaining an Order of Expungement of Customer Dispute
Information from the CRD System”)
The followi ng is a repri nt of FINRA Rule 2080:
a.

Members or associated persons seeki ng to expunge informati on from the CRD system
arising from disputes with customers must obtain an order from a court of c ompetent
jurisdiction directing such e xpungement or confi rming an arbitration award contai ning
expungement relief.

b.

Members or associated persons petiti oning a court for expungement relief, or se eki ng judicial
confirmation of an arbitration award containing expungement relief, must name FINRA as an
additional party and serve FINRA with all appropriate documentation unless this requi rement
is waived pursuant to subparagraph (1) or (2) bel ow.
1.

Upon request, FIN RA may waive the obli gation to name FINRA as a party if FINR A
determines that the ex pungement relief is based on affirmative judicial or arbitral findings
that:
A. The claim, allegation or informati on is factually impossible or cl early erroneous;
B. The registered person was not involved in the all eged i nvestment-related sal es
practice violation, forgery, theft, misappropriation or conversi on of funds; or
C. The cl ai m, all egation or information is false.

2.

If the expungement reli ef is based on j udicial or arbitral findings other than those
described ab ove, FIN RA, in its sole discretion and und er extraordi nary circumstances,
also may waive the obligation to name as a party if it determines that:
A. The expungement relief and accompanying findings on which it is based are
meritorious; and
B. The expungement would h ave no materi al adverse effect on investor protection, the
integrity of the C RD system or regul atory requirements.

c.

For purposes of this rule, the terms "sales practice viol ation," "i nvestment related" and
"involved" shall have the meanings set forth in the Uniform Application for Securities Industry
Registration of Transfer ("Form U4") in effect at the time of is suance of the subj ect
expungement order.
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An In-Depth Study of Rule 2080
Let's explore the Rule more closely.
"Upon request, FINRA may waive the obligation to name FINRA as a party if FIN RA determi nes
that the ex pungement relief is based on affirmative judicial or arbitral findi ngs that:"
Rule 2080(b)(1)(A) states:
(A) "The claim, all egation or information is factu ally impos sible or cl early erroneous…."
The “factually impossible or clearly erroneous” standard has clear meaning to regulators and
public investors. For exam ple, if the evi dence shows that an indivi dual was not even employed by
the mem ber firm during the relevant time period, the arbitrators could fi nd that he or s he was
erroneously nam ed in the arbitrati on claim, dismiss the claim agai nst the individual and grant
expungement of any m ention of the claim from his or her CRD record under this standard.
Rule 2080(b)(1)(B) states:
(B) "The registered person was not involved in the alleged i nvestment-related sales practice
violation, forgery, theft, misappropriati on or conversi on of funds…."
The above standard would require an affirmative arbitr al or judicial findi ng that the registered
person was not involv ed in any of the activiti es li sted above. This list of activities is taken from
current Question 14-I (1) of the Form U4, which specifi es the types of custom er complaints that
registered persons m ust report. Therefore, if arbitrators make the required finding, no l ogical
basis would exist for reporting the claim on an individ u al's CRD record.
Rule 2080(b)(1)(C) states:
(C) "The clai m, allegation or informati on is false."
This basis for expungement reli ef is premised on a findi ng that the claim, allegation or informati on
given was false. Arbitrators should make such a finding only after consi dering the merits of the
allegations agai nst the associated person or member firm .
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An In-Depth Study of Customer Code of Arbitration Procedure Rule 12805 /
Industry Code of Arbitration Procedure Rule 13805
The procedures that arbitrators m ust foll ow when consi deri ng for expungement relief under Rule
2080 were designed to: (1) make sure that arbitrators have the opportu nity to consi der the facts
that support or weigh agai nst a decision to grant expungem ent; and ( 2) ensure that expungem ent
occurs only when the arbitr ators fi nd and document one of the narrow grounds specified in Rule
2080.
Rules 12805 and 13805 require arbitrators consi dering an expungement request to hold a
recorded hearing session by tel ephone or in person. At the beginning of the hearing, the
arbitrators, the parties and witnesses will be sworn. The Chair, or sole arbitrator, will read into
the record from a script provi ded by the staff. Among the items covered in the script is the order
in which the parties may make opening and closi ng statements and present evidence. The
arbitration hearing may proceed in the absence of a party, after the arbitrator is satisfi ed that
the party received adequate notice of the heari ng from FINRA.
Rules 12805 and 13805 also require arbitrators to provide a brief written explanation of the
reasons for ordering expungement. The brief written explanation should be fact-based and should
clearly connect the arbitrators' reasons for orderi ng expungem ent to the Rule 2080 expungem ent
standard they cited. Inclusion of l egal authorities and dam age calculations is not required. For
example, if an arbitrator is ordering expungement bas ed on factual impossibility, he or she wo uld
explain why. Such as, “These events occurred between 2005 and 2006, but Broker Smith did not
join the firm until 2008 and it is factually impossible that he was invol ved in this matter.”
12805:- http://finra.compli net.com/en/display/display_main.html?rbid= 2403&element_id=4096
13805:- http://finra.c omplinet.com/en/display/display_main.html?rbid=2403&element_id=4193
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An In-Depth Study of Customer Code of Arbitration Procedure Rule 12805 /
Industry Code of Arbitration Procedure Rule 13805 (Continued)
Finally, in cases involving a settlement, Rules 12805 and 13805 require arbitrators to review the
settlement doc um ents to exami ne the amount paid to any party and any other terms an d
conditions of the settlement that might raise concerns about the associated person's i nvolvement
in the alleged misconduct before awardi ng ex pungement. T he panel must assess forum fees for
hearings sessions held solely for the purpose of considering expungement against the parties
requesting relief. As a reminder, the panel has an ongoing obligation to maintain confidential all
matters relating to the arbitration proceedings and decision. This confidentiality extends to information
contained in settlement documents that arbitrators may review when ruling on expungement requests.
Rules 12805 and 13805 do not affect FIN RA’s current practice of permitti ng expungem ent,
without judicial intervention, of informati on in the C RD system as directed by arbitrators in intraindustry arbitration awards that inv olve associated persons and firms based on the defamatory
nature of the information ordered expunged.
If the arbitrators do not fully adhere to these procedures, FINRA may determine not to waive the
obligation under Rule 2080 to be named as a party to an expungement proceeding.

© 2011 Financial Industry Regulatory Authority, Inc. All rights reserved.

16 of 26

FINRA Dispute Resolution Expungement

Test Yourself
The “factually impossible or clearly erroneous” standard would enable an i ndividu al who was
erroneous ly nam ed in an arbitration, because he or she was not even employed by the member
firm during the relevant time, to obtain expungement of a dismissed complaint.
•
•

False.
True.

Question Feedback:
True. The “factually impossible or clearly erroneous” standard has a cl ear meani ng to regulators
and public investors.

Test Yourself
Upon request, FINRA may waive the obligation to name FIN RA as a party if FINRA determines
that the expungem ent relief is based on affirmative arbitral findings that the claim, allegation or
information is false.
•
•

True.
False.

Question Feedback:
True. Upon request, FINRA may waive the obligation to name FINRA as a party if FINRA
determines that the ex pungement reli ef is based on affirmative arbitral findings that the claim,
allegation or i nformation is false.
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Section 4: Awards and Expungements
Awards and Expungements
As stated earlier, there are several conditions under which expungement of a CRD record would
not be appropriate:
Sim ply prevailing in an arbitration case is not, in and of itself, an appropriate ground for
expunging information about the proceeding from the CRD s ystem.
Expungem ent relief should not be granted when there is an adverse arbitrati on award against the
associated person (for example, where the arbitrators have found that custom ers prevail ed on
claims against an associated person).
Dismissal of a claim is not, in and of itself, a sufficient basis for ordering ex pungement.

In Review
If, after consideri ng the factors, an arbitrator decides that expungement is appropriate in a
custom er dispute, the record will be expunged from the CRD system only if the arbitrator clearly
and expressly includes one or more of the following conditions in his/h er award:
•
•
•

The claim, allegation or informati on is factuall y impossible or clearly erroneous; or
The registered person was not involv ed in the all eged investment-related sal es pr actice
violati on, forgery, theft, mis appropriation or c onversi on of funds; or
The clai m, allegation or informati on is false.

The above findings cannot merely be im pli ed in the aw ard. Depending on the circumstances of
the case, one or m ore of the three (3) statements bulleted above must be included in the awards
to effectuate expungem ent; otherwise, FIN RA will oppose expungement. The award shoul d
identify the circ umstances that warrant the finding(s). Rules 12805 and 13805 require arbitrators
to indicate which of the Rule 2080 groun ds for expungement serve as the basis for their
expungement order, and provide a bri ef written explanation of the reasons for ord ering
expungement und er Rule 2080. The bri ef written explanation should be fact-based and shoul d
clearly connect the arbitrators' reas ons for ordering expungem ent to the Rule 2080 ex pungement
standard they cited. Inclusion of legal authorities and damage cal culations are not required. The
panel m ust assess forum fees for hearings sessi ons held solely for the purpose of consi deri ng
expungement against the parti es requesti ng relief.
Additionally, in order for expungement to occur, a court of competent jurisdicti on must confirm the
arbitrator's award.
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Stipulated Awards
On occasion, parties may reach a settlement and ask arbitrators to incorporate the parties'
settlement into a "stipulated award." Before ordering expungement following a settlement,
arbitrators are required to revi ew the settlement docum ents, consider the am ount paid to any
party, and consider any other terms and condi tions of the settlem ent that mi ght raise concerns
about the associated person’s invol vement in the alleged misconduct before awardi ng
expungem ent. In order for arbitrators to perform this critical fact finding before granting
expungement, Rules 12805 and 13805 require arbitrators to hold a recorded hearing session by
telephone or in person. The requirem ent of a hearing sessi on ensures that arbitrators c onsider
the facts that support or weigh agai nst a decision to grant expungem ent.
Please note that affirmative findi ngs are required only for the ordering of expunge ment reli ef;
arbitrators do not need to make findings on other matters that have been settled by the parti es
and incorporated into a stipulated award.
An arbitrator who is uncomf ortable with signing any stipulated award is not required to do so. This
is consistent with the AAA/ABA Code of Ethics for Arbitrators in Commerci al Disputes. The
arbitrator’s f ailure to sign a stipulated award should not affect the vali dity of the parties’
settlement. However, an award must be signed by a majority of the arbitrators for it to meet the
requirements of Rul e 2080. Therefore, on a three-member panel, at least tw o of the arbitrators
must sign the stipulated award for the settlem ent agreement to have the status of an award.
AAA/ABA Code of Ethics for Arbitrators in Commerci al Disputes:http://www.finra.org/web/idcpl g?IdcService=GET_PR OBLEM_PAGE&siteId=www.f inra.org&siteR
elativeUrl=/ArbitrationMedi ation/ResourcesforArbitratorsandMedi ators/p009525
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Test Yourself
There is no need for arbitrators to make specific findings if the parties agree on expungement
relief and seek a stipulated award.
•
•

False.
True.

Question Feedback:
False. In order for FINRA to honor the expungement order, arbitrators m ust make one or m ore of
the specific findings listed in Rule 2080, and the award m ust be confirmed in court. Arbitrators
may require additi onal evidence or a hearing in order to gather the facts necessary to enable th e
arbitrators to make such findi ngs.
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Test Yourself
Arbitrators m ust do ALL of the following in order to grant ex pungement of custom er dispute
inform ation under Rule 2080 if the expungem ent relief is ordered on or after Janu ary 26, 2009:
1.

Hold a recorded hearing sessi on (by telephone or in person) regarding th e
appropriateness of expungement. This paragraph appl ies to cases administered under
Rules 12800 and 13800 (Sim plifi ed Arbitration) even if a custom er or claimant did not
request a hearing on the m erits; and,

2.

In cases involvi ng settlements, review settlement documents and consid er the amount of
payments made to any party and any other terms and conditions of a settlement; and,

3.

Indicate in the arbitrati on award which of the Rul e 2080 grounds for expungement
serve(s) as the basis for its expungement order and provide a brief written explanation of
the reason(s) for its fi nding that one or m ore Rule 2080 grounds for expungement applies
to the facts of the case; and,

4.

Ass ess all forum fees for heari ng sessions in which the sole topic is the determination of
the appropriateness of expungem ent against the parties requesti ng expungement relief.

•
•

True.
False.

Question Feedback:
True. Arbitrators must do ALL of the followi ng in order to grant expungem ent of custom er dispute
inform ation under Rule 2080 if the expungem ent relief is ordered on or after January 26, 2009:
1.

Hold a recorded hearing sessi on (by telephone or in person) regarding th e
appropriateness of expungement. This paragraph appl ies to cases administered under
Rules 12800 and 13800 (Sim plifi ed Arbitration) even if a custom er or claimant did not
request a hearing on the m erits; and,

2.

In cases involvi ng settlements, review settlement documents and consider the amount of
payments made to any party and any other terms and conditions of a settlement; and,

3.

Indicate in the arbitration award which of the Rule 2080 grounds for expunge ment
serve(s) as the basis for its expungement order and provide a brief written explanation of
the reason(s) for its fi nding that one or m ore Rule 2080 grounds for expungement applies
to the facts of the case; and,

4.

Ass ess all forum fees for heari ng sessions in which the sole topic is the determination of
the appropriateness of expungement against the parties requesting expungement relief.
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The Effect of Rule 2080 on Requests for Dismissal
If arbitrators wish to dismiss an associated person earl y in an arbitration and grant expungement
relief before the rest of the case is c oncluded, F INRA has devel oped a procedure that m ay b e
used to accomplish this result. In brief, a new case will be opened to deal only with expungement
relief, and the dismissed registered person will receive a signed award that m ay be confi rmed i n
court. The award remains subj ect to the standards of Rule 2080. The rest of the arbitrati on case
will conti nue to proceed as usual, under the ori gi nal case num ber. Arbitrators who wish to grant
an early dis missal with expungem ent relief should consult with assigned FIN RA staff about the
procedure .

The Role of FINRA
You have seen that FINRA may waive partici pati on in the court confirmation process if, pri or to
filing with the court, the parties give FINRA a c opy of the award to revi ew and the arbitrators
have: followed the proced ures outlined in Rules 12805 and 13805; and ordered expungement
based on one or more of the standards in Rule 2080. If the award does not contain one or more
of the affirmative fi ndi ngs previously discussed, FINRA most likely will not waive its obligation to
be named as a party in the court c onfi rmati on. However, if the expungement relief is based on
other judicial or arbitral findi ngs, FINRA in its sole discreti on and under extraordinary
circumstances – also m ay waive the obligation to name FINRA as a party if FINRA determines
that:
•
•

The expungem ent relief and accompanyi ng findings on which it is based are meritorious;
and
The expungem ent would hav e no materi al adverse effect on i nvestor protection, the
integrity of the CRD system or regulatory requirem ents.

FINRA Participation in Court Proceeding to Confirm an Expungement Directive
Member firms and associ ated persons may ask FIN RA to waive the requirement to name FIN RA
as a party on the basis that the expungem ent order meets at least one of the standards for
expungement articul ated in Rule 2080. This will save members and FIN RA both time and
expense by enabli ng FINRA to review the fi ndi ngs of the arbitrators and determine to waive
participation in the j udicial proceedi ng if FINRA determines that a waiver is appropriate under
Rule 2080.
Although FINRA expects that arbitrators will consider the overwhelming majority of expungement
requests, a judge may also make the affirmative finding required under Rul e 2080. However,
member firms or associated persons s eeking expungement relief in court (as plaintiff or
defendant) will be required to name FINRA as a p arty. FINRA will determ i ne whether to oppose
the expungement request based on the reaso n(s) for requesting expungement.
FINRA will generally partici pate in the court c onfirmation proceeding and oppose confirmati on of
the expungement directive if the expungement order does not meet at least one of the specified
standards. As further means to ensure that the court is made aware of the investor protection and
regulatory implications of an expungement, states may choose to intervene if they have concerns
regarding whether investor protecti on or regulatory issues will be fairl y co nsidered.
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Test Yourself
If the expungem ent relief is based on judicial or arbitral findi ngs that do not meet the specifi c
standards described above, FINRA – in its sole discreti on and under extraordinary circumstances
– also may waive the obligation to name FINRA as a party if FINRA determines which of the
foll owing:
•
•

•

That the expungement reli ef and accompanying fi nding on which it is based are
m eritorious.
That the expungement would have no materi al adverse effect on investor protection, t he
integrity of the CRD
system or regulatory requirements.
Both.

Question Feedback:
Both. If the expungem ent relief is based on judicial or arbitral findings t hat do not meet the
specific standards des cribed above, FINRA – in its sole discretion and under extraordinary
circumstances – also may waive the obli gation to name FINRA as a party if FINRA determines:
(1) That the expunge ment reli ef and accompanying fi ndi ng on which it is based are m eritorious;
and (2) That the ex pungement would have no materi al adverse effect on investor protection, the
integrity of the CRD sys tem or regulatory requirements.
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Section 5: Conclusion
Summary
Having c ompleted this course, you should now be able to:
•
•
•
•

Explain the Central Registration Depository or CRD s ystem and the role it plays in
protecting the public.
Give a general overvi ew of the expungem ent process.
Discuss the procedures that arbitrators must f ollow when considering requests for
expungement.
Discuss the specific findi ngs that arbitrators must make in order f or FINRA to waive its
right to oppose the expungement request in court.

Next Steps
To test your understanding of the course materi al, please complete the attached Expungem ent in
Arbitration Exam and m ail or fax it to FINRA for grading . To successfully complete the
Expungem ent traini ng and receive credit, you must s core at least 80 percent on the exam.
Thereafter, FINRA will update your Arbitrator Disclosure Report to refl ect that y ou have
completed this course.
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FINRA Dispute Resolution
Expungement Training
Exam

Name:

Arbitrator ID#: A_________

Return Fax Number: 646-625-6028
Directions:
After reviewing the course, you must complete and submit the following exam to
demonstrate your understanding of the material. You must score at least 80 percent
to receive credit for completing the course. Upon successful completion of the
course and test, FINRA will automatically update your disclosure profile to reflect that
you completed the course. If, however, you do not receive the minimum score of 80
percent, FINRA will notify you, and you may attempt the test again.
CLEARLY mark your answer.

 Include your name and arbitrator ID# on EVERY page.
 When you have completed the test, please FAX your pages to FINRA –
Neutral Management Department at 646-625-6028.

1. The information on CRD is submitted by regulatory authorities (for example, state
securities regulators and SROs) and by registered broker-dealers.
TRUE

FALSE

2. The expungement standards balance the interests of public investors, regulators,
and individuals in the brokerage community.
TRUE

FALSE

3. The fact that a party prevailed in an arbitration case is, in and of itself, an appropriate
ground for expunging information about the proceeding from the CRD system.
TRUE

FALSE

4. A party who has been found liable to a customer for an investment-related sales
practice violation should not be able to obtain expungement relief.
TRUE

FALSE
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Name:

Arbitrator ID#: A_________

5. The “factually impossible or clearly erroneous” standard would enable an individual,
who has been erroneously named in an arbitration because he or she was not even
employed by the member firm during the relevant time, to obtain expungement of a
dismissed complaint.
TRUE

FALSE

6. Upon request, FINRA may waive the obligation to name FINRA as a party if FINRA
determines that the expungement relief is based on affirmative arbitral findings that
the registered person was not involved in the alleged investment-related sales
practice violation, forgery, theft, misappropriation, or conversion of funds.
TRUE

FALSE

7. The expungement standards may be implied in the award.
TRUE

FALSE

8. FINRA may rely on arbitrators' findings and waive participation in the court
confirmation process if arbitrators have appropriately awarded expungement; that is,
if arbitrators have made affirmative findings based upon one or more of the
standards in Rule 2080.
TRUE

FALSE

9. FINRA does not intend for the rule to have any effect on the authority of arbitrators to
grant or deny motions to dismiss a claim prior to a hearing on the merits.
TRUE

FALSE

10. Before granting expungement by signing settlement stipulation, arbitrators should
inquire into the terms of the settlement agreements. In order for arbitrators to perform
this critical fact finding before granting expungement, arbitrators are required to hold
a recorded hearing session by telephone or in person.
TRUE

FALSE
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