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STARTENGINE CAPITAL LLC, FINRA MATTER NO. 2017055183101 

STATEMENT OF CORRECTIVE ACTION 

This Statement of Corrective Action is submitted by the Respondent, StartEngine Capital LLC.  It 

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

its staff. 

 

StartEngine Capital LLC (“StartEngine”) submits this Statement of Corrective Action to 

accompany the Letter of Acceptance, Waiver, and Consent (“AWC”) it is submitting to FINRA, 

to set forth some demonstrable steps it has taken to reduce the risk of future compliance 

deficiencies. 

As the AWC notes: 

• When the issue with its investor-count tracker/tally was brought to its attention, 

StartEngine corrected the issue so that only unique investors are counted. 

• In May 2017, StartEngine revised its written supervisory procedures (“WSP’s”), 

including by developing a list of pre-launch “red flags” requiring increased scrutiny of a 

potential crowdfunding issuer and its offering materials, and incorporating that list into 

its WSP’s.   

With respect to the latter item, the pre-launch due diligence checklist now includes steps to seek 

to determine if an issuer has conducted a previous crowdfunding campaign in which issues with 

respect to accuracy of information communicated in the campaign were raised.  Also, 

StartEngine’s WSP’s now include direction with respect to due diligence and disclosures for 

issuers with pre-production or pre-prototype products or services (disclosure such as “[products] 

shown in video are prototypes not yet available to the general market”). 

StartEngine has continually invested in, built, and improved its compliance function and 

resources, including strengthening its WSP’s and their implementation.  For example: 

• StartEngine has implemented a policy for computer generated images, video, or other 

content posted to an offering campaign page which requires a disclosure such as “this is a 

computer generated demo version of [product].  Product is currently under development.” 
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• A Policy for Investor Comments and Complaints, and corresponding WSP provisions, 

updated and refined from time to time, including a clearly defined process for flagging 

and reviewing communication channel comments, which includes procedures for 

contacting outside counsel about such comments when appropriate and processes for 

identifying key words and phrases in channel posts and for recording removal of channel 

posts. 

• The pre-launch due diligence checklist has been updated from time to time as experience 

and events dictate improvements, and additional resources have been and are being 

devoted to pre-launch due diligence. 

StartEngine has strived, and continues to strive, with the advice and counsel of outside attorneys, 

to improve its performance as a gatekeeper for crowdfunding offerings.  That process has 

included upgrading and enhancing its procedures, resources, and training (i) to prevent, correct, 

or remove any false or misleading statements in issuer communications; (ii) to prevent, correct, 

or remove any false, exaggerated, unwarranted, promissory, or misleading statements or claims, 

or omissions of any material fact or qualification, in its funding portal communications, and to 

ensure that its funding portal communications are based on principles of fair dealing and good 

faith, and are fair and balanced; and (iii) to reasonably supervise issuer communications included 

on its website. 

StartEngine’s corrective actions, and the mitigating circumstances of the events set forth in the 

AWC, as described in a statement that has been submitted to FINRA, demonstrate StartEngine’s 

continuing commitment to compliance and its efforts to address and to resolve issues as they 

arise. 
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