
While the federal financial regulators largely remain furloughed due to the federal government

shutdown, the release of the North American Securities Administrators Association (“NASAA”)

2025 Enforcement Report[1]last week reminds us of the important work our state regulators

continue to do even as federal regulators sit at home. The report details that state regulators

conducted 8,833 investigations, and brought 1,183 enforcement actions including 145 criminal

cases, 69 civil actions and 853 administrative proceedings in the last year. In this time, state

regulators obtained orders directing more than $190 million in restitution and $69 million in fines

while imposing 3,450 months of prison sentences.[2]

The report states that digital asset investment scams continue to be the leading threat to

investors, while pig-butchering continues to be an all too frequent strategy employed by fraudsters.

Technology such as social media allows bad actors to promote and carry out their frauds remotely

and online. This can impact both individual investors and established financial firms. In one case, a

registered representative at an established investment adviser was persuaded to invest in

a cryptocurrency on what turned out to be scam exchange by someone he met on a dating site.

After investing personally and seeing reports of substantial profits in his personal account, the

registered representative recommended his clients to invest with him. It was all a scam. Altogether

the registered representative and three of his clients lost $1.2 million. The investment adviser fired

the registered representative and he is now barred from registration.[3]

Other applications of new technology by bad actors highlighted in the report include the sale of

unregistered securities through smart phone apps, and blockchain metaverses.[4] State regulators

report investigating the use of artificial intelligence tools to pull off impersonation schemes. Other

fraudsters use claims of increased profitability thanks to their firms supposed use of AI, or so-

called AI washing.[5]
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The state regulators continue to see frauds involving traditional securities  such as stocks and

equities, promissory notes and real estate investments. In addition, it is important to remember

that state regulators share responsibility to enforce violations of off-exchange violations of the

federal Commodity Exchange Act and their own state commodity laws and regulations, such as the

Model State Commodity Code, the Martin Act in New York, and in some cases, their state securities

acts.[6] The report spotlights a case brought against a Southern California precious metals dealer

and its owner for misleading customers into purchasing grossly overpriced precious metals.[7]

Traditional broker-dealer and investment adviser firms have found themselves in the state

regulators’ cross-hairs as well. The states conducted 282 investigations involving registered

broker-dealers and 471 investigations of investment adviser firms. These investigations led to 86

enforcement actions against broker-dealers, and 100 cases against investment advisers. The

charges involved “recordkeeping, supervision, dishonest or unethical business practices,

unregistered activity, and securities fraud.”[8]

BCLP has extensive experience counseling broker-dealer, investment adviser, and commodity

trading firms with regard to state securities and commodities laws and regulations. Please let us

know if we can help you and your business with state financial regulatory issues.
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https://www.nasaa.org/77718/nasaa-releases-2025-enforcement-report/?qoid=current-headlines
https://www.nasaa.org/77718/nasaa-releases-2025-enforcement-report/?qoid=current-headlines
https://www.nasaa.org/wp-content/uploads/2025/10/2025-NASAA-Enforcement-Report_FINAL.pdf
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This material is not comprehensive, is for informational purposes only, and is not legal advice. Your use or receipt

of this material does not create an attorney-client relationship between us. If you require legal advice, you should

consult an attorney regarding your particular circumstances. The choice of a lawyer is an important decision and

should not be based solely upon advertisements. This material may be “Attorney Advertising” under the ethics

and professional rules of certain jurisdictions. For advertising purposes, St. Louis, Missouri, is designated BCLP’s

principal office and Kathrine Dixon (kathrine.dixon@bclplaw.com) as the responsible attorney.
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