
FINANCIAL INDUSTRY REGULATORY AUTHORITY 
LETTER OF ACCEPTANCE, WAIVER AND CONSENT 

NO. 20050033641 

TO: Department of Enforcement 
Financial Industry Regulatory Authority ("FINRA'*) 

RE: 
Member Firm 

Pursuant to NASD Rule 9216 of FINRA's Code of Procedure, we submit tins Letter of 
Acceptance, Waiver and Consent ("AWC) for the purpose of proposing a settlement of the 
alleged rule violations described below. This AWC is submitted on the condition that, if 
accepted, FINRA will not bring any future actions against us alleging violations based on the 
same factual findings described herein. 

A. We hereby accept and conseut, without admitting or denying the findings, and 
solely for the purposes of this proceeding and any other proceeding brought by or 
on behalf of FINRA, or to which FINRA is a party, prior to a hearing and without 
an adjudication of any issue of law or fact, to the entry of the following findings 
by FINRA: 

EuroPachuc Capital, Inc. ("EPC") (CKD No. 8361), located in Darien, 
Connecticut, has been a member of FINRA since October 7,1980. EPC is 
a full service broker-dealer that specializes in foreign markets and 
securities and also offers access to U.S. stocks find bonds. The firm 
employs approximately 40 registered persons and operates from four 
Offices of Supervisory Jurisdiction and one non-registered branch office. 
EPC has no relevant disciplinary history. 

From April 24,2002 through August 12,2003, EPC failed to develop and 
implement a written anti-money laundering ("AML") program. It also failed to 
provide AML training in 2004. Further, from September 28,2004 tough 
January 16,2006, the irrm failed to receive and respond to requests from the 
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Financial Crimeŝ EnforcemenE Network ("FinCEN") of the U.S. Department of 
the Treasury, This conduct violated NASD Conduct Rules 3011(a), (b) and (e) 
and Rule 2110. 

From October 13,2001 through November 28,2005, EPC failed to file an 
application to obtain approval from FINRA for a material change in its business 
operations. Specifically, EPC received customer checks throughout that period, 
thereby increasing the firm's minimum net capital requirement This conduct 
violated NASD Membership and Registration Rule 1017 and NASD Conduct 
Rule 2110. 

In addition, finra November 10,2005 through April 1,2006, EPC's Web site did 
not present balanced discussions of risks and contained certain misleading and 
unwarranted statements. This conduct violated NASD Conduct Rules 
2210(d)(1)(A) and (B), 2210(d)(2)(B), and 2110. 

From October 13,2001 through November 28,2005, EPC failed to establish and 
maintain a supervisory system and written procedures that were reasonably 
designed to ensure compliance with rules concerning best execution of foreign 
securities. This conduct violated NASD Conduct Rules 3010 and 2110. 

FACTS AND VIOLATIVE CONDUCT 

DEFICIENT ANTI-MONEY LAUNDERING 
COMPLIANCE PROGRAM 

NASD Conduct Rule 3011, which became effective on April 24,2002, requires 
FINRA members to develop and implement a written AML program reasonably 
designed to achieve and monitor compliance with the requirements of the Bank 
Secrecy Act, 31 U.S.C. §5311, et seq., and the regulations promulgated thereunder 
(the "BSA"). This rule contains a provision directing member firms to establish 
and implement procedures reasonably designed to detect and cause the reporting 
of certain suspicious transactions. Firms must also provide for independent 
testing of their AML program and relevant on-going training to appropriate 
personnel. 

NASD issued numerous communications to its members regarding the 
requirement to have an AML program, notifying them that the requirement 
applied to all member firms. Among other things, NASD communicated the 
requirement in Notice to Members ("NtM") 02-21 (April 2002) and reiterated this 
requirement in subsequent NtMs 02-47 (August 2002), 02-50 (August 2002), 02-
78 (November 2002), 02-80 (December 2002), 03-34 (June 2003) and 06-07 
(February 2006). 

Notwithstanding the notifications and provisions discussed above, EPC did not 
comply with the requirements of the BSA and violated NASD Conduct Rule 3011 
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in that it failed to timely adopt a written AML program until August 12,2003, 
provide AML training in 2004, and, from September 28,2004 through January 
16,2006, receive and respond to information requests issued by FinCEN pursuant 
to Section 314(a) of the U.SA. PATRIOT Act. By having a deficient AML 
program, EPC violated NASD Conduct Rules 3011(a), (b) and (e) and 2110. 

MEMBERSHIP AND REGISTRATION VIOLATIONS 

On October 7,1980, EPC was granted membership with FINRA. NASD 
Memberslup and Registration Rule 1017 provides that members shall file an 
application for approval of any material change in business operations, such as 
adding business activities that require a higher minimum net capital under Section 
15(c) of the Securities Exchange Act of 1934 and Rule 15c3-l thereunder. Based 
on the business operations disclosed on its membership agreement, EPC was 
required to maintain a minimum net capital of 35,000. 

From October 13,2001 through November 28,2005, EPC failed to file an 
application to obtain approval from FINRA for a material change in its business 
operations. Specifically, EPC received customer checks throughout mat period 
into an account labeled a special client escrow account This acceptance of client 
funds required an increase in net capital retirement from $5,000 to $250,000, 
which the firm met Nevertheless, by failing to obtain FINRA approval of that 
material change in its business operations, EPC violated NASD Membership and 
Registration Rule 1017 and NASD Conduct Rule21l0. 

ADVERTISING VIOLATIONS 

NASD Conduct Rule 2210(d)(1)(A) provides: 

All member communications with the public shall be based on principles 
of fair dealing and good faith, must be fair and balanced, and must provide 
a sound basis for evaluating the facts in regard to any particular security or 
type of security, industry, or service. No member may omit any material 
fact or qualification if the omission, in the light of the context of the 
material presented, would cause the communication to be misleading. 

NASD Conduct Rule 2210(d)(1)(B) provides: 

No member may make any false, exaggerated, unwarranted or misleading 
statement or claim in any communication with the public. No member 
may publish, circulate or distribute any public communication that the 
member knows or has reason to know contains any untrue statement of a 
material fact or is otherwise false or misleading, 



NASD IM-2210-1 provides: 

Every member is responsible for determining whether any communication 
with the public, including material that has been filed with the Department 
complies with all applicable standards, including that the communication 
not be misleading. 

* * * 

(6) Recommendations 

* * * 

(C) A member may use material referring to past 
recommendations if it sets forth all recommendations as to the 
same type, kind, grade or classification of securities made by a 
member within the last year. Longer periods of years may be 
covered if they are consecutive and include the most recent year. 
Such material must also name each security recommended and 
give the date and nature of each recommendation (e.g., whether 
to buy or sell), the price at the time of the recommendation, the 
price at which or the price range within which the 
recommendation was to be acted upon, and indicate the general 
market conditions during the period covered 

(D) Also permitted is material that does not make any specific 
recommendation but which offers to furnish a list of all 
recommendations made by a member within the past year or over 
longer periods of consecutive years, Including the most recent 
year, if this list contains all the hrformation specified in 
subparagraph (C). Neither the list of recommendations, nor 
material offering such list, shall imply comparable future 
performance. Reference to the results of a previous specific 
recommendation, including such a reference in a follow-up 
research report or market letter, is prohibited if the intent or the 
effect is to show the success of a past recommendation, unless all 
of the foregoing requirements with respect to past 
recommendations are met. 

From November 10,2005 throu$ April 1,2006, certain pages of EFC's Web 
site, which are attached hereto as Exhibit A and incorporated herein, did not 
comply with the standards set forth in NASD Conduct Rule 2210. Specifically, 
the firm's Web site conveyed that "the Rogers Raw Materials Fund" was open 
and available through EPC, when that was not the case. Those pages also 
contained a link to a web site that contained an article written by the firm's 
principal that presented statements relating to EPC's past trading performance for 
clients that were not in compliance with in IM-2210-L Specifically, the article 



highlighted the performance of the firm's top ten foreign positions indicating 
annualized total returns of 21% for a hypothetical EPC client, owning equal 
quantities of all ten stocks. The annualized total renims, however, did not reflect 
actual returns as required by IM-2210-1. The article also failed to include an 
offer "to furnish a list of all recommendations made by [the firm] within the past 
year," as required by IM-2210-1. 

The Web site also touted EPC's ability to save customers money. For example, 
the Web site provided the following: 

[ W]e can save you money... don't be fooled! Trading five-letter 
foreign stocks through market makers is a rip off The problem is 
that market makers create spreads so wide, investors could drive 
Mack trucks between them. Even worse, investors are not even 
aware of the extent to which they are being ripped off. 

In addition, the Web site contained exaggerated statements, such as the following, 
that projected the certainty of the collapse of the U.S. economy and the safety of 
foreign assets: 

In fact, we feel that it is our patriotic duty to help as many 
Americans as possible to safely protect their wealth through the 
acquisition of foreign assets. It is only through such actions that at 
least some Americans will retain ownership of financial wealth 
winch may be repatriated in the aftermath of the collapse. We 
remain hopeful that dire economic conditions will at least create a 
climate in which America can finally return to her constitutional 
traditions of sound money and limited government, providing a 
foundation upon which a sounder economy can one day be rebuilt. 
If out of the ashes of this collapse, the spirits of our founding 
fathers can rise again, it may one day be possible for American to 
reclaim her former glory, and once again be that shining city of 
which Ronald Reagan so eloquently spoke. 

The Web site also contained comparisons of services that failed to disclose all 
material differences. 

By including such statements on its Web site, EPC violated NASD Conduct Rules 
2210(d)(1)(A) and (B), 2210(d)(2)(B) and 2110. 

SUPERVISION VIOLATIONS 

NASD Conduct Rule 3010 requires members to establish and maintain a 
supervisory system and enforce written supervisory procedures that are 
reasonably designed to achieve compliance with all laws, rules, and regulations 
applicable to its business and the activities of its associated persons. The firm 
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failed to have written supervisory procedures with respect to best execution of 
customer foreign securities transactions. By failing to maintain a reasonably 
designed supervisory system and procedures with respect to this area, EPC 
violated NASD Conduct Rules 3010 and 2110. 

B. We also consent to the imposition of the following sanctions: 

• A censure and a 337,500 fine. 

We agree to pay the monetary sanction upon notice that this AWC has been 
accepted and that such payment is due and payable. We have submitted an 
Election of Payment form showing the method by which we propose to pay the 
fine imposed. 

We specifically and voluntarily waive any right to claim that we are unable to 
pay, now or at any time hereafter, the monetary sanction imposed in this matter. 

The sanctions imposed herein shall be effective on a date set by FINRA staff. 

n. 

WAIVER OF PROCEDURAL RIGHTS 

We specifically and voluntarily waive the following rights granted under FINRA's Code of 
Procedure: 

A. To have a Formal Complaint issued specifying the allegations against us; 

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

C. To defend against the allegations in 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, we specifically and voluntarily waive any right to claim bias ox prejudgment of the 
General Counsel, the NAC, or any member of the NAC, in connection with such person's or 
body's participation in discussions yarding the terms and conditions of this AWC, or other 
consideration of this AWC, including acceptance or rejection of this AWC. 
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We further specifically aud voluntarily waive any right to claim that a person violated the ex 
parte prohibitions of NASD Rule 9143 or the separation of functions prohibitions of NASD 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. 

m 

OTHER MATTERS 

We understand that: 

A. Submission of this AWC is voluntary and will not resolve this matter unless and 
until it has been reviewed and accepted by the NAC, a Review Subcommittee of 
the NAC, or the Office of Disciplinary Affairs ("ODA"), pursuant to NASD Rule 
9216; 

B. If this AWC is not accepted, its submission will not be used as evidence to prove 
any of the allegations against us; 

C. If accepted: 

1. this AWC will become part of our permanent disciplinary record and may 
be considered in any future actions brought by FINRA or any other 
regulator against us; 

2. this AWC will be made available through FINRA's public disclosure 
program in response to public inquiries about our disciplinary record; 

3. FINRA may make a public announcement concerning this agreement and 
the subject matter thereof in accordance with NASD Rule 8310 and IM-
8310-3; and 

4. We may not take any action or make or permit to be made any public 
statement, including in regulatory filings or otherwise, denying, directly or 
indirectly, any finding in this AWC or create the impression that the AWC 
is without factual basis. We may not take any position in any proceeding 
brought by or on behalf of FINRA, or to which FINRA is a party, that is 
inconsistent with any part of this AWC. Nothing in this provision affects 
our right to take legal or factual positions in litigation or other legal 
proceedings ii* which FINRA is not a party; and 
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D. We may attach a Corrective Action Statement to this AWC that is a statement of 
demonstrable corrective steps taken to prevent future misconduct We understand 
that we may not deny the charges or make any statement mat is inconsistent with 
the AWC in this Statement. This Statement does not constitute factual or legal 
findings by FINRA, nor does it reflect the views of FINRA or its staff. 

We certify that we have read and understand all of the provisions of this AWC and have been 
given a full opportunity to ask questions about it; that we have agreed to its provisions 
voluntarily; and that no offer, threat, inducement, or promise of any kind, other than the terms set 
forth herein and the prospect of avoiding the issuance of a Complaint, has been made to induce 
us to submit it. 

EuroPacific Capital, Inc. 

Chief Compliance Officer 

Signed on behalf of the 
Director of OD A, by delegated authority 

9^jpgh Street 
Suite 900 
Boston, MA 02110 
(617) 532-3426 (telephone) 
(202)721-6585 (facsimile) 
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There are no longer any truly conservativell.S. dollar 
denominated investments 

By Peter Schiff 

June 3, 2005 

www.europac.ne1 

Unfortunately there are no longer any truly conservative U.S. dollar denominated 
investments. That Is because the U.S. dollar, the currency in which such 
investments are denominated, will conserve little in terms of its long-term global 
purchasing power. 

The most important aspect of determining which investments quality as being 
conservative is to first determine exactly what one is attempting to "conserve." If 
one's goal is simply to conserve the number of dollars one owns, then there are 
several domestic investments that will satisfy that simple criteria. However, what 
good is it to conserve dollars, if the dollars themselves do not conserve their 
purchasing power? After all, we do not want dollars for their intrinsic value; we want 
them for the goods and services they can buy. However, based on current U.S. 
monetary and fiscal policy, the many structural Imbalances underlying the U.S. 
economy, and the potential monetization of massive funded and unfunded federal 
liabilities, the purchasing power of the dollar is likely to diminish substantially over 
time. Therefore, conservative investors need to ask themselves one very important 
question. What exactly am I trying to conserve? 

I have asked and answered that question for myself, and have helped thousands of 
my clients to answer it as well. What we all really want to conserve Is our 
purchasing power. At one time, when the dollar was sound, and Americans 
produced the goods they consumed, this goal was readily accomplished with certain 
types of dollar-based investments. However, like the song says; The times they are 
a changing." Anyone wishing to truly be a conservative investor must be prepared to 
change with them. 

If purchasing power is your goal, the investments that can best preserve it can only 
be found beyond American boarders. However, most stocks are not conservative, 
and neither are most currencies. The challenge is to choose the currencies that are 
most likely to conserve their purchasing power, based on objective economic and 
political criteria, and then to invest in conservative stocks denominated in those 
currencies - those that might be thought of as being for "widows and orphans" for 
citizens of the countries in which they are domiciled. 

Anyone accepting the premise that the dollar will lose a substantial percentage of its 
purchasing power will naturally develop an Investment portfolio disproportionably 
comprised of foreign stocks. Remember, former Fed Chairman Paul Volker was 
recently quoted as predicting an 80% probability that the U.S. dollar will collapse 
within the next five years (a relatively short time horizon in the investment world) 
Conservative investors who take the former Fed Chairman's warning seriously, have 
no choice but to seek safety abroad. 

However, if well diversified In both assets and countries, such a portfolio is no more 
overiy concentrated in foreign currency than is a well diverse portfolio of domestic 
securities overly concentrated In dollars. The fact that such a portfolio might 
occasionally fall in value during temporary periods of dollar strength is the trade-off 
for Its ability to rise in value during much more prolonged and pronounced periods of 



dollar weakness. 

However, it is important not to exaggerate the negative effects of recent short-term 
dollar strength. For example, the following are the percentage changes often 
currencies against the U.S. dollar thus far in 2005. 

New Zealand dollar down 2% 
Australian dollar down 2.5% 
Swiss franc down 10% 
Singapore dollar down 1.7% 
Japanese yen down 3.6% 
Norwegian Kroner down 6% 
Euro down 10% 
Canadian dollar down 3.2% 
British pound down 5% 
Korean won up 4% 

Average decline is 4% 
Average decline without euro is 3.3% 
Average decline without euro and Swiss franc 2.5% 

Also, the following is a list of the percentage price changes, expressed in U.S. 
dollars, of the top 10 foreign positions, defined by total dollar value of the firm's 
aggregate positions, held by Euro Pacific Capital clients, listed in descending order 
of performance: 

1. Up 27% 
2. Up 20% 
3. Up 3% 
4. Down 1% 
5. Down 1.8% 
6. Down 2% 
7. Down 2.8% 
8. Down 3.5% 
9. Down 4% 
10. Down 5.5% 

Average percentage gain + 4.7% 

Average decline, excluding winners -2.9% 

When dividends paid thus far this year on these securities are added to the 
appreciation, the total return thus far in 2005 for a hypothetical Euro Pacific Capital 
client, owning equal quantities of all 10 stocks, would have been about 9%. 
Annualized, the return would equate to approximately 21.5% 

That compares with the total year to date return, including dividends, of the S & P 
500 of less than 1%, which annualizes to less than 2% 

To download a free copy of my latest research report entitled "The collapsing dollar, 
The Powerful Case for Investing in Foreign Equities,"" click the following link 
https://www.europac.net/reporfc/index.asp?s«euroweb, or visit 
wvyvy,re.s?archreportl..corn 

As always, past performance is no guarantee of future success, and actual returns 
achieved by Euro Pacific Capital clients vary depending on the compositions of their 
individual portfolios. 6 

Peter D. Schiff 
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