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TO: DopartmeDt of Enforcement 
Financial Industry Regulatory Authority ("FINRA") 

RE: : Douglas FanklbConrod 
Qatwtal Securities Representative 
CRD >fe. 2457046 

Pursuant tD FINRA Rule 921$ of FINRA's Code of Procedure, 1, Douglas FrenHSa Cawed, 
submit this Letter of Acceptance Waiver and Consent C ' A f o r the purpose of proposing a 
settkmeal of the alleged nuc violations described below. Thi3 AWC la submitted OA the 
oondirton suit, if accepted, FINRA will not bring any future actions against mo alleging 
violations based on the same factual findings described hereto. 

A. I hereby acoept and conMnt, without adinittwg or denying the flwHngs, and solely 
for the purposes of this proceeding tad any otter proceeding brought by or on 
behalf of FINRA, or to wfcteh FINRA k a party, prior to a bearing arid without eo 
adjudication of any Issue of law or fact, to the entry of the following findings by 

. FINRA: 

Douglas Franklin COBTOG" ("Conrod") began his association as a general aeourftJe* 
representative with a FINRA member In 1994. On July 14,2003, Conrad beewma 
associated with Piper fcfBay & Co, ("Piper Jafflay" or Ae "Ffcrt"), a FINRA 
member, until his employment temitnatian on January 18,2005. On April 8, 
2005. Conica* became associated with another FINRA member CXYZ Firm*) 
where he remains employed to date, and is therefore subject to FINRA** 
jurisdiction pursuant to Article V, Section 4 of tho FINRA By-Laws. Corned has 
£0 prior disciplinary history in toe securities industry. 
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OVERVIEW 

During the course of his employment with his Finn, Conrod began exploring the 
idea and the feasibility of starting a hedge fund business fixti^oa aircraft 
finance securities. Though Corned ultimately did net form any business entity or 
accept aay mousy from investors, he engaged in certain conduct that failed to 
meet the high standards of commercial honor and just and equate principles of 
trade in that he, without the Finn's knowledge or pcjtmssioiu (i) used tt» Finn's 
internal reformation, including wane oonfidentift-l and proprietary materials, for 
the proposed hedge fund; (ii) contacted potunttal investors, ineludmg some Firm 
institutional customers, regarding possible Interest in investing In theproposed 
hedge fed; and (ui) used the Firm's name in the proposed hedge fund's business 
plan in a manner which could be reasonably hrterprcted that tbe Firm was aware 
of and/or approved of the proposed bedge fund. 

Contod also v tolatod KASD rules by engaging bi communications with the public 
in that he published, circulated and/or distributed public commuaicatwns 
cODtxrmng his proposed hedge fuod that ware not approved by &e Finn and that: 
(i) contained statements that were exaggerated and urrwarramed, and (11) 
contained promises of specific results, and/or projections or predictions of 
investment r̂ erformance. Conrod also engaged in A single email correspondence 
with the public that was not approved by the Finra and that contained false and/or 
misleading statements or claims. 

FACTS AND yiOI^TrWrONMJCT 

As a salesperson in Piper Jeffrey's fixed income group, Conrod marketed a 
variety of fixed income products ro Piper Jaffrey'a customers, including aircraft 
bonds, Two of the aircraft bonds that Conrod marketed to Piper Jeffreys 
customers were die Pegasus Aviation Lease Securitization 2000 ("PALS 2000")' 
and fte Delta Airlines Equipment Trust Certifloat© IP92-C1/C2 ("DAL ETC"). 

Beginning in as early as November 2003 and continuing tbjxwgh January 2005 
(the "Relevant Period"), Conrod end a business partner named PS ̂ Partner ?$") 
explored fee feasibility of forming a hedge fund focused on enoraft and aviation 
bonds, During the Relevant Period, Conrod and Partner PS coromuoicated on a 
regular basis about the proposed hedge fund. 

' PALS 2000 Is an DJUXBH asset-backed security CABS"), a type of security w»»se vnlue end Income payments arc 
dcrfvtd fiom and coUattrizcd (naotod*) by a peoJ of uodcrtyinfeasjats, wnfch m ttwwsa of aircraft ABS, I» fee 
«sh fioww^ufed by piodjpaJ leaae pjQTTtaqti on *fl aJrcnfl, 
3 DAL ETC )i ui alnraB: equipment bust owtifleMe, a type pf •eowity tfeut operate* w a poaH&reugh tort (bat 
issues wrtifiwwi to investors, often ia senior and subordinated tranches, Jn wder to finance As [wrchasa <rfan 
kfrtraft^atraitmaiuwedentb^ Thetrurtihrolra^tfcarin^tb tnaWin^ mad tint tmxe* 
ruutej payroftcts thitm̂ lj the Wist to tbe ITIVWWV Upo«i maturity tflkc ceti fiesta, tfwr airilna rtcatvra title to the 
*ii craft. 
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1. Failure to Observe High Standards of Commercial Honor and Jus* 
wad Eqaftflbk Principles ofTttde 

NASD Conduct Rule 2110 requires members to observe high standards of 
comiKercial honor and just and equitable principles of trade. Conrod engaged in 
conduct thai was violative ofNASD Rule 2110 in the following ways: 

a. Unouihorixed Use of Firm '* Internalfrformaitoik Including Some 
Proprietary and Confidential Information, For the Proposed 
ffedgeFund 

While employed by his Firm, Conrod, along vo* Partner PSV drafted at least two 
documents relating to their proposed hedge ftmd; *23-page business plan (the 
"Business Flan") and a 21-page Power Point presentation (the "Power Point 
Prtsoit&tfQn"). 

The Business Flan Was entitled* "Aircraft Partners Fund I; Prepared by Doug 
Conrod and Partner PS_* fh the Business Pkn, Osxvod detailed tbc potenflflj 
opportunity available to investors in the proposed hedge rand by cxpteioing the 
nuaaces of the aircraft leasing and distressed debt marketplace. The Business 
Plan also provided examples of two potential hwestmoni opportunities which the 
proposed hedge fund would invest in as part of Its investment thesis. These 
investments were PA.L5 2000 and DAL ETC, two distressed aircraft bonds which, 
under the Business Plan of th& proposed htdge fond, would be purchased at a 
deflated price In relation to the price of the aircraft and the telated (ease payments. 
These two aircraft bonds were jecurities that Conrod marketed to customers of the 
Firm as part of his duties as a salesperson. The specific aircraft bond infotraation 
utifized In fro Business Flan and PowerPoint Presentation was compiled from a 
variety of sources, including public and historic mformatlon, as Weil as some 
information which the Firm had designated as 0lnK»at Use Only- Do Hot Copy 
or Distribute." 

During the Relevant "Period. Conrod fonvarded at least 24 Firm emails containing 
materials explicitly labeled as 'ternal use only" fioro either bis Piper Jseffiay 
email account or an authorized Firm Bloomberg email account to external email 
addresses. Some emails were forwarded to his OWD personal cm&U address and an 
©mail address belonging to Partner PS, while other emails were forwarded to 
outside Individuals, some of wboni worked Ibrinsthxicional customers of the 
Finn. These Firm emails were not intended by the Firm to be disseminated 
outside of the Firm and mucb of the Informadon included in these "internal use 
only" emails pertained to aircraft bonds and finance. 

Also, as a Firm salesperson, Conrod was authorized to use a Firm proprietary 
research tool that YSJned aircraft bonds, pursuant to his signing of a 
confidentiality agreement that was Conrod's sffimiatfon that ha understood and 
agreed ho was prohibited from emailing* copying or distributing the tofbrmarion 
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be received fi-om the proprietary research toot. In direct violation of this 
confsdentiaUty agreement, Conrod forwarded some emails outside of the Firm that 
contained injfomiadqn obtained from the research tool. 

In short; Conrod did not have permission from the Firm to utilize the Firm's 
jnfemal information, including some proprietary and coafldeatiaj information, for 
the proposed hedge fund. By reascfi of the foregoing, Conrod violated NASD 
RukZUO. 

b, Conrad's Contacts-with Potential bmstors ofthe Proposed Hedge 
Fund 

During the Relevant Period, Cocrod utilized his Firm's business emttil account 
and Bloomberg email account to communicate about the proposed hedge fund 
withathWstiaifleiiBiivitoc^&tbeFJm. Though these nine individuals 
were family and friends, most of them wort also Conrod's main contact at an 
institutional customer of the Firm. In addition, Conrod met with and/or provided . 

- flic Business Plan and Power Point Presentation to several of Ekese nine 
Individuals. 

One of the purposes In ocmmiuucating with those individuals was to explore 
raising seed money for the proposed hedge fund. Coarod also met with 
individuals at XYZ Firm* a FINRA member and Conrod's aureot-empJoycr, to 
discuss whether they would be fntsrested la providing capital for the proposed 
he^fuod. 

Conrod's communications with potential investors of the proposed hedge fund 
cortathotod a violation ofNASD Conduct Rule 2110. 

a Use of the Firm Nam in tht Business Flan for the Proposed 
Jitfd&Fwd 

The Business Plan also had a Biographies section that contained written profiles 
on Ihc proposed hedge fund** two founders and partners, Conrod andPaxtnef PS. 
Centred** biography contained a paragraph that referenced Conrod's affiliation 
with his member employer by stating,. 

Mr, Coamd k currently a Mi&agtaf Hnotw at Piper Jatfrij asd 
CfeMpany, tin pKxemlocnt Mrann Etpripmsot That and AfrcraftABS 
dealer on lW*u" Street Ho je&wd toe Snn in My 20W and cuirartfy is 
one of fro flnn'i top salespeople on die etruetund proAict ftoed 
irnome trading desk. H* (a ado toe sales team leader to* BW oewty 
Itolflched C&CtfCOO group, {BrapfMsis in original) 

The Finn** policies and procedures stete, "No employee may use the Firm's name 
in any manner which ooufd be reasonably misinterpreted to indicate a tic-in 
between the Firm and any outside activity of the employee." 
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By reftrrbg to the Firm in materials for the proposed hedge fund without the 
Firm's knowledge or permission, Conrod used the Firm's name in a manner 
wfcich could be reasonably misinterpreted to indicate feat the Firm was aware of 
and/or approved of the proposed bodge fund, in violation cfMASJD Conduct Rule 
2110. 

2. Conrad's Communications with the Public9 

According to the General Provisions ofNASD Rutes, and ID particular, the 
apnlicabrlitv of the rules to employees or associated persons of members, Oaner&l 
Provision 0115 stales, 'These Rules shall apply to all members and persons 
associated with a member. Persons associated with a member shall have the same 
duties and obligations as a member nndar these Rules " 

a. Principal Approval 

Conrod'suse of the Business Plan and Power Point Prestntatioft violated NASD 
Rule ttlOffrXrX as they were not approved, prior to use, by a registered principal 
.of the Firm. 

b. Risk Disclosure 

NASD Role 2210{d)OXA) requires communications with the public tobefiiirsnd 
balanced̂  and to provide tbe investor with a sound basis for evaluating the facts 
regarding the securities products or services being discussed. No material feet 
may be omitted xrom a commiuifcatlon if such omission would cause the 
communication to be misleading. Conrod violated NASD Rdle 2210(d)(lXA) in 
that the Business Plan and PowerPoint Presentation tailed to inctudo adequate 
disclosures regarding both the general risks of hedge funds as an investment, and 
risks specific to Conrod's proposed hedge fund. Absent such disclosures, tbe 
proposed hedge fund's materials failed to provide a Our and balanced presentation 
to investors. 

c Exaggerated or Ummrranted Sfatemants or Claims 

NASD Rule 22lQ(dXlXB) prohibits false, exaggerated, unwarranted or 
misleading statements or claims. No member may publish, circulate or distribute 
any pubHo communication that the member knows or has reason to know contains 
any untrue statement of a material fact or is otherwise false or mrsioadlpg. The 
following arc examples of statements or claims in the Business Plan and/or Power 
Point Presentation mat are exaggerated or unwarranted. In violation ofNASD 
Rule22lO(d)(l)(B): 

1 tn Pebruwy 2003, the NASD iunxJ NotU* to Memoes 03-47, which rmmtod raemtwt* and their cmpluye** of 
t&edi obHeanees vim selling hedge fimde mA times ot bvS&t ftiodt, itcludtaj previcBnft balanced <flsdo3urn in 
promortoKJii efforts and perftrmtog a reasonahlc-bASi* wKaMIity drteiroinatiiin. 
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• "Secured Aircraft Bonds Oflfer Compelling Rates of Rfitum-There exists a 
tremendous opportunity for investors to purchase on a secondary basis, senior 
snouted positions, in. structured cash flow instruments that «3l tetoro high 
stable yields for considerable periods of tiruc In an absolute basis and 
relative to other asset classes, aircraft equipment trust and aircraft equipment 
trust and aircraft ABS transactions offer ccmpeltmg rates Of return*- page 6 
at Business Flan; 

» "Seek.to purchase assets or cash flows at a discount to their mtrinsiB or net 
asset va5ue providing the investor a margin of saf&y and generating an 
acceptable return assun) lug no growth" - page <5 of Business PI an; 

t Leverage in structured ABS aircraft bond cash flows-Small increase In 
performance can create significant price appreciation in marker" - page J 6 of 
Business Phm; 

• "Long lived aircraft assets will generate compelling returns for a coastdemfc/a 
period of lime" - page lo~ of Business Plan; 

» "Mr. Conrod is currently a Managing Director at Piper Jsfiray an4 Company, 
the pre-eiBinent Aircraft Equipment Trust and Aircraft ABS dealer on Wall 
Street" -page 17 of Business Plan; 

» "Oownsido - Miniioa) - Buying at discount to NAV Excellent oollsteral 
coverage"-jpagt 2 of Power Point Presentation; 

• "By assuming what we believe to be relatively small bankruptcy and 
repossession risk, we have the potential to earn 20% return" - page 20 of 
Power Point Presentation; 

• "Opportunity to generate double digit returns with minimal risk** - page 22 of 
Power Point Presentation; 

» "Unique to our management team is (ho expertise and ability to take 
possession an&manage tie physical alTcraSwset Very few inveatincut funds 
have this skill set" - page 22 of Power Point Presentation; 

• 'leverage In structure aircraft bond cash flaws-Small inoroasa En performance 
. can create sign rficaitf price appreciation In market* - page 22 of Pcnyer Point 

Presentation; and 
• "Long lived assets can genernle compelling returns for a considerable period 

of tone1' - page 22 of Power Point Presentation, 

d Promises, Projections orPrt&ctiaru 

NASD Rule 2210(dX2)(D) prohibits the promise of specific results and/or 
predictions or projections of investment perfomance, The following am 
examples of statements or claims in the Business plan and/or Power Point 
Presentation that violated NASD Rule 2210(d){2)p): 

• "Barn un-ievtred 9-15% annua) returns utUlzms very low leverage, I-turn 
generating potential Teams cfclose«o20%fcthftbnsecaacw-pagetof 
Business Plan; 

e 
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n "We will target base case un-tev«ed IRR1 s prrtajnal Rate of Return] 
tor ETC and EHTC structures, and 9%42% for ABS stracturesT - page 6 or 
Business Plan; 

. "This scenario produces 9+% IRR'9 for both the Al and A2 classes in an on-
Jevered environment heid to maturity"-page 9 of Business Plan; 

* The base case scenarios for Al and A2 which disclose "TOR 936% "Base 
Case - Heid to maturity" and "IRR 9.50% - Base Case-Held to maturity5 - . 
bottom of page 13 of Business Plan; 

t "See above analysis conservatively indicating 9% return" - page 15 of 
Business Plan; 

* "la a conservative case ws feel confident we can generate mucvô ieturns or 
9-15% assuming no recovery from current marks* levels*' - page 16 of 
Business Plan; 

* "tin-levered 9-12% returns, with very tow leverage..-page 2 of rower 
Point Presentation; 

* ,l2Q-W> HOT - page 14 ofPower Point Presentation; 
* "926% IRR"-page 14 ofPcw Poiot Presentation; 
- "9.50% IRR" - page 15 of Power Point Presentation; • 
* "Purchase A2 Class in 4-1 ration to Al. Blended inv̂ ycred current Yield of 

9 A m IKR ID maturity - Base esse asaiunptiorV* - page17 «f Power Point 
Presentation; and 

* "Cash on cash annual yield of \ 1.4% - Base case assumption" - page 17 ot 
Power Point Presentation* 

e. Misleading Email 

On December 7,2004, Conrod sent an email from bis Firm's email accowt to two 
outside email addresses (the "December 7,2004 ctnaiT). One of fee recipients 
was a customer named PS ("Customer PS"). Conrod's former pwfessor at 
Columbia Business School and the founder of the ABC Fund, a hedge fund that 
was a customer of Piper Jaffray at the time. The other recipient of Conrod s emaii 
waa Partner PS. 

In this December?, 2004 email to Customer PS, Conrod stated that he ^ J j ^ " * 
PS had been trying to false funds for fta proposed hedge fcnd aroee June2004. 
Comod explained that the XVZ Finn WHS willing to bouse the Vtoyx«i^SP 
fund and that Coorod and Partner PS already had ccWtmeats for a few WIUK* 
dollars, The December 7,20v4 email continued by staring that Conrod and ^ 
Partner PS were looking to raise more money to "get the fond up and njnmng" 
and asked Customer PS for guidance end suggestions for to assist them in 
reaching the Columbia Business School network. 

Several ofConrod's statements in this December 7,2004 email were net true, 
Iccluding that the XYZ Firm was willing to bouse the proposed hadg* fimd and 
that Conrod had Investor commitments of a ftw million dollars. 
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Consequently, the content of the email was &lse and misleading, in violation of 
NASD Ruk 2Z10(dXl)CB) and the content standards of NASD Rnle22U(dX0-

VIOLATIONS 

1} Conrod violated NASD Conduct Rnlo2i JO by ailing to observe high 
standards of commercial honor and just and equitable principles of 
trade in that he, without tea Finn's knowledge or permission-' 

s. used the Firm's internal Information, including some 
confidential and proprietary htformation, for a proposed hedge 
fijnd; 

b. had contacts with potential investors, including some Finn 
Institutional customers, regarding investing to the proposed 
hedge M l and 

c- used the Firm's name by improperly referencing the Firm in 
the proposed hedge fund's business plan that he created io a 
manner which could ba reasonably misinterpreted to indicate 
that the Firm was aware of and/or approved of the proposed 
hedge fjnd. 

2) Conrod violated NASD Conduct Rule 2210(b)( I) in rhat the materials 
be created for the proposed hedge fund and/or utilised for 
communication with the public were not approved, prior to use, by a 
registered principal of his Firm. 

3) Conrod violated NASD Conduct Rule 22I0(<fj(I)(A) in that the 
materials he created for the proposed hedge fund and/or utilized tbr 
communication with the public lacked adequate â SeiosUces such that 
they were not fair and balanced and did not provide a sound basis for 
evahuniDg the fects regarding the securities products or services being 
oflfored. 

4) Conrod violated NASD Conduct Rule 2210(d)(lXB) m feat the 
materials be created far the proposed hedge fund and/or utilized for 
communication with the public contained exaggerated enoVor 
unwarranted statements or claims. 

5) Conrod violated NASD Conduct Rule 22 !0(dK2XP) in that the hedge 
fund materials be created and utilised for communication with the 
public contained promises of specific results and/or predictions or 
projections of investment performance. 
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*) Conrod violated NASD Conduct Rule 2211(d)(1) in *at 1ha single 
email correspondence he utilized for communication with the public 
violated the content standards ofNASD Conduct Rule 221O(d)0) in 
that It contained false and/or nualeading statements or claims. 

B. I also consent to the miposinon of the following saoctkms; 

A three mouth suspension from association wita any FINRA merabar,(h any 
capacity and a ftoe in the amount of S5,000. 

I agree to pay the 55,000 line upon notice that this AWC has been accepted and 
that such payment is due and payable. I have submitted an Election of Payment 
form showing the method by which I propose to pay the fine imposed. 

I specifically and voluntarily waive any right to claim, that I am unable to pay, 
now or at any time hereafter, the fine imposed in this natter. 

I understand that if I am ban ad or suspended from associating with any FINRA 
member, 1 become subject to a statutory dismjiajincadon as that term is defined In 
Section 3(a)(39) of the Securities Exchange Act of 1934, as amended. 
Accordingly, I may not be associated with any FINRA member in any capacity, 
including clerical ortninisterlal fractions, during the period Of the three month 
suspension. (ge« FINRA Rule 831Q and IM-S310-1.) The sanctions imposed 
herein shall be effective on a date sot by FINRA staff-

E. 

WAIVER OF PROCEDURAL RIGHTS 

I sp̂ rafieaUy and vcdoiitarily waive the following rights granted under FINRA's Code of 
Procedure: 

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

B. To be notified of the Foitnal Complaint and have the oppcirtunfey to answer the 
allegations hi writing; 

C. To defend against the allegations in a disciplinary bearing before a hearing panel, 
to have a written record of the hearing madcandtohavea written decision Issued; 
and 

D. To appeal any such decision m the National Adjudicatory Council fNAC*) and 
then to the U.S. Securities and Exchange Commission and & US. Court of 
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Further, I specifically and voluntarily waive any right to claim bias or prejudgment of the 
General Counsel, the MAC, or any member of rae KAC in connection with such person's or 
body's parocipatwa in discussion* regarding the term* and «wd?&aw of this AWC, or other 
consideration of this AWC, inchidbg acceptance or rejection of this AWC 

I further specifically and vofantarily waive any right to claim that a person violated the ex parte 
prohibitions of FINRA Ride 9143 OTIAC separation of iuncoons prohibitions of FINRA Rule 
9144* bi connection with such person's or body's participation in discussions regarding the terms 
and conditions of this AWC, or other «iasideration of this AWC, inchidiug its acceptance or 
rejection. 

m. 
OTHER iVfATTERS 

I 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 HA.C, a Review Subcommittee of 
ifccNAC, or the Office itf Disciplinary Af&fes ("OBA"), pursuant to FINRA Rule 
9216; 

IB. If ibis AWC is not accepted, its submission will not be used as evidence to prove 
any of the allegations against rae; and 

C, ff accepted; 

1. this AWC wfll become part of my petmanect disciplinary record and nay 
be cor̂ deTod in any fbture actions brought by FINRA or any other 
regulator against me; 

2. • this AWC will bs made available through FINRA's public disclosure 
program inrcsponseto public inquiries about my disdrdmary record; 

31 FINRA may make a public announcement concerning this agreement and 
the subject matter thereof in accordance with FINRA Rule S3I0 and JM-
S3I0-3;and 

4, 1 rnayitottakeauyacdooorznakeorpeTtt 
statement, tnclodinf 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. I may not take any position in any proceeding 

10 
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brought by or on behalf of FINRA, or to which. FINRA Is a parry, that is 
inconsistent with arty part of this AWC Nothing inthisptovi^ 
my right to lake legal or factual positions in litigation other legal 
proceedings in which FINRA is not a party. 

I may atocb a Couttfiv* Attfc-tv Stetemew. ftis AWC thai is a statement of ̂  
aoraonstrabJe corrective steps taken to prevent future misconduct 1 understand 
that lrnaync* deny the charges or make any stBternentthat 1* inconsistent with 
ihe AWC in this Statement. This Statement does not constitute tactual or logal 
findings by FINRA.™» docs '* reflect v i e w s o : ^ 5 t a f i * 

I certify that 1 have read and understand all of the provisions of this AWC and have 
full opportunity to ask quesaons about h; that I have agreed provision* vohm*4 

no offer, threat, inducement; or promise of any kind, othcnKan jx terms set font] 
t of -voiding the issuance of a Complaint, has beeil tnan* to iadut 

Pate 
• Franklin Conrod, Respondent 

GcuJcrai Securities Representative 
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Accepted by FINRA.: 

Signed oo benalf ofthe 

r>d5FJe5>c«, Vicejsesldeat 
FINRA D̂ aTOn̂ WEnJwrctmcnt 
KWanStteê Î Floor 
New York, New York 10005 

Scoti Andersen, Director 
FINRA Department ofEnfcscemait 
MWffMStreet, 14* Floor 
New York, New York J0005 
(«4S) 315-7303 <H) $4«i5-7443 
scot6mdetsen@finra,org 
Conway Lee, Counsel 
FINRA Department of Enforcement 
14 Wall Street, 141* Boor 
New York, New York 10005 
646-315-7359 (tel.) 6^15-7443(̂ 0 
conv/ayJeo@Bnra-OTg 
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