
FINANCIAL INBtJSTRY 31KGUI-ATORY AlTTHOBITy 
XJETTJBR OF ACCKFTANCft, WAIVER AND CONSENT 

NO. 20080122439-01 

TO: Department of Rnfojcsmonr 
Financial Industry Regulatory Authority CHNRAM) 

RB: Canaooord Gcaataty lap, (Wa Otqanooxd Adaana, foe.) 
(RD No. 1020% Respondent 

Ptn?iianttoFuNRAlbUe&16of]^^ 
("Respondent,'1'HSanaccoroy' or the *<ftn»w> tuhmfan^I^stoof A t ^ ^ 
Consent ("AWCO for the purpose of proposing a setdement of Ae aUogpd tale violations 
described below. This AWC is submitted ootlw oonetf^ 
bring any fti^aeti^ 
ftndtngs described herefo. 

ACCEPTANCE AND CONSENT 

Rosp<>ndenthex©bya<»eptsitt̂  
fmrringa, and soldy to tta purposes of this pioceedlqgaod any otfierpieeee£ng 
brought by ox oa> behalf of FINRA, or to winch FINRA is a party; prior to a 
bearing and without am adjnxBcatioJi of any issue of law or fiiot, to the entry of the 
foflowrng findings by FINRA: 

aUCKGRWm 

Canaccond has been a member of FINRA since 1946. principal place of 
biisineas is located e*Bc*eoĉ Maŝ ^ 
underrating, lesemceb, and instrordonal antes to cluoots in the US - ^ ^ w ^ 
The Finn la approved to do taataess in all 50 etataa end the District of Cotamtta. 
It tumemij baa appw»niia<Bry 164 registered repreaeatatlvea operating out of 11 
bcaaeb offices in the US and Canada. 

The Respondent does notbm amyx«levaj*dis^ 
Securities Exchange Ccvmn^o^FINR^ 
«ctf-« îla±oryarBat>izatioiL 



During the review period of January 2007 through Jury 2009* a portico of 
Ĉ oaooord's bTjainr« involve 
nrvestnwn^PufcticE^ This metierecoaeftom a 
review of Cenaccord'g supervisory systems end ptoccdurt»ooiicexnaig the 
mtexnaj flowof inJorniariOT 
finn'e PIPE businesa. During the review period, Canjiocord tailed to have 
rsasOMfclemfbmationbsJTO A^tionalry,tte firming 
a reasonable system la pLaee forme review of in* email correspondence and 
oommuulcetiona on ha internal chat room system. Accordingly, Ctaaceoxd 
vkdetadKASD Rules 3010 and 2110 aod FINRA Rnle 2010. 

PACTS AWP VIOLATIVE q<OTrWr 
1. NA8DRulc301Onequires,toi^rf^ 

and enftn»t*asoiuibleaysWflBiL^ 
biiainess in which, it engages. Boring the review period, Capaocoidwajan 
native paartteipani In the U.S. PITC market, yet fefled to have m 
roasenable iutbtBartion U M lets procedures wjih Acapoet to the firm's Ffĵ H 
busmen*. Mo» spedfloatty. 

a. The Arm failed to have a reasonable system in place to track 
exnpleyeea who wne brought ̂ jver the wsjr* c« specific PIPE 
toB&aactsoaa.1 Wldteliufiimnadapnoee^ 
maiatraumfio of a "emit nrosaing log," during the review period, ft did 
not maintain sedo. a. tag. Instead, the firm stored iiifermstim shout 
"overmewalTenmtoyeesmaGomp^ 
ai»fl«giblo*opefBOiW3nCott^ 
example, memtor trading and review emails of ettn5lcv**etm»ght 
over the wall on investment baiJdng matters. 

b. ThefirmreiW toiriainlam^ 
securities on the firm** &ay net end/or teatrjeted Be*.* Farther, during 
the ssmtme period, the f t a 
ê demfdwgmatftaedmv̂  
aeenrides to determine whether employees bad nrianaed material, ntaa-
puoHc information* 

' 'Whew lha saess or fcro ofan aifliwiiatinn naiwi fitm * firm'i lgvegtownt eaetden depertnijDl to eBBpteyeet in 
MK>ê acpfltuautw«ociia»uwanitj or sale* â aJaVnt̂ ftta'ttpBtas**)̂ ^ 
enfaayeet, tbrn'sincy fled ttneeeMaiy *>1*ittgaa6*attcfcor MOM employe* "overtta watfeesuft naksif safta a 
m}iitrt, otaBctudly waiting etooi ̂ '̂ ^"ly iHimft*ini ef <n< ftei*> invfutiMerrl̂ wlriag i**pawnftrtf fert^|t\ifyvw 
ojPa ̂ pesneoiaFdeal er tscsuseolMBEi. 
'̂ nate^ ĵpeylirtritoto 
taringjb tĉ aetteekwawunaybyflflwafwweHmaaaeâ wfcgridepartments, ATiuatriotodljat*faywenfflyaaet 
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c. The flim failed to have a reasonable system in place to jnonitor me 
flow of information eone^^ 
mveetore. Specifically, while me firm's procrahiflea reoJuhxd sales 
persons to obtain verbal agr̂ emonts fiom potential 
ittfoanntianoonccnim^ 
from trading on such mmrmetfon, the firm did not reasonably ensure 
ihatthapToeeAxifcwasfoflowcdOT 
agicements were or̂ med* Moreover, the mfififiitntlon mat was 
raftinfujned concerning me disclosure of hrfomEumou on PXPE 
transactions wee pet used for supervisory oreomplhmce purposes. 

2. In sddfaiontotbe dcfictenciaB in, the firm's Infirrrriathm parrkrsp^ 
me tn^ra aystem nbr review 
While me firm's procedures required the review of a sample of email 
conraannicsctioas. the samplo hyfladftd mail boxes for taseta no longer 
employed at the firm end rjexmî ^ 
their dfaexetton to mark emails previewed based solely on a revWr of mo 
sender's name, recipient's name, and auhjeet line of en email Stated 
differently, me firm permitted Tmlk review" of emails without any written 
gnidrfiniH informing Compliance staff of the parameters far suoh review, 

3. During the review period; me firm also utilised.an, mrnoml chat room aystam 
that allowed members of the firm's basinets units, inolndtng but not limited 
to,tbcroveslOTenrbBnkmgendi» 
review ea«h omara comnm ĉatiDftS. Tlie uxm did not have any written 
pioocdurce mpJbceTelevamtomonrtnr̂  
the Aim's busman units on the haemal chat room system and could not 
dot ajmogt that it actively monitored snob eommiwiosrtiaas. 

By reason of the foregoing, Canaceord violated NASD Rules 3010 end 2110 end FINRA 
Rule 2010. 

B. Respondent alweesisenJB to 

* A censure; and 
« $40,000 fine. 

Respondent agrees to pay me monetary sanctions) npon notice mat fins AWC has 
been accepted and mat such paymact(8) are o^ and paa Îe. Respondent has 
submitted an JBkxafrm of rnyinent fbim sbowm̂  
propx>se8mpaythefineinipoaed. 

Respondent specifically and voluntnxjry waive* any joght to claim that ft Is unable 
to pay, now or at any time hereafter, the monetary senctton<s) imposed in this 
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Theaanotionahnpoaedher̂  

DL 

WAIVER OF FHOCEJDTJRAL RIGHTS 

Respondent sp««ific«tty and vcAuttf̂ ty waives the following righhi granted under 
FINRA** Code ofProcedme: 

A, To hevo * Chnmlaint issued spodfying the allegations ageinat Respondent; 

B. To b* notified of the Cofflplsima^ 
allegations m writing; 

C Tode&adagasasiftftea^^ 
to havo a wiiihsn record of the hearing made astd to have a written decision issued; 
and 

D. To appeal any such decision to 
then to the SeourirJes and Bxî iasî  Ccatmuswrnaztd 9 V^. Court of 
Appeals. 

Further, Respondent specifically and voluntarily waives any right to claim bias or prejudgment 
of the General Counsel, the N AC, or any member of the NAC, mcomv«^ioo wimsuchrierson's 
or body's participation in disrattsamie regarding the terms and enwfltiom oftmsAWQ or other 
considetarion of this AWC, including atxaptaoce or rejection of this AWC 

Respondent hntlu^ 
the ex parte prohibitions of FINRA Rule 9143 orme separation of fmtttions prordhrrirffiB of 
FINRA Bask 9144, in connection, wim such penwn*s or body a participation hi <Mj*tf«Wis 
regarding the hams and contfittons of mis AWC, or other omsibnmtimi of mis AWC, foetndhig 
its acceptance or rejection. 

in. 

OTHER MATTERS 

Respondent understands mar. 

A SllbrnisMfm of this AWC is vohmttry and wilt not resolve. 4h\i m»ttw ipittma 
until it has been reviewed and soeepted by tte 
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Ola NAC, at the Office of DisciplinaryAffairs ("ODA**), pursuant to FINRA Rule 
9216; 

B. tfthisAWCisuotacoaptedjitt 
any of me allegations against Respondent 

C. If accented: 

1. tblaAWCwfflltJccorwpa^ 
record and may he considered many future action 
any other regulator against Râ ondent; 

2. mis AWC wOl be unavailable through FINRA* public disclosure 
piugimu in response to public inquiries about Respondent's diaê Koary 
record; 

3. FINRA may mains a pm l̂b announces 
me snljccttnnuni thereofin accordance with FINRA Rule 8313; and 

4. Respondent may netted 
pubHf smtffinffit, wii«e:^g in r»jjpilaft^fflinaa or omerwisa. denying. 
fto+rtXy rsr in^imfidyx tuny finding in this A W C OT create the JtUBItUSSion 
nSat the AWC is wMumt ftc^ 
poeitttmujanypree* 
FINRA Is a parry, that to n^ Noming 
fatbisprovtt^aft^ 
posing jbalWanto 
party. 

D. Respondent may attach ft Corrective Action Statement to this AWC mat ia a 
ftettrwwnt f^^fw^jftf^l^ QfliTaerJva stepa taken tDninvttirttldnwflfrl 
Ksŝ xmuemimdê  

trte^^Btt «rtth tfie AWC hi tfaia Statement This Statoinegrt docs not 
consuluiBfecmal or legal flndn^n^ 
FJNRA or its staff. 

The undersigned, on behalf of the Respondents oortifies that a person dnly sn&orizedto act on its 
hrfyt1»k— *m*A yyi ^«>fK^At «1T rtf *Ho ppiwrtatfttMr of thia AWC and has been given a fell 
opportunity to sjk Questions about it; met Respondent baa agreed to its provisions vohmtadry; 
and mat no offer, threat, indncernent, or promise of any siod, onW man me terms set farm herein 
and the prospect jĉ avcidnig me issuance of a Cĉ riplairti, has bean made to induce the 
Respondent to submit it 
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1 & 1 ' ^ ffhgaaOm, Canaĉ dGeniaty. me. 

Print M«niir ^ - ,&>vg ^ a 4 v J > * « 

Reviewed by: 

Bingham MoCutohen LLP 
2020 K Street, NW 
Washington, DC 20006-1 80$ 
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Accepted" "by FINRA; 

January 24,2011 
Date 

One liberty Puoa 
New Vera* NY 10006 
Phone: 212-858-4176 
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STATEMENT OF CORRECTIVE ACTION 

This Corrective Action Statement is submitted by the Respondent. It does not constitute 
factual or legal findings by FINRA, nor does it reflect the views of FINRA, or its staff. 

Canaccord Genuity Inc. (Xanaccord" or "the firm") is a research-driven institutional 
broker/dealer serving the trading, research and investment banking needs of its money 
manager and corporate clients. In January 2006, the former Adams Harkness, Inc. was 
acquired by Canaccord Capita! Inc and renamed Canaccord Adams Inc. hi May 2010 the 
firm was renamed Canaccord Genuity Inc. following an acquisition of Genuity Capital 
Markets by its parent, Canaccord Financial Inc. 

While the Letter of Acceptance, Waiver and Consent ("AWC") did not make findings of 
any breaches of the Firm's information barrier procedures and policies, the AWC did 
make findings regarding the adequacy, enforcement and documentation of these and 
other procedures. Highlighted below are enhancements to the Firm's procedures and 
policies which address FINRA's concerns. 

Information Barrier Procedures Related to PIPES 

Department Managers and employees have been re-educated, and practices and 
procedures for all Wall Crossing tracking platforms have been enhanced, in order to 
document in a more timely, efficient and accurate manner. Specifically in regards to the 
Wall Crossing Log, procedures have been updated to require a real time separate standing 
iog, and an individual in the Compliance Dept. has been assigned the responsibility to 
immediately update the log as any changes occur, hi addition, procedures regarding 
information barrier reviews have been enhanced to document the trading and e-mail 
reviews taking place. 

Regarding employee trading, procedures have been enhanced to require an escalated 
review by a senior member of the Compliance Dept. for any employee trading for 
securities on the Grey List. This escalation is documented and a separate log of 
employee Grey List trading and trade approvals is maintained. In accordance with 
Canaccord's long standing policy, employees are not allowed to trade in securities on the 
Restricted list. 

Regarding the flow of information concerning PIPE transactions to potential investors, 
procedures are being enhanced to require the Compliance Dept. to review the Equity 
Capital Markets investor log to independently verify that the e-mail confirming the 
clients' verbal representations of confidentiality have been sent. In addition, the Head of 
Sales is required to monitor Sales personnel brought over the wall to ensure that 
information barrier procedures, including the verbal statement for PIPES, are being 



properly implemented. The Head of Sales certifies quarterly that the procedure is being 
properly followed. 

Review of E-mail Correspondence 

Unrelated to the examination, in February 2008 Canaccord upgraded its e-mail review 
and archival platform to a system which is much more efficient to administer. This has 
alleviated the problem of "stale" mailboxes and other anomalies resident in the former 
platform. In addition, procedures have been enhanced to more clearly delineate 
parameters for review, including permissible "bulk" review. 

Internal Chat Room System 

The internal chat room system was designed and implemented in order to allow the Sales, 
Trading and Research departments to communicate on a real-time basis with one another 
to provide immediate and timely information for servicing institutional clients. 
Procedures have been enhanced to document review of the internal chat room by both 
supervisory personnel (through a quarterly supervisory certification) and by the 
Compliance Department. Specific written supervisory procedures have been created 
delineating the review process. 

In conclusion, the firm takes its responsibilities as a broker/dealer quite seriously. We 
have proactively addressed the issues raised in these matters through upgrades in 
technology, education and personnel. Canaccord continues to seek additional methods to 
serve our customers, maintain fair and orderly markets and meet our regulatory 
obligations. 

January 3,201) 


