TO:

RE:

FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEFTANCE, WAIVER AND CONSENT
NO. 20080122439-01

Departinent of Bnforcement
Finsnclal Industry Regnisiory Amthodty ("FMA )

Canacoord Gaxity fina, (Bk/a Canasoard Adama, Joo.)
(R No. 1020), Respondent

Pursusnt to FINRA: Rule 216 of FINRA®s Cods of Praceduare, Canaccord Gemuity Ins,
(“Revpondent,” “Canaccord,” ur the “firme™) sutwnits this Letier of Acoceptemos, Waiver and
Constnt (“AWC™) for ths purpose of proposing & setfleansut of the allaged tule violitions
doycribed bejow. This AWC is subnritted on the condition that, if scoeptod, FINRA. will not
bring any foture actions against Respondant slleging violations based on the sere factual

)
ACCEPTANCE AND CONSENT

Respondent hexcby acoepts snd consents, without admitting o denying the
findings, and solely for the purposcs dmmmmmm
twought by ar oo behalf of FINRA, or 1o which FINRA is & party, priar toz
hanring and without sn adindication of sny mgfhwu-ﬁot.tothemyoﬂhe
following findings by FINRA:

Canacoond bas been & member of PINRA since 1946, Xa princtpal plece of
buginess is located in Boston, Matsachuseits. Canscoord engagesin
uodirwriting, research, sad festinetional sales to clionts in the US and Canada,
The Finm s approved to do Diginess in all 50 states end the Distriot of Colombia.
nmmwxawwmmwu
branch offices m thoe 118 and Conads, :

The Respondeut does not heve eay teevant disciplinary bistory with the

wﬁn&mmm“ymmhm-ormym
self-regulatary arpanization.
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CVERYIEW,
During the revicw period of Jamary 2007 through July 2009, & portion of
Canarcord's business involved acting aa s placement agent for Private
Investments ju Poblic Equity (“PIPE™) treossctions, This matter srosa from &
review of Canaccord’s superviscry systems sod procedurss conceming the
= » l i

firm‘*a PIPRE business. During the mview pertod, Cannccord fixdled 10 have
_reasonable information barriars procedurss.  Additionally, the firm failed to bave
8 reasonahle system In place for the review of it email correspondence and
noimmundeations an ty ptemal chat room system.  Accordingly, Canacoord
viniated NASD Rules 3010 and 2110 and FINRA Rnule 2010.

RACTS AND VIOLALIVE CONDUTT

1. WASD Rxle 3010 nequirss, inter alia, that rocrmber fipins sytablish, maitain
and enforce ressonahls syst=ms und procadittes to sapexvise the typed of
busineas in which, it engages. During the raview period, Cansocond was an
active participant in the U.S. PIPE maricet, yot falled to have in place .
reagonable infiwmnwtian beariers provedures with respect to ths firm's PIPE
buzigess. Mote spacificaily:

& The frm fadled v have & reasonsble syatem in piace to track
m;lnyu:whnmwt“wﬂﬁpwﬁl’ on spoocifio PIPE
teansactions,’ While tha finn bad & procedure in placa requiring the
maintrarnos of 1 “orsl] crossing log,” during the review period, it did
not muintain sach a log. Instead, the fliem stored infonmation shoat
“mhvaﬂ'mlnmmnmﬂbﬂ)nmwmdly
ascaggiblo to persons in Compliance with responsibilities to, for
exemple, monitor treding sud review emalls of enployees bronght
over the wall on investment banking mutters.

b The firm failed to maintain a specific log of employes transactions in
- seeuritide oa the firm's grey list and/ar tosttiotnd tist. * Purther, duzing
ths sxme time period, the Firm was anable to prowvide documantstion

avidencing that it had investigaied employce trading in grey Tist
sacoritios to determine whether emplovaes had miseasd material, non-
public information.

'mupmxmndnmmmnﬂm'ahmmw” erpioyods in
aniiier depattatnt, such as resetroh or salaa, might rendt in “Upping™ waterial, information to
ﬂnﬂﬂvﬂ-m’-mﬂkmsmaMQMaﬁm “ovar tha wall™ bathre making ssh o
soquest, ssuexctially snaleing e tampotary menibers of i firvn's investurers benking deparnmen fir the parposc
of » panicnlay deal or xoeeckion.
* The teem "groy Het” i oo nsed intarchangeably vrith the Carr “Wilch Hat™ s sufers to Hist of weouritiay whoss
todiog is scbieet 4o closo sanstiny by fizm aompliznan and/or lege) departments, AW&"EM:M
dmﬂnmmm amployee xed canaln mficied cupona thmssatans s restricoed or




2.

¢. The firm fhilod to have a ressonable systam in place to monitor the
flow of infotnaticm concarning PIPE transactionms to petential -
investors. Spniﬂaﬂy.whﬂa&oﬁrm’splmnqukadnhl
pérsoms to obtain verbal agreemonts from potential Investors to koep
informution concerning PIPR transsotions sonfidantial end refiain
from trading on such information, the firm did not reasonsbly cusure
that the procadure was followed or document that such varbal
agreements were obisined. Moreover, the informaron fat was
maintained concerning the disclosure of infoumatioy oo PIPE
transsotions wes not used for supervisary or campllatos purposes.

In eddition to the deficlenoies in thy firm s informuation barriers procedhores,
the iz for review of emnal] cormespondenoe was vnroasnnable.
While the procadures required the roview of a satuple of email
wmmwbhwmmmmmm
amployed at tha Hun sod permitted Compliancs Departmant employees, st
thatr discretion to mark emails as reviewed baged salely on & review of the
serder’s nmne, recipinnt's pama, and niject line of s enall  Stated
difforontly, the Srm permitred “dulkk review” of emails without agy written
guidalinas informing Complisnce stadf of the paramcters for such review.

During the review pariod, fhe fiom also utilived an eonel chat rooru systam
mwmmahﬁm-smmmmwwmm
10, the investmest banking and research departments to coonrmmiconte and/or
review asch ofham comemications. The fiem did not have aty writhen

~ praceduros in place relcvant o monitoring internal commiications betwas

the fArm’s businasy 1mits on ths ixernal chat room system aod could nor
documment 2wt it aotively suamitored such comrammiastions.

By reaion of the foregoing, Cmmdviommsn Rulcs 3010 and 2110 and FINRA

Rule 2010.

B. BWMMNMMdﬂEﬂMW

& A copsure; and
=  $40,000 fing.

Raspondant agrecs to pay the monetary sanction(s) npon notice that this AWC has
hecn soocptad aud thet such paymant(s) are dus and payable. Respondeut has.
smibxmitiod aq Blection of Payment form showing the method by which the fiem,
proposes to pay the fine imposed

Respondent specifically and vohntorily waives sny gt to cluxirg that it is naahla
to pay, now or &t sy time heraafier, the monctary sanction{s) inrpased in thiy



maatter,
- The sanctions tmposcd herein shall be effective on e date sot by FINRA staff.
.
WAIVER OF PROCEDURAL RIGHTS

Respasdant apecificalty and vokmtarlly waivos the following rights granted under
FINRA'’s Code of Procodnre:

A, Tohvu;ncmmhmdmedmmedhyﬁmlmw

B.  Toba notifled of the Complaing and have the opportanity to axewes the
allogations in writing;

C. Todﬁdmhdmuhamhmhghdmu:bmﬂngpmh
10 havo & written record of the hearing made and to have s written decision issued:

aod

D, To appeal seny much dacision to the National Adjudicatory Covncll CINAC™ xnd.
then 1o the ULS, Securities and Bxechange Comorission and s U.S, Court of
Appeals.

Further, Respondunt spocifioally sod voalunterily walves oy right to olsim biss aprq}udm

of the Oenernl Counsel, the NAC, or eny member of the NAC, n connection with such pamon’s
or body's purticipation in discnaxicny regarding the texms and conditions of this AWC, or other

copsidecation of this AWC, incinding sconpturss or rejection of this AWC,

Respondant fixrther specifically and volrntsrily weaives any right to cla{m that & person violated
ths eo praris prohihitions of FINRA Rule 9141 ar tha separating of functions prohihitinng of

makulehlﬂ.hmsﬁmmﬁuchmucw:puﬁdpmhm
mmhmmmﬁﬂmch.mcﬂmmmadmch,hm

its acoeptance ot rgjection.
bh1 8
. OTHER MATTERS

A Submisxion of this AWC is velantary zod will not resolve thic master unlesg and
umti} i has bemn reviewad snd sccepeed try the NAC, s Revisw Subcormmsitios of

4




the NAC, or the OfSice of Dissiplinary Affairs (“ODA™), parsuant to FINRA Rule
9n216; . : '

B.  Ifthis AWC is not accepiod, its submission will noe be 1185d a3 SVIGLN00 T0 prove
any of tha ailagations againyt Respondent; and

o If neoeptod:

1. this AWC will besome pact of Respondent*s permanant disciplinary
yecord and may be considered in any futare actions Brought by FINRA or
sny other regulator against Respondant,

2. thiz AWC will be xoads svailable through FINRA's public disclomure
program in respanse to public inquitdes sbout Respondent’s disciplivary
rocord:

3. FINRA oy maks npuhlbmwtcmmhsﬂnlmmd
the mlae:tmﬁuaoﬁnmﬁ with FINEA Rula 8313; and

4. - Respondent may not take sy dotion or maks or permit to be xoade eny
mmmmmmmmmmmmm
directly oc ingirectly, any finding in this AWC or craste the impression
that the AWC is without factusl basis, Reapondent sy not teke say
positicn in mixy proceading brought by or on behalf of FINRA, arfo which
FINRA fs » party, that is inconsirtent with egy pert of tais AWC. Nothing
in this provision affects Respondent's xight to taks lagad or factual :
positions in Hdgation or ather lagal procecdings in which FINRA is nota
party. _

D.  Respondent oy sitach & Comrective Action Stateznent to this AWC that isa
mdmhlewwmhkmbummm
Respondent undearstandy fat it may not deny the charges ot neake any siatement
st is Incaosistent with the AWC in this Stetement. This Statement does not
censtits factual or lags] findings by FINRA, nar does it reflact the viows of
FINRA. or ite staff. : '

mmmbehﬂfdhnmgmﬁﬁmﬂmamdﬂymimﬂuutmh
thsmdududMﬁaﬂMﬂmM@!oﬂhiﬂAWCmdhubwigimafnn

_ wq-mmmmmmmwmwmhmem
mdﬂﬂmoﬁf,hmh&mum&wmmmmcmmmm
tnd the prospectiof avalding the isssance of & Complaint, has besn mada to induce the
Respondent to submitir o



Title: Lz frbrat e Wl

Print Novpe: _Y:_Erie Audlovson

Washington, DC 20006~1306



7 Accepted by FINRA:

January 24, 2011
Date '

Phome: 212-858-4176



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. (*Canaccord” 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 Capital Inc and renamed Canaccord Adams Inc. In 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 concemns.

R

Informatjon 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
log, and an individual in the Compliance Dept. has been assigned the responsibility to
immediately update the log as any changes occur. In 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, employecs are not allowed to trade in securities on the

Resmcted List.

Regarding the flow of information conceming PIPE transactions to potential investors,
procedures are being enhanced to require the Compliance Dept. to review the Equity
Capital Markels 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 bcmg
properly followed.

eview of E-n 1 dence

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,

emal at._R'mSt

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 immedijate and timely information for servicing institutional clients, :
Procedures have been enhanced to document review of the internal chat room by both £
supervisory personnet (through a quarterly supervisory certification) and by the :

Compliance Department. Specific written supervisory procedures have been created

delineating the review process.

In conchusion, the firm takes its responsibilities as a broker/dealer quite serionsly, 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 mest our regulatory
obligations.

January 3, 201}




