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FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 2009616360801

Department of Enforcement
Financial Industry Regulatory Authority (“FINRA™)

Euro Pacific Capital, Inc., Respondent
CRID No, 8361

Pursuant to FINRA Rule 9216 of FINRAs Code of Procedure, Respondent submits this Letter of
Acceptance, Waiver and Consent {AWC) for the purpose of proposing 2 settlement of the alleged
fule viclations described below. This AWC is submitted on the condition that, if accepted,
FINRA will not bring any future actions against Respondent al]egmg violations based on the
same factual findings described herein.

I.
ACCEPTANCE AND CONSENT

Respondent kereby accepts and consents, without admitting or denying the
findings, and solely for the purposes of this pr{nceeding and any other proceeding
brought by or on behalf of FINRA, or to which FINRA is a party, prior to a
hearing and withoui an adjudication of any issue of law or fact, to the entry of the-
following findings by FINRA:

BACKGROUND

Respondent is a general securities firm specializing in executions of foreign
secorities on foreign exchanges. The firm is based in Westporr, Connecticut and
hasbeen a member of FINRA (and its predecessor, the NASD) since October 7,
1980, Respondent operates from 6 offices of supervisory jurisdiction and
employs approximately 87 registered persons.

RELEVANT DISCIPLINARY HISTORY

In Decernber 2008, Respondent entered into an AWC with FINRA to resolve
violations found duting Examination No. 2005003365101, Itemns encompassed
by that AWC included the firm’s failure to: i) develop and implement an anti-
money laundering (AML) program, in violation of NASD Conduct Rules 3011
and 2110 it} provide AML fraining, in viclation of NASD Conduct Rules 3011
and-2110; and iif) maintain 2 Web site that comported with the advertising
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requirements set forth at NASD Conduct Rule 2210, in violation of NASD
Conduct Rules 2210 and 2110. Respondent was censured and fined a total of
$37,500, However, (hese sanctions also cm*ereél several piher unrelated
violations not germane 1o the issues covered by this AWC.

OVERVIEW

FINRA, staff conducted a routineg examination of Respondent covering he time
period of July 5, 2007 through July 20, 2009. As discussed in greater detail
herein, FINRA identified several deficiencies during the course of the
examination. The primary violations foend by FINRA staff included: i) the
firm’s failure 10 report imely to FINRA's Customer Complaint Reporting System
numerous customer complaints, to timely amend representazives” Uniform.
Applications for Securities Industry Registration or Transfer (Form U4}, and to
enforce its wriften supervisory procedures with respect to the same in violation of
NASD Conduct Rules 3010 and 3070, NASD Conduct Rule 2110, FINBA Rule
2010 and Article V, Scetion 2(c) of the FINRA By-Laws; ii) the firm’s customer
complaint fifes failed to comport with SEC Rule 17a-3(a)(18}(i), a viofation of
that Rule and NASD Conduct Rutes 3110(d) and 2110 and FINRA Rule 2010; iii)
the firm did not enforee its supervisory control procedures and prepared a

-deficient annual centification in violation of NASD Conduct Rules 30132; 3013 and

2110 and FINRA Rule 2010; iv) the firm was one business day late in filing one
of its FOCUS Reports and late twice in filing its Schedules { in violation of SEC
Rules 17a-5 and 17a-10, NASD Conduct Rule 2110 and FINRA Rule 2010; v) the
firm did not preserve certain of the emails of 8 former registered representative in
an easily accessible place as required by SEC Rule 172-4(b} and NASD Conduct
Rules 3110 and 2110; i} muitiple AML vwlatmns - and vii) the fajlure to cotrect
three past advertising violations.”

* The rules cited hezein are the NASD and/or FINRA, rules that were in effget at the fizhe the time the underlying
gonduct occurred. NASD Conduct Rule 2110 was in effsct through December 14, 2008 and FINRA Ruje 2010 has
beenin effect since December 15, 2008: where hoth Rules are cited with respect to a particular violatior, each refers
to that portion of the relevant perie! for which it was effective,

% The three past violarions were contained in the Rrins web site. The firse ftem consisted of the folowing statement
projecting the certainty of the collapse of the 1.5, economy and the safety of foreign assets is exaggerated.

i fact, we Teel that it is our patriotic duty 10 help as many Americzns as possible (o safely, protect their
wealth through the acquisition of foreign assets. We believe (hat onfy through sach actions that at Jeast
some Americans will retain ownership of the financial wealth, which may be repattiated in the afiermath of
the collapse. We remain hopeful that dire economic conditions will, at least, create & climate in which
America can figally relurn fo her consiitutional traditions of sound money ang iimited govermment,
providing a foundation upon which 1 stronger economy can one day by rebuilic If out of the ashes of this
¢coltapse, the spirits of our founding fathers can rise again, it may one day be possible for America ©
recleim her former glory, and once again be that shining city of which Rorald Reagan so eloguently spoke.

Similarly, cormparisons regarding Respondent and other brokerage firms were incompiete and coniained exapgerated
and oversimplified statements. Likewise, the Web site contained an ariicle which confained references o past
recommendations and performance that fafled to comply with IM-2210-1. By including such staiements oh its Web
site, Respondent violated NASD Conduet Rules 221 G{d )} 1){(A) snd (B), 228{d)(2)(B) and 2110,
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FACTS AND VIOLATIVE CONDUCT
Cusigmer Complaints

During the review pariod, Responden: failed to report timely guarterly statistical
information wmemmg approximately 885 of the customer complainis it
received during the review period to TINRA's then 3070 System as required by
NASD Conduct Rule 3070(c). Three of these complaints fell within the ambit of
NASD Conduct Rule 3070(2), vet were not reported within the time period
prescribed by NASD Conduct Rule 3070(b). Respondent further failed
‘maintain complete complaint files and did not enforce its written supervisory
procedures pertaining to cusiomer complaint reporting. The aforementioned acts,
practices and conduet constitute separate and distinct violations of NASD
Conduct Rules 3070, 3110(d). 301Q(a) and ’?110 FENRA Rule 2010 and SEC
Rule 17a-3(&(1 810,

In addition. the Forms U4s for those representatives who were the subject of the
above-noted Rule 3070{a) complmnts were not timely updated, The finm’s failure
1o titnely update the Forms Ud-was in violation of Article V, Section 2(c} of
FINRA’'s Byv-Laws, NASD Conduct Rule 2110 and FINRA Rele 2010

Supervisgry Control Systems and Annual Certification

In 2008, Respondent faited 1o enforce its writien sepervisory conitol policies and
procedures that would test and verify that the member s supervisory procedures
were teasonably designed with respect to the activities of the member 10 achieve
compliance with applicable securities laws, regulations, and SRO Rules. In
relevant part, the firm’s supervisory control procedures required the preparation
of a Rule 3012 report that described: 1) the System of supervisory controls in
place; ii) the summary of all test results; iid).any significant entified exceptions;
and, iv) any additional or amended supervisory: iprocedures created in response 10
test results. Respondent’s 2008 annuaf Rule 3012 report did not comport with
‘these procedures. Similarly, dufing this same time period Respondent failed to
implement its supervisory control proceduses to review the customer account
activity of its producing managers. The afort:mentmned acts, practices and
conduct constitute separate and distinct violations of NASD Coaduct Rules
3012x) and 2110 and FINRA Rule 2010 by Respondent.

In December 2008, Respondent prepared a deficient Rule 3013 cersification as it
did not documment the firm’s processes for establishing, maintaining, reviewing,
testing and modifying compliance poticies that are reasonably designed w achieve
compliance with applicable securities laws, regulations and SRO Rules. The
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aforementioned acts, practices and conduct constitute separate and distinct
violations of NASD Conduct Rule 3013 and FINRA Rule 2010 by Respondent.

Late Focus and Schedule [ Filings

Respondent failed to timely file one FOCUS Report and two Schedule T Reports.
Specifically, Respondent’s monthly FOCUS Report for the period ended February
27, 2008 was required to be filed by March 26, 2008. The firm filed the report on
March 27, 2008, one business day late. Similarly, Respondent’s Schedule T
Report for the calendar quarters ending December 31, 2007 and December 31,

2008, were required to-be filed by January 25, 2008 and Junuary 27, 2009,
respectively, but the firm instead filed those Schedules on February 23, 2008 and

February 13, 2009, By filing the FOCUS Report late, Respondent violated SEC
Rule 17a-5 and NASD Conduct Rule 2110, By;ﬂiing late the Schedule I Reports,

Respondent violated SEC Rule 17a-10, NASD Cm}duct Rule 2110 and FINRA
Rule 2010.

Failu

‘Respondent failed (o preserve, in an easily accessible place, electronic emails for

one of its representatives for the time period of November 1, 2007 through July.
29, 2008. Such adis, practices and conduct constitute separate and distinet
violations of SEC Rule 17a-4(b) and NASD Conduct Rules 3110 and 2110.

AML V_ipkatio_lgs

Dhiring the review period, Respondent offered and sold precious metal related
products through Perth Mint, an Australian entily, Respondent, however, failed to
develop, implement and enforce adequate AML procedures related to its Perth
Mint business. Specifically, the finm did not establish and implement policies and
procedures'reasonably designed 10 identify, monitor for, and, where apgpropriate,
file suspicious activity reportds) for its Perth Mmz business processed through the
firm’s k(2)() account. Such acts, practices and conduci constitute separate and
distinct viofations of NASD Conduct Rules 301 1(3) and 2110 and FINRA Rule
2010.

Respondent further failed to implement and enforce its AML procedures and
policies related to its fully disclosed business shrough its then-clearing firm.
Aspects of its AML program that Respondent fiited to implement and enforce
included: monitoring accounts for suspicious adtivity; monitoring employee
conduct and accounts; red flags; and control/restricted secutities.

With respect to monitoring accourts for suspicious activity, the firm’s procedures.
provided that monitoring would be conducted by means of exception reports for
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unusual size, volume, pastern or {ype of tramactmrs Documentation concerning
exception reports utilized, dates of such utilization, initials of the individual
undertaking the exception report review, as well as any findings and appropriate
follow up actions were to be maintained ag f;a-t of the firm’s AML books and
records. For the review period, the firm éld not consistently utilize exception
reports made available by its then-clearing firm. Moreover, the firm did not
evidence its review of the reports and did wot note findings and appropriate follow
up actions, if any, that were taken. Additionaily, when notified by its cleating
firm of possible suspect activity, on at least 13 occasions, the firm did not
promptly and/or fully respond to the ctcaring%ﬁrm’s inguiries, The samne type of
review was required by the procedures for miple}'cc accounis, However, the fimn
did not maintain any evidence that such i inquiries for employee accounts were
conducted.

EuroPacific’s procedures contained a non-exclusive list of 25 possible red flags
that could signal possible money laundering. ' The firm, however, did not take
conststent steps to ensure that red flags in acoounts were jooked at. The firm’s
AML. procedures further reference that SAR-SF filings are required (under the
Bank Secrecy Act) for any account activity {including deposits and transfers)
conducted or attempted through the firm involvisg $5,000 or more where the firm
knows, suspects, or has reason to suspect: “the transaction involves funds derived
from illegal activity or is intended orconducted in order 1o hide or disguise funds
or assets derived from illegal activity as part of a plan to violate or evade federal
law or regulation; the. transaction is designed io evade uny requirements of the
. Bank Secrecy Act (BSA) regulatmm the transaction has no business or apparent
lawful purpose or is not the sort in which the customer would narmaily be
expected to engage, and [the finn knows], aftes examining the background,
possible purpose of the transaction and other facis, of no reasonable explanation
for the transaction; or, the transaction involves the use of the firm to facilitate
criminal activity.” However, because the firm was not consistently reviewing
exception reperts or for red flags, it could not consistently identify and evaluate
circumstances that might watrant a SAR-SF thng

Such acis, practices and conduct constitute separate\an{i distinet viniations of
NASD Conduct Rules 3011(a), (b) and 2110 and, FINRA Rule 2010.

For the review period, Respondent failed to establish and implement risk based
customer identification program (CIP) procedires that were appropriate to the
fim’s size and type of business. Specifically, the firm's procedures did not
inciude risk criteria based upon the following factors: eccupation and natura of
business; the type of customer account opened-(nominee accounts, private
bauking accounts), the method of opening accounts, types of identifying
information available, location of customer. Such acts, practices and conduct
constitute separate and distinct violations of NASD Conduct Rules 3011{b) and
2110, FINRA Rule 2010 and MSRB Rule G-41.



Respondent failed to provide ongoing training 1o appropriate personnel regarding
the use of the fima's internal monitoring tools (Le., clearing firm exception
reports), as required by its AML program. The firm’s AML Program states, “Our
AMIL. Principal is responsible for ensuring that all supervising principals are
sufficiently trained 10 utilize our internal moniering tools and will undertake a
monthly review to assure that they are being appropriately utilized and that the
tools are sufficient for our spcuﬁc monitoring needs, maintaining records
indicating findings and appropriaie cotrective measures taken where required.
Notwithstanding this procedure, supervising principals were not trained with
respect 1o utilizing the exception reports and other aspects of AML compliance
reviews, Such acts, praciices and conduct constitute separate and distinct
viclations of NASD Conduct Rules 3011(g) and 2110, FINRA, Rule 2010.and
MSRB Rule G-41,

Advertising Violations

For the review period, certain pages of Respondent’s web site contained
staternents that did not comport with the standards set forth-in NASD Conduct
Rule 2210. As noted in the above “Overview? section, these web pages werc
previously identified by FINRA staff as being violative of NASD Conduct Rule
2210, but the firm failed to remove such pages from its web site. By continuing.
te make these communications available to the public, Respondent continued to
violate Conduct Rule 2210 and 2110, and FINRA Ruje 2010

B. Respondent also consents to the imposition of}thc: following sanctions:

* A cepsure; and

« Afine of 150,000 (33,000 of which putams to the-violations of MSRRB
Rule G-41).

Respondent agrees to pay the monetary sanction upoii] notice that this AWC has been’
accepted and that such payment is due and payable. Respondent has submitted an
Election of Payment form showing the method by which the firm proposes.io pay the fine
imposed. '

Respondent specifically and voluntarily waives any right to claim that it is unable 10 pay,
now or at any iime hereafter, the monetary sanction ixznposad in this matter.

The sanctions imposed herein shall be effective on a ;iate set by FIMRA staff.



1L
WAIVER OF PROCEDURAL RlGHTS

Respondent specifically and voluntarily waives the follomng rights granted under FENRA's
Code of Procedure:

A To hava 2 Complainl issued specifying the allégations against it;

B.  Tobenotified of the Complaint and have the oppcnuntw, t0 answer the
atlegations in wriiing;

C. To defend against the aliegations 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 i

D. To appeal any such decision 1o the National Aﬁju&icainry Council (NAC) and
then to the U.S. Securities and Exchange Commzssmn and a U.8..Court of
Appeals. ‘

Further, Respondent specifically and voluntarily waives any righz to ¢laim bias or 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 regarding the terms andleonditions of this AWC, or other
congideration-of this AWC, including acceptance or rejection ;i)f:this AWC.

Respondent further specifically and voluntarily waives any right to claim that a person violated
the ex parte prohibitions of FINRA Rule 9143 or the scparation of functions prohibitions of
FINRA Rale 9144, in conneetion with such person’s or body’s participation in discussions
regarding the terms and conditions of this AWC, or other cons:deratwn of this AWC, including
its acceptamnece or Tejection.

118
OTHER MATTERS
Regpordent understands that:
A Submission of this AWC is voluntary and wiil not resolve this matter unless and

until it has been reviewed and accepted by the NAC, a Review Subcommittze of
the NAC, or the Office of Disciplinary Affairs (ODA}, pursuant w FINRA Rule
9216,

=1

En.



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

C, If aceepied:

1. this AWC will become part of the firm’s permanent disciplinary record
and may be considered in any future actions brought by FINRA or any
other regulator against it; '

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

3 FINRA may make a public announcement concerning this agreement and
the subject matter thereof in accordance with FINRA Rule 8313; and

4, Respondent may not take any action or;make or permit to be made any
public statement, including in rcgu}ateﬁy filings or otherwise, denying,
directly or indirectly, any finding in this AWC or create the impression
that the AWC is without factual basis. ‘Respondent may not take any
position in any proceeding brought by o1 on behalf of FINRA, or to which
FINRA is a party, that is inconsisient with any part.of thi§ AWC. Nothirg
in this provision affects its right to take legal or factual positions in
{itigation or other legal proceedings in jlvhich FINRA is not a party,

D)  Respondent may attach a Corrective Action Statement to this AWC that is 2
statement of demonstrable eorrective steps taken to prevent future misconduct.
Respondent understands fhat it may nol deny the charges or make apv stagment
that 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. :

The undersigned, on behalf of Respondent, certifies that a person duly authorized to act on its
behalf bag read and understands all of the provisions of this AWC and has been givén a full
opportunity to ask questions about it; has agreed to its provisions voluntarily; and that no offer,
threal, 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 Respondent to submit i,
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Reviewed by:
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Bob E. Lehrmiin, Esq.
Lehman & Eifleen LLP
Counsel for Respondent

50 Charle

s Lindberg Blvd., Suite 5035.

Uniondale, New York 11553

Acecepicd

alie

by FINRA:
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Date

EURG ?ACIFIC CAPITAL, INC.

w (L

Name: Q@QQ;M, W‘,%

{Print Name})

Title: \Fﬁ"» (-\(ﬁo)\)(/

Signed on behal:f of the
Director of ODA, by delegated authority

WL AL

Hcather Hawker

Senior Regional Counsel

FINRA Department of Enforcement
4600 S. Syracuse St., Suite 14060
Denaver, Colorado 80237.2719
(303) 446-3110

Fax No. {303} 620-9450
heather.hawker(@finra org




