
FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT

NO. 2014038901201

TO: Department of Enforcen,enl
Financial Industry Regulatory Authority ("F?\IRA')

RE: Pinnacle lnvestnients, LLC (CRD No. 142910),
Respondent

Pursuant to FINRA Rule 9216 of F!NR-A's Code of Procedure, Respondent Pinnacle
Investments, LLC ( 'Pinnacle" or the 'Firm") submits this Letter of Acceptance, Waiver and
Consent ("AWC") l'or the purpose of proposing a settlement 01 the alleged rule violations
described below. This AWC is subinit?ed on the condition that, if accepted, FINRA will noi
bring any future actions against Pinnacle alleging violations based on the same factual findings
described herein.

l.

ACCEPTANCE AND CONSENT

A Pinnacle hereby accepts and consents, without admitting or denying thc lindings,
and solely for the purposes of lhis proceeding and any other proceeding brought

by or on behalf of FINRA, or to which FINKA is a party, prior to a hearing and

without an adjudication of any issue of law or Pact, to the entry of the following
findings by FiNRA:

BACKGROUND

Pinnacle has been a FINRA member since 2007 and is headquartered in Syracuse,
Ne\v York. The Firm engages in a general securities business. Pinnacle employs
approximately 50 registered representatives at eight branch offices,

RELEVANT DISCIPLINARY HISTORY

Pinnacle has no relevant formal disciplinary history with the Securities Exchange
Conimission, any statc securities regulator, or any sell-regulatory organization.

OVERVIEW

I? rom April I 0,20 I 2 thiough September 15,2014 (tl?e "Relevant Period").
Pill,lacle failed to preserve all business-related coi??municalions sent or received
by a registered representative and his assistant using , ?,itsidc email accounts and

failed !o establish, maintain and enforce an adequate upervisor?' system and

wri?ten supervisory procedures \vith respect to il?e review and retention of email.



FACTS AND VlOLAT?VE CONDUCT

Pinnacle provided all employees with email accounts. The Firm reviewed and

retained emails sent through the Firm-provided accounts. During the Relevant
Period, however, onc registered reprcsentative and his assistant used personal
email accounts for business-related communications. The Finn was aware ll?at

the representative and his assistant \vere using personal email accounts for
business-related com,nunicmions, since certain messages froti? their personal
email accounts wcrc sent and copied ?0 Pinnacle personnel, including the Firm's
former Chiel Compliance Oflicer. 1'lowevcr, the Finn failed 10 takc steps to
review or retain those emails- In addition, the Firm had no supervisory system or
written procedures that either prohibited employees from using personal email
accounts for business-related communications or took steps to ensure that such

communications were reviewed and retained in accordance witl? applicable
securities laws and regulations and applicable NASD and FINR.A Rules.

By failing to retain all business-related communications and failing Io establish,
maintain and enforce an adequ?e supervisory system and \?rittcn supervisory
procedures relating to the review and retention of email, Pinnacle violated Rule
17?-4 oftlie Securities Exchange Act of ?934, NASD Conduct Rule 3010, and

FINRA Rules 451 1 and 2010.

B. Pinnacle also consents to the imposition of tlie Ibllowing sanc?ioi?s:

. Ccnsure; and

? Fine in tlie amount of $12,500.

Respondent agrees to pay the monctary sanction upon notice that this AWC has

been acccpicd and thai such payment is due and payable. Pinnacle has submitted
an Election of Payment form showing thc niethod by whicli the Firm proposes ?o

pay the line itnposed.

Pinnacle specifically and voluntarily waives any right to claim ?hai the Firm is
unable to pay, now or at any time hereafter, tl?e monetary sanction imposed in this

matter.

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



11.

WAIVER OF PROCEDURAL RIGHTS

Pinnacle specifically and voluntarily waives the following rights granted under FINRA's Code of
Procedure:

A. To have a Coniplaint issued specifying the allegations against the Firm:

B. To be notified of the Complaint and have the opportunity to answer the
allegations in ?vriling;

C. To defend against the allegations in a disciplinary hearing before a hearing pane!,

to have a written record of the hearing madc and to have a written decision issued;
and

D. To appeal any such decision to thc National Adjudicatory Council ("NAC") and
then to thc U.S. Securities and Exchange Commission and a U.S. Court of
Appeals.

Further, Pinnacle specifically and voluntarily waivcs any right to claim bias or prejudgmen? o
the Chief Legal Officer, the NAC, or any member of the NAC, in connection with such person's

or body's participation in discussions regarding the terms and conditions ol this AWC, or ollicr
consideration of this AWC, including acceptance or rejection of this AWC.

Pinnacle furtl?cr specifically and voluntarily wai vcs any right to claim tliai a person violated the

ex pa,1e prohibitions of F[NRA Rule 9143 or lhe separation of functions prohibitions of FINRA
Rule 9144, in connection witli such person's or body's participation in discussions regarding the

tenns and conditions of this AWC, or other consideration of this AWC, including its acceptance

or rejection.

Ill.

OTHER MATTERS

Respondent understand that:

A. Submission of lliis AWC is voluntary and will nol 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 FINRA Rule
9216;

B. If this AWC is not accepted, its submission will not be used as evidence to prove
any ot' tlie allegations against Pinnacle,

C. lfaccepted:



I. tliis AWC will become part of the Firni' s pernianent disciplinary record
and may be considered in any future actions brought by FINKA or any
other regulator agailist mei

2. this AWC will be made available through FINRA's public disclosure

prograrn in accordance with FINRA Rule 8313;

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

4. Pinnacle may not take any action or make or permit to bc made any public
statement, including in regulatory filings or othcrwise, denying, directly or
indirectly, any finding in this AWC or create the impression tlia? the AWC
is \vithout factual basis. Pinnacle may not takc any position in any
proceeding brought by or on behal I' ol' FrNIRA, or to which FINRA is a

pany, that is inconsistent with any pan ofthis AWC. Nothing in ?his

provisio?i affects the Firm's: (i) tcstimonial obligations; or (ii) right to
mke legal or factual positions in litigation or other legal proceedings in
\vhich FIT\IR?A is not a party; and

D. Pinnacle may attach a Corrective Action Statement 10 this AWC ?ha? is a
statement ol dcnionstrablc corrective steps taken to prevent future n?sconduct.
Pinnacle understands that it may not deny tl?e charges or nmke any statement that
is inconsistent \vilh the AWC in this Statement. This Statenient does not
co,istitu?e factual or legal findings by F?NRA, nor does it reflect the views of
FINRA or its staff.

The undersigned, on behaliof the I:irm, certifies that a person duly authorized to act on its behalf
has read and understands all of the provisions of this AWC and has been given a full opportunity
to ask questions about it; ?wt Pinnacle has agreed to its pro\'isions voluntarily; and that no otfer,
threat, induccnient, or promise of any kind, otlier than the terms set forth herein and the prospect
ofavoiding tlie issuance ola Complaint, has been made io i?iducc thc Firm to submit it.

Oq/04/201S
Date (n?

? m/dd/yyyy) Respondent Pit,nacle investments. LLC

.*L



Accepledby F?NRA:

September 22, 2015 Signed on behallolthe
Datc Director of ODA. by delegated aiilliority

KAIU
Karen C. Daly
Principal Regional Counsel
FINRA Department of Enforcement
1835 Market Street
Philadelphia, PA 19103
215-209-7090 (telephone)
215-496-0434 (facsimile



PhPinnade Franklin Square (315) 251 1101

507 P!um Street, Suite 120 (800) 982-0421

? ? Investments, LLC Syracuse, NY 13204 (315) 251 1110 Fax

Member F NRA, ?PC

September 4, 2015

i CE.HVEC
Karen C. Daly

R
Principal Regional Counsel
FINRA Department of Enforcement
1835 Market Street F?*

D-??, Ph?.?.,1??
-?

Philadelphia, PA 19103

Re: Statement of Corrective Action
(Investigation No. 2014038901201)

Dear Karen:

Below please find the a corrective action that we have taken to resolve the findings of our exam that
was conducted in the fall of 2014.

Hired a new vendor for reviewing emails (Smarsh);

Review emails by each individual verus as a branch to ensure business email is being utilized;

. Adding staff's personal email to our lexicon search;

Revised our WSPs to include policies and procedures for business emails;

. We randomly review of cell phones for text messages and personal emails that are business

related;

Random review of emails during branch audit;

. Train staff on Electronic Communication.

We are celebrating our 20th anniversary this year and have always taken pride that we have never been
fined by FINRA. All of us at the firm our disappointed in ourselves that this has taken place and we take
this charge very seriously. We have taken the above corrective action immediately to ensure that this
offense will not happen again.

Z?#U?
Eric D. Krouse

Chief Executive Officer
Chief Compliance Officer

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




