FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 2014038901201

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

RE: Pinnacle Investments, LLC (CRD No. 142910},
Respondent

Pursvant to FINRA Rule 9216 of FINRA's Code of Procedure, Respondent Pinnacle
Investments, LLC (“*Pinnacie” or the “Firm™) submits this Letter of Acceptance, Waiver and
Consent (“AWC") for the purpose ol proposing a settfement ol the alieged rule violations
described below. This AWC is submitied on the condition that, il accepted, FINRA will not
bring any future actions against Pinnacle alleging violations based on the same lactual findings
described hercin.

I.
ACCEPTANCE AND CONSENT

A. Pinnacic hereby accepts and consents, without admitting or denying the lindings,
and solely for the purposes of this proceeding and any other procecding brought
by or on behalf of FINRA, or 10 which FINRA is a party, prior 10 a hearing and
wiihout an adjudication ol any issue of [aw or facl, to the entry of the following
findings by FINRA:

BACKGROUND

Pinnacie has been a FINRA member since 2007 and 1s headguartered in Syracuse,
New 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
Commission, any state securilies regulator, or any sell-regulatory organization.

OVERVIEW

Fram April 10, 2012 through September 15, 2014 (the *Relevant Period™),
Pinnacle failed o preserve all business-related communications sent or received
by a registered representative and his assistant using cutside email accounts and
[ailed 10 establish, maintain and enforce an adequate =upervisory system and
writlen supervisory procedures with respect 1o the review and retention of email.



FACTS AND VIOLATIVE 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 representative and his assistant used personal
email accounts [or business-related communications. The Firm was aware that
the representative and his assistant were using personal email accounts for
business-related communications, since ceriain messapes from their persenal
email accounts were sent and copied (o Pinnacle personnel, including the Firm's
former Chief Compliance Officer. IHowever, the Firm failed to take steps to
review or relain those emails. In addition, the Firm had no supervisory system or
wrilten procedures that either prohibited employcees from using personal email
accounts for business-related communications or ook steps (o ensure thai such
communications were reviewed and retained in accordance with applicable
securities laws and regulations and applicable NASD and FINRA Rules.

By failing to retatn all business-related communications and failing 10 establish,
maintain and enlorce an adequate supervisary system and writien supervisory
procedures relating 10 the review and relention of email, Pinnacle violated Rule
17a-4 of the Securities Exchange Act of 1934, NASD Conduct Rule 3010, and
FINRA Rules 4511 and 2010.

Pinnacle also consents to the imposition of the following sanclions:

s« Censure; and
¢ Fine in the amount of $12,500.

Respondent agrees (o pay the monetary sanclion upon nolice that this AWC has
been accepted and that such payment is due and payable. Pinnacle has submited
an Clection of Payment form showing the method by which the Firm proposes to
pay the line imposed.

Pinnacle specifically and voluntarily waives any right 1o claim that the Firm is
unable (0 pay, now or at any time hereafier, the monetiry sanction imposed in this
matler.

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



1l
WAIVER OF PROCEDURAL RIGHTS

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

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

B. To be notified of the Complaint and have the opporiunity to answer the
allegations in wriling;

C. To defend against the allegations 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

D. To appeal any such decision to the National Adjudicatory Council (*“NAC™} and
then to the U.S. Securities and Exchange Commission and a U.S. Court of
Appeals.

Further, Pinnacle specifically and voluntarily waives any right to claim bias or prejudgment o
the Chiel Legal Officer, the NAC, or any meniber of the NAC, in connection with such person’s
or body’s participation in discussions regarding the terms and conditions of this AWC, or other
consideration of this AWC, including acceplance or rejection of this AWC.

Pinnacle further specifically and volumarily 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
Rule 9144, in connection with such person’s or body’s participation in discussions regarding the
terns and conditions of this AWC, or other consideration of this AWC, including 115 acceplance
or rejection,

tIl.
OTHER MATTERS
Respondent understand that:
A. Submission of this AWC is voluntary and wil! nol resolve this matter unless and

until it has been reviewed and accepied by the NAC, a Review Subcommittee of
the NAC, or the Office of Disciplinary Affairs ("ODA™), pursuant to FINRA Rule
921¢;

B. [f this AWC is not accepted, ils submission will not be used as evidence 1o prove
any ol the allegations against Pinnacle;

C. If accepted:




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 me;

1)

this AWC will be made available through FINRA's public disclosure
program 1a 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 permil to be made any public
statement, including in regulatory filings or otherwise, denying, directly or
indirectly, any finding in this AWC or create the impression that the AWC
1s without factual basis. Pinnacle may not take any position in any
proceeding brought by or on behalt of FINRA, or 10 which FINRA is a
party, that is inconsistent with any pan of this AWC. Nething in this
provision affects the Firm’s: (i) testimonial obligations; or (i) right 1o
take lepal or factual positions in litigation or other legal proceedings in
which FINRA is not a party; and

B. Pinnacle may attach a Correclive Action Statement 1o this AWC thal isa
statement of demonstrable corrective steps taken to prevent [uture misconduct.
Pinnacle understands that it may not deny the charges or make any statement 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 stalf.

The undersigned, on behalf of the Firm, certifies that a person duly authorized to act on its behalf
has read and undersiands all of the provisions of this AWC and has been given a full opportunity
to ask questions about it; that Pinnacle has agreed to its provisions velumarily; and that no offer,

threal, inducement, or promisc of any kind, other than the terms set forth herein and the prospect

of avoiding the issuance ol a Complaint, has been made 1o induce the Firm (o submit it.

o?/o%J&O({

Date {mm/dd/yyyy) Respondent Pinnacte investments, LLC

3.




Accepled by FINRA:

September 22, 2015
Date

Signed on behalf of the
Director of ODA, by delegated authority

Karen/C. Daly

Principal Regional Counsel

FINRA Department of Enforcement
1835 Market Strect

Philadelphia, PA 19103
215-209-7090 (telephone)
215-496-0434 ({acsimile



Franklin Square {315} 2511101

x Pin naC|e 507 Plum Street, Suite 120 (B00) 982-0421

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

Member F NRA, SIPG

September 4, 2015

Karen C. Daly

Principal Regional Counsel

FINRA Department of Enforcement
1835 Market Street

Philadelphia, PA 19103

Re: Statement of Corractive 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);

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

e 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.

Woe 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.

Regards,

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.






