
FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT

NO. 2014041656301

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

RE: Barclays Capital, lnc., Respondent
CRD No. 19714

Pursuant to FINRA Rule 9216 ofFINRA's Code of Procedure, Barclays Capital, Inc.
("Barclays" or the "Firm") submits this Letter of Acceptance, Waiver and Consent ("AWC") for
the purpose of proposing a settlement of the alleged rule violations described below. This AWC
is submitted on the condition that, if accepted, FINRA will not bring any future actions against
Barclays alleging violations based on the same factual findings described herein.

I.

ACCEPTANCE AND CONSENT

A. Respondent hereby accepts and consents, without admitting or denying the
findings, and solely for the purposes of this proceeding and any other proceeding
brought by or on behalf of FINRA, or to which FINRA is a party, prior to a
hearing and without an adjudication ofany issue oflaw or fact, to the entry ofthe
following findings by FINRA:

BACKGROUND

Barclays has been a member of FINRA since October 1987. The Firm is the
United States-based investment banking arm of Barclays PLC, and employs
approximately 3,500 registered individuals.

RELEVANT DISCIPLINARY HISTORY

Barclays has no relevant formal disciplinary history with the Securities and
Exchange Commission, any self-regulatory organization, or any state securities
regulator.

OVERVIEW

From October 20, 2012 through May 2014, Barclays violated NASD Rule
2711(h)(5)(A) and (B) by failing to accurately disclose the percentage of covered
companies for which it had provided investment banking services during the
previous twelve months in the distribution ofratings sections of40,376 equity
research reports.



Further, from September 2008 through June 2015, Barclays violated FINRA Rule
2711 (h)(8) by failing to disclose in 3,073 research reports that it was a market
maker in the securities of the covered company. The Firm also failed to adopt and
implement written supervisory procedures ("WSPs") reasonably designed to
ensure compliance with the requirements ofNASD Rule 2711(h)(5) and (8).

FACTS AND VIOLATIVE CONDUCT

1. Barclays' Research Report Disclosure Violations

NASD Rule 2711 is intended, in part, to provide transparency to investors with
respect to conflicts of interest that could impact the objectivity and reliability of
research reports. Investment banking and market making relationships between a
member and the company it covers through research are among the most
concerning conflicts for which the Rule requires disclosure.

Investment Banking Relationships

Rule 2711(h)(5)(A) requires that members disclose in each research report the
percentage of all securities rated by the member to which the member would
assign a "buy," ''hold/neutral" or ''sell" rating. Rule 2711(h)(5)(B)  requires that
members disclose the percentage of subject companies within each of these
categories for whom the member has provided investment banking services the
previous twelve months (the "Client Percentage Disclosures").

From October 2012 through May 2014, the Firm published 40,376 research

reports, approximately 70% of the research reports that it issued during this
period, which contained inaccurate Client Percentage Disclosures. These
inaccuracies stemmed from an IT coding error in the Firm's disclosures database,
the automated system Barclays used to track and report Client Percentage
Disclosures, which resulted in the Firm utilizing outdated information to report
the Client Percentage Disclosures.

Market Making

Rule 2711(h)(8) requires members to disclose in equity research reports whether
the member was making a market in the subject company's securities at the time
the research report was published. From September 2008 through June 2015,
Barclays failed to disclose in 3,073 research reports involving 85 issuers that it
was a market maker for the securities of the covered company at the time the
research report was published.

Based on the foregoing, Barclays violated NASD Rule 2711(h) and FINRA Rule
2010.
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2. Barclays' Supervisory Violation

Rule 2711(i) requires each member firm to adopt and implement WSPs
reasonably designed to ensure that the member complies with the provisions of
Rule 2711.

From September 2008 through June 2015, the Firm failed to implement adequate
WSPs in that, among other things, the Firm's WSPs:

? failed to require monitoring of the accuracy of the information captured in
the Firm's disclosure database under 2711(h)(5)(Client Percentage
Disclosures) and (8)(Market Making);

. failed to incorporate the use of exception reports to detect potential
disclosure issues under Rule 2711(h)(5) and (8); and

? relied on manual reviews of research reports that were inadequate to detect
disclosure issues under 2711(h)(8).

Based on the foregoing, Barclays violated NASD Rule 2711(i) and FINRA Rule
2010.

D. Respondent consents to the imposition of the following sanctions:

I Censure; and

? Fine of $500,000.

Respondent agrees to pay the monetary sanction upon 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 it proposes
to pay the fine imposed.

Respondent specifically and voluntarily waives any right to claim that it is unable

to pay, now or at any time hereafter, the monetary sanction imposed in this
matter.

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

WAIVER OF PROCEDURAL RIGHTS

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

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

B. To be notified ofthe Complaint and have the opportunity to answer the
allegations in writing;

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, Respondent specifically and voluntarily waives any right to claim bias or prejudgment
ofthe Chief Legal Officer, the NAC, or any member ofthe NAC, in connection with such
person's or body's participation in discussions regarding the terms and conditions ofthis AWC,
or other consideration of this AWC, including acceptance or rejection of 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 separation of functions prohibitions of
F??IRA Rule 9144, 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
its acceptance or rejection.

Ill.

OTHER MATTERS

Respondent understands that:

A. Submission ofthis AWC is voluntary and will not 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 of the allegations against Respondent;
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('. 11 a?.ce.pted,

1 
. 

this AWC will become part of Respondent's pennmicnt discipli?iary
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 iii accordance with FINRA Rule 8313:

J FiNRA lnay make a public announcement concerning this agreement and
the subject matter thereof in accordance with 1;1NRA Rule 8313; and

4. Respondent may not t?ke any action or tnake or pennit to he made any
public statement, i?icluding in regulatory filings or otherwise, denying,
directly or indirectly, any finding iIi this AWC or create the impression
tliat the AWC is without factual basis. Respoi?dent may not take any
position in any proceeding brought by or on behalfof F?NRA, or to which
FlNRA is a party, tl?at is i??coiisistent with aiiy part ofthis AWC. N??thi iig
in this provision utTects its: (i) testimonial obligations; or (ii) riglit to take
legal ?,r factual positions in litigation or other legal proceedings in which
FINRA is not a party; and

D. Respondent may attach a Corrective Action Statement to this AWC uiat is a
statement of demonstrable corrective steps taken to prevent future misconduct.
Regpoiident understa?ids that it may not deny the charges or make any statement
that is inconsistent witli the AWC in this Statement. This Statement does not
constitute factual or legal findings by FINRA, nor does it reflect the views of
FjNRA or its stafT.

7'he undersigned, on behalfofthe Fir?1?, certifies that a person duly authorized to act on its behajf
hi?s iead atid understui,ds all ofthe provisions oithis AWC' and has beeii given a full opportunity
to ask q?iestion:? iibi??lt it; tliol the Firni li?is ngret,d ti? it?? provisiuns voluntarily; und thut no off'er,
thrt?lit, inducemwtil, ur pri?riiise ol' any kitid, otlier thaii the teri?is set forth herein and the prospect
ok- avuiding tile iss?,ance of a Complaint, has been made to induce the Firm 10 submit it.

l?urcl?iys Capital, hi?.

Iil.24120/E.. RVLGESHAURU-M7-

i )i,te (,iini/cld/Yyyy) 1'eli tiy linherg C
[)ircctor, Regullit?,Iy ('?,iiiplil?nce
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Accepted by I:?NRA: Signed on behalf of the

Director of O?A, by delegated authoi ity

rn I.
DWZ.E-ZOIG 

i 
1 b L 

? ' L t

-Z---R - --Date Michael J, Newman
Senior Regional Counsel
I?INRA 1)epartment oi'Enforcement
581 Mai?i Street, S1111?710

Woodhridge, New Jersey 07095

Phone'(732) 596-2()30

Fax: (202) 721-6557
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