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In tile Matter o f 

BEFORE THE INVESTOR I'ROn;CTlON UNIT 
FOR THE STATE OF DELAWARE 

) 

UBS FINANCIAL SERVICES. INC .. 
) Case No. 13-5-2 
) 

Respo nd ent. 
) 
) ADMINISTllATIVE CONSENT OIU>ER 
) 
) 

-----------) 

WH EREAS. UBS Fi nancial Serv ices. Inc. ("'U 13S") is a broker-dea ler registered in the state 

of Delaware, with a Central Regi stration Depository e'eRL)",) num ber of 8 174; and 

State securities regulators. as part of a North Ame rican Securities Admi ni strators 

Assoc iation ("NASAA ") working group (the " NASAA Work ing Group"), have conducted an 

investigat ion into the registrat ion of UBS Client Service Assoc iates ("'CSAs'") and UBS's 

supervisory system w ith respect to lhe regi strations ofCSAs: and 

UJ3 S has cooperated with state securities regu lators and the NASAA Working Group 

conducting the investigation by responding to inquiries, provi ding documentary ev idence and other 

ma terials. and prov iding access to facts relat ing to the in vestigations; and 

UBS has advised the NASAA Worki ng Group of its agreement to resolve the investigati on 

pursuant to the terms specified in thi s Consent Order (the "Order'"} and pursuant to the multi-state 

reso lution recommended by the NASAA Wurking Group; and 

UBS has made certain changes in its supervisory system with respect to the reg istrati on of 

CSAs. and will make certa in payments in accordance with the terms of thi s Order: and 

UBS e lects to waive permanently any right to a hearing and appea l under 6 Del. C. §§ 73-

304.73-502.73-601 with respect to thi s Order; and 

So lely for the purpose of terminati ng the NASAA work ing group investigation , and in 

settlement of the issues contained in this Order. UBS. without admining or denying the find ings of 

fact or co nclusions of law contained in thi s Order, consents tu the entry o f this Order. 

NOW, THEREFORE. the Investor Protection Director for the Stale of Delaware (the 

"D irector''). a!> ad milli !>II a tor oflhe DdawdU; S,," "' ~Hi li ,,"::, I\I..-l (6 Did. C. ell. 73) (lilt:: "ALOe) dilU Lht:: 
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-- ---------------------------

Rules and Regulations Pursuant to the Act (the "Rules'"), hereby enters this Order: 

I. 

FINDINGS OF FACTS 

1. UBS admits the jurisdiction of the Investor Protection Unit of the Delaware Department 

of Justice (the "Unit") in this matter. 

Background on Client Service Associates 

2. The CSAs function as sales assistants and typically provide administrative and sales 

support to onc or more of UBS 's Financial Advisors CFAs"). There are different titles within the 

CSA position, including Client Service Associate, Registered Client Associate, and Senior 

Registered Client Service Associate. 

3. The responsibilities ofCSAs specifically include , among other things: 

a. Extending invitations to UBS-sponsored events; 

b. Providing published quotations to clients, if asked; 

c. Inquiring whether a current or prospective client wishes to discuss investments with 

a registered representative ofUBS; and 

d. Entering an order, provided the order was accepted by an appropriately registered 

individual in those instances v"'here the CSA is not registered in the state in which 

the client is located. 

4. In addition to thc responsibilities described above, and of particular significance to this 

Order, some CSAs are permitted to accept orders li'om clients. As discussed below, UBS's written 

policies and procedures require that any CSAs accepting c lient orders first obtain the necessary 

licenses and comply with self. regulatory organization and state registration requirements. 

5. UBS issued a revised policy on registration requirements on March 28, 2007, which 

stated, inter alia, that managers are responsible for ensuring that all employees under their 

supervision are appropriately registered and licensed to perform the funct io ns of their position. 

6. During the period of' 2004 to 2010, UBS employed, on average, approximately 2,277 

CSAs per year. 
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Registration Required 

7. The Act governs the registration of broker-dealers and their agents in Delaware. 

Specifically. 6 Del. C. § 73-30 1 requires regi stration by all broker-dealers and agents transacting 

business in Delaware. 

8. Pu rsuant to the general prohibition lmdcr 6 Del. C. § 73-30 1, a person cannot accept 

unso licited orders in Delaware without being registered under the Act. 

Y. Pursuant to 6 Del. C. § 73-601. the DireclOr may issue an order providing for fines 

against a broker-dealer that sel ls securities in Delaware through agt:nts that have not he registered 

under the Act. 

UBS Requires Registration of Client Service Associates 

10. U BS require3 CSAs to become properl y reg istered, licensed, tlnd appointed w ith the 

necessary sel f.regulatory organizations, stale regulators. and business entit ies before tak ing 

so lic ited or unsolicited transaction orders from clients in securities or other financial products. 

receiving lransact ion·related compensat ion, or otherwise engaging in the olfer or sale of securities 

or other financial products. 

II . UJ3S·s po licies and procedures state that CSAs engag ing in securities activities must 

n.::g i ~ l t:r in , Ul U IIlillilllUIiI. lht: ~ ltl lt: I"rurll wlridl llr t:y ":U IU,JU\,;l bu~ir lt:~s (i.t:. Irulm;: :-.lUlt:). 

12. Addilionally. UBS also required CSAs to reg ister in stales in which a CSA anticipated: 

a. Maintaining an addi tional place of busi ness: 

b. Prospecting clicnts~ 

c. Solic iting new acc.Qunts; 

d. Servicing ex ist ing accounts; or 

c. I::Jfecting any securit ies transact Ions and/or receiving compensat ion as a result of 

such transactions. 
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Regulatory In vestigat ion and Findings 

13. ln March 2010, state securities regu lators init iated an investigation into the practi ces of 

UBS in connection wi th its CSA registrati ons. 

14. The multi-state investigation focused on system ic issues wi th UDS's CSA registrations 

and re luted superv isory structure instead of altempting to ident ify each incidence of unregistered 

activ ity. Spec l li ca lly. with respect to the order entry process, the in vest igat ion found: 

a. After accepting a cl ient order, URS CSAs accessed UBS's automated Consolidated 

Order Entry System ("'CO E") to enter the order; 

b. When entering an order through the COE. CSAs were as ked by the system " Did 

another person receive this order?'" If the question was answered "no," the order was 

processed . If the question was answered "yes:' a free text field appeared for the 

CSA to ente r the name or employee code of the person who accepted the order; 

c. In some instances. when this question was answered "yes," CSAs did not include a 

name or code of the employee who accepted the order in the free text field. In other 

instances, the free text fiel d did not comain acc urate ident ifying information abo ut 

the employee who acct:pted tht: trade; 

d. Further. whi le UBS maintained a system to verify lhat lhe FA of record lor a 

particular account was registered in the state where the cli ent res ided. UBS did not 

mai nta in a system to verify the registrati on status of the employee accepting a client 

order when that employee was not the FA for the accou nt. 

15. The multi-state invest igat ion fo und that on certai n occasions some UBS CSAs, whi le 

Series 7 registered and registered in one or more other states. accepted unsolicited orders to buy or 

sell securities from clients residing in Delaware at times when the CSAs were not appropriately 

registered in Delaware. 
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UBS' s Remedial Measure and Cooperat ion 

16. In November 2010, after the in itia l inqui ry by stale securities regulators, UBS enhanced 

the COE System to automatica lly validate the registratio n of employees during the order entry 

process. 

17. Specifically with respect to branch su pport staff (i.e. CSAs). employees are now 

required to indicate the person who directly accepted the order from a client by se lecting "se lf' or 

"other" within the e lectronic ticket on the COE. 

18. If a eSA se lects "self," the COE va lidates whethe r the eSA who accepted the order is 

properly registered in the state where the cl ient resides . 

19. 11' a eSA selects "other," the eSA must provide ident ifying infonnation or lhe person 

who accepted the o rder. The COE system 3ubscquenlly "'olidote3 whether the identified person who 

accepted the order is properly registered in the state where the cliem res ides. 

20. If the identified person is not properl y registered in the client's state of residence. the 

order is routed to branch management who must ens ure that a properly registered person accepts or 

conlinns the o rd er berore execution. 

2 1. lJBS provided timely responses and substantial cooperati on In connection with thi s 

Il.:gU[UIUIY iII Vt;;); ligUliull . 

22. 

2J. 

II. 

CONCLUSIONS OF LAW 

The Unit has jurisdict ion over this matter pursuant to § 73-50 I of the Act . 

U HS' s r~:I.I [ ure to establish an adeq uate system \0 mOllltor the reglstratlon status of 

persons accepti ng client orders constitutes a violation of § 73-304(a)( 10) oflhe Act fo r fai lure to 

reasonab ly su pervise its agents. 
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24. UBS's maintenance of order tickets \vhich do not accurately identify the person who 

accepted client urder~ con~titute~ u violation of S 606 of tho Rulc5. 

25. UBS ' s acceptance of orders for purchases and sales of securities from clients 

res iding in Dcla",,'arc through CSAs not registered in Delaware constitutes a violation of § 73-30\ 

of the Act. 

26. Pursuant to §§ 73-301 and 73-601 of Ihe Act, UBS's acceptance or orders fo r 

purchases and sales of securities in De laware through agents not registered in Delaware constitute 

bases Lo order UBS to cease and desist engaging in the sale of securities in Delaware through 

unregistered agents. 

27. Pursuant to § 73-60 I or lhe Act. the violations described above constitute bases for 

the assessment of an administrative penalty against UBS. 

28. The Director finds the following relief appropriate and in the public interest. 

III. 

URDER 

On the basis of the Find ings of Facts, Conclusions of Law, and UBS's consent to the entry of 

this Order, 

IT IS HEREBY ORDERED; 

29. Thi::. Order concludes the investigation by the Unit and any other action that the Unit 

could commence against UBS and its officers, directors and present or former employees under 

applicable L>elav..'are law on behal f of Delaware as it relates to unregistered activity in Delaware by 

UBS's CSAs and UBS's supervision of CSA registrations during the period from January 1,2004 

through December 31,20 I O. 

30. This Order is entered into solely for the purpose of resolving the referenced multi-
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state investigation, and is not intended to be used for any other purpose. For any person or entity 

2 not a party to the Order. this Order docs not limit or create any private rights or remedies against 

3 UBS including. limit or create liahility of UI:3S, or limit or create defenses of UBS. to any claims. 

4 31. UBS is hereby reprimanded. 

5 

(, 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

32. UBS is hereby ordered to cease and desist from engaging in the acceptance of orders 

for purchases and sales of securities in Delaware through persons not registered with the Unit as 

agents ofUBS. 

33. UBS is hereby ordered to pay the sum or seventy thousand seventy-seven dollars 

and two cents ($ 70,077.02) to the "State of Delaware - Investor Protection Fund" within twenty 

days of the date of this Order. The monies received by the Unit pursuant to this paragraph may be 

used, in accordance \vith Delaware law, to rei mburse the Unit l'or costs incurred during the 

investigation of this matter, for securities and investor education, and/or for other securities and 

investor protection pu rposes. at the sole discretion of the Director. 

34. This ordcr is not intended by the Unit 10 su~jeet any Covered Person to any 

disqualifications under the laws of the United States, any state, the District of Columbia, Pueno 

Ri co. o r thc U.S. Virgin blnnd:5, or under the rule:; or n;guhttioll3 or Ilily securities or commodities 

regulator or self-regulatory organization, inc lud ing, without limitation, any disqualification from 

relying upon the state or federal registration exemptions or safe harbor provis ions. "Covered 

Person," means UBS or any of its atliliales and their current or former officers or former officers, 

directors, employees. or other persons that could otherwise be disqualified as a result of the Orders 

(as defined below). 

35. This Order and the order of any olher Slall; in any pruceeding relmed LO UBS's 

agreement to reso lve the above referenced multi-state investigation (collectively, the "Ordcrs'") 

shall not disqualify any Covered Person from any business that they otherwise are qualified. 

licensed or permitted to perform under applicable securities laws or regulations of Delaware and 

any disqualifications from relying upon this state's registration exemptions or safe harbor 

provisions that arise from the Orders are hereby waived. 
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36. This Order shall be binding upon UI3S and its successors and assigns as we ll as to 

successors and assigns of relevant affiliates with respect to all conduct subject to the provisions 

above and all future obl igations. responsibilities. undertakings. commitments, limitations, 

restrictions. events, and conditions. 

v!M 
Dated this __ day of .2013. 

BY ORDER OF THE DELAWARE DEPARTMENT OF 
JUSTICE, INVESTOR PROTECTION UNIT 

OWEN PHILIP LEFKON, 
DIRECTOR 
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CONSENT TO ENTRY OF CONSENT ORDER BY UBS FINANCIAL SERVICES, INC. 

UBS hereby acknowledges that it has been served with a copy of this Consent Order 

(":Order"), has read the fo regoing Order. is aware of its figh110 a hearing and appeal in this maner, and 

has waived the same. 

UBS admits the jurisdiction of the l>elawarc Department of Justice Investor Protection Un it 

(the ·'Unit'"). neither adm its nor denies the Findings of Facts and Conclusions of Law contained in thi s 

Order, and consents to entry of thi s Order by the Un it as settlement of the issues contained in thi s 

Order. 

UBS agrees that it shall not claim, assert, or app ly for a tax deduction or tax credit with 

regard to any state. federa l or local tax for any administrat ive monetary penahy that UBS shall pay 

pUfsuunt to th is Order. 

UBS states that no promise of any kind or nature whatsoever was made to it to induce it 10 

enter into th is Order and that it has emered into this Orde r voluntarily. 

\l~ MQ.r~,"represenls (hat he/she is ~"'~ 'l>' t"~ Utlv' o r UBS and that, as such. 

has been authorized by l1 BS 10 enter into this Order for and on behalf of UBS. 

Datedthi s~daYOf~~ .20 13. 

URS FIN NC IAI. ERVICES, INC. 

BY~: ~~~~~~~~~~~~~==== Title: 

SU~SCRIU ED AND SWORN TO belo re me thi s 3 '~yor 0 v;{,4 r'. 201 3. 

IAffix sealJ Ivan sterling ~ 
. Notary Public, State d New Jersey 

My CDmmissKln Expi ... f'<bnIa<y 15!J.GIB 0, 
ID #2281122 olary Public 

My Commission expires: 
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