"THIS IS THE BEST
COPY THAT CAN

'BE OBTAINED AS

THE ORIGINAL IS
OF A POOR

QUALITY

WARNING: Once printed, this document is an uncontrolled copy




CTLTEESELSSEEEEEEEEEEEEEEEEEEEEEEESHEHEEEEEESSSSSSOSOGSS___SSSSSSEESESESSEEE

_ i

VARIATION OF ENFORCEABLE UNDERTAKING
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AUSTRALIAN SECURITIES 1

Australian Securities and Investments Commission Act 2001
" Section 93AA

| The commitments in this undertaking arc offered to the Australian Securities and
|

Investments Commission (ASIC) by:

UBS WEALTH MANAGEMENT AUSTRALIA LTD
ACN 005 311.937
(UBS WMA)

PDEFINITIONS

1. Defined terms uscd in this variation of enforccable undertaking have the same meaning
as those in the Enforceable Undertaking given by UBS WMA on 17 March 2011 (the
Enforceable Undertaking), a copy of which is attached as Anncxurc A to this

document.

BACKGROUND

2. On 17 March 2011, UBS WMA offered the Enforceable Undertaking to ASIC, and on
the same date ASIC accepted the Enforccable Undertaking.

Disclosure and Compensation

3. As at the Commencement Datc of the Enforccable Undertaking, UBS WMA had
' ascertained that between January 2006 and 13 March 2010, 764 retail clicnts who
invested in a Caicgory of financial products classificd by UBS WMA as structured
products were nof provided with SOAs in circumstances where some of “those clients
may have been provided with personal financial product advice. UBS WMA had also
ascertained that the failure t6 sénd SOAs extended to an undctermined number of clicnts
that had been provided with personal financial product advice in respect of certain

products other than structured products,

4. On 26 August 2011, UBS WMA advised ASIC that in the course of implementing the
UBS WMA Remediation Plan it had identified approximately 1,058 additional clicnts

that had been provided with personal financial product advice in respect of products




other than structured products and had not been provided with SOAs. Given this risc in
number, UBS WMA sought an extension to the timeframe in which UBS WMA
undertook to seénd the documents rel'errgdf to in paragraph 105.2- of the Enforceable
Undertaking 1o each of the persons and eritities in the Final Recipient List. UBS WMA
advised that. in dealing with a relatively small number of claims received since the
Enforceable Undertaking it has become appfarcm that the 1ask involved in assessing and
responding to claims is more resource intqnéive and time consuming than anticipated by
UBS WMA. UBS WMA has advised ASIC'that a staged and tailored process in sending
- the documents: to each of the persons a'ndli entities in the Final Recipient List would
ensure that the timeframes for the steps i‘n:the claim process are met in {ull, and that

claims received by UBS WMA can be processed efiiciently and effectively.

5. On26 August 2011, UBS WMA further advised ASIC that the remediation work being
undertaken by UBS WMA pursuant to pa}ag'mph 57 of the Enforceable Undertaking in
relation to investments in third party pr&diu:ls‘ due for completion on 30 November
2011, may produce additional informalionﬁi)oul clients requiring notification under the
disclosure and compensation provisions Ult":lhc Enforceable Undertaking. UBS WMA-
has advised ASIC that once it completes this remediation work it intends to notify

potentialiy affected clients.and, where apﬁrt:)prime; to fucilitate those clients 10 make a

. . |
claim for compensation. ) ‘
6. On 30 November 2011, UBS WMA advised 'ASIC that the number of clients referred to i
: o . - .

in paragraph 5.above totalled approximately, 754, Given the number of further clients

identified, UBS WMA sought to notify these potentiatly affected clients of their

entitlement 1o make a claim for compensation in a similar staged and tailored process to

that referred to in paragraph 4 above.

t

7. ‘This variation of the Enforceible Undértaking gives effect to the matters set out in

paragraphs 4 to 6 above.

Final Expert Report and Final Response  * !

B |
[

8. Pursuani to paragraphs 84.3. and 88.3 of th_e:Ehﬁ)rceable Undertaking, UBS WMA hasg
provided to ASIC the First and Sccond fixpert Reports prepared by KPMG, the

|
Independent Expert appointed under the Enforceable Undertaking:
b
' ‘ ;o |
Y. Given the deficiencies identified in the Firstahd Sccond Expert Reports, ASIC considers |
. . : . . . : |
it appropriate that a final assessment of ;the implementation of the UBS WMA ‘
Remediation Plan should be conducted by KPMG and the findings reported in the Final |

& . .
» 2
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Fxpert Report in accordance with paragraph 99.3 of the Enforccable Undertaking,
UBS WMA has agreed that the notice requirement set out in paragraph. 98 of the

Enforceable Undertaking is no longer required.

UBS WMA has requested an additional two months for the final dssessment to be
conducted by KPMG and the findings reported in the Final Expert Report so as to align
this with the timeframe changes in the UBS WMA Remediation Plan made to the due
date of delivery of SOAP Phase 1. Further, UBS WMA has advised ASIC that this -
extended time would give UBS WMA the ability to cnable more comprchensive
effectiveness testing by KPMG of the remaining remediation items not yet ‘covcrcd by

the First and Sccond Expert Reports.

This variation of the Enforceable Undertaking gives effect to the matters set out in

paragraphs 9 and 10 above.

VARIATION OF ENFORCEARBLE UNDERTAKING

12.

Pursuant to section 93AA of the Act, UBS WMA may vary the Enforceable Undertaking
at any time, but only with the consent of ASIC. UBS WMA has offered, und ASIC has

agreed 10 aceept, the following variations to the Enforceable Undenaking.
12.1 Under'th¢ heading *Definitions’:
(i}  substituting the definition of *Claim Form' with the following definition:

“Claim Form mcans a form to be sent 1o clients by UBS WMA in

accordance with paragraphs 110 and 110A to facilitate a claim for

compensation as a result of the conduct referred Lo in paragraph 16.1.7
(1) deleting the definition of * Further Compensation Report’; and
(ii)) inserting the following further definitions:

“Supplementary Client List mcans the list of clients referred. to in

paragraph 105A.

Supplementary Recipient List imeans the list referred 107 in paragraph
105A.3

Supplementary Finat Client List mcans the list of clients referred o in

paragraph 107,



Supplementary Final Recipient List means the list referred to in paragraph
107.”

12.2 The time “14 months” refcrred to in paragraph 99 of the Enforceable Undertaking

ts amended to 16 months™,

12.3 The time 15 months” referred to in paragraph 100 of the Enforceable

Undertaking 1s amended to *17 months™.
12.4 Inserting the following paragraph imﬁwdialely following paragraph t05:

“105A. Within 45 days of completion of the remediation work pursuant to
paragraph 57, UBS WMA nwst submit 1o ASIC and the Independent’
Expert:

10SA.1 a list of ali the further clients whom UBS WMA has identified
as having potentially received personal financial product advice
in circumstances where a SOA was potentially required but was
not provided in accordance with the Act. The list must include
those clients who did not receive an SOA in accordance with
s 946A and therefore also failed to receive an SOA (a) within
the time specified by s 946C: and (b) containing the information

required by s 9478 (Supplementary Client List);

105A.2 a drafi letter of disclosure and Claim Form (il appropriate) to be
approved by ASIC to be sent to the clicnts referred to in

paragraph 105A.3;

105A.3 a list of the clients selected from the Supplementary Client List
1o whom it is proposed the disclosure letter and Claim Form

will be sent (Supplementary Recipient List):

105A.4 if UBS WMA does not propose 10 send the disclosure letter to
any of the chients on the Supplementary Client List, an’

explanation as to the basis for this decision in each case: and

105A.5 a document setting out in detail the method used, including
identification of all sources reviewed, to compile the
Supplementary Client List and the Supplementary Recipient
List.”



[2.5 Substituting.paragraphs 106 to 110 inclusive by the following new paragraphs 106

w

*106.

107.

108.

109.

114,

‘Within 14 days of reccipt of the documents referred 1o in paragraphs 105

or 105A, the Independent Expert must advisc UBS WMA and ASIC of
the _suitaBiIily and appropriateness of the mcti\odology uscd by
UBS WMA as described in paragraphs 105.5 or 105.5A (as-applicable).
The Independent Expert must. also advise what; if any, further stcps
ought reasonably to be taken by UBS WMA i compiling the Client List
and the Recipient List, and the Supplementary Client List and the
Supplementary Recipient List, and specify a reasonable time for those

steps 1o be completed.

If the Independent Expert advises that further steps should be taken
pursuant to paragraph 106, then UBS WMA must take those steps (1o the
cxtent they are reasonable), make any consequential amendments to the
Client List (Final Client l,isi) and the Recipient List (Final Recipient
List) and to the Supplementary Client List (Supplementary Final Client
List) and the Supplementary Recipicnt List (Supplementary Final -
Recipient List) and provide those lists to ASIC and Independent Expert

within the time specified.

If ASIC requires any reasonable modifications to the documents referred
to in paragraphs 105.2 or 105A.2 or to the Final Client List or the Final

Recipient List of to thc Supplementary Final Clicnt List or the

Supplementary Final Recipient List, ASIC must notify UBS WMA in

writing within 14 days of recciving the final lists.

UBS WMA must make thé rcasonable modifications to the documents
referred to in paragraphs 105.2 and 105A.2 and to the final lists referred

to in paragraph 107 as required by ASIC pursuaat to paragraph 108,

Foltowing reccipt by UBS WMA from ASIC of details of modifications
pursuant to paragraph 108, or confirmation that no modifications are
required, UBS WMA must:

110.1  within 14 days, send the documents referred (o in: paragraph
105.2 to cach of the persons.and cntitics identified in the Final

Reeipicnt List as having onc relevant transaction in relation to

5



which a SOA was potentially required but was not provided in

accordance with the Act;

110.2  within 14 days, send o notification lctter to be approved by
ASIC to cach of the persons and entities identificd in the Final
Recipient List as having niérc than ane relevant transaction in
relation to which a SOA was potentially required but was not

provided in accordance with the Act:

110.3  within |4 days, send a notification Ictier to be approved by
ASIC to cach of the persons and cmiitics identificd in the

Supplementary Final Recipient List;

110.4  within 8 weceks, send the documents referred to in paragraph
| 105.2 to cach of the persons and entitics identificd in the Final
Recipient List as' having cither two or three relevant
transactions in relation 1o which a SOA was potentially required

but was not provided in accordance with the Act:.

110.5  within 14 weeks, send the documents réferred to in paragraph
105.2 10 cach of the persons and entitics identified in the Final
Recipient List as having cither four or five relevant transactions
in relation to which a SOA was potentially required but was not

provided in accordance with the Act:

110.6  within 20 wecks, send the documents referred o in paragraph
105.2 to cach of the:persons and entities identified in the Final
Recipient List as having more than five relevant transactions in
relation to which a SOA was potentially required but was not

provided in accordance with the Act;

110.7  within 6 weeks of sending the documents referred to in
paragraph 110.6. send the documents referred to in paragraph
105A.2 to cach of those persons and entitics identified in the
Supplementary Final Recipicnt List as having onge, two or three
relevant transactions in relation to which a SOA was potentially

required but was not provided tn accordance with the Act;.




110.8  within 13 wecks of sending the documents referred to in
' paragraph 110.6, send the documents referred to in paragraph
105A.2 to each of those persons and entities identified in the
Supplementary Final Recipient.List as having more than three
relevant transactions in relation to which a SOA was potentially

required but was not provided in accordance with the. Act.

[T an address cannot be obtained from UBS WMA'S records or the letter

is returned, UBS WMA must follow the procedure in Annexure B.”

12.6 Inserting the following paragraph immediately following paragraph

“110A.

It UBS WMA in the course of implementing the UBS WMA,

Remediation Plan identifies a client requiring notification under. the

" disclosure and compensation provisions of this Enforceable Undertaking,

with such client having been omitted from the final lists (the Additional
Client), UBS WMA must, within 14 days of identifying the Additional
Client send a disclosure letter and Claim Form to the Additional Client
and, where an Additional Client so notified provides UBS WMA with a
completed Claim Form, UBS WMA must undertake an assessment of
that claim for compensation in accordance with the spirit of the
Enforceable Undertaking, including the payment of interest in similar

terms provided in paragraph 112.4 below.

If an address cannot be obtained from UBS WMA's records or the tetter

is returned, UBS WMA must follow the procedure in Anncxure B.”

12.7 Inserting the following paragraph immediately following paragraph 112.3:

1124,

pay simple interest calculated by reference to the 90-day Australian Bank
Bill Swap Rate as.at the date of the decision to accept a claim (Interest)

as lollows:

(i) to each of those persons and entities referred to in paragraph
1104 whose claim is accepted by UBS WMA, 56 days (8
weeks) of Interest on the amount of the claim accepted- by
UBS WMA;

(i) 1o each of those persons and entities referred 1o in paragraph

110.5 whose claim is- accepted by UBS WMA, 98 days (14

9



(i)

(iv)

i

weeks) of Interest on the amount of the claim accepted by

UBS WMA:

to cach of thosc persons and entities referred to ‘in paragraph
110.6 whose claim is accepted by UBS WMA., 140 days-(20
weeks) of Interest on the amount of the claim accepted by

UBS WMA: . |

to each ofthose r’}ersons and entities réferred o in paragraph
110.7 whose ckiinﬂ i5 accepted by UBS WMA, 182 days (26
weeks) of Intcr’f:si on the amowunt of the claim accepted by
UBS WMA, nnd:' : '

to- cach of those persons and entities referred to in paragraph
110.8 whose claim.is accepted by UBS WMA, 224 days (32
weeks) of Interest on the amount of the claim accepted by

UBS WMA™

[}

12.8 Substituting paragraphs 113 and I'flfi by the following new paragraphs 113 and

114:

*113.

14,

UBS WMA must providé written reports (Compensation Report) to

ASIC containing the following information conceming the status of all

claims made:

113.1

113.2

113.3

1134

the number of<claims that have been received since the
LI}

Commencement Date of this Enforceable Undertaking;

the number of claims that have been resolved and have been

patd inn full or in part;

the number of claims that have been rejected wholly or partially
T

and UBS WMAs reasons for the rejection of each such claim;

and s

the number of unresolved claims and the reasons each such

claim remains unresolved.

The first Compensation Réport’ must be provided within 60 days of

sending the letters and Claim Forms to the persons or entities in

accordance with paragraph 110.1. Thereafter, the Compensation Report

8



14,

must be provided to ASIC on a monthly basis until 31 December 2012
and, if there are outstanding claims. under assessment by UBS WMA as
a3l Dcccn;bcr 2012, thereafter at such intervals as may be required by
ASIC.

12.9 Substituting paragraph 1 in Annexure B: Procedure for contacting persons: with

the following new paragraph 1:

1 In accordance with paragraphs 110 and 110A of tlis undertaking,
UBS WMA must send the letter at Annexure B by ordinary pre:paid post
to the most recent address the Company. has récorded for cach relevant

person.”

ASIC considers that the variation 'of the Enforceable Undertaking as described in

paragraph 12 above is.in all the circumstances appropriale.

No other aspects of the Enforceable Undertaking are changed in any way.

ACKNOWLEDGMENTS

15.

18.

UBS WMA acknowledges that ASIC:

15.1 may from time to time publicly refer to this variation of enforceable undertaking:

and
15.2 will make this variation of enforceable undertaking available for public inspection.

UBS WMA acknowledges that this. variation of enforceable. undertaking in no ay
derogates from the rights and remedies available to ASIC or any-other person or entity
arising from any conduct deéscribed in this variation of enforceable undertaking or the

Enforceable Undertaking.

UBS WMA acknowledges that ASIC's acceptance of this variation of enforccable
undertaking-does not affect ASIC’s power to investigate any contravention arising from

future conduct.

UBS WMA acknowledges that the acceptance by ASIC of the variation in paragraph 12
above modifies the Enforceable Undertaking but does not affect the validity of the
Enforceable Undertaking and does not prejudice ASIC's ability 1o take any action in

refation to the Enforceable Undertaking.



9. UBS WMA acknowledges that this variation of enforceable undenaking has no

operative torce until accepied by ASIC.

Executed by UBS Wealth Management
Australia Lid ACN 005 311 937 in
accordance with section 127 of the
Corporations Act 200 (Cth)
AY

Signature of director

MCUAEL CH) QWM/) Micman. Benlc

Full Name Full Name

Accepted by the Australian Securities and Investments Commission under section 93AA
of the Australian Securities and Investments Conmission Act 2001 (Cth) by its duly
authorised delegate:

Chairman and Delegate ol Australian Securities and Investments Commission

ZO December 2011
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ENFORCEABLE UNDERTAKING
Australian Securities and'Investments Commission Act 2001
Section 93AA

"The commitments in this undertaking are offered to the Australian Securities and

Investments Commission (ASIC) by:

UBS WEALTH MANAGEMENT AUSTRALIA LTD
ACN 005 311 937
(UBS WMA)

DEFINGTIONS

In addition to terms defined elsewhere in this undertaking, the following definitions

are used:
Advisers means Represcntatives who arc client advisers.
AFSL mecans Australian Financial Services Licence.

ASIC Act means the Australian Securitics and Investments Commission Act 2001
(Cth).

ASIC’s Concerns means the concerns sct out in paragraphs 10 to 17.

Claim Form mcans a form to be sent to clients by UBS WMA in accordance with
paragraph 109 to fucilitace a claim for compensation as a result of the conduct

referred to in paragraph 16.1.

Client List mcans the list of clients referred 1o in paragraph 105.

Commencement Date means 17 March 2011,

Compensation Report mcans the report referred to in paragraph 113
Corporations Act means the Corporations Act 2001 (Clh),

Draft UBS WMA Remediztion Plan means the report referred to in paragraph 40.

Expert Report means any expert repont required to be prepared pursuant to this

_cnforceable undenaking.




Financial Services has-the meaning given to that term by Division'4 of Pant 7.1 of

Chapter 7 of the Comporations Act.

Final Client List means the h:sl of clients referred to in pz;ragraph 107.
Final Expert Report means the report referred to in paragraph 99.
Final Recipient List means the list referred to in paragraph 107,

Final Response means the plan referred to’in paragraph 100 or as modified in

accordance with paragraph 101.
First Expert Report means the report referred to in paragraph 84.

First Response means the plan referred to in paragraph 85 or as modified in

accordance with paragraph 86.
Further Compensation Report means the repont referred to in paragraph 1 14,

Independent Expert means an expert required to be appointed pursuant to this

enforceable undertaking as réferred to in paragraph 33.

Legal and Compliance means the Legal and Comipliance department within
UBS WMA.

Recipient List means the list referred 10 in paragraph 105.3
Remediation Assessment means the report referred 10 in paragraph 81.

Representative means a representative of UBS WMA within the meaning of's 910A
of the Act.

Second Expert Report means the repon referred to in paragraph 88.

Second Response means the report referred to in paragraph 89.

SOA eans a'stalement of advice, as required by s 946A if the Corporations Act.
SOAP means UBS WMA's automated SOA production systcm.

Third Expert Report means the repon referred to in paragraph 93.

Third Response means the report referred 1o in paragraph 94,

UBS WMA Remediation Plan means the report referred to in paragraph 82.-
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BACKGROUND

Under s | of the ASIC Act, ASIC is{.cbargcd with a statutory responsibility to perform
#s functions and to exercise its powers 50 as to promote the confident and informed

participation of investors and consumers in the financial system.

Effective 1 January 2004, UBS WMA was granted an Australian Financial Services

Licence pursuant o Division 4 of Pant 7.6 of the. Corporations Act to provide

i
[financial product advice pursuant to § 766B of the Corporations Act and to deal in

financial products pursuant to s 766C of the Corporations Act, which remains current.

On 18 December 2009 UBS WMA lodged a breach nitification (*Notification”) with
ASIC, in accordance with §9I2li oI‘ the Corporations Act, informing ASIC of
conduct by UBS-.W.MA which may ﬁa?c contravened s 346A of the Corporations Act,
namely the obligation to provide a Statement of Advice (SOA). The Notification
indicated that between Jénuary 200(; and May 2009, approximately 684 retail clients

i
who ‘invested in a category of financial products classified by UBS WMA as

- structured products, were not provid{:d with SOAs. UBS WMA has subsequently

ascertainéd that the. number of such clients not provided with SOAs up until 31 March
2010 is 764. UBS WMA notified ASI(;Z that it was concemed about a potential breach
insofar as its énquirics reveated that none of those clients had received a SOA in
cir’Cu;“lslances where some of thosei c'!licms may have been provided with personal
financial product advice. UBS WMA has also subsequently ascertained that the
failure to scnd SOAs extended to clients provided with personal financial product

advice in respect of certain products other than structured products.
p i '
As a result of the breach notification referred to in the preceding paragraph and
o . .
additional information obtained by ASIC, an investigation pursuant to s 13 of the

ASIC Act was commenced into the affa‘ifs L\I'UBS WMA.

t
b 4

Since about January 2004 UBS WMA has operated a business which includes the
provision ol financial services (the Financial Services) within the meaning of

Division 4 of Part 7.1 of Chapler 7 of the Corporations Act (the Business).
P :
oA



.6, The Business is a financial services business within the meaning of Chapter 7 of the

Corporations Act.

7. As at | March 2010 UBS WMA had 103 client advisers (Advisers) designated to act
as representatives of UBS WMA. The Advisers are representatives within the
meaning of s 910A of the Corporations Act.

8. WMA holds Australian Financial Services License number 231127 and is licensed to
provide advice in relation to; and dcal in, amongst other things, sccurities, derivatives,
managed investment schemes, investor directed portfolio services, managed
discretionary accounts and to provide custodial and depositary services (including

operate an investor directed portfolio service).

9. As at 13 April 2010 UBS WMA had 4,139 ciients recorded as wholesale clients, and
19908 clients recorded as retail clients. Those clients include individuals,

superannuation funds, family trusts, charitable trusts, investments managers and

corporate.
AR S CONCIRNS

10. ASIC has identified a number of areas of concern within UBS WMA (ASIC’s

Concerns), set out in paragraphs 1| to |7 which rélate to:
10.1 poor complhiance culturg.and framework;

10.2  inadequate risk management;

10.3 a breakdown in general processes;

10.4 iﬁadequate training and education;

10.5 | deficiencies in the production of SOAs; and

10.6  inadcquate breach assessment and reporting.

Powr Compliance Cilture and lramework
1. UBS WMA has failed 10 foster-and maintain a proper commitment to, and culture of,

compliance within the UBS WMA business, demonstrated by:

1.1 the failure by both management and Advisers to take scriously the

obligation to provide SOAs:



1.2

the failurc to have in place proper procedures and framework . for

ensuring compliance with.SOA obligations;

‘a failure to ensure staft received adequate compliance training and

education.

Inadequate Risk Managernent

12. UBS WMA did not have, and still may not have, appropriatc compliance risk

management policies and systems having regard to the nature, siz¢ and complexity of

its business.

13. Consequently:

13.1

| 13.2

not all material risks have been properly identified and/or actively managed,

risk activilics have often been reactive or ad-hoc rather than pro-active,

planncd and preventative.

Genheral processes

14, The following deficiencies exist in UBS WMA's gencral processcs:

14.1

4.2

14.3

14.4

14.5

14.6

14.7

14.8

14.9

crrors, inconsistencics and ‘omissions in documentation regarding client

details, including risk profilcs, investment experience and objectives:

inadequate use of systems for recording retail client information oblained by

Advisers during the course of their dealings with clients;

inadequate use of systems for recording communications between Advisers

and clicnts;
inadequatc nonitoring and supervision of Adviser activitics,

inadequate audit process for reviewing the content and quality of advice

provided by Advisers;

inadequate monitoring to ensure that Advisers comectly identify when an
SOA is required;

inadequaté and insufTicient documented policics to govern the SOA process:
a lack of detailed procedure documents regarding the SOA process;

inadequate processes for recording clients' wholesale or retail status:




L3,

16.

14.10

14.11

14.12

14.13

14.14

inadequatc processes for ensuring wholesale client certificales conform with

the law;

inadcquate processes to control the recommendation by Advisers of products
outside of UBS WMA's approved product list;

the failure of UBS WMA'S systems 10 record personal financial product
advice that .may'ha've been given by. Advisers 10 retail clients in relation to
third party financial products (ic products that a client has acquired in their
personal capaéity and which are not supported by UBS WMA via UBS

WMA platforms or in its capacity as custodian for the client);

inadequate systems for undertaking formal and regular client account

reviews that could have addressed the matters in 14.11 and 14.12; and

inadcquate systems for cnsuring that risks associated with products are

cxplained to clients.

Madequate raining ond educaiion

Deficiencies may exist in UBS WMA's training and education in the following

respects:

15.

152

15.3

154

insufficient face-to-face training and an overrcliance on online training with
no active. supervision or monitoring of content on the completion of the

online training courses;

insuflicient training and ‘education in relation to compliance obligations, in

particular the requirement to provide SOAs; .
lack of monitoring of content of fraining requirements: and

the absence of a compliance education and training officer or coordinator

" who could have addressed the matters in 15.1 and 15.3.

Falure 1o provide SOAS

Deficienciés exist in UBS WMA's systems relating to the provision of SOAs, which

16.1.

have resulted in:

the failure 10 send SOAs to clients who received personal financial advice in

accordance with s 946A of the Corporations Act (which includes the



16.3

16.4

16.5

obligations sct out in s 946C concerning the timing of scnding SOAs, and s

9478 concemning the required content of a-SOA);

the inability of UBS WMA to verify which clicnts have received SOAs and
which clients have not;

the inability of UBS WMA to locate SOAs previously sent to clicnts;

the inability of UBS WMA to consistently ascertain if, and what, advice has
been given to clients in respect of cenain financial products, and whether

such advice was appropriate to the clients' relevant personal ciscumstances

as required by s945A; and |

the ability of Adviscrs to avoid or cancel the production of SOAs,

Ingiclent and breach assessment and reporting

17. ASIC considers that UBS WMA does not have in place adcquate procedures for

determining whether a breach or likely breach of UBS WMA's obligations in respect

of its obligations in rclation to the Financial Services was significant.

VORNOWLEDRGEMENTS < REMEDIATION PROGRADMME

18. ASIC acknowledges that UBS WMA:

18.1

18.2

18.3

184

18.5

18.6

self reponted these matters;

has fully co-operated and has worked constructively with. ASIC in its

investigation; and

has commenced a remediation programme to address problems identified

within the Busingss;

has restructured cenain management functions 1o delincale responsibilitics
including appointing a Head of UBS WMA, Head of Compliance, Head of
Legal and Chief of StafT;

has cngaged external consultants to assist with a preliminary assessment of

aspects of the remediation programme; and

has reorganised the reporting siructure within UBS WMA. such that the
Head of UBS WMA has ajoiht- reporting line to the UBS Australia Country
Head. ' .



19.

20

Given the significance of ASIC's Concems, the significant number of those concerns

and UBS WMA’s previous failure to promote a culture of compliance, ASIC is
concerned that the interim remediation programme may not have been fully
implemented or effective. ASIC and UBS WMA .consider that there is still a

substantial amount of remediation required to address ASIC's Concerns.

If UBS WMA does not address all of the issues raised by ASIC, UBS WMA will not
be able to ensure that the Financial Services will be provided in compliance with the

requirements of the Corporations Act,

ACKNOWLEDRGEMENT BY UBS WA A 0F ASTCS CONCERNS

21.

UBS WMA acknowledges ASIC's Concerns. UBS WMA also acknawledges that
deficiencics existed in the Business since at least January 2006 as outlined in ASIC's
Concemns in respect of the failure to provide SOAs. UBS WMA also acknowledges

that deficiencies have existed in respect of proper processes, risk management,

training and education, compliance culture and incident and breach assessment and

reporting. Accordingly, it has offercd this enforceable undertaking.

UBS WMA éacknowledges that the deficiencies referred to in the preceding paragraph
may have resulted in UBS WMA .failing to satisfy the following Corporations Act:

obligations in so far as they relate 1o the relevant aspects of the Business:

2?..1 section 912A(1)(a) - the obligation to do all things necessary to cnsure that

financial services are providéd efficiently, honestly and fairly,

22.2  scction 912A(1)(b) - the obligation to comply with the conditions on the
licence, namely the requirement to retain SOAs, and the information

required by an SOA, for a period of seven years;

223 section 912A())(c) — the obligation to comply with the financial services
laws;
22.4 section 912A(1)(ca) - the obligation to take reasonable steps to ensure that

UBS WMA's representatives comply with the ﬁ;ﬁancial services laws;

22.5 section 912A(1)e) - the obligation to maintain the competence to provide

the financial services being provided;



23.

22.6 section 912A(1)}f) - the obligation to cnsure that representatives are
adequately traincd and arc competent to provide the financial scrvices being

provided:

227 section 912A(1)(h) - the obligation to maintain adequate risk management
systems; and

22.8 section 946A - the obligation to give a client a SOA,

UBS WMA does not concede that ASlC'ls' Concems in rclation to the failure to

provide SOAs has given rise to a contravention of any law or obligation by

UBS WMA, including section 945A — the obligation 10 have a reasonable basis for

providing advice to clients and for ensuring that advice is appropriate.

TINDLRTARINGS

24,

26.

27.

28.

Under section 93AA of the ASIC Act, UBS WMA has offered, and ASIC has agreed
to accept as an alternative to commencing civil proccedings or pursuing

administrative action, undertakings as sct out in paragraphs 25 to 28.

UBS WMA undertakes that it will pay the costs of its compliancc with this
enforccable undertaking, including the remuneration and costs associated with the

cngagement of any independcent cxpert.

UBS WMA undertakes that it will not seek rcimbursement of, contribution towards or
otherwise directly or indirectly pass on its costs of compliance with this enforccable

undertaking or any proportion of those costs to clients of the Business.

UBS WMA will, within a reasonable period of time afier receiving a request from
ASIC, provide all documents and in‘l'onnmion requested by ASIC from time to time
for the purpose of assessing UBS WMA's compliance with the terms of this
cnforccable undertaking. For the avoidance of doubt, UBS WMA is not required to
provide ASIC with documents or information thit is the subject of legal professional

privilege.

UBS WMA undertakes that it will pay within two weeks of the Commencement Date
ASIC’s costs of this Enforceable Undertaking in the amount of $30,000 for costs
incurred (o date. UBS WMA further iundenalcc:s that it will, within four weeks of

receiving notification from ASIC, pay o further amount in respect of any additional



costs of this Enforccable Undertaking incurred by ASIC, such further amount not to
exceed $50,000.

ENDUSTRY PROVESSIONAL DEVELOPAMENT PROGRAMMI

29. ASIC will arrange or supcrvise (as it.elects) within twelve months of the date of this
Entorceable Undertaking an educational workshop open to persons working within or
in association with the wealth management industry in Australia, which will be’

principally concemned with promoting best practice within the wealth management

industry in Australia.

30. UBS WMA undertakes that it will provide such assistance, including by making such
financial contribution as ASIC may reasonably require, in respect of the cducational

workshop referred to i_n paragraph 29.
ACKNOWLEDGEMENTS = QPERATION OF ENVORCEARLE UNDERTAKNG

31 UBS WMA acknowledges that:

3 this enforceable undertaking has no operative force until accepted by ASIC,
and UBS WMA and ASIC acknowledge that the date of this enforceable
undertaking is the date on which it is accepted by ASIC;

31.2  ASIC's acceptance of this enforceable undertaking does not affect its power
lo investigate, conduct surveillance, pursue a-criminal prosecution or seek a

pecuniary civil order in relation to:

(i) fraud, misappropriation or misuse of moncy by UBS WMA or any
person or entity associated with UBS WMA, whether or not based

on information currently in its possession or derived from such

information;
(i) any contravention not the subject of ASIC's Concems;
(iii) matters arising from future conduct occurring afler the date of this

enforceable undertaking {including any. maters disclosed to ASIC
by UBS WMA or any independent expert in the course of
compliance with this enforceable .undertaking) whether or not the

future conduct arises from the conduct described in ASIC's

Concemns;



32.

IR IL

33

34,

(iv) any person, other than UBS WMA and its related bodies corporate

or the officers and employees (present and former) thercof, in
respect of any matter, whether or not arising from future conduct or
relating to matters or contraventions the subject of ASIC's

Concerns;

(v) ASIC's acceptance of this enforceable underiaking does not affeet
its power to intervene in or become a party to any proceeding in

relation to the interpretation of the Corporations Act;

{(vi} this enforceable undertaking in no way derogates from the rights
and remedies available 1o any other person or ‘cnlily arising from
any conduct described in ASIC's Concerns or arising from future
conduct, except where any action, procceding or ¢laim in respect off

thase rights and remedies is brought by, or in the name of, ASIC;

(vil) ASIC may from time to time publicly refer to this enforceable

undertaking; and

(viii)  ASIC will make this enforceable undertaking available for public

inspection.

By accepting this enforccable undcrtaking ASIC concludes the investigation referred
to in paragraph 4 giving rise to ASIC's Concemns and, subject to paragraph 31.2 and
compliance with this cenforceable undertaking, ASIC will not take, or cause lo be
taken, any other action against UBS WMA (or its past or present officers) or any
related entity (or their past or present officers) in relation to matters the subject of
ASIC’s Concerns.

INDRENT EXVPERY

Where the appointment of an indcﬁcndc‘nl’ expert is required pursuant to any
paragraph of this enforccable undertaking UBS WMA must appoint a person who is
independent of UBS WMA and its officers and has the nccessary cxpertise,
cxpericnce and opcrational capacity to complete the terms of engagement

(Independent Expert).

LUBS WMA must:



34.1

342

343

344

engage the Independent Expert to perform the tasks necessary to fulfil the

obligations imposed by this enforceable undertaking;

permit the Independent Expert, subject 10 any claim of legal professional

privilege, and 1o the extent thal is reasonable having regard to the

requirements of this enforceable undertaking, to have access lo their books,

1o interview any past or present employee and to consult with ASIC and
disclose. to ASIC any further information obtained by the Independent

Expert in the course of carrying out their assessments;

give the Independent Expert any information or explanalion reasonably
requested by the Independent Expert of any malter in any way connccted
with the reports required to be prepared by the Independent Expert under

this entorceable undertaking; and

otherwise reasonably assist the Independent Expert in conducting the

assessments and producing the Expert Reports.

35 UBS WMA will ensurc that the terms of engagement of the relevant Independent

Expert will include a requirement that the Expernt Reports will;

351

set out the steps that the Independent. Expert has taken to fulfil their task,

including but not limited to:

(i} the people that have assisted the independent Expert and in what

way,

{ii) the personnel that have been interviewed;

(iii)  thé documents that have heen assessed;

(iv)  any limitations or qualifications to the Expert Report;

(v) list those documents or extracts of documents most relevant (in the

view of the Independent Expert) in producing the Expert Report; and

(vi)  otherwisc comply (to'the extent applicable) with those paragraphs of
the ‘Practice Note' CM 7 issued by the Chief Justice of the Federal
Court of Australia Expert Witnesses in proceedings in the Federal
Court of Australia’, that fall under the sub-heading “The form of the

expert cvidence' (sec Annexure A),



6.

37,

o 39.
40.

|

\

|

|

41.

Paragraphs 33 to 35 apply to cvery appointment of an Independent Expent by
UBS WMA required pursuant to this enforceable undentaking.

The lodependent Expent and the Independent Expert’s terms of engagement must be
approved in writing by ASIC before the Independent Expent is engaged. UBS WMA
" must advise ASIC of the expertisc and pribr association of the proposed Indcpendent
Expert with UBS WMA and its related bodies curporat:c and officers at the time
approval is sought from ASIC. ASIC must be given the draft terms of engagement by

no later than seven days from the Commencement Date.

UBS WMA and ASIC will respectively use their best endcavours to ensure that the

Independent Expert is engaged within two weeks of the Commencement Date.

UBS WMA must seck written approval from ASIC to vary the terms of cngagement

ol the Independent Expert once those terms of engagement are approved by ASIC in

accordance with paragraph 37,

Remediation Plan

Within two weeks of the Commencement Date UBS WMA must submit a plan to
ASIC and ‘the Independent Expert (draft UBS WMA  Remediation Plan)
incorporating each of the mattcrs identified in paragraphs 41, 42 and 43 below. For
the. avoidance of doubt, the draft UBS WMA Remediation Plan will include matters
that UBS WMA considers have already been addressed as part of the interim
remediation programme referred 1o in peragraph 18, in order to cnable the
Independent Expert to asscss independently whether thosc matters have becn

satisfactorily addressed.

For ecach of the matters identified in paragraphs 42 and 43 below, the draft
UBS WMA Remediation Plan must provide details of:

41.1 whether or not action has been taken 1o remediate the issuc:
41.2 if not, the action proposed to be taken and timeframes for that action;
41.3 if s0, a description of the action taken to date and the progress:

41.4 whether or not any procedure, process or system implemented has been
validated and tested for ongoing effectivencss and if so, the organisation or

team that conducted the validation and 1esting.



42. The draft UBS WMA Remediation Plan must include a description of each of the

issues requiring remediation (or which has required remediation) as -agreed with
ASIC.

43, The draft UBS WMA Remediation Plan must include the forms of remediation for

the Business that have or will be taken as set out in paragraphs 44 to 80 below.
Camplinnce cuiture and {ramework

44. Establish a compliance framework, including preparing a compliance program with

clear compliance objectives and compliance risks.

44| ‘Relevant compliance activities should be assigned to each material
compliance risk to reduce the residual compliance risk to an acceptable level

approved by Legal and Compliance and the Board of UBS WMA.

44.2 The compliance program should be reviewed on an annual basis but in any

event, should be treated as a living document to be amended and updated as

necessary.

45.  Maintain a compliance framework, including a compliance plan with clear compliance

objectives and compliance risks,

46. Clearly define. roles and responsibilities for the kéy- compliance activities within the

compliance framework.
47.  Provide monthly compliance reports to the Board of UBS WMA, covering the
compliance activities of the month, including a summary of breaches, complaints,

training activity, correspondence with regulators and other relevant compliance-related

aclivity.
48. Establish clear and measurable key performance indicators in relation to compliance
obligations for Representatives, as relevant (o their role and responsibilities.
48.1 These indicators should be reviewed regutarly and monitored by an
independent party (eg. Head of Legal and Compliance or.the Board of
Directors).
Risk managament

49, Establish 1 documented compliance risk management procedure.
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Cstablish a detailed compliance risk register which identifies all material risks
relevant to the Business. This compliance risk register should be reviewed on an
annual basis to add, amend or delete specific risks, but in any event should be treated

as a living document to be amended and updated as necessary.
The compliance risk register should include:
511 an appropriate risk rating definition that is measurable;

512 assignment of the risk ratings to each risk identificd on the register with

documenited explanations;

51.3 cach risk should have relevant control activities assigned to ensure that the

risk profile is reduced 1o an acceptable residual risk level; and

51.4 regular review and approval by Legal and Compliance and the Board of
UBS WMA.

Broakdown in general processes

55.

52.
53.
54.

Establish a documented policy and detailed procedure to govern and describe the

required activities with regard to the provision of advice to clients.

Establish a documented policy and detailed procedure with regard to the use of
UBS WMA's approved product lists, with specific written approval required for any

deviation from the approved product list.
Establish a system for recording and maintaining client information, including:

54.1 the ability to verify the client’s wholesale/retai) status;

54.2 to communicate with clients en an annual basis in-order to enable them to

confirm the accuracy of client details, including personal details, risk

profiles, investment experience and objectives;
54.3 a process to verify that wholesale certificates comply with the law; and
544 regular reviews to ensure that clicnts’ wholesale/retail status is accurate.

Improve the existing system whereby communications with retail clients regarding
their relevant personal circumstances are recorded in writing within the system in a

timely manner to ensure that complete and accurate delails are maintained.



56.

57.

| 58.

59.

60.

Establish a procedure for the issuance of SOAs in accordance with the requirements

of the-Corporations Act und associated obligations under UBS WMA'S AFSL.

In relation to investments in third party products by a client af an Adviser's .

reccommendation:

57.1 Amend current systems to ensure that advice is recorded and maintained in
accordance with the requircments of the Corporations Act and associated
obligations under UBS WMA'S AFSL; and

57.2  for clicnts who have agreed with UBS WMA to reccive ongoing advice, to

maintain details of those investments,

Establish a systcm for monitoring ‘and supervising Advisers’ activities (eg. Advisers
correctly identifying when an SOA is required, correctly recording reasons for not
providing a SOA, approvals obtained for any deviations from the approved product

list, etc).

Establish a programme for undenaking regular client account revicws by a suitably

senior and independent staff member 1o assess the quality of advice provided.

iZstablish a programme to be undertaken by a function independent of the Adviser
function, to ensure compliance with UBS WMA policics and the Law including, but

not limited to, the SOA obligations.

Training and aducation

6l.

62.

63.

64.

Engage a compliance cducation and training officer or coordinator.

[

Establish a trining policy and training procedures in order to implement the training

policy.

Complete a skills assessment of cxisting representatives of UBS WMA (within the
meaning of scction 910A of the Corporations Act) and any new representative and
maintain a detailed compliance training programmc specific to their roles and

responsibilities.

Training programmes should consider the tevel of training to be completed for all

representatives at various levels (as relevant to their roles and responsibilities),

-frequency of completing: the training, component of assessment if rclevant (i.e.

16



63.

66.

67.

68.

69.

70.

71

examination) including required ‘pass’ rale and contents to be consistent with

documented procedures as well as contents to be reviewed and updated regularly.

Establish a procedure whereby training on key compliance requirements requires

mandatory attendance.

Establish and maintain a training register documenting.the attendance, completion
and assessment (where UBS WMA detennines assessment is relevant) of required
training programmes for all Representatives, which is monitored and linked with

performance assessments of Representatives.

Establish a procedure which ensures that any non-completion or poor assessment be
addressed appropriatcly and that the respective Representative should be restricted

from executing any activitics which may lead to a risk of non-compliance, i.e.

providing advice lo clients.

Develop training programmes which are executed in a combination of face-to-face
training workshops and online training. For any online training, the ability of staff to
‘skip contents’ should be restricted and any components of assessment (i.e.
examination) (where UBS WMA détennincs assessment is relevanl) should be

closely monitored to ensure required level of *pass’ rate is achieved.
Develop annual compliance refresher training.

Attendance, completion and assessment (where UBS WMA determines assessment is
relevant) with regards 1o the compliance refresher training should be documented and

monitored.

Where appropriate to the role, training content should incorporate the following to
ensure relevant staff and management understand and comply with their respective
compliance obligations with regard to Corporations Act regulations and relevant
ASIC Regulatory Guides (i.e. RG: 175 Licensing Financial Product Advisers —

conduct and disclosure);

71.1 the requircinent under the Corporations Act to provide SOAs. including in

circumstances where advice is given and no transaction entered into;

71.2 exemptions to the requircment to provide SOAs as provided in the

Corporations Act,

17



73.

71.3
7.4

71.5

71.6

71.7

the required content of a SOA under the Corporations Act;
the operation of the SOAP system;

the details of which conversations with retail clients must be recorded in

writing;

responsibilitics of Advisers in relation to the production and dispatch of
SOAs; and '

monitoring by management of Advisers' compliance with the SOA

provisions of the Comporations Act,

Provide. mandatory training to. all staff (including executives) involved in the

provision of financial services with respect to the incident and breach reporting

process and obligations of staff to report and record such matters. The training should

include an assessment component to ensure staff understand their obligations as it.

pertains 1o incident and breach reporting.

Provision of SOAs

Changes to the SOAP system should be made:

73.1

73.2

133

734

73.5

to ensure that SOAs are produced as required by law in every instance,

including instances where advice is given but no transaction is entered into;

to enable UBS WMA to identify when SOAs have been produced in respect

of any client and/or product type"and/or date of advice given;

to ensure that copies of SOAs sent 10 a client arc clectronically linked to,

and stored together with, that client's account details;

to provide a central repository for all SOAs sent to clients and the ability for
UBS WMA 1o monitor and audit at any point in time, the provision of SOAs

compared with relevant transactions generated;

to prevent Advisers or any other representative of UBS WMA. [rom
canceliing or ¢ircumventing the production of 'a SOA without documented
approval from the Business Risk Management or Legal and Compliance

Zroups;

18



74.

5.

73.6 to provide a reconciliation’ process to confirm that instructions to the

mailroom and final SOA production align with the SOAP system;

73.7 to provide a reconciliation process to confirm that the fina! production and

sending of SOAs by email align with the SOAP system; and

738 1o require an Adviser to récord the rcason why a SOA was not provided in
circumstances where personal financial product advice was given to a retail
client but no SOA was required for whatever reason (including whether an

cxemption applics and if so, what excmption applics).

As part of the independent client account reviews set out in paragraph 59, such
revicws should cover the production and content of SUAs 10 the relevant clicnt, and
reviewing whether Advisers have complicd with the obligation to prepare and provide
SOAs to that clicnt.

Establish a process to test the cffectiveness of the monitoring arrangements refcrred

to in paragraph 59.

incident and breach assessment anid réporting

76.

77.

78.

79.

80.

Maintain satisfactory documented policy and procedures for the identification,
escalation, notification and other responses to incidents and breaches of UBS WMA's
obligations as the holder of an AFSL so as (0 ensure ongoing comnpliance with scction

512D of the Corporations Act.

Establish procedures for Legal and Compliance to review regularly the breach
register to cnsure that systemic issucs are ‘identified and assessed for their

significance.
Establish procedures for revicwing the complaints register to assess and consider if

any of the complaints indicate that an incident {or breach) has occurred.

Establish procedures for senior cxccutives and management to certify regularly o
Legal and Compliance and the Board of UBS WMA that the incident management
and breach reporting procedures have been adhered to. These certifications should be

included as part of L.egal and Compliance’s audit procedurcs.

Provide to the Independent Expert the register of breaches of UBS WMA's

~ obligations at the end of every month for cight months-commencing two months aflcr

the Commencement Date,

19



Romediatiou Assessment

8l.

83.

Within four weeks of the Commencement Date lhc.lndcpendc:{t E'x_pen must;

81.1

81.2

Conduct an assessment of tﬁe draft UBS WMA Remediation Plan to

determine whether it adequately addresses the matters raised in paragraphs
44 10 80. '

Provide a written report (Remediation Assessment) to ASIC and the

UBS. WMA with the Independent Expert's recommendations regarding the
draft UBS WMA Remediation Plan. '

Within six weeks of the Commencement Date, UBS WMA must amend: the drafl’

UBS WMA Remediation Plan as reasonably recommended by the Independent
Expert and resubmit the UBS WMA Remediation Plan, as amended (UBS WMA
Remediatien Plan) to the Independent Expert and ASIC.

UBS WMA must implement the UBS WMA Remediation Plan,

First Expert Report .

84.

Within 12 weeks of the Commencement Date, the Independent Expert must:

84.1

84.2

84.3

Conduct an assessment of the implementation of the 'UBS WMA

Remecdiation Plan, including;

(i)  en assessment of the progress of "the implementation of the
UBS WMA Remediation Plan;

(1)) an assessment of the effectiveness of those remeédiation items in the:

UBS WMA Remediation Plan that have been implemented;

(ii))  an assessment of compliance with procedures, processes and systems

unplemented in accordance with the UBS WMA Remediation Plan;

(iv)  whether newly employed and ongoing employees of UBS WMA are
a‘ppropriately trained in respect of any new processes, procedures

and policies;
Identify'deficiencies from the assessment referred (o in paragraph 84, 1.
Provide a written report 1o UBS WMA and ASIC (First Expert Report)

that sets out;

20



(i)  details of its findings in respect of the matters réferréd to in

. paragraph 84.1; .
(i)  details of:
A. the deficiencies identified in paragraph 84.2;

B. rccommend:al'ions on how to rectify the deficiencies; and
C. a rcasonable timc for g reclification program 1o be.
commenced and implemented.

First Response -’

85, Within 4 weeks of the Commencenient Date, UBS WMA must consider the Fisst
'Experl Report and provide 1o the Independent -Expert and ASIC a plari (First
Response) setting out the action UBS.WMA proposes: to take to complete the
implementation of the UBS WMA Remediation Plan and rectify the deficiencies
identified in-the' First Expent Rc.port (to the extent reasonable), specifying the

reasonable time in which this action will be taken..

86. I ASIC or the Independent Expert reciﬁircs any reasonable modifications to the First
Response, ASIC or the: Independent Expert must notifly UBS WMA in writing within
two weeks of receipt of the First: Response. - UBS WMA must make such
modifications to the First Response. i

37 UBS WMA must implement the F irst Response within a reasonable time specified.

Second Expert Report :

88. Within six months after the Commcnéchwn( Date, the Independent Expert must:

88.1 Conduct an assessment of- the implementation of the UBS WMA

Remediation Plan, having regdrd 1o the First Response, including:

(i) an assessment of the progress of the implementation of the
UBS WMA Remediation Plan; '

(i) an assessment of the'cftectiveness of those remediation items in the

UBS WMA Rcmcdiz{li{m Plan that have been implemented;

(ili) an assessment of compliance with procedures, processes and systems

rimpleAmenled in accofdiince with the UBS WMA Remcdiation Plan:
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(iv) an assessment of the implementation of the First Response; and

(v)  whether newly employed and ongoing employees of JBS WMA arc
appropriately trained in respect of any new processes, procedures

and policies;
88.2 identify deficiencies {rom the assessment referred to in paragraph 88.1;

88.3 Provide a written report to UBS WMA and ASIC (Second Expert Report)

-that sets out;

(i) details of its findings in respect of the matters referred to in

paragraph 88.1;
(i) details of:
A.  the deficiencies identified in paragraph 88.2;
B. | recormendations on how to rectify the deficiencies; and

C. a reasonable time for a rectification program to be

comunenced and implemented.

Second Reuponsa

39.

90.

Within seven months of the Commencement Date, UBS WMA. must consider the
Second Expert Report and provide to the Independent Expert and ASIC a plan
{Second Response) seiling-ou't the 'uction UBS WMA proposcs to take to complete
the' implementation of the UBS WMA Remediation Plan and the First Response as
well as to rectify the deficiencies identified in the Second Expert Report (1o the extent

reasonable), specifying the reasonable time in which this action will be taken,

I ASIC or the Independent Expert requires any reasonable modifications to the
Second Response, ASIC or'the Independent Expert must notify UBS WMA in writing
within two wecks of receipt of the Second Response. UBS WMA must make such

modifications to the Sccond Response.
UBS WMA musl implement the Second Response within a reasonable time specified.

If ASIC ur the Independent Expert do not provide notification in accordance with
paragraph 90, UBS WMA must provide to ASIC a written report detailing the

implementation of the UBS WMA Remediation Plan and the Second Response within
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14 days of the final step in the UBS WMA Remediation Plan and the Second

Responsc being completed. ASIC may at its discretion consult with the Independent

Expert in relation to the adequacy of the implementation by UBS WMA of the
UBS WMA Remediation Plan and the Sccond Response.

Third Capert Report

93. Within ten months afier the Commencement Date, the Independent Expert must:

93.1

93.2

93.3

Conduct an asscssment of the implementation of the UBS WMA

Remediation  Plan, haviﬁg rcgard to the First and Sccond Response,

including:

(i)

(i1)

an asscssment of the progress of the implementation of the
UBS WMA Remcediation Plan;

an assessment of the cffectiveness of those remediation items in the

UBS WMA Remediation Plan that have been implemented:

an asscssment of compliance with procedures, processes and systems

implemented in accordance with the UBS WMA Remediation Plan;
an assessment of the implementation of the Second Response;

whether newly employed and ongoing employces of UBS WMA arc
appropriately trained in respect of any new processes, procedurcs

and policies;

Identify deficiencics from the assessment referred to in paragraph 93.1;

Provide a written report to UBS WMA and ASIC (Third Expert Report)

that sets out:

(1)

(ii)

details of its findings in respect of the matters referred to in

paragraph 93.1;

details of:

A, the dcﬁcicﬁcics identified in para.gmph 93.2;

B. r:.:commenda!ions on how to rectify the dcﬁ(.:icncics; and

C.  areasonable time for a rectification program to be commenced -

and implemented.

23



Third Reépot:sm

94,

9s.

96.

97.

Within 11 menths of the Commencement Date, UBS WMA must consider the Third
Expert Report and provide to the Independent Expert and ASIC a plan ('i‘hird
Response) setting out the action UBS WMA proposes to take to complete the
implementation of the UBS WMA Remediation Plan and the First and Second
Responses as well as 1o rectify the deficiencies identified in the Third Expert Réport
(1o the extent reasonable), specifying the reasonable time in which this action will be

taken.

I ASIC or the Independent Expert requires any reasonable modifications to the Third
Response, ASIC or the Independent Expert must notify UBS WMA in writing within

two weeks of receipt of the Third Response. UBS WMA must make such
modifications to the Third Response.

UBS WMA must implement the Third Response within a reasonable time specified.

If ASIC or the Independent Expert do not provide notification in accordance with
paragraph 95, UBS'WMA must provide to ASIC ‘a written report detailing the
implementation of the UBS WMA Remediation Plan and the Third Response within

© 14 days of the final step in the UBS WMA Remediation Plan and the Third Response

being completed. ASIC may at its discretion consult with the Independent Expert in .
relation to the adequacy of the implementation by UBS WMA of the UBS WMA

Remediation Plan and the Third Response.

Friral Assgsament

98.

99.

In the event ASIC considers that a further ussessment should be conducted by the
Independent Expert, ASIC must notify UBS WMA and the Independent Exper

wilhin six weeks of receipt of the Third Response.

In the event notice is provided by ASIC pursuant to-paragraph 98, within 14 months

of the Commencement Date the Independent Expert must:

99.1 Conduct an -assessment of' the implementation of the UBS WMA
Remediation Plan, hdving regard to the First Response, Second Response

and Third Response, including;

(1) an assessment of the progress of the implementation of the
UBS WMA Remed:ation-Plan;
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(i

an assessment of the effectiveness of those remediation items in the

UBS WMA Remediation Plan that have been implemented;

(iif)  an assessment of compliance with procedures, processes and
systems implemented in accordance with the UBS WMA
Remediation Plan;

(iv)  an assessment of the implementation of the Third Response;

(v} consideration of whether newly employed and ongoing employces
of UBS WMA arc. appropriately trained in respect of any new
processes, procedures and policies;

99.2 Identify deficiencies from the assessment referred to in paragraph 99.1;

99.3 Provide a written report to UBS WMA and ASIC (Final Expert Report)
that sets out:

®

(i)

Final Response

detatls of its findings in respect of the matters referred to in

paragraph 99.1;

details of:

A.  the deﬁcicnt‘:ics identified in paragraph 99.2;

B.  recommendations on how to rectify the deficiencies; and

C.- a reasonable time for a rectification program to be

commenced and implemented.

100.  Within I35 months of the Commencement Date, UBS WMA must consider the Final

Expert Report and provide to the Independent Expert and ASIC a plan (Final

Response) setting out the action UBS WMA proposes to take to complete the

implementation of the UBS WMA Remediation Plan and the Third Response as well

as to reclify the deficiencies identificd in the Final Expert Report {to the extent

reasonable), specifying the reasonable time in which this action will be taken.

101. If ASIC or the Independent Expert requires any reasonable modifications to the Final

Response, ASIC or the Independent Expert must notify UBS WMA in writing within
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i02.

103,

two wecks of receipt of the Final Response. UBSWMA must make such

modifications to the Final Response.
UBS WMA must implement the Final Response within a reasonablc time specified.

UBS WMA must provide to ASIC a written report detailing the implementation of
the UBS WMA Remediation Plan and the Final Response within 14 days of the final
step in the UBS WMA Remediation Plan and the Final Response being cdmplelcd,

ASIC may al its discretion consult with the Independemt Expert in relation to the

Diser.

104.

105.

adequacy of the implementation by UBS WMA of the UBS WMA Remediation Plan

and the Final Responsc.
SIERYE AND LOMPENSATION

The purpose of this section of the enforceable undertaking is 10 require UBS WMA 1o
notify potentially affected clients of the failures referred to in paragraph 16.1 and,
where appropriate, to facililate those clients to make a claim for compensation if they

so wish arising out of any actual breaches.

Within 45 days of receipt of the First Expert Report UBS WMA must submit to ASIC
and the Independent Expert:

105.1  alist of all the clients whom UBS WMA has identified as having potentially
received personal financial product.advice in circumstances where a SOA
was potentially required but was not provided in accordance with the Acl.
The list must include those clients who did not receive an SOA in
accordance with s 946A and thercfore also failed to receive an SOA (a)
within the time specified by s 946C; and (b) containing the information
required by s 9478 (Client List):

105.2  a dralt leuer of disclosure and Claim Form {if appropriaic) to be approved

by ASIC 1o be sent to the clients referred to in paragraph 105.3;

105.3  alist of the.clients selected from the Client List to whom it is- proposed the

disclosure letter and Claim Form will'be sent (Recipient List),

1054 if UBS WMA-"does not propose. to send the disclosure letter to any of the
‘ clients on the Client List, an explanation as to the basis for this decision in

cach case; and
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106.

107.

108.

109.

L0,

112.

1055 a document selling out in ;Ie'tail the method used, including identification of

all sources reviewed, to compile the Client List and the Recipient List.

Within 14 days of receipt of the documents referred to in paragraph 105, the
Independent Expert must advise UBS WMA and ASIC of the suitability and

appropriateness of the methodology gsed by UBS. WMA as described in paragraph
- 105.5. The Independent Expert musi also advise what, if any, further steps ought

reasonably to be laken by UBS WMA in compiling the Client List and the. Rec:p:ent

List,and spu,nfy a reasonablé time. I‘or those steps to be: complcled

Il the: Independent Expent advises that further steps should be taken pursuant to
paragraph 106, then UBS WMA ?nizst take those steps (to the extent they are
reasonable), makc any Lonsequenual amendments to the Clicnt List (Final Client

List) and the Recipient List (Pmal Reclpient List) and provide those lists to ASIC
and-Independent Expent within the time specified.

If ASIC requires any reasonable modifications to the documents referred o in

paragraph 105.2 or to the Final Cliicnll List or the Final Recipient List, ASIC must
notify UBS WMA in writing within 14 days of receiving the final lists.

UBS WMA must make the masonaBIe’ modifications to the documents referred to in

paragraph 105.2 and to the final IIS[S reicrred to in paragraph 107 as required by
ASIC pursuant 1o paragraph 108.

Within scven days of receipt by UB"S:WMA from ASIC of détails of modifications
pursuant to paragraph 108, or con}ﬁ:rmation that no modifications are required,
UBS WMA must send the documcnt;s to each of the persons and entities in the Final
Recipient List. 11 an address cannot be obtained from URS WMA's records or the

letter is returned, UBS WMA must follow the procedure in Annexure B.

Within five days of UBS WMA re,céi?ing a completed Claim Form, it must send a

letter to those persons and entities to acknowledge receipt of the Claim Form.

§

UBS WMA must;

o

2.1 within 28 days of receipt 6f .2 Claim Form assess any claim for

} A B A
compensation made by a person or entity;

1122 Seek to resolve such claim \\?ithin 14 days of assessment;
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H3.

114,

112.3 if UBS WMA is unable to resolve the claim within 45 days of receipt of a

Claim Form it must:

{a) provide a substantive response to the client giving reasons why the

¢laim cannot be resolved; and

(b)  provide information to the client regarding the process for referring
the matier (o the external dispute resolution body of which it is a

metnber.

Within 45 days of 'sending letters and Claim Forms 10 persons or entitics in
accordance with paragraph 109 UBS WMA must provide a report (Compensation

Report) to ASIC containing the following information concerning the status of

claims made:

I13.1  the number of claims that have been received since the Commencement

Date of this enforceable undertaking;

113.2  the number of claims that have been resolved and have been paid in full or

in part;

113.3  the number of claims. that have been rejected wholly or partially and UBS

WMA's reasons for the rejection of each such claim: and

1134 the number of unresolved claims and the reasons each such ciaim remains

unresolved.

If. there are claims that are under -assessment as at the date of the Compensation
Report UBS WMA must provide a further compensation report setting out the matters
referred to in paragraph 113 within 30 days of the Compensation Report (Further
Compensation Report).

PHROVISTON OF DOCUMENES 10 ASIC

115.

The address for providing ASIC with any document, including but not limited to any

plan or report, which this enforecable undertaking requires.to be provided to ASIC is:

Senior Manager

Consumers and Retail Investors

Australian Securities and Investments Commission
GPO Box 9827

SYDNEY NSW 2001
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j 116.

The address for-providing UBS WMA with any document or response, including but
not limited to any. plan or report, which this enforceable undertaking requires to be
provided to UBS WMA is:

Managing Director, Legal & Comptliance
UBS Wealth Management Australia Lid
Level 16, Chifley Tower

2 Chifley Square

SYDNEY NSW 2000

PROVISION OF DOCUMENTS 1O THE BOARD OF LIS WALA

17,

Every report (including the UBS WMA Remediation Plan, the Remediation
Assessinent, any Expert Repon, any Response, the Compensation Report and the
Further Compensation Report) prepared pursuant to this enforceable undertaking
must be tabled at the next scheduled "'m'eeling, afler the date of the report, of the Board
of UBS WMA. If no such Board meeting is scheduled as at the date of the report a

meeting must be scheduled within one inonth of the date of the report.

I Nk

HR.

19,

UBS WMA must seek ASIC's written consent to vary the time by which any of the
requirements of this enforccable undertaking musl be compicted. UBS WMA must
provide ASIC with written reasons for the variation sought prior to the expiry of the
time required by this enforccable undertaking for completion of the requirement and
the time is not varied until ASIC has provided its written-consent. ASIC's consent

will not be unreasonably withheld.

If UBS WMA fails to perform any of the requirements of this cnforceable
undenaking in the time required by this enforceable undertaking or as varied under
paragraph 118, UBS WMA must immediately notify ASIC in writing of the failure o
perfonn the relevant requirement and.when compliance with the relevant requirement

of the enforceable undertaking will occur.
In the event of:

120.1 .2 matcrial breach of the enforcéable undenakings; or
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122.

1202 a determination by the Independemt Expert in respect of the Final Response
that UBS WMA has not completed a material aspect of the UBS WMA

Remediation Plan;

UBS WMA must provide to ASIC wrilten submissions setting out why ASi(; should
not take action to vary UBS WMA's AFSL. to revoke UBS WMA's authorisation to
operate the Financial Services. UBS WMA's submissions must be provided to ASIC

within 14 days of notification by ASIC 10 UBS WMA of a requirement to do so.

Paragraph 120 does not limit ASIC's powers to take additionl or alternative action.
PUNGOC DT PR N VBT Y P BT VNG

Notwithstanding anything else in this enforceable undertaking, ASIC may ¢xpressly
in writing waive any of the obligations contained in this enforceable, undertaking. or
(with the consent ol UBS WMA} amend the date by which any such abligation is to

be satisfied.

ASIC and UBS WMA acknowledge that this enforceable undertaking ends on the

completion-of all of the requireménts under this enforceable undertaking.

Executed by UBS Wealth Management
Australia Lid ACN 005 311 937 in,

accardance with scct:un 127 ol
C cupm rmum Ac /”OOI (Clh)

bll:.l'ldluf(. oédniunr Signature of director

........................

/‘(JHC’L (.///.)/)(,)/ ﬁ/) MG AL &c_zafc

Iull Naime ' ' Fall Name
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Accepted by the Australian Securlties and Investments Commission under section

93AA of the Australian Securities and Investments Commission Act 2001 (C th) by its
duly authorised de!egate

7{///

..............................................................................

Anthony Mlchacl D'Aloisio

Chairman and Delegate of Australian Securitics and lnvestments Commission
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Anvevure A The form of the Expert Reports

Nole:

This is an extract from the Federal Court of Australia Practice Direction ‘Guidelines for
Expert Witesses in proceedings in the Federal Court of Australia’.

See also rule 35.10 Civil Procedure Rules (UK) and Practice Dircetion 35-Experts ond Asscssors
(UK}Y HG v the Queen {1999} 197 CLR 414 per Glecson CJ at [39]-{41]; Occan Murine Mutal
Insurance Association (Europe) OV v Jetopay Pry Lid [2000] FCA 1463 (FC) at [17)-(23),

An cxpert’s written report must give details' of the expert's
qualifications, and of the literaturé of other material uscd in making

the report.

All assumptions of fact made by the expert should be clearly and

fully stated.

“The report should identify wha carried out.any tests or-experiments
upon which the expert relicd in compiling the report, and state the
qualifications of the person who carried out any such test or

¢xperiment..

Where scveral opinions are provided in the report, the cxpert

should summarise them.
The expert should give reasons for cach opinion.

Al the end of the report the expert should deélare that *[the expert]
has made all the inquiries which [the expent] belicves arc desirable
and appropriatc and that no matters of signilicance: which [the
cxpent] regards as relevant have, to.[the expert’s]) knowledge, been
withheld from the Court.”

. There should be included in or atached to the report (i) a statement
of the questions or issucs that the expert was asked to address; (i)
* the factual premises upon which the report proceeds;.and (iii) the
documents and other materials which the expert has been instructed

to consider.

If, after exchange of reports or at any other stage, an cxpert witness
changes a material opinion, having rcad another expert’s report or

for any other reason, the change should be communicated in a.
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Col

timely manner (lh'rough legal representatives) to cach pany 1o
whom the expent witness’s report has becn provided and, when

appropnalc lo the Coun

If an expert's opiqion is not fully researched because the expert
considers that insufficient data arc available, or for any other
reason; this must be stated with an indication that the opinion is .no
more than a prolfissional one. Where an expert witness who has
prepared a reporl belicves that it may be incomplete or inaccurate

without some quallﬁcmlon that: quahf’ cation must be stated in the
report.

The expert should make it clear when a particular question or issue

falls outside the relevant field of expertise.

Where an-expen’s report refers to photographs, plans, calculations,
analyses, measurements, survey reports or other extrinsic matter,

these must be provided to the opposite party at the same time as the

exchange of repor!sE; '
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Annevaes B Peocedure for contaciing persons

]

In accordance with paragraph 109 of this undertaking, UBS WMA
must send the letter at Annexure B by ordinary pre-paid post 10, the
most recent address the Company has recorded for each relevant

person,

If the letter is retuned, UBS WMA must allempt_to ascertain a
current.address for those persons by using the ‘Change of Address'
dawbase provided by Australia Post. if Australia Post's ‘Change
of Address’ database reveals a”different address for any such
persans, UBS WMA will send the letter by ordinary pre-paid post
to that different address.

If-Australia Post notifies UBS WMA that a person has changed
address but has not given their consent 10 Australia Post to release
their new details, UBS WMA will usc the ‘Re-Connect' service

provided by Australia Post to seek to obtain that new address.

Note: Australia Post’s ‘Re-Connect’ service is a service whereby
Australia Post writes 1o relevant persons advising them that the
Company is trying to contact them, and asking. for their consent to

the release of their new address.

(a)- Before using Australia Post’s ‘Re-Connect’ scrvice,
UBS WMA will consult with ASIC and Ausiralia Post on the
content of any correspondence to be sent 1o persons using the

"Re-Connect’ service.

{b) When using the ‘Re-Connect’ service, UBS WMA must ask
Australia Post to notify the person that the proposed
communicaiion relates to ‘possible compensation payable to
you arising from an enforceable undertaking made to the

Australian:Securities and Investments Commission”.

{c) Ifthe person:
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(1) consents to the release of their new address to
UBS WMA, UBS WMA will send the letter by ordinary

pre-paid post 1o that different address: or

(ii) does not consent to the release of their new address to
UBS WMA, UBS WMA must follow the procedure in
paragraph 4.

4 (a) UBS WMA will carry out an Internet search of the Telstra
White Pages On-Line al www.whitepages.com.au if:

(i)  Australia'Post’s ‘Change of Address’ database and *Re-
Conncct’ service reveal no different addresses for those

persons whose letter is returned; or

(i)  a letter has been sent to.an address revealed by the
‘Change of Address' or ‘Re-connect’ service and has

again been returned.

(b)y I

(i) an entry which includes an address is found and that
entry appears on reasonable grounds to correspond with
the person sought, UBS WMA must send the letter by
“ordinary pre-paid post o that address; or

(i) no entry which includes an address is found which
appears on reasonable grounds to correspond with the
person sought, UBS WMA is not required to send the

letter tothat person, subject to paragraph 4(c).

(c} UBS WMA mus! send the letier by ordinary pre-paid post to
the person if at any time within 18 months from the date of

ASIC’s acceptance of the undertaking:

(1) aperson for whom no address has been found contacts
UBS WMA: or

(i) UBS WMA otherwise becomes aware of an address
which it has rcasonable grounds to suspect is the current

address of the person.



