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DISCIPLINARY ORDER
Be it remembered that Scottrade, Inc. (“Respondent”) appeared before the
Securities Commissioner of the State of Texas ("Securities Commissioner") and
consented to the entry of this order (“Order”) and the Findings of Fact and Conclusions
of Law contained herein.
FINDINGS OF FACT
1.

Respondent has waived (a) Respondent’s rights to notice and hearing in this
matter; (b) Respondent’s rights to appear and present evidence in this matter; (c)
Respondent’s rights to appeal this Order; and (d) all other procedural rights
granted to the Respondent by The Securities Act, Tex. Rev. Civ. Stat. Ann. arts.
581-1 to 581-43 (West 2010 & Supp. 2015)("Texas Securities Act"), and the
Administrative Procedure Act, Tex. Gov’t Code Ann. §§ 2001.001 to 2001.902
(West 2010 & Supp. 2015)("Administrative Procedure Act").

2.

On May 23, 1989, Respondent registered with the Securities Commissioner as a
dealer. This registration is currently effective.

3.

In April 2014, the staff of the Texas State Securities Board (the “Staff”) initiated
an investigation into Respondent’s written supervisory procedures regarding
third-party wire transfers for clients of independent investment advisers utilizing
the Firm’s institutional platform from January 2011 through July 2015 (the
“Investigation Period”).

4.

In June 2015 Respondent submitted to the Financial Industry Regulatory
Authority (“FINRA”) a Letter of Acceptance, Waiver and Consent (“AWC”), No.
2013035000501, in connection with Respondent’s supervision of third-party wire
transfers and agreed to pay a fine to FINRA.

5.

Respondent provides brokerage and custody services to self-directed retail
customers and to customers receiving investment advisory services from
independent investment advisers through the Scottrade Advisory Services
platform.

6.

The retail customers and the customers utilizing independent investment
advisers use the Respondent’s platform to wire transfer funds from customer
accounts.

7.

Respondent’s retail customers and customers utilizing independent investment
advisers request wire transfers by submitting a Letter of Authorization (“LOA”) to
Respondent. The LOA lists the customer’s account information, the recipient’s
financial institution information, and the amount of the wire transfer.

8.

Respondent’s retail customers and customers utilizing independent investment
advisers must sign the LOA.

Third-Party Wire Transfers
9.

From at least July 2012 to the present, Respondent’s written supervisory
procedures relating to the processing of third-party wire transfer requests have
required Respondent to review the LOA for completeness and accuracy, ensure
that customer funds are available for payout, verify the customer’s signature, and
confirm that Respondent’s Fraud and Loss department reviewed the applicable
requests.

10. At all relevant times, broker-dealers such as Respondent were subject to
securities regulations requiring firms to establish procedures designed to review
and monitor the transmittal of customer funds by wire to third-party accounts.
11. Further, from January 2011 to October 2013, Respondent did not provide
customers with a contemporaneous notification that customer funds had been
transferred via wire from the customer’s account to a third-party.
12. During the Investigation Period, Respondent received one reported instance of
fraud related to the processing of third-party wire transfers from a Texas
resident’s account. Respondent and the Texas customer resolved the matter
after Scottrade detected the fraud.
13. In October 2013, Respondent implemented an automated procedure whereby
customers are provided with a contemporaneous notification when customer
funds are transferred via wire from the customer’s account to a third-party.
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