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Wells Fargo: Lessons in 
compliance and ethics

Fox

by Thomas R. Fox

The fraudulent scheme was certainly 
stunning. As reported by CNN Money, 
“Wells Fargo employees opened over 

1.5 million deposit accounts that may not 
have been authorized. The way it worked was 
that employees moved funds from customers’ 

existing accounts into newly-created 
ones without their knowledge or 
consent, regulators say. The CFPB 
[Consumer Finance Protection 
Board], described this practice as 
‘widespread.’ Customers were being 
charged for insufficient funds or 
overdraft fees because there wasn’t 

enough money in their original accounts. 
Additionally, Wells Fargo employees also 
submitted applications for 565,443 credit card 
accounts without their customers’ knowledge 
or consent. Roughly 14,000 of those accounts 
incurred over $400,000 in fees, including 
annual fees, interest charges and overdraft-
protection fees.”

The response of Wells Fargo CEO John 
Stumpf was classic; he blamed it on a few 
“bad apples,” (well specifically 5,300 bad 
apples as that was the number of Wells Fargo 
employees terminated as a result of their 
illegal actions). Later, in testimony before the 
Senate Banking Committee, Stumpf testified 
he either (1) never said it was the fault of 
employees, or (2) his prior remarks on the 
subject were “misinterpreted.” Unfortunately, 
Stumpf also admitted the conduct was so 
pervasive that even he was aware of it for 
3 years prior to the CFPC resolution, having 
been made aware of the problem in 2013. 

Indeed, even the Board was told about the 
issue in 2014.

The collective conduct of all internal 
parties raises a whole host of internal 
issues, which every compliance practitioner 
should consider:

 · What type of incentive structure led to 
this fraud?

 · Does your company have any such risks 
in its sales incentives?

 · What type of culture allowed this process 
to be so widespread?

 · Did any employees come forward? If yes, 
what happened to their internal reports? 
If not, why not?

 · Does your company terminate 
whistleblowers who raise questions of 
illegal and unethical conduct?

 · Where was the Board?
 · Where was Internal Audit?
 · Where was the company’s 

Compliance function?

Roy Snell often says the reason for the 
explosion of growth in the Compliance 
profession is that there was no one in the 
room to say, “Stop.” While it is not clear 
if a chief compliance officer who told the 
company CEO that the bank must stop 
engaging in illegal conduct would have kept 
his or her head, there was no one who even 
thought to stand up and say, “We need to 
stop, as in now.” ✵
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