Case Study #4: Investor Trust and Internal Fraud in a Financial Services Firm
Background

You are the new CFO of a medium-sized investment management firm entrusted with
overseeing public and private mutual funds. The firm has built its reputation on investor
security, transparency, and reliable returns. One day, during a routine internal
reconciliation, your finance team flags multiple large fund transfers routed through
“administrative accounts” not normally associated with client transactions.

Further investigation reveals that the CEO and a small circle of insiders have redirected
tens of millions of dollars from investor accounts to fund personal ventures. These
transactions were hidden through creative accounting entries and supported by falsified
statements sent to clients.

Although external audits did not raise significant issues in the past, you now suspect that
internal controls were deliberately bypassed. As CFO, you are faced with the ethical
burden of deciding how to act when the wrongdoing involves your organization’s top leader
and affects thousands of everyday investors.

The Situation Escalates

Your internal findings lead you to quietly notify the board chair. However, you face
pushback: the CEO is influential and insists the transactions are “temporary” reallocations
for internal projects.

Meanwhile, your staff remain fearful of retaliation. A whistleblower leaks documents to
journalists. Within weeks, regulators begin probing, and investors demand redemptions.
The CEO goes silent.

You are asked to speak with investigators and must decide whether to provide full internal
documentation. The firm is at risk of collapse. Your professional reputation and fiduciary
duty to clients now stand at the center of the unfolding crisis.

Group Discussion Questions

1. Whatinternal control failures allowed this fraud to continue undetected?

2. Whatrole should the CFO play in protecting investor interests? Should a CFO
become a whistleblower?

How do you rebuild trust with clients and regulators after massive internal fraud?
4. What structural safeguards can prevent executives from having unchecked access
to funds?

When should a CFO escalate directly to the board, regulator, or law enforcement?
6. Have you encountered a similar situation to this?
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