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“The root cause of sales practice was the distortion of the Community Bank’s
sales culture and performance management system, which, when combined with
aggressive sales management, created pressure on employees to sell unwanted
or unneeded products to customers and, in some cases, to open unauthorized
accounts. Wells Fargo's decentralized corporate structure gave too much
autonomy to the Community Bank's senior leadership, who were unwilling to
change the sales model or even recognize it as the root cause of the problem.
Community Bank leadership resisted and impeded outside scrutiny or oversight
and, when forced to report, minimized the scale and nature of the problem. ”

23 (1108) [EUTZ TE X0,
“Independent Directors of the Board of Well Fargo & Company
Sales Practice Investigation Report, April 10, 2017”

https:.//www08.wellsfargomedia.com/assets/pdf/about/investor-
relations/presentations/2017/board-report.pdf
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and Supervision, Dec 2017"

® “Supervisors have traditionally addressed misconduct risk by overseeing the
effectiveness of firm'’s risk management and internal control functions, such as
compliance and audit”

® “Root cause analyses of many recent cases of misconduct in the financial sector,
however, suggest that misconduct is not just the product of a few individuals or
bad processes, but is the result of wider organizational breakdowns. Often, large
numbers of employees and managers were either complicit in improper conduct,

encourage it, or turned a blind eye to troubling behavior. This suggests a different
Issue.
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FIGURE 1. Elements of a unique bank culture
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(3) Staff Development and Promotion
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(4) An Effective Three Lines of Defense
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(HFT) Financial Services Culture
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HONESTY | || COMPETENCE |/

RESPECT

RELIABILITY

SHARED \

HONESTY

PURPOSE

OPENNESS

RESPONSIVE
NESS

ACCOUNTABILITY

PERSONAL/
ORGANISATIONAL
RESILIENCE

Q1. | believe senior leaders in my
organization mean what they say.

Q2. In my organization | see
instances where unethical behavior is
rewarded.

Q3. My colleagues act in an honest
and ethical way.

Q4. It is difficult to make career
progression in my organization
without flexing my ethical standards.

SHARED PURPOSE

Q35. My organization’s purpose and
values are meaningful to me.

Q36. There is no conflict between my
organization’s stated values and how
we do business.
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