
Securities Investigations: Internal Civil And
Criminal Cases
In today's complex financial landscape, securities investigations play a crucial
role in ensuring the integrity of the financial markets. These investigations help
uncover fraudulent activities, protect investors, and maintain market confidence.
Securities investigations involve both internal and external entities, with civil and
criminal implications. In this article, we will delve into the details of securities
investigations, their purposes, processes, and the significant role they play in the
financial world.

Understanding Securities Investigations

Securities investigations involve examining potential violations of securities laws
and regulations. These laws aim to protect investors and maintain fair and orderly
markets. Internal investigations are initiated by a company or organization to
detect any potential wrongdoing within its operations. On the other hand, external
investigations are conducted by regulatory agencies such as the Securities and
Exchange Commission (SEC) or the Financial Industry Regulatory Authority
(FINRA) to enforce compliance with securities regulations.

Purposes of Securities Investigations

The primary purpose of securities investigations is to uncover fraudulent activities
and ensure market transparency. By conducting thorough investigations,
regulators and organizations can protect investors from financial fraud, insider
trading, market manipulation, and other illegal activities. Additionally, these
investigations help maintain market confidence and integrity, as they contribute to
deterring potential wrongdoers from engaging in illegal activities.
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The Process of Securities Investigations

The process of securities investigations involves several steps, which may vary
depending on the specific case and regulatory jurisdiction. Generally, the process
can be broken down into the following stages:

1. Detection and Reporting

Securities violations are often detected through various channels, such as tips,
whistleblowers, market surveillance systems, or suspicious trading patterns.
Upon detection, the violations are reported to the appropriate regulatory authority
or an internal unit responsible for conducting investigations.

2. Preliminary Assessment

After receiving a report, the investigating entity conducts a preliminary
assessment to determine the legitimacy of the allegations. This involves
gathering initial evidence and evaluating the potential violations.

3. Formal Investigation
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If the preliminary assessment indicates a reasonable basis for further inquiry, a
formal investigation is initiated. This involves collecting and analyzing substantial
evidence, including financial records, emails, witness interviews, and any other
relevant information.

4. Enforcement Actions

Based on the findings of the investigation, enforcement actions can be taken.
These actions range from imposing fines, disgorgements, or suspensions to filing
civil or criminal charges against individuals or entities involved in the violations.
The severity of the actions depends on the nature and extent of the wrongdoing.

Internal Civil and Criminal Cases

Securities investigations can lead to both civil and criminal cases, depending on
the nature and severity of the violations. Internal civil cases are initiated by
companies themselves to address potential misconduct within their organization.
These cases involve disciplinary actions, employee termination, or implementing
stricter compliance measures. Internal investigations serve as a proactive
approach by companies to maintain their integrity and address any internal
issues.

On the other hand, criminal cases involve serious violations of securities laws that
result in prosecutions by government agencies. These cases seek to hold
accountable those who engage in fraudulent activities, insider trading, or market
manipulation. Criminal convictions can lead to substantial fines, imprisonment, or
both, depending on the severity of the offenses.

The Role of Technology

In recent years, advancements in technology have revolutionized securities
investigations. The use of sophisticated data analytics, artificial intelligence, and



machine learning algorithms enables investigators to identify patterns, detect
anomalies, and detect potential violations with greater efficiency and accuracy.
Technology has also enhanced the speed at which investigations can be
conducted, leading to faster enforcement actions and reduced risks to market
participants.

In

Securities investigations are essential for maintaining the integrity and fairness of
financial markets. Through internal and external investigations, potential
violations of securities laws can be uncovered, and appropriate actions can be
taken to protect investors and maintain market confidence. By understanding the
purposes, processes, and implications of these investigations, market participants
can navigate the financial landscape with greater trust and security.
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As the laws change, so do our publications.  Register to receive updates to this
publication at PLI.edu/myupdates.
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Securities Investigations provides the legal knowledge and practical strategies
necessary to deal effectively with government investigations and internal
investigations. The treatise guides attorneys in: conducting internal investigations;
cooperating with the SEC and DOJ during investigations in ways that protect
clients’ interests; implementing effective compliance measures; designing
compliance programs that avoid common compliance deficiencies and help stave
off lengthy SEC examinations; supporting clients during their investigation
testimony; and handling a grand jury investigation.

Securities Investigations provides actionable coverage, beginning with an
overview of enforcement efforts and response strategies, followed by discussions
of:

Relevant substantive legal provisions, including the Securities Act of 1933,
the Securities Exchange Act of 1934, and the Sarbanes-Oxley Act of 2002

An examination of internal investigations, including SEC, DOJ, and FINRA
Guidance, and issues under the attorney-client privilege and the work-
product doctrine

A detailed review of the types of securities investigations, including SEC and
FINRA investigations, and issues under cross-border regulation and the
Foreign Corrupt Practices Act

An in-depth examination of the various issues applicable to all types of
securities investigations, including whistleblower protection under the Dodd-
Frank Act and privacy considerations
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