
The 2012 London Whale scandal was notorious for the co-
lossal financial loss incurred through the unchecked actions 
of a single trader. Far less well-known is the connection 
between that debacle and basic errors made in the use of 
spreadsheets. 

As the bank’s post-mortem report showed, the Value at 
Risk model that underpinned the trades “operated through a  

series of Excel spreadsheets, which had to be completed manually, by a process 
of copying and pasting data from one spreadsheet to another” — causing a disas-
trous miscalculation of volatility and, in turn, a loss of over $6 billion.1 

Quality:  The Bedrock of a Modern  
 Fund Administrator

Four out of five CFOs see  
replacing spreadsheets as  
a top strategic priority

Source: EY 2017 Global Private Equity Survey

1  Report of JPMorgan Chase & Co. Management Task Force Regarding 2012 CIO Losses (January 16, 2013), p. 124

http://files.shareholder.com/downloads/ONE/5416336581x0x628656/4cb574a0-0bf5-4728-9582-625e4519b5ab/Task_Force_Report.pdf


While Excel is a robust and powerful tool, and nearly ubiquitous in business, 
the actual process of creating spreadsheets can be an extremely fragile one. 
Not only can formulas be entered wrong, copy-pastes badly executed, and 
rows or columns accidentally hidden, crucially, there is no audit trail. A single 
error at any point can wreak havoc downstream — and it is next to impossible 
to reverse-engineer a wrong number. 

This cautionary tale is not an indictment of Excel per se, but a 
reminder of how critical a factor quality is at every step, and how 
easily lapses in quality can happen. When manual entry, software 
glitches or multiple spreadsheets lead to erroneous waterfall  
distributions, compliance breakdowns or missed deadlines, a 
fund’s reputation can suffer. In a competitive industry contending 
with growing fee sensitivity and regulatory scrutiny, there’s little 
room for these kinds of “unforced errors.”

Quality protects — and propels — your business 

Quality is about much more than accuracy, or nipping errors in the bud. It’s also 
about strengthening the efficiency, compliance and security of your operations 
and your processes. It’s about enabling operational power.

When you work with a fund administrator that places quality at the front and 
center of every process — through rigorous, cloud-based data-warehousing 
and analytics capabilities, backed by industry-leading domain expertise — you 
can rest assured that your back- and middle-office operations are solid. This 
frees you to focus on doing what you do best: raising and retaining capital, and 
making smart investments.

Last but not least, a demonstrated commitment to quality aligns your interests 
with those of your limited partners, creating both credibility and trust — two of 
the most important intangibles in this alternative asset class. 

Quality is a strategic mindset

Fundamentally, quality is a strategic mindset — one that focuses on continuous 
improvement, rather than spot-checking and fixing on the fly. 

For a fund administrator, this means keeping a vigilant eye out for breakdowns 
or inefficiencies — and, when an issue or problem surfaces, digging deep to 
understand and then eradicate it. Following these principles can pay dividends 
across your operations, as many systemic issues are in fact quality issues that 
have travelled upstream. 

The more humans touch 
a process, the greater the 
percentage of errors



Sophisticated fund administrators know that the more humans touch a process, 
the more point tools are used, the greater the likelihood of errors. That’s why 
they gather data electronically wherever possible; use automation, technology 
and machine learning to identify errors; and build an audit trail into every touch-
point as an extra bulwark against compliance or other breakdowns. 

Quality in action: The onboarding/AML process

Consider the basic first stage of onboarding a new limited partner, which  
typically involves manual data entry and Anti-Money Laundering/Know Your 
Investor (AML/KYI) protocols — a complex process that can involve as many 
as 17 steps.

In the modern NES Financial model, virtually all the steps in the process are 
tracked for irregularities using an integrated technology-enabled workflow — a 
solution that ensures both quality control and auditability from start to finish. 
A further advantage is that many of these steps are automated, speeding up 
processing time, as well as reducing the reliance on high-cost AML officers.

By comparison, as the table below shows, the traditional approach to the AML/
KYI process relies almost entirely on spreadsheets and manual intervention 
to enter data and track activity. This creates not only inefficiencies, but also 
quality control issues — with a relatively higher risk of compliance breakdowns.

Can quality be measured? 

Onboarding is just the beginning: there are numerous other workflows involved 
with the administration of a fund — most requiring data entry and fund flows 
— which should be conducted on a regular basis. If quality is not baked in to 
every layer, inefficiencies and risks large and small can begin to permeate the 
organization. 

THE AML/KYI PROCESS: COMPARISON TABLE
17-STEP PROCESS TRADITIONAL APPROACH

Fully integrated, tech-
enabled workflow 

Spreadsheets and
point solutions Tools used

How much activity tracked?

How much activity 
automated?

< 6%

< 6%

94%

47%
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NES Financial has developed more than a dozen reports and dashboards like 
the one below. Collectively, they function like an X-ray into key fund adminis-
tration processes, measuring the real-time accuracy of your data, and auto-
matically red-flagging outliers and hot spots for manual intervention or further 
root-cause analysis. 

The result? Efficiencies in both time and labor. Quality you can measure. 

Quality, trust and reputation go hand in hand 

Quality begets quality — quality systems, quality services, quality market image. 
Just as a poorly managed fund administration solution can leach away good will, 
one where quality is front and center can create a texture of consistent excel-
lence that permeates your performance, your reputation and your bottom line. 

That’s why, from its inception, NES Financial’s business model has been predi-
cated on ensuring the highest standard of quality for our clients. We help them 
succeed by “owning” quality — both internally and in the market — so they can 
focus on growing their business, and delighting their investors at every stage.

About NES Financial

NES Financial provides the private equity industry with data-driven fund  
administration services that deliver operating efficiencies, actionable intelligence 
and greater risk mitigation, at scale. Our unwavering commitment to cyber  
security, redundancy, transparency and compliance reporting is evidenced 
by 12 consecutive years of successful independent audits of our technology,  
processes and financial controls. For more information, please visit  
nesfinancial.com/fund-administration  
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