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Executive Summary

This paper makes one claim, applied to large-scale fintech specifically. When whistleblowers raise concerns about how a rapidly
growing business is actually operating, and those concerns are dismissed rather than investigated, the resulting failure is not a
surprise. It is a governance decision, made repeatedly, to prioritise growth over truth. Wirecard, once Germany's most celebrated
fintech success story and a constituent of the prestigious DAX stock index at a peak valuation of nearly €25 billion, collapsed within
days in June 2020 after its auditor could not confirm the existence of €1.9 billion the company claimed to hold in trustee accounts.
Whistleblowers had raised concerns about fraudulent practices as early as 2018, two full years before the collapse. This paper
argues that at large fintech scale, the discipline of change management extends specifically to how an organisation treats internal
dissent: whether a warning about how the business has changed, or is being misrepresented, is investigated seriously or defended
against.

The Premise: The Gap Is The Danger, Not The Growth Itself

Wirecard's rise was genuinely remarkable. Founded in 1999, listed on the Frankfurt Stock Exchange in 2017, and admitted to the
DAX index in 2018, the company's share price rose from around €50 to almost €200 at its peak, reaching a market capitalisation
exceeding €24 billion. That scale of growth is not, in itself, evidence of wrongdoing. What made Wirecard different from a genuine
success story was that as the company expanded internationally, including overseas operations that investigation later found had
never properly obtained the licenses they claimed to hold, the governance meant to verify that growth was real did not keep pace.
Business addresses were fabricated. Cash balances were fabricated. Revenue and profit figures tied to third-party processors that,
investigators later concluded, likely never existed in the form claimed, were reported as real for years.

This is the mechanism this paper is built on, at large fintech scale specifically. A company changing this fast, expanding into new
jurisdictions, new partnerships, new revenue lines, generates a continuous stream of claims about its own performance that
someone has to independently verify. Wirecard's whistleblowers did exactly what change governance depends on: they raised
concerns, internally and to the company's own auditor, years before the collapse. What failed was not the absence of a warning. It
was the response to it.

What Two Years Of Ignored Warnings Actually Cost

The financial destruction was near-total and extraordinarily fast once it began. Wirecard's share price fell more than 90 percent
within days of the missing €1.9 billion becoming public, from over €100 to under €2. The company filed for insolvency on 25 June
2020, owing creditors an estimated €3.5 billion. Former CEO Markus Braun was arrested on charges of market manipulation and
false accounting. Chief Operating Officer Jan Marsalek was dismissed and went into hiding, remaining a fugitive years later.
Academic analysis of the collapse is explicit about where responsibility ultimately sits: every layer of governance, the supervisory
board, the external auditors, and the national financial regulator BaFin, failed to challenge management's account of the company's
performance effectively, despite years of mounting red flags and repeated warnings.

The regulatory response was itself instructive. BaFin's own initial reaction to whistleblower concerns was, according to governance
analysis, to adopt management's framing that the company was the victim of speculators trying to depress its share price, rather
than investigating the underlying allegations directly. That institutional instinct to protect the company's narrative rather than test it
against evidence is the same governance failure pattern this paper series has documented at Carillion, at the Post Office, and at
Woodford's fund: a warning arrives, and the organisational response is to defend the existing position rather than genuinely
investigate whether it still holds.

The Evidence: The Auditor Relationship Is A Named, Recurring Weak Point

A Decade-Long Failure To Challenge Management

Wirecard's auditor, Ernst & Young, is documented across multiple independent analyses as having failed to effectively challenge
management despite mounting evidence over roughly a decade of engagement, only refusing to sign off on the company's
accounts in June 2020, once the missing cash could no longer be explained away. Comparative research places Wirecard
alongside Carillion and FTX as recurring examples of the same underlying pattern: fee-driven auditor dependence, weak
whistleblower protection, and jurisdictional or supervisory gaps that together allow a false account of a company's performance to
persist for years after credible warnings first surface.



Rapid International Expansion Outpaces Licensing And Compliance Governance

A specific, structural lesson for large fintech scale sits in how Wirecard's overseas expansion was governed. Licenses for
international operations were claimed but, investigation found, not properly obtained in a number of jurisdictions. This is a change
management failure in its most literal form: expansion into a new market is a change event requiring its own governance and
verification, and Wirecard's growth in new jurisdictions was not matched by genuine verification that the underlying legal and
regulatory foundation for that growth actually existed.

Large Fintech In Three Horizons: The Gap Closes Or It Does Not?

Two Years: 2026 To 2028
What happens everywhere: large fintechs continue rapid international expansion and product diversification, increasing the volume
of claims about performance, licensing, and revenue that require independent verification.

* Thrive path. Boards build genuinely independent whistleblower escalation channels with authority to trigger external
investigation, treating any credible internal warning as a mandatory governance event rather than a reputational threat to be
managed.

* Die path. Firms continue treating whistleblower concerns as a communications problem to be contained, and a Wirecard-
shaped gap between reported and actual performance persists undetected for years at another large fintech.

Five Years: 2028 To 2031
What happens everywhere: auditor rotation and independence requirements, strengthened directly in response to Wirecard,
become standard practice across major markets.
* Thrive path. Firms treat auditor independence as a genuine governance asset, actively welcoming rigorous challenge rather
than selecting and retaining auditors partly on the basis of relationship comfort.

» Die path. Auditor rotation becomes a compliance formality rather than a genuine independence mechanism, and the same fee-
driven dynamics that let Wirecard's fraud persist for a decade continue operating under a different regulatory label.

Ten Years: 2031 To 2036
What happens everywhere: large fintechs operating across dozens of jurisdictions face increasingly sophisticated, Al-assisted
regulatory scrutiny of cross-border licensing and compliance claims.
* Thrive path. Firms that built genuine, independently verified compliance governance into every international expansion
decision are positioned as the trusted standard for global fintech operations, the exact opposite of Wirecard's legacy.

» Die path. Firms that treat licensing and compliance verification as a formality discover, as Wirecard did, that the gap between
claimed and actual regulatory standing eventually becomes impossible to conceal, at a moment of the market's choosing
rather than their own.

What | Am Recommending To Large Fintech Boards

» Build a whistleblower escalation channel with genuine independence from management, and a documented obligation to
trigger external investigation once credible concerns reach a defined threshold, rather than routing all concerns through the
same management structure being questioned.

* Treat every new jurisdiction entered as a discrete change requiring independently verified licensing and compliance
confirmation, not an assumed extension of existing operational capability.

» Actively select and retain auditors on the basis of demonstrated willingness to challenge management, using Wirecard's
decade of unchallenged red flags as the explicit negative benchmark.

Conclusion

Wirecard did not collapse because fraud is undetectable. It collapsed because credible warnings were raised for two years and
were not genuinely investigated, by the company's own supervisory board, by its long-standing auditor, or by Germany's financial
regulator. Nearly €25 billion in market value and €3.5 billion owed to creditors were both, ultimately, the price of that specific
governance failure: treating a warning about how the business had actually changed as a threat to be managed rather than a signal
to be tested. For large fintechs operating at genuinely global scale, the lesson is precise. Growth generates claims. Claims require
independent verification. And the moment an organisation starts protecting its own narrative rather than testing it, the size of the
eventual reckoning is determined only by how long that protection is allowed to continue.

Sources: ResearchGate (Corporate Governance and Financial Fraud of Wirecard; Financial Fraud, Audit Failure and Regulatory Oversight Breakdown),
Contextual Solutions, CNBC, Applied Corporate Governance, Pythagoras Solutions, CNN Business, Harvard Business School case study catalogue,
Fortune. All figures current as of mid-2026, verified at time of writing. This is a first draft prepared for internal discussion.



