
Global Corporate Fraud & Governance Failures

Section 1: The Enron Corporation (The Accounting Archetype)

Entity Profile: Enron Corp.

• Core Executives: Kenneth Lay (Founder/CEO), Jeffrey Skilling 

(President/COO), Andrew Fastow (CFO). 

• Primary Audit Mechanism: Arthur Andersen LLP (Lead Partner: David 

Duncan). 

• The Whistleblower Anchor: Sherron Watkins (Vice President of 

Corporate Development). 

Operational Mechanics & Financial Engineering

Enron shifted its core operations from a traditional natural gas pipeline 

operator to a complex financial trader of energy commodities following federal 

deregulation. To maintain a soaring stock price ($90.75 at peak), the executive 

team implemented two foundational deceptive mechanisms:

Mark-to-Market (MTM) Accounting: Advocated heavily by Jeffrey Skilling, 

MTM allowed Enron to estimate the future net present value of long-term 

contracts and log those estimated projections as current actual revenue on the 

day the contract was signed. If the real-world earnings later fell short, Enron 

did not write off the loss publicly; instead, they transferred the 

underperforming assets to hidden structures.



Special Purpose Entities (SPEs) Matrix: Engineered by CFO Andrew Fastow, 

Enron created an interconnected web of off-balance-sheet shell companies 

(including LJM, Chewco, and Raptor). Fastow maintained hidden financial 

stakes in these entities. Enron transferred its toxic, depreciating assets and 

mounting operational debts directly to these SPEs. Because the SPEs were 

accounted for as independent entities, their massive losses were excluded from 

Enron's consolidated financial statements.

The Collapse Sequence

In October 2001, internal memos from Sherron Watkins warned Kenneth Lay 

that the company was "inbred in an accounting scandal." Simultaneously, the 

SEC launched a formal inquiry. Arthur Andersen partner David Duncan 

ordered the systematic shredding of thousands of pounds of Enron audit 

documents. Enron filed for Chapter 11 bankruptcy in December 2001, wiping 

out billions in investor capital and employee pensions, which directly triggered 

the global dissolution of Arthur Andersen LLP.

Section 2: The Wirecard AG Scandal (The Digital Mirage)

Entity Profile: Wirecard AG

• Core Executives: Markus Braun (CEO), Jan Marsalek (COO/Chief 

Commercial Officer). 

• Primary Audit Mechanism: Ernst & Young (EY) Germany. 

• The Whistleblower Anchor: Pav Gill (Legal Counsel, Wirecard Asia-



Pacific) alongside Dan McCrum (Investigative Journalist, Financial 

Times). 

Operational Mechanics & Financial Engineering

Wirecard was a German payment processor that achieved a DAX blue-chip 

stock index listing. Because it operated heavily in high-risk, unlicensed, or 

unregulated online industries across Asia and the Middle East, its actual 

organic transaction volume was insufficient to meet market expectations. To 

falsify its financial growth, Markus Braun and Jan Marsalek deployed two 

distinct fraud networks:

The Third-Party Acquirer (TPA) Scheme: Wirecard claimed it processed 

massive volumes of transactions through proxy partner companies in 

countries where Wirecard lacked local processing licenses. The primary 

intermediary was Al Alam Solutions (based in Dubai), an entity with fewer 

than 10 employees that purportedly handled €350 million in transactions 

monthly. These TPA revenues accounted for 80% of Wirecard's reported 

profits.

The Escrow Trust Fabric: To prove to EY auditors that these massive TPA 

revenues existed, Wirecard claimed the cash was held in offshore trust 

accounts in the Philippines (managed by local trustee banks, BPI and BDO). In 

reality, these trust accounts held no capital; the bank confirmation documents 

provided to EY were forged.

Round-Tripping Operations: Managed by Jan Marsalek, Wirecard used a 



system of "round-tripping," where capital was sent from Germany to buy 

inflated foreign tech subsidiaries (such as the Indian processor Hermes, bought 

for €340 million from an offshore fund linked to Marsalek just weeks after the 

fund acquired it for €40 million). This money was then cycled back to Wirecard 

as "software licensing revenue."
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