CENTRELINE CLARITY

Structural Report

WeWork — January 2019

A Retrospective Application

A Note on This Report

The Barings Bank report asked what a structurally aware advisor would have seen a year before
collapse, looking at the right things.

The City Harvest report asked something harder: what happens when the questions could have
been asked, answered, and still not acted upon, because the environment had made acting on
them structurally costly.

This report asks a third question:

What happens when the governance failure is not hidden at all? When it is visible, documented,
and repeatedly noted by people with standing, YET every party with the power to correct it
responds: not yet, the valuation is still going up?

WeWork is not a story about information asymmetry. London didn't know what Singapore was
doing. City Harvest's board couldn't see behind the bond arrangements. WeWork's investors,
bankers, and board members could see. The governance failures were not concealed. The related
party transactions were disclosed. The dual-class share structure was publicly known. The $47
billion valuation was openly questioned by analysts who had done the arithmetic.

The problem was not visibility. The problem was that everyone with the power to act had
structured their incentives around the valuation continuing to rise.

This is a new failure mode: Incentive Capture at Scale.

The Hypothetical Commissioner

This report is written from the perspective of a board member we will call the Independent
Director.



She is not a composite of any real person. She is a structural construct: a professionally qualified
independent director appointed to the WeWork board in late 2018, with a background in
corporate governance or real estate finance, and no prior relationship with Adam Neumann or
SoftBank.

She has just completed her first quarter on the board. She has reviewed the financials, the cap
table, the related party disclosures, and the draft IPO timeline. She has sat through two board
meetings in which the path to profitability was described in terms that would require the
company to become, within five years, the largest private employer in human history.

She is not against the vision. She is not personally hostile to Neumann. She finds him, as almost
everyone does, compelling in person.

But she has done the arithmetic. And the arithmetic does not work. More troublingly: she
suspects everyone in the room knows too. And no one is saying so.

She decides to think it through structurally before the next board meeting, at which the IPO
timeline will be formally approved. What follows is that thinking.

Why This Case Requires a Further Extension of the Framework

At Barings, the primary failure mode was Power Asymmetry: one person controlled all
information while London bore all risk. At City Harvest, Authority Sacralization made scrutiny
morally costly.

WeWork presents a third distinct condition. The governance failures were not hidden. The
board knew. The lead investor knew. The underwriting banks knew. The financial press was
writing about it. The arithmetic was available to anyone who read the S-1.

What was missing was not information. What was missing was any actor with both the incentive
and the structural standing to act on the information they already had.

Incentive Capture at Scale: the condition in which every party that should function as a check
on the primary authority has been financially, reputationally, or structurally invested in that
authority's continued ascent, to the point where acting on known concerns becomes
individually irrational even when it is collectively necessary.

At the actor level, Incentive Capture at Scale is produced by three mechanics operating
simultaneously: Incentive Distortion, in which each party's locally rational action increases
systemic risk; Interpretive Inertia, in which signals are absorbed into the existing valuation
narrative rather than integrated as warnings; and Power Asymmetry, in which the parties who
can see have no individual incentive to act, and the parties who bear the cost of inaction cannot
force action.



Institution Primary Diagnostic Challenge

Barings Bank Scrutiny was absent. The questions were never asked. Intervention
was procedural.

City Harvest Church Scrutiny had been made to feel like betrayal. Intervention required
navigating moral illegitimacy.

WeWork Scrutiny was available to everyone. Intervention was individually
irrational for every party except one.

At Barings, the problem was that no one could see. At City Harvest, the problem was that seeing
felt like betrayal. At WeWork, the problem was that seeing was fine, as long as the valuation kept

going up...

STAGE 1 — STRUCTURAL DIAGNOSTIC

Phases 0-10 - WeWork, January 2019

Identity Classification

Actor Classification Primary Stake

Adam Neumann Load Identity as visionary founder is fused with the $47 billion
valuation. Questioning the valuation or governance is
received as an attack on his vision, not a governance

review.
SoftBank / Masayoshi Structural Vision Fund reputation, role as lead investor, mandate
Son Stake legitimacy (returns to LPs), future fundraising, Son's
legacy as visionary investor.
Underwriting banks (JP Structural IPO mandate continuity, valuation credibility, public
Morgan, Goldman Sachs) Stake market reputation, future client relationships.
Board members Load Role as board members is functionally subordinate to
(Neumann-appointed) Neumann's voting control. Identity as 'Neumann's board'
outweighs fiduciary independence.
Independent Director Structural Role continuity, fiduciary authority, mandate legitimacy,
Stake professional reputation and future board appointments.
WeWork employees Exposure Paper wealth depends on the valuation, but they have no

decision authority. Financial and reputational
consequences, not structural stake.



Public market investors Unclear Identity stakes exist (capital at risk) but cannot be fully
(not yet invested) classified before the IPO.

Third distinction from prior reports: at Barings, identity stakes were institutional and
professional. At City Harvest, they were spiritual and relational. At WeWork, the picture is
more complex. Neumann and the Neumann-appointed board run Load, while SoftBank and
the underwriting banks carry genuine Structural Stakes, but ALL are financially aligned with
the narrative continuing. The Independent Director is simultaneously the person with the
clearest incentive to see accurately, and the person with the least relational and financial
capital to make her clarity count.

Situation Overview

WeWork (formally The We Company) is a co-working space provider founded in 2010. By
January 2019 it has been reframed (primarily by Adam Neumann) as a technology company, a
consciousness movement, and a platform for human connection. This reframing is not
incidental. It is the mechanism by which a real estate operating business with negative unit
economics has attracted a $47 billion valuation from SoftBank's Vision Fund.

The company shows large losses relative to revenue, with unit economics that do not support a
technology valuation. Its path to profitability depends on assumptions about scale, market
penetration, and operating leverage that have not been demonstrated in any comparable
business. Its revenue recognition practices treat long-term lease obligations as assets while
recording short-term membership fees as recurring revenue: a presentation that makes the
company look more profitable than it is while obscuring how much it actually owes.

Adam Neumann controls the company through a dual-class share structure giving him
approximately 20 votes per share compared to one vote for ordinary shareholders. He has sold
approximately $700 million of his own shares back to the company or to investors while
retaining voting control. He has leased buildings he personally owns to WeWork, collecting rent
from a company he controls. He caused WeWork to purchase the trademark for the word "We"
from an entity he controls, for approximately $5.9 million, before returning it after public
attention.

The board has approved these arrangements. The related party transactions have been
disclosed, but disclosure does not resolve the underlying conflict. The lead investor has
continued to fund them. The underwriting banks are preparing an IPO on the basis of them.

The IPO is scheduled for later in 2019. The S-1 will need to be filed publicly within months.

The Independent Director has done the arithmetic. It does not work. And she cannot tell
whether the people around her have reached the same conclusion, or whether the valuation has
become a shared hallucination that no one in the room is willing to be the first to name.



Key Constraints

Constraint Structural Effect
Neumann's dual-class share He cannot be removed by ordinary shareholder vote. Board action
structure requires either his cooperation or a sustained legal challenge that

would take longer than the IPO timeline.

SoftBank's $10 billion Any action that reduces the valuation reduces SoftBank's reported

investment returns, which will affect the Vision Fund's ability to raise its next
fund.

Underwriting bank JP Morgan and Goldman Sachs have staked underwriting

relationships relationships on the IPO. Walking away at this stage would be

publicly visible and professionally costly.

Employee equity dependency WeWork employees hold options priced at current valuations. A
reduction would eliminate paper wealth for thousands who
accepted below-market salaries on the basis of equity upside.

Financial press attention Any board action that confirms existing press concerns will
accelerate the narrative rather than contain it.

Narrative dependency Neumann's personal charisma has been the primary mechanism
through which investors have been persuaded that standard metrics
don't apply. The board has no equivalent narrative capability.

Independent Director's position  No relational standing with Neumann, no financial stake in the
outcome, no institutional history. Simultaneously her greatest
structural assets AND the reason her concerns will be easiest to
dismiss.

These constraints do not make action impossible. They make action sequencing critical.

Pressure Map

Pressure Building

— The IPO timeline is fixed. The S-1 must be filed publicly: exposing every governance failure
and questionable accounting presentation to investors who have no relationship with
Neumann and no investment in the narrative.

— WeWork's cash burn rate means it needs IPO proceeds to continue operating at current
scale.

— SoftBank's Vision Fund has a finite life and needs to show returns to its own investors.

— The financial press is already asking questions. Competitors are operating profitably on the
same model WeWork claims is technology rather than real estate.



Pressure Leaking

— Senior WeWork employees with financial literacy are privately questioning the unit
economics.
— Some institutional investors shown the pre-IPO financials have declined to participate.

— Analysts at the underwriting banks have produced internal models that don't support the
$47 billion valuation, models that will become discoverable if litigation follows.

— Neumann's personal behaviour is generating internal cultural friction that is beginning to
surface externally.

Pressure Redirecting

Redirected from Redirected to

Unit economics Total addressable market: "We're not a real estate company,
we're a technology platform.”

Related party transactions Founder alignment: "Adam is more invested in this company
than anyone."

Governance concerns Vision framing: "You have to understand what we're
building."

Cash burn Growth investment: "Every dollar we spend now is

infrastructure for a $10 trillion market."

Latent Pressure

— If the S-1is filed and public market investors reject the valuation, the IPO fails publicly.
That is a different and worse outcome than a quiet valuation reduction now.

— If the IPO fails, WeWork's cash position means it faces an operational crisis within months.

— If the operational crisis becomes public before it is managed, the company's ability to retain
tenants, negotiate leases, and attract employees collapses simultaneously.

— If litigation follows a failed IPO, internal documents (including analysts' models that don't
support the valuation) become discoverable.

The pressure asymmetry here is unlike either prior case. At Barings, the asymmetry was
informational. At City Harvest, it was authoritative. At WeWork, it is incentive-based: every
party with power has the same short-term incentive: keep the valuation up, get through the
IPO, take the money off the table. The Independent Director is the only person in the room
whose incentives are not aligned with this outcome. Her structural independence (the reason
for her appointment) is also the reason she is the only person likely to see clearly. And the
reason her clarity is most likely to be dismissed.

Irreversibility

Any of the following could trigger a loss of control from which recovery is no longer possible:



— The S-1is filed publicly, exposing governance failures and unit economics to public market
scrutiny without prior remediation.

— A major institutional investor who was shown pre-IPO financials speaks publicly about
their decision to pass.

— A senior WeWork employee with financial credibility resigns and gives an interview.

— The financial press obtains and publishes internal financial models.

— SoftBank's Vision Fund faces its own investor pressure and reduces its valuation mark on
WeWork unilaterally.

— Neumann's personal behaviour generates a public incident that makes the governance
questions undeniable.

— A competitor's successful IPO provides a public market comparison that makes WeWork's
valuation impossible to sustain narratively.

Acceleration Risk

The most dangerous acceleration scenario is the S-1 itself. The document that is supposed to
unlock the IPO is also the first genuine audit the company has ever faced from parties with no
relationship to Neumann and no investment in the narrative.

Public markets are, structurally, the independent verification function that WeWork's
governance has never permitted internally. Filing the S-1 without prior governance remediation
is the equivalent of Barings requesting a margin call from an exchange that is about to freeze the
account.

The irreversibility threshold is the S-1 filing date. Before that date, governance remediation is
a private matter. After that date, it is a public one. The Independent Director's window is
measured not in days but in board meetings: there are, at most, two or three before the filing
timeline becomes fixed.

Failure Mode Classification

— Primary Driver — Incentive Distortion: The locally rational action for each party with
structural standing increases systemic risk. SoftBank: marking down the valuation before
the TPO would reduce reported returns and impair the Vision Fund's ability to raise its next
fund. The locally rational action is to wait. Underwriting banks: walking away from the
mandate would forfeit fees and signal doubt about their own valuation work. The locally
rational action is to proceed. Neumann-appointed board members: challenging Neumann's
governance would risk removal given his voting control. The locally rational action is to
approve. Each party's locally rational action, in isolation, is understandable. Together, they
produce systemic catastrophe. This is the actor-level mechanism that produces Incentive
Capture at Scale.

— Secondary Driver — Interpretive Inertia: Internal analyst models show the valuation
is unsupported. Institutional investors have passed on pre-IPO financing. The financial
press has raised governance questions. Signals are not concealed. They are absorbed into
the existing narrative: the valuation is high because WeWork is a technology company, not



a real estate company. And the narrative persists because every party with standing has a
short-term incentive to maintain it.

— Tertiary Driver — Power Asymmetry (Visibility—Consequence Gap): Neumann
controls the narrative and decision access through voting control. SoftBank, the
underwriting banks, and employees bear downstream risk. Decision influence and
consequence exposure are misaligned. Here the asymmetry is structural and incentive-
based. The parties who can see have no individual incentive to act. The parties who will
bear the cost of inaction cannot force action.

Recommendations must address the incentive structure, not the individuals' judgment. The
question is not whether the board members are capable of seeing the problem. The question is
whether the structure gives anyone a reason to say so.

Incentive Capture at Scale consumed a specific capacity: the ability to act with institutional
effect. The Independent Director can act, but her actions would find it hard to land. Every party
whose action could have mattered had been structurally neutralised by their own financial
position.

Primary Risks

Risk of doing nothing

The S-1is filed with governance failures intact. Public market investors, financial journalists,
and short sellers (none of whom have any relationship with Neumann or any investment in the
narrative) read the document and come to the same conclusion she did... without ever having sat
in the room. The IPO is pulled or fails. WeWork's cash position forces an operational crisis. The
valuation collapses. Thousands of employees lose their paper wealth. Litigation follows. Internal
documents become discoverable.

For the Independent Director: she attended board meetings at which the IPO timeline was
approved, related party transactions were sanctioned, and governance failures were noted but
not remediated. Her presence in the room is her exposure.

Risk of moving too early

Raising concerns formally before the S-1 is filed risks being overridden by Neumann's voting
control, marginalised by board members with financial stakes in the outcome, and publicly
characterised as a governance insurgent who doesn't understand the vision. In an environment
where the valuation narrative is still intact, the person who challenges it looks wrong... until
suddenly they look right. At that point it is too late for the institution. The challenger looks right,
but has not had time to make looking right survivable.

Risk of moving too late

The S-1is filed and public scrutiny arrives before any governance remediation has been
attempted. The board is seen as having approved a governance structure that public market
investors immediately identified as unacceptable. The remediation that follows (Neumann's



eventual removal, the SoftBank rescue, the governance restructuring) happens under crisis
conditions rather than governance conditions.

Moving too late is not just institutionally costly. It is the difference between a board that acted
and a board that was forced to act.

Recommended Actions

Immediate — next 30 days

— Request, in writing and through formal board channels, an independent review of all
related party transactions (the building leases, the 'We' trademark purchase, the personal
share sales) by outside counsel with no prior relationship to Neumann or SoftBank. Frame
as standard IPO preparation, not suspicion.

— Commission an independent fairness opinion on the $47 billion valuation from an advisor
not connected to the underwriting banks. The underwriters have a fee interest in the IPO
proceeding. Their valuation work is not independent.

— Formally request that the dual-class share structure be reviewed before the S-1 is filed. The
governance provisions that institutional investors and index funds will require before
purchasing public shares need to be known now, not after filing.

— Document, in board minutes, that the Independent Director has raised these concerns
formally. This is not optional. It is the minimum protective action available to her
regardless of the outcome.

— Identify whether any other board member shares these concerns privately, particularly any
appointed by institutional investors with sufficient independence from SoftBank.

If the independent review reveals material governance concerns

— Brief the full board formally, with outside counsel present, before the S-1 is filed.

— Require remediation of the most egregious related party transactions as a condition of
board approval of the IPO timeline. The trademark transaction is the most defensible
starting point; it was returned after public attention, meaning Neumann himself
acknowledged it was untenable.

— Engage directly with the underwriting banks about governance requirements. JP Morgan
and Goldman Sachs have reputational exposure in the IPO. Their interests can be aligned
with governance remediation if the alternative is a public failure.

The goal is not to stop the IPO. The goal is to ensure that if the IPO proceeds, it proceeds on a
foundation that public market scrutiny will not immediately destroy. Preserve: the IPO if it
can be made viable, the employees' equity if the valuation can be brought to a level the public
market will sustain, and the board's ability to demonstrate it acted when it had the
information to act.



Expected Reactions

Resistance here takes a form distinct from both prior cases. It will not feel like territorial
obstruction or moral faithfulness. It will feel like intellectual generosity.

— Neumann will receive the request for independent review as a challenge to his authority
and his vision. He is likely to respond with charm first (private meetings, personal
persuasion, the full force of the narrative) before escalating to structural resistance.

— SoftBank will be privately supportive of governance improvements that protect the
valuation, and privately resistant to any process that delays the IPO or triggers a public
valuation discussion.

— The underwriting banks will frame governance concerns as manageable - 'we can address
this in the prospectus language' - because their incentive is to keep the deal moving.

— Board members with financial stakes will default to process arguments: 'we have outside
counsel reviewing everything,' 'the audit committee has signed off,' 'this is standard for a
company at our stage.'

— Neumann may offer the Independent Director a private meeting in which he explains the
vision at length and invites her into a closer relationship with the company's mission,
essentially a WeWork-specific version of the pastoral conversation that City Harvest's
board faced.

Institution Nature of Resistance

Barings Bank Professional and territorial: Leeson resisted because it threatened control;
London resisted because it threatened their merger timeline.

City Harvest Church Moral and relational: felt, to many doing it, like faithfulness rather than
obstruction.

WeWork Visionary: scepticism is reframed as a failure of imagination, an inability
to see what Neumann sees, a preference for the conventional over the
transformational.

This is surprisingly effective on smart people. The Independent Director should expect to feel,
at some point in the conversation with Neumann, that her concerns are small and her
thinking is ungenerous. That feeling is not evidence that she is wrong. It is evidence that the
mechanism is working.

The following statements are not necessarily false. That is what makes them dangerous. Each
answers a real question. None answers the question that determines whether the governance is
what it is being represented as.



| What they say | Whatitanswers || What it does not answer

"We can address this in the ||Can the concern be Does disclosure resolve the underlying
prospectus language." disclosed? conflict of interest?
"The audit committee has Was the audit committee structurally

Did a process occur?

signed off." independent of Neumann's voting control?

"This is standard for a
company at our stage."

Does commonality make the governance

i ? . .
Is the practice common: acceptable to public market investors?

"Adam is more invested in Does the founder have Does personal investment substitute for
this company than anyone.” |/financial skin in the game? |[independent board oversight?

"The valuation reflects our Is there a growth Does the narrative rest on assumptions any
total addressable market." narrative? comparable business has demonstrated?

Monitoring Signals

Positive indicators — situation is manageable

— The request for independent review of related party transactions proceeds without
obstruction.

— Outside counsel is genuinely independent, not a firm with prior WeWork relationships.
— The dual-class share structure is reviewed and modified before filing.
— The trademark transaction is formally remediated with documented board approval.

— The valuation is independently assessed and the IPO price range reflects a number the
public market can sustain.

— Neumann voluntarily reduces his personal financial extractions from the company ahead of
the IPO.

Negative indicators — escalation required
— The independent review is assigned to counsel suggested by Neumann or SoftBank.

— Governance concerns are addressed in prospectus disclosure language rather than actual
remediation.

— The IPO timeline is accelerated rather than allowing time for independent review.
— The board minutes do not reflect the Independent Director's concerns accurately.
— Neumann sells additional personal shares ahead of the TPO while retaining voting control.

— The IPO price range is higher than the pre-IPO round, suggesting the banks are working
backward from the number rather than forward from the fundamentals.

— Senior WeWork employees with financial credibility begin leaving quietly.

Decision checkpoint: if independent governance review has not been completed before the S-1
is filed, the Independent Director must seek her own independent legal advice about her
personal liability as a board member who approved the IPO timeline. This is not a rhetorical
consideration.




Non-Actions

The following actions reduce reversibility and escalate prematurely. Avoid them:

— Raising concerns publicly before board channels have been exhausted: this triggers
Neumann's voting control and ends the Independent Director's ability to influence the
outcome from inside.

— Accepting prospectus disclosure as equivalent to governance remediation. Disclosure of a
conflict of interest is not the same as resolving it.

— Allowing the IPO timeline to override the governance review. The timeline is a choice, not a
constraint.

— Treating SoftBank's continued investment as validation of the valuation. SoftBank's
incentives are not aligned with governance.

— Allowing Neumann's personal persuasiveness to substitute for independent financial
analysis.

— Resigning without creating a documented record of the concerns raised and the responses
received.

The goal is to create the conditions in which the IPO, if it proceeds, proceeds on a foundation
that can bear public scrutiny. If those conditions cannot be created within the available
window, the goal is to ensure that the Independent Director has a documented record of
having tried. Precision over confrontation. Documentation over assurance. Visibility over
narrative.

Executive Summary — Stage 1

A founder with structural voting control has built a real estate operating business that is being
taken public as a technology company at a valuation no conventional financial metric supports.
The governance failures (related party transactions, dual-class share structure, personal
financial extractions) are disclosed rather than concealed. But the underlying conflicts are
unresolved.

The S-1 filing is the irreversibility threshold. Before that date, governance remediation is a
private matter with a recoverable outcome. After that date, it is a public one... and the public
market's independent scrutiny will arrive without any of the relational accommodation that has
sustained the narrative in private rooms.

The correct move is independent governance review before the S-1 is filed. Not to stop the IPO.
To give the IPO a foundation that public market investors will not immediately reject.

If the governance is sound, independent review confirms it. If it is not, independent review
reveals it while the board still has options.



The window is not measured in days. It is measured in board meetings. The next one may be
the last one at which governance still has something to offer.



STAGE 2 — STRUCTURAL INTERVENTION MAPPING

Building on Phase 0-10 findings - WeWork, January 2019

Stage 2 is not a summary of Stage 1. It maps what happens structurally if nothing changes... and
identifies where intervention can still alter the trajectory.

Missing Structural Function

The system currently lacks any actor with both the incentive and the structural standing to apply
independent scrutiny to the valuation and governance arrangements.

Every party that should function as a check has been financially invested in the outcome. The
board is captured by Neumann's voting control. The lead investor needs the valuation to hold.
The underwriting banks need the deal to close. The employees need the options to vest.

The Independent Director is the only actor in the system whose incentives are not structurally
aligned with the narrative continuing.

Distortion generated

Without an independent scrutiny function, the valuation becomes self-referential. It is
supported by SoftBank because SoftBank invested at that level. It is confirmed by the board
because the board approved the round. It is validated by the underwriters because the
underwriters took the mandate. Each party's endorsement is taken as independent confirmation
when it is actually the same endorsement recycled through different institutional voices.

This is the WeWork-specific variant of narrative lock-in. At Barings it was built on profit
figures. At City Harvest it was built on ministry success. At WeWork it is built on a valuation
that everyone in the room has a financial reason to believe.

Load Redistribution Map

Unassigned Load | Structural Cost if Unchanged
Board Members Certifying governance of Personal liability when IPO fails
arrangements they cannot and litigation follows.

independently assess given
Neumann's voting control.



Independent Director

SoftBank

Underwriting Banks

WeWork Employees

Public Market Investors

Carrying fiduciary responsibility in a
system designed to make it
unexercisable.

Carrying valuation risk for $10 billion
investment on the basis of narrative
rather than fundamentals.

Certifying a valuation their own
internal models don't support.

Bearing compensation risk through
options priced at an unsustainable
valuation.

About to be asked to purchase shares
at a valuation every prior party has

Exposure compounding with each
board meeting attended without
escalation.

Vision Fund credibility and next-
fund raising capacity.

Reputational exposure when IPO
fails; litigation discovery risk.

Loss of paper wealth when
valuation collapses.

Capital loss; litigation against
underwriters and board.

had private reasons to question.

Load most requiring redistribution: the valuation integrity risk must move from Neumann's
personal narrative authority to independent financial analysis. No founder's vision, no matter
however compelling, is a substitute for an independent assessment of whether the business
can generate returns at the stated valuation.

Propagation Path — If Nothing Changes

Phase A — Continuation (January—=June 2019)

IPO preparation continues. The S-1 is drafted incorporating the governance arrangements as
disclosed items rather than remediated ones. The $47 billion valuation is maintained in internal
communications. Neumann continues to sell personal shares. The board approves the IPO
timeline.

Phase B — Activation (August—September 2019)

The S-1is filed publicly. Financial journalists, analysts, and short sellers - none of whom have
any relationship with Neumann and none with any investment in the narrative - read it and find
the same gap between story and substance. The unit economics are immediately identified as
inconsistent with the technology company valuation. The related party transactions generate
significant negative coverage. The dual-class share structure triggers governance concerns from
institutional investors whose mandates require minimum governance standards. Institutional
investors who would need to anchor the offering decline to participate at the stated valuation.

Phase C — Irreversibility (September—October 2019)

The IPO is pulled. WeWork's cash position, which required IPO proceeds to sustain operations
at current scale, becomes critical. SoftBank negotiates a rescue package valuing the company at
approximately $8 billion, a reduction of more than 80% from the $47 billion peak. As a
condition of the rescue, Neumann is removed as CEO. His departure package is reported at
approximately $1.7 billion, generating significant public anger. Thousands of WeWork
employees see their options rendered worthless.



Estimated timeline to narrative lock-in: already locked at the $47 billion SoftBank round. By
January 2019, the only question was whether the lock-in would be broken privately (through
governance) or publicly, through the IPO failure. The public breaking was already the more
likely path.

Locked Decision

The currently unavailable decision is an independent valuation of WeWork at a level the public
market will sustain, accompanied by governance remediation sufficient to satisfy institutional
investor requirements, before the S-1 is filed.

It cannot be made because:

— Making it requires SoftBank to mark down its investment publicly before the IPO, affecting
the Vision Fund's reported returns and its ability to raise its next fund.

— It requires Neumann to accept a valuation that reduces his personal paper wealth by
billions and acknowledges that the narrative he has sustained for years was not supported
by the fundamentals.

— It requires the underwriting banks to revise their valuation work publicly, creating
litigation exposure for work already done.

— Every party that would need to agree has more to lose from making this decision than from
delaying it... until the S-1is filed and the public market makes the decision for them.

Structural change required: an independent actor with no financial stake in the outcome must
be given the standing and the mandate to conduct the review before the filing deadline. The
Independent Director is the only available candidate. Her formal governance request,
documented in board minutes, is the only mechanism through which this can be initiated from
inside the system.

Structural Beneficiaries

Actor Current Gain | Duration

Neumann Continued control, wealth extraction, = Until IPO failure or board
narrative authority. action.

SoftBank Continued paper gain on Vision Fund  Until valuation is publicly
investment. tested.

Underwriting Banks Fee income from IPO mandate. Until deal is pulled.

Early Investors Continued paper wealth at peak Until public market repricing.

valuation.



Neumann's Inner Circle Continued employment, equity, and Until restructuring.
proximity to power.

Beneficiary most capable of slowing correction: Neumann, because his voting control means
he cannot be removed by normal governance mechanisms and his personal persuasiveness
has been the primary mechanism through which scrutiny has been deflected. Secondary
beneficiary: SoftBank, because its investment scale means any valuation reduction is a Vision
Fund problem before it is a WeWork problem... and Son has publicly staked his reputation on
the investment thesis.

Acceleration Triggers

Trigger Effect Response Likelihood
Window

S-1 filing Full public scrutiny; no Immediate Certain - scheduled

prior remediation possible. action the board is about

to approve

Senior employee Narrative crack; press Days Moderate - internal
resignation with public  investigation follows. strain is significant
statement
Institutional investor Valuation questioned in Weeks Moderate
passes publicly mainstream financial press.
SoftBank internal Vision Fund credibility; Weeks Low - SoftBank has
valuation mark-down deal economics change. strong incentive to avoid
Financial press obtains  Public gap between internal Minimal Low - but non-zero
internal models and external valuation.
Neumann personal Governance questions Minimal Low - but pattern of
incident become unavoidable. behaviour elevates risk

Trigger most likely within timeframe: the S-1 filing itself. It is not an external event; it is a
scheduled action the board is about to approve, and the only trigger in this list entirely within
the board's control to sequence. Secondary trigger: a senior employee departure. The people
most likely to leave are those with enough financial literacy to understand what the
governance failures mean and enough external credibility to be listened to when they speak.



Intervention Leverage and Sequencing

Primary leverage point: the board's approval of the IPO timeline. This is the last decision point
before the S-1 filing at which governance remediation is a private matter. After this decision, it is
public.

Move 1 — Immediate (next Formally request, in writing, independent review of related party

30 days) transactions and independent valuation assessment before the board
approves the IPO timeline. Document the request in board minutes.
This creates the governance record regardless of the outcome.

Move 2 — Structural If the review proceeds and reveals material concerns, bring outside

Correction (within 60 days) counsel to a full board session before the S-1 is filed. The goal is not to
stop the IPO; it is to ensure every board member has been formally
informed of the legal and financial position before they approve the

filing.
Move 3 — Conditional If the IPO timeline is approved without governance remediation, the
Escalation Independent Director must seek her own independent legal advice

about her personal liability. At this point her protective action is
documentary rather than preventive.

What must not be rushed: public confrontation of Neumann without a documented
governance record. In a dual-class share structure, public confrontation without board
support simply accelerates remouval of the challenger.

What must not be delayed: the formal governance request. Every board meeting at which the
IPO timeline advances without a documented challenge compounds the Independent
Director's exposure.

Monitoring for Structural Shift

If Neumann voluntarily supports independent governance review and it confirms the
arrangements are appropriate, structural separation of founder authority and board oversight
must still be implemented before the IPO. The governance problem is not only about this set of
transactions; it is about the structural conditions that made them possible.

High-signal tightening indicators
— The independent review is assigned to advisors with prior WeWork relationships.

— Governance concerns are resolved through prospectus disclosure language rather than
actual remediation.

— The IPO timeline is accelerated after the governance request is made.



— Neumann sells additional personal shares between the governance request and the S-1
filing.
— Board minutes do not accurately reflect the concerns raised.

— The Independent Director is privately encouraged to trust the process while being
structurally excluded from it.

— Senior employees with financial credibility begin leaving.

Signal that changes everything

A major institutional investor publicly declines to participate in the IPO at the stated valuation.
At that point, public scrutiny has arrived ahead of schedule and the governance window has
closed.

Ultimate signal

The S-1is filed and the financial press identifies the governance failures within 24 hours. At that
point the work is no longer governance. It is damage containment: for the institution, for the
employees, and for every board member who approved a filing they did not independently

verify.

Executive Summary — Stage 2

The Stage 1 diagnostic identified the structural breakdown: a founder with structural voting
control, a lead investor with $10 billion at stake, underwriting banks with fee interests in the
outcome, and a board incapable of independent scrutiny, all pointed in the same direction by
incentives that made governance individually costly even when it was collectively necessary.

Stage 2 maps what happens if nothing changes. The S-1 will be filed. The public market will
provide the independent scrutiny that the governance structure never permitted internally. The
IPO will fail. The valuation will collapse. The employees will lose their equity. The litigation will
follow. And the board will be seen as having approved a governance structure that public market
investors identified as unacceptable within days of seeing it.

The only intervention that can change this trajectory is independent governance review before
the S-1 filing. Not to stop the IPO. To give it a foundation that public scrutiny will not
immediately destroy.

The window is not measured in days. It is measured in board meetings. The next one may be
the last one at which governance still has something to offer.



AFTERWORD

What Actually Happened

The S-1 was filed in August 2019.

Within days of filing, financial journalists and analysts identified the unit economics, the related
party transactions, and the governance structure as inconsistent with the stated valuation. The
coverage was immediate, sustained, and devastating.

The IPO roadshow became a public relations crisis. Institutional investors declined to
participate at any price near the stated valuation. In September 2019, the IPO was postponed. In
October, it was withdrawn.

SoftBank negotiated a rescue package valuing the company at approximately $8 billion... a
reduction of more than 80% from the peak. As a condition of the rescue, Neumann resigned as
CEO. His departure package was reported at approximately $1.7 billion, generating widespread
criticism.

Approximately 2,400 WeWork employees were laid off in the immediate restructuring.
Thousands more saw their options rendered worthless; these were employees who had accepted
below-market salaries in exchange for equity upside received nothing.

Neumann was not prosecuted. The governance failures, though egregious, had been disclosed.
Disclosure, however, does not make governance failures acceptable to public market investors.

The board members who approved the IPO timeline faced shareholder litigation over their
governance oversight.

The Independent Director (in reality, there was no such person) would have been the only one in
that room with a documented record of having seen what was coming.

What the structure reveals

The WeWork collapse was not a sudden event. It was the end point of a structural path that had
been building for years and was visible to anyone looking structurally rather than narratively.

The governance failures were disclosed, not concealed. The unit economics were available to
anyone who did the arithmetic. The valuation was questioned publicly before the S-1 was filed.
The board approved it anyway.

Not because they were corrupt. Not because they couldn't see. But because the incentive
structure of late-stage private markets had made acting on what they could see individually
irrational — until the public market arrived and made inaction collectively catastrophic.



The question that remains

After the collapse, Masayoshi Son described his investment in WeWork as the consequence of
having been enchanted by Neumann's vision. He said he had let his judgment be overwhelmed
by his excitement.

He was describing, with unusual candour, the mechanism this framework exists to name.

The Barings report ended with Peter Baring looking for motive when he should have been
looking at structure. The City Harvest report ended with a board that could have answered the
governance questions and still found them impossible to act on.

WeWork ends with something different, and in some ways more unsettling:

Everyone could see. Everyone knew. And the structure had been designed so that seeing and
knowing were not enough. That is the condition Incentive Capture at Scale produces in every
organisation where the incentives of every party with standing have been aligned around a
single outcome, and where the cost of being the person who names the gap between the
narrative and the reality is borne entirely by the individual while the benefit is distributed
across everyone else.

The Independent Director carries that cost alone.

Until she doesn't. And then everyone pays.

What this report demonstrates

— The framework applies regardless of whether the failure is concealed. At
Barings, the problem was hidden. At City Harvest, it was obscured by authority. At
WeWork, it was visible to everyone YET still not acted on. The same structural phases map
all three, because the mechanics of pressure accumulation and irreversibility are consistent
even when the fuel is different.

— The signals were present. Not in hindsight. In the internal analyst models, in the
institutional investors who passed, in the financial press coverage, in the arithmetic that
everyone in the room had done. Anyone looking structurally rather than narratively would
have seen them.

— The hardest diagnostic problem is not concealment. It is the situation where the
information is available, the signals are visible, and every party with standing has been
given a reason not to act. That is Incentive Capture at Scale. And it is the condition that
produces the most predictable failures, precisely because no individual feels responsible for
the outcome.



If WeWork's board had commissioned this report in January 2019, they might still have
discovered that the governance failures were too deep to remediate within the available
window. But they would have discovered it as a board acting on its fiduciary responsibilities,
not as defendants in the litigation that followed. That is the difference between a board that
governed and a board that ratified.

FOR THE READER

This report was written for someone sitting with a decision in front of them.

Not a bad person. Not an uninformed person. Someone with legitimate authority, legitimate
goals, and an information environment that is structurally, not maliciously showing them an
incomplete picture.

If you are sitting on an investment committee, a board, or an advisory body where the valuation
or the vision is supported primarily by the enthusiasm of parties with financial stakes in it,
where the person who asks the obvious question is made to feel unimaginative rather than
rigorous, and where the next filing or funding round could change everything... you are sitting
where WeWork's board sat in January 2019.

If you are early in your career and you have been given equity in a company whose story you
want to believe, you are in the most dangerous structural position of all: you have been made to
feel like an insider before you have the standing to act like one. You are not the villain of this
story. You are the structural beneficiary of a narrative that has made your financial interests
indistinguishable from your professional judgment. The framework cannot give you a move that
does not cost you personally. What it can give you is clarity: that your enthusiasm is structurally
induced, not personally failing. And it can preserve the possibility that you document what you
know, before the equity becomes the reason you cannot see.

If you recognise that gap in your organisation, your board, or a situation you are currently
navigating, the intake questions are the logical next step. They apply the same structural
framework to your specific situation.

Not because the framework has all the answers. Because the framework was designed to ask the
questions that the structure around you has made difficult to ask.

Submissions — https://centrelineclarity.com/snapshot/
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ABOUT THIS REPORT

This analysis was produced using the Centreline Clarity diagnostic framework: a structured
approach to mapping decision environments, identifying where pressure accumulates, and
preserving optionality before thresholds become irreversible.

Within these case studies, the framework has been applied across five institutional types:
financial, charitable, commercial, corporate-regulatory, and operational technology. The failure
modes identified across the series are:

Failure Mode

Power Asymmetry

Authority Sacralization

Incentive Capture at Scale

Regulatory Inversion

Implementation Displacement

Structural Condition

Decision influence and
consequence exposure are
completely misaligned. One
actor controls all information;
another bears all risk.

Informal authority consumes
the structural space that formal
governance requires. Scrutiny
has been made morally
illegitimate.

Every actor with standing has
been financially invested in the
problem continuing. Acting on
known concerns becomes
individually irrational.

Institutional mechanisms that
should protect scrutiny instead
increase the cost of using them.
The channels through which
evidence should flow have been
made too costly to carry it.

The authority to decide and the
obligation to live with the
decision belong to different

people. The harm is structurally
positioned to accumulate below

the level where evidence is
collected.

| What the Individual Loses

The ability to know,
independently, what is
happening

The ability to question without
being seen as disloyal

The ability to act with
institutional effect

The ability to use institutional
channels of redress without
reprisal

The ability to see the harm
before committing

These are not five separate problems. They are five expressions of the same underlying
condition: the structural gap between where decisions are made and where their

consequences are felt.



If you recognise that gap in your organisation, your board, or a situation you are currently
navigating, the intake is where this analysis begins for your specific situation.

The same structural method.

Your specific constraints, your specific role, your specific window.
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