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Introduction

Restructuring cases demand a delicate balance of precision, speed, and strategy, all in service of the
ultimate goal: maximizing the value of the debtor's assets to pay off creditors. Forensic accountants are
tasked with navigating legal, financial, and operational information, often under intense time constraints.
Their responsibilities extend beyond ensuring compliance with accounting standards—they must also
uncover hidden assets, identify financial irregularities, trace fund flows, and deliver detailed,
evidence-based reports to trustees, receivers, and stakeholders that can withstand courtroom scrutiny.

At the heart of successful restructuring lies Verified Financial Intelligence (VFI)—a transformative
approach that aligns financial data with banking evidence to enable accurate, timely decisions. With
Valid8's cutting-edge platform, forensic accountants can streamline these processes, saving time and
resources while achieving better outcomes for creditors, courts, and restructuring professionals. This
guide explores the challenges, strategies, and technological solutions that make efficient financial
intelligence possible in restructuring cases.

PROFESSIONAL CONSIDERATIONS FOR FORENSIC ACCOUNTANTS

Unlike other professionals in restructuring cases, forensic accountants face unique professional
liability exposures. Their work product must meet heightened standards of documentation and
defensibility, as it may be subject to peer review, courtroom examination, and regulatory scrutiny.
Professional liability insurance considerations specific to forensic accounting work in restructuring
include coverage for expert witness testimony, work paper adequacy, and compliance with
professional standards established by the American Institute of CPAs (AICPA), the Association of
Insolvency & Restructuring Advisors (AIRA), and the Association of Certified Fraud Examiners
(ACFE).

Additionally, engagement letter arrangements for forensic accountants differ significantly from
those of trustees, receivers, or other restructuring professionals. Forensic accountants must
clearly define the scope of their investigative work, establish protocols for attorney-client privilege
considerations, and outline their role as either consulting or testifying experts, as these
designations carry different disclosure requirements under Federal Rules of Civil Procedure

Rule 26.

This guide explores the challenges, strategies, and technological solutions that make efficient
financial intelligence possible in restructuring cases while maintaining the professional standards
essential for forensic accounting practice.
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Section 1: Navigating Restructuring

Challenges

Forensic accountants must navigate a minefield of financial, operational, and legal documents and
statements in restructuring cases. Their success hinges on their ability to provide trustees and receivers
with accurate financial analysis while maintaining analytical rigor and objectivity for maximum estate
recovery to pay off creditors. Yet, these goals are often obstructed by recurring challenges that
complicate even the most straightforward cases.

CLAIMS VERIFICATION AND TRANSACTIONAL ANALYSIS

Verifying creditor claims and underlying transactions is a cornerstone of the restructuring process,
but it's rarely straightforward. Forensic accountants often face incomplete or poorly documented
claims that require significant effort to reconcile. Inaccuracies can lead to disputes, delays, and
potential challenges to the forensic accountant's credibility. A systematic approach is essential to
process claims efficiently while ensuring fairness, accuracy, and forensic defensibility.

ASSET IDENTIFICATION AND RECOVERY

Identifying and recovering assets is one of the most critical and time-sensitive tasks in
restructuring. Assets may be hidden within complex entity structures, held in foreign accounts, or
tied up in fraudulent transactions. The ability to trace these assets and recover them efficiently
can make the difference between a successful restructuring and a prolonged financial quagmire.
Forensic accountants play a crucial role in this process, providing the analytical expertise needed
to uncover hidden assets that trustees and receivers might otherwise miss.

NET WINNER CLAWBACK ANALYSIS

Clawback analysis is crucial in cases where funds have been improperly distributed to "net
winners." These are parties who received more than their fair share of distributions, often at the
expense of others. Forensic accountants must navigate legal intricacies while analyzing vast
amounts of transaction data to identify and quantify these recoverable amounts. Without the
right tools, this process can consume valuable resources, delaying the resolution of the case and
reducing recovery for creditors.
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The Benefits of Leveraging VFI for Forensic Investigation Challenges

Challenge

Transactional Analysis

Asset Recovery

Net Winner Clawback

Analysis

Fraudulent Transfers

Preference Payments

Cash Flow Analysis
and Forecasting

Expert Testimony
Preparation
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Traditional Method

Manual,
time-consuming

Limited by manual
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Labor-intensive review
of transaction data

Reliance on manual
audits and incomplete
data
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error-prone manual
reviews

Reliant on spreadsheets
and manual calculations

Time-consuming,
error-prone report
preparation

VFl Solution

Automated
reconciliation that
ensures accuracy and
forensic defensibility.

Al-powered asset tracing
that identifies large
purchases and hidden
accounts where money
was transferred and
accelerates recovery.

Automated identification
of overpayments and
inequitable
distributions.

Algorithms that flag
anomalies and
undisclosed accounts for
further investigation.

Automated analysis of
payments within the
lookback period to
detect inequities.

Real-time analytics and
historical modeling for
accurate financial
reconstruction and
forecasting.

Streamlined reporting
with indexed financial

activity and visualized

data for clarity, all tied
back to original source
evidence.
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FRAUDULENT TRANSFERS AND PREFERENCE PAYMENTS

Uncovering fraudulent transfers and preference payments is another key responsibility that can
be riddled with challenges. Fraudulent transfers often involve deliberate attempts to conceal
funds, while preference payments require detailed analysis of transactions within the lookback
period to identify inequitable payments to creditors. Missing even a single irregularity can
jeopardize the integrity of the case and reduce the estate available for recovery. Forensic
accountants must meticulously document these findings to support trustees' and receivers'
recovery efforts.

CASH FLOW ANALYSIS AND FORECASTING

Reconstructing historical financial activity and assessing liquidity viability during restructuring
requires an in-depth understanding of cash flow. Forensic accountants must assess historical cash
flow trends, identify gaps or irregularities, and create reliable forecasts to support critical motions
and strategic decisions. This is especially critical for supporting cash collateral motions,
debtor-in-possession (DIP) financing applications, and viability assessments. Without accurate
historical data and sound forecasting methodologies, these analyses can become speculative and
vulnerable to challenge in court proceedings.

EXPERT TESTIMONY AND REPORTING FOR 341 MEETINGS AND CREDITORS®
COMMITTEES

Forensic accountants frequently serve as expert witnesses in 341 meetings of creditors and
provide detailed analysis to creditors' committees. Section 341 meetings, named after the
corresponding section in the U.S. Bankruptcy Code, require forensic accountants to present their
findings to creditors and trustees under oath. These meetings and committee presentations
demand meticulous preparation, as creditor confidence depends on the transparency and quality
of financial reporting. Forensic accountants must be prepared to:

+  Present complex financial findings in accessible terms to creditors

+ Support conclusions with verifiable evidence and detailed exhibits

+ Respond to detailed questioning about methodologies and assumptions

+ Explain anomalies or discrepancies in financial records

+ Provide creditors' committees with detailed reports that include financial projections,
accounts receivable aging, and comparative performance analyses

These reports not only serve as a foundation for informed decision-making but also demonstrate
the financial health and viability of the organization. However, producing these reports manually
can be labor-intensive and prone to errors, further underscoring the need for streamlined
processes and automated tools.
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Work Paper Documentation Standards

For forensic accountants, maintaining comprehensive work papers is not just best practice—it's
essential for professional liability protection and courtroom defensibility. Work papers must
document the source of all financial data, reconciliation procedures performed, assumptions
made in analyses, and the rationale for conclusions reached. The AICPA's Standards for
Consulting Services require that work papers be sufficient to enable an experienced professional
to understand the work performed and support the conclusions reached. In restructuring cases,
this documentation becomes even more critical as it may be subject to discovery requests, peer
review, and cross-examination during expert testimony.

Having identified these core challenges that forensic accountants face in restructuring cases, the
next critical step is establishing a reliable foundation for all subsequent analysis. This
foundation—a comprehensive financial baseline—serves as the bedrock upon which all
investigative work, asset recovery efforts, and expert testimony will rest.

Section 2: Establishing a Financial

Baseline

Establishing a reliable financial baseline is a critical step in any restructuring effort, serving as the
foundation for informed decision-making and stakeholder confidence. For forensic accountants, the
challenge lies not in understanding its importance but in executing it efficiently and with precision amidst
tight timelines and high stakes while meeting the documentation standards required for expert
testimony and professional liability protection.

At the core of this process is data aggregation—synthesizing financial information from diverse sources
such as bank statements, accounting systems, and transaction records. While the concept is
straightforward, the practicalities often involve wrestling with disparate formats and incomplete datasets.
Platforms like Valid8 alleviate this burden by automating data extraction, organization, and
categorization, ensuring consistency and significantly reducing manual effort.

Enhanced Documentation and Work Paper Standards

For forensic accountants, the baseline establishment process requires more rigorous
documentation than other restructuring professionals. Every data source must be catalogued,
every reconciliation documented, and every assumption clearly stated. This enhanced
documentation serves multiple purposes: it supports the forensic accountant's professional
liability coverage, provides the foundation for expert testimony, and ensures compliance with
AICPA consulting standards.
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The work paper trail must demonstrate not only what was done but also why specific procedures
were selected and how conclusions were reached. This level of documentation becomes
particularly critical when the forensic accountant's work may be subject to peer review or
courtroom cross-examination. Valid8's platform supports this requirement by automatically
generating audit trails and documentation of all data processing steps.

Verification is where the real work begins.
Reconciling accounting records against banking

evidence requires more than a superficial
review; it demands a meticulous process to
identify and resolve discrepancies, ensuring A solid financial baseline isn’t

accuracy down to the last transaction. This - Tt it
reconciliation step not only validates the Just a starting point=itsthe

integrity of the financial data but also establishes foundation for transparency
the trust and transparency necessary for and trust in every decision.
productive interactions with creditors, courts,

and restructuring professionals.

The final piece in this baseline is a 13-week cash roll forward. This tool provides a clear view of
historical trends and actionable insights into future cash flow scenarios. Beyond mere projections,
it informs critical decisions on cash collateral motions, operational budgets, and restructuring
plans, offering forensic accountants the analytical foundation needed to support trustees and
receivers in navigating the nuances of resource allocation and financial planning.

Professional Standards Compliance

The baseline establishment process must also comply with professional standards specific to
forensic accounting. The AICPA's Statement on Standards for Consulting Services No. 1 requires
that forensic accountants maintain objectivity, exercise due professional care, and adequately
plan and supervise engagements. In restructuring cases, this means establishing clear protocols
for data handling, maintaining independence from parties in interest, and ensuring that all work
can withstand scrutiny under the Daubert standard for expert testimony.

For professionals well-versed in these practices, the value of technology like Valid8 lies in its ability
to streamline and enhance each stage of the process, providing faster, more accurate visibility
into the full financial picture and enabling them to effectively tackle the challenges of
restructuring.

VALID R

08


https://www.aicpa-cima.com/resources/download/statement-on-standards-for-consulting-services-no-1
https://www.valid8financial.com/

Section 3: Leveraging Technology for

Restructuring Efficiency

Technology has revolutionized the way forensic accountants approach restructuring cases. Valid8's
platform, powered by Al and advanced analytics, offers tools that not only streamline processes but also
enhance the accuracy and depth of financial insights for restructuring professionals.

Al-POWERED DATA EXTRACTION AND RECONCILIATION

Traditional methods of data collection and reconciliation can be labor-intensive and prone to
error. Valid8's patented algorithms automate these processes, allowing forensic accountants to
process large volumes of financial data quickly and accurately. For example, Brandlin &
Associates, facing challenges with fraudulent transfers and asset recovery, used Valid8 to
reconcile complex financial data, significantly improving efficiency and recovery outcomes in their
restructuring case.
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TRACING FUNDS AND DETECTING IRREGULARITIES

Tracking the flow of funds across nuanced entity structures is often a daunting task. Valid8
simplifies this by automating the detection of undisclosed accounts and following money trails
across multiple entities. In a restructuring case involving Somerset Capital, Valid8 provided the
insights needed to accelerate settlement discussions and maximize recovery, evenin a
challenging, non-bankruptcy context.

TRENDED STATEMENT OF CASH AND HISTORICAL ANALYSIS

Understanding historical cash flow is essential for accurate financial reconstruction in
restructuring. Valid8's cash flow analytics tools provide detailed historical data and enable forensic
accountants to model financial scenarios with a single click. These insights support critical motions
like cash collateral and DIP financing applications, expert testimony, and viability assessments.
The platform's historical analysis capabilities provide the foundation that trustees, receivers, and
financial advisors can build upon for ongoing operational monitoring.

DATA VISUALIZATION FOR LEGALCLARITY

Clear communication is key in restructuring cases, particularly when presenting financial findings
to stakeholders at 341 meetings and creditors' committee presentations. Valid8's data
visualization tools transform complex financial data into easy-to-understand charts, timelines, and
dashboards. These tools help stakeholders grasp the narrative quickly and build confidence in the
process, while supporting forensic accountants in delivering compelling expert testimony.

Section 4: Case Studies in Action

The power of Verified Financial Intelligence is best demonstrated through real-world successes. These
case studies showcase how Valid8's platform empowered financial professionals to overcome intricate
challenges, streamline complex processes, and deliver impactful outcomes in high-stakes restructuring
scenarios.
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A Brandlin & Associates

BRANDLIN

Background

Brandlin & Associates, a trusted financial consulting firm, was appointed to oversee the financial
recovery of a company with significant allegations of fraudulent transfers. The case required a
meticulous review of financial transactions to identify and recover improperly distributed assets,
all under tight court-imposed deadlines.

Challenge

The primary challenge was managing vast amounts of financial data spread across multiple
accounts and formats. Fraudulent transfers were concealed within these records, making it
difficult to trace the flow of funds. Traditional methods of data reconciliation were proving
inefficient, risking delays and missed recovery opportunities.

Valid8 prepared data in less than 24 hours. We identified $4.5 million in
fraudulent transfers and got the client to engage in a more comprehensive
second phase, all within a week.

- Brandlin & Associates

Solution

Brandlin turned to Valid8 for its advanced data aggregation and reconciliation capabilities. The
platform automated the extraction of financial records from bank statements, accounting
systems, and other sources. Valid8's algorithms traced fund flows and flagged discrepancies that
indicated fraudulent activity, enabling Brandlin to focus on critical decision-making rather than
manual data processing.

Outcomes

With Valid8's platform, Brandlin & Associates reduced data reconciliation time by over 50%. The
team successfully identified hidden assets and traced fraudulent transfers with unprecedented
speed. These findings supported court filings, secured greater asset recovery, and strengthened
stakeholder confidence in the restructuring process.

The speed of digitization, transfer match, and one-click to Excel were all critical
to our success but the most impressive aspect of Valid8 is the ease of use.

- Brandlin & Associates
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Somerset Capital

Background

Somerset Capital, a mid-sized investment firm, faced a challenging restructuring scenario within
the cannabis industry—a sector known for its unique regulatory hurdles. Unlike traditional
bankruptcy cases, this out-of-court settlement required innovative strategies to resolve financial
disputes and maximize recovery.

Challenge

The complexity of this case lay in its reliance on fragmented financial records across related
entities. Intercompany transfers, incomplete transaction histories, and the absence of bankruptcy
protections added layers of difficulty. Somerset needed a solution that could quickly provide a
clear financial picture and accelerate settlement discussions.

We are in the business of shortening the time to resolution. The business was
losing money, things were breaking, and we didn’t have the luxury of time to
pursue things to the ends of the earth.

- Somerset Capital

Solution

Valid8's platform provided Somerset with a suite of tools to aggregate, reconcile, and visualize
financial data. Using Valid8's intercompany transfer tracking, the team gained visibility into fund
flows across legal entities. The platform's automated preference payment detection flagged
high-risk transactions, while cash flow analytics informed settlement discussions with actionable
insights.

Outcomes

Somerset Capital expedited settlement discussions, reducing the timeline by several months. The
ability to present clear, visualized financial data during negotiations improved collaboration
between stakeholders. Ultimately, the firm maximized recovery efforts, turning a highly
fragmented financial scenario into a manageable and successful outcome.

Given the documents, there was no way to get a handle on thingsin a
reasonable timeframe that would hold up in Court / Civil suit without Valid8.

- Somerset Capital
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Section 5: The Benefits of Verified

Financial Intelligence

Verified Financial Intelligence transforms how forensic accountants approach restructuring by providing
clear, actionable insights, automating manual tasks, and empowering decision-making. Below, we explore
the key benefits and how they deliver value at every stage of the restructuring process.
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Manually organizing financial data can be time-consuming and prone to errors, especially when
dealing with disparate sources like bank statements, brokerage accounts, and checks. Valid8
automates this process, consolidating data into a single, cohesive view while flagging gaps,
inconsistencies, and missing transactions.

With clean, accurate data at your fingertips, you can eliminate time wasted on manual aggregation
and focus on strategic decision-making. This capability ensures you start every restructuring case
with reliable financial intelligence, avoiding delays caused by incomplete information.
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a Automatically Categorize Transactions and Detect Preference Payments

Identifying preference payments and categorizing transactions are critical for evaluating claims
and ensuring equitable outcomes in restructuring. Valid8 automates the categorization process,
analyzing transactions by type, location, and counterparty. This automation simplifies the
identification of high-risk transfers within the lookback period.

By detecting preference payments efficiently, Valid8 reduces the burden of manual review while
ensuring no critical transaction is overlooked. This functionality is essential for building strong
recovery cases and driving restructuring efforts with confidence.

a See Intercompany Transfers & Transfers Between Accounts
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Complex entity structures often obscure intercompany transfers and fund flows, making it difficult
to track financial activity in restructuring cases. Valid8 provides advanced visualizations that map
the movement of funds between accounts and legal entities. This transparency enables forensic
accountants to see how related entities operate financially and identify potential inefficiencies or
concealed transactions.

This capability is particularly valuable for making informed decisions about consolidation,
recovering assets across the organization, and presenting clear evidence to stakeholders in 341
meetings and creditors' committee presentations.

VALID R
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Quickly Identify Fraudulent Transfers

TRANSFERS
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Fraudulent transfers often appear as gaps or inconsistencies in financial records, making them
challenging to uncover without sophisticated tools. Valid8's platform automatically flags
transactions that appear on only one side of an account, identifying them as "Possible Transfers."
These anomalies are strong indicators of undisclosed accounts or fraudulent activities.

By automating this process, Valid8 empowers forensic accountants to investigate suspicious
transfers quickly and thoroughly, minimizing the risk of missed opportunities to recover assets for
the estate.

a One-Click Historical Cash Flow Analysis

Accurate historical cash flow analysis is foundational for financial reconstruction and forecasting
during restructuring. Valid8 automates the aggregation and organization of transaction-level data
from bank statements and accounting sources, enabling forensic accountants to quickly generate
historical cash flow views and identify trends—without manual calculations or spreadsheet
modeling.

This tool supports the financial analysis required for cash collateral motions, viability assessments,
and DIP financing considerations—equipping forensic accountants with the evidence needed to
inform key restructuring decisions and expert testimony.
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e Supporting Ongoing Financial Oversight

While day-to-day operational monitoring typically falls to trustees, receivers, or financial advisors,
forensic accountants play a critical role in laying the analytical foundation for that oversight.
Valid8's comprehensive analysis capabilities help establish baseline metrics and surface key
indicators that guide ongoing financial evaluation.

By grounding decisions in Verified Financial Intelligence, restructuring professionals can act with
greater speed and confidence—supported by defensible, data-driven insights.

With these capabilities, Valid8 streamlines the most challenging aspects of financial analysis in
restructuring. From automating tedious reconciliation work to delivering actionable intelligence,
the platform empowers forensic accountants to focus on what matters most: uncovering truth,
informing strategy, and supporting successful outcomes.

Transforming Restructuring Outcomes

with Confidence

Restructuring cases are complex and demanding, but Verified Financial Intelligence transforms these
challenges into opportunities for greater efficiency, accuracy, and trust. Valid8's tools empower forensic
accountants to focus on what truly matters—delivering optimal outcomes for creditors, stakeholders, and
courts while supporting trustees and receivers in their critical work.

If you're ready to accelerate your financial intelligence and streamline your restructuring cases, contact
Valid8 today to learn how our VFI platform can make a difference.
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Valid8 Financial is the global leader in Verified Financial Intelligence (VFI). The company's platform
uses Al and patented algorithms to instantly and securely extract, verify, analyze, and visualize
financial evidence. Hundreds of accounting firms, law firms, and government agencies use Valid8's
software on some of the world's most complex, high-profile cases.

www.valid8financial.com
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