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Introduction: The AI Revolution in 
Financial Investigations

The promise of AI in accounting is everywhere. From streamlined bookkeeping to automated 
reconciliations, artificial intelligence is transforming how financial professionals work. But when forensic 
accountants face high-stakes investigations—fraud cases, litigation support, business valuation disputes, 
regulatory audits—many popular AI tools fall frustratingly short.

The difference isn't just about speed or efficiency. It's about the fundamental requirements of forensic 
work: traceability, defensibility, and the ability to reconstruct complex financial narratives from 
incomplete or deliberately obscured data. While general-purpose AI tools excel at routine tasks, they 
often lack the depth and rigor that forensic investigations demand.

This comprehensive guide examines the current AI landscape through the lens of forensic accounting, 
identifying where general-purpose tools succeed, where they fail, and how purpose-built forensic AI 
platforms are filling critical gaps in financial investigations.
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Walk into any accounting firm today, and you'll find AI tools transforming daily workflows. Microsoft 
Co-Pilot helps draft financial memos, OCR platforms like AutoEntry extract data from receipts, and 
reconciliation software like BlackLine matches transactions with impressive accuracy. These tools deliver 
productivity gains for structured, routine accounting work.

While traditional accounting focuses on structured, predictable financial data, forensic accounting 
often deals with more nuanced scenarios. When you're tracing financial flows through multiple 
entities, analyzing handwritten checks from decades-old investigations, or building a defensible 
case for litigation, the requirements become more demanding.

Forensic work requires more than fast insights—you need verifiable evidence that can withstand 
cross-examination. You need tools that can handle incomplete data, identify previously 
undisclosed accounts, and maintain an unbroken chain of evidence from source documents to 
final conclusions.

THE STAKES ARE HIGHER IN FORENSIC WORK

The Current AI Landscape in 
Accounting

Section 1:
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But forensic accounting operates under very different conditions. Understanding where current AI 
tools can help, and where they cannot, is essential for making informed decisions about which 
technologies can actually support investigative work.

The current landscape of AI-powered accounting tools falls into several categories, each with 
specific strengths for everyday accounting tasks.

GENERAL-PURPOSE AI TOOLS: WHAT THEY DELIVER TODAY

Generative AI for Accounting (e.g., Microsoft Co-Pilot, Vic.ai,
SmartVault Accounting Pro)

These tools excel at streamlining accounting processes, drafting memos, creating 
formulas, and generating policy language. They're useful for automating routine 
communications and standardizing documentation. However, they cannot analyze 
complex financial relationships, verify source documents, maintain chain of evidence, 
or detect deliberate deception.

OCR and Data Extraction Platforms (e.g., AutoEntry, Veryfi, DocuClipper,  
1040SCAN)

These platforms have improved efficiency in how accountants handle physical 
documents. They can quickly extract data from bank statements, receipts, and checks, 
eliminating hours of manual data entry. But they struggle with handwritten documents, 
cannot match checks to deposits across multiple accounts, have no fraud detection 
capabilities, and cannot identify suspicious patterns or relationships.

Reconciliation Platforms (e.g., BlackLine, Trintech, various Xero add-ons

These tools help with transaction matching. They can detect duplicates, surface 
exceptions, and automate parts of the reconciliation process for standard accounting 
workflows. Yet they cannot reconcile across multiple entities, have no capability to 
identify undisclosed accounts, cannot trace complex fund flows, and offer limited fraud 
detection capabilities.

https://www.microsoft.com/en-us/microsoft-365/copilot/copilot-for-finance
http://vic.ai/
https://www.smartvault.com/
https://www.autoentry.com/
https://www.veryfi.com/
https://www.docuclipper.com/
https://www.1040scan.com/
https://www.blackline.com/
https://www.trintech.com/
https://www.xero.com/
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These tools offer significant productivity gains for predictable, well-structured financial data in 
environments where financial records are complete and accurate, transactions follow standard 
patterns, all accounts and entities are disclosed, and the goal is efficiency, not investigation.

Forensic accounting introduces additional variables and challenges. Records may be incomplete, 
altered, or deliberately obscured. Transactions may be designed to hide relationships. 
Undisclosed accounts and entities are common. The goal is uncovering truth, regardless of how 
convoluted the circumstances.

THE PROMISE VS. REALITY GAP

When documents are incomplete, when transactions span multiple entities, or when the goal is 
building a comprehensive investigative narrative, general-purpose AI tools reveal their limitations.

WHERE GENERAL-PURPOSE AI FALLS SHORT

Most AI tools are trained on legitimate business transactions and lack the specific knowledge 
needed to identify fraud schemes. Most AI tools designed for productivity fall short of the 
documentation standards required for legal proceedings. They tend to operate in isolation, 
without integrating across data sources, and they don’t support the iterative, hypothesis-driven 
approach that defines forensic investigations.

These tools can identify basic patterns but struggle with the layered, often 
deliberately obscured patterns and complexity found in financial disputes 
requiring forensic accounting analysis.

Financial investigations present unique challenges that general AI tools simply aren't designed to handle. 
Forensic accountants regularly work with messy, incomplete, or deliberately obscured financial records. 
They need to trace funds across multiple entities and accounts, extract meaningful data—sometimes 
from handwritten checks and deposit slips—and build defensible narratives that can withstand legal 
scrutiny.

What Forensic Accountants 
Actually Need

Section 2:
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This requires more than pattern recognition or data extraction—it demands comprehensive 
analysis that maintains the chain of evidence.

General AI tools struggle with several critical forensic requirements. They can't effectively visualize 
complex fund flows across multiple accounts and entities. They have difficulty identifying 
undisclosed accounts or relationships that weren't explicitly documented. Most importantly, they 
can't extract usable data from challenging formats like handwritten checks or maintain the 
document-to-transaction linkage that's essential for courtroom testimony.

• Reconstructing financial flows from fragmented evidence.
• Identifying previously undisclosed accounts.
• Connecting individual transactions back to their source documents in a format that's 

admissible in court. 
• Supporting economic damage calculations and business valuations.

Consider what forensic work actually involves: 

Even AI tools designed for financial investigations often have significant limitations. DocuClipper, 
for example, offers data extraction capabilities for PDFs and statements but falls short in 
delivering the features forensic accountants need for more complex investigative needs. 
FraudFindr focuses on financial abuse detection and case-level review but lacks the 
comprehensive analysis capabilities needed for complex multi-entity investigations and broader 
forensic applications.

These specialized tools represent a step in the right direction, but they typically stop short of 
delivering the full investigative clarity that forensic accountants need. They may excel at specific 
tasks—data extraction, basic pattern recognition, or simple reconciliation—but they don't provide 
the integrated, end-to-end analysis that transforms raw financial data into actionable intelligence.

Most importantly, they often lack the visual fund flow tracing capabilities that are essential for 
understanding complex financial relationships, the document-to-transaction linkage required for 
legal admissibility, and the entity-level reconciliation across multiple accounts that characterizes 
sophisticated fraud schemes.

WHERE SPECIALIZED TOOLS STILL FALL SHORT

https://www.bonadio.com/services/advisory-consulting/advisory-services/fraud-forensics/fraudfindr-forensic-accounting-software/
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This is where purpose-built forensic platforms  like Valid8 stand apart, built to deliver the precision, 
traceability, and speed that high-stakes investigations demand. Rather than trying to adapt 
general-purpose tools for forensic work, these platforms are built from the ground up to handle the 
unique challenges of financial investigations.

Valid8 is leading a new class of technology: Verified Financial Intelligence (VFI). The platform addresses 
the specific pain points that forensic accountants face daily. It can match checks and deposits to bank 
transactions, even when dealing with handwritten documents or poor-quality scans. It also automatically 
flags missing or incomplete banking data, helping investigators identify gaps in the financial record that 
require further investigation.

Perhaps most importantly, Valid8 can reconcile financial activity across multiple accounts and entities, 
identify potential undisclosed accounts through transfer analysis, and visualize complex fund flows in 
ways that make investigative findings clear and defensible. 

Where Purpose-Built Forensic 
AI Makes the Difference

Section 3:
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The platform produces source-linked outputs that maintain the chain of evidence required for 
litigation or regulatory proceedings.

This isn't automation for automation's sake—it's forensic-grade AI that transforms chaos into 
clarity while maintaining the rigor and traceability that forensic work demands.
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Section 4: Case Study - Valid8 in Action

Case Studies in ActionSection 4:

The power of purpose-built forensic AI is best demonstrated through real-world applications. The 
following case study, based on an investigation conducted by global consulting firm J.S. Held, 
illustrates how the right AI tools can transform both the efficiency and effectiveness of forensic 
investigations.

High schools often manage sizable budgets with limited financial staff, increasing the risk that too 
much control rests with a single individual.. Such was the case at a high school for at-risk youth, 
where a junior employee in the finance department noticed a depleted brokerage account and 
alerted leadership.

The head of finance was suspected of embezzlement. After the high school alerted authorities, the 
suspect was taken into custody.. The high school subsequently filed an insurance claim, as they 
had an insurance policy to protect them against employee fraud. The insurance company then 
turned to global consulting firm J.S. Held to  investigate and quantify the extent of the damages.

THE CHALLENGE: NONPROFIT SCHOOL EMBEZZLEMENT INVESTIGATION

J.S. Held

The investigation faced several significant challenges. The case involved approximately 20,000 
transactions across 10 different accounts over a 5-year period. Evidence included bank 
statements, brokerage statements, credit card records, and nearly 1,000 check images—many of 
which were handwritten. The insurance company required rapid resolution to process the claim 
and determine coverage amounts. All findings needed to meet the evidentiary standards required 
for both insurance proceedings and potential criminal prosecution.

transactions
20,000

check images
1,000

different accounts
10

https://www.valid8financial.com/client/chapter-11
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J.S. Held recognized that manually investigating this volume of banking evidence would be 
inefficient and time-consuming. Instead, they turned to Valid8's Verified Financial Intelligence 
platform, which was specifically designed to handle the unique challenges of forensic 
investigations.

The Valid8 platform processed all financial data within 24 hours of upload through automated 
extraction, quality control algorithms, and automatic data organization. One of the most 
impressive capabilities demonstrated in this case was Valid8's ability to process and match check 
images. The platform successfully processed approximately 1,000 check images, including many 
that were handwritten, revealing full payee details for every check. Checks were automatically 
matched to corresponding bank transactions, instantly revealing transfers the suspect made into 
his personal bank and brokerage accounts.

The platform's transfer matching capabilities proved crucial to the investigation. Patented 
algorithms automatically identified money leaving one account and arriving in another, 
supporting identification of undisclosed accounts. The system identified patterns of fraudulent 
transfers that might have been missed in manual analysis, and visual representations showed the 
flow of funds between accounts, making the scheme's operation immediately apparent.

THE VALID8 SOLUTION

The results of using Valid8's platform were dramatic: data preparation that would have taken 
weeks manually was completed in less than 24 hours. Major findings were identified within days 
versus months. The total investigation time was approximately one week from start to finish.

RESULTS AND IMPACT

TRADITIONAL VS. AI-ENHANCED WORKFLOW 

VSMANUAL
WORKFLOW

AI-ENHANCED
WORKFLOW

Extraction Organization

Analysis Categorization

Analysis

Extraction
organization

categorization

AI
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Over $7 million in stolen funds were identified. Every transaction was linked back to original 
banking evidence, making it simple to prepare reports that would withstand courtroom scrutiny. 
Comprehensive analysis of all 20,000 transactions ensured no fraudulent activity was missed. 
The investigation was completed at a fraction of the cost that would have been required using 
manual methods, while delivering superior results.

Ken Feinstein, Managing Director at J.S. Held, summarized the impact:

We had years and years of statements and check images. This is where Valid8 is 
immensely helpful in getting these projects done quicker and cheaper. Having 
the reconciliation feature is key in making sure everything is not just faster,
it’s also completely accurate.

“
”

The key is understanding what AI can and cannot do," Chee explains. "AI excels 
at processing large volumes of data and identifying patterns, but it cannot 
establish intent or understand the nuanced context that’s often crucial in fraud 
investigations.

“
”

Expert Insights on AI in 
Forensic Accounting

Section 5:

To understand the practical implications of AI in forensic accounting, we spoke with three experts who 
are navigating this evolving landscape daily. Their insights reveal both the opportunities and challenges 
that forensic professionals face when integrating AI into their practice.

Emily Chee, Director of Risk and Forensic Services at Crowe MacKay, brings over 13 years of 
experience in financial fraud investigations. She emphasizes that AI should supplement, not 
replace, traditional forensic accounting methods.

Chee notes that AI adoption is accelerating rapidly—an estimated 60% of forensic accounting 
companies already use AI-powered tools—but human oversight remains essential. "AI is not going 
to make us lose our jobs. At the end of the day, there still needs to be a human to review the 
findings. You should understand how it uses your data, what it does, and whether the outcome is 
accurate."

EMILY CHEE ON DATA ANALYTICS AND AI IMPLEMENTATION
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Clay Kniepmann, a forensic accountant at Anders CPAs & Advisors, focuses on the practical 
integration of AI tools into existing workflows. He emphasizes maintaining a traditional approach 
to financial fraud investigation while using AI tools to improve speed and efficiency.

Kniepmann recommends that forensic professionals maintain their investigative independence 
and use AI to enhance rather than replace their analytical capabilities. "As it stands right now, AI is 
an extremely powerful tool and we're trying to figure out how that tool will best fit into our tool 
bag."

CLAY KNIEPMANN ON PRACTICAL AI APPLICATIONS

Ray Sang, founder of Chipmunk Robotics and an expert in forensic technology, provides 
perspective on how emerging technologies are reshaping fraud detection. Where smart log analysis 
previously took a month or two with a team, he says it can now be done in real-time with AI.

RAY SANG ON EMERGING TECHNOLOGIES

Hand-keying in the data, you'd probably get about 85% accuracy," Kniepmann 
says. "With AI tools, you’re up to 99%, sometimes 100% accuracy, depending on 
the image quality you’re starting with. AI can make your investigations more 
efficient and accurate and help you find things that traditional data analysis 
methods may miss.

“
”

Right now, it’s very popular to build an AI pipeline on top of transactional 
system logging mechanisms," Sang says. "AI can quickly enable a real-time 
monitoring system out of a live log to alert you immediately about suspicious 
transactions and provide intelligible insights.

“
”

Sang also emphasizes the importance of understanding AI limitations, particularly around bias 
and context. "For forensic accounting in particular, AI can identify suspicious patterns for fraud, 
but AI often can't establish intent. That intent component is critical for fraud investigation or 
forensic accounting engagements. AI systems can help, but it's really still up to the professionals 
to establish it."
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Section 6: Comparing AI Tools for Forensic Work

Comparing AI Tools for 
Forensic Work

Section 6:

To illustrate the stark differences between general-purpose accounting AI tools and Valid8’s VFI platform, 
we've developed a comprehensive comparison matrix that highlights key capabilities forensic 
accountants need in their investigations. This analysis reveals significant gaps in general AI tools and 
demonstrates why specialized platforms have become essential for serious forensic work.

COMPREHENSIVE TOOL COMPARISON MATRIX

Capability Generative AI OCR/Data
Extraction

�

(e.g., ChatGPT, 
Copilot)

(e.g., AutoEntry, 
Veryfi)

(e.g., BlackLine, 
Xero add-ons)

(e.g., Valid8)

�

Reconciliation
Tools

�Extract data from 
PDFs/images

Flag duplicate
transactions

Forensic AI

�

� � � �

� � LimitedReconcile across 
accounts/entities

Visualize fund flow

�

� � � �

� � �Match 
checks/deposit
slips

Identify undisclosed 
accounts

�

� � � �

� � �Tie transactions to 
source docs

Produce 
court-admissible
reports

�

� � �Interpret red flags 
in context

�
Human-required

� � � �



Section 6: Comparing AI Tools for Forensic Work

15

The matrix highlights the gap, but the stakes become clearer when heard directly from 
professionals in the field.

The 80/20 Problem Emily Chee, Director of Risk and Forensic Services at Crowe MacKay, notes 
that general-purpose AI tools can handle about 80% of routine accounting tasks effectively, but 
the remaining 20%—which includes most forensic requirements—represents the most critical 
capabilities for investigative work.

This fundamental difference in evidence requirements explains why general-purpose AI tools, no 
matter how sophisticated, cannot simply be adapted for forensic use.

The Evidence Standard Gap Clay Kniepmann, a forensic accountant at Anders CPAs & Advisors, 
emphasizes the importance of evidence standards in forensic work.

EXPERT ANALYSIS: WHAT THE COMPARISON REVEALS

Based on this analysis, forensic accountants can get by using general-purpose AI tools for drafting 
routine correspondence, extracting data from clean standard documents, creating initial 
document summaries, and generating report templates. However, for investigative analysis, 
purpose-built forensic AI platforms become essential for multi-entity financial analysis, complex 
reconciliations, fraud pattern detection, and court-ready evidence preparation.

RECOMMENDATIONS FOR FORENSIC PROFESSIONALS

The challenge isn’t that these tools are bad," Chee explains. "It’s that they're 
designed for a different use case. When you’re dealing with fraud, that last 20% 
of capability often determines whether you can solve the case or not.

“
”

In a routine accounting context, if your software makes a mistake, you correct 
it and move on. In forensic work, if you can’t prove exactly how you reached a 
conclusion, your entire analysis can be thrown out in court.

“
”



Despite AI's remarkable capabilities, human expertise remains non-negotiable in forensic investigations. 
AI is a powerful tool, and should never operate unchecked in high-stakes environments where 
professional judgment, legal standards, and ethical considerations are paramount.
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Where AI Stops and Forensic 
Expertise Begins

Section 7:

The risks of over-reliance on AI are real and consequential in forensic investigations. "Black-box" 
conclusions that can't be explained or validated undermine the credibility of forensic findings. 
Potential bias in AI algorithms can lead to false positives or missed red flags. Most critically, AI 
findings that don't meet legal or professional admissibility standards can jeopardize entire cases.

In forensic work, every conclusion must be explainable to multiple audiences: clients, opposing 
counsel, judges, and juries. AI tools that provide answers without clear explanations of their 
methodology create significant risks for forensic professionals. Emily Chee emphasizes this point:

THE CRITICAL IMPORTANCE OF PROFESSIONAL OVERSIGHT

The Automation Bias Risk Automation bias occurs when humans over-rely on automated 
systems and fail to apply appropriate skepticism to AI-generated results. In forensic investigations, 
this can lead to accepting false positives without adequate investigation, missing fraud patterns 
that fall outside AI training parameters, failing to consider alternative explanations for suspicious 
activity, and overlooking contextual factors that AI cannot assess.

The Context Problem AI systems excel at pattern recognition within their training parameters but 
struggle with contextual understanding that comes naturally to experienced forensic 
professionals. A transaction pattern that appears suspicious in one industry might be completely 
normal in another. The same transaction might be completely legitimate at one point in a 
company's lifecycle but highly suspicious at another. Understanding the human relationships and 
business dynamics behind financial transactions often requires insights that go beyond what AI 
can detect in financial data alone.

AVOIDING THE PITFALLS OF OVER-RELIANCE

If you can’t explain to a judge exactly how your AI tool reached a specific 
conclusion, then that conclusion is essentially worthless in a legal context.“ ”
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Successful integration of AI into forensic investigations requires careful attention to maintaining 
human oversight and professional judgment. Every AI-generated finding should be subject to 
human validation using established protocols. Primary source verification, methodology review, 
alternative hypothesis testing, and sampling and testing ensure accuracy.

Clay Kniepmann provides valuable insight:

The most effective forensic investigations use AI to enhance human capabilities rather than 
replace human judgment. AI can process vast amounts of data quickly and identify patterns that 
might be missed in manual review, but humans must interpret those patterns within appropriate 
context.

BEST PRACTICES FOR AI INTEGRATION

EVALUATING AI TOOLS FOR YOUR PRACTIC

As it stands right now, AI is an extremely powerful tool and we’re trying to figure 
out how that tool will best fit into our tool bag. The key is remembering that 
we’re still the craftspeople—AI is just giving us better tools to do our work.

“
”

Building Your Forensic AI 
Strategy

Section 8:

Successfully integrating AI into your forensic accounting practice requires a strategic approach that 
balances innovation with the fundamental requirements of investigative work. The key is developing a 
framework that enhances your capabilities while maintaining the professional standards and evidentiary 
requirements that define forensic accounting.

Start by clearly defining your needs.

Consider the types of cases you handle most frequently, the volume of data you typically 
process, and the specific pain points in your current workflow. 

Understand your requirements.

Not every AI tool will be appropriate for every practice, and understanding your specific 
requirements will help you make informed decisions about which technologies to adopt.
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Begin with a pilot program using a single tool for a specific type of case. This allows you to 
understand the tool's capabilities and limitations without disrupting your entire practice. 
Document everything about your experience, including time savings, accuracy improvements, and 
any challenges you encounter. If possible, you can consider using AI on a case you’ve already 
completed so that you can compare your traditional process against your new AI-infused process.

Train your team thoroughly on both the capabilities and limitations of any AI tools you adopt. 
Everyone should understand not just how to use the technology, but when it's appropriate to use 
it and when human judgment should take precedence.

Establish clear protocols for validating AI-generated results. Every finding should be subject to 
human review, and you should be able to explain exactly how you reached your conclusions, 
whether they came from AI analysis or more manual methods.

IMPLEMENTATION ROADMAP

The AI landscape is evolving rapidly, and the tools available today will continue to improve. Stay 
informed about developments in forensic-specific AI applications, but don't feel pressured to 
adopt every new technology that emerges. Focus on solutions that demonstrate clear value for 
your specific needs and maintain the professional standards your clients expect.

Consider the long-term sustainability of any AI tools you adopt. Evaluate the vendor's 
commitment to ongoing development, their understanding of forensic requirements, and their 
ability to support your practice as it grows and evolves.

AI is a tool to enhance your expertise, not replace it. The most successful forensic accountants 
will be those who can effectively combine the power of AI with their professional judgment, 
investigative skills, and deep understanding of financial fraud.

FUTURE-PROOFING YOUR FORENSIC CAPABILITIES

Evaluate your options.

When evaluating AI tools, prioritize those that maintain evidentiary standards, can explain their 
methodology clearly, integrate with your existing workflows, and have been specifically 
designed for forensic applications. 

Be wary of “general-purpose tools.”

Tread cautiously around tools that promise to solve all your problems—forensic work has 
unique requirements spanning fraud detection, litigation support, business valuation, and 
regulatory compliance that often need specialized solutions.
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The Future of AI-Enhanced Forensic 
Accounting

The integration of AI into forensic accounting represents both tremendous opportunity and significant 
responsibility. When used appropriately, AI can dramatically improve the speed, accuracy, and scope of 
financial investigations while helping forensic accountants focus their expertise on the most critical 
aspects of each case.

However, successful implementation requires more than just adopting new technology. It demands 
choosing tools that enhance rather than replace human expertise, maintaining clear standards for 
evidence and methodology, and preserving the professional judgment that remains essential for 
understanding the stories behind financial data.

The future belongs to forensic accountants who can effectively harness AI's power while maintaining the 
investigative rigor and professional skepticism that make their work valuable. The key is approaching 
these opportunities with both enthusiasm for innovation and respect for the fundamental principles that 
make forensic accounting a trusted profession.

Ready to transform your AI stack into a 
forensic-ready workflow? 

Valid8 helps forensic accountants convert unstructured financial data into organized, defensible 
intelligence—fast. Contact us to see how purpose-built forensic AI can enhance your investigative 
capabilities while maintaining the rigor your profession demands.

https://www.valid8financial.com/request-demo


www.valid8financial.com

Valid8 Financial is the global leader in Verified Financial Intelligence (VFI). The company's platform 
uses AI 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

