
Know your data 
forward, backward, 
and sideways. 
The 2015 business analyst’s 
guide to big data analytics.

The above statement about 
data is used within marketing 
collateral for one of the largest 
software analytics companies 
that focuses on big data. But 
nothing could be more true when 
it comes to dealing with data 
files regarding a legal matter. 

A popular catch-phrase from 
the movie Get Smart based on 
the early days of sitcom was 
“Sorry about that, Chief”, after 
a blunder by agent Smart. Or 
from today’s sitcom Arrested 
Development where we hear 
the words “I’ve made a huge 
mistake.”  

These are not phrases you 
would want to to hear from 
your financial experts. Unless, 
of course, it is muttered by 
opposing counsel’s team after 
cross examining their expert 
witness. Ideally after you 
highlight several unexplainable 
discrepencies within their 
supporting data.

Consider a hypothetical investigation 
or dispute similar to cases you have 
previously worked on. It could be a 
business interruption insurance claim, a 
purchase price dispute, a whistleblower 
investigation alleging fraud, or a regulatory 
compliance matter. You represent a client, 
who has engaged you to help investigate 
the matter or settle the dispute. Initial 
legal actions have already been taken 
to address the event that occurred, or 
business transaction that did not turn out 
as planned.  

Your tasks, among other things, include 
interviewing participants. This will hopefully 
provide the back-drop for estimating the 
potential economic harm needed to file a 
formal complaint or respond to an action. 
However, at the heart of the matter will 
be financial and operational data that 
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You Receive Some Data 
Files… So Now What?

Get Smart 
FORENS ICALLY  SPEAK ING  … FOR  THE  L I T IGATOR

FINANCIAL AND OPERATIONAL DATA THAT IS AT THE CENTER OF NEARLY EVERY INDEPENDENT INVESTIGATION AND COMMERCIAL DISPUTE
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will need to be thoroughly sifted through, 
examined and evaluated to defend or prove 
your case. 

You have already completed initial 
pleadings with the court and had 
preliminary discussions with opposing 
counsel. Your team has completed a 
high-level assessment and discussed 
potential early settlement scenarios with 
your client, none of which are viable. There 
is no current motion to dismiss. The gamut 
of discovery tasks — interrogatories, 
depositions and potential plans for 
expert witnesses – are moving ahead. It 
is “game on!”  Your client’s IT shop has 
been contacted and asked to provide you 
with 5+ years of financial and operational 
information pertaining to the matter. You 
expect to receive similar information from 
the opposing party’s 3rd party outsourced 
vendor. Let’s assume there are no chain-
of-custody related concerns or issues. You 
receive some data files … so now what? 

Organizations these days have no shortage 
of information, especially electronic data. 
An undefined and unfocused request could 
lead to a production containing a plethora 
of unnecessary documents. Be prepared. 
The saying “be careful what you wish for” 
comes into play when requesting data files 
regarding a commercial litigation matter. 
Data produced will arrive in one of two 
formats — unstructured or structured. 
In some instances, you will need to 
take a detailed look at e-mail and other 
correspondence. These are examples of 
unstructured data. Overall the relevant 
financial and operational data files will 
be found within the structured data, as 
this is where you will find the numbers, 
allowing for further quantification. The 
following paragraphs provide a primer 
regarding unstructured and structured data. 

Technopedia defines unstructured data as 
that which does not have a recognizable 
structure — unorganized, raw and either 
non-textual or textual. E-Mail and text 
messaging are classic examples of 
textual data. There may be components 
of structure such as time, date, recipient, 
sender and subject, but the body of the 
document is not structured data. This 
holds true for typical e-mail attachments 
as well, such as Microsoft Word (.doc), 

Microsoft Powerpoint (.ppt), Adobe (.pdf) 
or other standard formats. Audio, video 
and image files are also unstructured, as 
are data residing in customer relationship 
management (CRM) applications, and 
social media such as Facebook, Twitter or 
Linked-In. 

In a post to the SmartDataCollective 
online community, Michele Nemschoff, 
Vice-President at MapR Technologies, 
refers to unstructured data as “that 
which either does not have a pre-defined 
data model and/or is not organized in a 
pre-defined manner.” She further states 
that “in contrast structured data can be 
easily organized … it is clean, analytical 
and usually stored in databases.” 
Nemschoff provided the high-level diagram 
within the article (see left side of this 
page schematic) with the post depicting 
unstructured and structured data. 

PC Magazine defines structured data as 
that residing in fixed fields within a record 
or file, such as relational databases 
(.accdb, .dbx, .nsf files) or spreadsheets 
(.xls, .wkx, .csv files, etc.). That definition 
also includes XML files, which are not 
fixed in location like traditional database 
records, but the data is tagged and 
can therefore be identified. These are 
examples of the types of data files that 
ideally client IT shops, 3rd parties and 
opposing parties provide.

There has been much discussion about 
the commoditization of eDiscovery and 
data forensics services. A recent article in 
Bloomberg BNA by David Carns from Legal 
Discovery, LLC states that “The vendors 
and software that perform the major steps 
of the middle of the Electronic Discovery 
Reference Model (“EDRM”) (processing, 
review, analytics and production) 
are functionally interchangeable and 
indistinguishable from other vendors 
and products in the industry. Therefore, 
and while it might raise the ire of many 
eDiscovery vendors to say so, it is fair to 
argue that the middle of the EDRM has 
become a commodity.” This seems to 
be the trend as it relates to unstructured 
data, where discussions often focus on the 
capabilities related to handling hundreds of 
gigabytes (GBs) or even terabytes (TBs)  
of information. 
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— The Book by: Terry Bisson

In an article “Hunting for Data: 
Uncovering the Hidden Gems of 
Structured Data” Amy Dove from IE 
Discovery, Inc. states: 

Structured data is often part of 
the information that is relevant 
to a matter … this type of data 
may contain a treasure trove 
of information that can be very 
valuable to a litigator. The trick 
lies in knowing what to look 
for, then mining the information 
for precious nuggets that can 
inject new perspective and 
solid evidence into your case. 

NOTE: Structured data is where the 
numbers are found!

From Nemschoff article: The 
Executive’s Guide to Big Data & 
Apache Hadoop written by Robert 
D. Schneider. 
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Structured data can also become 
voluminous, and volume of data is an 
important component to consider. But 
the most important component is to 
obtain a solid understanding of the 
client’s business environment and the 
corresponding processes, systems and 
applications that relate to the data 
pertinent to your matter. The diagram 
above depicts the the types and levels 
of information and data that should be 
available and understood  
by you and your financial experts, and  
how volume can enter the equation as  
a consideration.

It is rare that a client IT shop will have 
the knowledge, capability or capacity to 
provide you with the precise data and/
or the roadmap to help you navigate the 
myriad of interrelated information specific 
to your matter. It is a certainty this won’t 
be received without adequate discussions 
prior to requesting the data. It is also 
unlikely that the depth of information 
necessary for analysis on more complex 
matters will be self contained within 
the Level 1 or Level 2 data, described 
above. Level 3 data consisting of source 
documents, transaction details and logs 
will more often than not be required to help 

validate your case or to help counter that 
of your opposition. The volume of Level 3 
data often becomes an issue, potentially 
impacting the project team in terms of 
storage, processing, review and analysis. 
Assuming none of these issues exist, 
how do you address the question of “You 
receive some data files … so now what?”

Structured Business Data: 
Levels vs. Volumes

Consolidated fi nancial statements most often do not present fi nancial information at the level
of detail necessary for resolving the majority of disputes or investigations (Level 1). 
Undertstanding data relationships within and amongst the various data levels provides you with 
knowledge to pinpoint the correct source of information and create analyses necessary to answer 
the critical questions at issue (Level 2 & 3) .

Level 1
 
Annual Reports, Consolidated Income 

Statements, Balance Sheets, 
Statements of Changes, Cashfl ows,...

Level 2 
Subsidiary Entity Financials, General Ledgers, 

Customers & Sales Journals, Accounts Receivable and 
Accounts Payable Systems, Cost Accounting Systems, 
Payroll Systems, Budgeting Systems, Operational Data/

Statistics/Reports,...

Level 3
Source Documents, Transactions and Logs including: Purchase Orders, 
Agreements/Contracts, Invoices, Inventory Listings, Tax Forms, Checks 

& Wire Transfers, Time Cards, Credit/Debit Memos (Write-Offs), 
Expense Reports, Warranties & Claims, Attendees Lists, Stock Prices 

& Trades, Audit Logs, ...

Data fl ows from 
detailed to summary 

levels

Data volumes signifi cantly 
increase from summary to 

detail levels

# of  Records
1 (one)

10s (Tens)

100s (Hundreds)

1000s (Thousands)

1,000,000,000s +
(millions & Billions)



7 Critical Next Steps — 
After Receiving Data Files:

1. What? Log and index what is received. 
Open, read and test file capabilities. 
Review associated record layouts and data 
definitions. Why? It is often a requirement 
as part of “chain of custody” standards 
to keep track of and document data and 
other information received. It is certainly 
a best practice. In addition, it is common 
that technical errors occur during data 
conversions or transfers, as well as, errors 
of omission and/or misunderstandings 
when producing file extracts. Also, if 
applications or systems periodically 
change, and associated documentation 
and descriptions may not be complete 
or are out of date. It is important to 
communicate early on with parties 
producing the data, so that corrective 
actions can be taken and to avoid potential 
delays in project timelines.

2. What? Tie-out and reconcile file control 
totals to summary reports, such as annual 
statements or sub-ledgers. Why? You will 
generally use data from various sources 
as part of your analysis, investigation and/
or modeling effort. Mapping the critical 
data among sources up-front significantly 
reduces questions and errors during later 
steps. Essential when working with data 
sets spanning multiple time frames.

3. What? Understand characteristics 
about the critical data elements. Determine 
the consistency and quality of the data 
(e.g. are days missing, are codes changing 
from year to year, are fields blank or 
zeroed filled, etc.) Run reports that provide 
demographics/metrics. Why? Knowing 
the completeness and condition of the 
data is essential for any modeling work, in 
particular where calculations and formulas 
are based on records/transactions that 
contain missing or inconsistent coding to 
what is expected. This type of data could 
potentially impact results. Therefore, it 
should be identified, acknowledged and 
accounted for with proper footnoting in the 
event of a report.

4. What? “Get your hands dirty”. 
Perform data comparisons. Look for data 
anomalies. Review max/min amounts 
within numeric fields — do they make 
sense? For large data sets consider 
using Benford’s law for comparatives. 
Why? Outliers of data are often errors 
or exceptions, but are also prime “red 
herrings” that can lead to additional 
information as part of an investigation  
or dispute.  

5. What? Think about case specific 
scenarios. Evaluate how the data fits into 
your case. Why? Avoid the potential risk of 
unnecessary efforts, especially if the data 
does not address the central issues in the 
case or is not available. Essential when 
working with high volumes of data and 
when spanning multiple time frames. 

6. What? Resolve discrepancies and 
questions with data owners. This may also 
lead to supplemental data file requests. 
Why? Time frames associated with 
data requests are often limited, and the 
availability of key resources may also be 
limited. It’s a “best practice” to get key 
questions and issues resolved early on. 

7. What? Establish internal protocols 
to manage the data — backup, version 
control, etc. Why? Good housekeeping. 
It is also especially important for projects 
that involve multiple parties, data from 
various sources and projects that have 
an extended time frame. Networks and 
laptops seem to “crash” at the most 
inopportune times. Better to be safe  
than sorry.

Taking this prescribed course of action 
and completing these steps will provide 
you with insights to help you understand 
the data and gauge its overall quality and 
depth. Knowing this information should 
provide you with an initial risk barometer 
for your case. The condition of the data 
also provides you with an early indication 
as to the viability of performing quantitative 
analysis or developing economic models 
that can address the critical issues of your 
case — and the topic of the next article in 
our series, Get Smart: Part 3 called Data 
Modeling: 101. 

4

Trust, but Verify.

— Ronald Reagan

a form of advice which 
recommends that while a 
source of information might be 
considered reliable, one should 
perform additional research to 
verify that such information is 
accurate, or trustworthy. 

During the 1980s President Ronald 
Reagan often referred to the 
proverb “trust, but verify” when 
discussing U.S. relations with the 
Soviet Union.  

Nothing could be more true when 
it comes to dealing with data 
files regarding a legal matter. 
Many sophisticated econometric 
models brought forth through an 
expert report have been tainted or 
determined as untenable due to 
errors, which are a consequence 
for the lack of due diligence 
and due care in validating the 
underlying data. Tasks related to 
providing the necessary levels of 
quality assurance are cornerstone 
components of the Stout Risius 
Ross approach.

About SRR
Stout Risius Ross (SRR) is a 
premier global advisory firm 
specializing in Investment 
Banking, Valuation & Financial 
Opinions, and Dispute Advisory 
& Forensic Services. We serve 
a range of clients from Fortune 
500 corporations to privately held 
companies in numerous industries 
around the world. Our clients and 
their advisors rely on our premier 
expertise, deep industry knowledge, 
and unparalleled responsiveness 
on complex financial matters.  
For more information, visit www.
SRR.com, follow us on Twitter @
StoutRisiusRoss, and/or connect 
with us on LinkedIn.
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This article is intended for general information purposes only and is not intended to provide, and should not be used in lieu of, 
professional advice. The publisher assumes no liability for readers’ use of the information herein and readers are encouraged to seek 
professional assistance with regard to specific matters. All opinions expressed in these articles are those of the authors and do not 
necessarily reflect the views of Stout Risius Ross, Inc. or Stout Risius Ross Advisors, LLC.


