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Introduction
Financial shenanigans are accounting or disclosure practices that create a misleading impression of
economic performance, financial position, or cash generation. They can include premature or fictitious
revenue, aggressive capitalization, reserve manipulation, misleading classification, or one-time
transactions presented as sustainable operations (Schilit et al., 2018). Applying this framework to
Hewlett-Packard requires careful separation between general forensic-accounting risk and
documented findings. A large technology company naturally faces complex revenue recognition,
subscription, channel, acquisition, restructuring, impairment, and estimate issues, but complexity
does not prove manipulation. The most significant historical context is Hewlett-Packard’s 2011
acquisition of Autonomy and the later litigation over Autonomy’s pre-acquisition accounting. Hewlett-
Packard recorded an approximately $8.8 billion impairment in 2012 and attributed a substantial
portion to alleged accounting improprieties and disclosure failures. Subsequent civil, regulatory, and
criminal proceedings produced different outcomes for different parties. By 2026, SEC filings for
Hewlett Packard Enterprise Company (HPE) continued to report a major U.K. civil judgment against
the estate of former Autonomy chief executive Michael Lynch, while separate U.S. criminal
proceedings had ended in acquittal for Lynch and Stephen Chamberlain in 2024 (HPE, 2026).

Forensic Accounting Requires Evidence, Not
Suspicion
The seven-shenanigan framework is useful only when it is treated as a method for asking questions
rather than a list of accusations. A rise in receivables may reflect premature revenue, but it may also
result from growth, billing cycles, acquisitions, or customer mix. A capitalized software cost may hide
an expense, or it may satisfy accounting requirements because the expenditure creates future
economic benefit. Analysts therefore need transaction-level evidence, multi-period comparison, cash-
flow reconciliation, contract review, footnote analysis, and independent confirmation. Schilit et al.
(2018) emphasize patterns such as earnings diverging from operating cash flow, unusual quarter-end
activity, recurring “nonrecurring” adjustments, and unexplained estimate changes. The reporting
entity also matters. The historic Hewlett-Packard Company separated in 2015 into HP Inc. and Hewlett
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Packard Enterprise, and Autonomy-related litigation has been carried through successor entities.
Statements about “HP” can become inaccurate when they combine conduct by pre-acquisition
Autonomy, decisions by the acquiring Hewlett-Packard Company, and later disclosures by HP Inc. or
HPE. Sound forensic analysis therefore identifies the company, transaction, accounting period, and
authoritative finding before drawing conclusions.

Revenue Recognition and the Autonomy
Allegations
The first two shenanigan categories concern recording revenue too early and recording revenue that
lacks genuine economic substance. Technology companies can face risk around quarter-end software
licenses, reseller agreements, side letters, acceptance clauses, cancellation rights, hardware bundled
with software, and reciprocal transactions. These issues became central to the Autonomy dispute.
U.S. regulators and prosecutors alleged that certain pre-acquisition Autonomy transactions involved
improper accounting practices, including arrangements affecting the classification and timing of
revenue. The SEC’s 2016 settlement with a former Autonomy U.S. executive described conduct
connected with meeting financial targets, while later U.K. civil proceedings examined a much broader
set of transactions (SEC, 2016; HPE, 2026). The appropriate lesson is procedural. Analysts should
trace suspicious sales from contract to invoice, delivery, acceptance, cash collection, credit memo,
and any related agreement. Customer confirmations and subsequent collections are stronger
evidence than internal summaries. Revenue growth that greatly exceeds cash collection or receivable
growth that lacks a business explanation can be a warning, but no ratio by itself establishes fraud.
The transaction’s economic substance remains decisive.

One-Time Items, Capitalization, Reserves, and
Impairment
Other shenanigan categories concern making ordinary performance look stronger by classifying
temporary gains as recurring, shifting current expenses into later periods, hiding losses through
estimates, or accelerating future costs into an already weak period. These risks are particularly
important after acquisitions because purchase accounting creates goodwill, acquired intangible
assets, restructuring charges, and estimates that depend heavily on expected future cash flows.
Hewlett-Packard’s large Autonomy impairment demonstrates the consequence of a purchase price
that could no longer be supported by revised expectations, although the impairment itself does not
prove that Hewlett-Packard had previously falsified expenses or knowingly overvalued the business.
Forensic analysis should examine useful lives, impairment assumptions, restructuring reserves,
recurring exclusions in non-GAAP measures, and whether charges classified as exceptional continue
year after year. Reserve balances should also be tracked because an excessive liability created in a
weak period can later be released to improve earnings. Schilit et al. (2018) describe this as a classic
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smoothing risk. The accounting question is not whether estimates changed, but whether the original
and revised assumptions were reasonable, documented, and consistently applied.

Autonomy Litigation and the Need for Precise
Legal Language
The Autonomy case illustrates why legal outcomes must be described with precision. In 2022, the
English High Court found substantially in favor of claimant companies associated with HPE in civil
proceedings against Michael Lynch and Sushovan Hussain, concluding that the claimants had
established extensive misconduct connected with Autonomy’s pre-acquisition accounting (High Court
of Justice of England and Wales, 2022). HPE’s 2026 SEC filing reports that the High Court later
determined damages and, on March 24, 2026, entered a total judgment against the Lynch estate of
approximately $1.24 billion after interest, currency effects, and offsets. The same filing states that in
August 2026 the Court of Appeal denied permission to appeal on fourteen of eighteen issues, leaving
a narrower appeal focused mainly on damages calculation and currency treatment (HPE, 2026). These
civil findings coexist with a different criminal outcome: Lynch and Stephen Chamberlain were
acquitted by a U.S. jury in June 2024. Civil and criminal cases use different parties, causes of action,
burdens of proof, and evidentiary records. A responsible academic analysis therefore reports each
result separately rather than treating one proceeding as automatically cancelling another.

Due Diligence and Acquisition Governance
The case also raises questions that go beyond whether pre-acquisition accounting was misleading. An
acquirer is responsible for evaluating revenue quality, cash conversion, customer concentration,
recurring versus nonrecurring sales, hardware resale, margins, intellectual property, management
representations, and the assumptions embedded in valuation. Software businesses can attract high
multiples because much of their expected value depends on future growth and intangible assets,
which makes due diligence especially sensitive to the quality of reported recurring revenue. Boards
should understand which assumptions drive the price and how valuation changes under lower growth,
weaker margins, or slower customer retention. Contract sampling, customer confirmation, analysis of
quarter-end transactions, and reconciliation of reported revenue with cash can reduce risk, though no
diligence process can eliminate deliberate deception completely. Integration risk matters as well.
Even historically accurate numbers may fail to translate into expected value if key employees leave,
product strategy changes, or sales systems do not integrate. The Autonomy acquisition therefore
belongs in both forensic-accounting and corporate-governance analysis: financial reporting quality
and acquisition discipline are related but distinct responsibilities.
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Conclusion
Financial shenanigans analysis is most useful when it disciplines skepticism rather than encourages
unsupported accusations. The seven-category framework directs attention toward revenue timing,
fictitious sales, nonrecurring gains, capitalization, reserve manipulation, income shifting, and
accelerated expense recognition, but each warning sign requires corroborating evidence. The
Hewlett-Packard–Autonomy history provides a documented case in which accounting quality,
acquisition valuation, due diligence, and later litigation became closely intertwined. Regulatory, civil,
and criminal proceedings did not produce one simple narrative, and the current record requires
particular care because the U.K. civil judgment continued to develop through 2026 even after the
2024 U.S. acquittal (HPE, 2026). The defensible conclusion is not that Hewlett-Packard used every
possible shenanigan. It is that investors, boards, auditors, and acquirers should test the substance of
transactions, reconcile earnings with cash, scrutinize estimates and recurring adjustments, and
distinguish allegations from adjudicated findings. Precision is itself part of forensic accounting.
Unsupported certainty can mislead readers just as easily as aggressive financial reporting can, while
evidence-based analysis preserves the difference between risk, suspicion, civil liability, regulatory
settlement, criminal conviction, and acquittal.
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