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a Objectives for Today’s Presentation

* Objective No. 1: Be Informative

* Learn the fundamentals of artificial intelligence

* Understand the role of Al in the accounting and finance industries
* Objective No. 2: Don't Be Boring

® What information is most helpful?
" What data supports today’s presentation?
" Go beyond accounting and discuss other real-world applications of Al
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.|| Key Topics in Today's Presentation

" What is artificial intelligence?
" What are the different forms of artificial intelligence?
" How is artificial intelligence different from machine learning?

" What are some of the problems artificial intelligence can and cannot
solve?

" What is the role of algorithms in Al?
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.|| Key Topics in Today's Presentation

" How artificial intelligence is and will affect careers in accounting and
finance

* Data governance, security, and privacy

" How accounting firms are using Al today and in the future

" The role of artificial intelligence in asset management

" The role of artificial intelligence in finance now and going forward
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.Il What Is Artificial Intelligence?

" “Artificial intelligence leverages computers and machines to mimic
problem-solving and decision-making capabilities of the human mind”
- IBM

" "It is the science and engineering of making intelligent machines,
especially intelligent computer programs. It is related to the similar
task of using computers to understand human intelligence, but Al
does not have to confine itself to methods that are biologically
observable." - John McCarthy
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.|| The Beginning of the Al Conversation

* Alan Turing (British mathematician) wrote a paper in 1950:
“Computer Machinery and Intelligence”

" Turing asked a simple question:
" Can machines think?

* Turing offered a test (the “Turing Test”):
® A human interrogator would try to distinguish between a human and a
computer text response
" The machine passed the test if the human could not distinguish between a
human answer and a machine answer

® “A computer would deserve to be called intelligent if it could deceive a
human into believing that it was human” - Alan Turing
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Why Are We Hearing So Much About Al
Now?

" First, the internet and large-scale use of sensors generated
unprecedented amounts of data

" For Al, this was a significant development as it is based on the analysis of a
large number of examples

nII

" Second, the emergence of cloud-based services massively simplified
and increased access to storage and computing power for business

* This enabled complex calculations to be carried out using large quantities of
data

" Finally, major technology companies are now offering smart
application program interfaces (API)
* These make it possible to connect to standardized Al applications and make it
much easier to develop applications
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.ll What Are the Goals of AI?

" Stuart Russell and Peter Norvig wrote one of the leading textbooks
on Al:
® “Artificial Intelligence: A Modern Approach”
" The book explores four potential goals of Al:
" The Human Approach:
* Systems that think like humans
* Systems that act like humans
" The Ideal Approach:
" Systems that think rationally
* Systems that act rationally
" In its simplest form, artificial intelligence combines computer science
and robust databases to enable problem-solving
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.ll Two Types of Artificial Intelligence

" Weak Al - (aka “Narrow Al"):
* Al is designed to perform basic tasks
® Weak Al controls the majority of the Al we interact with on a regular basis
* Narrow Al enables applications like Apple’s Siri, Amazon’s Alexa, and
autonomous vehicles
" Strong Al -
* Includes Artificial General Intelligence and Artificial Super Intelligence
" This is a theoretical form of Al where a computer has self aware
consciousness
" This allows for the ability to solve problems, learn, and plan for the future
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Gl Key Terms When Using Al

* Machine learning: a research field that is capable of recognizing patterns
in data and developing systems that will learn from those

* Supervised machine learning: trains systems using examples classified by
humans. Example: “these transactions are fraudulent. These transactions
are not fraudulent.” The system learns what the underlying patterns are
and is then able to predict which transactions are highly likely to be
fraudulent.

* Unsupervised machine learning: it is able to discover patterns in large
quantities of un-labeled data. It attempts to discover an underlying
structure of its own accord, such as clustering cases that resemble one
another and make associations. Example: retail companies use purchasing
data to determine what products are often bought together.
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Gl Key Terms When Using Al (2)

* Neural network: a machine learning technology that mimics a human
brain (consisting of neurons and connections) and is capable of
adapting its own structure to perform the task (sometimes referred to
as ANN)

" Natural language processing: an area of research that focuses on
training artificial models to process a human language

" Computer vision: an area of research that focuses on the processing
of digital image material

* Application Program Interfaces (API): one of the ways programs
communicate with each other without having the same code base or
even the same server
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.|| Deep Learning

" The terms “deep learning” and “machine learning” are often used
interchangeably

" Both are subfields of artificial intelligence

" Deep learning can comprehend unstructured data

" Text, images, etc.
* It can distinguish different categories of data

" Distinguishing data eliminates the need for some human intervention
* This allows use of larger sets of data
" Non-deep learning requires more human intervention

" Deep learning has been one of the largest breakthroughs in Al
" It reduces the effort involved in building Al systems
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.Il The Role of Algorithms in Al

" An algorithm in coding is simply a set of steps (instructions) used to
complete a specific task
® An algorithm works by following a procedure, made up of inputs
® Once the program has followed all the inputs, it will see a result, also known
as an output

* Characteristics of an algorithm:

* Precision: the steps are precisely stated

® Uniqueness: results of each step are uniquely defined

" Finiteness: the algorithm stops after a finite number of instructions
* Input/Output: the algorithm receives input and output

" Generality: the algorithm applies to a set of inputs
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Gl The Role of Algorithms in Al (2)

* An artificial intelligence algorithm takes a combination of both inputs
and outputs simultaneously in order to learn the data

® This “learning” allows Al computers to take the data learned and produce
outputs when given new inputs

* The process of making machines learn from data is called machine learning

" Types of problems solved using Al algorithms

* Regression: supervised learning where the output is a continuous quantity
* The main goal is to forecast or predict (i.e. stock price)
* Algorithm used: linear regression
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.ll The Role of Algorithms in Al (3)

" Types of problems solved using Al algorithms (cont’d)
" Classification: supervised learning where the output is a categorical quantity

* The main objection is to compute the category of data (i.e., classify emails as
spam or non-spam)

® Algorithm used: logistic regression

" Clustering: unsupervised learning that assigns data points into clusters

* The main objective is to group similar item clusters (i.e., find all transactions
that are fraudulent in nature)

® Algorithm used: K-means
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.ll Real-world Applications for Al

" Speech recognition: speech-to-text uses natural language processing
to translate human speech into a written format
* Many mobile devices use speech recognition to conduct voice search (e.g.,
Siri) or for texting
* Customer service: online chatbots provide customer service
* This is changing the way people engage with businesses
" Chatbots answer FAQs regarding shipping, cross-selling, and suggesting sizes
for agents
" Virtual agents are common on e-commerce sites
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.|| Real-world Applications for Al (Cont'd)

" Computer vision: allows computers to gain meaningful information
from digital images
® Also applies to videos and other visual inputs
* Enables photo tagging on social media, radiology imaging in healthcare, and
self-driving cars
" Fraud detection: financial institutions use machine learning to spot

suspicious transactions
" Supervised learning can train a model using information for known fraudulent
transactions
* Anomaly detection can identify transactions that look abnormal and require
additional investigation
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. AI = Decision Velocity

“This is about decision velocity. Machines can make decisions 100
times per second. We're lucky to make one per second. We're even
luckier if we can get out of management committee in four weeks. It
takes us so long to make decisions. If you can’t get to that level of Al,
you’re going to fall behind.”

= Ray Wang, Principal Analyst and Founder of Constellation Research
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Ol What Al Is Not

" It is important to understand the limits of Al

" Humans make decisions in two different ways:
* Intuition: much of our thought process is instinctive and unconscious,
taking place quickly and with little effort
® Intuition is based on patterns of what has happened before
* Reasoning: this is a conscious process that uses our knowledge and
typically takes over when intuition is not giving us a
satisfactory answer
" Reasoning as a process takes time and effort
* Accountants are expert decision makers who use both ways of
thinking
* Accountants apply their knowledge to specific situations to make reasoned
decisions, but also make quick intuitive decisions based on extensive
experience in the field
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.|| What Al Is Not (Cont'd)

" For many years Al focused on replicating human capabilities (i.e.,

encoding logic-based rules)

* This approach in the 90s had some success but rarely produced results similar

to human intelligence
" Modern Al takes a very different approach

* Today machine learning uses pattern recognition instead of attempting to
define complex rules

* Al systems today can process huge amounts of data at speeds and depths far
greater than human capabilities

* Al can pick up weaker or more complex patterns in data than humans can

* Feedback loops allow computers to learn from errors and new cases

® Al is a far more consistent decision-maker without fatigue or boredom setting

n
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The Dual Impact of Generative Al on
Cybersecurity

" Cybersecurlty is no longer just an IT concern:

" Cyber threats now pose direct risks to financial data, reporting, and regulatory
compliance

® Accounting and finance professionals are often stewards of high-value data and
critical business functions
" Generative Al (genAl) accelerates both risks and defenses:
" Threat actors are using GenAl to launch more convincing, scalable attacks
- ]gyber defense teams are using GenAl to detect, analyze, and respond to threats
aster

" Accounting and finance leaders must be part of the Al security
conversation:
® CFOs, controllers, and audit professionals are well-positioned to enhance
cybersecurity efforts, especially where financial data and compliance intersect

" Al risks are now enterprise risks — they must be understood, governed, and
mitigated

nll

SURGENTl

ACCOUNTING & FINANCIAL
G2/26/F EDUCATION

Al Artificial Intelligence in Finance (1)

" McKinsey reported that CFOs who didn’t adopt digital innovations
like artificial intelligence were in danger of falling behind their
counterparts in IT and marketing

" McKinsey estimates that the first nine months of the pandemic pushed digital
adoption ahead by seven years

This further widened the gap between progressive and outdated organizations
Boston Consulting Group found that “digitally mature” organizations reported
nearly double the revenue growth of digitally immature companies

Significance? CFO’s need to lean on Al to plan and budget with greater
accuracy, speed, and confidence
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Al Artificial Intelligence in Finance (2)

" Automation reduces by 80 - 90% of the time required to perform
repetitive tasks by workforce
® Al is reducing the quality of the output by reducing human error
* Almost all accounting tasks, including payroll, tax, banking and audits
have become automated with Al
® Al is disrupting the accounting industry
" Al is forecasting financial statements accurately

* Machine learning allows finance professionals to predict future trends based
on historical data
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< Artificial Intelligence in Auditing

" Robotic process automation (RPA) is disrupting auditing

" RPA: software that makes it easy to build/manage software robots

that emulate human actions
* RPA automates repetitive tasks such as copying and pasting information
" While humans may skip a step or act inconsistently in a process, software
robots perform the task in a standard manner
" RPA provides for a higher level of accuracy free of bias or variation
" One key risk of RPA is errors which become systemic and widespread

throughout a set of data
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I Questions Organizations Should Ask
W \When Considering Al

* Has the organization inventoried internal audit processes?
* Identify repetitive, mundane, or undifferentiated tasks performed by
humans which could be carried out by robots
" What processes can be simplified?
" Has the organization considered if there are processes that could be
simplified through automation?
* Have you found best practices?
* Has the organization connected with other business leaders to learn whether
RPA within the organization is being fully utilized?
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< Risks of RPA and Auditing

" Establishing governance of RPA and relevant controls should help
mitigate risks
" Organizations should establish controls to mitigate risks
" Executive: determine who owns the RPA initiative for the
organization
* Who is developing the company’s governance framework to promote
efficiencies and reduce duplication of efforts
" IT: How will RPA access be handled to systems and data?
* How will robots be tested to ensure they function as intended?
" Should the organization create a “Roadmap for Responsible Artificial
Intelligence?”
® What are the core principles the organization will abide by as they study and
execute Al initiatives going forward?
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Al Risks of RPA and Auditing (Cont'd)

" HR: what will be the impact on employees
* Has management considered how RPA will impact employees?
* How are communications being managed?
* Operational: who will monitor performance?
" What controls exist to monitor performance?
* How will businesses remain compliant with regulatory requirements?
* Functional: who designs controls?
* Are there limitations to the ability to control RPA and core systems?
" Security: Al security solutions are programmed to identify “safe” vs.
“malicious” behaviors
—This is done by cross-comparing the behaviors of users across an environment
to those in a similar environment
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Ol Tasks That RPA May Automate

" Identifying open items, sending emails to responsible parties,
conducting follow-up when due dates are not met

" The most common type of Al is process automation of digital and physical
tasks

® Banks use RPA to update records and handle customer communications (all of
this is “back office” admin tasks

" Tracking progress against the annual audit plan or tracking key risk
indicators

* Automating reporting activities including populating audit committee
and management reports

* Evaluating data quality in any system including checking for
completeness of fields
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.|| RPA Tasks: Reconciliation

* Audits can be automated by software robots that perform rule-based
functions
" This will allow execution of reconciliations, analytical procedures,
internal control testing
" Reconciliation: during the audit of revenue, RPA can assist auditors by
logging into a client’s secure site to retrieve audit evidence
* This can include listings of current and prior year sales
" RPA can then calculate totals sales
* RPA will determine whether total revenue from the current year and prior
year is materially different
" An alert will issue if the difference exceeds a material threshold
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- RPA Tasks: Auditing Invoicing

" RPA can be programmed to calculate whether price and quantity are

different across sales invoices, sales orders, and shipping documents
* Alerts are generated for sales transactions that contain differences in price
and quantity
" Automation of these procedures allows auditors to focus their time on more
value-added activities
" These systems allow auditors to assess risk of material misstatements with
greater precision
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.|| Three-step Approach to RPA Audits

" Robotic process automation (RPA) is a form of process improvement
using technology
" Organizations should consider following a roadmap to implementing
RPA into auditing:
* Step 1: understanding the process
* The processes that benefit the most from RPA are those that contained
defined audit tasks that are repetitive and do not require audit judgment
* Most important justification for automation is the number of times a firm
needs to perform a particular function
* Once candidates for automation are identified, there needs to be an
understanding of dividing tasks into small modules that can be interpreted by
software programs
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.|| Three-step Approach to RPA Audits

" Step 2: audit data standardization
* RPA audit applications need consistency across data fields
* Audit data comes from different sources
* Data field names in different audit-related reports may contain the same data
but under a different name
" Accounting firms should create audit data standards for each process that will
be replaced by RPA
" Step 3: execution of RPA-based audit tests
* The final step in the RPA audit implementation framework is to program the
software to automatically execute audit tests
" RPA software tools (BluePrism and UiPath) require little or no additional
programming
® Programming audit tests as rule-based functions would allow for automatic
execution of audit tests

SURGENTl

ACCOUNTING & FINANCIAL
32 ©Surgent | AIP2/26/F1 EDUCATION




Gl The CPA's Role in Al

" CPAs have an opportunity to focus on, Al an enabler of innovation
and increased productivity
" Consider how Al has changed other industries
" According to the U.S. Dept. of Agriculture, the use of Al in agriculture has
produced the largest crop yields in US history
* Netflix says its Al recommendation engines saves the company over $1 billion
in lost subscribers

" CPA’s have the opportunity to improve efficiencies and quality of day-
to-day work through Al
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al How Larger Firms Are Using Al

" PricewaterhouseCoopers previously announced a partnership with

eBrevia for document review
® Algorithms are used to review documents related to lease accounting and
revenue recognition

" Deloitte advises retailers on how to improve the customer experience
by using machine learning to target products and services based on
past buying experiences

" Major accounting firms have the finances to invest in machine
learning while smaller accounting firms can use pre-built machine
learning algorithms to develop expertise

* Become the trusted advisor on implementation of Al on a smaller scale
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Gl Al Software Applications: Vic.ai (1)

" VIC.ai ... “adds the most sophisticated artificial intelligence engine and

autonomous approval flows to your financial back-office operations”
* “We’ve mastered processing invoices using world-leading Al and lightening
fast user interface. Our customers’ results speak for themselves.”

" Invoice management: autonomous invoice processing is “next
generation technology,” replacing legacy OCR (optical character
recognition) and template and rules-based methods

" Ingestion into Vic.ai: customers can ingest or hire vendors to ingest
invoices into Vic.ai from a variety of sources: emails, pdfs, electronic
files and direct connection
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Gl Al Software Applications: Vic.ai (2)

" VIC.ai offers “world-class data extraction”

* “Every invoice is analyzed by our Al. PDFs and image files are automatically
extracted, understood, and coded with no templates involved.”

* “Vic.ai extracts, codes, and approves invoices with unmatched accuracy —
eliminating manual entry, reducing errors, and accelerating workflows”

" Other benefits: “hands-free classification”

* “Invoice data is reviewed by the Al — all relevant invoice information,
including vendor, dates, numbers, cost accounts, dimensions, assets, or which
POs to match against, are predicted and either presented to your accountant
or fully automated”
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Il Case Study - Samsung Data Leak
“® Triggers GenAl Ban

" Incident summary:

" In early 2023, Samsung engineers pasted sensitive source code and internal
meeting transcripts into ChatGPT

* The content was submitted as part of troubleshooting and memo drafting
® Samsung responded by banning all staff from using public genAl tools at work

® Finance relevance:

* Finance staff may unknowingly paste trial balances, journal entries, or audit
memos into genAl tools

" Public genAl tools may retain and process submitted data

" Key takeaways:
" Organizations need clear Al usage policies

" CPAs should treat financial data like PII
Source: Gur Mark. "Samsung Bans Staff's Al Use After Spotting ChatGPT Data Leak." Bloomberg, May 2, 2023. https://www.bloomberg.com/news/articles/2023-05-02, SURGENT..I
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( Artificial Intelligence for Smaller
¥ Accounting Firms (1)

" What are some of the Al platforms used by smaller accounting firms?

® MindBridge: “the world’s leading risk discovery platform. Take control of your
risk assessments. No coding knowledge required.”

" “With MindBridge, the data speaks for itself. You can focus on risky or
unusual transactions, explore data trends, and study risk characteristics.
Whether you use MindBridge as an early warning system, a last line of
defense, or a means to ask more relevant questions, you'll be able to deliver
more value to your clients.”
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Artificial Intelligence for Smaller
Accounting Firms (2)

" Performance analysis: receive an automated analysis of year-over-
year changes

" Identify red flags: use “Risk Burst” function to visualize areas of audit
interest

* Identify classes of transaction: use a “scatter plot visua
key transaction types relate to the business as a whole

" Review assertion level risk: drill through financial statements to
compare risk scores across all key assertions

" Transaction review with risk scoring: filter different areas, compare
against prior periods

nll
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Al A Closer Look: Deloitte and AI (1)

" Deloitte contends it is “deploying maximum resources in the area of
artificial intelligence”
" It has created the Al Institute

* Deloitte shows how Al is transforming major industries — solving complex
challenges, streamlining operations, and boosting efficiency

" Hundreds of Al experts from the entire organization are involved in this
initiative
" Deloitte wanted to make the concept of Al more tangible so it
developed “AIME,” and Al robot
* Deloitte placed AIME at the entrance of Deloitte offices
" Staff were intrigued and started conversations with AIME
* The company created “Al for Dummies” courses for staff
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