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What is Artificial Intelligence?

Before we jump on to the advantages of Artificial Intelligence, let us
understand what is Artificial Intelligence (Al).

Artificial Intelligence (Al) : is a field of computer science that aims to
create a system or machine that can perform tasks that typically require

human intelligence, such as learning, problem-solving, decision-making,
and language understanding.

Al systems can learn from experience, adapt to new situations, and

make decisions based on data analysis and algorithms.
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Weak Al

Focuses on one
task and cannot
perform beyond

its limitations

(common in our

daily lives)

} Types of Artificial Intelligence:

Strong Al

Can understand and

learn any intellectual

task that a human

being can
(researchers are
striving to reach

strong Al)
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Super Al

Surpasses human
intelligence and
can perform any

task betterthan a
human (stilla
concept)
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Building Blocks of Modern Artificial Intelligence

Artificial Reasons and answers
Intelligence - questions about a system
it has been trained on

achine

Learning Underlying algorithms
for artificial intelligence

Deep

Learning Subset of ML that uses
multilayered neural

networks
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Machi_ne
Artificial Learning

Intelligence @

Predictive Analytics

Machine
Learning Data

Recommendetion Systems

Science Fraud Detection

e=m

— =

Spam Filtering

Customer Segmentation
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Deep Learning

Image Recognltlon

Natural Language
Processing

Translat|on
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Let's begin with the advantages of artificial intelligence

Improved efficiency and productivity

Al can automate various processes, reducing
the time and effort required to complete tasks.

Better decision making

D with the ability to analyze large amounts of
data, Al can provide valuable insights and

Mi‘;;ciul help make better decisions.

Intelligence

Better

i s Cost savings
es Platforms
;

by automating tasks and reducing the need
for human labor, Al can help businesses save

mone
Prepared by Dr. Emad Zaher y www.midocean.ae
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of
Artificial
Intelligence

Better Assistance
Risketaking  on pigita
Copabiliies platforms
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Reduction in Human Error

One of the biggest advantages of
Artificial Intelligence is that it can
significantly reduce errors and increase
accuracy.

Low Risks

Another big advantage of Al is that humans
can oveicome many Risks by letting Al
robots do them for us.

24x7 Availability

Humans need breaks and time offs to balance
their work life and personal life. But Al can
work endlessly without breaks. They think

much faster than humans and perform
multiple tasks at a time with accurate results.
www.midocean.ae



1
MIDOCEAN

The uses of artificial intelligence 1n accounting:

Accountants use artificial intelligence as a tool to facilitate the traditional and
repetitive accounting process more accurate and faster than human
accountants.

Example: Data entry

« It also can help auditors in their auditing process, specially to
find out errors and fraud.

 Machines can perform time-consuming tasks,
allowing humans greater productivity in the business.|

Prepared by Dr. Emad Zaher www.midocean.ae
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Al can help Accountants to do the following.

4 A 4 )
Data entry Financial
faster and Reporting
more -
accurate ( Accountants Reduce the cost
can use Al .
than human Error and oy : and improve the
el ' A in financial e
fraud i productivity
. -~ detection Al can b b as the Al is used
be used to " J to reduce the cost
analyze the of accounting
financial = process, this will
transactions and Increase the
detect errors. productivity of the
overall work.
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Key Al Tools & Applications in Accounting

eData & Bookkeeping Automation:
eDext, Nanonets:
OCR + Al i Extract data from receipts, invoices, and bank statements.
L) JASY) ey b ol a8 Al by ) (sl Jagadd
eBotkeeper, Docyt:
Automate transaction categorization and reconciliation.
da gl 358 dlac) 8 aelud g Slluad) a4y gl Jaat g WD Allal) Glileal) Cobiaty
eXero, QuickBooks (Al features):
Offer automated cash flow insights and categorization.
2580 S8 g edalle i) 8 ) cJandl ool Jlay edpaiil] i) o8 gy S5 M jLiiiune
i) 8 depk e Llal o) Cadss g lals
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*Expense & Invoice Management:
* Vic.ai:
Specializes in Al-powered invoice processing.
* Ramp, Brex:
Al-driven spend management solutions.
*Reporting & FP&A (Financial Planning & Analysis):

* Datarails, Vena Copilot:

Reduce spreadsheet work and enhance Excel reporting.

* Futrli, Fathom:

Provide predictive analytics and forecasting.

B arnad lheir D Ciras add 57190500
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https://www.google.com/search?q=Fathom&rlz=1C1SQJL_enEG1148EG1148&oq=ai+tools+in+accoun&gs_lcrp=EgZjaHJvbWUqBwgAEAAYgAQyBwgAEAAYgAQyBwgBEAAYgAQyBggCEEUYOTIICAMQABgWGB4yCAgEEAAYFhgeMggIBRAAGBYYHjIICAYQABgWGB4yCAgHEAAYFhgeMggICBAAGBYYHjIICAkQABgWGB7SAQkyNzQzMWowajeoAgiwAgHxBZGEX3sWNPd0&sourceid=chrome&ie=UTF-8&mstk=AUtExfADoWQAvN98iOa6FRxJJzA_edhnTNuQZO96ePZwjdDLfxcclDWewK888100Cq-h5lkq-L-oOpOex6GwBxSzqQzHGxLiSmgvWOVqeuWuIRbAEbT3_CusXnKyph3D1f7Ahu4WLDNnONPxrHPVdngJNh9ybD282xeFUfZk4uhDaAY2xDI&csui=3&ved=2ahUKEwjjoYf066uRAxX0W0EAHZtNIgkQgK4QegQIBBAL

M‘I DOC EAﬁ]I
*Audit & Risk:
* MindBridge Al:
Detects anomalies and potential fraud in audit data.
* Arya.ai:

Focuses on risk analytics and compliance.

*Taxation:

e Sorban: Automates tax intake and data extraction.
e Ascent: Analyzes regulatory data for compliance.

*Generative Al (e.g., ChatGPT):

e Drafts emails, summarizes documents, generates journal entries, and
formats spreadsheets. www.midocean.ae
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How the big four Accounting firms use Artificial Intelligence (Al) ?

Deloitte

Deloitte

PricewaterhouseCoopers

Developed an Al-powered
document review platform that
automates contract review and

extraction processes.

invested heavily in Natural
Language Processing (NLP) to

analyze” complex leases,
revenue contracts.

Prepared by Dr. Emad Zaher www.midocean.ae
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How the big four Accounting firms use Artificial Intelligence (Al) ?

Automating its auditing processes.
_ Allowing Al to process up to 80% of
uses Al to predict future events. Wl the content of a simple lease, leaving

a small remainder for human staff

Prepared by Dr. Emad Zaher www.midocean.ae
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How the big four Accounting firms use chatGPT?

* The big four accounting firms have invested in artificial
intelligence, to enhance their services and improve their

client interactions. -

z
<
=]
\o
m

Ml

* Chatbots powered by GPT (Generative Pre—trainec‘if

Transformer) technology are one of the many Al tog

these firms have

* adopted to improve their communicationwith clients.
Prepared by Dr. Emad Zaher www.midocean.ae
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Deloitte‘ EY ‘ m

Deloitte PwC EY KPMG
has developed a has also developed has also developed
chatbot named a chatbot called has a chatbot
" " a chatbot named
"Cortex" that "Aura" that can called "EYbot "KPMG Clara" that
can answer help clients with _t?at catr_1 provu;ir:a can help clients
questions about tax- related ;i?rr?';msae:'(\)/irzzgg an(cei with accounting
tax, audit, and questions and . and tax-related
dvi : provide answer client questions
&7 1507y s.erwces personalized tax queries.
\ to the clients. ] 48 e, ] \ )\ www.midocean.ae )
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These chatbots are designed to provide quick and

accurate responses to clients' questions, and they
are available 24/7.They can help clients save time

and improve their overall experience with the firm.

Prepared by Dr. Emad Zaher www.midocean.ae
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Can Al replace Accountants?

Al can perform many of traditional and routine accounting process.

« Some studies stated that accounting is one of the most at-risk jobs of being
replaced by Artificial Intelligence Al, specially in tasks such
as data entry and repetitive tasks "routine tasks"”.

« However, these studies often fail to recognize that these tasks are a necessary
for accountants just to be able to do more complex work and not to do all the
work.

Prepared by Dr. Emad Zaher www.midocean.ae
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There are some reasons to explain why human Accountants
are always needed:

Mistakes of Al:

Mistakes of Al in accounting process will lead to financial losses and then

legal problems. That's why the human experiences are important.

Communication skills:
Communication skills are also required in accounting professions, as the

clients can't deal with only computers to perform all their work.

Prepared by Dr. Emad Zaher www.midocean.ae
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Al can't perform non-routine tasks (No creativity(:

Al can't do a feasibility study for each type of businesses to make a right
decisions, and to do a management consulting.

« Al can't think critically like
experienced Accountants or solve
complex problems by alone.

* Al can't understand each case of
the clients to perform an Audit
process, but it can be only a tool to
help the auditor in auditing process.

Prepared by Dr. Emad Zaher www.midocean.ae
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In case of tax planning, clients may prefer to have a human

accountant who can understand their unique financial need and provide

personalized advice

« Al can’t perform tasks that need
creativity and innovation

* Al can’t contribute in
standards setting such as the
international financial reporting
standards(IFRS)

www.midocean.ae
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Challenges of applying Al

www.midocean.ae
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_ _ Data Ethical
1.Data security and privacy security considerations
and privacy

2.Ethical considerations

3.Data scarcity Skills Challenges Data

and it
knowledge Of A| e
gap

4.Skills and knowledge gap

5.Resistance to adoption Resistance

to
adoption

Unreliable
results
6.Unreliable results

Prepared by Dr. Emad Zaher www.midocean.ae
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Accounting for Digital Assets under IFRS Standards
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Current Status: No Dedicated IFRS Standard

Currently no specific IFRS standard exists for digital assets as a
separate class

Instead, digital assets are treated under existing
< standards based on their nature and purpose

s Most commonly classified as either intangible assets
(IAS 38) or inventory (IAS 2)

@ This approach represents a compromise solution
despite the unique technological and economic nature

of digital assets

Source: Journal of Accountancy

Prepared by Dr. Emad Zaher www.midocean.ae
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Current Treatment under Existing Standards

)

IAS 38: Intangible Assets

in ordinary business activities

How to account for cryptocurrency: HOLDERS ]

Digital currencies held not for sale (ﬁ

1_
A

. Cryptocurfgmy = Intangrble asset
Measured at cost or revaluation
if active market exists b ~
[ Held for trading 0X [ Other purposes ]

Cryptocurrency dealers/brokers

= IAS 2: Inventories
Digital currencies held for resale
in ordinary course of business

Measured at lower of cost or net realizable value

Prepared by Dr. Emad Zaher

Capital appreciation, other

IAS 2 Inventories

AS 38 Intangible assets]

v Apply IAS 2.3b (FV less cost to sell)

v Revaluation vs. cost model
v Indefinite useful life => No amortization

Source: CPDbox

www.midocean.ae
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2019 IFRIC Decision on Classification

N IFRS Interpretations Committee

Proof of work

In 2019, IFRIC issued a clear decision on
cryptocurrency classification:

Transaction 1
- Transaction 2

Transaction 3 e
T -~ Proof of work _|

® Cryptocurrencies are not
financial instruments in the
traditional sense

@ Therefore, they do not fall under
financial instruments standards

® Should be classified as intangible
assets or inventory depending on
the Situation Source: CPDbox

Prepared by Dr. Emad Zaher www.midocean.ae
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2022 IASB Research Document: Four Alternatives [ 6 Types of Digital Assets
BDigital Assets - IASB Considerations (AP12B) ) k'j”sb d D j‘“‘m"“d
ockchain-baset igital currencies tied to
tokenised assets that a Surmncy, commodity,
. . cannot be replaced or financial instrument
Published in September 2022, the research document Cryptocurrencies : Tokens
outli ned_fou r potential approaches for digital assets Dl cuerces B @\\ Ul
aCCOu ntl ng secured via the @ the blockchain of
blockchain an existing
$ cryptocurrency
69
@ 2 Y
Educational Materials Targeted Amendments to IAS 38 CBDCs Digital Bonds
i i igital currencies linke Bonds that are issued,
C I.a r|fy h ow tO a p p ly Req uire fa Irva lue Eniltelvalue of m; is:u:wg traded amé setmed online i
. . . measurement Wlth Cha ngeS nation’s official currency via the blockchain =
existing standards to digital . . o
assets in profit/loss, plus additional

. Source: CFTE
disclosures

I ~Outcome

Despite requests for a dedicated standard,
New Standalone Standard Extend Financial Instruments IASB decided not to add a formal project for

Cover investment Broaden scope of financial crypto-assets to its work plan at that time
assets (tangible or instruments standards to
intangible), potentially include certain digital asset

including crypto assets classes www.midocean.ae
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Challenges: Whv Current Standards Struggle with Digital Assets

it  Nature of Digital Assets ~  Value Measurement Issues
*  Notissued by central entity *  High volatility and rapid value changes
*  Don'trepresent contractualrights like *  Complex technological nature

traditional financial instruments . _
*  Unstable legal regulation makes fair

*  Makes classification as financial value measurement difficult
instruments inappropriate in most cases

A  Accounting Treatment Gap

se Diverse Holding Purposes Same asset may need different accounting treatments

, Disclosure limitations in current standards

’ Investment - long-term holding » Insufficient information for decision-makers

> Trading - short-term speculation

*  Payment method - transactional use www.midocean.ae
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Current Application of IFRS Despite Ambiguity

)

IAS 38: Intangible Assets

Companies owning crypto typically use IAS 38
to record them as intangible assets

Measured at cost or revaluation if active market exists

= IAS 2: Inventories

If purpose is selling (trading), crypto is classified as inventory

Measured at lower of cost or net realizable value

® Research Findings

A Many researchers and practitioners point to clear
shortcomings in current accounting framework

A Particularly regarding disclosure and measurement practi

Prepared by Dr. Emad Zaher

How are digial
assels diflerent?
assel
examples
issuance
process
fransaction
confimation
fransaction
audit
upgrade
management
registration and
restrictions
fransaction
weversibility
fransaction
privacy
fransaction
confirmation time:
transaction per
second

main criteria

additional
criteria

cryptocurrencies
First Bitshares Ethereum
Biiooin Bishares Ether
(8TC) (8TS) (ETH)
pemissionless  pemissonless PEMISSIN2ss
limited imited predefined

permissionless by limited numberof - pemissionlass
decenvaized  elckedwinesses  deceniralied
avallable lo S avaladleto

available to znyone
anyone anone

by permissioniess by workers of by govemed

community bounly program commnity
absent absent. sent

(nocpossile)  (notpossile)  {nat possie)
stong good good
passkie ogticnal very hard

20-60mindes 20 seconds 10-40 minutes

3-5 10000+ 10-15

digital currencies

Stellar

y  native currency

Lumens
(XLM)

one-ime
centraized

pemissioned
Geoentralized
available to
anye
by permissiorless.
communily
absent
(possitle}
doudilly
very herd
§seconds

50+

Ripple
nafive currency
Rogle
(XRP)
one-ime
centralized
Geoantralized
aiadieto
anone
by pivete
community
asent
{possivle)

doudiully
very nard
Ssaconds

500+

non-auitable
digital currency

Cenfral Bark

Nabonal Currency

permissiored
wnimited
private
permissioned
by peivale
communty
present
(nacessari)
ebsent

impossidle
~10seconds

1000+

Omni Layer
token
Teher
(UsOT)

pemissicned

unlimited
pemissionizss

Geoaniralized

avaiable to
anyone

by g
community
ahsent

(nat possbie)

strong
mpossible

20-60 mines

Recommendation

Need for a new standard
that considers
technological and
economic nature of digital

assets

Rather than adapting to
existing frameworks

tokens

Bitshares
smartcoin

DitAsset

emssioness
Unimited

Ethersum
ERC20 token
Binance
BNB)
oneeime
centralzed

by imited number of  permissionless

cected wilnesses
avaiabie lo amyone:

by warkers of
bounty program
asert
ot possiie)

o0d
oplional

2 secords

www.midocean.ae

decantralized
aviadleto
anyone
by covemed
community
ansent
{not possioe)
good
mpossble

10- 40 mines
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Future Direction: Where IASB is Heading
"Potential Projects" Document (2025)

=
IASB listed as an option to open a new standard covering: g
"Non-financial assets (tangible or intangible) ol o= .
held for investment” i == S o P oo
This could potentially include digital assets/crypto
] ] o h F ] 2'3:;' :‘ ”guzluesg?‘ken )
No Binding Decision Yet C
| No formal commitment that this project
. will be officially opened - Key Considerations
No guarantee it will become a final standard Need to address
IASB assessment: matter is complex and technological uniqueness
requires comprehensive study of digital assets
. . Balance between practical
® Analysts’' Expectations application and theoretical
framework

Even if IASB opens a project, it might take several
® years before a new standard is finalized

Comprehensive study needed for: market

dynamics, asset types, usage patterns, rights, 4
liquidity, and risks www.midocean.ae
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Conclusion: Key Takeaways

Current Status
i )

No dedicated IFRS standard for digital assets

Treated under existing frameworks (IAS 38
orIAS 2)

Future Direction

IASB considering new standard for
investment assets

No binding decision yet
Process may take several years

Prepared by Dr. Emad Zaher

Challenges

Technological uniqueness of digital assets
Volatility and measurement difficulties
Diverse purposes for holding crypto

Industry Recognition
Need for dedicated standard widely
acknowledged

Recent studies recommend new
approach rather than adapting
existing frameworks

www.midocean.ae
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