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Abstract

Send

It's an experiment! This paper explores how ChatGPT can be used in accounting and reporting to au-
tomate routine tasks, increase efficiency, and better understand financial data.! The creation of the
paper itself was done with the help of ChatGPT, i.e., significant parts of this text were created by the
Al and then edited and completed by the author in terms of content and language.? On the one hand,
this is intended to show the potential of the application in practice and to make it clear that dealing
with the tools of Al will be indispensable in the future, but on the other hand, the risks and concerns

write opening remarks for an article titled: Will ChatGPT revolutionize accounting? max. half
a page

Welcome to this article exploring the potential impact of ChatGPT on the field of accounting.
With the advancement of technology, artificial intelligence (Al) has become increasingly
popular and has the potential to transform various industries. One area that is expected to
be impacted by Al is accounting. The emergence of ChatGPT, a language model based on
the GPT-3.5 architecture, has sparked discussions about how it could revolutionize the way
accounting is conducted. In this article, we will delve into the capabilities of ChatGPT and
how it could potentially transform the accounting profession. We will also examine the
benefits and challenges that come with integrating ChatGPT into accounting processes. With
the potential to automate tasks and streamline workflows, ChatGPT has the potential to

revolutionize accounting as we know it. Let's explore this exciting development further.

‘G Regenerate response

a message...

ChatGPT Mar 23 Version. Free Research Preview. ChatGPT may produce inaccurate information about people, places, or facts

are also addressed

1Seefora

literature review Hasan, A., Artificial Intelligence (Al) in Accounting & Auditing: A Literature Review,

in Open Journal of Business and Management 2022, 440-465.

2 This is an English version of an article published in German in IRZ, Vol. 3/2023, pp. 117. The translation has

been made with DeepL Pro.



1. Introduction

"I'thought | was on hidden camera, that's how good the text was." That's what an accounting employee
said recently when recounting her first experience with ChatGPT, which she used to draft text for her
management report. For some time now, ChatGPT has been the talk of many media outlets, with re-
ports that ChatGPT passed a U.S. medical test but not the Bavarian Abitur.?

ChatGPT, developed by U.S.-based OpenAl,* is an innovative speech generation model that uses deep-
learning algorithms based on artificial intelligence (Al) to generate human-like response text to posed
qguestions. It was only released on November 30, 2022, and is said to have revolutionized the field of
speech processing in a short period of time. The "text robot" offers a wide range of potential applica-
tions in various industries, including accounting and reporting. As technology advances and the use of
Artificial Intelligence and Machine Learning grows, it is likely that ChatGPT will play a significant role in
transforming the accounting industry.

One of the areas where ChatGPT can make an impact is in automating tasks that previously had to be
done manually. This includes data entry, invoice review, and report writing. By using ChatGPT, the
efficiency and speed of these processes can be increased, resulting in faster and more accurate invoic-

ing.

Another area where ChatGPT can have an impact is in its ability to analyze and understand large
amounts of data. Based on machine learning and artificial intelligence, the program can quickly sift
through large amounts of data and identify important trends and patterns that might otherwise be
missed.

Overall, ChatGPT can improve accounting in many ways, from automating tasks to analyzing data.
While ChatGPT can be a great support, it is important to recognize that humans must continue to play
an active role in monitoring and reviewing results to ensure that accounting remains accurate and
reliable.

2. Possible applications of artificial intelligence (Al)

2.1 Automation of routine tasks
One benefit of using ChatGPT in accounting and reporting is the ability to automate routine tasks. This
includes tasks such as data entry, report generation, and financial statement reconciliation.

For example, ChatGPT can automate data entry by using natural language processing to extract rele-
vant information from unstructured data sources such as emails and invoices. This not only reduces
the time and effort required to manually enter data, but also reduces the risk of errors and increases
the accuracy of the data.

Creating reports is another routine task that can be automated with ChatGPT. With its ability to gen-
erate human-like text, ChatGPT can generate reports in a clear and concise manner that reduces the
time and effort required to write reports manually.

Financial statement reconciliations are critical accounting and reporting processes, and ChatGPT can
help automate this task as well. Due to its ability to analyze large amounts of data, ChatGPT is able to

3 Cf. https://www.geo.de/wissen/chatgpt-besteht-us-medizinpruefungen-33183952.html (accessed Feb. 15,
2023).

4 OpenAl (2023). ChatGPT: Optimizing Language Modelsfor Dialogue . https://openai.com/blog/chatgpt/ (re-
trieved Feb. 15, 2023).



https://www.geo.de/wissen/chatgpt-besteht-us-medizinpruefungen-33183952.html

quickly identify and reconcile differences between reports, reducing the time and effort required for
manual reconciliation.

2.2 Improvement of Efficiency

In addition to automating routine tasks, Al can also help improve efficiency in accounting and report-
ing. For example, Al can be used to answer routine questions from stakeholders such as customers
and investors, freeing up finance teams to spend more time on more complex tasks.

Al can also be used to provide real-time financial information and insights so stakeholders can make
informed decisions faster. For example, Al can be used to create custom financial reports on demand
so stakeholders have access to the information they need, when they need it.

2.3 Insights into the financial data

One of the main benefits of using Al in accounting and reporting is the ability to gain better insight into
financial data. With its ability to analyze large amounts of data and generate human-like text, Al can
help accounting departments better understand financial data and identify trends and patterns that
might otherwise be overlooked.

Al can be used to create financial reports that highlight key trends and insights, such as changes in
revenue, expenses, and profitability. Al can also be used to create reports that highlight areas for im-
provement, such as areas where costs can be reduced or revenue can be increased.

One of the key ways Al can provide insight into financial data is through the use of natural language
processing (NLP) and machine learning algorithms. ®> These technologies enable Al to analyze large
volumes of financial data, identify trends, and generate reports and visualizations that provide valua-
ble insights into a company's financial performance. Such patterns and trends can include seasonal
fluctuations in revenue or expenses. In addition, reports on financial performance can be generated in
real time, including key performance indicators (KPIs), cash flow and profitability.

Another way Al can provide insights into financial data is through the use of predictive analytics. By
analyzing past financial data and using machine learning algorithms®, Al can make predictions about
future financial performance, such as future revenue or expenses. This allows companies to plan for
the future and make informed decisions about their financial strategy.

3. Examples of use of ChatGPT in practice

3.1.  Notes

One way ChatGPT can be used for the notes and management report is to provide explanations for
financial information. This allows financial professionals to easily understand and communicate the
information contained in financial reports to stakeholders such as investors, regulators, and auditors.
ChatGPT can use NLP and machine learning algorithms to analyze financial data and provide an expla-
nation of the information contained in financial reports, including accounting policies, significant trans-
actions and events, and other important information.

5 For possibilities of text analysis by Al, see Roeske/Hannen, IRZ 2019, 363 ff.
6 See also Gierbl/Schreyer/Borth/Leibfried, Deep Learning fiir die Wirtschaftspriifung, IRZ 2021, 349 ff.



Fig. 1 shows an example of what ChatGPT proposes as a note on associates in the accounting policies.

E write notes to financial statements about basis for accouting on at-equity, maximum half a
page

Basis for accounting on at-equity is a method of accounting for investments in entities
where the investor holds significant influence but not control. Under this method, the
investment is initially recorded at cost, and subsequently adjusted for the investor's share of

the investee's profits or losses.

When presenting financial statements, the investor should disclose the basis for accounting
on at-equity and provide a description of the investee, including the nature of its business

activities and the extent of the investor's ownership interest.

The investor should also disclose the accounting policies applied to account for the
investment, including any differences between the investor's accounting policies and those
of the investee. In addition, the investor should provide information about the significant
assumptions and judgments made in determining the carrying amount of the investment,
and any changes in these assumptions and judgments that have occurred during the

reporting period.

Furthermore, the investor should disclose the amount of dividends received from the
investee during the reporting period and the portion of the investee's profits or losses
recognized by the investor. It is also important to note that the investor's share of the
investee's profits or losses should be reported separatelv in the income statement, with a

clear distinction between the investc ‘G Regenerate response  ses from continuing operations

Send a message...

ChatGPT Mar 23 Version. Free Research Preview. ChatGPT may produce inaccurate information about people, places, or facts

Fig. 1: Example of notes information from Chat GPT

This initially very generic text can provide the basis for the accounting staff to enter the company-
specific facts in the next step.

Another example of revenue recognition is shown in Fig. 2.



E write notes to financial statements on accounting principles on revenue recognition, max.
1/2 page

Revenue recognition is a critical accounting principle that determines how and when
companies should recognize their revenues in financial statements. According to generally
accepted accounting principles (GAAP), revenue recognition should follow a few

fundamental principles.

Firstly, revenue should be recognized when it is earned, which means that the company has
performed its obligations under the contract. The company must have transferred control of
the goods or services to the customer, and the customer must be able to use or enjoy the

benefits of the goods or services.

Secondly, revenue should be recognized when it is realized or realizable, which means that
the company has received payment or is reasonably assured of receiving payment for the
goods or services provided. If payment is not received, the company should defer

recognition of the revenue until payment is received.

Thirdly, revenue should be recognized when it is measurable, which means that the amount
of revenue can be reliably measured and determined. The company should be able to
reasonably estimate the amount of revenue that it expects to receive from the sale of goods

or services.

Overall, adherence to these principles ensures that financial statements accurately reflect the
company's financial performance and position, which is critical for stakeholders such as

investors, creditors, and regulators to make informed decisions.

‘S Regenerate response

tSend a message...

ChatGPT Mar 23 Version. Free Research Preview. ChatGPT may produce inaccurate information about people, places, or facts

Fig. 2: Example of note disclosure on revenue recognition

This example also shows that the answer, which initially sounds surprisingly correct, definitely requires
further clarification.

3.2 Management Report

ChatGPT can be used in the following ways when preparing the management report of a corporation:

1. Automated data entry: ChatGPT can collect data from various sources such as and automati-
cally insert it into the situation report. This speeds up the process and minimizes errors
caused by manual entry. Routine tasks such as data entry, reconciliation and report genera-
tion can thus be automated.

2. Data analysis and interpretation: ChatGPT can use NLP and machine learning algorithms to
analyze large volumes of data, identify trends and patterns, and provide valuable insights



into a company's financial performance and position. This information can support manage-
ment reporting by highlighting relevant information.

3. Report generation: ChatGPT can automatically generate a report based on the collected data
and analysis. This can speed up the report generation process and minimize errors that can
occur with manual generation.

4. Presentation of data: ChatGPT can visually prepare data to make it easy to understand and
present. This can help readers of the management report better understand the information
and identify important trends and patterns.

5. Provide clear and concise explanations: ChatGPT can use NLP to provide clear and concise ex-
planations of financial information that make it easier for stakeholders to understand the in-
formation contained in the management report.

6. Predictive Analytics: ChatGPT can use predictive analytics to make predictions about future
financial performance that can be used to support the content of the management report.

7. Consistency and accuracy: ChatGPT can help ensure the consistency and accuracy of infor-
mation contained in management comments by reducing the risk of manual errors and ensur-
ing that all information is up-to-date.

Overall, using ChatGPT when preparing a corporation's management report can save time, minimize
errors, and speed up the process by collecting data, analyzing it, and automatically generating re-
ports. ChatGPT can be a tool in the preparation of management reports by helping with data analysis
and interpretation, automating routine tasks, providing clear and concise explanations, using predic-
tive analytics, and ensuring consistency and accuracy. This can lead to more efficient and effective
management report preparation and provide valuable insights into a company's financial perfor-
mance and position. It is important to note that while ChatGPT can be a great help, it is important
that employees continue to play an active role in monitoring and reviewing results to ensure that the
management report remains accurate and reliable.

3.3 Audit

The impact of ChatGPT on auditing can be described as follows:

1. Time saving: ChatGPT can analyze large amounts of data quickly and extract relevant infor-
mation automatically. This speeds up the review process and saves time for the reviewers. ’

2. Efficiency: Through automated data analysis, ChatGPT can minimize data entry errors and
increase efficiency in performing audits.

3. Accuracy: ChatGPT can minimize human error and help make audit results more accurate
and reliable.

In auditing, Al can be a tool, but not a complete replacement solution for experienced auditors. Hu-
man analysis and review remain an important part of the audit process.

Trust is good, control is better. It has become clear how important it is to critically reflect on the con-
tent of machine-generated texts.

7 Cf. https://www.ey.com/en_gl/assurance/how-artificial-intelligence-will-transform-the-audit, accessed Feb.
15, 2023.



4. Critical appraisal

Al has the potential to significantly transform the accounting and reporting space and provide benefits
to businesses, regulators and other stakeholders. With its ability to automate routine tasks, increase
efficiency and provide better insights into financial data, ChatGPT, for example, can help organizations
save time, reduce costs and make better-informed decisions.

ChatGPT and other Al technologies will play an increasingly important role in accounting and reporting,
providing companies with new and innovative ways to manage their financial data.

Beyond that, however, there are some critical considerations that must be taken into account.

1. The use of Al is currently no substitute for human expertise when it comes to the ability to
understand complex financial data and make informed decisions. In particular, Al can hardly
provide any help in recognizing and analyzing interrelationships that go beyond existing
knowledge. In addition, legal innovations and their substantive subtleties can often only be
meaningfully implemented through trade-offs and discretionary decisions.

2. Inthe system of Al there is no check for logical and factual correctness of the generated state-
ments so far. The system can tend to "hallucinate", which can only be uncovered by the control
of experts.

3. One of the biggest issues is data privacy and security. With the increasing use of Al in account-
ing and reporting, it is imperative that companies take steps to ensure that their financial data
is protected from unauthorized access or theft. This requires strict security measures such as
encryption and access controls.

4. Another critical consideration relates to the potential for errors or inaccuracies in the financial
data processed by ChatGPT. While Al technologies can automate many routine tasks, they are
still subject to human error, and it is important that organizations have procedures in place to
detect and correct any errors or inaccuracies.

5. ChatGPT does not provide sources for the offered statements by default. If sources are re-
guested, they are sometimes outdated and partly wrong or even freely invented. For example,
several sources were given for this text, which cannot be found, for example:

PwC (2021). The future of accounting: How Al and machine learning are changing the game.
Retrieved from https://www.pwc.com/us/en/library/future-of-accounting/the-future-of-ac-
counting-how-ai-and-machine-learning-are-changing-the-game.html

There are concerns with regard to the loss of accounting jobs as a result of the increased use of Al
technologies. At present, however, this technology seems more likely to mitigate the shortage of
skilled workers in accounting-related fields in Germany by relieving skilled personnel of routine work.
In addition, new job profiles will emerge that combine the use of Al with accounting expertise.

In conclusion, while ChatGPT and other Al technologies have the potential to bring great benefits to
the accounting and reporting field, it is also important to consider the potential risks and challenges
associated with their use. Companies need to take steps to ensure that their financial data is protected,
that Al systems are free of inaccuracies, and that they are mindful of the potential impact on the labor
market. By balancing the benefits of Al with critical considerations, companies can realize the potential
of ChatGPT and other Al technologies.

It was an experiment to write this article with the help of ChatGPT and it has shown that it is indeed
amazingly possible to create appropriate texts with the help of Al. Nevertheless: The editing required
some post-processing from the author with regard to repetitions, promotional passages, source refer-
ences or linguistic inaccuracies. And: trust is good, control is better. It has become clear how important
it is to critically reflect on the content of machine-generated texts.


https://www.pwc.com/us/en/library/future-of-accounting/the-future-of-accounting-how-ai-and-machine-learning-are-changing-the-game.html
https://www.pwc.com/us/en/library/future-of-accounting/the-future-of-accounting-how-ai-and-machine-learning-are-changing-the-game.html

Whether Al like ChatGPT will be a revolution for accounting cannot be predicted at the moment. What
is certain is that the topic will not go away and it makes sense to address it and recognize the potential
early on.® But it is even more important to keep a watchful, critical eye.

8 See also https://www?2.deloitte.com/us/en/pages/consulting/articles/the-future-of-ai.html, retrieved:
2/15/2023.
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