Accounting for Data Science: Real-World Scenarios

Instructions: Read the following scenarios and answer the questions based on the concepts
from the "Accounting is Data Science" guide.

1. The U.S. Investor Pitch

e Scenario: A tech company in California is preparing its annual report. The Chief
Financial Officer (CFO) insists on using a new data tool that formats their financial
statements in a specific way (XBRL) so it can be easily scanned and compared by
outside parties.

e Question: What is the primary cultural and regulatory reason the CFO is so focused on
this, according to the guide's description of the U.S. market?

e Answer: The primary reason is the focus on investors.

e Explanation: The guide states that in the U.S., "it's all about the investor." The U.S.
regulator (SEC) encourages formats like XBRL so that Al and data models can
automatically scan and compare thousands of reports. This helps investors make faster,
data-driven decisions on corporate valuation.

2. The Tokyo Tax Audit

e Scenario: A large retail chain in Tokyo is implementing a new, expensive Al accounting
system. The main selling point of the system is not forecasting sales, but its ability to
perfectly check and validate every single transaction against the national invoice system.

e Question: Why would this "perfection" in transaction data be the top priority for a
Japanese company?

e Answer: To ensure 100% tax compliance.

e Explanation: The guide highlights that Japan's data focus is "Compliance." Due to the
complex invoice system and consumption tax rules, companies use Al and data analysis
to ensure every yen of tax is calculated and reported perfectly to avoid errors and
penalties.

3. The Manila BPO Upgrade

e Scenario: A Business Process Outsourcing (BPO) center in Manila, which handles
accounting for 20 different clients in the U.S. and Australia, is moving all its systems to a
new cloud platform. This platform allows it to file taxes instantly with the BIR's eFPS.

e Question: What is the main business advantage this BPO is gaining, which reflects the
primary focus of the Philippine BPO industry?

e Answer: Operational efficiency.



Explanation: The guide identifies the focus in the Philippines as "Efficiency." As a global
BPO hub, the goal is to automate processes, handle work for clients worldwide, and file
taxes instantly. This cloud platform directly serves that goal by making the BPO faster
and more efficient.

4. The Global Analyst's Dilemma

Scenario: An analyst is trying to compare two companies: "Manila Electric" from the
Philippines and "New York Energy" from the United States. She finds that their reports
for "Revenue" and "Inventory" are calculated very differently, making a direct comparison
impossible without major adjustments.

Question: What is the fundamental reason for this difficulty?

Answer: The companies are using two different "accounting languages." The Philippine
company uses PFRS (based on IFRS), while the U.S. company must use US-GAAP.
Explanation: The guide explains that IFRS is the global common language, but the U.S.
is the "big exception" and sticks to its own powerful standard, US-GAAP. This creates a
"Report Confusion" problem for anyone trying to compare reports from the two different
systems.

5. The Supermarket's Customer Groups

Scenario: A supermarket's marketing team wants to understand its customers better.
They feed two years of purchase data into a data model, which then sorts all shoppers
into three distinct groups: "Group 1: High-Value Weekend Shoppers," "Group 2:
Low-Value Weekday Snackers," and "Group 3: High-Effort Coupon Users."

Question: What type of data science application is this, as described in the guide?
Answer: This is Clustering.

Explanation: The guide describes clustering as a way of "find[ing] groups of things that
are similar." Just like the BPO scenario that grouped clients into "High-Value,"
"High-Effort," and "Sleepers," this supermarket is grouping its customers based on
similar behaviors to find the most profitable ones.

6. The Red Flag on Expenses

Scenario: A company's auditing software automatically flags an expense report. The
average employee expense for "office supplies" is $50 per month, with a normal "step
size" (standard deviation) of $10. The flagged report shows a single-month claim of
$110.
Question: Using the simple math from the guide, how many "steps" away from normal is
this claim? Is it a "red flag"?
Answer: It is 6 steps away from normal, and yes, it is a massive red flag.
Explanation:

1. Find the difference: $110 (Weird) - $50 (Normal) = $60 difference.

2. See how many steps: $60 (Difference) / $10 (Step Size) = 6 steps. The guide

states that in auditing, anything over 3 steps is a red flag, so 6 is extremely high



and would be investigated immediately. This is an example of Anomaly
Detection.

7. The Holiday Toy Forecast

e Scenario: A toy company is planning its production for the holiday season. The planning
team uses a model that predicts future sales. The model doesn't just look at last year's
sales; it also analyzes data on upcoming kids' movies, social media trends, and the
weather (predicting more indoor-play "board game" days).

e Question: What type of data science application is this?

e Answer: This is Forecasting (using Regression Analysis).

e Explanation: The guide describes forecasting as using Al to predict future sales,
expenses, etc. Like the café example that used past sales, weather, and social media to
predict bean demand, this toy company is using multiple factors (trends, movies,
weather) to make a more accurate prediction of its future sales.

8. The Simple Sales Projection

e Scenario: A small coffee shop owner doesn't have a fancy Al model. He just wants a
simple budget for next year. His total sales for this year were $120,000. Based on local
foot traffic, he conservatively projects an 8% growth for next year.

e Question: What is the new forecasted sales amount for next year?

e Answer: $129,600.

e Explanation:

1. Find the 8% growth amount: $120,000 * 0.08 = $9,600.
2. Add the growth to the original: $120,000 + $9,600 = $129,600. (Alternatively:
$120,000 * 1.08 = $129,600).

9. The Common Cold Misconception

e Scenario: A new accounting intern in the Philippines studies the Philippine Financial
Reporting Standards (PFRS) all night for an upcoming audit. He tells his boss, "I'm all
set. Since | know PFRS, | am now an expert in how we file our corporate income tax."

e Question: Is the intern's assumption correct? Why or why not?

e Answer: No, the assumption is false.

e Explanation: The guide lists this as a common misconception. IFRS (and PFRS) is for
financial reporting to investors to make companies comparable. Tax laws are 100%
unique to each country and are for filing with the government (like the BIR). Knowing one
does not mean you know the other.

10. The Al "Replacement" Myth

e Scenario: A company's bookkeeping team is nervous after the company purchases a
new Al tool that automates data entry. They are worried they will all be replaced.

e Question: According to the guide, is this fear justified? What is the more likely role of the
Al tool?



e Answer: No, the fear is not justified. The Al is a tool, not a replacement.

e Explanation: The guide states it's false that "Al will completely replace humans." The Al
is like a calculator; it "handles the boring parts." The human staff will still be responsible
for the most important parts: judgment, strategy, and asking the right questions. Their
jobs will shift from data entry to data analysis.
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