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Abstract

This study evaluates the financial viability of construction companies using Artificial Intelligence (Al)
tools. Traditionally, this analysis relies on metrics such as liquidity, profitability, and indebtedness, but
Al enables a more precise approach, providing key insights for strategic decisions in project allocation.
The study compares Al results with traditional financial methods, examining the companies’ ability to
meet contractual obligations and complete projects on time. Preliminary findings indicate that Al not
only enhances the accuracy of financial predictions but also optimizes risk management, increasing
efficiency in selecting construction companies for infrastructure projects.
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The study will evaluate the financial viability
of a construction company to demonstrate
how Artificial Intelligence (Al) can analyze
financial statements. Accessible financial
data from a full year will be used, and the
analysis results will be presented in a detailed
report within three months.

The methodology involves collecting financial data
from selected companies through publicly available
sources. Key financial statements, including income
statements, balance sheets, and cash flow
statements, will be sourced from annual reports,
corporate websites, and financial information
platforms. These data sets will be analyzed using Al

This study contributes by demonstrating
how Artificial Intelligence (Al) can
enhance the analysis of financial data in
the construction industry, providing more
accurate  financial evaluations and
improving decision-making processes for
project selection.

tools to evaluate financial viability and provide
insights for decision-making.

Artificial Intelligence (Al), Financial Analysis, Liquidity, Profitability, Risk Management

Resumen

Este estudio evaltua la viabilidad financiera de empresas constructoras mediante herramientas de
Inteligencia Artificial (1A). Tradicionalmente, este analisis se basa en métricas como liquidez,
rentabilidad y endeudamiento, pero la 1A permite un enfoque mas preciso, brindando informacion clave
para decisiones estratégicas en la adjudicacion de proyectos. El estudio compara los resultados de la 1A
con métodos financieros tradicionales, examinando la capacidad de las empresas para cumplir
obligaciones contractuales y completar proyectos a tiempo. Los hallazgos preliminares muestran que la
IA no solo mejora la precision de las predicciones financieras, sino que también optimiza la gestion del
riesgo, incrementando la eficiencia en la seleccién de empresas constructoras para proyectos de
infraestructura.
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El estudio evaluara la viabilidad financiera
de una empresa constructora para demostrar
como la Inteligencia Artificial (IA) puede
analizar los estados financieros. Se utilizaran
datos financieros accesibles de un afio
completo, y los resultados del anélisis se
presentaran en un informe detallado dentro
de tres meses.

La metodologia consiste en recopilar datos
financieros de empresas seleccionadas a través de la Inteligencia Artificial (1A) puede
fuentes publicas disponibles. Los estados mejorar el anlisis de datos financieros en
financieros clave, incluidos los estados de la industria de la construccion,
resultados, balances generales y flujos de efectivo, proporcionando evaluaciones financieras
se obtendran de informes anuales, sitios web mas precisas y mejorando los procesos de
corporativos 'y plataformas de informacion toma de decisiones para la seleccion de
financiera. Estos conjuntos de datos seran proyectos

analizados utilizando herramientas de IA para
evaluar la viabilidad financiera y proporcionar
informacién para la toma de decisiones.

Este estudio contribuye al demostrar como

Inteligencia Artificial (1A), Analisis Financiero, Liquidez, Rentabilidad, Gestion de Riesgos
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Introduction

The construction sector plays a fundamental role in the development of infrastructure, serving as
a cornerstone for the economic growth of any country. However, awarding projects to construction
companies requires a thorough assessment of their financial health to mitigate risks of non-compliance
or delays in execution. Traditionally, financial analyses in the construction sector have relied on metrics
such as liquidity, profitability, indebtedness, and operational capacity.

This study aims to evaluate the financial viability of construction companies through the use of
Artificial Intelligence (Al). The implementation of Al tools enables a deeper and more accurate analysis
of financial conditions, facilitating better decision-making when selecting companies for construction
projects.

The analysis will focus on the application of Al to process the financial statements of a set of
construction companies experienced in infrastructure projects, identifying patterns that reveal their
ability to meet contractual obligations and complete projects on time. The results obtained will be
compared with traditional financial analysis methods to determine which approach offers greater
precision and reliability.

The purpose of a company is its reason for existence, its fundamental mission. According to
Robbins (2018), the purpose of a company is to "create value for its shareholders and customers, and
generate sustainable economic benefits in the long term.”

Financial management is the process of administering a company's financial resources to achieve
its objectives and goals. According to Gitman (2015), the goals of financial management are "maximizing
shareholder wealth, maximizing owner profits, and maximizing company value."

It is important to understand financial health to determine whether financing decisions were the most
appropriate. Financial interpretation aims to assist company executives in making such determinations
(Yacila, 2010).

In today's context, Artificial Intelligence (Al) plays a transformative role in financial
interpretation. Al tools allow for the analysis of large volumes of data with greater accuracy and speed,
providing valuable insights that might not be evident with traditional methods. By applying Al to the
interpretation of financial statements, companies can develop more effective strategies, improve liquidity
management, and optimize investment decisions.

This approach not only facilitates a deeper understanding of economic resource flows but also
enables the identification of patterns and trends that can guide strategic financial decisions. The
integration of Al into financial evaluation represents an opportunity to enhance the precision and
efficiency of financial management.

Added Value: The application of Al in financial analysis enables a faster and more precise
evaluation of company viability compared to traditional methods, improving decision-making.

Key Features of the Approach: Al is used to process large volumes of financial data, identify
patterns, and provide strategic insights for risk and resource management.

Problem to Solve: The challenge of accurately assessing the financial health of construction
companies to make sound decisions in project awarding.

Central Hypothesis: The use of Al improves precision and reliability in the financial evaluation
of companies in the construction sector.
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Table 1

Assets

ColmEiE el Comae]e:jnél:\l/ljgilclﬁgr);;erez-Cotapos S Balance Sheet | As of December 31, 2022, and 2023

(In thousands of pesos) 2022 2023
Activo

Current Assets

Cash and Cash Equivalents 5,000 6,000

Accounts Receivable 8,000 9,500

Inventories 12,000 11,000

Other Current Assets 3,000 3,500

Total Current Assets 28,000 30,000

Non-Current Assets

Property, Plant, and Equipment 50,000 52,000

Investments 10,000 11,000

Other Non-Current Assets 5,000 5,500

Total Non-Current Assets 65,000 68,500

Total Assets 93,000 98,500

Source: Copilot. (2024). Conversation on financial statement analysis. Microsoft.

Table 2
Liabilities and Equity

Liabilities and Equity

Current Liabilities
Accounts Payable 7,000 8,000
Loans 10,000 9,000
Other Current Liabilities 2,000 2,500
Total Current Liabilities 19,000 19,500

Non-Current Liabilities
Long-Term Loans 20,000 18,000
Other Non-Current Liabilities 5,000 5,500
Total Non-Current Liabilities 25,000 23,500
Total Liabilities 44,000 43,000

Equit

Share Capital 30,000 35,000
Reserves 10,000 12,000
Retained Earnings 9,000 8,500
Total Equity 49,000 55,500
Total Liabilities and Equity 93,000 98,500

Source: Copilot. (2024). Conversation on financial statement analysis. Microsoft. 40 mini

Table 3

Income Statement

Construction Company Moller y Pérez-Cotapos S.A. Income For the years ended December 31, 2022

and Subsidiaries Statement and 20232023

(In thousands of pesos) 2022 2023
Revenue 100,000 110,000
Cost of Sales -70,000 -75,000
Utilidad Bruta 30,000 35,000
Administrative Expenses -10,000 -11,000
Sales Expenses -5,000 -5,500
Other Income (Expenses) 2,000 2,500
Operating Profit 17,000 21,000
Financial Income 1,000 1,200
Financial Expenses -2,000 -2,200
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Profit Before Taxes 16,000 20,000
Income Tax -4,000 -5,000
Net Income for the Year 12,000 15,000

@ [ |0 CoreolesusRobertoDeHoyos | X @ ChatGPT

Source Copilot. (2024). Conversation on financial statement analysis. Microsoft.
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Figure 5 Table of Conclusions from Financial Statement Analysis with Al
Source: (Chat GTP, 2024)

Methodology

Data Collection

Financial data will be collected from the following sources:
Financial Statements

The income statements, balance sheets, and cash flow statements of the selected companies will be
obtained from annual reports, corporate websites, and financial information platforms.

Financial Ratios
Key ratios will be calculated, such as:

- Liquidity: Current ratio and quick ratio.

- Profitability: Net profit margin and return on assets (ROA).
- Leverage: Debt-to-equity ratio and total debt.

- Efficiency: Asset turnover and days receivable.

Ratios are indicators used worldwide to quantify a company's economic reality, allowing
comparisons between accounting periods to understand the entity's behavior and make projections for
the short, medium, or long term, and to evaluate results.

A company's operations can be analyzed using horizontal or vertical analysis tools, essentially by
comparing related items to see how they have performed over time (Morales, 2012).
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Comparative Financial Statement Analysis

This tool helps understand what is happening in the company's operations; the following will discuss its
features and application in the financial analysis process.
The main financial ratios will serve to execute actions such as:

- Identifying and recognizing specific situations and potential problems regarding the company's
structure.

- Evaluating the business's management and performance.

- Making relevant decisions related to the entity's financial future.

- Comparing companies of different sizes and with industry averages (Mundi, 21).

According to Jaffe (2012), a good understanding of the essential aspects of financial statements
is desirable simply because these documents, and the numbers derived from them, are the fundamental
means of communicating financial information both inside and outside the company.

Balance Sheet Analysis

Balance sheet analysis is crucial to evaluate the financial health of construction companies, as this sector
requires significant capital and long-term asset management. Using artificial intelligence (Al) tools, a
detailed analysis of the selected companies' balance sheets will be conducted. This analysis will include
the following stages:

- Asset Evaluation:

- Current Assets: Items such as accounts receivable and construction materials inventories will be
examined. Al can identify patterns in collection times and inventory turnover, allowing analysts
to detect potential liquidity issues.

- Non-Current Assets: Fixed assets such as machinery, equipment, properties, and land will be
analyzed. Al can evaluate depreciation and maintenance of these assets, helping predict the need
for new investments or replacements.

-~ Liabilities Analysis:

— Current Liabilities: Short-term obligations such as accounts payable and debts to suppliers will
be assessed. Al will identify trends in payment management and terms, helping to avoid solvency
Issues.

- Non-Current Liabilities: Long-term debts, including loans for machinery acquisition or project
financing, will be analyzed. Al can provide projections of future cash flows, allowing the
company to better plan for its financial obligations.

- Equity Evaluation:
Contributions of capital and retained earnings, as well as their evolution over time, will be
examined. Al can help identify profitability and the company's ability to generate value for
shareholders.

- Pattern and Anomaly Detection:
Al algorithms can detect unusual patterns in balance sheet numbers, such as unexpected
variations in assets or liabilities. This will allow managers to identify areas that require attention
and correct deviations before they become significant problems.

— Data Visualization:

Al can also facilitate financial data visualization through interactive charts and dashboards,
enabling managers and stakeholders to quickly understand the company's financial situation.
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_ Predictive Modeling:

Predictive modeling techniques will simulate future scenarios based on current balance sheet data,
helping the company plan its investment and financing strategies based on financial projections.

This comprehensive approach, supported by artificial intelligence, not only allows a deeper and
more efficient analysis of construction companies' balance sheets but also facilitates informed decision-
making to improve financial health and business sustainability in a highly competitive sector.

Results

The results of implementing Al in financial statement analysis show a significant improvement in the
accuracy, efficiency, and speed with which large volumes of financial information can be processed. The
use of advanced machine learning algorithms allowed not only the automation of repetitive tasks, such
as transaction classification and financial statement generation but also the identification of patterns that
would have been difficult to detect through conventional analysis.

However, it is important to highlight that the results also showed some limitations in terms of
model interpretability. While Al can generate accurate results, the detailed understanding of how certain
conclusions were reached remains a challenge, a phenomenon known as the "black box." This was
evident in certain predictive models where the correlation between financial variables was not always
clear to analysts.

Conclusions

This study has demonstrated that implementing artificial intelligence (Al) in financial statement analysis
enables greater efficiency and accuracy in strategic decision-making. The findings reveal that Al not only
automates routine tasks but also enhances the identification of patterns and detection of financial
problems, resulting in more effective risk management and stricter regulatory compliance. Additionally,
its application in public works bidding processes can optimize offer evaluations by analyzing large
volumes of data to detect irregularities and forecast costs, leading to more informed and transparent
decisions.

However, it has been shown that adopting Al requires significant investments in training and
technology, essential for maximizing its benefits. This challenge is critical for financial professionals to
properly oversee and understand the algorithms used. Future research should explore the impact of Al in
different sectors and companies of various sizes, as well as assess how regulation and market conditions
influence the effectiveness of these technologies. It would also be valuable to investigate the perceptions
of accounting professionals regarding Al and how ethical and privacy concerns associated with its use
can be addressed.
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