*F M [* FINANCIAL MODELING

Augmenting Financial
Modelling with Al

lan Schnoor, CFA, CFM

Executive Director, Financial
Modeling Institute




February 2026...

The month that modeling changed forever
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Agenda

* Introductions

* Current State of Al and Financial Modeling
* Al Modeling Risks

* Review two models created by Al Agents

* Future Financial Modeling Skills

* Checking Skills and Keyboard Shortcuts

* Question Checklist for Al-Created Models



Today’s Presenter

lan Schnoor, CFA, CFM

Toronto, Canada

Executive Director, FMI

Investment Banker - BMO and Citi

Founder, The Marquee Group
(acquired by TTS in March 2023)

Creator, Financial Modeling Practical Skills
Module for CFA Institute

Finance Lecturer, Queen’s University
Recipient of “Professor of the Year” Award
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The ModSquad Podcast

Podcast / YouTube series with Paul Barnhurst

THE and Giles Male

MobSauAD

POD e Tested many of the new Al Financial
Modeling tools

e Most were decent, but not great at building
full models

e Recently tested Claude Opus 4.6, which
was a gamechanger

YouTube: @TheFPandAGuy -> Playlists -> The
ModSquad Series

TESTING Al FINANCIAL MODELING TOOLS,
SO YOU DON'T HAVE T0O..
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Financial Modeling Institute (FMI)

Four public exams
annually

[ J
Virtual

[ J

Excel-based
[

No multiple choice

[

Four hours

Proctored in a
controlled environment

The world’s only financial modeling accreditation organization

Rigorous financial modeling curriculum and exams
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The Financial Modeling Global Leaders Council (GLC)

Includes 62 of the world’s top professionals to address the future of financial modeling.
e Council members are based in 26 countries on 5 continents
e The Council includes academics, corporate trainers, entrepreneurs, employees at
professional service firms, leaders at professional associations and government

agencies

e Corporate members are from Bloomberg, Cargill, Deloitte, EY, Forvis Mazars,
Houlihan Lokey, KPMG, Operis, and PwC

e Check out the council at: fminstitute.com/glc
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Would you fly on an airplane with no pilot?
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The Autopilot Analogy: Machine + Human

Modern airplanes have been capable of "flying themselves" for y \!

decades. Yet we still require two highly trained pilots in every
cockpit. Why?

e To manage extreme edge cases and anomalies.

e Because "Autopilot" is a tool, not a replacement for

accountability.

e Because trust requires human presence.

Al handles the repetitive "cruise" of the model; the human

handles the takeoff, landing, and the unexpected turbulence.
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Where Al Helps Us

g

Increase Speed

Initial builds, syntax generation
and structuring schedule shells
are now nearly instantaneous.
Al compresses the "time-to-

first-draft" dramatically.

\ V)

Minimize Human Errors

Al can act as a tireless co-pilot,
identifying mechanical formula
inconsistencies or data
anomalies that fatigued human
eyes might miss after a 12-
hour build.

-, ¢
2A°R
Standardize Tasks

Perfect for discrete, repetitive
tasks like cleaning raw data
sets or drafting standard
3-statement skeletons across

different industry templates.
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Risks

To date, all agentic Al tools have demonstrated the following behaviors:
1. They take shortcuts

They will create formulas that are overbuilt and unnecessarily complex

They build formulas that are neither flexible, nor dynamic

They will provide different answers to the same problem at different times of asking

ook L DN

They are extremely overconfident
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Models Created using Al

Let’s review some models created by Al agents...
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Do we still need financial modeling skills?

In this new era of Al and financial modeling, strong modeling skills may be
more important than ever.

Modeling is about the journey, not just the destination

The role will shift from builder to architect/planner/reviewer/communicator

Less time on manual syntax, and significantly more time on high-value human tasks
Financial statements are not changing any time soon!

Augmentation is key and represents more than half of Claude conversations®

*The Anthropic Economic Index Report, January 15, 2026
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The Human Factor

Human-in-the-Loop: When you present to a Board of
Directors or an Investment Committee, they aren't looking at

the Al. They are looking you in the eye.

The client needs to know that the person standing in front of

them fundamentally understands the model's DNA.

Credibility is built on your ability to explain the "Why" behind

the "How."

There is no substitute for the human element.

[im)
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Future-Proofing Your Job

Double Down on Judgment

Initial builds, syntax
generation, and structuring
schedule shells are now nearly
instantaneous. Al compresses
the "time-to-first-draft"

dramatically.

T
Master the Communication
Work on your ability to tell the
financial story. Stakeholders

want a narrator, not just a

spreadsheet generator.

.
A

Stay Visible

The parts of your job that
require trust, presence, and
eye-to-eye interaction are the
only parts that can't be

automated.
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Anthropic: Al Fluency Course

Humans Provide Al Provides
Critical Thinking - Speed
Judgement - Scale
Creativity - Pattern Recognition

Ethical Oversight - Processing Abilities

FM[ FINANCIAL MODELING



Preparation: The AFM Bridge

Core Skills Maintaining Control

Preparing for the Advanced Financial Modeler Having the AFM means you have proven you

(AFM) is the best way to future-proof your can build an integrated model from scratch.

career. It gives you the "Human Muscle That mastery is what gives you the credibility

Memory" required to oversee an Al build. to ask the hard questions and maintain control
of the Al tool.
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The Advanced Financial Modeler (AFM) accreditation

AFM candidates write a rigorous, proctored,
4-hour exam:

Provided with a case study that includes three

years of historical financial statements .
Upcoming Exam Dates

Required to build a 3-statement financial May 9, 2026
model of a company from scratch. July 11, 2026
October 24, 2026
The ability to accomplish this demonstrates the February 21, 2027

level of financial modeling skills in high demand.
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100 Questions Every Financial Modeler Should Know

Assumptions

Structure

1. Does the model include key components, including a cover page, executive
summary, assumptions, scenarios, model schedules, financial statements, and
outputs?

2. Woas the model created using a horizontal, vertical, or hybrid tab structure?

3. Is this the optimal structure based on the needs and future uses of this
model?

4. Was the model built to evaluate an opportunity or as an ongoing tool?

Flexibility

5. Does the model evaluate more than one business line, division or operating
facility?

6. If so, will the company ever consider adding or divesting parts of the
business?

7. Will the company ever need to turn assets on or off using switches?

8. If the model was built to evaluate an opportunity, will it need to be used

eventually as an ongoing planning and management tool?
9. Does the model have timing flexibility to allow for the model to easily roll
forward?

Periodicity
10. What periodicity was used in the forecast?
11. Is this periodicity optimal or would the model be better as a monthly,
quarterly, or annual model?

Potential Dangers
12. Are there any hidden sheets or very hidden sheets in the file?
13. Are there any external links in the file?
14. Are there any macros or VBA code within the file?
15. If the model includes VBA, could it have been replaced by better design or
native Excel tools?

16.
17.
18.
19.

20.
21.

Are all the assumptions together towards the beginning of the model?

Are there any inputs scattered throughout the model?

Have any inputs been hard coded directly into formulas?

Does the model use different colors to differentiate the model inputs from
the outputs?

How were the assumptions derived?

Are the assumptions reasonable and defensible?

Scenarios

22.

Does the model include a scenario page to evaluate upside and downside
cases for the key drivers?

23. How many variables were included as scenarios?

24. How many cases were included for each scenario? (ie. Base, Best Worst)

25. Is there a realistic and meaningful difference between the various cases?

26. Are all scenario variables controlled with one switch, or does each variable
have its own switch?

Revenues

27. Does the model have a well-designed revenue schedule?

28.
29.

30.

31.

32.

How many products, divisions or segments were forecasted?

Does the model consider price and volume variables for each component that
was forecasted?

Are any products sold in foreign currencies which then need to be converted
into local currency?

Are there any charges that need to be deducted from the gross selling price
to arrive at the net selling price?

Does the company have any capacity constraints that could impact its ability
to achieve its sales volume forecast?
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100 Questions Every Financial Modeler Should Know

Operating Costs

33. Does the model have a well-designed cost schedule?

34. Does the model consider fixed and variable costs?

35. Have the variable costs been forecasted on a per-unit basis?

36. Have the fixed costs been forecasted on an aggregate basis?

37. Does the company have any semi-variable costs that need to increase at a

rate other than the growth in sales volume?

Have selling, general and administrative costs (SG&A) been captured in the

model?

39. Are there any one-time or unusual costs that need to be included in the
forecast?

38.

Fixed Assets and Depreciation

40. Does the company currently have fixed and intangible assets?

41. Does the assumptions page clearly show the capital expenditure forecast, the
depreciation methodology, and depreciation rate?

42. Has the model considered the three categories of capital expenditures:
maintenance, growth and environmental?

43. What is the depreciation methodology on the company’s fixed assets?

44, What is the remaining useful life of the existing fixed assets?

45. What rate of depreciation should be applied to new assets?

46. Does the model include a well-designed depreciation schedule?

47. Does the company use the mid-year convention when calculating
depreciation expense in the year an asset was purchased?

48. Do the depreciation calculations include a constraint to ensure the model
does not over depreciate the fixed assets in the future?

49. Do the intangible assets need to get amortized?

50. What is the rate of amortization on the intangible assets?

Income Tax

51.

52.
53.
54.
55.

56.
57.
58.
59.

60.

Does the company have any existing deferred tax assets or liabilities on its
balance sheet?

Does the model include a well-designed income tax schedule?

Does the model consider current and deferred taxes in the forecast?
How does the model arrive at Taxable Income for income tax purposes?
Does the company use a different depreciation method and rate for tax
purposes?

What is the tax basis of the company’s assets?

Is the company allowed to use losses to offset future income?

If so, does the company have any existing tax losses?

Are there any restrictions or expiry dates on the timing or usage of the
company’s existing tax losses?

Is the forecast for current and deferred taxes reasonable relative to the
company’s historical performance?

Working Capital

61.

62.
63.

64.
65.
66.
67.

68.

What are the historical working capital items on the company’s balance
sheet?

Does the company include a well-designed working capital schedule?
Have the historical working capital items been translated into days or
percentages?

Are the assumptions for future working capital days reasonable?

Does the working capital schedule include a line for Net Working Capital?
Was the Net Working Capital calculated correctly as the assets minus the
liabilities?

Does the working capital schedule include a line for the change in working
capital?

If so, does the change reflect the net change in the actual working capital
items, or in the change in cash resulting from the changes to the working

capital items?
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100 Questions Every Financial Modeler Should Know

Debt and Interest

69. Does the model include a well-designed debt schedule?

70. Does the debt schedule include a section for cash and short-term investments
to calculate interest income?

71. Is the company required to maintain a minimum cash balance?

72. Has the company’s existing debt been included on the debt schedule?

73. Will the company be issuing any new debt during the forecast period?

74. Does the model include a revolving credit facility, even if the company
doesn’t currently have a revolver?

75. Does the revolving credit facility clearly show all cash inflows and outflows
that will occur before the revolver takes effect?

76. For all non-revolving debt like term loans, are debt repayments based on
calculations or an assumption?

77. Have the debt repayment calculations incorporated a constraint to ensure
that the model does not ever repay more than what’s outstanding?

78. Are the interest rates on the company'’s debt fixed or variable?

79. If the company has any variable-rate debt, what benchmark rate is used?

80. For the variable-rate debt, is the spread to the benchmark fixed, or does it
vary based on the company’s leverage?

81. Does the model calculate interest expense using opening debt balances or
average debt balances?

82. If the model uses average debt balances, does this lead to a circular reference
in the file?

83. Is it reasonable or appropriate in the model to have a circular reference?

84. Does the Net Interest Expense properly include the interest on all the pieces
of debt?

85. Does the Net Interest Expense subtract out interest income that will be
generated on cash balances?

Equity

86. Does the model have a well-designed equity schedule?

87. Does the company have any preferred or convertible equity?

88. Is the company planning to issue or buy back shares in the future?

89. Does the company pay a dividend or intend to start paying a dividend?

Financial Statements

90. Are there any long formulas on the financial statements, or are the line items
primarily links to schedules?

91. Does the balance sheet balance without a plug?

92. Are all items on the cash flow statement being reflected on the balance
sheet, and is the change in every item on the balance sheet being picked up
on the cash flow statement?

Model Outputs
93. Does the model have a section to calculate ratios and other outputs?
94. Have the model outputs been calculated correctly?

Error Checks and Model Governance

95. Does the model include a dedicated error-check sheet or summary that flags
issues automatically?

96. Is there documentation explaining the purpose, scope, and key design
decisions of the model?

97. If the model was built or assisted by Al, is there a record of the specifications
or prompts used to generate it?

98. Does the model include a version history or changelog?

Executive Summary

99. Does the model include an executive summary to show the results under all
cases?

100.Has the summary page been automated so that it updatis automatically

5
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Advanced Financial Modeler (AFM) Accreditation

e 10% Limited time discount off the AFM Program
e Discount Code: FMI10
e https://events.icaew.com/pd/32008

97%*
of respondents report
the AFM accreditation

strengthened their
financial modeling skills

* AFM Alumni Survey 2026

88%

of respondents report
a positive career or
professional outcome
after earning the AFM
accreditation

85%

of respondents would
recommend the AFM
accreditation to a
colleague
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https://events.icaew.com/pd/32008
https://events.icaew.com/pd/32008

Questions?

Stay Thoughtful. Stay Human.

fminstitute.com | info@fminstitute.com
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