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Today’s Agenda 4 PYA

ACCOUNTANTS
& ADVISORS

1. Occupational Fraud Fundamentals: What Every Organization Should Know
a) What is fraud?
b) Who commits it?
c) How is it committed?
d) How is it prevented?
2. The Role of a Forensic Accountant

3. Trends in Fraud and Artificial Intelligence

4. Fraud Prevention and Best Practices
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Key Occupational Fraud Resources and Guidance 4 pvYA

ACCOUNTANTS
& ADVISORS

 Association of Certified Fraud
Examiners (ACFE)

* Fraud Examiners Manual
« 2026 Report to the Nations
» 2026 Anti-Fraud Technology

Benchmarking Report
. I I I e 2026 ANTI-FRAUD TECHNOLOGY
!nformatlon from thes_e publlcatlo_ns T SIFLNTE RN T
is used throughout this presentation. THE NATIONS

Can be found at:
https://www.acfe.com/training-events-

and-products/books-and-manuals
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Understanding the Fraud Triangle V 2

ACCOUNTANTS
& ADVISORS

Occupational fraud is the use of one’s occupation for personal enrichment through the deliberate
misuse or misapplication of an organization’s resources or assets.

* Financial pressure

* Poor oversight

* A“non-shareable” financial problem,
often solved with cash or assets

* Excessive authority

* Entitlement mindset
* Protecting the business

* Opportunity

» A perception that a crime can be
committed without being caught

THE FRAUD
TRIANGLE

 Rationalization

» Justification of the misdeed before the . :
. } ) ; R Financial
crime is ever committed Rationalization Pressure

Sources:
* Family pressures

* Lifestyle

» https://bjs.ojp.gov/taxonomy/term/financial-fraud

» https://fraudexaminersmanual.com/section-3-fraud-prevention-and-deterrence/understanding-

financial-crime/research-on-occupational-fraud-and-abuse/?highlight=triangle
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Types of Occupational Fraud

4 PYA

ACCOUNTANTS
& ADVISORS

« Asset misappropriation

Asset
misappropriation

- A scheme in which an employee 90% [ B 100,000

steals or misuses the employing
organization’s resources

 Financial statement fraud

* A scheme in which an employee
intentionally causes a misstatement
or omission of material information
in the organization’s financial reports

« Corruption

Corruption

45% | H 150,000

Financial
statement fraud

6% [ I 1,000,000

* A scheme in which an employee
misuses their influence in a business
transaction in a way that violates
their duty to the employer in order to
gain a direct or indirect benefit

Source: https://www.acfe.com/fraud-resources/report-to-the-nations
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Case Study #1 | Non-Profit Entity

* Gender: Male

* Tenure: 8 years

« Age: Late-Twenties

« Alleged Fraud: $5,000
* Length: 1-time

* Position: Controller

e Qutcome: Terminated

4 PYA

ACCOUNTANTS
& ADVISORS

G Red Flags

» Lifestyle

 Conflict of Interest

Corrective Action

- Segregation of duties
 Internal controls assessment

* Implementation of an
automated approval workflow

The Bottom Line — Occupational Fraud: A Risk Every Organization Faces; September 24, 2026
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Common Fraud Myths vs. Reality 4 pYA

ACCOUNTANTS
& ADVISORS

Myth
<100 employees
Fraud can only happen 2y [ I 125000

In large organizations.
— 100-999 employees

23 [ I 110,000

1,000-9,999 employees

20% [ I 100,000

Real ity 10,000+ employees
Every organization 26% [N D 123,000
Is vulnerable.

Source: https://www.acfe.com/fraud-resources/report-to-the-nations
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TENURE _ GENDER 4 pYA

THE LONGER $200.000 WOMEN . MEDIAN LOSS ACCOUNTANTS
a fraudster has committed fewer & ADVISORS

e e
@ - - Common Fraud Myths
vs. Reality (cont.)

]
THE MORE - —
COSTLY SUET  —
their fraud. MEDIAN L03S —

100,000 —
——]
—

MEDLAN LOSS [ﬁ]

$50.000

COLLUSION

FRAUDSTERS WHO COLLUDED with
others caused median losses MORE THAN

4X AS HIGH as those who acted alone. Myth

/ 1 Perpet LB 2+ Perpetrators
EDUCATION $55,000 &‘ $224,000 Trusted employees are low risk.

rd e —
MORE THAN 60% f \
of occupational |.. 62% ,.'l P AGE
fraudsters HAD W5 / SE?E - 000
A UNIVERSITY S
DEGREE OR HIGHER.

—— MORE THAN
TWO-THIRDS
of fraudsters were

Fraudsters WITHOUT A DEGREE — 31-50 years old.
caused LOWER LOSSES.

s @ K Realit

P & $117000 1. y

Universty dogree o ighar FRAUDSTERS OVER THE Many fraUdSterS are Iong_tenured,
AGE OF 50 caused the trusted individuals.

highest median losses.

Source: https://www.acfe.com/fraud-resources/report-to-the-nations
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Common Fraud Myths vs. Reality (cont.) 4 pYA
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Myth v [ /3%

Employee

. . Internal audit I 15%
AUdltS Wl” CatCh fraUd Customer
Management review I 13%
Anonymous
—— Document examination I h%
Vendor
Account reconciliation I ho%
Other
Other I h%
Bank/financial
By accident I 4% institution
Automated transaction/ I 39, Competitor
Rea I ity data monitoring Shareholder/
External audit I 2% oWner
T|pS are the mOSt common Surveillance/monitoring I 2%
detection method. Notfcaton by | 0,
law enforcement 0
Confession I 1%

Source: https://www.acfe.com/fraud-resources/report-to-the-nations
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Lack of internal controls 33%

Common Fraud Myths
vs. Reality (cont.)

Override of existing internal controls 19%

Myth

Strong controls eliminate fraud.

Lack of management review 18%

Poor tone at the top 7%

Lack of competent personnel in oversight roles 7%

. . 0 Other 6%
Lack of independent checks/audits 4 /[l

u
Lack of employee fraud education 3% Re a I I ty

Lack of clear lines of authority 2%

Controls reduce risk;
culture matters too.

Lack of reporting mechanism <1%—

Source: https://www.acfe.com/fraud-resources/report-to-the-nations
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Behavioral and Organizational Warning Signs 4 PyA

taing beyond means |, 39 0
puancat ancoe: 20% 2% 0
Unusually close association _ Demotion 2 /
with vendor/customer 17% \ 0 .
Nobehavioral red flags . ||| 16% 0/ Involuntary cut in hours
Control issues, unwillingness _ 12% 0 \ Poor performance
to share duties 0 Cutoa \ evaluation
Bulyingorntmicatn | 1% 3 % . |
Irritability, suspiciousness, or _ H T
defensiveness 11% Cut in benefits
Divorce/family problems _ 9%
“Wheeler-dealer” attitude _ !I%
Addiction problems _ B%
Complained about inadequate pay _ 6% 7%
Excessive pressure from within
organization - 5% Other
Refusal to take vacations - 5%
Other employment-related problems - 5%
Past legal problems - 5%
Other - 5%
Social isolation - 4% 7%
Excessive tardiness or absenteeism 4% Actual job loss .
- ) - Fear of job loss
Complained about lack of authority - 4%
Excessive family/peer pressure for - 3%
success
Instability in life circumstances - 3% Denied raise or
Excessive intemet browsing . 2% promotion |

Source: https://www.acfe.com/fraud-resources/report-to-the-nations

The Bottom Line — Occupational Fraud: A Risk Every Organization Faces; September 24, 2026 Page 14


https://www.acfe.com/fraud-resources/report-to-the-nations
https://www.acfe.com/fraud-resources/report-to-the-nations
https://www.acfe.com/fraud-resources/report-to-the-nations
https://www.acfe.com/fraud-resources/report-to-the-nations
https://www.acfe.com/fraud-resources/report-to-the-nations
https://www.acfe.com/fraud-resources/report-to-the-nations
https://www.acfe.com/fraud-resources/report-to-the-nations
https://www.acfe.com/fraud-resources/report-to-the-nations
https://www.acfe.com/fraud-resources/report-to-the-nations

Case Study #2 | Private Organization V 27

ACCOUNTANTS
‘ G Red Flags
 Gender: Female

& ADVISORS
« Control issues
* Tenure: Unknown

» Age: Mid-forties
 Alleged Fraud: $500,000

* Length: 8 years

» Position: Customer
Service Representative

Corrective Action

- Segregation of duties

 Qutcome: Prosecuted
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The Role of a Forensic Accountant

« Blend of accounting, investigation, and communication
» Objective analysis of complex financial issues

« Supports organizations, attorneys, boards, and regulators

Fraud Shareholder Transaction
Investigations Disputes Analysis

Economic
Damages

4 PYA

ACCOUNTANTS
& ADVISORS

Regulatory
Matters

The Bottom Line — Occupational Fraud: A Risk Every Organization Faces; September 24, 2026
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Case Study #3 | Large Publicly-Traded Organization 4 PYA

‘ » Gender: Male

* Tenure: 8 years
» Age: Mid-forties

* Alleged Fraud:
$14,000,000

* Length: 4 years

* Position: Assistant
Treasurer

 Qutcome: Prosecuted

ACCOUNTANTS
& ADVISORS

G Red Flags

» Lifestyle

« Conflict of interest (vendor
relationship)

Corrective Action

 Review of vendors and
services provided

The Bottom Line — Occupational Fraud: A Risk Every Organization Faces; September 24, 2026
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Trends in Fraud and Artificial Intelligence
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Fraud and Artificial Intelligence £ PYA

ACCOUNTANTS
& ADVISORS

Al enables fraud

» Creates convincing scams and impersonations | * Detects unusual transactions and patterns

* Generates fake documents and identities « Identifies phishing and scam activity

* Increases the speed and scale of fraud » Supports risk monitoring and investigations
* Ability to analyze unstructured data

Sources:
https://www.acfe.com/-/media/files/acfe/pdfs/benchmarking-report/anti-fraud/2026-anti-fraud-technology-benchmarking-report.pdf
https://www.acfe.com/fraud-magazine/all-issues/issue/article?s=2026-marapr-lessons-from-deepfake-frauds
https://www.journalofaccountancy.com/issues/2026/jul/a-guide-to-fighting-ai-fueled-ap-ar-fraud/
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Fraud and Artificial Intelligence (cont.)

Only 7% of organizations are
more than moderately prepared
to detect and/or prevent
Al-POWERED FRAUD.

These schemes have increased the
most over the past two years:

« Deepfake Social Engineering
« Consumer Fraud/Scams

Generative Al Document
Fraud/Forgery

Deepfake Digital Injection

Generative Al in Anti-Fraud Programs

Accuracy of results or output was the most important factor

in considering whether to implement generative Al as part of an
anti-fraud program, with 86% of organizations rating it important
or very important.

. . Currently
Do Organizations 16% Use
Currently Use

Generative Al?

Do Not
Expectto Use 26%

Plan to Use
in the Future 58%

Among organizations using generative Al,
it is most commonly used for:

« Phishing and Scam Detection (49%)
+ Risk Identification/Assessment (46%)
« Report Writing (45%)

Source: https://www.acfe.com/-/media/files/acfe/pdfs/benchmarking-report/anti-fraud/2026-anti-fraud-technology-benchmarking-report.pdf
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Preventing What Went Wrong

v Design controls
around identified
fraud risks

v’ Strengthen
management review

v Monitor control
overrides

v’ Set the right
tone at the top

Source: https://www.acfe.com/fraud-resources/report-to-the-nations

17%

Lack of

management review

EMPLOYEE

34%

Lack of internal
controls

20%

Qverride of

. existing controls
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OWNER/EXECUTIVE

20%

Poor tone at

the top /

28%

Lack of internal
controls

20% 19%

Override of

existing controls Lack of i
. management review -

MANAGER

28%

Lack of internal
controls

19%

Override of
existing controls
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Case Study Comparison

* From a $5,000 one-time loss to $14 million over four years — fraud spans every role, age,
and tenure. It can happen to any organization.

Attribute Case 1 Case 2 Case 3
Gender Male Female Male
Age Late-Twenties Mid-forties Mid-forties
Position Controller Customer Service Assistant Treasurer
Tenure 8 years Unknown 8 years
Alleged Fraud $5,000 $500,000 $14,000,000
Length 1-time 8 years 4 years
Outcome Terminated Prosecuted Prosecuted
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Prompt
Response

Fraud prevention is most
effective when awareness,
controls and accountability ree carong

work together.

Continuous Speak-Up
Monitoring Environment
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Our Next Installment;

November 5, 2026
12:30 pm — 1:30 pm ET

Tax Updates: Staying on
Top of OB3 Regulations

1 CPE credit available

Please leave a comment regarding topics
for future installments of The Bottom Line!



Thank you for attending!

PYA's audit, accounting, and assurance subject matter experts tackle the
latest industry topics and questions in PYA's The Bottom Line webinar series.

For on-demand recordings and information on upcoming
topics and dates, please follow the link below.

pyapc.com/the-bottom-line-webinars
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