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Public Sector Financial Fraud
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Scope, Patterns, and Risk
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Do Good People Commit Fraud?

“Corruption, embezzlement, fraud, these 
are all characteristics which exist 
everywhere. It is regrettably the way 
human nature functions, whether we like 
it or not. What successful economies do 
is keep it to a minimum. No one has ever 
eliminated any of that stuff.”

Alan Greenspan
Former Chair, Federal Reserve of the United States
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• Public Servants
• Trusted Employees
• Friends
• Family Members
• Advisors
• Consultants
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Donald Cressey’s “Fraud Triangle”

Personal integrity may be the most important factor in keeping a person from misappropriating assets.
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Association of Certified Fraud Examiners (ACFE)

Occupational Fraud 2024: Report to the Nations
• The report is published as a Biennial report
• It is based on the results of the ACFE 2023 Global Fraud Survey
• Online survey of Certified Fraud Examiners conducted from July 2023 to September 2023
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Occupational Fraud

Asset Misappropriation

Definition: Employee stealing or 
misusing the employing 
organization’s resources
Fact: This is the most common 
category of occupational fraud 
occurring in 89% of the cases
Examples:
• Falsified expense claims
• Theft of cash deposits
• Payroll fraud

Corruption

Definition: Employee uses 
dishonesty and their position of 
power to benefit themselves at the 
expense of others
Fact: Almost half (48%) of the 
cases in the 2024 study involved 
corruption
Examples:
• Invoice kickbacks
• Bribery
• Conflict of Interest

Financial Statement Fraud

Definition: Employee intentionally 
caused a material misstatement or 
omission in the organization’s 
financial statements
Fact: Occurred in the fewest 
number of cases (5%) but causes 
the greatest median loss
Examples:
• Manipulation of revenue 

recognition
• Manipulation of accounting 

accruals
• Improper capitalization of 

expenses

8 Source:  Association of Certified Fraud Examiners, Occupational Fraud 2024: A Report to the Nations
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Fraud By The Numbers
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89%

Asset Misappropriation

48%

Corruption 

Show me the Money – Median Loss due to Fraud

5%

Financial Statement 
Fraud

$766K$200K$120K

Types of Fraud Committed by Percentage

Source:  Association of Certified Fraud Examiners, Occupational Fraud 2024: A Report to the Nations
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Occupational Fraud by Industry

10 Source:  Association of Certified Fraud Examiners, Occupational Fraud 2024: A Report to the Nations
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Occupational Fraud Types by Industry

11 Source:  Association of Certified Fraud Examiners, Occupational Fraud 2024: A Report to the Nations



Detection and Prevention – Shifting 
from Passive to Proactive
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Why Does Fraud Happen?
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According to the ACFE Report to the Nations 

Lack of internal 
controls
32%

Override of 
existing controls
19%

Lack of internal controls Override of existing controls

More than half of cases occur due to:

Source:  Association of Certified Fraud Examiners, Occupational Fraud 2024: A Report to the Nations
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Detecting Fraud
How is occupational fraud initially detected?

From the ACFE Report to the Nations: Tips are reported in various ways:
• Directly to internal audit function 

• In-person, or 
• Email account setup specifically for reporting 

purposes
• Third-party Hotlines
• Directly to Management

14 Source:  Association of Certified Fraud Examiners, Occupational Fraud 2024: A Report to the Nations
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Passive vs. Proactive

15 Source:  Association of Certified Fraud Examiners, Occupational Fraud 2024: A Report to the Nations
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Common Anti-Fraud Controls

Source:  Association of Certified Fraud Examiners, Occupational Fraud 2024: A Report to the Nations
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Effectiveness of Anti-Fraud Controls

Source:  Association of Certified Fraud Examiners, Occupational Fraud 2024: A Report to the Nations
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Prevention & Detection Guidance

Prevention Strategies

• Strong policies and procedures
• Segregation of duties
• Education and training
• Transparency
• Whistleblower protections
• Regular audits

Detection Strategies

• Monitoring systems
• Data analytics
• AI and machine learning
• Internal controls
• Investigations
• Collaboration with law enforcement
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Continuous Monitoring: Seeing Risk 
before it Becomes Fraud
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Why Continuous Monitoring?

Most frauds are iterative, 
cumulative, and adaptive.
So…
• Small adjustments become 

routine
• Overrides increase 

gradually
• Estimates drift further from 

reality each period

Frauds rarely start material 
— they become material 
when no one notices the 
patterns.

Analytics occurs in real time, 
and spots emerging patterns, 
subtle departures from 
normal, and do not rely solely 
on static rules.

Often reported via interactive 
dashboards, alerts, and AI-
assisted detection.
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Use of Data Analytics in Anti-Fraud Programs

21 Source: 2026 Anti-Fraud Technology Benchmarking Report, Association of Certified Fraud Examiners and SAS
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Why Automation and Dashboards?

Automated systems are built 
once; removes 
procrastination

Visual analysis is superior to 
table outputs

22

Interactive visualization 
supports knowledge 
discovery and question 
asking

Continuous monitoring 
systems are capable of 
sending email/text alerts and 
even halting suspicious 
transactions before they 
occur.

Creates a solid technological 
foundation for supporting AI-
assisted detection.
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Network Relationship Mapping
A Digital “Crazy Wall” for Tracking Relationships

Sources for Mapping
• Email
• Social Media
• Observation
• Interviews
• Documents
nodexl.com
• Excellent for tracking leads on larger 

investigations, particularly conflicts of interest 
and “buddy networks”.
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Artificial Intelligence
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A Double-Edged Sword in Fraud 
Risk
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Are Organizations Ready to Combat Fraud involving AI?
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2026 ANTI-FRAUD TECHNOLOGY 
BENCHMARKING REPORT

Collaboration report by the ACFE and SAS
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Preparedness for AI-Related Fraud

26 Source: 2026 Anti-Fraud Technology Benchmarking Report, Association of Certified Fraud Examiners and SAS



© 2026 Forvis Mazars, LLP. All rights reserved.27 Source: 2026 Anti-Fraud Technology Benchmarking Report, Association of Certified Fraud Examiners and SAS

Preparedness for AI-Related Fraud
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Preparedness for AI-Related Fraud



© 2026 Forvis Mazars, LLP. All rights reserved.

AI Uses in Fraud Detection

Automated Anomaly 
Detection

• Unusual transaction 
amounts

• Multiple transactions 
from the same device

• Purchases made from 
different locations in a 
short period of time

Behavioral Analysis

• Purchases outside of 
normal spending 
habits

Natural Language 
Processing

• Analyze individual 
communications 
(email or chats) to 
identify indications of 
fraud

Continuous Learning

• AI can be continually 
trained with new data 
to improve accuracy 
and effectiveness 
over time
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How Does AI Fraud Detection Work
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Data 
Collection

Feature 
Engineering

Model 
Training

Anomaly 
Detection

Continuous 
Learning

Alerting and 
Reporting



© 2026 Forvis Mazars, LLP. All rights reserved.

Benefit of AI Fraud Detection

• Real-time detection and prevention
• Scalability
• Cost reduction
• Increased accuracy
• Stakeholder trust and satisfaction
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Challenges of AI Fraud Detection

• Data quality and availability
• Integration with existing systems
• False positives and stakeholder friction
• Keeping up with evolving threats
• Regulatory compliance and ethical considerations
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Role of AI in Continuous Monitoring

Supervised Machine 
Learning
Can learn transaction and 
behavior patterns and 
identify departures from 
normal. Paired with 
continuous monitoring, 
can send alerts and even 
stop transactions.

LLM-style AI

“Master oversight” 
function can correlate 
apparently unrelated data 
and patterns that 
individually seem trivial 
but together tell a story 
(refer to previous 
example).

Agentic AI

(AI that can make 
decisions on next steps) 
is proving useful in 
reconciliations, spotting 
fraudulent behavior, and 
errors.

Unsupervised Machine 
Learning
Are adept at identifying 
outliers and anomalies for 
which there may (yet) be 
no rules.
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Connect With Me on LinkedIn

Robert Sprague, CPA
Managing Director, 
Forvis Mazars, LLP
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Contact

Forvis Mazars

The information set forth in this presentation contains the analysis and conclusions of the author(s) based upon his/her/their research and 
analysis of industry information and legal authorities. Such analysis and conclusions should not be deemed opinions or conclusions by 
Forvis Mazars or the author(s) as to any individual situation as situations are fact-specific. The reader should perform their own analysis 
and form their own conclusions regarding any specific situation. Further, the author(s)’ conclusions may be revised without notice with 
or without changes in industry information and legal authorities.
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