The Community Insurance Eraud Initiative (CIFI)
The Use of a Unique Insurance Database
A 5 Year Retrospecti |

Daniel J. Johnston
President, Automobile Insurers Bureau of Massachuse S;
Executive Director Insurance Fraud Bureau of Massachusetts

Richard A. Derrig, Ph.D.
President. OPAL Consulting LLC
Visiting Professor, Temple University

CAS Annual Meeting
November 16, 2009
Boston, Massachusetts




Agenda

¢ What Is Fraud? Hard \e. _

¢ The Mass. Detail Claim Database
¢ The CIFI Hard Fraud Details

¢ The $$$ Effects of Investigations
¢ Questions and Comments




efinition
PRINCIPL

Clear and willful act
Proscribed by law
Obtaining money or value
Under false pretenses

4 > & %

Abuse: Fails one or more Principles




DerrigTop Five Fraud Ideas

¢ 1. "FRAUD” is ambiguous;.ll-defined.

¢ 2. “FRAUD” should be reserved.for criminal
behavior (Hard Fraud). “Abuse” (Sqft Fraud)

¢ 3. "FRAUD” ambiguity muddles the discussion
and responsibility. Criminal Justice v Claim
Management. Both are necessary (CIFI)

¢ 4. Criminal Fraud is several orders of magnitude
less than popular estimates.

¢ 5. Fraud and Systematic Abuse can and shoulg
be mitigated by computer-assisted trained
adjusters and special investigators.




¢ Insurer Fraud

& Fraudulent Company

& Fraudulent Management
¢ Agent Fraud

@ No Policy

& False Premium
¢+ Company Fraud

€ Embezzlement

€ Inside/Outside Arrangements
¢ Claim Fraud

& Claimant/Insured

& Providers/Rings




Non-Criminal Fraud

¢ General Deterrence — Ins. System,

Ins Dept + DIA, Medical & Bar
Associations, Other Government \
Oversight, Fraud Bureaus (CIFI)

¢ Specific Deterrence — Company SlU,
Auditor, Data, Predictive Modeling for
Claims and Underwriting.




ABUSE-DEFINITION
PRINCIPLES

¢ Not (Criminal) Fraud

¢+ Unwanted, Unintended, Unnecessary Claims
¢ Disputable Damages

¢ Civil Matter

¢+ Company’s Problem

¢+ Regulator’s Problem




HOW MUCH CLAIM FRAUD*
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Insurance Fraud Bureau of
Massachusetts

¢ Statutory, P&C lines, Estab 1991

¢+ Mandatory reporting by insurers; toll-free for
public reporting of fraud

¢ Confidential access to records, such as
Registry, Insurers, Criminal Justice

¢ Access to dedicated AG prosecutors

¢ Immunity from civil liability

¢ Seek Restitution

¢ Auto and WC Insurers assessed for costs




About insurance companies...

“They pay stupidly on claims. They don’t know
when to fight claims or how to¥ight claims. They
accept the wrong claims or they don’t accept the
right claims. They don’t know whattheyre
doing,” he said. |

“They’re outmatched. | beat their heads\in. I'm
not the greatest lawyer in the world. But | win
because I’'m prepared and they’re not.”

James N. Ellis, Jr.
10/08/91
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Detail Claim Data
DCD

Background




DCD Baci ound

In 1993, the Commissioner of I ace
mandated carriers to report to the DCD-specific
information on all Closed Bodily Injury (BI);

Uninsured Motorist (U1), Underinsured Motorist

(U2), Medical Payments and Personal Injury
Protection (PIP) claims on Massachusetts
private passenger and commercial policies
including claims closed with no payment wif
claim handling activity




BJECTIVES

The Four primary objecti
of the DCD are:

¢+ Claim Negotiation and Claim D

¢ Assist Boards of Registration.

¢+ Respond to Division of Insurance
and the Legislature.

¢ Assist the Insurance Fraud Bureau.




DCD Background

The DCD:
+ contains a broad array of dataion injuries,
injury and treatment patterns and the

professionals involved in automo ile
insurance claims

+ has become an important tool in clait
review, cost containment, and the battle
against insurance fraud

¢ is available to insurance company staff
via online database searches and reports




Data-Elements

Company: Insured’s autoinsurance carrier.
¢ Premium Town, Claimant/Insured Address.
¢+ Claimant DOB, SSN, Coverage.
¢ Injury Type (32): Minor, Strain/Sprainy Majc
¢ QOutpatient Providers (2) Individual & Org
¢ Attorney Individual & Organization
¢ Medical Bills; Medicals “Paid”
¢ Investigation: IME, Med Audit, SIU Outcomes




DED_PROVIDER FILE

¢ Dynamic File of Currently~Active Medical
Providers and Attorneys.

¢ File contains individual provider
organizations, and individuals linked to
organizations.

¢+ File streamlines reporting by requiring gnly six
digit codes instead of all name and address
data.

¢ File standardizes reporting - same file is usgd
at each company which reduces errors.




DCD Provider File

¢ Providers on Auto Insurance
Claims on Mass Auto Policies

¢ Automated Access by Companies
¢ October 2009: 126,813 Entries
¢ Medical 96,527; Attorney 30,286




DCD 2008 Closed Claims

138,000 Claims for $91 ion Paid
Bl 34% , PIP 63% , UM+UIM 3%
Strain & Sprain 79%, $575 Million
Major & Fatal 15%, $319 Millio
- Bl: Med 28%, Chiro 39%, PT 24%
PIP: Med 36%, Chiro 27%, PT 16%
Bl: ATTY 88%, Avg $13,454, NA $5,460
PIP: ATTY 47%, Avg $ 4,150, NA $2,157
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