
The Most Effective Tool Available To Insurers
To Defeat Attempts At Insurance Fraud

Insurance fraud has become a major concern for insurers worldwide. It is
estimated that insurance fraud costs companies billions of dollars each year,
leading to increased premiums for policyholders and jeopardizing the stability of
the insurance industry.
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Insurers have been adopting various strategies to combat fraud, including
advanced analytics, data mining, and fraud detection software. However, one tool
has emerged as the most effective in battling insurance fraud - artificial
intelligence (AI).
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AI in Insurance Fraud Detection

Artificial intelligence refers to the simulation of human intelligence in machines
that are programmed to think and learn like humans. When applied to the
insurance industry, AI can analyze vast amounts of data and detect patterns that
humans might miss.

Insurers are using AI-powered algorithms to analyze historical claims data,
customer information, and external data sources to identify patterns and flag
suspicious claims. These algorithms can assess multiple factors simultaneously,
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such as claimant behavior, medical history, accident reports, and past insurance
claims. By comparing these factors against known fraud indicators, AI algorithms
can identify potentially fraudulent claims and alert investigators.

The Benefits of AI in Insurance Fraud Detection

The utilization of AI in insurance fraud detection offers several significant
advantages to insurers:

Improved Accuracy: AI algorithms can analyze large volumes of data
quickly and accurately, reducing false positives and allowing investigators to
focus on genuine fraud cases.

Real-Time Detection: AI systems can identify potential fraud in real-time,
preventing fraudulent claims from being processed and saving the insurer
both time and money.
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Enhanced Adaptability: AI algorithms can continuously learn and adapt to
new fraud techniques, staying ahead of fraudulent activities and evolving
patterns.

Cost Savings: By preventing fraudulent claims, insurers can avoid paying
out unnecessary benefits, leading to significant cost savings.

The Future of AI in Insurance Fraud Detection

As technology continues to advance, AI will play an increasingly important role in
insurance fraud detection. Insurers are leveraging machine learning techniques to
improve the accuracy and efficiency of their fraud detection algorithms. Machine
learning allows AI systems to learn from historical fraud cases, constantly
improving their ability to identify and prevent fraudulent activities.

Moreover, AI can be integrated into other insurance processes, such as
underwriting and claims management, to enhance overall efficiency and reduce
fraud risks. By utilizing AI across the entire insurance lifecycle, insurers can
create a robust defense against fraudulent activities.

Insurance fraud remains a significant challenge for insurers, but with the advent
of AI, the industry has gained a powerful weapon to combat fraudulent activities.
AI's ability to analyze vast amounts of data, detect patterns, and adapt to evolving
fraud techniques makes it the most effective tool available to insurers to defeat
attempts at insurance fraud.

With continued advancements in AI technology, insurers can further strengthen
their fraud detection capabilities and protect their businesses, policyholders, and
the overall stability of the insurance industry.
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A Tool Available to Insurers to Thoroughly Investigate Claims and Work to Defeat
Fraud

The insurance Examination Under Oath (“EUO”) is a condition precedent to
indemnity under a first party property insurance policy that allows an insurer to
compel an insured to submit to questioning from a representative of the insurer
under oath. It is a formal type of interview authorized by an insurance contract.
The EUO is taken under the authority provided by the agreement of the insured
when he, she or it acquires a policy of insurance, to submit to the requirement of
the insurer that the insured appear and give sworn. Failure to appear and testify
is considered a breach of a material condition that can cause the insured to lose
the right to indemnity.
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The EUO is conducted before a notary and a certified shorthand reporter. The
reporter is present to give the oath to the person interviewed and record the
entire conversation and prepare a transcript, in question and answer format, to be
read, reviewed, corrected and signed by the witness under penalty of perjury or
by an oath taken before a notary or judge.

The EUO is a tool sparingly used by insurers in the United States. A professional
insurer will only require an insured to submit to an EUO when a thorough claims
investigation raises questions:

1. about the application of the coverage to the facts of the loss,

2. the potentiality that a fraud is being attempted, or

3. to assist the insured in the obligation to prove to the insurer the cause and
amount of loss.

Although seldom used the EUO is an important tool needed by insurers when
there is a question of coverage, destruction of evidence needed to prove a
compensable loss or the amount of loss or evidence indicating the potential that a
fraud is being attempted.

The Reason for the Examination Under Oath

In 1884, the U.S. Supreme Court explained the purpose of the EUO, as follows:

"The object of the provisions in the policies of insurance, requiring the assured to
submit himself to an EUO, to be reduced to writing, was to enable the company to
possess itself of all knowledge, and all information as to other sources and
means of knowledge, in regard to the facts, material to their rights, to enable
them to decide upon their obligations, and to protect them against false claims.



And every interrogatory that was relevant and pertinent in such an examination
was material, in the sense that a true answer to it was of the substance of the
obligation of the assured. A false answer as to any matter of fact material to the
inquiry, would be fraudulent. If it made, with intent to deceive the insurer, would
be fraudulent. If it accomplished its result, it would be a fraud effected; if it failed it
would be a fraud attempted. And if the matter were material and the statement
false, to the knowledge of the party making it, and willfully made, the intention to
deceive the insurer would be necessarily implied, for the law presumes every
man to intend the natural consequences of his acts. No one can be permitted to
say, in respect to his own statements upon a material matter, that he did not
expect to be believed; and if they are knowingly false and willfully made, the fact
that they are material is proof of an attempted fraud, because their materiality, in
the eye of the law, consists in their tendency to influence the conduct of the party
who has an interest in them, and to whom they are addressed." [Claflin v.
Commonwealth Ins. Co., 110 U.S. 81, 3 S.Ct. 507, 28 L.Ed. 76 (1884)] (Emphasis
added)
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