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How Can I Cheat Thee? Let Me
Count the Ways. (apologies to Will)

N

#Claimant Fraud
#Provider Fraud (+ Lawyers)
#Agent Fraud

#Policyholder Premium Fraud
#Employee Theft/Fraud
#Check Fraud

#Other "Leakage”




) Baseball Injury — No Health Insurance?

Claim Information

Claitm Mumber: 3051468 Mature/Body Fart: 49845 sprainfankle

Legal: Ho (Cause: strain or inj by - miscellaneous

Adjuster Mumber: 3026 Accident Description: getting off trailer, twisted ankle
Accident Date: 02f2662007 Oce. on MO truck driver

*SILVALERT: Accident reportecly Claimart; Shawm T Class Code: 6319 water main const noc & drs *

accurred on 3 Monday 3t 700 AM. Dite of Hire: 0500142006 Bill Plan:

s reported on a Mobcday .
Aoe: 40 Folicy: 57289 |- ONSTRUCTORS
SEx: M INC

Grozs Reported:  $13,000
Faic to Date: $0
eekly Nage: $750




“Paid Under Table Until Injured

\‘/

Alert

Claim Information

*3ILVALERT: Clairmant was
reportedly hired 4 days hefore
accicert.

Claim Mumber: 3051453
Legal: No
Adjuster Mumber: 2005
Accident Date: i2R2412007

Claimant; I]mar-

Diate of Hire: 0252002007

Ae: 26

Sex W
Gross Reported: £8.400
Paid to Date: 0
eekly Nage: $267

Mature/Body Part: 10836 contusionKinger(s)
Cauze: caught in machine or machinery
Arcident Descripion: finger got caught in machine
Oce. on MOl farm labor
Class Code: § farmigard & veq & drs
Bill Plan:
Falicy: 51005 [ HARYVEST INC




“Another? Or just bad luck?
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Alert

Claim Information

*BILALERT: Claimart was
reportedly hired O days hefore
accidert.

Claim Mumber: 30519635
Lecjal: No
Adjuster Mumber: 2009
Arcident Date: 03M482007

Clairnart: Juli_

Diate of Hire: 03M4£2007

Ager 3

Sexl MW
Gross Reported: $12,450
Paid to Date: $0

iekly Wage: $267

MaturesBody Part: 1086 contusionfoot
Cause: struck or injured, noc
Accident Description: tomato trailer ran over left foot
Qce. on MOl picker
Class Code: 16 fruit pick by contr & drs
Bill Plan:

Folicy: 44575 N 1NC




The Class Code Game

Clazz Code

G810 - CLERICAL OFFICE EMPLOYEES MOC

G742 - SALESPERZOMNS COLLECTORS OR MESSEMNGERS-OUTSIDE

G832 - PHYSICIAN & CLERICAL

SE06 - CONTRACTOR-EXECUTINVE SUPERVISOR OR COMSTRUCTION SUPERIMTEMDER
8068 - COLLEGE: PROFESSIOMNAL EMPLOYEES & CLERICAL

9032 - RESTAURAMNT MOCICATERER

5190 - ELECTRICAL WiRIMNG-WITHIM BUILDIMGS & DREIVERS

9060 - CLUB-COUMTRY GOLF FISHING OR Y ACHT-& CLERICAL

0008 - FARM: GARDEMMNG-MARKET OR TRUCK-& DRIVERS

0016 - FARM: ORCHARD & DRIVERS

8017 - STORE: RETAIL ROC

5221 - CONMCRETE OR CEMENT WORK- FLOORS DRMNEWANY'S YWARDS OR SIDEWALR
8380 - AUTOMOBILE SERVICE OR REPAIR CEMTER & DRIVERS

2183 - PLUMBIMG MOC & DREIVERS

9012 - BUILDING OPS BY OWVIMER LEZSEE OR REAL

9015 - BUILDING=-OPERATION BY OWVIMER OR LESSEE

G601 - ARCHITECT OR EMGINEER- COMNSLULTIMG

G217 - EXCANATION & DRIVERS

3724 - MACHINERY OR EQUIPMENT ERECTION OR REPAIR NOC & DRIVERS

Q022 - MASOMNREY NOC

8861 - CHARITABLE OR'WELFARE - PROFESSIOMAL EMPLOYEES AMD CLERICAL
a745 - AUTOMOBILE SALESPERZONS

a820 - ATTORMEY -ALL EMPLOYEES & CLERICAL MESZEMGERS= DREIVERS

521353 - CONMCRETE COMSTRUCTION MO

Inzured Payraoll

1,066,004 730
$346 186 597
$311 529,755
141 406 536
113,806 503
109,921 924

$93,019 697
$56,730,935
$54 545 351
$76,34 572
$71,351 415
$66,630,115
$63,360,059
$55,244 GE1
$50,602 527
$49 455 136
$4i3 593,956
$43,030,125
$41 775,591
36, 365,904
$34 05T 952
32,970,790
30,096 555
$20,972 757

Rate per $C
052
1.21
0.95
4 57
1.08
5.91

1073
427
716

16.44
3.32

15.04
77

10,71
1.56

1007
1.99

13.79

12.99

23189
1.52
1.79
053

§D.EE



‘Whoops — an honest mistake?

\IJ

Alert

Claim Information

*SILUALERT: Claimarts wace is at
least 22%0 below average for class
cocle (b Gencder).

*LC ALERT: Policy holder has 2 LT
claims with DOA = Aar 1, 1993
totalling $67 583, Prem: §0

Claitn Mumnber: 3052663
Legal No
Adjuster Mumber: 452
Accident Date: 04M3£2007

Claimart: Antonio|| | K NGTGTH
Diate of Hire: 04H112006
Aoe: 43
Sex M
Gross Reported:  $57,350
Paid to Date: $0
iakly Miage: $130

Mature/Body Part: 10850 contusionimultiple lower
extremities

Cause: fallislip same level
Accident Description: picking up trashislippedXell
Oce. on MOl porter§anitor
Class Code: 9403 garbage collection & drivers
Bill Plan:

Policy: EEEH_EWEEPIHE

SERVICES INC




Hmmmmm....
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Alert

Claim Information

*SILUALERT: Claimarts wace is at
legst 3% helow average for class
cocle (b gender’).

*5IU ALERT: Accident reportecy
occurred on g Monday at 200 A6 |
was reported on a Monday .

Claim Mumber: 2052950

Lenal: No

Addjuster Murmber: 2009
Accident Date: 04H6R2007

Claimarnt; Juan _

Diate of Hire: 0182242007

Ane: 20

Sex M
Gross Reported:
Paid to Date:
Miekly iz

$56,750
$0
$400

Mature/Body Part: 1080 contusionimultiple body parts
Cauze: struck by moving parts of machine
Accident Description: walking by backhoedstruck by bucket
oce. on MO laborer
Class Code: 5606 exec supervisionfindirect *
Bill Plat:

aicy: 47637 || CONSTRUCTION

INC




Treasure in the Text

N

# Text-mine accident descriptions
#For selected class codes, look for key

words and phrases

# Some things shouldn’t happen to
secretaries and managers




Text Gems

D

# Class Code 8810 (clerical)
# Business Type: Agricultural

#Job Description: Secretary
#®\Weekly Wage: $2,600 ($135K/yr)
# Accident: “Fell from horse...”
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Examples

# For managers/supervisors in roofing
business, look for: “fall” “fell” “ladder”

“scaffold” “climb”

#For all clerical classes (no driving
permitted), look for auto accidents,
“car” “truck” “rear-ended” “driver”
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More Mathematical Tools

D

# Use inferential statistical models to
detect frequency and severity that are
not consistent with earned premium

#Suggests: really bad luck OR bad loss
control practices OR paying workers
under table to avoid premium and taxes
OR class code manipulation OR culture
of claim fraud, etc.
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“Problem Accounts Report”

N

\V

Expetrt System ~ Claim Frequency and Cost Alert [MU Formmat]
PHY  Folr 2004 2005 ZOOEWTD  2007TD Claim Counts by month (36 manths)  Current konth F Counts Alerts  Probability

22097 OF SOUTH GEORGL LLP Statuz A FICcode 5151 BEER ANMD ALE Mo LR 212%

1 M ALBANY, GA 31707 Eff Dates 332006  33/2007 GowClass 7300 {SI':'EE 0 it

Phone Cust Since 3A4E003 (<38 or new acsourts)
ENf Daks 340004 G005 G006 302007 g0 11221171 41121111 11 1. 75w 100.0°%
EanedPem 42,636 41372 36 76 5,202 # LT <g2sk 2 1 11 5 = a7 3%
Bl R e sTD sTD sTD STD #LTask008 L 1.1.......... 1...... 2 2917
NCZ | Exp Ihad 136 1234 1.02 M R 1] 0.0%
LaE PmE 111 3 m 0.0 LT Sianve s

Agency: 206 -genc'g.rlnc Primary LCR _ LC Distr 9 hLI: A_
Agency Conact:
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The Technology

D

#SAS-based data warehouse
#SAS script — runs every night and sends

email aler

's to appropriate departments

#SAS text mining for selected patterns

(periodic)
#SAS + MS

Access for frequency/severity

analysis (monthly)
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'Other Sources of Leakage
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Provider Fraud

D

# Excessive (out of pattern) use of
expensive treatments, tests, and
medications, services (non-WC)

# Constellations of providers and
attorneys

#® Excessive cross referrals
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Keep an Eye on the Adjusters

N

#Payments to a provider not used by any
other adjuster

#® Payments just below authorization limit

#Payment amounts “out of pattern”
(Benfield's Law)
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Watch for Subrogation

#\We alert the Subrogation Unit of
Workers’ Compensation claims arising
from auto accidents or injuries caused

by conditions at locations controlled and
insured by others (same system)
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Use External Data

D

#DR&B reports employee count — compare
it to applications and audits of
policyholders

#1S0O has a central database of claims
from all participating carriers — check
your claimants

# Check MVRs and other data sources for
prior accidents and injuries

19




Bottom Line: Use Your
Technology

N

#\Watch for special conditions
#\Watch for patterns

#\Watch for signs of employee fraud
#Mine the text

# Assemble data from multiple sources

# Send the right info to the right people —
but not too often or too much!
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Questions?

D

Ned Wilson, PhD, CPCU
AVP Treasury & Planning
FCCI Insurance Group, Sarasota FL
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