
Insured persons

Staged accidents

Vehicle thefts
Vehicle owners sometimes make a
false statement that their vehicle was
stolen. Some vehicles are burned, du-
mped, or simply sold abroad, while ot-
hers are sold for parts. Thefts represent
a major expense for insurance compa-
nies, as most cars are never retrieved.

FRAUD

THE ISSUE OF FRAUD IN MOTOR 
INSURANCE

In the last decade, the number of personal vehicles in European
Union has risen substantially ; almost every second European
now owns a car. The increase of vehicles also causes an
increase in accidents, which claim over 30 billion Eurosyearly.
The eminent World Risk and Insurance EconomicsCongress
introduced shocking statistics. Between 17% and 27% of
claims are build ups. 13% to 23% are false. The number of
stolen vehicles is also on the rise; almost 1.2 million vehicles
were stolen in 2002, and less than third were retrieved.

The British Insurance Fraud Bureau, established in 2006 to
fight fraud, placed the problem of motor vehicle fraud among
its top priorities . The American National Insurance Crime
Bureau reports that active fight against fraud saved them more
than 173 million Euros in 2006.

THE MOST COMMON MOTOR INSURANCE FRAUD

Fraud in the field of motor insurance is very versatile, and can come in the form of clients building up claims from real accidents,
entirely false claims, or even false accidents and vehicle thefts , carefully planned by criminal associations.

Insured persons often build up
claims, try to avoid responsibility for
accidents, falsely report pain that re-
sulted from an accident, and mani-
pulate the circumstances of the acc-
idents in a way to receive compen-
sation even when they are not
entitled to it.

Fake or staged accidents are a
carefully planned form of fraud,
usually conducted by a group of
people and vehicles. The fraudster
overtakes the insured and hits the
brakes, causing the victim to crash
the car in front of him. In some cases,

The famous investigation 
in the city of Lawrence

In 2002, insurance investigators detected an unusual increase
in the number of filed claims, and decided to conduct an
extensive investigation.

They uncovered an extensive criminal association that
included lawyers, chiropractics, insurance agents and public
officials .

By 2004, 121 persons, involved in staged accidents were
indicted . The amount on an average damage claim dropped
from $2000 to $952. The number of bodily injures per 100
accidents dropped from 141 to 60. The total expenses for
damage claims decreased for $28.7 million or shocking60%.

another vehicle drives parallel with the victim to prevent him to
avoid the accident by changing the lane. In the drive down
scheme, the victim merges his vehicle into traffic after being
motioned in by the criminal . As the innocent driver begins to
merge, the criminal speeds up and causes a collision. Fraudsters
often cause additional damage to their vehicles, involved both
in real and staged accidents.



Insurers that adopt fraud detection and analysis tools will boost 
their bottom lines and better control premium increases.

Fraud detection and prevention technologies can reduce 
fraudulent claims by an estimated 40%.

FIGHTING FRAUD

LOSSES AND POTENTIAL SAVINGS OF SLOVENIAN INSURANCE COMPANIES*

THE ECONOMICS OF FIGHTING FRAUD

COMPUTER SOLUTIONS BOOST SUCCESS IN FRAUD DETECTION

Due to large number of different institutions involved, and due to
the fact that enormous amounts of data must be processed, it is
impossible to fight fraud without the useof appropriate compu-
ter support . Computer systems enable far more successful fraud
detection than manual investigation, as we can automatically
examine all transactions and further investigate only the most
suspicious ones. Systems also enable easier and faster fraud resolution. The world renowned consultancy group Gartner also
confirmed positive effects of computer solutions for fraud detection.

The economics of detecting and managing fraud are fairly simple. The intention is to cut lossesthat occur because of fraud. The
process can be done ®manually¯+where a certain amount of randomly selected claims is thoroughly examined every month.
However, fraud detection is much more successful with the use of a fraud detection system. A system, which automatically
examines all damage claims is more successful and more efficient. It also offers guidance to system analysts, thus speeding up
their work and making it easier. The savings depend on the successof fraud detection and the efficiency of resolving fraud .

Average savings per examined case [in ~]
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Successful fraud detection Learning and adapting

®L`mt`k¯ eq`tc cdsdbshnm
examines random cases, 
among which only about 

20% are fraudulent. 
Resolving fraud is very 

inefficient without proper 
computer support.

Automatic learning and adaptation 
enable increasingly successful 

fraud detection .

The use of computer systems dramatically 
increases savings. Fraud detection is more 

successful, due to the fact that only the most 
suspiciouscases are examined. Computer 

systems also support the resolution process, and 
thereby contribute to more efficient and 

therefore faster fraud resolution . 

Savings ñSuccess of detection
savings per examined case

= Efficiency of resolution
the number of examined cases
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** Estimate of losses represent between 10% and 18% expenditure for damages. 

*** The estimates of potential savings are calculated in the following way: 
-Lower limit: there are only 10% fraudulent claims, and we resolve 20% of these claims;
-Upper limit: there are 18% of fraudulent claims, and we resolve 80% of these claims.
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in millions of Euros
Losses**: between 16.9 mio and 30.4 mio ~

Potential savings***: between 3.4 mio and 24.3 mio ~

Losses **: between 15.5 mio and 28 mio ~

Potential savings ***: between 3.1 mio and 22.4 mio ~

Losses **: between 5.3 mio and 9.5 mio ~

Potential savings ***: between 1.1 mio and 7.6 mio ~

Losses **: between 0.2 mio and 0.3 mio ~

Potential savings ***: between 0.04 mio and 0.25 mio ~

Losses **: between 0.2 mio and 0.4 mio ~

Potential savings ***: between 0.05 mio and 0.33 mio ~

Losses **: between 1.5 mio and 2.7 mio ~

Potential savings ***: between 0.3 mio and 2.1 mio ~

Losses **: between 0.1 mio and 0.2 mio ~

Potential savings ***: between 0.02 mio and 0.16 mio ~



ADMIRAL

Optilab d.o.o.

Teslova ulica 30
SI±1000 Ljubljana
Slovenia

w: www.optilab.net
e: info@optilab.net

t: +386 1 241 98 86
f: + 386 1 241 98 87

Admiral is an intelligent computer system that helps prevent , detect and
resolve fraud. It is based on analyses of damage claims that insurance
companies receive from the insured and car repair shops. It uses the most
advanced approaches to find both known fraud types, and suspicious
anomaliesthat might be connected to new types of fraud.

Admiral is a priceless tool for insurance claim supervisors. It examines every
single claim, and alerts the supervisor in case of suspicion. The use of
intelligent sorting mechanisms guides the supervisors to first examine the
most suspicious cases, and the ones with the highest damage claims.
Admiral also provides explanations, reports , documents and advanced
visualizations for each case, and thereby makes it easier for the supervisor to
understand the case. These documents enable the supervisor a credible
stance against the violators . Admiral is constantly automatically improving ,
since it is designed in a way that enables it to learn from supervisors and
experts who take part in fraud resolution.

ADMIRAL CHARACTERISTICS 

Detecting known fraud types and inconsistencies. Admiral includes special
expert system modules for detecting various types of fraud, such as staged
accidents, fake vehicle thefts, build ups, etc. The system then uses the
modules to find known types of fraud and inconsistencies. The modules can
be easily updated and enhanced.

Detection of suspicious anomalies. Admiral includes modules that search for
suspicious anomalies by insurances agents, the insured, car repair shops,
and others, involved in the process of motor insurance. These modules
search for suspicious and sudden changes in behavior of the
abovementioned subjects.

Automatic learning and adaptation. Admiral is an intelligent system that is
able to learn from analysts­actions and detect changes in the environment.
Thereby the system constantly improves fraud detection and prevention
performance and at the same time adapts toeq`tcrsdqr­changingtactics.

Resolving inconsistencies. Admiral increases the efficiency and simplifies
the process of resolving fraud by founding its suspicions with additional
reports, documents, and advanced data visualizations. This data also serves
as evidence that enables a credible stance against violators.

Explanation of inference. Due to the way that expert knowledge is encoded,
Admiral can easily explain to the analyst why a certain damage claim is
suspicious.

Performance. Admiral is designed in an advanced multitier architecture that
enables multiple independent fraud detection engines. Such a design
enables the system almost linear scalability and a minimal load of other
components of thebkhdms­rinformation system.

Review of key performance indicators. Admiral keeps track of process re-
sults that can be summarized for the management with a dashboard of key
performance indicators. These indicators enable the management a fast in-
sight into efficiency in the field of detecting, resolving and preventing fraud.

Deployment methodology. A special methodology that enables incremental
deployment of the system by modules is used to deploy Admiral. The
methodology is designed to offer results in very early stages of the project,
even before the system has been set up at thebkhdms­rsite.

FIGHTING FRAUD

Detection

Investigation

Prevention

Deterrence 

Redress

Fraud deterrence is a very important component
of fighting fraud. It is based on notifying the
public and creating a general awareness that
fraud is unacceptable and a criminal offence . In
case fraud still occurs, Admiral helps to
successfully prevent it. It also enables timely
detection of fraud that cannot be prevented.
Once the system detects fraud, it gives the
analyst an insight into reports, documents and
visualization of data, which enable effective and
professional investigation of the cases. Once the
analyst is certain that he is dealing with a
fraudulent case, Admiral helps with guidance
through court and out-of-court procedures that
help him seek redress.
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