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MULTIPLE POLICY FRAUD..
A Thing of the Past, or Not?

There is general concumence within the insurance industry, in
law enforcernent, and in the ranks of consumer advocate organi-
zations, that progress has been made over the past decade in
implermenting anti-fraud laws and alerting the public fo the senous
and costly effedts of fraud on ther insurance mtes, particulary in the
case of vehide insurance. In that regard, no measure has been as
effective in detering insurance fraud than pre-insurance physical
damage inspection, particulary when photos or digital images are
an integral part of the process.

Today, while most insurance and law enforcernent professionals
understand that it may not be possible to eliminate fraud entirely,
there is no question but that a great deal can be done to deter it
Some of the schemes that were popular in the past, while they
haver't been seen for a long time and to many are no longer of
concem, have a strange way of resurfadng when and where they
are least expected. And while some may have thought that the
frauds of yesteryear were extind, it's more likely that enterprising
“crooks” are beginning to bring  new life and new twists to old
methods?

Ertter the: lorg domnant “Six-Pack” scam, a neat litle contmiance
of the past, or so twas thought The Six-Pack fraud, as it was often
called in law enforcement drdes, isn't an event that ocours in the
supermarket or local package goods store, but a serious and poten-
tially costly property fraud that can pop up almost amywhere, par-
ticularly in large urban areas. Perpetrators in this type of fraud, usu-
ally part of an organized “ring" focus on obtaining illict profits by
defrauding a haif-dozen or so insurance camers at a time and
with far less trouble than nommally involved in personial ingury, or PIF,
frauds which require a great deal more effort

Fast Profits Possible

Refered to in the late 1970s and early 1980s as "SocPack”
scams, “Si-Packing” or "Multi-Packing” were schemes in which a
dishonest policy owner or member of an organzed ring purchased
five or six, or mare, insurance polices for a single vehide for the
express purpose of submitting fraudulent dairms.  This type of
fraud can, without diligence on behalf of the insurance industry and
law enforcement, be extremiely costly to insurance camiers and ulti-
mately 10 policy owners who will pay the tab through higher insur-
ance premiums. Unfortunatey, the mukiple policy scherme, which

cn in some faiy short ime span produce multiple payoffs on fakse
daims, has once again reared its head.

Some of the law enforcement agencies in the Eastem region of
the U'S. have recently seen and investigated cases involving mul-
tipe insurance policies on a single vehide. The common denarm:
inator is, of course, the dishoniest policy cwner's dear intent to cok-
lect on these polices — then move on and do it again. What
appeared to be a new wrinkle in some of the cases seen recently
in Meww York was the nature of the polioes? In this most recent ves-
sion, it was dear that the perpetrator intended to collect on physical
damage daims and perhaps at the final stage, on daims for theft
Perhaps the mest disturbing aspect of this computer age fraud is
that all policies were purchased under the cover of the Intemet.

PIP-related [Personal Injury Protedion] muliple policy frauds
invohing bodily injury have been a serious national problem for
miarty vears, while muttiple policy frauds foaused principally on prop-
ety damage have not been seen for more than two decades. As
compared with the more commion PIF frauds, for example, the
new game in town, focused on property damage daims, is far
easier 1o orchestrate and in many cases more ludatve. This & obw
oushy to the liking of the perpetrators,

Sample Insrance Inspection Repor!

This is one of the five different inspection reports that NYPd detectives found
in a 2001 Lincoln automabile in Broakhyn, WY, The vehide inspection
eomputer database system revealed the “road map” for a multipls policy
fraud in the making.
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The widespread use of the Intemet
has also made it easier for the ciminal to
function in the word of vehide insurance
fraud. Because of the way that many
camers now conduct business, using the
Intemet as a way to purdhase insurance,
dever indviduals and particulary ongan-
ized rings can avoid personal contact,
thereby being faceless, and to a large
degree addressfree. Add an Intemet
policy purchase to a postoffice box or
commerdal mai drop senvice and you
have the ideal stuation for those with the
intent to engage in fraud.

The New Twist

The unusual new wrinkle in
multiple policy fraud that is now being
seen requires a heightened level of
awareness on behalf of the insurance
industry and its various investigative
resources.  Because the industry may
not have seen this fraud before, at least n
its cument form, it should be alert to new
policy acquisiion pattems that must be
carefully watched and acted on, particu-
larly the prolferation of multiple polices
wnitten for the same vehide. In many
cases these imegulanities can be identi-
fied through the vehicle inspection
process where particulary where a pow-
erful computer database dedicated to the
inspection program can be effectively
“mined” to reveal imegulanties outside of
the standard programmed parameters,

Recently, some interesting examples
that muliple policy frauds were on the
cusp of occuring were detected in
Brookiyn, one of the largest of the five
boroughs of New York City. They
induded vehides with polides obiained
via the Intemet, which slipped past the
unsuspecting insurance camiers.  Alert
detectives in the New York Gity Police
Department’s Fraudulent Acddent Inves-
figation Squad [FAIS], who nommally
encounter PIP frauds that sometimes
invoive multiple polices, fortunately inter-
vened before daims were either sub-

CARCD Pre-lassrance Inapection Report
Scarch Result Summary — Chart A

n-hh] Inpured’s M (LF.M) | Inspadted _Policy & Roport # VIN Number
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Search Result Summary - Chart A

The insured, whase name appears with spelling variations on three of the fve inspection reports
[and insurance polices], purchased policeson the Intemet from fve imsreance companies. The

VIN nurmbers are the same for all pofices.

CARCU Pre-losurance Inspection Kepori

Search Result Summary - Chari B
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mitted or paid. The net result was that a
number of insurance camers avoided siz-
nificant expense,

f not for a set of interesting drcum-
stances, the first important multiple-policy
case seen in the Mew York area in at least
20 years might never have been detecied.
Following a "car stop” by a NYPD officer,
amest of the driver, and the subsequert
impounding of the vehide, the car was
found to contain an interesting sumrise -
a collection of CARCO inspection forms
that indicated that the vehide had been
inspected a number of times. The vasious
forms found in the vehide showed that
more than one vehicle was involved.
Based on the names shown on the
reparts, it appeared that a single person
was responsible for the polices. Although
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the indiidual amested was suspected of
being part of an organized insurance fraud
nng” that recently started to engage in
muktiple policy frauds, he was not believed
to be the person who purchased the poli-
ces. [CARCO Group is @ major provider
of vehide inspedtion senices in New York
and other states].

The Next Step

After carefully examining the varous
inspection reports, the FAIS detective
ascigned 1o the case made some inter-
esting obsenvations: there were two vehi-
des involved, a late model Lincoln and a
late rmiodel Cadillac; one car had three
polices, the other, five. Subsequently,
during a diligent pursuit of the fads, the







