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eee Insurance Fraud in the U.S.

Ll Costs Billions!

Total Fraud Costs = $96.2 Billion

Health
$61.4 billion
64%

Life
$11.8 billion
12%

Disability
$0.5 billion
1%

Prop./Casualty
$22.4 billion

(1)
Source: Conning & Co. 23%



Comparative Statistics.
PIP Claims Costs
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Growth in Total PIP
Ll Claims Costs™
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Private Passenger Auto:

&6 ¢ 6 Least Profitable States, 2000

(Profit as a % of Direct Premium Earned)
eTE———

U.S. New York Texas Montana Florida S. Carolina Louisiana
ol Wl
6 1 *NY ranked 44™ in terms of profitability in 2000
4 *FL ranked 48th
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9l % Return on Net Worth
LLL Private Passenger Auto (%),

20 T 1991-2000 —o—New York

16.2 —&— Florida
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PIP Fraud and Abuse in
New York State



¢e¢¢ Change in PIP Loss Costs:
New York vs. US:1987-2000%
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¢eee Change in PIP Loss Costs.
New York vs. US:1993-2002%
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Ll Personal Injury Protection

LLL Paid Claim Freguencx

PIP frequency
.5t SO T Year Ending 2001:2nd | was 42% above
' ' 2.11 the US average
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Ll Personal Injury Protection

LLL Paid Claim Freguencz

PIP frequency is
3.0 Year-Ending 2002:111 19% above the
US average
25
2.06

2.0
1.5
1.0
0.5
0.0 ' '

MA CO NY WA  US*

*US excludes New York

Source: Insurance Information Institute and Insurance Services Office.



Lo Lhange in NY Personal Injury Protection
1L Paid Claim Frequency*

Y PIP frequency
IO Pk has fallen

o steadily since

4% early 2001, but...
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.o Lhange in NY Personal Injur.y Protection
Average Loss (Severity)*

PIP severity is rising at
30% double-digit rates again
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i L 19.9% than offsetting lower
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. Change in NY Personal Injury Protection
(L1 Claim Frequency & Average Loss*

PIP frequency
E PIP Frequency B PIP Severity and severity
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ses PIP Claim Severity 1995-2000:
New York vs. United States

Average PIP Claim kgl
New York N
$6,700
$6,064
$5,675
Other No-Fault States*
$4,862 $4,969 /
; " z i $4,963
s Z 4 ;52 $4,523 e
= $4,183 54,
$3,976
1995 1996 1997 1998 1999 2000

Source: Fast Track Monitoring System, Fourth Quarter 2000 Report . W "
* Excluding Michigan



ses PIP Claim Severity 1995-2002:

New York vs. United States
Average PIP Claim

$8,030 e
The average PIP claim NSy A NG $7,603
in NY is $1,555 or 23%
above the US average $6,699
$6,063 $6.721
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$4,862 $4,969

$4.840 34989

4.1
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Impact on Cost of Auto Insurance
in New York State




¢ o o rojected Average Auto Insurance Expenditure
in NY State Assuming (March 2003 Est.)
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- Projected Per Vehicle Average Cost of No-

ault Auto Insurance Fraud, (March 2003 Est.)

$100 - Cost per Vehicle
*Decrease in PIP claim frequency &
severity in latter half of 2001
o (amplified by 9/11 effect) $75
*Administrative reforms
*High-profile crackdowns
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¢&& Annual Cost of No-Fault Auto Insurance
Fraud in NY, (March 2003 Est.)

$1,000 - $ Millions

No-fault fraud will cost drivers

in NY state $432 million in 2003, o
$750 - or $1.2 million per day.
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&&& Cumulative Cost of No-Fault Auto Insurance

Fraud in NY, (March 2003 Est.)
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No-fault fraud has cost NY
insurers and policyholder more
than $1 billion dollars so far

through 2002.
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No-Fault Fraud Statistics in
New York State



¢¢& New York Insurance Fraud

Ll Reports, 1995 - 2002
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New York Insurance Fraud

L Reports, 1995 - 2002
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Source: New York Department of Insurance; Insurance Information Institute.
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¢¢& New York Insurance Fraud

L Reports, 1995 - 2002
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e Composition of Fraud

Lt Regartsi 1995 vs. 2001

1995 2001
Total Reports = 20,205 Total Reports = 26,028
Auto Auto Health
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All Other
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Source: New York Department of Insurance; Insurance Information Institute.
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Composition of Fraud

Lt Regartsi 2001 vs. 2002

2001
Total Reports =26,028
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e No-Fault Fraud.:
A Growinge Problem
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Insurance Information
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Projected Average Auto Insurance Exfenditure
b&& ;;, NY State Assuming No Meaningful Reform
(Jan. 2002 Est.)
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Projected Average Cost of No-Fault Auto
b&&  [nsurance Fraud in NY State Assuming

No Meaningful Reform (Jan. 2002 Est.)
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