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The Fraud Prevention Gap: Why Pre-Loss Documentation is Key

How Verified Visual Documentation Is Transforming
P&C Claims Operations

Insurance fraud costs the property and casualty industry billions annually, yet one of the
most persistent fraud factors remains largely unaddressed: the inability to definitively
establish pre-existing conditions at the moment coverage begins. When policyholders claim
damage that may have existed before the policy took effect, carriers face an expensive
dilemma. They can either pay potentially fraudulent claims or dispute them without
conclusive evidence.

The S80 Billion Problem

Industry estimates place annual insurance fraud costs between $80-100 billion across all
lines, with property and casualty representing a significant portion. While some fraud
involves entirely fabricated incidents, a substantial amount centers on pre-existing damage.
A vehicle with undisclosed prior collision damage. A home with roof damage predating the
policy. Business property with equipment failures that occurred before coverage started.

These claims are particularly difficult to combat because traditional underwriting and
claims processes lack verification mechanisms at the critical moment when coverage
begins. Carriers must either accept the policyholder's word about baseline conditions or
invest significant resources investigating claims that may or may not be legitimate.

The financial impact extends beyond direct claim payouts. Fraud investigation consumes
adjuster time, special investigation unit resources, and legal expenses. Legitimate
customers ultimately pay through higher premiums. And carrier reputations suffer when
fraud is publicized or when legitimate claims are wrongly disputed.

Without verified baseline documentation at policy inception, carriers
are forced to choose between paying potentially fraudulent claims or
disputing them without conclusive evidence.
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Why Traditional Verification Methods Fall Short

Current approaches to documenting baseline conditions have significant limitations:

1. Written declarations rely on policyholder honesty and memory. Asking insureds to
disclose pre-existing damage assumes they notice, remember, and accurately
report all relevant conditions. Even honest policyholders may not genuinely
recognize damage significance or may have normalized those conditions they
see daily.

2. Agent or inspector photos capture only what'’s visible during brief inspections,
often weeks before coverage actually begins. These inspections miss concealed
damage, fail to document vehicle undercarriages or building interiors, and create
gaps between inspection and coverage start dates that fraudsters can exploit.

3_ Third-party inspection reports add cost and complexity to the underwriting
process. Many policies, particularly personal auto, don't justify the expense of
professional inspections. Even when inspections occur, they're moment-in-time
snapshots that may not capture emerging issues or damage that occurs between
inspection and policy inception.

4 Claims-time investigation attempts to establish pre-existing damage after the fact.
" Special investigation units interview parties, request maintenance records, and
examine damage patterns. But retroactive investigation is expensive, time-
consuming, and often inconclusive. By the time SIU gets involved, memories have
faded, evidence may have been lost, and the claim cycle has already been delayed.
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The Verified Media Documentation Approach

Leading carriers are closing fraud vulnerability by implementing verified visual documenta-
tion at policy inception. Rather than relying on declarations or sporadic inspections, they
enable policyholders or designated third parties to capture comprehensive video and photo
documentation establishing baseline conditions at the time when coverage begins.

The approach is straightforward but powerful. Policyholders receive guided prompts to
document their vehicle, property, or equipment using their smartphone. Structured capture
workflows ensure nothing critical is missed as they walk users through specific items to
photograph or record. The resulting media includes metadata establishing exactly when,
where, and by whom it was captured.

This verified baseline documentation becomes part of the permanent policy record,
accessible to underwriters, claims adjusters, and fraud investigators throughout the life of
the policy.
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Impact Across the Claims Lifecycle

Verified pre-loss documentation transforms multiple touchpoints in claims operations:

1. At First Notice of Loss (FNOL), adjusters immediately have a reference baseline
establishing what the vehicle or property looked like before the claim. Let's say a
policyholder reports hail damage to their vehicle. The adjuster can pull up the
verified video captured at policy inception showing whether similar denting existed
previously. This instant verification eliminates ambiguity and allows accurate
initial reserves.

2‘ During desk adjustment, visual baselines enable confident remote handling. An
adjuster reviewing a property damage claim can compare current damage photos
against the verified baseline without making an onsite visit. Clear differences
confirm the claim is legitimate. Similarity to pre-existing conditions flags potential
issues for further review. Either way, the adjuster has objective evidence
supporting their decision.

3 In supplement review, verified media prevents supplement abuse. Body shops
° sometimes include pre-existing damage in supplement requests, inflating repair
costs. When adjusters can reference verified baseline conditions, they quickly
identify damage that existed before the claim, approving legitimate supplements
while denying fraudulent ones.

4 ForSlUinvestigations, verified documentation provides the smoking gun
investigators often lack. Instead of circumstantial evidence and conflicting
statements, investigators have timestamped, tamper-evident visual proof of
pre-loss conditions. This objective evidence resolves investigations faster and
provides defensible grounds for claim denial when warranted.
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The Underwriting Advantage

While fraud prevention drives much of the interest in verified documentation, underwriting
benefits are equally significant:

1. More accurate risk assessment comes from actually seeing what's being insured.
An underwriter evaluating an older vehicle or commercial property sees its true
condition rather than relying on age, mileage, or applicant representations. This
visibility enables more accurate pricing and better loss prediction.

2. Adverse selection reduction occurs when verification requirements deter risky
applicants. Those applicants with undisclosed damage or poor maintenance may
self-select out of the process rather than submit comprehensive documentation
revealing their vehicle's or property’s true condition.

3. Portfolio quality improvement results from both better risk assessment and
adverse selection reduction. Over time, carriers implementing verified documenta-
tion should see improved loss ratios as they write fewer policies with undisclosed
pre-existing damage and better price the risks they do accept.
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Operational Efficiency Gains

Beyond fraud prevention and underwriting advantages, verified media documentation
delivers operational efficiencies that directly impact the bottom line:

1. Reduced adjuster site visits occur when desk adjusters can confidently handle
more claims remotely. A desk adjuster who might have scheduled an onsite visit
to verify pre-existing damage can instead reference baseline documentation and
make an immediate decision. This increases adjuster capacity while reducing
travel expenses.

2. Faster cycle times result from eliminating investigation delays and disputes.
Claims that might have taken weeks to resolve while SIU investigated can close
in days when verified documentation provides clear answers. Faster cycle times
reduce loss adjustment expense, shorten rental car periods, and improve
customer satisfaction.

3. Lower legal expenses follow from fewer disputed claims reaching litigation.
When carriers have irrefutable visual evidence of pre-loss conditions, fraudulent
claimants are less likely to pursue disputed claims through legal channels. And
when claims do reach litigation, verified documentation provides compelling
evidence that often leads to fast and favorable outcomes.

4 Standardized documentation improves consistency across the organization of
claims. Instead of each adjuster using different methods to establish pre-existing
damage, verified media workflows create uniform, complete documentation that
meets the same quality standard regardless of which adjuster handles the claim.
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Implementation Considerations

Successful implementation of verified media documentation requires thoughtful planning:

1. Customer experience design is critical to implementation. Policyholders must find
the documentation process straightforward and quick so that they'll use it as
prescribed. Guided capture workflows that prompt users through specific steps
work better than open-ended requests. Mobile-first design recognizes that most
documentation will occur via smartphone. And clear communication about why
documentation is required helps customers understand the value proposition of
the feature.

2 Integration with existing systems ensures that media becomes part of normal
* workflows rather than part of a parallel process. Verified documentation must be
attached both to policy records where underwriters can access it and to claims
files where adjusters can reference it. Standalone systems that require separate
logins or searches won't achieve adoption.

3 Timing and triggers affect both coverage and customer experience. Some carriers
" request documentation at policy application, others at binding, and still others
shortly after coverage begins. Each approach has tradeoffs around coverage gaps,
process friction, and fraud prevention effectiveness

4 Metadata and chain of custody establish trustworthiness. Media documentation
must include timestamps, user identification, device information, and geolocation
data that verify when and where capture occurred. This metadata must be tamper-
evident and preserved throughout the documentation lifecycle to maintain
evidentiary value.

5. Secure storage and access controls protect sensitive information. Visual
documentation of vehicles and properties can reveal personal information.
Carriers must implement appropriate security measures ensuring only authorized
personnel access media, and that storage complies with data protection
requirements.
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The Competitive Dynamics

As verified media documentation becomes more prevalent, competitive dynamics are
shifting to these industry segments:

1 ) Direct-to-consumer carriers gain advantage through digital-first implementations.
Carriers with strong mobile apps and digital customer engagement can more
easily integrate verified documentation into their customer experience. Traditional
carriers with agencydriven distribution must adapt these workflows to fit their
business models.

2 Usage-based and telematics carriers naturally internalize verified documentation.
" Carriers already asking customers for data through telematics devices find it a
small and simple step to request visual documentation. The value proposition,
better service and potentially better pricing in exchange for documentation, aligns
with what telematics customers already expect.

3. Digital-native MGAs and platforms are building verified documentation into their
core workflows from day one. Without legacy systems or processes to retrofit,
these new entrants can design entire customer journeys around visual
documentation as a standard requirement.

Traditional carriers risk adverse selection if they don't match these capabilities. Customers
comfortable with digital documentation may gravitate toward carriers offering streamlined
digital experiences. As customers become accustomed to visual documentation in other
industries, from rental cars to home sharing, they’ll expect insurance carriers to offer
similar capabilities.

Carriers that fail to adopt verified visual documentation risk adverse
selection as customers increasingly gravitate toward insurers offering
streamlined, digital- first experiences.
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Measuring Success

Carriers implementing verified media documentation should track several key metrics to
quantify impact:

‘] Fraud detection rates measure how often baseline documentation reveals
attempts to claim pre-existing damage. Tracking suspected fraud claims as a
percentage of total claims provides clear ROI calculations.

2 Cycle time improvements show operational efficiency gains. Comparing average
" days-to-close claims before and after implementation quantifies the speed
advantage verified documentation provides.

3. Adjuster productivity measured in claims handled per adjuster reveals capacity
improvements. If desk adjusters can confidently handle more claims remotely,
productivity should increase considerably.

4 Dispute and litigation rates clearly indicate whether verified documentation
" reduces contentious claims. Tracking the percentage of claims that reach dispute
or legal proceedings before and after implementation shows the deterrent effect.

5 Customer satisfaction scores reveal whether documentation requirements nega-
" tively impact experience. While fraud prevention is important, carriers must ensure
the process doesn't frustrate legitimate policyholders.
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The Path Forward

Insurance fraud isn't disappearing. If anything, sophisticated fraudsters continue developing
new schemes to exploit carrier vulnerabilities. But the pre-existing damage fraud factor, one
of the oldest and most persistent forms of insurance fraud, finally has a practical solution.

Verified visual documentation at policy inception closes a fraud gap that has cost the
industry billions while simultaneously improving underwriting accuracy, operational
efficiency, and customer experience. Carriers that implement these capabilities gain
competitive advantages that compound over time through better loss ratios, lower
operating expenses, and stronger customer relationships.

The question for insurance leadership isn't whether verified media documentation will
become standard practice. The question is whether to lead this transition, capturing first-
mover advantages, or wait until competitors force your hand.

About This Report

This report examines how verified visual documentation is transforming fraud prevention
and claims operations in property and casualty insurance. For more information on
implementing these capabilities in your organization, visit truvideo.com/insurance

About TruVideo

TruVideo is the video intelligence platform transforming how businesses diagnose
problems, communicate critical information, and make faster, more accurate decisions.
Proven in automotive with thousands of dealerships increasing service revenue 10-35%,
TruVideo now serves aviation maintenance, insurance underwriting and claims, and
commercial trucking. The Al-powered platform provides guided video capture, enterprise-
grade security, and verified documentation that replaces costly inspections, accelerates
diagnostics, prevents fraud, and eliminates disputes, helping organizations reduce down-
time, protect margins, and improve operational efficiency. With over 80 million videos
analyzed across 20+ OEMs and 800+ dealerships, TruVideo delivers measurable ROI
wherever visual proof drives better decisions. www.truvideo.com
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