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Challenges
A commercial financial and insurance firm was experiencing rising customer fraud and wanted to increase their 
detection success rate and the operating cost. Fraud was endemic in their sector and employing high cost 
professionals in law, medicine, and administration was a severe constraint. In addition, the process was slow, 
and they were uncertain how successful they were at detecting fraud attempts. 

Solution
T3 TigerTech applied a sophisticated mathematical forensic technique called “Benford’s law” to the insurance 
claims process. This approach is relatively new and had been used to detect accounting irregularities. It is based 
on the predictive frequency of nominative first digits in natural occurring systems. 

In the graph below, the predicted first digit frequency is in red, while the actual first digit frequency is in blue. 
The analysis indicates that there is very high likelihood of fraud in the targeted data, since the appearance of the 
digit ‘3’, ‘7’, and ‘8’occur well below the expected frequency as a first digit, and that the fraud is located in data 
beginning with those digits.  
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Benford’s law is a relatively new advanced analytical tool that is used to identify fraudulent data in forms, 
applications, and other organized data submissions, such as tax, accounting, treatment, and performance data. 
As a statistical analytical tool it has wide application to a wide variety of data sets for the purpose of detecting 
fraudulent data. 

The application of Benford’s Law has been recognized as a particularly effective tool for fraud detection by 
“Journal of Forensic Accounting”, and “The New York Times”. Analytical applications of Benford’s Law has been 
used successfully to detect and ultimately prove fraudulent behavior, is used by the IRS to help screen for and 
detect fraud, and is considered legally admissible as any other mathematical and statistical tool when applied 
appropriately. 

Results
The company was able to use the tool and analysis developed by T3 TigerTech to significantly increase its fraud 
detection and legal prosecution, as well as contain costs. The ultimate result was a reduction in fraud attempts, 
since the company had become so effective at fraud detection.


