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On March 14, 2006, the New Jersey Supreme Court eased the burden on insurers seeking to prove insurance fraud by
policyholders. In Liberty Mutual v. Rose
Land, et al., which involved a property
damage claim under a homeowners’ policy, the Court ruled that under the Insurance Fraud Prevention Act (“IFPA”) an
insurer must prove its case by a
“preponderance of the evidence,” as opposed to a heightened “clear and convincing evidence” standard.
The Supreme Court, after reviewing the
legislative intent, prior case law, and
other similar legislation held that the
“clear and convincing evidence” standard applied to common law fraud
claims is not the proper standard for an
IFPA action. The Court found that, because the IFPA is remedial legislation

designed to reduce the occurrence of insurance fraud and remedy high premiums, the more appropriate analogy is to
other remedial legislation, such as the
Consumer Fraud Act and the federal
False Claims Act, which require proof by
a preponderance of the evidence.
Insurance fraud has been described as a
“problem of massive proportions.” The
New Jersey Supreme Court ruling will
facilitate the ability of insurers to take
action against policyholders suspected of
such fraud. The Court indicated, however, that its analysis may differ in the
context of an alleged fraudulent automobile claim.
Should you have any questions or comments, please do not hesitate to contact
us.
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Coughlin Duffy LLP is one of the fastest growing law firms in the northeastern United States, servicing a sophisticated national and
international clientele. We provide a full range of legal services including all types of litigation, arbitration and transactional work on
behalf of corporate, institutional, governmental and individual clients. We have one of the largest groups of attorneys dedicated to
representing insurers and reinsurers throughout the United States and internationally, and specialize in the representation of multinational organizations faced with international disputes.
The materials presented herein are for information purposes only and are not offered as legal advice. No reader should act on the
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