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Introduction Q

Automation has become the foundation of modern dispute
processing, enabling financial institutions to manage growing
claim volumes with greater speed and efficiency. Today,
however, the challenge extends beyond scale.

As friendly fraud continues to rise, distinguishing legitimate
claims from intentional abuse has become just as important as
quickly processing disputes. In recent years, major card
networks estimated that as much as 70% of all credit card fraud
could be attributed to friendly fraud.

That shift changes the nature of risk. In an automated
environment, a flaw in workflow design or business rules is no
longer confined to a single claim. It can be replicated across
hundreds or thousands of disputes before it is identified,
creating compliance, financial, and operational challenges at
scale.



https://www.businesswire.com/news/home/20241001561130/en/2024-Chargeback-Field-Report-Merchant-Survey-Reveals-Latest-Trends-Impacts-of-Friendly-Fraud
https://www.quinteft.com/wp-content/uploads/2025/12/From-Identification-to-Resolution_-Optimizing-First-Party-Fraud-Management.pdf
https://www.quinteft.com/wp-content/uploads/2025/12/From-Identification-to-Resolution_-Optimizing-First-Party-Fraud-Management.pdf

Automation Trends and Q
the Compliance
Environment

Automated dispute resolution is no longer just a cost-efficiency
measure,; it Is a regulatory necessity. As dispute operations
become increasingly automated, compliance must be built into
the workflow rather than treated as a final checkpoint.

Regulation E (Reg E) and Regulation £ (Reg £) establish strict
timelines for investigation, provisional credit, resolution, and
cardholder communication. These requirements vary by claim
type and do not always align with card network dispute
timelines, adding another layer of complexity to automated dis-
pute processing.

This is where automation reshapes how compliance risk must
be managed. Consider a Reg E debit card dispute in which a
provisional credit may be required within 10 business days. If
that regulatory requirement is not built into an automated
workflow, the same compliance gap is repeated across every
similar dispute until the workflow is corrected. What begins as a
configuration issue quickly becomes a large-scale compliance
issue.

Unlike manual processes, where individual reviews may
identify exceptions, automated workflows continue applying the
same logic at scale.

Compliance, however, is only one dimension of the challenge.
As dispute volumes continue to grow, financial institutions must
also contend with increasingly sophisticated forms of abuse



Abuse of the Dispute System Q

Understanding how the claim process is exploited is essential
to reducing fraud losses. While the methods vary, each
increases financial losses, operational workload, and
investigative complexity.

* Friendly/First-Party Fraud Schemes

Cardholders do not always dispute unauthorized transactions. While some
claims result from forgotten purchases or miscommunication, others involve
deliberate attempts to dispute legitimate charges. According to research,
more than a third (43%) of consumers admitted to committing first-party
fraud, including disputing legitimate charges. Fraudsters target refund-first
policies and processing delays, extracting funds before any suspicious
activity is identified.

* Policy-Driven Disputes and Write-Off Vulnerabilities
Zero-liability and write-off policies are essential consumer protection, but
they can also create opportunities for misuse when operational controls are
weak. This behavior is reflected in the fact that £1°% of customers initiate a
dispute because they perceive it as easier than seeking a refund directly
from the merchant.

» Social and Behavioral Influences

Social media often normalizes exploiting dispute and refund processes,
especially among younger, digitally native customers who may view such
behavior as harmless.

« Coordinated Exploitation

A common scheme involves an account holder depositing funds, making a
series of legitimate withdrawals, and later disputing each transaction as
unauthorized. Before the fraud is detected, the account balance may
effectively be doubled. These cases are difficult to investigate, and current
regulations provide limited recourse for financial institutions. Their growing
frequency reflects a broader shift: in 2025, first-party fraud overtook scams
as the leading fraud category, highlighting the increasing impact of dispute
abuse on financial institutions.



https://thefinancialbrand.com/news/banking-trends-strategies/how-banks-can-fight-under-the-radar-citizen-fraud-187527
https://www.chargebackstop.com/blog/chargeback-statistics#:~:text=Some%20customers%2C%20as%20we%20discussed,before%20speaking%20with%20the%20retailer.
https://www.cuinsight.com/top-fraud-trends-to-watch-for-in-2025/

Risks of Automation and
Exploitation

The same automation that improves efficiency can also create
predictable decision patterns. Fraudsters increasingly study
these patterns to identify approval thresholds, exploit
rule-based decisions, and maximize the likelihood of successful
claims.

Once those patterns are understood, they submit claims
designed to satisfy predefined business rules. The more
predictable the automation, the more systematically it can be
exploited.

The warning signs are often subtle, including multiple disputes
from newly opened accounts, inconsistent customer narratives,
frequent repeat claims, or unusual transaction behavior.
Without continuous monitoring, these patterns may remain
undetected until losses have already occurred. It should be
noted that a successful chargeback still incurs operational
losses for the issuer.

Overreliance on automation can result in false approvals,
increased dispute-related losses, and higher network fees.
Conversely, overly restrictive models increase the risk of false
denials and erode account holder trust. B



Operational and Compliance Q
Risks

When automated workflows are poorly governed, the impact
extends far beyond individual disputes. Configuration errors,
weak oversight, and inconsistent decision-making create
operational disruption, regulatory exposure, and reputational
risk that can affect the institution as a whole.

Automation does not reduce regulatory responsibility. Financial
institutions remain accountable for maintaining accurate
documentation, complete audit trails, consistent claim handling,
and appropriate oversight. At the board and executive level,
claim processing is no longer viewed solely as an operational
function. It is an enterprise risk with implications for audits,
regulatory examinations, and institutional reputation.




Mitigation Strategies and
Best Practices
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Automation works best on low-risk, routine claims, freeing
investigators to focus on high-risk or exception cases that need
human judgment.

Al can further sharpen claim evaluation by analyzing behavioral,
transactional, and account history data to detect suspicious
patterns earlier. Clear merchant information and proactive
transaction alerts also cut down avoidable disputes.

Additional best practices include:

« Setting claim thresholds to identify repeat or unusual dispute activity.

* Regularly validating automated workflows and decision rules.

« Training investigators on emerging fraud trends and regulatory
equirements.

+ Establishing governance controls, including manual override and
emergency shutdown (“kill switch”) mechanisms.

* Collaboration among card networks, merchants, and financial institutions
enhances collective defense against evolving fraud tactics. B



Together, these capabilities create an operating model that
combines automation with governance, expert oversight, and
continuous monitoring, enabling financial institutions to improve
decision quality, strengthen compliance, and respond more
effectively to evolving fraud risks.

How Quinte Helps Balance
Efficiency and Control in
Automated Dispute Processing

CaseHUB is an enterprise case management platform that

brings dispute operations into a single, policy-controlled
environment. Al and automation are applied intentionally across

the dispute lifecycle, matching the right capability to the right
task, never for automation's sake, helping financial institutions

reduce handling time by up to 40%.

By embedding regulatory requirements, standardized

workflows, and compliance controls into every stage of the
process, Al-enabled workflows operate within a governed and
auditable framework. This strengthens oversight, improves
consistency, and enables institutions to scale operations

without compromising control. a
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Today’s claims landscape demands both speed and scrutiny.
Financial institutions must process disputes quickly, comply
with stringent regulations, and maintain trust amid rising fraud.

CaseHUB delivers that balance by combining Al- enabled

workflow automation with built-in governance to support faster,
consistent, and audit-ready dispute operations. When
combined with Quinte's domain expertise for complex or excep-
tion-based cases, financial institutions can build a dispute oper-
ation that is resilient, scalable, and prepared for evolving de-
mands.



https://www.quinteft.com/casehub/
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