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ARSQN FOR· PROFIT ' 
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. ARSON FOR PROFIT 

(A status r~port on the iqsurance industries 
efforts to combat the problem) 

o ~_ • 0 

. -'Arson has become, the fastest growing c~fine in the United States. 

rapid increases from 64,000 arson fires ~ 1965 to 258,500 arson fires in 

The 

il " ~ 

1975 motivated the insurance industry to pv..oduce an all out attack on the 

C1rson problem. 1 "loSses reaped from the insurance 'canpanies have" been esti­

mated to be in tne area of five (5) bi:J.liond~llarsarmually as of 1~80. 

"The attack has been mounted on tPr'ee Basic fronts : Legislative, 

Criminal aDd. Civil Prosecution, and Public Education. 

IF,GISLATIvE 
" 

, :' By grouping together ~qurance qOIl!paniel? have ~egun to attack such 
, "\ 'I ( .: ~ . ~ ... " Jr;. '~ 

7'Iiegislation as the FAIR 'Pian .. Fair Access to Insurance Requirements Plans 

(FAIR) established by states .and authorized umer Federal law, are providing 
" 

property. insurance in urban and other areas where the insurance jpdustry 

will not. The over-riding obj ections are: 

1) insurance is being provided in amounts the owner requests not 

actual property values; 

2) in 20 ,states, insurance companies are required to pay owner 

face value of their polices in the event of a total property 

loss; 

3) "under the FAIR Plans insurance companies dO'not have the same 

· preroga~~yes that are. normally allowed to the ins~ange industry; 

an example would be. a.person carmot be refused insW9flceon the 

grounds of character or past background; 

several.FAm Plans reql,lire 'a 30-day "notice before. a policy can be 
2'" .' . 

cancelled~ /1 

4) 

The following recommendations ~ave been made~to th~ Secretary of Housing 

and Urban Development: 

"1) reqill,re that. all F.AI~ Plans establish prdpertyvalue at th<:; time of 
;,\ 

.' underwriting and eliminate the "'practice of giving property owners .. 
any amount of insurance desired; 
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2) requ~e all~FAIR Plans to 'obta:in ~-j co~sider information 

c9ncerning tlhe character of th~ property owner,:in its" 

determination of :insurability, as the :insurance :industry does; 

3) permit'7WAIR Plans ,to use a '5-day canc~llation notice with state 

insuranae department approval :in each instance. ,,3 

CRIMINAL & CIVIL PROSECUTION 

The insurance industry has begun the attack on the threat of Civil and 

Criminal liability. Confidential information about" the insured' is disclosed 

, to law enforcement autho~ities, under the Model Arson Repor"ting-Imrmmity 

law (1977). Under the Model Arson Report.ing-Immunit~ law, :insurance companies 
"\/ 

are required to: 

" •. Allows authorized agenc,ies (defined as state ar,td Federal fire 

marshals, law enforcement officers, Insurance Corrnnissioners and 
- .. .t:::: ,.;:~.. ~ •. ""'.~ ~.~... t 

prosecuting attorneys) to require that insurance cbmpanies release 

all information concerning a policyholder :involved in a fire loss. 

This information includes history of premium payment and previous 

claims, as well as investigatory files. 

• Requil"'es insurance companies to notify authori.~ed agencies of 

suspicious fire losses. Such notice constitut¢s ,a request for 
c. 

official investigation. 

• Grants limited civil and crim:L'1al immunity to those insurance 

companies that provide information under the provisions of this act. 

• Provides for the excJ18nge of information '):etween the insurance 

companies and the i3.uthorized agencies, and the exchange of information 

between authorized agenCies .c, L\ 

II Provides for confidentiality of released information.,,4 

The following two ~age chart was developed by the All Industry Research 

Advisory Council (AIRAC) to aid in tra.cking the status cdf arson rep6rt~ 
immunity" legislation. 5 

--~-----.. '-~---, --~-, •.. --
, - . ,-- " 

o 

-3-

'\ 
,j 

I JQ 
"\ 

~d <i> ~~ \\ 

'Y~, % ~ ~ li 

'.', ~ '"Z <1 ,! 

C1 "% ~ \~ ~ '\ 
~ ~ 'Yc. ~ ,j 

~ lP lP~ ,''D 
" ~ ~ ~ 

\~ 
~ ~ . 

0 
;.>. ~ ~ ~ ~ ~ 

;" 

"L- l' ? ~ '''<' ~ "(\ ~ "(\ 0 

~ ~ ~ ~ ~ % ~ <i> lP.,A 
~ ,~ ~ "Z ~ c;.. ~ 1'.,A ~- ~ ~ ~ 

" ~ ~ '6 '"Z '6 ~ ~ ~ <),. ~ c' ,L ,L ;z, ;z, 0,L ~ 

1 2 3 4 5 6 7 8 

" " .. '.--' -.- ~ -~"'-.....;:-

ALABAMA " 1979 S8359 X X X' X X X 

ALASKA 1980 S8303 ;1..' ,< X X X X' X X X 
, .. ' ,J " 

ARIZONA 1979 H8201'4 X X X X X X X-
I I" ARKANSAS - -

CALIFORNIA 1978 S81386, X X X X X X 

COLORADO .1979 S830 X" X X ~ X X X 

CONNECTICU:r 1.9.77,9 S8385 X X X X X - X 
" DELAWARE 1980 S8251 'X X X X X" X X X 

FLORIDA 1978 S8754 X X I X X X X X 

GEORGIA 1977 HS257 ! 
-:e-

X X X X X X X . 
HAWAII 1979 H8988 X X X X X X X 

IDAHO - ~ 

ILLINOIS 
1980 (.: S81994 I 1977 " H82220 X X X .X 3* X 

INDJANA 1979 H81940 X X X X X X X 

IOWA 1979 SF339 X X I X X X X X 

KANSAS 1979 H82134 X X X X X ,eX X 

KENTUCKY 1980 H8106 X X i X X X X X X 

LOUISIANA 1978 88419 
" I X X X X . X X 

.~AINE 1977 H8959 X X I " 

MARYLAND 1978 H8370 X X 
I 
I X X 

MASSACHUSETTS ,1978 H85914 X X 
I i.-

f X X X X X X 

MICHIGAN 1978 S81264 X X I X X X X , 

MINNESOTA 1979 HF1324 X X I X X - X - X 

MISSISSIPPI -
MISSOURI - I -:; 

This IW,o pag~ ch~rt was developed by the AJllnduslry Research Advisory Cciuncil (AIRAC) to aid in tracking the status of arson reporting-
immumty legIslatIon. ' ,- o-c(,';, .. \/ 
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1 2 3 <1 5 6 ,:' 7 8 
'0 

~IONTANA 1979 88148~, f X x X X X X ... .. 
NEBRASKA 1979 L8301 ,. X, X X x x x X X. 
NEVADA 

NEW HAMPSHIRE 1979 H8742 X X X X X X X 

NEW JERSEY 

·X X X X X X X N.~WMEXICO . ~9~b9 ~~~3;~ 3* X X 
~N.~E~W~"lY~O~R~K~ ________ 1~9~7~7 ____ ~S8~4~3~a~3 ____ II __ X __ L-~X~+-~,X~~~X~-I-~~,-~-t~~1-----~:' 

NORTH CAROLINA 1977 S8408 . X X . X X X X -

NORTH DAKOTA ,1079 HB1500 X X X 2* X X 
19ao S8198 X X X X X 

OHIO 1976 S8462 X X 

OKLAHOMA 1979 H81031 -'. X X X X 3* 

OREGON 

P~NNSYLVANIA 1980 H81106 

H87445 

,!;R'.!..H~O~D~E::...!I!,;S:..!::L:!.CA':!..!NC!::D:....-...:. __ 1.:..;9::....:7-=8-,-,! 9,,--_H~8.~ 208 

"SOUTH CAROLINA 

X x X 

X X X 

SOUTH DAKOTA 1979 H81104 X X X 

~NESSEE 1979 S843 X X X 

JSXAS 1977 S81260 X X X 

X 

x 

X 

X 

X 

X 

X 

X 

X 

X 

V:RGINIA 1979 H81243 X X "X X X X 

X 

X 

X 

X 

X 

X 

WASHINGTON 1 979 S 8272-, X X X X X X X 

X 

X 

X 

X 

X " 

X 

!.'lEST VIRGINIA. "". "S~.~~~~"~--~1~9~!!.~~~tt3~6~5~~T-~,~xr· ___ -+~X~;~2X~~~1-~X~t-~X~'r---j-~) 
WISCONSIN1978 88317 X X X 2* X - - -

WYQMING 

grants limited immunity, but does no.t use the terms c(ifT}inaf or~ivil "hat the "ma report" . • ". 
does not require insurance comf!ames to report SU?P/~/o~sfcfa'mf b%h~~aJ~~; not SP~CifjCr((y state that release of the informatIOn provides that insurance comparl/e;; may ask Elgencles ,or norma 10 
by the agencies is mandatory. J, 
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'Ihe Model Arson Reporting - :nTImunity law was deSigned to stem the tide 

of organized crime in ~sonfor profit schemes. 'Ihe insurance industry estimated 

total arson losses ort2 hillion in 1976. 'Ihis $2 ,pillion dollar loss was 

just the tip of the iceburgin the involvement of organized crime. 

Because the arson for profit scheme does not fit neatly into the traditional 

police definit'lons, the problems have received little recognition~ 

ARSON: THE HARD FACTS6 

. (f 
National Fire Protection Assoc:tation est:imates illustrate the rapid rise. 

of arson in the United States. 

Year 

1964-5 
1966-7 
1968':'9 
1970-1 
1972-3 
1974-5 

(, 

'J 
Arsons 

.rf' ,/'." , 64., ~oq:.· .. 
81,500 

106,200 
137,floo 
178,500 
258,500 

826,900 

. Property 'Damage 

$ 142,200,000 . 
$ 236,300,000 
$ 310,500,000 
$ 438,347,000 
$ 605,600,000 

'$1,196,900,000 

$2,929,847,000 
(NFPA figures for 1976 are not in y.et, but the New 'York 'Tini.es estimates 

$2 billion in losses from 150,000 reported arsons.) 

• Less than 2 percent of all arsons result in convictions. 

• Arson was known, or suspected, in 30 percent of reported U.S. fires in 1976. 
• Arson caused OVer 1,000 deaths in 1975. 

EDUCATION 

'Ihe insurance industry hc;l.s realized that to culminate the three sided 

attack on arson for profit, i1{ must begin to educate the public, law enforcement 
(police and fire), the prosecutor. 

On October, 1978, the Department of Justice authorized a bill which became 

Public Law 95-624, qp.d mandated in Sec 14 (the collection of arson statistics). 
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The F .B.I. was further ordered to. change the classificatian af arsan to. a 

"Part I crime. This bill gave the insuranc;~dustry the mechanism to. abta:in 

vital statistical :informatian. 

has begtID to. :infarm the public. 

Fram this infarmatian, the insurance industry 

Attached is ~ Arsan Infarmatian Checklist7 

which shauld be mast beneficial in praviding names and" addresses af resaurce 

areas,. 

The :insurance :industry has realized that palice and fire department 

persannelmust lll1derstand the matives far arsan far ~r6rit schemes. .The 

insurance industry with the aid af law enfarcement and fire services are 

sitting dawn anti defining their respansibilities. This grawing need to. better 

tram thase people who. will investigate this crime has prampted the insurance 

industry to. prepare numeraus fiJ1ns and printed material to. Warm the investi­

gatars af arsan far prafit,:;.schemes. Som~, 9f the mativescavered are: 1IDemplayment 
~ .:--~... ".,;.". .. ~.,,n ... II. 

in related industry, bus:iness failure, failure to. camplete business cantracts, 

business partners disagree, dissatisfactian with praperty lacatian, equipment/ 

machinery absalete, the breaking af lease, insurance value mare than praperty 
',' = 8 

warth, just to. name a few. 

Educatianal p:r:agrams have been des.igned to. pravide infarmatian to. prasecutars, 

firefighters, fire investigatars, and palice afficers. The insurance industry 

further believes that the pragrams naw: taught areanly useful if state, lacal 
'\1 H 

and Federal agencies are willing to., sit dawn and wark with private "industry 

and develope useful tQals far arsan investigatian. 

Examples qf materials being produced by insurance industries cu"le: 

Why yau. shauld seei'ed' over 'ar~an!; A matter of 'minutes; "The Iceberg' Crime: 

Whatpalice afficers should knaw abaut'arsan; and "Verdict: 'GUilty of Burning . 
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