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r think the Attorney General\; cOllcept is this is a problem across 
the board and the Bureau of .Tustice Statistics i8 [\, �l�o�n�~�-�r�a�n�g�e� means 
to solve many of tht'se problems. 

Senator Gr,ENN. On August. 3 this yeRr, when w(\ �d�e�b�a�h�~�c�1� the 
.Tustice Department appropriationH bill,' S(luatol' IIollingH, tIl(' bill's 
·manRger, joined me in urging the, Attorney General to take st(lPS to 
reclassify arson. 

Were you aware of that? 
Mr. KEuoII, 'l,r 0, Senator, r was not. I am Horry. 
Senator Gf,ENN. Were you familial' with t1,p Criminal Coc1(l Act 

amendments sponsored by the .r l:diciary Committee's next ehuirman, 
Senator Kennedy and myselt, seeking' arSOll l·ecll.lssificatioll as part 
of the judiciary bill ? 

Mr. KEUOII. Yes. 
Senator Gr,ENN. You already stated you W('l'C :familial' with n1'.' 

rather lengthy letter to the Aftorn('.y �G�~�n�e�l�'�a�l� of August 21 of t.hIs 
yead 

Mr. KEuon. Yes. I mn sorry the response. is not pl'l.'st'nt{>c1 to dah'. 
But it is being prepared. 

Senator GLENN. Are we to wait then until we gt't this bill through 
on the new statistics gathering organization befol'e. we can expe.ct to 
have any focus put on arson? 

Mr. KEucn. No, sir. I hopCl that is not. thCl case, and I hope th(' 
statement or any comments made do not indicate that. r think we do 
feel that b('£ore we, detN'min(' new legislative initiatiVl's and the rest, 
we do have to improve the information we have to get, �b�(�'�t�t�~�r� informa­
tion, or valid data. 

I think this commiti:ee's efforts are a major contribution in the field. 
I don't mean to indicate thnt. there are not efforts going forward. I 
hope that the cllses that are illustrative of the matters you are han­
dhng, as set forth in mv statement, are a good indicatiOll of our eom­
mihnent to these matters. 

At t.he same time r have to indicate, I can't mislead the committee. 
that we are in an area of limited resources and w(' feel the Federal 
presence is appropriate in the types of enses that r have listed. 

Senator Gr,ENN. I would guanel with that, it takes absolutely no 
additional funding, no additionall'('soul'ces to move arson onto part I 
crime reporting system because you don't do the work yonl'selvt's. The 
Association of Chiefs of Police' designatCl and thClY do the gathering 
data and submit them to you. 

Mr. KEucH. r was discussing t1m �(�\�n�t�i�r�~� Fed(l,l'al effort. Senator, and 
again r would Fke to say that our response to YOlll' letter is being 
prepared and Wlll be presented to you as soon as pOSSIble. 

Senator GUiNN, I am just not persuaded by yom arguments as to 
why this cannot be moved on to a part I crime when it is the fastest 
expanding crime in the country. All we need are the insurcmce. sta­
tistics if nothing else. 

We have some of the dolla.r loss figureshE're. Robberies, ench incident 
of robbery losses average $331; burglarit's, $422; and tht'l'e nre some 
6 million mcidents of laro('ny and theft. 

Motor �v�e�h�i�e�l�~� theft, the averag-c value of It caris $1.451 with about 
1 million incidents per year. A vernge loss for each incendiary fire is 
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$4\:)90, and the avcrugl' loss for each unknown caused fin, which 
includos a lot of arson, of ('OurSl', $9,000. 

A 10'77 qll(lstionnairl', eondu('tod nmOll~ the ])oliee and fire offil'el's 
by the Intl'l'lUttionnl Assoeiatioll of Fir(> 0hi(>fs found thttt most of 
the policcJll('n l'NipOndinp: felt that urson inVt'stip:ation would benefit 
from arson beinp: reclassified to a major t'rime. They ft'lt that it would 
encoul'Ilgc p:reater ('ool'dinnted activity and prompt LEAA and othel' 
ag(lllcil's into ~ivin~ arson fip:htin~ a gr<'tttcl' priority . 

. Do you think that, would Hot, be, the case ~ 
Mr. Zoum. TIll' International Association of Chil'fs of Polic(> in 

1fl7(l and in tlwir COnfl'rl'11('(' of' 11)77, had It rt'solution plnl'(>(1 b(,for(l 
tIll'. g<'lll'l'alml'lllilt'l'ship ('aIling fol' tlw l'(,l'htssifi('lltioll of arson, from 
the part II cl'iuw ('Ilt('gory to t 11l' pltrt 1. It wlUlrejl'etNI by tIl(' gent'rlll 
1ll(lm1wl'ship. 

fl(,llatOl' Gr,m'N. TIll' ,~\.ssocintion of ('hi('fs of Polit'l, was tl'~'ing to 
d('cidl> what 11ll1>pl'nS OWl' in tht· fil'l' dl'pltrtllwnt lH'xt door, 

Mr. ZOJ.lm. No, sir. It. w!Hm't tIl(> firp (·hi(·f's nsso('iatioll. It. WitS tlw 
phi(lfs of polit'l', 

fl('lltttor GUiNN. I uncll'rstmul. This apPltl'l'lltl;\' hh;torit'ul j<'tllons~r 
back and forth bl'tWl'l'll d{'Pltl'tllll'llts in most ('itiN; I am sure would 
1)(\ l'efil'(,tt'd in thl'ir intt'rnatiollltl Its:-;oeintion lll('('tillgs, I lUll not too 
Slll'prisNl. "Vo lUHI tl'l:.;timony on thnt lllt(> last fn11. 

Ll't. nH~ get on to one sp~eifi(' ('nS{\ on tIl(> FBI whe1'l'. we had IL fil'l' 
bombing rt'~'l'lltIy, Dayton. Ail' I~rt'ight, a sl1lU11 trl~ddll~ firm in 
Dttytol1, Olno was tOl'chNI lust It few <lny:; ltitl'r ltS ofhl't'rs had COlllP 
h('1:l\ at our invitation to tl'stify to 8('lUtto1' Kl'nn('(ly~ my:-;t,}f, and tll(' 
,Tudieia1'Y Committe(\ on the nl'l'li for mort' fll'xiblt' l'utl'y prot'l'lllU'l's 
in the common ('arril'r induHtry~ trucking. 

S(wernl of the drivN's httd bcen intiniidated, and I t'au't ht'li(>vl'. it 
was coincidentnl that this just accidt'ntallv happl'nNl aftl'r thl'ir t(lS­
timony here. Certainly this is It ('ttHe for the FBI. And do YOU hav(~ 
!tuy knowll'dgc of that. particular incidl'nt nnll what is going on ill that 
particular invl'stip:ntion '( Bt'cause tImt was one wherl' we had a torch­
ing, n. fire bombing appareutly ill retribution for them having come 
in here and giving their testimony before n. congressional committee, 

Can you f,'1.Vl' us any report on what efforts are being made in that 
area? 

Mr. MoOlu,. Yes. '1'lU'r(~ is ('Oll('nrrl'nt jurisdiction in this investiga­
tion. Since it h; an ongoing investigation, I would rather not in public 
session addrl'ss it in dl'pth, Senator, but would be ('crtainly happy to 
diseuss it with yon in eXl'('utivc Sl'SSiOll. • 

rrhl' FBI is (,'on<1ucting Ull imN.;tigatiVl', inquiry to establish whether 
01' not. thl'r(1 is obstructioll of justIce relative to the bombings. The 
bombing in('ident. itsl'lf is b(lillP: invest,igated by ATF amI I am sure 
tlH'Y may bl' ablt' to allude to their part of the investigative matter, 
hut the BlU'l'au is invl'stigating this on thl' prl'mis(>' of the possihility 
of obstrU<'tioll of justice. ' . 

flNuLtOl' Gr,l~NN. This one, I hopl', you are reully following through 
~m, ILgp:rl'ssh:(>ly, berause any bombill~ or any firing or uny torching 
fS l'l'prl'hl'mnbll', hut ~VhNl it. appar~ntly' is d011l', 01' app~ars obvio~lS 
It was done at leust. III part ns retrIbutIOn for them hav11lg come III 
here and testified, it gets doubly reprehensible. 
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So I hope every eH'ort is bt'illll: made on that ont'o 
Mr. MOORE. Yes, sir. 
Senntol' GI..ENN. Mr. ZoII){', yon N>mmt'nted about the rCR lX'ing 

analogous rf:o tlw Dow .T Oll(>P Inci<'x and inclirat.ol'. It. dON, inclicnh' 
trends, I agl't'e. That is one l'('ason I want. to see al'l:lon moved onto 
that lbt so it can IlSSUll1{~ some, of tIlt, prope'!' t\tt~ntioll t.hat it deSl'l'VNI. 

.. Can you tell me, in t.hat. l't'gar<l, a1't' tlWl't' allY speeifie l't'asons why 
no crimes luwe been added 01' 8ubtrnd('d in all of the~t" 50 years ~ 

Mr. ZOI.m~. By virtue of thc\ fact it. hi an ongoing indl'i. to add 
crimes or take away Cl'imes from it. 'would bt, disruptin, of the tnmd 
information that develops over 11 period or time. That is one of the 
thinb"S that is of value fo!' analytical purp0f;es, 

Sell!l.tol' GI,ENN. YOUl' Dow .J ones I1nalogv is probably pretty good 
because Dow .T ones :li'; .. 'i('sses dHrt'l't'nt husiIlt's.'i ('oIHlit,ions. ,,\l; time. goes 
on they add different stocks to tlH'ir prime list to give them a more 
current indicator of what. h, h-appenill~ tl11'ou~h the wars and wt, the 
FBI has refused to do this with the chiefs of police Information. 

Why? 
Mr. ZOLBE. The seven. basit:, crimes met the ('dteria established whC'n 

the pl'ogmm wa~ ('rented. ThN'l', h; no l1l'ed to l'hl1n~e. tlll' Ih;ting in 
and of itself because it was to be tlcting only as an indicator. 

Senator GLENN. 1Jl the original eaSt' did tlu' FBI approve of thost' 
foul' criteria ~ 

Ml'. ZOlJBE. I can only presumt~ tllll.t they did inasllluch as th('v 
took over the administration of the progmln. • 

Senutor Gr,ENN, Does thl' FBI, or <io yon think thos(' i-lhoultl still 
be the four criteria that we nsc"~ • 

:Mr. ZOLlUl. I t.hink thew SllOUld l'ontinue if we are· going to eontimw 
to colloot the information from lnw enIOl'c{'ment ng{'lleil.'s; metlSUl'e, 
crime on the basis of that. 

Senator GLENN. This iB dev(>}0l?ed as nIl illdicatm' of where our 
efforts should be placed. Do yOll stIll think that. thost, t'l'itpria tihould 
be the criteria and the only cl'itN'ht that. should be used for ('rime 
reporting on the part I index'~ 

Mr. ZOLlm. I can only brive you my pl'of('ssional opinion, Sellitto!'. 
and I feel that they are an approaeh to idNlti£villg \vhat crimes art' 
most applicable t.o an inde,x. ~ 

Senat.or GI..ENN. In other words, W(I could havl'a rrimp. that is tn.ldng 
over the whole country, but if it doesn't. have a lUlifol'mity of reo 
portin~ set up, it shouldn't. be on your list~ . 

Mr. ZOLBE. Senator, we did bc('ome concerned about bombmgs a few 
years ago and becau.se or that concern, we. init.iated a spedl1,lizNl dattt 
collootion program. Ah;o 8l'vernl yeUl'B a(Yo a gr~at. deal of i11.t("'N:lt was 
being brought to bear on t\('. nunibel' o£ faw t'nfOl'C(,ll1<'ut oflieers lx'ing 
killed feloniously. We twain set out n. special program to capture 
that kind of information so that it {'QuId UP uS(~d by In.w enforcement 
executives to develup innovntiv(~ pl'ogrnms to comhat, tht>< spe.dfi(~ 
crime. 

We are suggesting here today we be given the resotlr('es to do some~ 
thing similar in the field of arson that will bring sufficient attention 
to bear on the problem. 

Senator GI..ENN. I don't see whv we e!t1l (ret the same elata. At least 
start getting the same data £l'om~ the chiefs of police, the sume. kind 
of data you get on all of these other crimes at no cost whu.tsoeVQl'. 
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It wouldn't cost you a nickel, new column on the statistics, and that 
would be a no-cost. 

Mr. ZOLnE. vVo have made inquiries in the past because ox the great 
deal of interest subsequent to and prior to our appearance before you 
in December. ",Ve continued to henr i!rom the law enforcement com­
munity that they don't have tIl('. urson information, that by and large, 
through custom statute, and adm;.nistrative decree, arson belongs in 
the fire service community. 

Senator PERCY. Senator Glenn, just a point of inquiry. I am going 
to submit my questiolls for the record to you, ~fr. Moore. I have just 
a couple for Mr. Gregg, and I would like to submit the balance of them 
for the record. 

We have a panel of four following this panel. ",Ve would like to 
finish this morning. Possibly if you have some questiolls yon wtluld 
like to submit--

Senator GLENN. Any additional questions I will submit, I know we 
are ,yay over on our time. I appreciate your letting me run a little 
longer herB than ,ve normally would. 

I think this is so important, yon and I have both worked so long 
on this. vVe started working on this almost a year ago and held hear­
ings last December. Now continuing with this and I will say, sub­
sequl!::ltly, I am not persuaded by your arguments as to why arson can't 
be considered more seriously by the FBI !"<nd the Department of 
Justice. 

I am looki~lg forward to the reply from the Attorney Ueneral to 
my letter. I Lion't buy the fact that we don't. have enough data, that 
\ye shouldn't. at least try to start gathering information as we do in 
other crimes. • 
If we were thinking about putting any of the other crimes on the 

list thLit are now normally reported as part I, we could make the same 
argmnen!s to keep thE.lm oft' that you make on this. 

As tn some of the uniformity aspects, I am sure I could make an 
excellent cas!', not reporting in a timely liishion, I am sure we could. 
make that argument. against anything on the list now. 

Yet here is our faGtest growing crime that everybody seems to 
ncknowledge, the most rapidly growing crime in the whole country 
and we refl~se to put it even on th'3 top crime reportin,g list so we can 
start focusing some attention on it. 

It defies rationality aq far as I am concerned, and having said all 
of that I would like to tflll you that I am a big booster of the FBl 
from years past. Altnough :i: don't sound like It this mOl,'lling. I am 
extremely critical of you in this particular cnsf'l and will continue to 
be, I gunrantee you. 

Mr. MOORI? Senator, if I might, 'I would suggest that I think wodi:­
ing together we can sati.sfy t1-at need that you feel very strongly about 
which we do share. 

Senator GLlmN. Do I take that to mean you are going to work to 
put arson on the [laughter]. 

Mr .. MOORE. Yes. I sp,;\! we would work very closely together to ac-
complish that. 

Sellator GLEN~" "Va wi . work very closely together. 
Mr, MOORF..1i\ flPpl'edate it. 
Senator GLENN. ·rhank you. 

~;(~, .... , -----~--
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R(>natcr Pl~RCY. I think that is a major step forward. 
I wouM just like to again come back to S0111(, of the questions, gin~ 

~'on :\n opportunity to commcnt on somo o£ the testimony we luwe had 
from locnllaw (,lltol'cemput peoph>' about their ll'u:-;tration. 

On page a of yom tpstimony, :Mr. Grt'gg, you elescribcd an LEAA 
di";!'l'l'tiollltl'Y P:l'Ilut in lDin to the Att01'llt'v O('lWl'lll'~ Organizrd Crime 

.. 1 'nit in l\InssaehuspHs, which ma(k it po~sible for that oIIice to hrpak 
np Due of the largl'st arson-lor-profit Srhe1'.1es in the State, perhaps, 
1 he t'onntl'y. 

Isn't it truc that grant was simply to COIn; at organi7.pc1 crimp ~ Our 
8tatl' has hepn tolel by Steyp Dplinski. Chid, Criminal Divi8ioll, l\Iass!t­
rhusetis Attorney Geueml's ollirt', that at 110 timc dill allYone in LEAA 
nc1vise 01' eyen mieonrage llS(, of this lllOIH'Y for arson roiltrol. 

It npneal'S it. ,,'ns ('ntirl'ly tlll' {h'ri~,ion of the loral1)fiirials to c1iYl'l't 
somo of thos(~ funds to tIE' itlYestigatioll. ITow in the light of that can 
LE.\A lis:-, thnt as an ('xampll' of its commitment to arson ~ 

l\fr. GREGG. I think it is inh'llllt'd to illu>'trute the point that I made 
jn my op('uing stal(,lllC'llt. The fignr('s that 111(' GAO nsC'd and tho print 
ont that I proYid~d the connnittC'o only prov!c1etl proje>rts that wero 
~tri('tly and CXdUSlV(,ly targ('ted toward tIl{' Cl'lln(' of arson but n great 
many 'of the program;; allel proje('ts that We> are fuuding, and I think 
this IS a goorll'xmnplC', althongh not (lil'C'ctNl exdnsivcly at that crimo 
cun huY(' an important impact on it. • 

That inrllld('s sOl11e of the org'alllz(,fl "rime strilr(' fOJws that BtatC's 
nrc working on with the Criminal Division and the> FBI. It includes 
whi.te eollRl' crime aC'tivitiC's against. whh'h \YC are supporting n, largo 
lllunl)('r of district attorneys officC':'j thronghout the rouIltrv. It includes 
tIl(' career criminal JH'og'l'ltm which j,l prosC'cuting major otrendC'rs. 

These grnnts deal with OtllC'!' crimcs as w('11, hut they can have an 
impact on arson anr1 are> not piekec1 np in our statistirs on grants and 
dollars din'rte>d against arson. 

SC'nutor PERCY, That. is trne, But what this subcol11mitteC' is trying 
to obtain is (lvidC'nee as to how high in priority the }i'C'(lernl Go,:crn­
meut is placing on this and it is elll-ir('ly to tIl(' cl'Nlit of 1\fassachusctts 
that tlley took thesG :funds and ns('(l t1H~Il1 -tAI' this purpose. 

It wag not r..,gAA that had anything ':0 do with their decision and 
tllC'ir judgment. , 

)[1'. GmwQ. I am stu'p in l!li(j with l'<,spect to this program that the 
information YOll got on that is r01'1'l'pt. However, VPI'Y l'C'cC'ntly we have 
t~kell steps to aSS!ll'C that arson is given priority in thpse invpstiga­
hons and pros()cnhons. 

RenataI' PERCY. I,pfs go to the information pl'ovidC'(1 by ,Tmwph 
O'Keefe, :Massachnsetts Btat(l firC' marshal, who advised onI' staff that 
last yeo,l' he l'equpsted fllnding lrom LEAA for sevC'ral arson task 
forces to be established in those counties which have an llnusually high 
illri(lAllco of arson. 

}'n1'. O'J{C'efo said he was told hy officials of the RtatC'. IJEAA ageney 
that the l\Iassachusctts Division 'of Fire Pr(wC'ntion is inC'ligiblC'_ for 
LEAA funds beea.use arson was not a major crimina.l priority of the 
Shlto age1lcy. 

34-G~1--18----24 
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.\1'l' yon lll'l'~:()nnl1\' nwnl'l' of t111lt t 1>0 yon think tbat in a ;--t:1I1' 
1ilw .:\rli~Hltelm:'l'tt:-:, a' :-;tnll' ",h"I,(' ,t,()(}() illl';'ndial'Y iil'l'H took ph,'l' in 
lll'j, almH', arson >'hoHhl hl' t l'pa!l'(l a~ a 1l0npl'i<ll'ity eriIlH"~ 

)fl'. Umwo. 1 was not :nnll'p of Ibnl IHu'ti('ulnl' 11l1S1ll'('l'.""j'nl appli,'n­
lion, hut again it gl'ts ha('k to tIll' point iliadI' in tllp fil'i'it pagl' of O1\l' 

tl'slilllony, that. It stlh.;lantinl portio'! or !lIP I.E.\.\ pl'ogralll is ('on­
(lu('(('(1 ti'l'oll,(!:h a hl()t'!\: grant to tltp ~tatl's an,ll111(h'r O\ll' nn1hol'iz;I!,l~' 
lnw, it is thl' ~(atp that dl,tl'l'milll'H ! lIP priori! il'H for pXP"IHling th,),..,> 
lnllds. 

,i'p (,IUl through infol'mat iOll, tl'l'll1lical ai'i, .. i,..,taw'p an<1l'o fortI), ill­
flm'lll'p to ;,OllJ(' l'XtPllt tIll' priori! il'i'i that tIll' :-;1!ltl'~1 i'ipt, Imt' 1111(11'1' olll' 
law. it is tlll' l'l'spollsibililY of tIll' ~~Iatl' to s('t tlll' priol'itipR, 

:-Ipnalor PEIWY. In Youi' IJl'Pyiol1s (pRtilllOnY Y011 in(1ieatpI1 that tll(' 
<'l'illll' lnhlJl'HtOl'Y woni(] b(' n i'iuittthlt' al'l'a ill th~' mattpr of llrgl'l1!'V ill 
LE.\.\ funding, Y pt WI' La \'1' h(,PI1 in fOl'lll!'ll (llat t hp :UasHlleh'l:pt b 

:-I1,!11' fill' lIlal's1ml's 1'1'illlP lalHlmtOl'Y is so poorly f11lHIC'tl that tIl'.' t'!ll­

plo~'l'l'i'i hUn> to l!uy Ipsl t nill's aIHl ~)tl,ll'I' p<{11iplill'llt out. of tlwil' {l\':ll 
Pl'l'"ollnlIHll'J.i:I'tH III Ihp latl'I' lllonths of tlll' Yl'al'. 

Yl't '\11', ()'I\l'l'i'l' saitl LE.\.\. haH nol flllllh',1 tilly hhoratol'Y Pi\)­

gralll, Is this !tllot lIPl' p.mlllp!t' of how LE.'..\. iH lli'isistinp; :-liat(',.: to 
d('u1 with til(' !lr"Ol1 }ll'obh'llI '? 

:\11', Umw(l, To IllY kll()wll'(lg(', at tIll' llutiollalll'n>l. WI' hnn' not ,E­
l'l'dly flllHll'll lahcll:Hl<ll'll'" thilt l'xejllsiwly dpal with tIll' pl'ohh'lll of 
nl'",ol,l, II()\Yl'~'l'l', Wl' hay!' h,a(l un pxtl'('1lll'1y kl'l'll illlpl'pst in tIl{> g!'n~')'ttl 
<Ill11hl\' of' ('I'lllll' lahoralol'lps. 

,,~,p 'lll1\'1' (,()Opl'l'atp(l with tIll' ns,'o('iut ion oj' thpsl' ('rilll!' 1ahoratoril''; 
to ~"'lllTp\, thPlll and to (l!'t('l'llliIw tIlt' <[nnlit \' uf t'xamillntiollR of ('\'i­
elplH'(' nint tlll',\' a 1'1' ('Oll( lu<'1 illP:. W lla \'l' Imhlislwtl l'pSllltR of tho,.:!, 
~1l1,\"l'~'~ O\'Pl' tIl(' last y<'Hl' all,1 \\'(\ Jlayp p)'op:rnllls llOW "'illl l'rilllP 
Inhorntol'il':-; to upgratlp Ih!'il' Wlll'r:t1 c'upnhilitips .• \gnin, this "'i111,l' 
of ntllll' in Ih'tding with till' erilllt' of ul'son. 

I amllot awnr\,: 11O\\,P\"(')', Ihat \\'\' hn,'p f1111(h'(llnhoratoripsthnl,1.'al 
l'xl'll1,.iypl~' wit 11 PXtl111iJ,ing pdtl('lH'P fOlllHl at Rit"" of nrflon. 

~p'lator nusx. ,Yill Y(lll yil'hl 101' n (,OlllllWllt Oll thnt pal'ti,'nlal' 
tll'pn? 

,Yr' It:!\'(, ]ll'(",:-;",l I.E \.\ to put 11101'1' fl'lltls into llr~(m on tllp flool' tlll(l 
oft in ('olloqny \"ilh :-;PllatOl' 1Tolljl1l~'" WlH'll Ih,.' .Tn:,ti('(l nppropl'in­
tiOlls hilb WtH' 0]\, Hllel ['01' LE.\.\ to gin' n hinJwl' lil'f:Oll p{l'ort. 

Y(ll1 Illl\'(' Itn,1 n1>ont n ~~ hil1jOll 'bllllp'l't 1'1'01:1 In'j;) to In". Do Y(111 

kno", ho", l1iil(·h l1"l~lPy hn:; l)PPll >')ll'l1t on :U':,O)l 01lt of that InHlgpt? 
~rl'. ({Imllll. ,YP hnw ilH' f1!!\l\'('" ill(' (U() l)J'o\·iebl Imt th('v art' 

YPI'Y lllininllllll p:-;timntps offl\(' amount of lllOllP~' that W(l Ita,:p (lX­
]>(lll(lptl 1'01' t]w l'l'nS(Jll T in(lientNl. .\ 111l1111wr or tlll'sl' ft'l'llllts an (I ]>1'0-
gramH (1t'1l1 with arson hut wo1thl Hot >,bo", IIp in 0111' information 
:,,':-;Iplll 11(1(':\ llsp t hI'\' n 1'1' 110t l'x('1nfli\'pl Y tll'ynj'pll to !lrSOll, 
, ,yl' ,vmIll1 h:1Yl' 'to c'on,lnC'f n sl)(>e i nl st\tllv if Wl' wl1Jlll,ll to pl'(lci:wh~ 

(lPtprlllilw ]lO'" llllll'h LE.\.\. mOlll',. is uSN1 against arRon. ' 
Spuntol' Gr.E"". I ('1m tl'l1 von'the< flgnrp T WtlS giY(l]I. Ont of n )::~ 

billion blHlgl't yon hny(' hall from In'j!) to 1 nl'j I WflS told ~1.'j million 

.. 
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\Yl'nt for 11 1',"OU , 81.7 million ont (,1' l,':'! ]lillinll :lpl>l'Opl'iation,;; I (]Ol1't 
kl1()w if that in oif 01' not-. 

11' that i" not l'Ol'l'l'd, I \You1( I npp:'{,I'iatp ha yill/! HDIlH' infol'lIlat ion 
on it ~o WP ('0111(1 pilI it in thp I'('('ol'd, But with 1l1'''Oll IH'ing our 
fa:-) pst {.!I'owing' (,l'i)lH', r think that i" :111 nt J'(wiolls tllllOll11t. 

\\\' han' tril'l] nlll] tl'kd to gd L1<:.\.\ to l\IOW on tllis~ to nO:1\ nil :"0 
f:~r. 

~l'llntOI' PEltl'\", .\.p:ain, also, if 1l1'!;Tadil1g ('l'illlC' lahoraiorips is nil 
e>!'t'mtia] part of eomhating crinw, if' arson if; 10okNlnpoll by I.E.\..\. 
as II ~;Pl'iOllS eriull', Whl'll we gpt a sppeifi(' T'l'qllPSt. for a Hum 0-[ mOll<'y 
to all(1 nIHI sllppll'llH'llt.laboratol'ic',"" to Hp('('ili('al1~T prodde such faril­
hips, pl'l'sonlll'l to WOL'k in arson, aud tlwy lH'(' (l('ni('<1 aIHl tolcl to forget, 
abont il', it just, SN'lllS totally eontral'Y to all 0-[ the intent of :yntll' tl':"ti­
lllOll~' gin'll this lIlol'1ling, 

If it. was just, a mistake mtHll" it ,youhl he he>lpful to say on tll(\, 
1'(>('01'<1, it W!lS a lIlistnkl' bv sOIll('OJl(' awl t hat is 11ll(1(,l'stallllahll', 
Ot,lJ('l'wis!', it Just 100ks li1w 'n~ art' ,",aying 011(' thing anll <loing SO!lle­
t lung' 1'1:-:(', 

Tlli~ a(lministrntion has pronclly lll'(wlaim;d many ti111('s, par uo 
!1it!'lltJOn to onr w01'11s, look at what \w <lo, ,\ (' look at what has he>l'll 
c10ll(\ aIHl it is not' "l'I'Y impl'l'ssiY<'. ~Ii;:;ta1;:ps ('an be lllacl('. If it is jnst 
u mistakl' in jml,glllt'nt by SOll1('OJlP, tlwn let's just say so, 

[t is n ('onil'l\Yl'lltion of ]>l'ilWiph·s that YOU haw PlllUH'iatpl1. 
::'fl', OIma;, \Yhpthl'I' a lIli:-fnkP in jnd,illlC'nt WIlS made in that par­

denIal' ('n:-:(', siJwp it mu.; tIl(' appIiC'utiol1llnclPl' a hlol' grnllt, I alll just 
nor Pl'('p~H'(,ll to sny at this tim!'. Thl'l'P mny han' h!'Pll n mUllIn'!' of 
f:1<'lol',", im'oln>d ill that npplL'atioll of \yhHl I alllllot a"'a!'(> amI !'S I 
han illcli('ai('cL if it is a blor ,Q'l'Hnt prog'l'!ll1l it has to ('ome withill till' 
t'OlllPl'('IwllSiw plan (1t'wlop<',l hy th!' Stah' Hnl] UlHkr thl' Stat!"s 
priorities in ol'(lpl' to ]w fUllcl(,fl 

~"lJatOl' Pgr1l'y. Tlw (ioV(')'nlllPllt aI • \frail'S COllllllitt<'l' c liSC'llSSpcl 

with tll(' .Tndieiary Committp(, that Wt' 1\11.vp some oY!'rlapping l1lt'1ll­

lJ(lI'sh i p, <loing' ROlll!' ll1ort' oYC'l'flip:ht work on LEA.\', 
T hu\'(' not Imcl oenlsioll to look [It an awfnllot of tIl<' work of tIl{' 

LE.\.\.. hut Olll' n~p(l('t. yon (10 n lot of stn<l;<v"ing', amI I WOU<1('I' also 
what IW.PPPll,", to tlH'sl' stn<li~'s, 'yrp iw~t 11a1'1>PI1 to huyp n sp('C'ific c'asp 
l!(,l'" thnt YOl1llH'lltiOllC'cl in Y01l1' tpstimom". 

TIlt' .\(:l'OSPIH'P Corp, stll<ly in ,\.p1'i1 ()£ 1!l7'i--thnt <'ost how lHtH'h 
mOIH'Y! 

),fr: Grmoo, I ('nn ~rpt thnt. 
~pllntol' Pxmcy. 8f)(),O()O, 
This corporation working throug-h nn LE.\..\ grant of 8f)O,O()() <1(>­

linl'r(l to YonI' agt'IH'\, whut I ('oll~i(lpl' to IH' n Y(,IT t1s('fnl l'r]Jol't on 
fIt'SOll. 8PY;'1l 1)I(lJlths fi-rtH its (}(lliYC'l'\' LK\A h('glln (listrilmtinQ; t 11<' 
l'l'jlOl't to Inw ('llfoI'(,PllH'nt Ilg-PIlCips 111'01111(1 tll(' ('omltrv, On .TmlP ./, 
1l)'j~, 1·~ months n ftt,l' LEA.\. first 1'(>('pi\'(>(} tIl<' l'PPor t', yonI' ltP:('lH'Y 
i"~l1(\cl a prl'SS !',·]p!tse> Slll1ll1lnl'izing' tIl(' l't'snlts of that ntlnab](' stl1d~' 
\"hil'll show nmon/2.' otllPl' things tllm tll<' conviction mtp fol' Hrsonh·:t~ 
1:- 1(,:-:,,; than 2 in 100, 

T nlll going' to. without obj!'etion, put this l'PPOl't IIml thp I.E.\,,\, 
pl'(,~H l'(llpHl"p into th(lrN'OJ.'cl of thp Pl'O('('PClingH at this point. 
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[1'11(\ (lo('ullll'nb l'dpl'l'('(l to ,\Y<'I'l' lllal'kPtl "Exhihit Ko. 2a'~ lor l'l'f­
en'net': tIlt' l'l'}lOrt may ht' fOUlH 1 in tIlt' me or tIll' snbeOllllnittp(,; the 
Pl'1'8S l'('h'lum follows:J 

EXIIIBI1' Xo. 23 
[News H~I~aR('l 

IT.H. Dgp,\RTMENT OF JUS'l'ICE, 
LAW ENFORUg:-m"rr AH8Is'rANcE ADMDIISTRATION, 

ll'a·~1IiIloton, D.O" JUIIG 4, 197'8. 
Onls nine IlPr~ons 111'1' nrl'e4('(1 for e"\'l'J'~' 100 cn~es of known or sm:pe,:ctl'd 

:l1'~(Jn, (mlr I\vo nre cOlwil'tl'!l, and sl'l<1om is 1IllrOnl' n(·tually jail pd. I 
Thl'O:l' HtlltiHti(';\ arl' (liscloHPd ill 11. ~tnd~'-~"Arson lind Arsoll 11!ve.~tig'ntioll"­

rplpa;;!'cl b~' tllP National IU!4titute of Law I~llf()I'Celllent and Criminal ,Tm(tice, 
tll(> rl';\l':\r('11 arm of tlIP Ln\y EnforC'l'llIl'nt As"i;;tullce Administration (LEliA). 

TIl(' rl'llOrt bl'lil'cl n fl'l'<Iuently held belief that a large vercentage of Illrson 
cnl'('s rl'I'ult frolll illlmrnnC'e fraud. 

'l.'he Ht\1(I)". l'Ollllnet(>cl h~' 11\(' APl'oflpace Corr)(lrntion undl'r a $00,000 I"EAA 
grant ••. ··licl art'on r('('l'ive~' relatiYI'I~' little attl'ntion despite bl'ing one (I,f the 
Illost sprit.u" und rUIJidl~' in('reu~ing crimps. 

In 1!li;;, the >1t11d/ Bllic1, the estimated loss from arl'on was $1.4 billion-i-more 
than nnr offl'IlSt' on the Fedl'ral Bureuu of Im'p,;ti;:>;atiou's illc1px of ( erious 
crimt'. T1Iis inel mINI 10Nf:PS of $1.3 billion in huildillg fires, $80 million ill IDOt. or 
vt'hlelc> lirl's, !lnd $liO llIillion in fort'st und watc>rKllc>tl fil't's. 

In ac1dilion, t1lt'rl' were an estimatet1 1,000 dt'utlls, inclucling 45 fireBghters, 
an<llO,OOO in~J1 ri(>s in IBm. 

O\'er the 10 rt':lr l'lI(ling in 1Ili:;, building firp!; increased 325 percent-a larger 
iuC'rpasp than allY of OIl' FBI index crilllPs, including murder, rupe, rObb)erY, and 
burglarr. 

1.'he 13:.!-llage revort said one reaf'on arson is increasing with reluUl'ply few 
arre!'ts aud couyictiom; is a shortage of traine<l inyestigutors. OtheIi reasons 
are that thl'r(~ are usually not witnpHSl'~; inYC'stigation i>1 ha1l1perp!l l)!~' the de­
struction ('ll\uw!l by a fir\' nml damage when it is extinguished; COUfuf:iion about 
inYe;:tigation jurisdiction hetween lloliee !l.nd fire officials, and speCial prose­
cutoriall)rohlelll~ he('auf'le urson cnsps often rely on ('irctllllstnutial evidence. 

The study annlrzt'd arson statistics frolll 108 citil's over four rear~;. Analysis 
8h()\wd cltips with higher rates of arson arrest amI conviction teneled to have 
fewer Cllfles of Ilrl'on. 

'l.'he study said its fin(lings are ('onsiste11t with, but llo not prove, the belief 
hplcl hy nUUlr that illtem;i\'(~ llrO~eCl1tion reduces arson. 

'rhe :;urv(>y I'uiel U stuclJ' of nonvictecl and illlpri~one<1 ar~onists showell a 
tendency for the adult arsonIsts to be motivated by revenge (5;) llercent), 
while vumlalism was the motive of 80 percent of the juveniles. Fruud WUR the 
motivl~ of only 5 pcrCl'nt of the ursonists. Juveniles Illade up 60 percent of all 
VPI'r:;QIIH arrpstetl for nr>1on inlll74. 

Most udult arf'lonil;ts were Ilrohlelll drinkers, the study clisclosed. 
r1'hc rpport said a lIIa;jor <litficultJ' in mounting n national campaign :'ainf'lt 

nrson i~ (hat the magnitude of the IJrohlelll is not widely appreciated-prvoabls 
l,){'('aul'l(\ reliable arf;()U statistics do not I'xist. 

It saill the J!'BI's Uniform Crime Rellorts (UCR) does not list arson as a 
Part I offen!':e. In the lTen, Part I list~ hoth number of offenses and arres~ 
for mo:;t ma.ior crimes inclmling murder, robbery, rupe, aggravatell assault, and 
Iml'glal'S. The number of arson arrests, lmt not the number of offenses, is listed 
in the UeR Part n. 

Olle of 20 major 1'(>('01ll1llelll1ations of the study is that the crime of arson 
should be re]lorted with othl.'r s(>rious ('rilllm; in the J!'IH Crime Index. .. 

['aul A. Zolhe, tllp J!'BI's Chief of Uniform Orime Reporting Progrums, said 
Senat~ BilllHS2, currently pending, would direct the FBI to redefine arson as u 
Part I crime andli~~ statistics for it. 

1\[1'. Zolbe said the J!'BI is not !laying that arson is not a serious crime, only 
tlln.t th(>re are Ilroblems in defining how to report it. ~ 

"We have tri(>(l to avoi(l inflating the statistics hy listing two crimes," Mr. 
ZOlue said. "If a dentll results from arson, lYe include that under murder, In 
many cuses of arson there is 'a burglary cOlllmltted. We list it as a burglar~·." 
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rr\\'ent~' prominent arflOll illyeHtiA'ator~, interYir\Y(>(1 a~ pllrt of thr S\l1'yry, wpre 
a~ked to identify the current needs in arson invcstigntioIHl and t11rl1' Jlrioritit'll, 
1'1H>' questiounuil'c also dealt with methcJ(ls l1srd by arsonillts and investig-atorH. 

ltlnmmubll' liqllills were ritell hy (J211l'l'Ct~nt of tllP l't'slloml~nts all tllP Sllhstctll('tl 
U~e\l mORt oft on by nrsonists. This tYIle of cvidellee nutcle up 80 V(>1'('('llt of tile 
submisllions to tliO state arson laboratory suryeyed. Gm;ullue was foun(l by fur to 
be the most freqnelltly used. 

'.rhc r(>port's r(>commcmlations, whi<'11 inclmIc the snggestiolls of tho 20 tU'SOll 
iuvc:4Ugators, follows: 

Collection amI dif'sl'miuatioll of al'~on statisti(,R Rllnuhl bo imlJl·ov{>(1. 
Arson should he rt'ported with ot111'r ~erious erinu's in the I.'HI eriInl' Inl1(>:I':. 
Iner(>a~ed training for ar!:Oll il1Ye~tigatorH of lire nnd police dellartlllelll"~. 
:r.lorc urson invcstigators arc necd(>(l in b()th firl" amI pnliN' (lpllUl'tlllel1t~. 
An automate(l nationwide data "ystt~m a\'uilnhle only to authorizetl arson in­

YestigatOl'H ~hould he el'ltahlishecl to lwlp solve cases involving repeaters, pro­
fessional "t01'C11e8," and urson rings. 

1'llP1'c ;:llOUld bl' hpttc1' il.r!' resPlt1'eh so thut inn'Htigatorl'l ('an <1etpl'milw wlwtlior 
bnrne!1 and melted elcctrical Wil'ill~ has bcen the l'ause of a fire 01' the result (If 
at·soll. 'l'he bUl'uing c11nl'U{'tcrislk'. dE ('igllrcttcs slwultl also be stUdied . 

.A tC'sting lIl'ogrltlll sI10uhl he colt(ll1('to<1 to pstablish tile l'eliabllity of ml'tllll!ls 
us(>d by inYcstigators to establish the cuuses of fires. 

The amolll1t~, ehplllical ('Omllositiol1fl ana p!'l'sist('n('() lifptimt·s of the l'esi!1nps 
of tll!' tlnmuble liquids used by al'sonists "hou1l1 he eHtablh'he<l by a scientific h'st­
ing Ilrogram and the Cnding's di.~tribut(>d to arMn investigators. 

The question of whethel' it if! llOssible to distinguish who manufactures sub­
stances usc<l by arsonists should be re801y(,(1. 

Insurance companies can helv eliminate the profit motiye from urson through 
more selt~cti~ underwriting, uvol<1unce of over insUl'unce, not paying cluims until 
thp il1yestigutionhas been concluded. more <1efense agaim:;t fraudulent cIaimll in 
('ivil ('ourt, and providing mOl'!, inforlllutioll on insllrance coyeruge to urSOll 
inYestigutors . 

.<\. flammable "Vapordetectol' to locate traces of aecelel'ants at fire SCl'nes 
shoulll be developed . 

.<\. study shoulcl be conductNI to determin.J the fcasihility of detecting tire 
accele"ants from deposits of soot at il.rc sccnes. 

Investigative responsibility s11ou1(1 he crordinuted. Fire investigation und 
urSon detection should be the responsibility of the fire servi(>e. Criminal inv(>sti· 
gution of fircs established as arSOll should IJe the respollsibility of law enforce· 
ment ageneies. 

!{(>!-learcll shoul<l be conductC'd to olJtain iuformation to help design Mllon pre­
vention progrums. 

Persons interested in obtaining copi(>s of tlle stmIy-"Arsol1 amI Arson Inv(>sti· 
gation"-may write to the Superintendent of Documents, TT.S. Gov(>rnm(>nt 
Printing Office, Washington, D.C. 20402. The stock numlJer is 027-000-00000-1. 
'1'11e pdet' is $3.25 pel' cop~', prevni<1. 

Sl'nator PERCY. r just again wondl'l' what happl'ns in the bureaucracy 
that 0. study is made, some of the conelnsions are startling, and Yl't it 
takl's a1most as,loug: as it takes to maIm the report to even grt 'out. 0. 
press release on It. 

Can yon explain why that 11o.PPl'11S ~ 
Mr. Gm:aG. It doC's sC'cm that things move prt'tty slowly somctimes. 

r think part of the problem-- ,. 
RC'natol' PERCY. I~\,(,ll slow('1' than Congrcss. [Langhtcl'.] 
)11'. GREGG. r won't comment on that. [Lnllghter,] 
I think it is a qnestion of comp('ting priol'itirs aIHI if I might say that 

on'l' the last 18 months, :for exampk, wt' haw tl'sIii3('<l be101'l' 15 (1iffel'~ 
l'nt. congrcssional cO!)1mith'('s drilling with nl'(,!l~ or erimC' thnt those 
committt'Nl thollght, W'l'l'e extraonlinnrily important. Drug almst' pl'(,~ 
Y('ntion. drug' trafl1ckill~, connnnnitv crimC', fnmilv "101('ne(\ rhiM 
pOl'nogrnph};, child s('xunl ahusC', sC'riollR jnvcni1(' off~nrl('l's, ol'!!anl~p(l 
crimC' inte.l1i'gencc victim snrVC'yR, ·white rollar (,1'1m(', rarC'cr cl'iminn1sl 

crimes 0:1: thc cigarette smugglcr. In each Ot those it was stl'cSSNl thr.1i 
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WP ~hou1d 1w cll'aling with thoH(' llUtttt'l'S giving tllt'lll priority and in 
fad I agree ill almm;t ('Yery eaHe that iye shouhl be. Tht'y Itl'l' sl'l'ious 
}>l'Ohlpltls. 

:-;Pllator PERCY'. It is It wry, "ery small administratin' P1'o1>1('111 11l'l'P. 
1'011 haw !t 1'C'POl't. Yon ('ol1lmisHionNl it. You gan' tIll' lilont'~'. Thl'y 
llU,lh tlH' 1'PPOl't. They dl'liwl' it to you, You ('(mld aHHigll all inte'rilll ~o 
tlu:;, It (lol'Hn't tuke lL 21-year-old young lllall OJ' mllllUll to l'C'ltcl tlus 
1'('port, intelligibly writtC'D. in elea1"languagC', 11ot, IikP om ,Pll,t'rgy bill 
whiph yon ('ltn'tpn'll ullcll'rstan<illftpl' you l'l'tHIIt. But tIllS ]:; a go()(l 
1'(')lort, .Tust hoil it down, g('t. it out. (il't It P1't's:; r(']('I1SP out 011 it. That is 
~lOt a ('ompC'ting priority. 'YIHt~, you an' 1'C'nlly sa~'ing t~ 11](' is this. thing .,. 
1S!"() ftt1' dowll at t11C' bottom of t'll' ha1'rpl that yon call t P\'(,1l nl'1f,ngn an 
inj'<'rn to HyntlH'size t h(' l'l'P01't, SlUlllllUI'izt' it, pnt a 11l't'HH 1'P l<'tlHe out 
011 it. 

I f it is going to ill' (lOll(' e"pntually, why not now? I just think. the 
llCl'11lllUlatioll of l'"iclC'll(,(, is that tld~ is ll;)t a wry higli priority itt'lll 
withLEAA . 

• \ dpl!11' of mol'p thall a Yl'al' :1\ lIn'paI'ing tll(' )lITHS t'ph'asp abont 
swit nn iinportant Pl'ojPct, 1 think. \\'0111<1 itHli{,ntp a l:\('k of intpl'L t, 

::\fr. Gm:ml. No. It dot'su't at all. ~Pllnt01' .• \8 I hnn' tt'il'(l to SITP:;" a 
ll111lli>l'l' of tinlPs this lIllll'ning. \\'l' a 1'(' gidllg Jil1lf'h g'l't'atpl' priol'ity 
ill this arpa. ,YP a]'(' ~~Oillg to 1ll0\'P as rnpi(llv I\S \Y(' can. 

I just l'N'<,in'(l a nol(' oil t1H' pal'tit'l1ln1' mati PI' ~'on l'uisP(1. ,y(, IU1l1 
SOl!\!' p1'ohlpllIS with GPO antI tIll' tillll' it j/)ok to gp! t 11(' (10('nlll(,llt:; 
pnhlislw<l by GPO IH't'onut('(l. in part. foc th(' (klay. 

Hnt it (lOl~s not l'l'flt'1't It hU'k of intpI'Pst 0: priOl'ity fol' tlH' Pl'olJIPlll. 
~('llatOl' PEH<'Y. ::\f \' (,OlH'Pl'll is IUl(l tIl(' J'PtlSOl] foi' a pnhlic Ill'Hl'ing 

iH to now Pllt ;yon OIi 11otiel' that In\\' pnfOl't't'lllPllt ollit'ials, fin' ('hipf:-; 
a('I'O"~i t 11(' ('onnlry, Ill'lip\,(, i f ~;()nl<'thing is not :!;oi ng' t (l hp (1mH'. if tlll'~' 
.I 1"> h'.'ing t'l'hn !l'P( 1 tillH' aft <'I' tiuH' in this iipl<l, tlH'y !.!pj' (lis('olll,tlg<'( 1. 

Yon gl't .two 01' thl't'P I'P(lUt'sts, l'l'Jmill'(l amI t ump,l (lOWI1. HIltl tht,y 
art' ]lOt. gOlllg 10 ('onw fOl'w:tn1. 

It \\'onl(l SPl'tll ns thongh as n I'Psn1t of tlll LE.\.\, this 1'('/111,\' i:-; po1i{'<' 
ol'i,·ntetl. !lops LE.I..\ l'l'J!;!lrtl a1'~f)1l control :IS a ht", ('nfOl'ct'llll'l,t 
a ,tid: \' that rpallY 11(,l'<1:-; nlHl (l('spr\'p;, that ntlpl1tion? 

~It,. ·(lI:I';<OO. That has iH't'1l part of tll" ]l1'oblPm HJl(l tll(' rp:l~()ll that 
it ~l'''m~ to lllt' tht' :-;pal t]P ('xl)('rit'll('p nIH 1 ~itlliInl' O])PS l'pfl<'('j j 11<' illlpad 
thnl yon ('Ull han' WhC'1l yon ge't fil'P (h'Pttl'tllH'llts tl]Hl polir'p a;!('llr·j(':-; 
,,'orking' togpthPl'. 1 think til<' SllltlP ,,'onl(1 go Ht tlll' Fp(lprnl ll'nl 
\\'!ll'1'P Wt' han' Fp(h,l'ltl pI'ogr:mls thut a)'(' f(l('lI:-;('(l primarily 011 law 
('11 fOJ'('Plllt'nt au(l othpl's thnt, art' (ll'aling primarily with ih'C' is:'n;('s. 
,y<, hun\ thi~ mlltnal intpl'Pst. awl I think it i:-; important nt tlw 
IOI'n 1., ~t!lh' ana F('( h'rallpyp Is t hn t t 11(':-;(' agt'lll'it's ,ll'(' working togt'th('l' 
Oil tllls pl'ohlplIl. 

:-;('l\ato1' PJo:l:t'Y .• \.s a 1'Nmlt of t11t':'.t' hparings, 01(']). call w(' ('xp('('t " 
1'1'0111 yon jllHt us wp will t'xppet from FBI Db'petor "~('hstpr that n 
(lil'(,(,ti\'(' ",ill go out to State.> LE.\..\. ag{'ucit'H from IH'adqtutrtN's to 
t 1ll' ('fYt'ct that, [rom 11('1'C' 011 out tht'y shall gin It high priority to 
l'('(jllPsh-; for arson assistnll(,(, ill YiP\\, of tIlt' (,llOl'lllOllS up:ltlrgl' in al'l'1011 , 
that this subeollllnittl'(' has dOC'UIlll'llt('l1 nnd tlIt' (',!\Sl' with ,,~hkh erilll-
ina Is nuel ol'ganizt't1 ('rime syutlit'att':3 ran get l\ way wit It arson for 
Pl'otlt? 
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If wp ('all 1111 I'P 11 ('01''" of' ~l1('h 11 <1il'P('i i \"l' a~ tIl(' FB I hn~ St'llt to ns. 
t t IJink thi::; Snb{'olll1l1ittp(, will h(' Htttisfi.t'd that thl'sP lwnrings han' 
lH'Pll we'll wOl'thwhih'. 

],fl'. Gm:H(}. '\~t' will Ill' happy to work 'with you on (t statt'mpnt of 
tlti>- sort a11(1 I think w(' ('un (,Olilt' wrv dOH!' to the 011(> von rNld. 

'Y'o ,vonld lutYt' to l'ecognize the natlll'e of the law tlult we are oper­
~ll inA' llntll'J' !tll{l tht, pl'io}'it,v-Hettillg' role of the Httttes ill it. Bnt I think 
"'p ('an ('ertainly stl'es" to th(', States the sense of priority for thiH are!l, 
llllll that it will haw an infiue)lrG and impact. 

:-:PllatOl' Plmn .... Do you hnve sniIiciellt authority now'2 Do yon llepd 
ll1o}'(' law? 

~11'. GmwG. "~ith that t'xet'ptioll we ean eertainly do ,,,hat yon asked, 
'\\' cannot tell the State nnder our existing 11:\,\,: that yon'mnst give 
thi" priOritYI but we pun certainly st.rongl~' PllC011l'age it. , 

~(,}U\,tOl' Pml\~Y., ~\s long as thpy g(lt that frolll yon, thev \nll know 
that they will 1'e('('i\'(' ~:vmpatlt('ti(.. hearing and tlint th!;'y are working 
011 :,omcthing that, yon 'both feel is a matter of high priority. . 

I want to thank you wry much inc1('('(l, all of yon, for yonI' tesb­
BlOBV. It has h(,(,11 \'(,1'V valuable as a tool to the snbeommittce. 

Sl:nator PBRCY. Rieilllnl .r. Davis, Assistant Secretary of the Trcus­
my; .Tohn G. Krogml1ll. ~\.('t.ing Dh'c('tor, BUl'NtU of Aleohol, Tobacco. 
~lllt 1 Fil'('urms; 'Yilliam ·Williams, Deput.y Commissioner, Internal 
Hl'\"PllUC Servi('('; and C. NC'il Denson, Chief Postnl Inspectorj Postal 
Illspection SCl'vice; and 1\11'. Stein. 

I f yon conld stand to h(' sworn. Do yon sw£'ar to tell the truth and 
Hot hing but the truth. St,llt'lp yon God ~ 

)11'.1>.\\"18. I do, 
;\f1', KnoG:\I.\x.l do. 
)I1'. 1VU,LL\3IS. X <10. 
:\fl'. Ih:xsox. I dc. 
)fl'. STl~rx. I do. 

'TESTIMONY OF RICHARD J. DAVIS, ASSISTANT SECRETARY, DE· 
PARTMENT OF TREASURY; JOlIN G. KROGAN, ACTING DIREC· 
TOR, BUREAU OF ALCOHOL, TOBACCO, AND FIREARMS; WILLIAM 
E, WILLIAMS, DEPUTY COMMISSIONER, INTERNAL REVENUE 
SERVICE; C. NEIL BENSOl~, CHIEF POSTAL INSPECTOR, POSTAL 
INSPECTION SERVICE; AND LESTER STEIN, DEPUTY CHIEF 
COUNSEL, IRS 

Senator GLI~NX. I do lurvc to go, )Ir. Chall'11utl1. I have another 
Ul}point1llent. I am chairman or the suucommittt'(l, tlutt hal:) jurisdiction 
O\"e1' the postal mattol'S hero in the Senate and I am particularly ::lorry 
I do hav(\ to go right now, v 

Hnt, I do havo s<.'vt'ral qUt'stions hen'l I would like to submit and have 
th(>111 answered ror the record. If you could l't'sponc1, I would nppre­
cinte it very much. 

fi(>natol' PERCY. Thank you very lUuch indec<l r01' your invaluable 
participation this m01'l1ing. 

~(lnatol' PERCY. Gt'llttplllan, if 1.Hl cou1<l first id(llltifv vonl's('lws. 
~1r. D.\\'IR. I am Hit'hard .T. Da,:is. Assishmt 8(lcl'(ltarJ< l)epaJ:tlll('ut 

of Tl'NlStu'J' for Enforccmcnt and Operations. 
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~fI'. Kuom.rAX. I nm .Tohn G. Kl'oglnan, ~\etillg DirC'rlor, BUl'l'an 
oI Akohol, '1'01>:1<'('0, and Fil'l'Hl'IllS. 

Mr. BI;XSON. I am C. Spil B(lll~OU, Chil'I Po:,tnl 111:'1>l'('io1', I1of'tnl 
Ills}leri ion SI'lTi('l'. 

::\f1'. WII,I,I.nrR. I am "\Yilliam E. ,Villiallls, Dl'puty COlllllli:,siOllPr, 
Intprnal Ill'Vt'lllH' ~t'l'vi('t'. 

Mr. fhmN. I ... P8t('1' ~~tl'in, Dl'lmty Chh'i COUllRl'I, IUS. 
Sl'nator Pmtcy. Thp snbCOllllllittl'l' wbhl's to t'XPl'l'SS 1'Pgrl't about tIl<' 

dl'lay. I know how hard this is for yon to t('tn' ont a wholt, mOl'lling 
and'then find it 20 minutl'R to 1. jusi:. st art iug yom tl'stilllon~'. 

,Ye arc Vl'1'V sympatIlt'th- with it. 1Yl' ar(> jmt fortunate we dil1n't, 
have' It fnll suheOllllllittt'l' hl'l'l'. [LaughtPl'] 'V!' would 11p running into 
days insil'ad of hour:,. C 

t w()ulcl Hnggl'st that bt'l'ausl' Wl' han' lu\(l a ('IW.ll('l' to l'C'vipw yonr 
testimony, it has h('('11 wry 11l'Ipfnl in working with stafr, that we 
llli~!ht take Il miuutl'R to sl1mmarizl' VOlll' tpstimony. 

[At this point S(>natol' mt'llIl witll(Il'l'w frolll th(~ llC'nring' room.] 
~ln!ltor PlmCY. '1'11('11 "'I' will ~o right into qllt'stiom; hut. t1u' ('ntire 

tN;tinlOllY will be without Objl'C'tIOH ill('orporatN1 in the l'(>('ortl at thi:> 
point. . 

Mr. DAVI~. Thallkvou. 
[The Sttltl'lll('ut o{}fl'. Davis follows:] 

STATE~mN'l' OF Uo;:.;. HIC'IIARD J. D.\VIS, ASSISl'AN'f SEcm:TARY OF 'rUE 'l'm:AST:RY 

1ft·. Chuit'man anll l\I('mbprs of tIte ~nbcomJllittl'l': I um llipusl'(l to Itu vI> ~Itls 
Ollllo!'tunity to nllVl'Ur lil'forl' ron t()(lny on hE'liulf of th(' Depurtment of the 
'rrt'lUmry to <1iS('1IKS the g'rowing' problpll\ of Ul'KOn for profit und tlte role of the 
'l'l'l'nsury I)('llurtnwut ill inYe!4tigntiug' tItO/il' illl'idl'nts. With me is John Krog'­
mnn, A('ting' Dirpc'tol' oj; tile Bureau of Alenhol, '!'ohucco and I!'irl'nrlllS; mill 
Willium 1<::. Willinms, DPlluty Commisl'ionpl' of thp Intl'l'llUl Heyenul' :,,\prvi('e, 

Thpre c:tn bl' no doubt as to the sl'riotuutl'ss of tht~ Itrsou for profit llrobll'lll. 
It Itns hePIl cItnrnt'tl'rizl'll as tltl' nlttioll's fIU:!tl'Kt g'l'OWillg ('rime; its cost is fE'lt 
in 11 \lmnn Iluffpl'ing ns well as in l'xtt'llOrdinary el'ouomie effppts sueh aR tile 10K:'! 
of ItoUl(>S, husiul'sHl';:, and johs; and it is a tlU1i('ult crime for law eufon~emE'nt 
to stH'eessfully dl'tE't't, inYl'stigatt', and prosl'('utt', The impaet of arson has not 
fallen on allY single ~tatl' or llllrt of our ('oullfry alollt'. but ItIlS affl.'eted all of our 
major urhan arl'as in vnriouH dl'gl'l'l'K. 'l'Ite ~ational Fire Prevention and Control 
Administration has informed us that thl't'(' wert' Illl11roximntely 1iiO,000 ar~on,: 
Coutlllittell in thl' Pl1itl'c1 :"\tall'H in 1!)7G. ancl that the llirl'c[" 10SSI'/I were elltimatell 
at Illlllroximately $1 billion. In addition, Wl' hl'li('ve thnt tlll're i;: evidence that 
ill various arl'afl nr;:on I'l'rVl'8 as n SOUl'('l' of inl'onu' to organizNl ('rime. 

Ourrently, the Trensl1ry Dl'llartment's role in the investigation or appre­
h('nsion of tItose l'ng-ageel in arson for llroflt lies with the Bureau of Alcohol, 
reohncco und I!'lrearms (BATI"). The l't'sponsibilities of the Bureau is to inv(>!lti­
gate violations of th(\ Federal firearms ancI eXlllosives statutI's which prohibit 
thl~ lloflspssion of Illltny of thE' (>xplosive and incencUary devices w11i('11 are 
('ommonly uSNl by al·sonists. Therefore, BAT))' has statutory jurisdiction to 
investigate ar~olliHts who l'mploy c(>1'tain proscribed dl'vicl's to commit arsons. 
In adcIitloll. tItt~ Intl'rnal Revl'nue SelTic{', whose mission is the admiuistration 
and I'll1'or(,pment of our intl'rlltll reVl'n11e Inws, Itas the authority to investigate 
indivilluals or entities who fail to report Ol('ir profits fl'om ursons. As you cau 
see, the BUl'l'ul1 of Aleohol, Tohacco amI I"il'l'arms Itas a direct role to play 
in tlNt1iug with tItis problem, while, 011 tht' othl'r hand, tIle Intel'nal Reveuue 
S(>l'yice has a lllllCh more imlir{'ct re!1ponsihility in the orson area. 

~'he ]'etleral statutes whl('h currently direct themselYes at arson are the 
Nlttional ]'irearms Act, 2G U.S.C. G801 et seq., (Title II of tIle Gun ContrOl Act 
of lOGS). and Title XI of the Organized Orime Control Act of 1970, 18 U.S.C. 
8·n et l3eq. Yiolahon'! of botIt of these stntutes muy be llunisllable by llu{'s of 
$10,000 IlIlli/or imprisollment for ull to 10 yeal's, .Tustice Depurtment ofIlcials 
will be llppearing before this SullcOllmittee und will lle offering their "iews as 
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to tile effectiveness of these statutes as they I'elate to at'son, as well aR somc 
utllel' statutes whlcil might he allllUCllhle Hueh as those involving Racketcer 
Iullucllced and Corrupt OrganizatiollS and mail :Cram!. 

~\rs{)n, m.e mlluy other ('dul\?~, involve a hlendillg of Federal, State and local 
jurisdictions and respollSil>i1ities, The Treasury D('l'ttrtrl'cllt believes that, at 
its core, arson is plimarlly II stnte l\nd local ('rime, Thel;c entitles havc the 
basic responsibility to maintain public 8afpty within their respective boundaries 
and, obviously the Treasury Department does 110t have the resources to actively 
investigate mOre thnn n small llercentage of the arsous which are committed 
each year, 

~'lIis does UIOt mean, howl'vl'1', that wc believe there is 110 fetleral role in the 
Ilrson area. ~'o the contrary, tile ~'reasury Dellartmpnt hollevell that orgllnized 
and direct J!'ederal inyolv('menG is net'C!Sl:lUl'Y. uud we have nded to lll'ovide it, 
HA'r.!!' has already providcd sullstulltial assistmwo in attacldllg this prohlem 
and is currently directing its arson iuvestigativc activitlNl to those inRtances 
wlll're thN'e i::; orgauized criminal illVolvelll('I1t, whitt' collar crime, nnd arson 
fot' l1irt~ rings which cross stltte lillell il1 cU1'r~'illg out their illegal ttcti~'lties, We 
haye also lJe1'1l committed ttl proYiding teehnicul f;Ull1l01't Ilnd Ilssistuncc to stute 
and locullllw ('nfor~('lnent authorities, 

In the past the l'remmry DeIJ[ll'tmellt has uttemllted, within its Ibnit('d re­
sources, to !llay un active role in comhatting urson anll arsou-rcllttell crimes, 
predicated upon A'l'b"s enforcement of the 1)'ederl11 lIrearms und eXIllmli VI'S III WS. 
As the members of the i::1ubcommittl'e mllY know from the GAO Report, the 
number of AT.!!' Ilrson cas('s CllllllOt uccUl'!ltel~ he ll1ell!ml'ed without great diill­
I'ulty hecum~e wbut is now rCllortNl IlS un arson or !lrson·~l'lated offense untU 
Januury, 1078, was reIlorted us n violation of tIl(' lJ'odel'ul flreurms and l'xplosives 
luws, I um Ilhle to l'£>port, however, thllt between Junual'y und July 1978, N.rF 
hud 1(J3 active arson-for-profit schemes under illve:-<tigution, nutiollwlde, 75 of 
wllic11 were lJeing comluctt'll hy A'.rF Arson Task ll'ol'c(ls. 

I am also ahle to l'ellort thut in caHes wh(;'re dired ATF invl'stigntive involve­
ment nt the l,-ltutp uml loeal levels was prccluded for jurisdictional reason~, the 
Bureau alwllYs stood rendy to fUl'nigh teelmiC'al (lIld invcstigative ussistance. 
lJ'or instnnce, during 11)76 and 1!l77, A'fl!"8 four forensic lahoratol'ies provided 
technical assistance in over 2,000 urson cases, nnd investigative ussistancc in 
(JOG case::;, 

As the probll'tn of arson grew, the Treasury l)l'Illlrtment in the pust year has 
Rought to develop ncw und morl' effl'l'tivc strnt(lgies within the D(;'partment to 
comlmt it. We hR\'e uiso l'ecogllizl'll the n£>etl fOl' n coordinated lJ'ederul effort 
and huYe initiated llrograms with otllN' l"elleral law enforcement ugeneies, 

I would like to shure some of these illitiRtives with the l:lulJeommittee: 
In January 10'77, un A'£lJ' Arson Tasl. lJ'orcl' wns estahliHlll'l1 in the l'hilallel. 

phia, P~'nnsylyulliu, area consisting of l1ersollnel from BAT!!" tlll' lJ'UI, the 
1'ostul InSl)ection Service, and 1'hllu<lelphin polict' I1nd lIr£> inve:-<tigators, This 
task force wus created to assist local lRW t'uforc,)m£>ut Ruthoritit'S in arson 
investiglltions where viOlations of the l·'ellel'al firl'arlUS und explo!-1ives laws 
W('re suspedeu, The tusl. force was very effective aml hus iNl to tlle convictions 
of three imlivic1uuls who hud (llllplorell IlrofN'sioual nrsonists to burn down 
commercial structures for the 11I11'1I0Se of defl'amUng iusllran('e cOlllpunies, '1'110 
tusk force has also iUY£>fltigatef. nine other cnses, three of which nre now Ilwaiting 
pl'osecution, ancl six Otlll'l'S uwaiting grand jUl'Y action, 

In tll(\ inU of 197'i, my oill('p hall (li~;c'u~l-li()m:! with the Ju~t1('(' Deplll'tllwnt con­
c('rning the f('al-libility of l'stnbU:;llillg J\.r:<on Tn!'lk Fol'Cl'S in the hn'nty-thl'pe 
Departm('llt of. Justh'e primury and satt'Jlitl' ~trll:p foree IOl'lltion:-<, '1'110 llUl'l)(ISC 
of theRe tll~k fOrl'1'I1 is to d('vl'10p ('ases nl!uinl-lt Ol'/.tIlllizP!l crime uml l'Ilckl'teel'ing 
fig urI'S wll0 nrc bplievl'(l to hl' il1volv(>ll in ur,~on SCh!'lllNl; und to assist state und 
local authorities in the inYl'stigution and ))l'Os('cution of significant ur~on-fol'­
Ill'ofit caH(,s' 

During this same ll('rio<1 of time, ATF InvestignUvl' l)er;lOnnl'l tnl'C with oilll!inis 
()f th(' Criminal Division's O1'guni,wd ('l'iUl(, and Ru('l;:l'tcpring; ~N'tlOI1 to dpY('lop 
spl'ciflc invl'stigatiY(, standal'ds and gnillplineR to hI' ul-lNl in <1('termininA' WlH'll 
an arson-related orgnnizp(\ eri1l1l' or whih'-collul' c1'll11(\ sh()uhl hI' illYl'fltigttt<'ll, 
Till' pnrpOf:e of sl'tting tlll'se guidl'linl'S fA to ('UHllrl.' that tll(' limit('(1 ,Justire 1)1'­
partulI'nt nUll A'l'l" rN~OUl·'·t'l'~ wonltl hi' utUizl'(l in tll<' ll\o.-t ('ff(\\'tiyl' ma111ll'r hy 
iu"pstlgutillg only thos(l ('IlSPS whl'1'l' tllPr(\ wns a l'('as(lullhle 1il,,'111l()o!l of Htl('C(\~S­
ful IlrWlPClltioll, 
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On l"l'hruHr.r 1, 1078, thp ta~k [orl'P ('oll('l'llt WHS aplll'oy('(l, Bt'/dUlIing iu :\lal'l'h, 
.\.'1'1,' lll'g'nl1 (miuing !:llll'l'ini I\w'nt~ in \trSoll in\"(·stiglttlllll~ amt }litH.'!' tllt'n has 
tl'nilH'd l:.!O SllP('inl ng'l'llls. '1'lIt' t'lll'!'ini ngpnt~ t'l1O~!'Jl for th!'~(' nH~ig'11111Pllts nil 
lIndpl'Wl'1I1 iutl'llsivp ill~ll'l1<'t!()1I in tit!' dPll'('tiou Ull(l illl'l'l'tig'lttioll of nl'~oll·r"r· 
Ill'ollt 1-ll'!H'1II('~ at !lIP l"('\ll'ral Lnw I';uj'Ol'l'('1I1l'1lI 'l'rnilliug' ('(.ull'l' ill nl~'lI,·tl, 
<lpol'g'in. Him'l' thl'lI, .\'1'1.\ in I'o"lll'l'ntillll with tilt' I h·ll.tl'lml'lI! 01' ,TUNtit'l', also 
hn~ 1\('\(1 n l'wmilllu'!n al'~\lll iIlV('stiglltin> ll'dmillllPI' for Hl'(,l'inl .\.1-('1111' ill ('1Ial':':(" 

In ,Tall1l1u'~', lUiI', WI' nIl'o 11\('( witlt 1'('111'(,N('ut01tl\'I'N of tll<' ('OIlIlIl!'l'P(' IlI'I'llr(­
l1lPlll's XatiOll.ll Fit't' 1'l'Pyt'lItillll alltI ('oulrol .\lll1liuil-ltl'lltioll 10 off!'r Olll' n~' 
~iHll\lH'1' at'. tI\(' Xutlllllal l,'il'l' .\(·IHll'llI~· in tllt' tl'aillill.~ 01' statl' nmllm'al lnw I'll· 
[Ol'('('l1ll'llt ami til'l'·lil!htillg lll'l'~olilll'l ill thl' tlptp('(inll 111111 ill\'I'~!!g'ntl()1I oj' 111'''''11, 
l'rl'\'iom:ly ~\1th ti'llillillg lttHI \I('('1l 11I'u\'idt'tl b~' Xl'l" ou ('Illy 1111 tiel ItcJ(' hll~i-: lit 
tlll' (li:.;tl'it·r. 11'\'1'1. Fillllllll'l'llllgl'llll'lIt:; for .\'1'1<' lI:1rti('illll\lou !Ill"" hl't'll 1I111l1 .. , IItHl 
it is (,XIll'l'tl'tI that A'1'1·' will bl'gill IlK~llJllillg' fI'al'hillg' lluth':-; Ht 1111' A{'t\(ldU~ 
within tIll' illlllu'(liatl' ful U1'I'. 

BI'('au~1' W(> Jun'l' 1'1'I'Ogllilwcl tlu' oh\'lon~ iJl(l'l'I'~t l!tnt ill~tll'alH'1' ('olllll:mil''' 
hn\'(' in lll~ltillg Ill(> I!l'o\\·th of 1I1'~01l aIHl (h!'!1' willI' I'XllI'rit'Ill'p III ill\'P~ti!~lllil1g 
thi~ ('rim!'. \\'1' 1'1'('l'lItly l'ulisll'11 tlll'il' ('IHllIl'l'tI(jou In ('())llllllttillg /u·r:oll·fol'-jll'"tit 
H,'Jll'lllI'H, 1<'01' iIlHttll1(,(" ill .\jll'il autI ,JillH'. llliH, .\'1'1" IIlpf with l'(·Ill·l':O:l'ulati\'l' .... ot' 
Ill!' III~lU'lllll'P l'l'illlt' Pl'l'\'l'lItiOll 1111't11\111' nlHl Ill!' l'l'O}lI'l'ly !,n141i nl'~I't\l'l'h 
BUl'l'nn ill orcl!'l' to ohtnin iufurlllatioll 1'1'g'al'cliu!t IlIIl,ini' :tl'sou·for·lll·olit 1'('11"11,,'''. 
,mil to llUllw IU'l'nng!'lllpul" foi' 1111' 1'111 Ul'P I'XI'i1I\1Ig'PIi of inl'ol'llIati!l'lI l'('~nl"lillg 
(I(>(P('[ioll 11'('huitllWH. Rpln'I'~('I1( II tl \'pH of hot It ol'l!lIuizu tioll" lin \'1' ph'll!tpll (ltdl' 
I'll 11 ('nolll'l'll tinll ill HUllP01't (If til!' .\'1'1,' • \ rC:Oll 'ruNk 1"01'('(, Pl'oj!'('t:;. III t hI' ,.:\ ~(> 
or 11It' 11114111':111('1' ('riu\\' l'rl'\'l'lltiOll lu"titutl', tlll'l'l' \\'1'1'1' nlsll al'\'all~I'lIl('llt'" U\llllt' 
for A'I'l!' to pUl'ti('illlltl' Oil tl lilllitP(\ hasis ill til(' illf:tl'lWllou ot' Jll'\" !tl\'p:-;tirwt"l''':, 

'1'l'PUN1ll'Y 1'('(·O/.(UilWS tlwt flll'tlwL' iuitilltl\'p,; will III' l'l'ljllh'pll it' tltl' 1<'1'(1"1'1\1 
('IT01't agnins! \U'HOIl-fol"llroJit S('lil'lll!'H i~ to Ill' fll11~' {'[,f(,I'Il,,1' 1\11(1111' ollr I'XIlPril'lH'1' 
g'I'O\\'H \\'1' 111'1' Ill'('lllll·l'tl. within our 1'1"oU\'('1' ('nVllhilitr to llmlt'rtnl.t' tlH'llI. 1-'01' in­
~tnn{'{'. WI' know that t1\l'1'(' m\lHt hi' a hl'ttl'l' nnll lll\l\'(' l'fli('jl'ut 111'OI'I'(ht\'l' fill' 
:;ltnl'inl.( illfol'matiou Oil ~t1sII('('tl'(l ttl'H(llli~ts with }'plll'l':1 I, Htlltl' nllll Im'uI ali­
t ho\'1t i<,~, HIIHIII''' (0 t\1'\'pjo]l (ltl'~(' 1l1'0(,l'lluI'PR n 1'1' lIO\\" ulllll'l'\\,Il~·. 

"'hill' w(' ('()utim1l' to 1It'1I1'\'p thut llril\ln1'~' I'('s!lollsillilltr ill Ihi~ al'l':( shfl'llcl 
1'1'1I1Itill with tlH' ~futt' IlIl11Int'nl nu!hol'iti('~, WI' 111'1' ('olllll1ittl'cl ttl ('ontilluillg' 0\11' 
l'lIll'in Ihl" I\l'l'n, Iln\\'I'YI'l', WI' {'antiol\ n~l\inst lwigl1tl'lll'd I'XIW('tnt!(l\ls Hmt thl' 
}<,('<1(,1'111 g'on'l'l'lll\ll'lIt nImH' wlll he allll tn Ill'(lYiclp RufIl('il'lIt l'1'~()nl'l'ps to Ht t~{('k 
thii-! pl'ohlt'm. It ('1m olllr \IP f;l\('PPl'sfnlJr I\dd1'I'~NPd h~' n ('olll'(1illn!l'{l fl'(lt'I'III' 
stilt.' ('ITOl'!. 'l'lIls is I\. l'l'fh,(·tioll of tllp fll('t thnt fl'c1(,l'nl 1'I'SOlll'PPN, Ill\\' plIfol',·.·. 
1lll'1l1' IUlll ntlwl':;, 1\1'1' not nlllltllih·(1. 'I'his is part i(,\llal'l~' trill' of till' B\U'P:\lt flf 
,'.kllhn], 'ro\l:\\'(·lll\lll1l·'l!'('IU·IIW, Wl\O:<f 1II'opns!'t11!l'i!lII\\(l/,!;!'t WttN sP\'P!'l'ly 1'<,<1>11' .. 11 
h~' till' ('()Ilg'I'('~R. Xp\,l'l'tlll'I!'I'~, Wl' n!'(' (\!'tN'mltl!'!l tn t!'~' to do who t Wl' (,lilt to 
tl'~' 10 lIl('!'{' this Ill'ohl('IlI, ('\'(\11 thol1g'h OUl' 1l1'in1!u'~' IH'tol'-·B.\'l'l<'-llla~· 111l"1' 1.'"" 
}ll'flllll' to l1)('!'t all its 1'1'1'1IOllsihl1ltil'~' 

I ",illllo\\' I1l'k .\I'tillg Ilh'pptnl' Kl'og'lIIlln Hlul nl'll11t~' C'Ollllllissioll!'l' iYilli:llll~ tn 
Ill'PSI'llt tlwtr stntt'llH'uts aft('!' "'hiI'll \\,(. will Ill' gltHl to nIlS"'!'l' allY q\H'~n"llk 
~'on l\ln~' ha "I', 

~L'hallk you. 

Mr. D.\VIR, I will ju~t wry l11'ic'fl~" SnmlllHl'izi' th!.' t!.'stillloll~'. T thillk 
thut t1l<'~l' hNtl'in~s nm1 tllp 111('1'<.' fll<'ts thrm~ph'ps snppOl'i'. tIl(' c01l­
clusion thnt Hl'I';On is It srl'ious ('rillH', l)()th in h'l'lllS of thc' s})('(\(l wit h 
",11irh it, is growing, its impart on l)('oph' nnd prop('l'ty, tlU' pl'()1,h'1I1~ 
"'hi<'11 It 1'(' fa('pel by law t'l1fol'('C'llwnt ill tl'ring to ~;)h'(' it and t he' 
'Yi(h':;pl'('lululltl1l'(\ ihl'(mg'h(Hlt tlll' ('Ollutl',-,' . 

'l'rrnSHl'Y's 1'01(1 is pl'iuC'ip!l11v in tllr Bnr(\(\1l of .\l('ohol. Tohlll'l'O. 
und Fil'Ntl'llls in tN'lllS of its <'Ji.fOl'(,Pll1pnt of th(1 ('xplol-'iv<' laws ",1Ii(·11 
hn'olr!.' Hlnn~' of tIl(' (1pd('!.'s whkh nrr nsP(1 to f't'{: mnllV of thrs(\ fil'p":, 

In nt1(lition. t1lC' TntPl'11al H<'wnu!.' ~Pl'\'it'('. "'11<'11 tIlp arsoni"t (1 ()(>.;1l 't 
l'P})Ol't, his iI~(,Olll<'. abo hl\~ a 1'01p to play in t('rlllS of }>o:o:siblr ill('ollll' 
tnx l)l'OS(l('utlOlls, 

,YP think thnt fllls is Olr Idnel or ('rim!' likr mnnv othrr <,rill\(,~ 
whi('h invohwl th(1 bl<'ll(1il1~ of l'!.'Rpol1sibiliti(ls, F(l<1(1i'nl. Rtutt'. Im(1 
lo(,Hl, ,Yhrn YOll tnlk nhemt npp1'oximnh'l~- liiO,OOO in('iclrnts in tl'l'm~ 

• 
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of Oll!' of tIw ~t!ltbth'H Wl' haYt' 1'('('11 {.dr(,ll, ,,'(' fl'('l that n~ l>n~if'aHy 
n "tartin'" point. 'nil' l()~alllntho1'iti(>~ :-:llOuhl baw tll(' ](>:\(1 ill ilit' im·p:-:tigntioll:-'. ,,'l' 
t hi!lk tIl(> Fp( h'rai (to\"('l'lllll('llt hll~ a. WI',\' illlport ttl!t l'oil' ancl 1ll~1",t. 
play an illlportant roll, ill It, ;·P.r~' (l11'~'('~('(I,l1lHl (~rf!.H!ui:(>(l way [w(I,wl' 
hll\,(' b(,Pll tl'Ylll(! to (k, tlwl. I Jus 1'01(> hi III Jll,'('stl~~l1lmgtho:,(' [tl'~'Plnsls 
\\'110 111'(' ill\:ohi,d in o1'l.!'llmi:('(1 (,I'iltlinal adidty, whit!' ('onar lTillH'. 

or \\'ho~(\ n!'! i "it ips ('l'OSS' St at\' liIH's. ' 
Thl'OlHrll .. \'1'1<'. W(' hltyp hl'!'lI illw"tigatill{X arsons ~ilH'l' l!Hi!I, In 

l!lj(i. (mil ill t!l,/", .\TF pl'o\'i(h'll in 0\'('1' !.!.OOO illstnul'l'S lalllll':lt\)l'~' 
nssi:ij :lIH'I' to 1()(':t 1 nut hOl'ith\s anrl OWl' (iOO iw'llU1('PB of illYl'Btign\ jyl' 
n .. " i!,( :1IH'P. Hut ATF abo 1'01l! lu\'l S 1 l!Ph(' im'p:-ti',l:nt i(m~ itSI'1i', 

III .Tllnttnl',v Wi/" .\.TF startpll n Phi1nclplphia tnBk fOJ'('l' in \'(,,'1-

jll11dioll with ot-hpJ' Fl'll(>1'ltllnw l'ui'ol'('I'IllPllt 1I{.!'PllPil':-: Im{l tlll' n..'}l:\l'l­
illl'llt of .ft".;ti('('. ",hic'h 1 think wa,: wry Hll'{'('~:sful ill sh{l\\'ill~r 1 hat 
lhi..; IdJl(l of ('oordinatl'll ('fro!'! ('all 11<'1p in im'l'stip:atill,~r uncI }\,'Ih'­

(·utiI:tr al'~:Oll oll'c'ncl!'I':', 
III tIl(' fall or l!l'j'i, l1uHlIIWl'tillg':-: with 1'1'Pl'""pntatiYl's or tIll' .Tn,.:­

tic,!' I>l'P:tl'tllll'llt Illl<1 p:\:('h:1Il,!!('<11I'ttPl':-: wit h 11w1\ .\SSb'tllllt .\ttlll'Ill',\' 
OI'Il!'ral <'idll'ti i. ill ,,'hi<·h it wns H',!TPPtl thnt .\'l'F wonld I'XP\\11.1 it~ 
ta::];: fol'('(> appl'Oal'h to tlw :.!:1 l'tl'ikl' 10l'('P l'ith':4 ttll\l Bat('11ih~ stl'ikt' 
fOI'I'!' ('i~ il's. lm( 1 t hilt W:h~ <1Oljl' cllll'ill}~ t IJ(' ",intl'l' of 1 !lj!-{, 

TIll'St, t:,,:1;: 1'01'('('''; :tl'l' in 1ll'O,'!.'!'!''''''. n11<l m'p (,OIHhwti1}g l\ppr(l"imali'l~' 
7;, :ll"'OI1 ill\'p:-:ti.!!atiolls now. In lllltlitioll, .\'1'F, ('\'('Il apart fl'om Ih(\ 
1:1;;];: 1'01'('(' I1pPl'olH'h. ('OlHhwts otIwl' \\1'.":Oll inwsti,!!lttions I\IHl is 111'(';;. 

(11: 1" <'OI11111c>till~ mlnlY of thn:-:!' in its varion" Ofli('l'~ • 
. \'1'1<' lins nl,,() hpl'll'tl'ninin(! it" lH~'I'ntl'> in Ul';;Oll im't,.;ti(!tlti\'(' ((1I'h· 

11iqn(>:; in Ol'(lrl' to imprm'(' thl'il' nhilit" to l){,l'i'Ol'lll in tlW!-i(> vllrioll!4 
"tril,p fol't't'". 11 Im~; nh,o gottt'll lWI\\'i!y im'o1w\1 in h'l'm" of tl'~'in!.!: 
to tmin h)('ul oilit'ials in h'l'lW; of t\nhlllll'iutr th\'il' !lhilit;" to ill\'(>~li!~lltn 
nI'son. 

For ('xlunph', in thl' pn:-t •• \'1'1<' \\'(mIll work at it~ (1i:-;(l'id, ofik<' h\\ (>1 
on fi morp nIl IHW hll~L~ wit 11 llWll 1 law ('l\ f'Ol'{'(\\lWllt offi('inl~ ilL lH'!)­
yi<ling' training In pl'l.,.;onlH'l of 1()('1\1 poli('l' (h'l'urtnwnts. ,,\V<, hayt' 
HOW. n;-; It }'(';;1\1t nf \'OlWl'l':-:atioH:-; wit h TlNml(\ at. i Ill' CotnllH'l't'(' Dl'pnl't­
ml'})!. ('nHH' to an :lgt'l'PlIwut in whh'h .\ TF willII\' gh'('tl tt'l\('hill!~ tilllC' 
at. t)1I\ ~atim~al Firl' .\('IHlt'lH,\· to p!lahl(, A1'1<' to pro\'i<lt\to tlH\fh'l' awl 
11011('(' lUw141gntOl'f; who go to that, A('n(~(>l\l\' tht, t':qWl'tlf(> \\'111l'h tlw'\' 
h:\,'" <l{'wlopl'tl in th(\ iny{'stigatiou of ul'::;on: ' 

\\'c\ al~o Ilwt with l'PIH'ps('ntatiY{,'l of th(' in":H1'tllH'1' iIlIln~t1·\· to tIT 
to imp1'o\"(\ ollr ('o(H'(linntion awl nnclt'l'stnndiutr or tltp prohl{,lll, ,,~(\ 
m'(, ('ol1nnitt('(l to trying to do tIlt' b{'!'t. within om' l\'flOlll'('l'S to ('on-
ti!11l(1 thp~(\ (>{['orts. . . 

I know yon arp tit'Nl of hMl'ing th{' phl'ftR(\ "within it~ l'N;OlU'('('~:~ 
hut. for us nt .\TF and )I1', Kmgmnn. it- is pnl'tirulnl'ly an importnnt 
pl'ohlC'Ul sinr(\, al'l yon know, thiH was U difiirnJt. bncltr(>~: ':NU' for tlH'1Il in 
t(ll'lHR of g('Jtiutr thr ATF appropriations through thp (\)llf..'1·(,S~, 

X(\Yl'l'th{'JC's:" whi1C' that. may lll(>nn w(\ ('nn~t. I.'xp:Ulcl as fm,t. ill n11 
of 1'11(1 arrl1S as WC' would Hk(', W(> ar(> ('ommitt(><1 to rontinning' to (10 
whut we have nnd to rontinne the task fol'(,{, aPPl'Oadl in 01'(1(>1' to <10 
sonwthing to l11{,(>t. t.Iw problem. 

R(>nntor PERCY. Thank von Y(>ry murh il'1<1(>(>(1. 
?If 1'. Krogman, ' • 
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Mr. KROGlIL\},'. Tratlitionally, ATF has been inyolved in arson in­
YC'sticrations in seycml clifYerC'nt wayS. ,Vhenever possible, our agents 
h!1Vt,t">activcly iIn(:stiga.tt'Cl arson eases which fell under ATF juris­
dict.ion, which is essell:t.ial~y the Gun Cont.rol Act. 

Our forensic laboratorIes 11a ve proceedC'd and analyzed arson or 
suspected arson (witlC'nce sC'nt to it by St.ate and loc!tllaw enforcement 
ar·~,:r:.~ics. Additionally, om Bureau scientists have joined with special. 
Itgpn~s ill conducting training classC's in arson detection for State and 
loenllu.w enfol'cel1lent c ,;pneii.>s throughout the United St.at.cs. 

ATF made its first. firC' bombing easC', ,,·hich now 'would be terme.d 
an n,rwn cnsc in 1DGD inl\Iobilc, Ala. In 1DG0 we also began instructing ., 
State and local ofilcers that. FC'clC'ml prosC'el1tion of nr~onists 'was avail-
able in casps whe1\,\ tho fire was Rtal'tPll through the use of what we 
could call a destructive device, "Molotov cocktail" firebomb. 

In the early 1!l70's, ATF was a partidp:.mt. in the Chicago arson 
task force togC'thC'r with city police !L!~('nci(ls. ATF laboratory faeili­
til'S hav(I pro,-idC'cl t'xpCl't Ol)inion and' court tt'stimony, Wht'l'e'11eeded, 
fnl' lo{'u I agC'llciC's in arson im"estigatiolls. For example, our labora­
tOl'ips htln~ nnalyzl'd eYld~-;'i('e in more than 2,100al'son cases. 

l'ht~ lllost l'N'C'nt ATF tactic in combating arson has bC'C'n through 
tIln use of task forccs which ntilbm the. talents of many agencies. 

ThiR task fol'ct' concept was implclllentC'd in Philade1phir. following a 
sC'rit's of arsons there. The ATF 8pC'cial Agent hl Charge was granted 
pl'rmisRkl: to form an arson task force for Philadelphia. 

Tll(' group il1chHIC'd AT]', the FBI, postal investigators, and Phila­
dl'lphia police and fire inYC'stigators. 

This intC'ragl'ncy cooperation with State anc110cal officials resulted 
in 15 arson inYC'stigntions, inC'ltl'ling the successful prosecution of 
white-coll!u' criminals who C'mploycc1 prorl'ssional arsonists. 

ThC'RC' hirPlings burned clown Imilclings and ImsinC'sses so that the. 
bos~ns might. cldl'l1utl insurance companics or hundreds of thoUR!lncls of 
dollars. 

During 1077, on-the-job training ,,'as proviclC'(lATF agents by tem­
porary assig:tllllC'nt to the Philadelphia arson task force in ordpl' to pro­
YhIe us with the C'xpcl'tisc to C'xpand this C'nforcement concept to ;1.0 
othC'r ('it ics with acute arson prohlpllls. 

In KOYC'lllhC'r, a <lC'cision was madc to C'xpaml the conccpt to all 23 
<Tm;ti('C' Ikpal'tmt'nt's Strike Force cities. 

In Ii'C'bruary 1078, thCl'c was an agl'cC'll1C'nt forll1alized with the .T us­
tiCQ Departnit'ut, C'xtC'nding tlw urson eonecpt t.o the Strike Force 
c.Hit's. Training startC'd immediatC'ly, and by April, ATF had con­
ta('t(>(~ all Strike Force attol'llC'Ys, Feeleral ageneics, and State. andloc.al 
a~C'nCIC'S itl'roi vC'd. 

, ":\.8 of: ,Tuly 1. 1078, ,,-c haye alreaely initiatC'd 1G3 arson investigu.­
tions, 75 or whi('h are uncleI' tht' task force snpelTision. ,y c will snpplClllC'nt our task Iorr('. opC'ration by t'stahlishing two 
national rt'sponse teams. Thesc 10-111an teams will be used in inajor 
nr~on cusC's, hombings, and acridC'ntal explosions. The idea is to develop 
a wt'll-tru;nt'cl team of sperialists who can be convened on short notice ,. 
anywhC'rc in the Fniteel StatC's at the sitt' of a major bombing or arson. 

Each team will eonsist of 10 spC'cial agents, angmentC'd by teclmi­
eiuns, 101'C'Jlsic scientists, and auditors. Because 'the investigation of ex­
plosion and firt~s can tie up agents :for man,'," hours, the.se quick response 
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teams will offer relief to the local ATF agents and permit them to con­
duct their regular investigative \vorl\: uninterrupted. 

These team membel's al'e now being selected. They win undergo 
extensive training and shoulll be operational within a few weeks. 'We 
expect to monitor the results of these l'esponse teams, as well as the 
task force, very closely. 

[Statement of :Mr. Kro,!;man follows:] 

S'rA'rEMEN'r BY JOlIN G. KROGl[AN, AC'rING DIREC'roR, BUIUM.U OF ALCOHOL, TOBACCO, 
AND FnmARMs, U.S. DEPARTMENT OL' 'l'llE TREASURY 

111'. Chairman, and members of your distinguished subcommittee. I appreciate 
the opportunity to discnss with the committee ATl!"s activities in urson illn'stiga­
tion, and. what tne Bureau has done to combat the alarming growth of arson-for­
profit in the United. States. 

Because the Bureau is concernetl at the growing number of arsonS through the 
Nation, it has taken steps to aggr~sively attack the problem within the limits 
l1.vailo ble to it. 

This is not to say that A'l']P has not involvetl itReU in arson·cases in the past, for 
traditionally it has, but 11lltler circumstances limited hy lllanpower and llriorities. 

'.rhe Bureau derives its authority in arson investigation from two sonrC~. Qne 
is Title II of the Gun Control Act of lUGS which forbids the illegulmallufacture 
of explosive devices. The secoud source is the Explosives C'Ontrol Act of 1U70. 
However, because 'of the Bureau'::; limited lllanpo,,'er, A'l'lJ' agents have emp]1!\.­
sized the primary intent of 110th acts: That is, the enforcement of iirearms aIllI 
explosives laws, uncI the regulation 'Of the two industries. 

Nevertheless, through the years the Bureau has conducted many arson investi­
gations bused upon the application 'Of these laws. In addition, ''Our laboratorieH 
have processed llluny hllmireds of l)ieces of arson evidence, nut only for A'£I!' 
agents. but as !L service to State antllocallaw enforcement agencies. 

Until recent year&. arson was considered to be outside A'f'lJ"s jUrisdiction, unless 
the device used. to i~'l1ite the iire was !l tl'ad.itionally recognized destructive device 
0)' an explosive. If the cause of the fire fell within these rathel'narrow parllmeters, 
then jurisdiction l:ould be claimed by A'rll'. Recently, however, we have estab­
lished that the use oJ.' a flallllUable liquitl when mixed with an oxidizing agent does 
fall within the d~finition of explosive as set out in the Explosives Control Act. 

A recent U.f:!, district court decision in Savannah. Ga., supports this Bureau 
interpretation. With this intervretation ATF has tbe IluthDrHy to investigate 
directly lUUUY more arson eases thun it previously COUld, 'rhus, !I. violation of 
Explosive Control Act can be estllblishetl when gasolille with an oxidir.ing agent is 
used or is attempted to be used to tlamage or destroy any building, vehicle or other 
real Dr personal property in intei\Stute or foreign commerce 01' in any activity 
affecting interstate of foreign commerct'. 

Traditionally, ATF has endettvore(l to be involved in arson investigations ill 
several ways. 'When possible. ATF agents have actively investigated arson cases 
which fell under Bureau jurisdiction. l'11e A'l']' forensic laboratories hav-c always 
stoo(l ready to process and analyze ursvn or suspectecl urson evidence sent to it 
by Stnte and local law enforcement agencies. Additionally, Bureau scientists havn 
joined with special agents in conducting training classes in arson detection for 
State and localla w enforcement o!ticials. 

In the past, our special agents perfected many cases which would not be 
termell arson cases, but were includetl in our criminal case reporting system us 
Gun Control Act or Explosive Control Act cuses. lJ'or more UCcurate reporting 
we recently revised our system so thut we can identify arson investigatiolld 
as such. 

A'l'!!' made its first fire bomHLlg" case, which now would be termed an arson case 
in (;'nrly 1UG9 in l\1ollile, Ala. ATlJ' ugents then nrrestell two perSOns who were 
conYicted and sentenced to 5 years each. 

III 1U6D, we ulso began instructing State alltllocal officers that Federal prose­
cution of arsonists was available in cases where the !lre wns started through use 
of a tlest.l'uctive device. The ":\Iolotov Cocktail" was it commonly recognizec1 aud 
ttsctl deYice. 

In the early 1970's, ATF was a participant in the Chicago arSOn task force to­
gether with city pOlice agencies. A'l'F luboratory facilities have pro\rillell eXllel'L 
opinion mlll court testimony, where lleelled, for local ngencies in arBon invest!-
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gutions. Our luborutories hu ve unulrzl.'l1 eYit1('nce in more thun 2,100 urson cuse 
in Y('stigatiolls. 

'rIle most rccent A.TF tactic in comhu ting urson hus becn tIlrough the use of 
tUB1;: forces which utilize the tulents of llluny ugencies. 

TIlis task force conc('pt wus implemented in l'hilucleillhiu following u series 
of ursons there. The A'rF slleeitll ugent ill charge in l'hilacleillhia wus gmnh'd 
llermission to form au arson tag!;: forc(> for the city. ~'hc group included AT]!', 
the FBI, postul inY(>stigators uncl Philad(>lllhia police and fire ill\'(>stigators. 

'rhis interagency cooperation with State and local officials resulted in 15 arson 
investigations including the succ(>ssful proKecution of white collar criminals 
who employecl prof(>sSional arsonists. 'l'hN1C hirelings burned clown buildings and 
husinesses so that their bosses might {leimml insurtmce companies of hundreds 
of thousands of clollars. 

'rhose critnillals caught in ihe task force w('h in('!mled a l'hilmlelphia insurancp 
agent who sought to collpct $:.!OO,OOO from insurunce compalli('s after hiH hot,'l 
und r('staurant were dl'stroyp<l hy fire; and a landlorcl who conspired to burn 
sc'yprul of his unl1rofitaule low-income rentaillomes. 

During 1977, on-the-jOb training wus provilled A'1'], ageuts hy temporury 
as>:ignment to t·he l'hilndeillhia arSOll tn~k fOl'l'e in order to provi<le us with the 
exvC'rtise to eXlland this ellforc(~mpllt ('llllCPllt to 10 other cities with acute urson 
llroblems. In November, a derisioll wus made to expaml thc~ concept to all 23 
;Jl1stiee Dellll1'tmpnt's strike force citIes. 

In FehruarS' 1078, there was all agrePlll(lnt formalizecl with the Justice D('­
partnlPlit pxtencling the a1'son concept to the strike force elties. '1'rainil1g stal·teel 
illllllPl1iately, alld by April, A'l'J!' hacl coutactecl all stril,p force attornl?Ys, J!'edpral 
ngell<'ies, and Htate and lo('al agellcil?s iuYolYed. As of JulS' 1. lH78, we haye ini­
tiatpd 103 arson invesUgntions, 75 of which were task force ilwpstigutions. 

'rile story of A~'F's fight against arson was lluhlif'hed by the International 
ARsol'intion of Fire Chiefs in the April issue of its llrofessionllllllagaz~ne. A COllr 
of that article is attached to Ollr documentation. 

We are also in the process of estahlishing two national response teums. Th('se 
lO-man teums will be used to investigate major arson cases, bombings and acci­
dental explosions. The idea is to develop a wl'll-trainpcl team of sD('cialists who 
('all he cOllvened on short notice anywhere in the United States ut the site of a 
ltlajor arson or bombing. 

Each team will consist of 10 sDecial agents, augmented by t('clmicians, for('nsic 
scientists and auditors. Because the investigation of explosions and fires can tie 
up lUuny agents for long periods, these quick resl10nse teams will offer rplief to 
local A'l'F agents and permit them to conduct their regular investigative work un­
intprrupted, ancl leave the investigation of the major arson cases to the resDonse 
team. 

'rh('se team members now are being selected. They then will umlergo extensive 
training [lUll shoulclbe operational within 11 few weel;:s. 

AH for the GAO report which was critical of efforts being made by Fecleralap;l?ll­
deH in fighting arson, we agree in substance with the report that arson for hire 
is a ypry sP1'iom, probJ('1U which is hecoming critical. But we disagree with the 
implications of the r('l1ort that A'l'F has ilOt mounted concerted efforts to comhat 
tlw llroblem. The tl?stimony I 11l1ve pl'l:s('nted indicatps the zeal with which the 
Bureau has sought to fight arson within our limitecl resources since 1909. 

"\'1'l!' has IlPc'n flAg'l'essive in its efforts to combat arson for Drofit. However, we 
certainly agree that much more should be done. A'1'F is limitecl in scope by lUan­
po\\'(>r ::mcl r(,80U1'C(,S. vVe believe we call pluy all important role in meeting the 
prohl('m. ,Yc have the expertise, the energy and the dediclltion to mount a mean­
ingful cffOrt. '1'he extl?nt, however, to which we Cllll aDply reSOurces to the arson 
m'l?fi is a factor of how many rcsourecs we have. 'YUh more resources we ouviously 
can clo more. What. we promis(l, however, is to continue to use our peopl(' to the 
ext('nt wp enn, to attack this growing problem. ' 

Thanl;: you. 

Senator PlmCY. Thank you very much. 
~fr. Benson, a,~aiI.l your :full testimony will be put in the recorc1 and 

yon can summarIze It. 
Mr. BENSON. The Postal InRpertion Flel'Yice is reSl)onsible Ior enforc­

ing the la:Ys whic!l l'ela~e to the Post.al Service, securing the mail and 
guaranteemg the mtegl.'ltv of the mall. As such, one of the laws is the 

.il 

,. 
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ll1ail fraud statute, and it is under this law that "C, touch sometimes on 
Ul'f'OU investigatioils. 

However, it is important to note thut in investigating mail fru,ud we 
do not normuJly have t~ 1)1'ove arson. It is simply enough to prove the 
mails were used, that there was u. scheme to defraud the insuru.nee com­
pany or some money by infiating u. c,~u.im or by submittil:g a false claim. 

In doing this, we do cooperate WIth the other agenCIes through the 
oganized ('Time strike forces ancl the various cooperating efforts already 
lllentionec1 as well as with the insurance industry through the Insur­
anee Crime Prevention Institute. 

Se.natol' PERCY. Thank you very kindly. 
[The statement of Mr. Benson follows:] 

STATEME"T OF CUIEF POSTAL INSPEC'l'OR C. NEIL BENSON 

:\11'. Chairman, I am Chier Postal Inspector C. Neil Benson. I have been in 
\'lunge of the Po~tal IUf'l1ectiol1 Seryicc sl11('e 10m. I first joinecl the Postal 
~pl'Yice in l!lM amI became a Postal Inspector in l!liiD. 

I am llere toc1ay in response to your request for testimony on the law en­
for('em('ut role of the Po:,:tal Servi('e in r(>lation to arsOll-('onnectec1 rl'amls. 
A~ an intro<1uction, let mE' c1e~rl'ibe for yon briefly how our arson-frautl investi­
gations fit within om' gencl'alluw t>nforcemellt ref;ponsihiUtil's. 

rndcr tIle VrovisiomJ of 18 U.S.C. 3001 and 30 n.S.C. 'lO.J:(a) (7), the Postal 
Rpl'\'irc hus authority 1'0 ('onduct im'e~tigations of yiolation~ of postal lnws. 
(l1lP of these laws is thl} ('riminal mail frl.tutl statute, 18 US.C. 1341, which 
ljrrivcs froll11cgislation first enacted in lR72. 

:lIai! frautl con'rs a large range of criminal artiYilies. :Many have to (10 with 
Inll'tl and fraudulcnt indemnity cluims macIe to inf'UrallCe companies. Some of 
t\}('sr are lOt' pcrsollal injuries sustained in staged automobile accidents. Others 
n 1'1' illdrmnit1cutioll for 10~sps c1ne to theft or burglary. Still otherS are ('laim8 
for puym('llt for treatment or injnries 01' illnesses of persons roYered by 
lllP\lieal illl'lurallre plans. In all, we diYide the various mail fraud scbemes into 
1<(l1llE' 70 categories, one of which now is arson-l'elate{l insurance claimf'. 

'['othy, allproximntely 2G8 Postal Inspectors al'!' assigned to mail fraud 
iJly('~tigations. III Fiscnl Year 1!l77, a totnl of u,0:-l7 f;nch investigations were 
(·loH'(l. At prf'::ent, there are about 4,000 open mnil fraud illvestigatiol1~. 

Insurance-claim frauds nre u significant part of this a('tivity. During FY 
1n77, our records illclirate thnt we rpc('iYflc1 1.861 ('0l11}Jlaints of this clml'actel' 
im'olYing losses of about $G% million. The Inspection Servlre comll1ctell 1!l7 
iIlYf'stigntiollS len(1illg to 322 arrests. In n f'11erinl }Joll of our Inspechm~. we· 
found that 30 of these inyestigutions all(l 33 of the arrests invo1"Nl urson­
l'l'lntNlfl'amlf'. 

Our involvf'ment in inYf'f'tigatillg' arson-relatecl frnnds generally begins wit'h 
notification by the illsurnnre illclustr~' or locu1 inypstigative authorities about 
n ~nSl)icious fire nm1 claim that ma~' inyolye the uSP of the mails. Since arson 
it~plf is within Federal jurif'rli('tion only in limitell cir('umstnncps, our entry 
into the raRe fr('quently begills some time after the fire 011 which a claim is 
h;wpcl, often after the local ilwe.stigation of the fire has started or perhaps is 
ow·l'. 

1n a mail fl'!tucl (,R.Uf;e, al'son itf'('lf is not a necessary element of the crime 
ancI need 1I0t be proved. It is suffiri(>llt to 11roye that the r]aillled 10>18 diel not 
o(·C'ur. that the ('laim lIas heen inflated, or that the Imihlillg or its contents were 
(,Y!'l'-instll'ed. ph.s the fact that thl} mails were usecl in furtherance of the 
fl':Iurlulent ('luim. 

This cloeR not mean that "arson for l)l'ofit" sllOu1<l he yif'wecl as jm;t another 
f1'l\u(lull'nt f'cl1{'me for lnaking money. The urson element 1l1al,es this a very 
lInngerons and 1'i('ious type of fraud. 

Let me give yon a few es:allljJles of the Idll(ls of cases in whiC'll the Inspection 
S(>ryke hus become invol1'ed. 

Defemlallts ('on spire to cause the bombing of their own business to collect 
llro('eec1s from an insul'ance policy. 

A clevelopuleut company hires a so-callM "torC'.l1" to burn 11. bUi1(ling cou­
taining sOlllple condominium apartments, in au attempt to collect $1.4 million 
in illsurllllce. 
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An arsonist who is suspected of being hirecl to burn a private club is bnrnecl 
to death in another arson fire. 

A father and son are char~ed with mail fra uel for defraueling 21 companies 
through burning their cocktail lounge. 

1m"entory rE'cords are alterecl to reflect a greater quantity of goous burned 
in an arSOll fire tha11 actually were lost. 

.\. claim for insnrmwe OIl antique automobiles c1estroYNI by fire is found to 
be o,er!'ltated tenfold. The car!'l had not heC'n destrored as ('laimE'l1. 

1I0tE'1 owners hire others to burn tilE' hotel in order to collect insurance. 
My staff and I (at NationallIeadquarters) maintain liaison with other Fed­

ernl agencies including among others the ]'edernl Bureau of Investigation; 
Bureau of Alcohol, '1'obacco and FirE'arms; Department of Housing and Urban 
DClvelopment; NuvironmE'utal Protectioll Agpncy; Dellartmpnt of Justice; In­
ternal Itevenue SelTico; Soerrt S(>l'Yico; Department of IIealth, Eelucation, amI 
'Velfare; and Securities and gx('hange ConlInis~i{)n. '1'11e Inspectors in Charge of 
the 18 Inspection Service Division Headquarters maintain liaison with the 9·1 
Unite(l States Attorneys, state and local law enforcement authorities, uncl con­
sumer and husiness groups. I al~o have an Iu:;pector permanently assigned to 
each of the Dl'partml'nt of .Iustice Organized Crime Strike ]'orcl's. '.rhroug'h these 
contacts we actively solicit referrals of all t~·p('s of fraudulent activity which 
iuvolve use of the mails. This, of course, incimles arson for profit. 

In January lUIS. clue to increasing COllcprll ahout arson-connectecl frauds, a 
procedure for keeping separate statistics relative to fraud ca!'les involving urson 
was establishecl. Other steps !lave lleen taken to enable us to hC<'ome more ag­
gressive in efforts relating to this kind of crime. I have met with the Director of 
tho Insurance Crime Prevention Illstitute to set some guidelines for an active and 
close cooperation between that organization ancI the Postal Illspection Service. 
The In~titute is aware that we actively solicit the rpfer1"al of suspicious claims. 
1\. cooperative e['fort to identify localities with a snspectecl!ligll inciclence of arson 
has been launchecl to provide an additional focus for investigation apart from 
the receipt of individual referral!'l. Regional Chief Inspectors lll1:d Inspectors in 
Charge maintain regular coutact with Institute personnel. 

We beliPYe that we have improved Om' ahility to monitor anc1 to deal with 
arson-relatec1 fraud sC'llemes. These are very serious crimes. A significaut Federal 
effort is requirec1 and we expect to do our part. 

This concludes my prepared statement. I will be pleased to respond to your 
questions. 

Senator PERCY. :Mr. Williams ~ .. 
Mr. 'YU,J.IAlIfS. Yes, Spnatol'. I han' a YHY brief statement whiehI 

wi1l summarize. 
In IRS, we certainly share this committee's concern that action 

should bo talwn to combat the serious crime of arson for profit,. Tho 
responsibilit.y of tho Internal Hcvellue Service is to enforce t.he Fpcle.rul 
ta,x laws. Failure to report. any taxable gn,ill from the insurance pro­
cends derived as a result. of a fire woulcl be a tax yiolation. 

Similarly, a failure to report any taxable income. from arson is n. tax 
violat.ion as is failure to report. income. from any other actiyity. The 
umount of income receiyed and unreported in arson related activities 
is difficult to prove, as is the case, 'with h~~-:)Ine from other illegal 
a cti vi tics. ,-
~uch income is typically conc('aled. 
Tho Service pursues arson-related tax violations and a number of 

IRS districts have projects and cases im"olving snch violations. In­
formation l'(\lnting to the illegal activity having potential tax signifi­
~ance, is eyal~lUtec1 by our field offices under a, procedure, for processing 
lllformahon ltems. 

'fhis includes items identifying hidivic1uals engaged in arson-for­
profit· activities. In addition to the activities I have mentioned, we 
mtend to take a numllcr of specific steps to improve the level of our 
information about arson activities. We plan to arrange for a specific 
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arson-related liaison to obtain potential information having tax rele­
vance with the Bureau of Alcohol, Tobacco and Firearms, the Postal 
Service, and other Federal agencies that have the primary responsi­
bility Ior law enforcement efforts against the crime of arson. 

The Service has agreements with the States for the exchange of tax 
informu,tion. 'W orking throu~h these contacts, we will seek to ascertain 
the' availu,bility of l)otentially tax relat-ed information about arson 
from State agencies as 'well as from insurance industry sourcfOs. 

The Service is committed to the vigorous enforcement oft civil and 
criminal penalties within its jurisdiction as an important parti of its 
responsibility for a balanced program of tax administration. 

As palt of this commitment, we will investigate and eoopcrate in 
the prosecution of tax offenses related to arson as we do in the case of 
other tax offcnses. 

Thank you very much. 
[The statement of Mr. vYilliam E. vYilliams follows:] 

STNl'EMENT OF WILLIAM E. WI1..LIA1IIS, DEPUTY COMMISSIONER, IN'rERN.\L 
REVENUE SERVICE 

iUr. Ohairman and Members of the Subcommittee: I appreciate the opportunity 
to appear before you today to discuss Internal Revenue Service activities relat­
ing to al'son-for-vrofi t. 

We share this Subcommittee's concern that action ~hould be talten to combat 
the serious crime of "Arson-for-Profit." The responsibility of the Internal Revenue 
Service is to enforce the Federal tn.'\: la \vs. 

ll'ailure to report any taxable gain from the insurance proCeeds wonld be a tax 
violation, Similarly, a failure to report any taxable income from arson is a tax 
violation, as is failure to report income from any other activity. 

'.rhe amount of income received and unrepQrted in arson-relatecl activities is 
difficult to prove, as is the case with income from other illegal activities. Such 
income is typically concealed. The Service pursues arson-related tax violations. 
and a number of IRS Districts have projects and cases involving such violations, 
Information relating to illegal activity having potential tux significance is evalu­
ated by our field offices under a procedure for processing information items. This 
includes items identifying individuals engaging in arson-for-pl'ofit nctivities. 

In addition to the activities I have mentioned. we intend to take a number 
of specific steps to improve the level of our information about arson-related ac­
tivities, We plan to arl'll.nge for a specific arson-related liaison to obtal.n poten­
tially tax-related information from the BUl'eau of Alcohol, '.robacco aUlI Firearm~. 
the Postal Service, and other Federnl agencies that have the primary respollsi­
bility for law enforcement efforts against the crime of arson. 

'.rhe Service has a~reements with the States fOl' the exchnnge of tux informa­
tion. Working through these contacts we will seek to ascertain the availability 
of potentially tax-related information about arson it'om State agencies. 

In addition, we will seek to obtain for our own evaluation potentially tax­
relatecl information from insurance inc1ustry committees e~ltablished to investi­
gate matters involving arson. 

The Service is committed to the vigorous enforcement of civil und criminal 
IJenulties within its jurisdiction as un importnnt part of its responsibility for u 
balanced IJrogrm.ll of tax administration, As part of this commitment. we will 
investigate and cooperate ill the prosecution of tux offenses related to arson ns 
we do in cases of other tnx offenses. 

Senator Pmwy. At this point., I will ask without objection that the 
three GAO reports be ins(\rted in the record. 

.. [The documents refel'l\'d to WN'B marked "Exhibit Nos. 24-, 25, and 
26" for l'eifcl'cnceand will he tound in the, appendix.] 

Senator PERCY. :Mr. DaNis, first you quote figures from the N ntionru 
Fire Prevention and Control Administration 0'£ 150,000 ursons in 
1976. ,Ye heard testimony yesterday from the Chief Arson Invest.i-

84-057-78--25 
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gator in Houston that indicated that arson is vastly undcr-roportcc1 
in lUauy cit.ies, in fact. throughout t.he United Sbatcs. 

,Vhat CI111. be done so t:ha.t thc arson figures more nucnrately reflect 
tlw trnth. o{ this natiOlnvic1e problem ~ 

.:\11'. DAVIS. I think the first thing that can he done is probl1bly being 
<lone now in these kinds of hearings, to cause not only llS, but' people 
hack in the States to focus on the problem to improve the report.ing 
i:ly~tems, 

, I hate to get involnc1 in the c1isensRion with my colleagues from 
tlw FBI, but under either approach, I think thcl'c is 11 recognition 
that it is 11 Federal responsibility to try to seek out more informa­
tion from the States as to the quantities and the numhers of arsons that. 
an' taking place and to try and get that; infol'ma.tion so that we do 
han a better idea. 

:-:';('nn:tol' Pmwy. You say that in the past year, the Dc;partment has 
attpmpted to develop Ile,,, and morc eiYective ways to de'[l1 with the 
Hl'"oll-ror-profit. problem, 

I::; it, your opinion that. the ar90n problem is of such recent vintagr, 
01' is it only within the pa.<;t year that; the Department has begnn to 
l'l'alize how srriolls a natiollwi(le problem it; is ~ 

::'III'. Ihns. I think the arson problem has obviously been with us 
for morc than n, y('a1' and the ATF has be('n investigating it longN' 
thnn that. But I think it was in .Tanuarv H)77 whrn ATF started t.ho 
task force approach tll'[li'. we 1>co:a11 to rc.alize that we had somrt.hing 
that COUlclllOt just. 1m yicwed as isolated local incidents, that had to 
h(> yj<.'wl'd because it. was appearing to b('. the case, as involving more 
p"ldence of rings, more evidence of organized crime involvement. 

I think thl1t that awar<.'ness (leveloi)ed in 1D77. ,Ye t.ried. to react. to 
thai', I think t.he p1'01)le11\s there.fore, and the a.warelless came gradually. 

:-\enatol' Pmwy. ~Il'. Krogman, how many investigations of arson 
fol' pro1i.t; diel t,he Bl~reau conduct lust yeai'~ Could yon give\' ns the 
rr..;n1ts 0'£ those lllYest.Igatiolls ~ 

~rr. DAVIS. I think it. '''us 16~ was the figure we used. It was since 
.Ttlll11a.ry of 1$)78 and P1'101' to that one of the cliffie-nlties is that many 
oJ the a.rson figlU'rs are figm'Nl in with the explosive figtll'es when they 
\,"P1'e reported hae1\' and the problem was going hack into the st.atistics. 
\\~p haw nmy arRon reported in a mOl'e idt'ntifinble basis. 

~1l'. KnOGl\I.\N. ,Ye haw bern l'(>('ol'ding a1'son as such since .Tuly, 
~pnntol' Percy, sinre thrn WI? haw participated in 163 I1rson investi­
/l'ntions. BefoJ'e that, tlH'se im'C'stigatiolls 'woulc1 be incorporatec1 in 
0111' Gun ronlTol .\rt ancI 011l' Explm;iYe> Conh'ol Act stat.istics. For 
e>xnmple>, we may cOlH111ct. an illYrstigntion of a Molotov cocktail, 
which h; n fiwnl'l1l ns (l('fin('(l nndrl' th~ Gun Control Act, 

Hnt now Wl'> a 1'(' ('ol1rrting statistics which specifically relate to. 
a1'son. 

80Mtor Plm('Y, TIl!' GAO rrpo1't(>(l that an ATF offieial estimatec1 
th~t. th(l nrw a1'HOn task force> wonM he> o])('l'ationnl by last; .Tune. Ye>s­
tc'r(ll1~r, ll()wpye]', we lwal'd from the> San .Tose police chief and he t.olc1 
tl\r rommittee>. that h(\ had not heard from the re.presentntivl?s of the 
.\ TF task fOl'ce in the bay area. 

('onl<l yon comment on this ~ 
)11'. KilOGl\IAN. Yes, sir, On September 1, 1977, the strike force at­

torney ill San Francisco helcl a joint. meeting of ATF, FBI, Postal 

• 
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Spl'vice l'epresentatives, as well as the local chids of police, incluclmg' 
l 'hid McNamara, who att(mded that meeting. 
. That ll~eet,!ng was :mbsl'quC'ntly :foll~nypcl up by a resident a,!l\ent 
III eharge 111 San J OSC, who ('ontactec1 Cillef MeN amara arouncl the ill'S1' 
of the :real', IDiS, when they discllssed om arson task force. 

It is unfortunate that we were not reJCl'1'ecl by the chief c10'iyn to 
hiH illtl'lligeJH'e unit, but we (lid ta1k with the chil'f on both o('casions. 

Sl'nator Pmwy. I would like to l'C'acl the quC'stion put by Senator 
Xmm: 

Yon nh;o tl'Htilie<1 that the .\.lcohol, Tohacco ana l"l1'l'a1'Il1H Ta~k 1<'o1'ce out of 
~all Frnneisco-I helhwe tIler operate ont of Sun l!'rnllc\s(!o-hiill not cOlltnctetl 
~'Iln r('~arlling their work. Is that rlp;llt? 

;'11'. ~[c.;~,ur.\ll.\. Rt'gal'dil1g the arsoll, S'('S, that is true. 

Call vou comment on that a litt1{'~ 
Mr. knOCl:I[AN. Yes; we did contact them on two separate occasions 

rdatin' to this problem. 
SC'uator Pimey, ATF's ('iforts will concentrate on organized crime 

inyolwcl in arson ~ 
::\f1'. KnOGlIL\)l". They ,vi1l concentrate on organized crime as w('ll as 

whitt' collar ('rim(', arsOli fOl' profit, but due to our limitcel resourc('s, 
'Y(\ IJIlYC' to hC' highly s(']ectiv(' in the types of arson investigations that 
\w gpt. ilwolyCtl with. . 

But those are two [ll'eUS thai; we haw sent instructions to om field 
oIIkC's: Organized crime and al'son for profit. 

~ellator PERCY. Has YOllr Blll'cau encolUltC'red any problems in co­
ol'dinatin.!2: its aI'son-relatNl investigation to the Federal and local law 
crJ1ol'(,(lmrnt ag('llcies and, if so, what arc they ~ . 

Mr. Knoa:U:AN". The first problem I heard abont was the OIlC WIth 
C'liir f :.\IeX amaru. G(,llerully, onr cooperntioIl with other officials has 
bl'Pll outstanding across the boal'c1. 

~('nator PERCY. Does .ATF believe that there is a ncec1 for a law 
making arson a Federal crime or for changes in present law making 
(IJl fOl'cement morc effective ~ 

Mr. l(nomf.\x. I don't lJoliryc so. I think imm·oY(,l11ent. could he ma(l£' 
if (lxplofljvN; w(,1'e inclnc1C'd nnclC'l' thC' RIC'O statute, that certainly 
would bCl an improvement in our enforcement. 

8(,11n1'01' PmH'Y. Thank you y('ry kindly. . 
:'If!'. nC'm~ol1, we do not RPe1\:, as "on knoW', ;nris(liction OV(>1' the Postal 

RP1Tic(', but we ha"c 11C'1'e seve1'al'('xperts. \Ye have a gl'('at deal to learll 
ahout. th(' Post. Office, bnt certainly I intC'nd to try to int('nsify my 
plfOJ·ts ther(' and hop('fllll~r work on it, because there is a goocl clC'al of 
('l'iti('.if;lll theR(' davs us Wp \\"('11 know. 

Again, in a sp:i'it. or cooperati.on W(1 wou1t1like to work "\vith ~'on to 
~('o t hn t yon han. t 11(' I'PSOnt'c('s and ('nrolll'agC'm('nt and lw 1 p that yon 
11('('(1, \Y C' are llappy to hayo yon here this mOl'lling. 

D1ll'il1,Q" 13 clays of snbconimitt(>o t('stimon:r on arson for profit, we 
llr<1 heard Trom expHienr€'c1 criminnl"> and law t'n:rorcement authol'itit't::, 
all of whom emphasized the ease with which yon can commit arson. 

It. S€,C'))11'1 arRon for profit is onE' of thr, t'aslest crimes and it. has grown 
rnpidlY t11e1'(,o£ as n l'Nmlt. It has monel into areas of high yield and 
low 1'i1<k. 

IR t11(' Postal Sel'vic(l uware of the magnitude. of the. pl'obl('m pr(l­
~t'nt(\cl by arson for profit ~ 

}\fl'. BE)l"SON. I think we are beginning to be aware of it. ,Yeo huye 
rE'l'tninly been working in this al'ea Ior sometim(>, but wc work yel'~'-
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closely with the insurance industry. They will cooperate wit.h us l,y 
providing data 011 false claims or claims that they suspect to be othl.lr 
than legitimate. 

The number of these claims sometimes is not quite as large as we 
would expect from some of the other areas that ,ve heal' about. The 
insurance companies, of course, cannot always substantiate that thfr 
claim is false. 

Senator PERCY. As you arc beginning to get a comprehension of the 
seriousness of the problem, can you tell us what steps so far have been 
tuken in respect to this law enforcement problem ~ 

Mr. BENSON. ",Ye are making some lntel'llal changes. We have added 
SOUle statistical gathering methods to improve our knowledge of how 
extensive the arson frauds do impact on us. 

In addition to that, we lmve been cooperating, of course, with the­
organized crime strike force since the beginning. ,Ve have increased 
ou1' cooperation with the other agencies in tIllS area as they have in­
creased it with us. 

,VI.'. have select.ed, in cooperation with the Insnrance Crime Preven­
tion Institute at Hartford, Conn., what I prefer to use as a sample 01' a 
test site to see if we can make an impact in a particular eity by reducing 
the tH'soll-related fraud which is suspected in that particnlar city. 

Senator PERCY. Could you tell us how many arson investigations 
were completed last year and. how many convictions, for instnnce~ 
wert' ohtamed ~ 

Mr. BENSON. I could it,ll you that we conducted approximately 107 
inYl'stigations. Last year, we clid not separately compile the arson 
statistics, but ,,'e s111'veyed 0111' didsions aml about 30 of those inveRt]­
gations related to arson. As a result of those 30, we did effect a:3 
arrests. 

SC'llatOI' PERCY. The Postal Service told the GAO that they planned 
to give more investigative attention during the year 1978 to arson­
related insurance. frauds. 

Can you supplement your report by indicating how many investiga­
tions actually lULve been undertaken and how many are completed thus 
far this year ~ 

Mr. BBNSON. As br as arson ~ 
Senator PERCY. Yes; and arson-related insurancf\ fraud. 
]\fr. BENSON. It is very difficult to pull out those. figures until the enel 

of the year. I am not s111'e. if I understand that question, Senator. 
Senator PERCY. Yon sat down with GAO when they were making' 

their study and hldicatecl that you planned to give more investigativfr 
attention (luring 11')78 to this problem. . 

If you could either give us now or just supplement for the. record 
how 111Ul~y investigations have been unclertaken, how many completedt 

so far tIns year. • 
Mr. BENSON. I would have to get those. figures and supplement it. 
Senator PERCY. ,Yo will l(lUve the record open for a rcasol1able 

period of time. for yon to g<,t illUt information for us tlH'l1. 
[The informatioll furnishC'd by Mr. Benson follows:] 

From January to June 1978, there were 17 open arson-related mail fl'auu: 
investigatIons, which resulted in16 arrests. 

Senator PlmCY. I wonder if you could tenns what difficulties yon 
have found in coordinating your arson-related investigations with the· 
FBr, ATF, and other Federal and local law enforcement agencie.s~ 
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Mr. BENSON. I clon't think we have rounel my Vlll'ticular difficultics. 
'The human rcsources necessary to set a higher prIOrity :for this partic­
ular investigative effort is probably the major item. 

Sella tor PEROY. Finally, the same question r askecl previously, c10 
:you fecI that arson should be made a Fed(~ral crime or do you know of 
any clumgcs in legislation that would require the strc.ngthening of 
your hand ~ 

Mr. BENSO:r-:. No. I know or none that would impact on the Postal 
Service and], would not snggest a Federal crime. 

Senator PEROY. Mr. "Williams, a member of your staff--
11ft'. MAWNE. Before yon leaye Inspector 13c.nson, Senator Glenn left 

hehitHI with us a serieR of qnestions which we wonld lilm to submit to 
Chi('i B(,llson and aRk him to prepare responses for the record. 

Mr. BENSON. I would be happy to do so. 
[The questions submitted hy Senator GleJlu to O. Neil Benson, Chief 

Postal Inspector, together ,\:ith the answers, follow:] 
(Juestion. On page 4 of your stutement, you say that new prec('!lurell were 

be~un in .Jalluury to keep I'ellurute s('utistics on urson-relatcd fruml. 
Dici this ocCUr hN'lHlse of u 1l0ticC'uble inel'l~ase in snell (,Ilses? CUll you give 

11S all~' illformation that would help quuntify the degree to which this llrohlem has 
grown? 

Do you luwe allY information developed that won1<l fll10W the degree to which 
fl'uutlulent inSllral1Ce clllims through themailscorl.esIlon!l with arson ('asps? 
What llC'rcelltage of url'lOll c'Mes UllPC'Ul' to 'he Heel to fl'lludulC'lIt insurance claims? 

Qurstion. Aisli 011 pag(' 4, yon refer to cooperativp e[forts to identify localities 
"'ith u suspectc(! high inci(1ellce of urson und urson-relnted fraud C'uses. 

lIan> thpsc efforts had much ImCCPI'lR in illcntifJ'il1g such loculities? 
Is t]'el'e a l'pgu]ar progrum :I'M screpnillg illSUl'unce claims when 11rC's of 

l'u~ph'illUS 01'ig111 oC(,U1"/ 
Could youdpscrihe for us allr common chal'urteristics shured by loculi tiC's with 

SIlI'lIlP('tNl high al'SOlla nd arson-fraud illeic1ellce? 
<)l!c8tioll. Do you think the 30 ('as('s of ul'l:Ion-related framls ~'on fcmml in FY 

77 ('omps anywhpre close to fi('col1nting for thC' truC' nnmh(lr of such sc1lelll(lfl? 
Qu(wtion, Yon state that, dmillg ]'il'cal Y(lal' mi7, 30 of your iI1S\l1'UnCl' cluim 

i!1v{'stj~atiolls-nbout 15 llereent of th~. totnl-ilwoly€'d urson. 
no('~ ,tllat rC'pl'e~ent r. l'i~J1ificallt, In('\'E'nse? 
Of the 33 al'l't'sts referred to, wel'e these arrests mn!le by postal iURpectOl's on 

f1'IH1I1 char~es? 
no you kllo\Y how 1l11ll1Y of tlie def(llHlullts were ('bnrgect with thC' arson 1t·1;(>I£? 
IIa YO rour (l[forts to actiY(lly solicit referrals In'ought uhout any illc~'(lase in 

ursoll-l'E'lat(l(l inY(lsttgntiom:? 
Qltr,~fi()n. Is ·t1lE'1'e n pattern that would indicate orgullizE'll nrfloll-for-pl'Ofit 

OPN'UtiOllfl, and. if so, urI' Federal nuthoritips (OrgnnlzedCrlme Strilm Fol'c(>s, 
N('.) idying I'uffici('ut attention to this urea? 

Qltr,~tion. Are tllC' mall fruud statut(ls nn eITecth'e tool for getting at the 
llrfloll-for-llrofit prol1ll'1ll? 

Do you 1m ve nny speC'ific 1'E'('onHnellClatiolls to mnke tlmt coulll 1C'ad to 1111-
Tll'OYem(luts ill t11(1 C'ufol'cell1C'nt efforts against arson or the l'elntC'd businE'flS 
oj' frnmlulent insurance clnim1i? 

HOll. Jon:.r GLENN, 
FJ:t. l:tr'1lClta, 
Tltl,~7Iil1!1ton, n.rr. 

CnIEF POSTAL INSPECTon, 
Wao:hington, D.O., Saptemb('1' ~{j, 1978 • 

DEAn SENATOR Gr,ENN: Following my ~E'ptemllE'l' H tE'stimony l'C'lating to 
nl';;on for profit before the PC'l'll1anellt Suhcommittee on In'l'estigntionl'!. a !'lull­
('olllmittee staff lUC'tllhel' informnlly rE'fC'l'l'Nl to me ('hC' written quelltlonfl which 
yon ~~tntNl at the IH'nrillg you wantC'{111l!' to answer. The )111l'11ORE' of i'hiR ll'ttl'l' 
i.~ to l'(>~poncl to your qUC'!1tiollF! find, 'PE'rhapl1. to flunple!llC'nt some of my t(>stl­
mony 'inl'egarcl to ur~on·fol'-profit illsul.alle.email fl'nmI s('hC'llles. 

Our I1pl'lsion in late Januflry 19i5 to It(>C'l) separatl' statisti(ls on nl'~on frnud 
did not relate to am' nntlcE'a111C' illc1'l'nl'l' in !'lll' aUel:(('Id cl'imell of this sort ll1'ing 
lJ1'on~ht to our 'nttt'lltioll. Ruth('l', the interest in this sort of crime eA-Pl'essed 
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t.~' ('Ol1g1'(,~s, the Ill'l'~~, unll ulla'l' im'('!,tigu!il'p ngPllC'h's lC'<1 us to aPI'itl,' to 
1'<llltm'l' th('~(l ::;tnti~tlcs in or!ll'!' to (1C'1(,l'ltIilll' thp l'xtC'lIt of' til(> 11l'ohll'lIl I\,~ it 
CIIIlI',)l'IWll thl' Postal Hl'1'yit'(', Our I-ttltiHth'H urt' 1lC'(,lI111nlutl'!l 011 It (jllnr/l'ri~' 
,,('lwlluil', HO In' Imow tIll' flglll'PH fl'011l ,r!llltmr~' throug'h ,TUlIP, 1!)iR. 'l'hpSl' fig-III'l's 
l'l'plll to ~h()\\' lIl'rllnllH It slig'ht Ulm'lll'(1 t!'lm!l ill 0111' ('I\Hl' loud ill UrSl'1l fl'atlll 
IIlUttl'l'A, DUrlllg' this 1I1't'lotl, WI' !rull 1i S\1('h (,liSPS 111HIt'!' ill\'u'ligatioll, 111111 illl',\' 
l'l'"nltl'll ill ](\ 111'1'l',;ts, 

It would 111>111'111', hllSl'll on tlll'>'(, ('llrl~' stu ti,;ti('s, thnt nl'~OIl iIlHnl'lllll'l' ,'a~ .. ~ 
l'Olll1>l'is(' I('~s thull t!'ll 1)1'1'('('111' of 1\\(' o\'('mll hl>ll\l'HIlC'(\ fraull ['HSI'H Im'I'",rbat"11 
h~' tIll' 11l"'llP('[ioll ::-:P1' I' 1<'1', "'p tlo not hllYI' nlW >'llIti~tii':4 Oil arSOll IIlIll!'t f"1'1ll 
at'HlI1-l'l'llltl'tl Illsurllll('e ~t'lIl'llIl's, whit'h lll'ol'idl' a IU'Xlll'l for ol\l' IU\'IIIYl't.ll'llt 
tlll'ong'1I thl' USl' of thl' Illnl1~ ill 1'11l'tIH'l'IlIH'P or I Ill' ;;('lIl'lIll';;, 

Onr l'ft'orls with til!' TllS11l'nu('1' ('rilll!' 1'1'l'Yl'lItlOJl In~lttnlp (H'PI) to itl,'"tij'~' 
Illl'alitil's witll SI1~llf'l't('(l hig'h i1Wllll'lll'(' of Hl'S'lll i~ n Ill'\\' l'rop;rlllll, ;;0 till','!' aI''' 
1111 slgllill('Ull\' tlprl'lllllllwllts to 1'I'I'01't Itt this stlll!I', 'I'll" Hl'('pl'l1ing (If 11l""),:'Il~'" 
l'!!\lm~ WitI'll lil'i'~ oj' 1'11"!li('i()11~ OI'igin (lI'/'IlI' Is 1I('('olllllli;:!IP(l br illNnrnlll'I' "lllI-
1>:11111':4 nnll ol'g'll11izntiolls I'lwl1 Ui4 H'PI, 'I'llI' IllSl'p(,tiOJ) :-~I'I','I{'(' h.l>: 1111 vnl'ti l 'III:!!' 
iIlYIlIYI'III('llt in tllp 1'olltiu{' hlllllllhlg' of illSlll'Htll'1' I'lnims uulil sUl'h tiuH' a,.; 1111 
1I1l1'!!!Itiou of mull frllud is 1'Pllo1't('(l to us, 

'l'lIl'l'P 14('('111[4 to hI' n wid(' !liJ11'I'PIl('(l of Ol)illil'll [IS to thl' !':d!'llt of n I"o't 111111 
ur,~"II-r{'ll1t('tl fl'unlls, 'l'o stutl' ",11<'111('1' !II!' 11l1l11hpl' of il\\'('sl\t:ntiolls ('olHln1'lpI1 
h~' POf;tnl IllRI)(>('tOI'H ('Olll(,~ ull~''''hl'll' 1l1'1ll' thl' trill' 11111111)(>1' 01' slll'll ,,,'!lI'!llpS 
Wllul(l \l(l ('(lIljP('tl1l'£' OIl m~' Jlltrt, IIo\\'l'\'£'1', r um ill!'Jilll'tl I'll ltt'lil'YP tllnt tlil'!'(' 
lllUr h(l mun)' ~1H'h ('liSPS Uill'('llOl'tptl to 11". ill !![li! pol' 0111' I'ft'lll'ts to (,1l1'olH';!::" 
Sllt'll l'l'IHll'tiUI!, oj' f'U~lI('('t('ll t1l'f;oll-l'(llntl'll mail 1'l'l\uI\' oe ('om'sf', thp!,p nmy ai,,,) 
1)(' It llllllllll'l' or iIlS\ll'lllU'P-l'pllltp<1 fil'PS fol' \\'111<,11 n ltkpliholHl of Hl'WlIl 11\\'011'1'­
Jll(lut iH not cll'tt'('(pd hr llol:('l' lIutho)'itiPI'l or ill":I1I'I1IlI'(' ('OJ1lllIlUi(>>l, 

I \\'0111<1 11k!' to h(l ahll' to Itllf'WI'l' yOl1l' ()lH's!loll of whl'lhpl' tlll' illy('~tig:lltioll~ 
of Ul'f1oll-l'('lat(l1l inSm'Ulll'l' frnlltl~ ('oll(hH't('cl tlm'iuC( FlsC'ul '{PilI' l!1ii l'PPl'l'~!'llt,~ 
!til Ill£'l'!'US(l oyer 1I1'PyI011;; ~'l'nl'S, Howl'YP)" Rilll'!' Illl' I'stimal"l'tl Ilg'lll'P for flint 
~'(ll\l' iR tlw fil'~t 011(1 WP hllYl', I hnl'(luo way to tll'11'1'1ll11l1' tll(> <ll'g')'(\(' of illprp:ts!', 
if. uny, 

'Plw as nl'l'('stl-' m'H1t' h~' Po"tl11 TIlSll(,('tOI'I4 tlUl'itlg' tllP IJ{ll'io,l pl'iol' hl lnis "'ouM 
11(1\'(l h!'!'11 tl)(' l'(ll'llllt of mail fl'llu<I jm'(lstig:lltioll" or II lllan fl'lluc11'plall'<l [I'llI'm) 
!'ltnl'A'P, 1-'11<,11 u~, wh'l' f1'uml, iutl'l'stnt(l tl':111RpOl'tntloll of f.ltolc>u jll'O\,I'I't,\', I'h', II' i~ 
Plltil'(lly vosRihl;- tltnt, in som(l illRtUU('{'R, thos(>IlPI'SlIUS c'hm'/H'd with llIuil ft'l.u,1 
ill n tT,~, diRtri!'!: !'om"f ,\'('1'(\ III so ('llItl'A'('(l for Ilrson iu Il Rtl1l'l' ponl'l', 

Fnllouht('(llr, O\,giW!I;t'1l ('l'illll' will, 01' nll'<'I[(1,1" haf', 1ll0l'Pel into t1ll' IlH'1'I\t!\'(\ 
nl'PIt oi' al'soll-for-JIl'lIfit. HOIl\(> of OUl' <'URI'S ha\,(l i:!(lIl'lltl'cl that Jlos"ibilit~·, !T1l'Y-
1'\'(11', W(l lin\'(' not (lIS('(lt'llptl 11 llUttN'1l of wltll'~ll1'{'Ilt1 ol'ganizl'tl ('l'im(l aC'1'JY itl .. ~ 
in nrSOll franel, .\s nH'llti()Jwcl in m~' t('f1tinH)Jl~', Postal TlIl'lJ('!'1 IIr~ 1ll'(1 nf:~i.!\'I\I'll til 
thl' ynriomt ,~tl'ikl' f01'('('R, r om ('onficl(lnt thut tIlN~(' nnit~ ur(l fnlly 0\\'fi1'1' nf the 
1l1'ROIl-fol'-1l1'oflt Jlot(lllliul nntl 111'l' (,llllnh1£' of Ill'OYi(lilJA' ~nml'il'llt uf't(lution to it, 
11' hns also \ll'PIl my (,XPl'riPIl('(l that til£' .Tn~I'i('(' 1)(')lII1'tll1('lIt I1nll thl' 1'rl !<l'''I'ti\'P 
t~,~, Attol'lll'rS' Offif'N; U1'(' ('ol!,ulznllt of Hl(l iIl1Jlol'tl1ll('(, of nl'flou-fo1'-ll1'ofit itt~,:l'­
ItU('(' fl'n1\(1 (,Ilf'l'f:, rrll(,lll' OI'A'llIllzatil)n~ n1Ro 01'l' nhl(l to <10 n gonc1 joh, 

Till' 1\fllillt'l'uml Htutntl', 11'1 r JU(llltioll!'tl h, m~' I'N,timom'. iR " pow(,l'flll tnol lu 
('olllbatinA' many yurif'tll's of fI'1I1J(lllJ(lIlt: i,"tivlty iu\,o}v!n!\' mt(' of tIl(> lllli 11 '" 
i1wlnclillg' 1l1'Sllll-fo1'-lll'n!lt, T tlll'I'(,[01'I' do not hl'lil'\'(' tlml' mnldnlr, arllon It fpdf'l'nJ 
('1'lm(' Is IIp(,pf;~nl'~' Ill' tlllR tlllH' to a(\l\l wit'h tll(l kll1(1-: or 'Ct'Il1HI:1 whi('ll 1'1I(l Po~tlll 
Kl'l'\'iC'(l has j1ll'iReli('tiou to im'(lRtigllt(l, 

~11l('(ll'('IS', 
(t, Xlm, TIJ<::'i'ROX, 

("Trir! .ro,~tCll In,qprrlm" 

Al'nato}' PmH'Y. A llwmlwl' of Yom' ~tafl' a<h+·'rcl th!' ~111)(,()1ll1llitt(l(' 
t haf th!'l'!' is no on!' p!'l'~on in IRS h!'fHlcpml'l('l's monitoring Hl':,nJl 
in,,('~tirrntion. Is this ~til1 1'h(' (,u~(,? ' 

:'Ifr. 'VU,T,T.D[S. This iR tl'll!', A('natol', "iVr ('annor nt this lloinr in tim(' 
uHs('mhl('. fillY clntn on Ol(' numb('l' of ('ast'R that mnv havC' 11('('11 in\'('~~ti­
gutNl O\'('l' i-hC' y<'lU'R ht'(,UUH() of th(' nu:;t proyi~ionR of: th('. Int'(,l'nn 1 
n('l""lll1C' ('n(lC'. 

"iV(\. haY(' not R('t un Rl)(l('ifir provisions to h'Il(,];: s1)('C'ifi(' ROlll'e'('s or 
rasC's suell !lR Ul'son. "iY'(' do hoyt' on i<lt':l of tIl(' l1l1IllhC'l' of rnRC'R ,melt'\' 
im'('stigntion nt th(' pl'(,R('nt time but wt' hn \'() not estahlishecl sp('PiH. 

• 



387 

('n]]y lln 1t1'IlOll prog'!'nm. It Rp(lrial program in t(l1'll1H of arson, hut. ruther 
W(\ '('on:;i(lrl' this along with OlE' ot1w1' 1('11<1:; nncl Ow ot11C'1' data thnt 
W(I Imv(I lor illYl'stigating allC'g('(ll'iolntiol1s 0 r the IntC'rnal Ihw(,llUl' 
ltlWfl in t11(' g('ll('1'IlI romplillll('(> 1l1'Nl. 

fknntol' Plmc'Y. Ar(' ;von ('ollvin('Nt aR a l'l'suH of thNK' lU'ul'ingll. that 
!P'HOll i'm' profit (IOeH l'(,P),(lS('nt a potC'ntinllv In('rntiy(' 80lU'('O of f:ll'!"~ 

,. that IHR sholll(l h(l intN'(,RiNl in ~ • 
:Ml', 'YIT,LI.\:\rs, 'Y('fl, R(,lIatol', ~\s I in<liC'ut('tl in my sl'at(llll(lnt. W(> 

sha1'O yonI' ('on{'('l'l), ,Y(I do huw a.ll1Unbl'l' of pl'oj(>('h~ now in In'()t'(':'~ 
throllghont. til<' ('ollntry d(,ltling in thii-1 tn'Nt nnd ,w do plnn to pltW(' a 
lot· of a(1<1itiollnl dfo1't in liaison with ot1wl' ag(,lH'iNl, 1Ioth at tho Fpt1· 
('ml and RtnUll('n'l. 

Any 1c'nr1H 01' inj'o),JJlulloll thnt Wi' ]'('('1'1\'1' OIl tlH'S(l c'oni'!wi"f,; ",i11 h' 
('ollRidrl'(I(l an<1 wo\,(>n into <';11' rOIllplinlw(' Pl'og'l'IllllH, 'Y(I n1'(, ('OlH'Pl'lH"l 
that. any int'oll)(' dt'l'iwtl in this nl'('!l ~ho\lhl ht' l'('}>ol't('tl fot' tux p\1\'­
P()~('s jlist US!UlY nthl'l' itwnlHP that is not n'pol't('(1. 

HpllntOl' PEU;'Y, J)pp:, thp II~~ hn\,(' allY o\'prnl1 po1if'Y of how to 
in\'psti(fntp IJ():-;~ihl(' 1l1':::;ol1-fol'-]ll'ofit tllX yjolntiolls? 

)fl', 'YU.fl.DI:';, Yl':': Olll' lllnlmnl:-< thnl nl'(l (listl'ihntpl1 to OHl' ill­
Yl':-:thmtin· O{ftI'Pl'''; h'\\'(, IH'()I'('11U1'PS for (ll'tl'l'lllining tht' iu('c)]))(' t h:l1 
,,'o1l1d. 1)(, <1l'l'iw(l 11, tnxpt\\'('l'~, ",110":(' Pl'OlWl'tv llInv hp dt'stl'oY(><1 m 
tr1'1l1>'; of im:ll1':ult'(' (';n'prnal': :m(1 ~o forth. nnd of ('()111'~(, in a(l(liti(ln. OIl!' 

(l11'01'( in ill<' ('n:-:C' of al':,olJi~(s tht'lll,-:ph"ps \\"olllI11w (lil'(>('t(l(l to"'ltrd thl' 
iIwollH' that tlwy ",onW han' I'I'('('!,,(,(l as a },l'sl11t of thpj}' dl'orts in 
1 hifl arra. ' 

~~I'l\llt(\\' PFIlC'Y, Onr :--Infl' \\'a~ al:-:o tolll {bt' IHS tlol':' not ntt(,lHpt to 
(lp\"(lloj> ii:-i own Jt'nd:-i on ll()~sil,h' UL';';Oll-fo!'-proCU tnx ('a:,('~. ,Yhy i:4 
tll!1U 

:\[1', \''"IT.r.I.\;\Is. I dOIl'( h01ky(' I lltltIt'l'stnlld tllp lirs! part of yo III , 
CJll('~ti()n, ~PlUtt()l'. ' 

. ~('nntOl' Pmwy. Thl' :-:bdY was tolel that In~ hns not nit(lnmtp(l to 
(1('\"('10p its own <latn ou n():-~ihh' 1\l'~on"f()l'"lll'Ont t(lX ('I\~('S. hut al·t 
Y01lJ' 11':Hls i'l'olll sOl\lPOIlC' ('1:-;(" Ii' this un tll'<'!l ",1I('1'P yon shonlcl initiate' 
lwtioJ) ~ . 

:'III', \Yn.T.r"\:\[~, I dOll'!' bl,1i(lY(' this i:::; 1'1ltil'(,]Y ('O),l'(l('i'. Of tll(' <'lll'~ 
1'(1)1' p1'oit'l'tR alHll'ns(>..; that WP haw nndpr im,(,HtitTation. somr of tho .. (' 
lUll ol'ilrinnh' from information 11t'wlo])(>{l hy tll(\ IRR. In mo:,t or 
t]H'I1l. thollO'h. T h(lli(l\"p tIl(' inf(H'lnation did ('0\\1(' lron1. oth(>r ap.'(llv·:('i'. 
ll!ld T think this is 1\ 1101'11)1\1 Pl'O('l'H>1 in this tYIl(' of arti\'itv. Ai' :.\[!'. 
Dad", has inlli('ai<'<1. Oll), l'{ll(' is a rnt11('1' i,llclit'N't 011(1 in't(,l'm"l of 
a l':-'on , 

Rt'lu"tOl' PJ,ll('Y, Yon wonhln't 1(,1,1 it ('ost (lffpl'tiYC' ro1' YOU to initint(l 
YOlll' own n('tion 11('1'C' ~ '-
. Jr1', 'Ylu;r.\:lrq, ~('nntol'. WI:' initintt.' Yln,jous lH'Ol('rts thl'Ollghout tll(' 

" )'C'lll' ",h(ll1 Wl' find m'(laR of 1l0lH'omn1i::m('(l with tIl(' tnx laws, ThiR 
"'0111<1 ('(lJ'tainly hC' inrlndNl nR 0.11(1 of thOR(I, 

If WI.' 11ntl informntion pitll<'l' that. We' 1\'(11'(' to (1(1\,p10p oUl·~(lh·('.-: ()1' 

that W(\ wOltl(11 o ('Pi\'{> from othl'l' agNlri(>s and it. was w(>ialu,'c1 and 
(1('tpt'min(l<1 to llll'('t OUl' rl'itpl'ln, for investigation, wp wou1cl {'(ll'taillly 
iJw(lstigntp thOf;(> ('nSC'R iw~t fiB wp nl'(l doing' so now nt. tlw Pl'(>sC'ut time>, 

R('llntOl' PEnry, Could I h0 sperifir HOW' ahout whut. followup von 
miO"ht ohtni,n ~ Th(> RnhroJlllnltt('(,' did ]l(>nr 2 wC'(lks ago tt.'stimony (:on· 
"('1-ning th(> S\l('('(>ssful nl'son-fol'-pl'OHt. r()nspit'nr~\ pros(>{'ut1on, 01' in-
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tont) hwolving 22 c1C'fC'udnnts, thousnnds or clollars W('l'e fraudulently 
gained by n~any or t}te ronspiruJol'sirOlll the insul'u,n~c comp1mies. 

lIns IItS detCl'lUmccl whc-:thor nny or these conVlCted persons owe 
tnxl'S on the mOllOY thl'Y wore paid ~ . 

Mr. 'VtI,T,I.\1\[S. 'As yon know, 111111t'1' provisions of sectioll ()103 of the 
CO<ll\ it is "cry diflicult ror UH to discuss our activity on nny specific 
eUSl'. I woulcl nsk :Mr, Stl'in perhaps to ('omnll'nt further. 

Mr, S'l'I~IN. I think the point is wt'11 taken, but let m{> {HId this: Tho 
Sel'vice hns n general polwy throughout the country of seeking londs, 
not only thnt COlll(} to llS ft'om othC'l' ngl'ucil's, hut from 1l(,W8pnpcrs, 
Trom ail s()ur(~t's. I ,,'ouItl assume that our people ill Florida 111'e. also 
l'l'nding nt'wspaperi:l, 

Sl'lUltOl' l'mtOY. Staff lulrisNI me that the task force, stdke forM has 
1\(,\'('1' lwal'(l rrom IH~ on thosl' (~onYkti()ns. 

Mr, S'l'Jo:tN, Lt'!: Ill(> ItllSWl'l' it in this llllt1l1lPl'. 'VhC'lt all invl'stigation 
is start('(l lor 11lt<.'l'llaI H('Vt'Ull(j pnrpo~('~, we nrt' unable to disclose the 
rat't, of that. tax inve~tiglttion eXcl'pt. whert'. it is ltt'Cl'SSll1'Y for us to 
gatliN' iuformntioll, 
~. What tll(' lll'l'ciHe situation might h(j clown in1'alllpa, I cnn't. answer. 

Mr, 'Yu,I,IA1£S, I might add that on eVl'ry one of the strike forces 
tht'. IlltC'l'llltl Hl'Yl'llne ~l'lTi('e has 11, 1'l'p1't'I:l('1lhtttVC'. I ('an't spl'ak spe­
cifically on particular cases, but we do have one or more people work­
in (l' with ('YN'V strike lorN', 

M • •• iI 

1\\'0\11<11)(' lutppy to look mto tIns partIcular cas<.'. 
[Additional mlOl'lllation snpplied by 1\11'. ,\Yillinms follows:] 

)Tr, .TONATHAN CO'f'rIN, 

DEl'U'rY CO"UrISSlONEIl OF INTlmNAL RI~"lmll]~, 
lVashillutOIl, D,O., OotolicI' 80, 19'18. 

Investfu(ttm', Pel'l1wnent S1tlioommittca on Inve8tiuatiot~8, Scnate Committoe on 
GOl'rmmcnt Affail'8, RIt8,~cll Scnate OjJ/ce BuiZdillfl, lVa81Linoton, D.O, 

nEAR MIt, COT'l'IN: This letter is in response to your request for adUit10nal 
ini'Ill'matiollon thc Scrvice's recent efforts in tllc arson-for-profit area, 

With reganl to the situation in '£ampn, ]'iorllln, describetl ttt the hearings, sec· 
tioll 0103 of tl1c Int(ll'unl Revenue Code, "Confitlcntinlity and Disclosurc of Re­
tU1'llS nllll Return Informntion," prohibits the Service from disctlssing the spe· 
elflcs of allY pnrticular tnxpayer's casc, IIowever, I cnn tell you that, in I,eeping 
with our normnll)l'OCNh1l'cs, copies 1)£ rel('vnnt testimony from the IH'nrillgS have 
'1)(\('11 fm'llifll1('d to our Criminal Im'cstigation Diyision for forwarding to its 
countCl'Ilnl't in Our nppropriate servicc centers. There, the dutu will be evaluated 
undci' our system for proccssing information items. If nppropriate, criminal lnV'es­
tigatlons Or c1v11 examinations will be initiated, At111itionally, our Southeast Re· 
glonal (1ommtssioncr in Atlanta, whose jurIsdiction includes l!~lolidn, has been 
furllishNl n copy of relevant testimony for )Jis review, 

'j'n hlSt1l'O that nppropriate follow-up takes plnc(' in nny future arson cas('s, our 
0riminnl Im'('stigntion nn<l our Examination I)lyIHtOllS nrc rool'dinating the ile­
y('lopment of im;trnctiolls to our uS district offices in establishing liaison with 
appropriate state insurance commIssioners. This is for the pmpose of sollclUng 
inforlllAtion on insl1runcc clnims sURpected of being nl'Son rcIAt('(l, as well fiS 011 
thORO lmvill~ eHhcr ('riminnl 01' civil tax 1101(>utinl. Moreover, (>xif;ting gulcleUnl's 
h('tW('Nl the IRS aUll th(' JURtire D('llnL'tment Ilro\'ide for IRS participation in fill 
Atl'i1w l!'orces, anll fOl' coopcrntion in criminal tax Illvcstlgatloll.'l, which would 
include criminal activitics related to ax'son wbieh have an im[lUct on tux: 
ndminiRtratloll, 

I cnn nsr:.ul'C you that the IRS views arson-for-proflt as a sedons prl)hl(>lll, and 
will talte nIl the ncc(>ss!ll'Y steps to see that it rccciy(>s appropriate attention in Our 
lmlnu('('tl tnx ndmluil;trntlon system. 

With kind l'('A'nrds. 
Sincerely, 

WILLTA~[ E. WILLIAMS. 

.~ 
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R011utor PI';IWY, I think it might bt\ justiti0d, On0 of OU1' witlws,-=l's 
;YN·:tN'day t(lstHi('d that arsou in 'l'(lXtlS is vastly IHltlt'l'l'L'pol'ted b(~I!ltUHn 
of: iUlldequatp l't'SOUl'('(lS at th(l lot'ltllt'vr 1. 

DoC's this knc1 :ron to bl'lil'vr thot· if all oOlC'l' ]IH'I' l'llfOJ'l'(llllPnt. 
ap:l'ucit's steppecl Hi) th(>il' acth'ith1s to identify 1t1'!'OIl fraud IHS eOllhl 
collt'et. substantial tHlditi()nt\ll'('Y('nn(\~ 

Mr. ,VII.T.I.\l\IS. I would think so, I would thiuk this would follow 
basecl OIl the volume of cl'iulP thnt RN'1l1H to bp cOTllmittNl ill this arril, 
and th(>, !Ilet. that the poteutial iol' tax ('VaSiOll is very high, 

I would think it would iUC1'Nlf;e siQ'niti('uutly, .' 
Senator Pmw\, ,Yonlcl you I<'cl tlmt a1's011 should rcceiYe a higher 

pl'iority now than it haH in the past? 
Mr, 'Ynr,TAlIIs. I think it that w('1'e to oeetU'. if we WC1'(> to start to 

1'(>('ri\'(I, 01' dl've]op otll'Relves, consiclernbl(> information in thi::; 1l1'Nl 

that inclicat(>d tux fraud, I think we would increase our effort in this 
art'll,. ,1 

Se.nntor I)mwy, ,Vould yon curc to comml'nt 011 why you believe this 
has luullt 10\\,('1' priority iil tIt(' past than vou are assigninp: to it now'? 

Mr. 'YU,T,IAMS. It is difficult, Senator, to'pyalnatc jnst what pl'.ioritit's 
WN'e in the. S(ll'Vicc bl'cause the Internal Revenllc Code is so vast; HO 
many cmws arc inv('stip:atcd in a p:iven yellr. lYe lu"Ye never codifit'd 
the spccific source of tho investip:o.tion to this dep:ree. 

I think OVN' th(\ years w(~ prohably hn,Ye inv(\Htip:ntNl a llumber of 
CIlSt'S in this arN!.. HOWCYC1\ I do think that this (,1'imo appal't'ntlv is on 
the incl'ease. I think the work of this c'olmnittee. has i(ll.'ntifiNl Hiis and 
placed it in highl'l' priority and I think ns tIll' volume of cost's nre 
brought to our attention, o'ur efforts will naturally tend to inCr(lllse. 

But I don't. think Wt~ 1un-o identified this in the tax administration 
field us It major pl'oQ'rnm. 

Senator PlmOY. Thank von verv mueh. 
Yesterclay the hea(UilU~S acl'os~ tI1C country proclaimed tIlt' passap:o 

of the Civi'l Seryicc Reform Act r~pOl'ted ont o£ this commlttre llnd 
Senator Ribicoff and I steel cd it through the Senate. I do think it is 
goin~to bo a vcry, vcry p:oi.ltl thing. 

I3ut I constantly triNl to indicat(' that it is not an indication because 
we arc reforminp: 'the chril sC'l'vicc the first time in 100 years that there 
are not effici('nt and effective Iml't'aus. • 

I constJutly use the l'xample when I am cllltllenged on the itlC'fli­
cielley o£ the' Fcdt'ral Govt'l'mnC'nt and so forth, itS I publicly have 
bC!t'n, and my identification. with this l'('.form pro~t'am in IllinOIS, con­
stn.ntly l'eminclillg' audiencl's that they can~t say th('l'o arl'n't nny <'ffi­
ch:>nt sC'l'vict's, .!'lSt take a look at th~Il1tN'nnl'nevP,nue S('l'vieC'. It is 
pl'obably the lllO::;t emcient-, best organized tax collection agenc.y in the 
woI'llt "We have } .. ~lpetl a lot of cOllntl'it's develop thl'il' tax systC'll1S, 
maIm tllt'lll more fnir und just find uniform in the ('oHretion. And it 
woulcl SltYe a lot of p:ric£ in a lot of countri('s if they could tax the 
p(>ople as effici('ntlv und os well us we do h(l1'e, 

I mip:ht say tllllt £1'0111 my o:Yll (>Xpcl'i(,llt'e in workinA' with th(>~ FUI 
nnd tIlt' Int('rnal nei'(~nue.serY1Ce thut they have dono an ext!'nortlmary 
job in th~ past. 

All ch:il sel'vuil.t!l arc looking nsknnee now ut the civil f:l'l'vi(,{,l'dol'nl, 
It is L'I~nlly n, wny of saying ,ve arc going to h(' able to determine which 
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Imrt'!lUs are C'flieiC'nt and which aren't; bet,YeC'u elllplo.vt'eH who arc 
riding on tilt' backs o:f the othpl'S and who art' ineompC'tC'ut and those 
who arC' really outstalllling. 

I think all f)f thosp who are truly compptent ured not be eOl1eel'l1ed. 
In :fact, the~' wonld Wt'leOll1l' thiH liecauHc it wonltl enable us to do an 
awful lot now. ,Ye han' now aSSUl'anct's that .it will he spnt to tht' 
Prt'sident without any quC'stiol1. .f 

I want to thank all o:f you vprv lllneh ilHlt't'l1. I hu yt, a vel'V brie'[ 
('losing statelllC'ut on tht'st; hearings. ' 

It iH fair to say that thiH 8hou1<1 signal tIl(' beginning of nn aggressin' 
('oItllllitment by' nIl the agt'neit'H which aPPt'lll'ed lll'l'l' tOllay to help 
stPlll nrson for profit. 

I am im)H'esst'tl with til(' t'xpl't'Hsed wlllingnt'ss of om' witnC's::'t's todny 
to llwet tll~ challenge tht'y han' thns fnr ignort'd for tllt' ])lost pnrt~ 
thnt of pllttmg the hil't'(1 toreh out of bnsinC'Hs. 

I mllSt. sav in this nrl'a, OJ' 1:') veal'S ago, I wouhln't ft,C'l it was that 
sPl'ions. Aml both SC'nator Gl('n]l and I haY(' come to this realization 
in l't'CC'l1t. years and WC' haY(' beC'l1 rather astoundC'd, though, that tht'rc 
hns not been. high p]laugh priority assigned to it. . 

It may require 111orC' than a. commitment on the part of thC'se agC'llcles 
alone to deal with this problem. Legislation lllay be nepc1ed. More 
money may be required from the Congress. Loral law C'llfor('emellt 
ag(lllcies may want. to r01llP forward with requests to these agencies 
01' to the Congl'(,ss ,,,itlt 1ll'W and illllOyatiY~ approaches. I think W~ 
art' trying to pron' that whatcYl'r is put in will be very, V('l'Y cost 
(' ll'pt'ti\re . 

• \.pd as th~ FBI Dhwtor pointetl ouL he imlicatN1 wry c]C'arly the 
t(']'rlhl~ cost. m human tragNly as well as property ('osb; he('aus(' of our 
11('g] ('ct, in this ftrt'!t. 

I bt'lieve, that: til(' agl'lwil's im'olYetl "'ill now 1m 111orl' rN'('ptive to 
l'l'ClllPsts for hC'lp from loeal law C'11'force1ll('nt ag('llciC's. I am en­
ronraged by LE..:L\" ..:\t1millistratol.' Gregg today assigning a hjgh 
pl'jrll'ity to arson ueth'itit's in aJloeating grallt fnnck . 

This sn1>t'olllmith'p llOW has an obligation to make Crl'taill that th(' 
FC'cll'ral GOYC'rllJllrut follows throngh. ,Yr. "'ill he monitoring tlw 
ndiYitic,s of t11(,8C' agPlwirs thl'ongh clwcks ju t11r Held ,,·ith tht' sanlC 
~Ol1l'(,(,S wr. (1('Yelo])rtl in tIl(' ('ourse of this inquir~ .. as ",('11 as with 
otllPrs, \1/e will perform wlwt('\'er followup investigation is necessary. 
T f llHll'O ll('arings al'P ilH1ieat('(l. thC'y will h(' COll\'t'll(,(1. ' 

,\y(' want, thrsC' ht'!U'ings to sC'l'Yr as a starting point for thC' ag'C'nciC's 
~!H t h(']'('d 11C']'1' toc1a~': j\.s a signd to them that tllt' COUg'l'l'SS will no 
lOll'!C'l' toleJ"lte inaetion and llisintC'rest. 

T think it wonl(1 hp hC'artC'ning to the countrv to l'('aliz(' that your 
tC':-'timony nniformly indiratNl that: you sharp oil!' rOllr('I'll, VOll ai,(' in 
n positiOll to rraUy do sOlnrthing about it. ,Ye ran llP.rk Ul> mid support 
tlll' l'Nlu('sts that. yon mnk(', as well as monitor ~'our action~. 

I <,un assnre yon ~'ou will hare many l11(,lllbC'l's on this su1lC'ommitt('c 
th~lt will hr Rtl'onglv bC'hinc1 vou. 

no('s majority eoi.lllsellul\'~ any lmtht'!' COllllllC'nt? 
~ rinorit,,? ' , 
Thank ~'Oll rery murh inc1('('(1. W°t' arp most apPl'erinti\'('. '1'11(' hear­

ing..; nrC' adjourned. 
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[~In.tel'ial submitted by the State of Tennessee, Dt'pal'tment of 111-
:';ll1'ltllCe, at the l'Nllll'Ht of S<'lIlttOl' Sm;s<'l' follows:J 

lInlJ, .JIM I'AHsrm, 

STATE O~, 'l'BN~H:SSI~I':, 
Tlm Dgl'AI1'l'lI(EN'l' <w IXSl'UAXeg, 

DIVISION OP lrIfn~ l'ma'EN1'/OX, 
SaNlwill(', 'j'e/IIl" NC/lI(,III/)('/' 1.1, 1978. 

r,N, Nt/latm',. 
1ii1';,.,~'11 ."fe/lal(' O/lice Builclill(/. Wasliingtoll, D.C. 

I lEAl! 1'I'::-IA'fOI! I'AHs~;n: 1'P1' ~'()Ul' l'PQllPllt, PI1<'lOi-:p!l plenRl' I1nd RtntistiC'nl infor­
lll:lI!,'1! bri('II,I' Ol1tlilling tilp nrSolllll'ohlem in 'I'Pfinessee, 

.\" ~'on ('llU :,eC', ollr 01l1<'P im'l'stigll.tps lw{n'oximtltely lROO .fires (>ll.('h YPUl', '1'he 
In I'.:":P luu.iorif~' or thPHf.' Jil'PS m'p loC'utE'!l ouri-:id(' mujol' uI'hnn !listriC'ts (II' whl'r­
{'I',,!, no 10('111 Ill'P illVPHtiglltol'1'I ('xist, Our Omt~e doei-:, of COUI'SE', ussist loC'ul ng~ll­
<"it''' \\,1IPIIP\'('1' l'('Cj\WHtP\l to (In so, 1!'01' PXftlllllle, ten ~tnte ftl'SOU invC'stigutol'S 
1I;;,,;"It'<1 :\IplIlphis oill('ialH !luring OJ(lI'(,'('ent fil'l'lllen's lltrikl', 

Although the 'l't'lllless('(' :-illite l!'ire i\lurshnl's Ofil('(' doell 111tYl1 the uuthol'ity 
to ill\'pstigat(' fit'ex nuywhel'(' In the ~tnt() it dot'fI dPl1t'lHl 011 lo('nl ngel1<'i(>f{ to con­
duet inn'stig-ations (unel inslleC'tions) whpte they exist, rllfortnllately, Rome 
('oulIti('s (as mlll1r Hi-: 30) are l!l('killg' flllch im'estigntire enpllbiliUes uud l'(>ly 
~oll'l~' (Ill Olll' olfiet'. 

TIll' Htule ].<'iI'0 :\fal'shnl's OfIl('p, .\l'~on Section C'Ollflistfl of twellty-four invPsti­
galclrs I ilwlmling t1\(> ('hlp!), 'l'ht'sl' lUl'll11aYe limite<1 fOl'lllnl training but fot' tbe 
mflst I'llrt Itr(> (>xlll'l'it'IH'P<l illrpstlg:ntOl'fl, I~nch IlUlIl is 11l'Ovidl'<1 with nil nutolllo­
Ioil!'. ('ommllui('ntiol1s PljUiJlIIwnt, fil'parlns, ('nilleru!', etc, '1'11e JIlPIl hnve immedintl' 
nl'.'!·:-'S to tjunlifiNl pol~'gl'!ll)h l'Xnmllll'l'$, t'xpertH ill the use oj' lls~'C'hologiC'ul strt'H:-l 
{'\'Ulna tor nn<l (,!('('tl'onie snifi'Pl's, 

.\/1 illvt'stigatOl'fl Ul'(, 111'0\'1<1('(1 unel tnl,t' Ulh'untag'p of ('Illlf'inuing PI1Ul'lttioll 
{ll'l'(ll'tllllitit'H, 'l'l'ainillg is llYnilnhle through t11(> fltutt' ('ha11t(,l' of tbe Iutel'1ln­
tillllni .\1-1>;o('iu tl(/n of Al'flOn Im'efltig-nhll'fl, 'l'pnnessE'e 1<'i1'P 'l'rltillillg- AC'adt'mr. 
alill tlIp stMp La'Y EUJ'Ol'l'l'lllPllt 'rl'lliniu/,\' .\('!l!lemr IlS w('1l liS svC'('inl workshops, 
~{\Illillal'. I.'t(', 

(Jill' uffie(' lzas utiJiz{'(In I'olllllut<'l' Oil 1111 expel'imentnl \lnfliH nnllllnH hpt'll SUC'­
('l'~"flll in al'l'PHting' nnd (·oll\'ietin.g' fh'e YOlnutp0r Ill'l'lll(,ll 1'('sponsilol(' for Ino!'!' 
thun 1S0 iuC'em1inI'Y fil'(,s ~(,t in 107G, LhuitNl 1'l.'sourC'PS llrey('ut n~ from contiIm­
ill:! til!' IIS(' of til(' C'olllllllt\'r on It !ll'()ndt'1.' f'('11.1e, 

'1'llP mnin hl'nl1tjl1ll1'(P!'s (If tlIP stntp IlI'C' lllar;;hal'll omC'!' is 1II!'ut('<1 in Nnsll\'ill(', 
Titl> hl'.l<llIIHlrt('rs 111'(' ~II\Illort(>(l hy ~ix r('!donnl offi('('s lo(!ntl'<1 in :\It'Ull1hifl. JI1(!l~­
Spll, ('ilntnJloog'Il, Knox\'ill(', ('ook('\'ilh.' unl1 ,Tohuson <'itr, 

'1'0 lll~' lwowl('(1g(' I'p~Il('C'tin\ to Illllllpower th{' '1'elllleS~E'e ~tntE' I"I\,(' i\rat'slml'>1 
om,,£, is the lurgest in the rnitl'tl ~ttth'f\, 'I'lll' Rtuff ('ouflists of l8,t ll('Ollle inclutUl11! 
.... 1 t'lllltllllP ('IN'trit'nl im'p(>i't"lI1'S working' on n ('ol1trnptul'al hnr-:iH, '1'1Ip offiC'(\ ulso 
JIlts lIlol'P "Il1'i('(l 1'p.~/!ou;;i1'iIitipH Ihnn llloSt or its ('()\111t(,l'lllll'tH 111 oI'11pr l':tnt(l:-l 
whidl H!'!'olluts in \lnl't f'<l!' it's lnrgp "tulr. OUl' resllou~ibl!itit'~ iu!'ludt' Iml' nl'e not' 
limitr,] to ('1t'('t1'iC'nl In"!lt'rtioll, Illohill' homp lllUIUlf:JC't\1rin~ inspp('tion und 
"llll"hnl'ing", 1h'p Ht) ft>tr insl1(,ptiol1 or nU C'<1lwntion unll hpnltll ('/Ire fa('mti('~. 
1l1:lIls l'e\'iPIY,lll1hlic R('1'vi('(' l'<1nC'lItiolllllld urson illyt'stil:'ntiou, 

f;iz!, (' thel't' is no stnt"wi<1p fll't' illt'i<1pnl' l'Plllll'tillg' R~'st('lll lll'(,f1l'lltIr C'ol1PC'tillg' 
lIMa in '1'plmeS1H?(l, Ilnrll RtntiRtil'nl inl'ol'mati011 is llllnYllilnhle, Figul't's from tIl(' 
Tl!SIIl'nIU'(' Hpl'\'ir(' Off]('p, tlw Rtat0 J)ppltl'rnwltt of Imml'ltllC'(, und Our own imI'­
\'I'~'" Id"0 n pretty fuir inl1i('ntioll of tIll' It1'ROU pl'ohlplll in 'l'pnnesf1(,('. 

It i~ important to l1Ot(' tllnt ('ffe('tlvt' .Ap1'il, 1l)7R, the Stntp lri1'C' :\Inl'sllnl':-l 
Offl<',' 1'E'(,pi\,p!l n grnn!' from tlw Xationul Fb'p Pl'PVPlltiOI1 and Control Admini,;­
Imtioll to d('\'plo{l a stntpwi(1(' tirp iuC'iIl('nt I'Ppol'tinl(' Rrst('m, ']'hls system is 
('Xj,p{,tp(l tn l,t.'ltin C'ollN'til1~ datn Jannnry 1. 1!)'i!) autl will nlsn hC' utilizell to dt"al 
witlt till' 1l1'ilCln })I'oblplll, 

A t1ne month study of nll fires oC'(,l1l'l'ing in l'('nllE'SR(,p C'on<1uC'tNI in Xo\'emhl'l' 
10 •• intliC'ntNl Ullout 40,000 totnl firt'- inC'id(>ntR. I t'Rtimnte hl'byt.'eJl ('ight aud 
l'pl' thollsunr1 of fhps(> fh'C'fl 01' 2ii'/'t- W(,]'P illC'(,lllliul'r, 

Jlir(,(,f pl'onPl'ty 10s;s(,R in 'l'ellUe!'lllep !lUI' to orsoll nrp eRtimn!'Nl to be OR high 
a" ~:;().O()O.OOO.OO nnntlnll~ .. Althou~h r ll('1il'Yt' the n('tual loflll{>R are Rlightly l(>s'<, 
the> fi~nl'e is stngg'erin,~, 

'Phis totnl clops not UC'C'OI11Jt fOl' inllir('d 10Sf:NH1lJE'JIlll}Orl11ellt, l'pduC'l'ion in 
tnx l'Pwtull's. InlRiness ftlilnrE'~, tlghtin~ tll(, uC'tnal firC'~. (ltC', whi('l! C'un l!nvp a 
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grave impact on a community. Nor cIoes it account for tIlE) loss of life or injury 
to firemen fighting these incencliary fires. 

Ul1r study also inrlicated that arson fires on the uyerage are fiye times more 
cOlltly than accidental fires. 

In Tennessee I believe insurance fraucI is the prime motivation for arson, a close 
secOlHI is the reyerme and/or vnn<1alism typc fire. Running third and a distant 
fOl1rth resIJectiY<.\ly are those arson fires set to coyer crimp!; 01' by llyromoniacs. 
1'here are no studies available to confirlll these finding's but this has been our 
eXlJ(\l'ienco for the past several years. 

Of the 1,800 fires our office investigates eoch year in Tennessee, a11proximately 
700 are (letermin!'ll to be incendiary, Of the 7GO, about 2GO arrests are madt'. III 
111uny CaH('S the arrested arsonil:lt is responsible for more than one firt, Xo tigur(l.:! 
are avnilable for the number of convictionl:l since our illYl'stigators turn the iu­
di viduall:l OV('1' to local law cnforce111pnt oflicials for prm:ll'cution, 

All things considered, I feel our ofIice is doing a good ,job of dealing with the 
arson problem in Tennessee, There remains, howeYer, a lllultitude of things that 
can be' done', 

I trl1st till' information contnined in this ll'tter aUll materials will give yon 
a better undt'rstanding of the arHon problem ill 1'l'nne8:;ee and how our office 
i.S attempting to (1('al with it. If yon llPed additional infol'mation or have more 
qu{'stions, pl[>ase do not hpHitate to contact me. 

I thank you for your interpst ill making our great state and COUlltr~' a more 
fire safe Illace to live. 

Yery truly yours, 

EnclosUl:l'. 

GENE HARTFlOOK, 
Assistant Oommissioner an(~ State ,F'il'o Marshal. 

TENNESSl!."E STATE FmE l\fARSIIAT.'S O~'FICE: 1077-A GOOD YEAR 

(By George O. Schnitzel', Jr., Director of Public Iuformation & Education) 

De>:pite the very tragic Maury County JailJ!'ire whi<'h killed 42 people in ,Junc 
1077 Tenrwssee's fire losses were down considerably tllis past year, Fewer deaths 
were reconled and rl'cently compiled statistics show n. murked decrease in the 
number of firps destroying pcrsonal propprty, In fact, COl1(litions were favol'able 
enough that t;,~ Insurnnce Sprvicp's Office representing morp than !.!;i0 insurance 
companips request('cl and was granted a 7 p('rc(>nt premiulU DECRE.ASI~ by the 
Commissioner of In,~nrnn('e for commercial firC' coyerngl' in Tpnnessce, 

Undl'r the aggressive administration of State Fire l\IarHhal Gene Hart::;oolr 
the Division of Fire Prevpution 1110re ('ommonly reft'rrt'd to as tIle State F11'C' 
Marshal's Office enacted st'verol new nrogl'!tlllS and rt'gulatiollS dealing with 
'.rPlIll(>SSl'P'S fire problem. Always striving to lJl'ovillp the lllost fire safe environ­
ment possible for thp citizpns of Tennps~ee the Statt' Fire Marshal's Office pro­
ducell nearly 3 million dollars in revel1ue from llCl'lllitK, licPllses and inspection 
feef~ dl11'ing 1077. 

The largpst ofIice of itR ldnd in the U,S" the Tellne~see State Fire ~Iarshal's 
Office has multi·faceted l'eslJonsibilities to h0111PO\\'I1P1'>1, llU>1inpssps and industry 
throughout the state, The State J!'ire Marshal's most obvious responslbility is· 
promulgating laws, rules nnll !'pgulations pprtnining to fire safety and protection. 
This ofIice has aclopted the 1076 National Fire Protection .Association's National 
Fire Code which includrs the 1073 Life Safety Code and the 1976 Southern Builcl· 
ing Code published by the Southern Building Code Congress. 

The Fire l\fnrshal's Office investigates the origin and circumstances of fire and 
proflecutps tilt' crime of arson nnd rt'late<l offpnHPs, The Office also sponsors extE'n­
sive public ellucation, instructional and public sl'l'vice programs for schools, 
health ('are facilHips, nursing h0111PS, fire clepartmenh; oml other state !tnd local 
ngPllriel:1, Onl' of tht' most suc('Pssful education programs conducted by the State 
Fire l\Iarshal'll Office is the elementary school asselllbl~' program "Houses Don't 
Burn Down-They Burn lTIJ". 

'1'11(' Offiee also rt'gulates, insperl's and illYestigates liquefiecl petroleum gas in 
stalln tionll anll dC'alel'H in fireworlu!, mobile home construction and anchoring, 
gasoline bulk plants, electrical im;tallations !lull pubUc builclings for fire safet~·, 

One of the most significant works illitiatpd by the Stat!' Fire l\Iarshal's OfIicp 
is a new l'pgulntion l'C'quiring public places of asst'lllbly to ('heck oncl announce to 
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itil patrons the availnhilHr of pm~rgency' exits. Thc npw rl'gulation now in 
effect 1ms drawn llationaluttentiOllus fl progressive fire sufety measure. 

'.rhl' State 1<'ire l\Iarshal's Office hns also reren1"ly rpcl'ived national a('clnim 
for reducing the per capita firC' loss in Tennl'sRce from nineteen dollars per in" 
divic1111l1 to fiftl'l'll doHnl's pel' il1c1iv.iclllnl. 

Thf' DlviRion is compriRC'd of Rix scctions as follmvs : 
Ar,Q()n ,Qrctio1!.-The Arson Rl'rtioll investigatC's all 1'C'1'ort('(1 inC'l'uclinry fires 

and prORf'Cntcs Ol"1On C'U"l'R and iI1Rl1l'nnrC fraucI in roopC'ration with law enforcc­
ll1C'nt agC'nries, local fh'C' dC'11artm{'ntR. inRuranee induRtr,V illvC'l'tigators and other 
Rtate enforrC'nl('llt agl'llril's. To aRRist in theRC' fUnctions twl'nty-four highly sll:illE'll 
allcI tprhlli('allr C'ql1illIll'c1 il1ypstigatorR workout of rrgionnl officC's in 1\1l'111pllis. 
,Tnckflon, Knoxvill(', (,lmti'allooga. ('nol{pvilll', and .Tohm101l ('ity. In addition, this 
s('rtion rrglliutpl'l anel C'nfo1'cel'l firpworks law in TC'l11l('s!;eE'. . 

Specially train('d llel'R0J1l1el cqui11pecl with sophiRticatecl ('Jectrouic instru­
ments like polJ'grnphfl. ps~'rhologi('al stre~s eyulnators. an!l !'leetronir sniffers 
have prov(,ll im'aluahlr in conc1ncting thorough nncI comp1ete invcHtigatiollfl. In 
1fl77 thcr!' wpre morE' than 1800 firC's iIlVE'fltigat(l(1 by the' Arflon Section. Of theR!' 
7-12 ))J'o1'(1(l to bE' incendiary. and wpl'e closecl with arreRts in 2c12 cases. This arl'('st 
l'e('ord is oue of the mo~t succe~sful in the l;outll-C'ast. 

ThC' pompnter has also been employC'u by this section to assist iuvestigatOl's in­
vestigating c(,l'tain arson rases. '1'lle Pattern Recognition SYf1tem was defligned 
and iml1lemC'uted to r('cognize certain llatterns of rrime amI IHtS llroV!'n llighly 
f111(,CPAsful. This offiC'e was the first in the south to use cOmptlters as an investiga" 
tirC' aid to fight arson. 

'rhis section also issues lip(>n8e8 and (>nfo1'c!'s laws re-guluting fil'l'workl'1 d{'\llel's, 
w11olE'8al('r8, jobhers, manufacturers and dislJlays. Approximately half of Ten­
nps;;ee's 95 counties pE'rmit tllC' llSE' or 81111' of firE'works. 

Education sectlon.-This newest anel very successful aeIcHtion to the t1iviAion of 
Fire Prevention is responsible for tIIC' devl'lopment of l11'OgJ.·ams that promotC' the 
lmowleclge of fire protection nnd safety to the general Iluhlic. '''{orki.ng closl'ly 
with thp C'l(>{>tronic and printed lllec1ia public sf.'rvice CamImigns a11(l news stories 
are dE'Yelo)1E'fl to rl'pntE' 11 more firE' safe E'nVironlllPut in whirh TC'nnE'ASennA C'1111 
work amI livp. This s('ction also worl;:s with 'volunteer groups and other statf' 
and lornl agencif'S sponsoring workshops, seminars nnd educational Ill'Ogl'UU1S 
<le~igne(1 to promote firl' safety. 

The mORt recE'nt puhlic servicE' E'ffort c1E'signed to redu('e Ohristmas trE'C' fires 
was ('ho"en JIlOflt outstanding in its CIaRi=! in Uw TTnit{'cl RtatE's 11y '1'11e Nntionl11 
Fil'P Pl'otC'ction ,Association. The pampnign l'NIuC'l'd by 79 ))E'rC'l'ut tIl(' numher of 
(,bristmns trl'e rE'latec1 fireR in Tennessee in December 1976 over DeCE'mb('r 19m. 
Tl1p ('alll11nign WaS Succl'sf:fullr rf'[leated during' the 1077 holiday semwn. 

One of the most important llrojecj's of tIll' Education ~e('tioll is thE' c>lplll!'ntarr 
srl1001 afls(,lllbly program, "HousE'S Don't Burn Down-'l'lH\V Burn Up". ThiR pro­
gralll wns s('en by mor!' thl111 130,000 young people d1l1'ing tIll' 1(}'j(,>-77 sl'ho01 yenr. 
Plans are alrE'ady underwaY to bring the program to un additional 100.000 new 
RtndE'nts during' the 1!li7-78 :;('11001 year, 

Throngh the gE'nprosity of WDCN-'l'V tIl(' "HOtlS(,S Don't Bum Down-'I'hp~· 
Bmll Up" lu'ogJ.·alll was filmed for a television ll[lecinl whirh aired on statewic1e 
Imhlic educatioll teltwif:ion dming Fire Prevention We<>1;: (1\177). Th(' sl1ecln1 is 
now being E'clited for 1G mlll film nncl will he dif1trihutE'f1 through the film librnry 
1l1uintaiul'd by the State Firf! Marshal's Office. Funds for the film were providl'd 
by the Inclepenc1l'llt Infllll'ol's of Tl'nnessee. 

Eleptrical section.-The primary l'E'sponsihility of the Electrical flection is the 
enfor(,l'ml'nt anci rpgnlutioll of tIll' 10713 National ElE'rtricul Coc1e to assure correct 
anel safC' elC'C'trica1 sl'rvicC' to hOll1E's and bnsillE'SSeS in TC'unessef?P. 

Working closely with 110We1' diAtributorl'l throughout the stah~ this sl'!'tion con­
ducts instructional rueE'tings for contractors, home builders anll cll'ctricalaPl1li­
!tllee dealers. 

This SE'CUOll is also respollsible for the insppetionf all new or relocated mobile 
homes with l'espert to thE' recently enacted mohile Jomeanchorlng law. 

A new voluntary program c1eve10ped to provlc1e thE' most timely ancl efficient 
8el'viC'e is n. "rough in" ele!'trieal inspection for l'eside-ntin.l buUc1ings. This pro­
grams E'llabl!'s builders to obtain more thorough and complete inspections of elec­
trical illstalla tions. 

1\[ore thnn 6il electrical inspectors located thronghout the stnte conclucted more 
thun 00,000 inspections in resi<1ential, commercial und industrial buildings during 

I 
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1077', ~l'h(' ;;('('tioll al;;o lJl'O\'ic1p;; !ll'l'il4tUllc'l' to c'tll1lll'~' nllc1 mllll!t'i1'nJ oJIic,Ld;; in 
J\mkil\~ !n;;llt'c·tioll;; (If lal'l!:l' ('Ollllllt't{'ial HUl! indu;;trial in;;tullatiol1l', 

I'~ugill('l'l'illg I<I'C'tioll,-'l'l1i;; ;;p('lion lia:-; n tl'uilll'll ~tufl' of firl' {ll'ojPI'ti01\ 141H'­
duli;;t;; ",hie'll l'('\'iplY~llllltlls nlHI ;;IJI'<'itielltiolls for !ll'OliOSPil c'OIU,U'l1diclll (0 !ll'tl'l'­
lIlilll' g'cl1IP1'1l1 c'olllPlillIH'l' with ;;11\t(' n(\n/,tpcl 1i1'I' Ilncllmilcliug' (,1l(lp!4, Plum: 1(l\'\plY~ 
for lllCll'C' thall riOO hm'lJilall-<. 1l\l1',iug hOI11P;;, I'cln<'uticl!Illl nne! !lll~' ('UrI' ('1'1l1C'1''' 
W(,I'I' 1II1Hll' ill WH, 'I'll(' Jil'l' Pl'otl'C'tion PllghlC'Pl' 1'111Jl'l'\'1~('~ Il I-<!nfl' of I'ix plall" 
I'x:!111iul'I':-; who 1'C'IIUil'c' flpl'l'inli:I.C'll C'dl1('11 (iou. tl'!lilliu~ allll Imo\\'l('clg(' of Xu tio III II t, 
1"ll'l' l'ro!'Pl'tioll .\;;sc}('iat ion tlll!1 ~()lltllC'1'1I BniJl1illg' ('oc1<>..;, 'I'his ;;1'('(1011 \\'ol'l,s 
l'lnsl'ly with url'hitl'l'ts, (lnglm'l'l';; llm! Imilcll'l'l'I in nil IlI'W flwiliti(l:'; ant! with 
lllll.iOl' l'f'llO\'atiou I111'xi8ti111\' fneilitil.'s, 

1'lw 8UC~(·!.'flRfl\1 fic·tiriti!.'/; of (ll!!.; HP('tioU an' c1I'IUO)Uo:(ruf'l'cl hy tliC' faet thnt 
'l'(,ll1I('H!otP(1 hUH 11('''Pl' lo<.;t a ('llild to n. Ih'(l in u puhlic' I-<('hool 1101' IHl;; it en'r l'X­
llPripu(:(lcl a lUulti[llp Ii!'!' uC'nth in u llul':-:ing h01l11.' OJ' hm'pitul. 

'rhl' I<1ngi1H'Ning S(letioll dt'\'t\llllll'll aud l11'Pl<NI tl'll ;;1'V{'1'!\ 1 1l1'1\ 8aft,ty R(ll\linar~ 
in ('oof)'{'rntioll with tlw Tpllll(lH:<(>(> Ho;:rJital ASl<o('iu(iou. 1l1ld Tp1111PHH('P ~t!ltl' Fil'l~ 
Train l,lg Acnu!.'IllY thl'ougllOUt thl.' Htute, 

I"irl.' f4nfptJ' ~pdioll,-'r\\'('ntJ'-t\\'O rt'/,(ionnlly loc'ntpc1 Iil'!' fmf(lty im:pl.'ctor~ il1-
Rll(,('!'P,rl IUOl't' thell! (j.~OO feH'ilil'iC'r.; ill TpIl11C'I'f4C'P duriug' tho ('ul('IJ(Iur ,,'(>al' l11i7', 
'l'lu'HI' il1\'1I11It'I] 1\101'(' thun 7iiO day ('Ul'{, ('{'uterI-<. LOn!) 110Hlltial;;, alm()~t -too 
Idudl.'l'gn 1'1'1.'11;;, 400 LP gas cliHtrilmtol'l'. H;o 11l('llI'nl hPH!t1t !lUcl 111t'l1tal 1'1'tllrtia­
tiOI1 fllC'ilitipl-!. 1.17ii 11\11'::<1111\' 1101l11'1l nml morp thun :,1,,000 pulilic! nutl lll'inlte 
;;('hool;; ulld Ol'llhullllgl'S, 

1'1\(1 ~lH·CI.':-;H of this jJro/.rrnm is not ouYions to til!' ~('lll\rtli public sh!('p llw 
('liminn\icHl oi' 111'l' p:OI.'~ Inl'!!;l'ly \lllUotic'ec1, 1nsll('('t01'S Imv(' lulYifl0\l aud UUH!e 
recomln(>llc1lltiollfl !In;;ed Oil tllt'it' fillc1ing:.; to mol'l' thun 3.aOn S('llOOI om!.!!'al". 
hnRiIlPSI'I1lC'll, Iwulth 1I1'ofl'~sionnli'l, voliti('ul It'ndl'rs und llrl'llght('l's, 'Who !mnm.: 
hoW mi\llY fir(,8 werp Jl1'c\'entl'd thl'onglt the ill'!.' suf!'ty insllt'etOl's netivitiNl'l 

l'ltiK 1'1'('(iOll Ill~o mllilltnill~ It fire 111'(lYl'utioll lthl'llrr. i:'::':\1C's li('('n:.:(\,; nIHl 
l1l'l'mit:.: for liquC'fil'{l ll{~tr()Il'Uln gas (h'ule!';;, elqllol-!iY<' hlUUUt'I'S autl gnSl.1iI\(\ 
tl'lUJ:':!Hll'tl'l'fl, 

~Iol;[lp hOllJ(':': f'P('!lOl1,--()UI' 01' thl.' )lI0:.:t out:.:tn uclillg IIJ'O!!;l'!l1l1S of its Idncl ill 
tlJ(> (,(11~111tl'~·. !lIP 111\'1,.;1011 of Firl' l'l'('\,('l1tioll'" 'JlobilC' lIoJ\l\1 H(1C'ti(ln I;; (Hl!' lie 
tit", 1l1'f4t ill thl' {'.s, to hI' gl\'P11 lIUD IIpprovul to ('Illlduet it:.: own stute insll('('tioll 
lIrop:t'l\Jn for mob ill' lImnl' ('lllu'tru!.'tion, g\'l'lT lUobilp homl.' huilt in aile (If !lIC' 
fourtl'l'l1 m/tnu flwtl1l'ing Illul1ts in Te1111P>1;;('P il4 i111'<11('et('(1 at. some Vl!Ul'P OI 
C'Olll:ltl'Uetiol1 for ('Olll)lUUllC('S to the ]'ecl(,l'nl l\Iohile Homl' StUll()Ul'tl UI-! ud!Uillls­
h'l'P() h~' 1:11(> P,R, (Jo\'Pl'nm!.'ut. 

'1'hi~ I'Pl'tion nlso c'olldnl'ls 1'n11l101n ill;;jJP('tiOllS of l'P(,!'putionlll \,phi('ll'f; for c'om­
llli(ll\c;(' tu I4tntp ('(ulC's with til<' n~~iHtull(,C of a mohil\' hOI1JP Pl1gillt't'r, I'nVl'l'\'i~lll' 
of il1:':Il~'('tio!l una !.'igllt field jl1S[lPc('ors, 

'1'11(1 l-IPl'tioll also l'uforcps til<' lIew l\Iohilt' HUll\\' Au('horil1g Law l'Nlniril1,g' the 
IIllclJOring of I\lOhill' !tOlllpS to IJl'(>\'l'ut IH~Il~tPl'1-! PIHls('{1 li~' ;;PYI'1'(> st0l'111:-; unit high 
wiu<1;;: '1'h(' oflh>p nl1l1l'oy(,~ Jllohlll' llOlIll' tlllC'lJOl'illg I-<J'st<'lllfl ul;NI in Tl.'lIuessce ul1(l 
i;;~u('1-< IlnclJOl'illg' Vl'l'mit;; to il1stu11<11$, 

Lic'l'iu.;ps fOl' rp('l'pntiollul I't'hIl'lC's ulI<l111ohi1t' 11IllllP tlpal<'l's und I11l1nufuct\11'l'l'S 
111'(' nl;'il il-lSl1Nl hJ' (hi;; (lIliPt', 

l.'or inure information ('oIlCI'1'lling 1tll~' ('till' of nIl' Ylwil'1l lleti\'itie~~ of tll(' Htatl' 
Firl' MnrR!Jul's Ofllc('. 111!'al-ll' contllc't the l'''I-!)l<'cti\'e Rl'etlo11 Ill'utl ut our Ill'\\' l\l'ud­
'111l11't('1'S, '1'111' U<ltl1'(,HS ii'l 'l'cuUPHl:let' ~tatl' Fire l\Iul'shal';; Ofllce, aou Gny Stl'l't't, 
Xnslwilll'. 'l'X a7201 01' tel£'lIIHHlP dil'Pct to: Gptl(' Hnl't:<onli:, Htute Fire l\lul'f4hal-
7·!l·!.:nl'1; (l(>Ol'g'1' C, ~rhl1itz('l', Director of Pulilic Infol'Jlllltion--747-'2!lRl; ('. 'r, 
l'llttl'l'HOn, ('hit'f of Al':>Oll Hpl'tiol\-741-l322; 'rom ('oilt'laml. Chief of Fir!' Pro­
tl'('tio!1-7-t1-71!1(); ,\\,p1<'11 Hrynnt, Chief of Fire Rafl't~'-7·11-71(l2 i Iltwid Borum, 
('ltipf of ~rohil(l IIolJll'---7'4l-7170, 

.AmiO:; Ht:(''l'IOX. 'r1:X~O':SSEE HTATl~ FIRl~ :\I.\HSII.\I.'S On'IC'I:, AtlGUfi'l' 1 !liS 

J.tI('ij,-l,~(lO totnl 111'(,s iu"C:'stigutetl; 1 783 il1celldinl'~'lir(';; i aii4 urrest:.:, 
Jf)(,I1,-1.000 totllllilW! iuypstigutC'd; 1 (lUG ineendiury fIres; 270 Ul'r!.''1ts. 
If)7'l',-1.~OO totnllll'('lliur('stiguted; 1 7'421nc'endinry lirc's; 242 urrests, 
l!J"tS (I; l/l(m/1/N) ,-l.BO total lit'p;; ill\'pstigntC'(\; 1 341 iJl('pndiury 1il'l'f4; l3G 

ltt'l'l';;t;;, 

1 n('tll'('~l'nt IIrl's outHlclt' prlmc' \tl'tmlll'~lltl'l's 01' whl're)1o lOl'ltl nutllo1'ltlcs cxl~t, 
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Iln'IHrnN Cll<' Frm: I'm:n:XTIOX 

'['lw Ili\'l:-:ioll of Firl' 1'1'<,\'<,11(1011. aha) kuo\\,1l n~ lllp l-llalp Fh'p :\rt1l'~dlnl':-: Ofli('P. 
i~ ndlllini:-:tpl'P<1 h,r HI(' {'OllllUi:-:>lioIlPr or 'I'1t<' llppill'tmPllt of IIJ~m'nJl('e ill hi~ 
I';lP:H'lIy nil :-\tatp 1"11'<' )Ia1'~hnl. th1'lmgh thp lli1'P<'tol' of Fire P1'<'v<'ntioll, nml 
ot 111'[' >I In Jl' l11PJllI!(>l'>I, II'I\(' lllyi>lioll hl di\'i<1('(l into lin' K('C"tioll>l: 'rite 1<'l1'l' 14afl'tr 
hl"IlPl'tioll l-l('c,tiolJ, tIl(' .\r;<oll au<1 Frau<1 l-lP('tiolJ, I·]It'<'tric'n1 IlItlllN'tOl' ~1'('lioll, 
Pi!'c' 1'1'ot('('lio11 Eng'iuH'ring ~t'etioll, :\lohilp IIOlll(' 14l'('tioll, and Iht~ Bdlh'at inll 
:-\I'~'( i on, 

'Phl' follo\\'ill~ "talist ka1 illfOl'lll'ltiOll l'l'!ll'I'ls tIlt' \York lH'I'OI11plisll!.·cl hy 1'1\('11 
:-\,,:'Ilon dlll'lu/t t 11l' l'nll'lH1al' rl'al' .1!l7tl, 

'nil' tJ'lJPH 1l11C1ll\llllbP1',~ of ill:-:lll'ctiollfl llllldt' follV\\,>I : 
.\>ll'PlllllliPfl _________________________________________________________ _ 
Bulk oil (li~ll'ihnt()1'fl _________________________________________________ _ 
('n IlllJi'l tllH1 ('h 111'c-lIPK _________________________________________________ _ 
('01ll111I'l'c'inl _________________________________________________________ _ 
I}II)' ('1l1'0 fadlit ie" __________________________________ , _________________ _ 
J )orlllitorip~l ________________________________________________________ _ 
BxploHirt"; _______________________________ . ___________________________ _ 
(;a~olilll' elt'llY('l'~' ,'ehil'Il',~ ____________________________________________ _ 

IIOIllP,1 for !l~('(1-----_----------------------_----------------------__ _ I In';l1i t n hI ___________________________________________________________ _ 
I1UlllMtrill1 __________________________________________________________ _ 
Kinelel'gurtells ______________________________________________________ _ 
LP I!a.'l JnHtalllltioll IIllcl dc>li"c'I'Y y<'llielc-M _____ ,. ________________________ _ 

~r<'n' ul ltosllltn 1;;_ -------------------------,.---------------------------Xu r;;ing hOlll<'M ______________________________________________________ _ 
( ) l'phlll1ngt'H ________________________________________________________ _ 
1'1'! "a It' ;«'ho()l.~ _ .. _ .. _______________________ , ___________________ :.. _______ _ 
1'n])11c' i'lt'h()ol~ _________________________________________________ , ______ _ 
Hp"iell'll tia 1 Ii I'Pllllt<'IIM ________________________________________________ _ 
U('Mtn IU'llll Is ________________________________________________________ _ 
nptal'el<'li h()llIc'.~ _____________________________________________________ _ 

307 
:~na 
l:.!O 

1, li'~ 
1!!:i 
m 

1. 71ll 
!!S 
:m 
:Hl 

141111101111 _________________ . _____________________________________ n,37:i 

JfolJllc' 110111(' au!l1'cc'l'catiOlwI1'c1liI'lr' iIlNIICC'li())!lt 

),10 lJil (' l\ollll' lllllllui'll!'tnl'C'l'II ________________________________________ ,,__ };flO 
)fo\lilp lImnp !-1nlL'~ lol!-1 _____ ., __________________________________________ 1. :!7:i 
~rohilo plll'ks_________________________________________________________ 1·~ 
It(l(ll"P;ttionnl yphipl<\ l11nnt1fn(~tllr(\l'H _____________ ... _____ ... ________________ aT 
RC'(~l'(>ntiolllll y<,hi!'l!' Mal!'~ lotll _________________________ •. _______________ aw) 

Subtntal __________________________________________ • ____________ :l, tl!H 

Granel totnL _____________________________________ ,. _____________ 3, um) 

'I'h!' l'ollowilll\' ~whptln,<, L. • ,. • the 11nmb!'l' of 1l1'I'Oll il1\'(l)..tig[ltiOIlS lllllCh' <lUI'-
in::: tIl<' yl'!ll' 107tl llll<l the l't'i;tllt. of (,llr;ps tH'osl'C'lltt'c1, 
Arson __________________ .. ____________________________ .________________ . (H!:'i 
Hust>it~innH Ot' n('t('idl~utul __________________________________ ..... _____ .... _____ :;a-l 
trlldt'tt'rmitl('tl _______________________________________________________ 'J07 

'rotal ('Me,; im't'stiglltl'lL ________ • ______________________________ 1, (ion 

.A l'l'(lSbl _____________________________________ .. ,________________________ !!i'!l 
Indit'hul'uts-1!J7G ___________________________________________________ Ion 
Com'ictioUfl-197G ____________________________________________________ 1!-1l 
AssifltNl inYl'stigutlons_________________________________ _______________ 001 
Ii'ire\Yol'J(S yioln tiOllS and nrl'csts ______________________ ... ________________ 2 
IIonl'H in cOl1l'L ____________________________________________________ 2, 4·11. ii 

Polygraphs _____________________________________ .. ________________ lR7 

psru exunls_______________________________________________________ 206 
!:lo,yings us result of iuyestigutions ______________________________ $334, 422, 21> 
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The following statistics show the number of wiring inspections made and the 
l'esults of such in::;pections during 1976. 

~'otal inspections ___________________________________ .,_ ... _______ 9;1-,2'10 

NumlJer accellted ____________________________________________________ 86, 130 
Number l'ejccted_____________________________________________________ 8, 116 

Total inspections on mobile homes and recreational vehicles ______ 10, 002 

Numhel' uccepte!L ___________________________________________________ 10, fj.J3 
Number l'l'ject.elL____________________________________________________ 350 

~'ee payments to deputy electrical. inspectors (including Junuary 
1977 vuymcnts for Dl'l'cmhcr 1076 inHpections) __________________ $7GO, 457. 23 

STATISTICAL DATA ON ELECTRICAL INSPECTIONS, 1970-76 

Number Inspocti".lS Money 
received by Other 

Accepted Rejected Total Inspectors Milage expense 

Year: 
1970 ••••••••••••••• 61,917 5,564 67,4111 $430, 664.60 1,055,781 $19,739.86 
1971 ••••••••••••••• 71,812 6,698 79,510 502,514.93 1,144,860 28,720.63 
1972 ••••••••••••••• 8" 324 7,522 93,846 605,292.33 1,282,258 39,813.41 
1973 ............... 109,109 6,252 115,361 I 899, 762. 63 1,670,969 61,819.99 
1974 ............... 95,588 7,237 102,825 1 833, 724. 22 1,599,400 53,739. 7 
1979 ............... 79,908 7, 047 86,955 701,294.10 1,449,524 31,736.37 
1976 ............... 86,130 8,116 93,245 1 769, 457. 23 1,528,355 32,267.99 

I Includes amounts paid in January for the December inspections. 
Note: 10 percent of the Inspection free received In 1974, 1975, and 1976 was retained by the State. This is not included 

in the above figures. 

~'he l~il'e Protection Engineering Section reyiewed the preliminary and final 
plans of tllc following categorie8 of buildings in 1076. 
Educational ________________________________________________________ 3GO 
Institutional ___________________ .. ____________________________________ 107 
Itesidential _________________________________________________________ 7 
J\Aselllbly ___________________________________________________________ 0 
1\ICl'I'antile __________________________________________________________ 0 
Office _______________________________________________________________ 15 
Industrial _________________ .• ________________________________________ 1 
Storuge ____________________ .________________________________________ 0 
1\liscellanl'Ous _______________________________________________________ 0 
Automatic sprinkler ____ ._____________________________________________ 95 

Total ___________________________________________________________ 660 

~'he following is a breakdown of the licenses, registrations and revenue col· 
lected by the LicenHing aml Registration Section during 1976. 
Liquefied lletroleum gas licenses __________________________________ $18, 335. 50 
Ite~iHtrntion of tile fire alarms and cxtinguishers__________________ 450.00 
)j'ireworlcs permits _____ ,_________________________________________ 47,238.00 

Manufacturer. ______________________________________________ 750. 00 
Dh;tributol' _________________________________________________ 23, 250. 00 
Jobber _____________________________________________________ 10.500.00 ,'( 
"'l!olesaler ________________________________________________ 1. 750. 00 
Retailer ____________________________________________________ 10, 850. 00 
Oyerlla~·mellt -----------____________________________________ 1. 00 
Display ____________________________________________________ 137. 00 

ItegiAtration of l'lectl'icul contractors ______________________________ IH. 4tH .00 
New registrations ___________________________________________ 17,720.00 
Itenewals __________________________________________________ 96, 150. 00 
Additional pocket cllrds______________________________________ 614.00 

Mobile hOllle licenses____________________________________________ 6,185.00 Dealers --__________________________________________________ 160 
lIIal1ufllcturers ----__________________________________________ 146 
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Certification decals _______________ --_____________________________ $79,275.00 

BUD Program: Inspection fees __________________________________________ 36,400.00 
NCSBOS monitoring team________________________________ 00. GO 
Consumer complaint handling____________________________ 9,477.00 

Sales of electrical inspection decals_______________________________ 125. 00 
Sales of fire prevention regulation 15______________________________ 394.00 
Fire fines_______________________________________________________ 47.50 

The following statistics show the results of un educational program for ele­
mentary students starting September 1976. 
Schools ________________________________________________________ 290 
Programs ______________________________________________________ 370 
Students _______________________________________________________ 150,142 
Oounties _______________________________________________________ 67 

[A statement subsequently received from the Alliance of American 
Insurers appears in the appendix on pp. 461-487'.] 

[Whereupon at 1 :20 p.m., the subcommittee recessed to reconvene 
subject to the call of the Chair.] 

[Members present at time of recess: Senator Percy.] 

34-657 0 - 78 - 26 
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APPENDIX 

gXHIDlT 2·1 

COMPTROLl.£R GENERAL. OF" THE UNITED !!TATES 

WASHINGTON.D,C. 10548 

B-1710l9 

The Honorable Charles H. Percy 
Ranking Minority Member 

AprilS, 1978 

Permanent Subcommittee on Investigation~ 
Committee on Governmental Affairs 
United States Senate 

Dear Senator Percy: 

Your August 2, 1977, letter requested that we review a 
number of issues concerning "arson-far-profit." Your major 
concerns related to: 

--Adequacy of controls over the insurance coverage 
property owners can obtain. 

--Research and development of arson detection tech­
niques, and training of arson investigators. 

--Activities of Federal law enforcement agencies to 
prevent, detect, and prosecute this type of crime. 

As agreed with your office, we will give you a report on 
each of the three areas. This report discusses the authority, 
activities, and plans of Federal law enforcement agencies 
regarding arson-related crime. 

FEDERAL AUTHORITY AND COORDINATION 
FOR ARSON-RELATED CRIMES 

Arson is not generally a Federal crime. There are two 
exceptions to this rule. First. 18 U.S.C. 81 makes arson a 
Federal crime if committed at ~ location where the Federal 
Government exercises special macitime or territorial juris­
diction. In general, and as defined by 18 U.S.C. 7, special 
maritime or territorial jurisdiction of the United States 
includes 

--the high seas; 

--Federal property held under exclusive or concurrent 
jurisdiction of the United States: and 

GGD-78-47 
(18156) 

• 
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--property purchased or otherwise acquired by the 
United States with the consent of the state legis­
latures, if the property is initially acquired to 
erect a fort, magazine, arsenal, dockyard, or 
other necessary building. 

Second, some Federal agencies administer Federal property 
that is not within the special maritime or territorial juris­
diction of the United StateS. By issuing regulations, some 
of these agencies have made arson a Federal misdemeanor on 
the Federal property they administer. 

In general the Federal Government will inVestigate and 
prosecute arson only if a Federal law is violated in conjunc­
tion with the arson crime. For exrunple, suspects in arson­
for-profit cases are usually accused of transmitting insurance 
claims and other correspondence through the United States 
mails. If the Federal mail fraud statute (18 U,s.C. 1341) is 
violated, Federal law enforcement agencies may become involved 
in investigating the mail fraud and indirectly the arson. En­
closure I lists the Federal statutes covering arson-related 
crime which various law enf~rcement officials said their 
agency could investigate. 

~he Federal Government has not considered arson-related 
crimes an enforcement priority; therefore, the Government 
does not have a unified, coordinated program specifically 
designed to prevent, detect, investigate, and prosecute these 
crimes. Four Federal law enforcement agencies--the Department 
of Justice's Federal Bureau of Investigation (FBI); the Depart­
ment of the ~reasury's Internal Revenue Service (IRS) and 
Bureau of Alcohol, ~obacco, and Firearms (ATF); and the United 
States Postal Service--investigate arson-related crimes; how­
ever, coordination among these agencies is limited, usually 
informal, and on a case-by-case basis. Justice's organized 
crime strike forces, operating in various oities throughout 
the United States, will also investigate and prosecute arson­
related crimes if organized crime is involved. 

The consensus of these law enforcement agencies was that 
no evidence existed to support the contention that arson­
related crime is a serious national problem or that a greater 
Federal effort is warranted. ~he Federal Government, however, 
ha,s not made any attempt to determine the severity of the 
az:son problem • 
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CURRENT FEDERAL LAW ENFORCEMENT 
EFFORTS IN THE ARSON AREA 

Federal law enforcement agencies involved with arson­
related crimes do not collect data which would demonstrate 
the severity of the arson problem. Therefore, they are not 
in a position to delineate their previous efforts or to 
identify the actions needed to cope with the arson issue. 

During 1978 the Postal Service plans to give more 
investiqative attention to suspected arson-related insurance 
fraud schemes and to separately identify and report these 
cases. ATF officials said that they are revising their 
statistical reporting system to acquire arson-related infor­
mation. Neither the FBI nor the IRS had plans to separately 
identify arson offenses within their internal statistical 
reporting systems. 

None of the four agencies considered arson a priority 
investigative area and therefore did not have a program 
designed to deal specifically with arson. ATF, however, is 
currently establishing arson task forces in several cities. 
This initiative was prompted by a special project conducted 
by its Philadelphia District. In January 1977 the Special 
Agent-in-Charge of ATF's Philadelphia District independently 
initiated a special project--which he termed a task force--to 
investigate arson in the Philadelphia area. The task force 
was established by an informal cooperative agreement between 
ATF, the local police, the local district attorney, and the 
local fire marshal. Under the agreement ATF assumed leader­
ship in all arson investigations in the Philadelphia area, 
with active participation and cooperation from the other 
officials. As of December 7, 1977, the task force was con­
ducting 15 arson investigatipns. ATF officials said that 
all of these investiqations involved matters cognizable 
under 18 U.S.C. 844 (i), 1/ but that collateral violations 
of the racketeering statutes (18 U.S.C. 1950, 1961-1968) 
were also being investigated. 

Officials said that the idea for the arson task force 
was, in part, the result of two arson investig~tions 

1/18 U.S.C. 844 (i) is a criminal statute that deals with 
- the destruction of or damage (by an explosive) to oroo­

erty used in or affecting interstate or foreign commerce. 

3 
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conducted by ATF in Pbiladelpbia. Tne first was an investi­
gation of an arson case previously investigated by the 
Philadelphia Police Department. Local citizens groups had 
protested that the police had arrested, and the court con­
victed, an innocent person. The local O.S. attorney asked 
ATF to reinvestigate the case. Officials said their investi­
gation led to the arrest and conviction of the individuals 
who actually committed the crime and the release of the in­
nocent person. In the other case, the O.S. attorney asked 
ATF to investigate a fire bombing of a Philadelphia hotel. 
Investigators found traces of gasoline in an oxidized state 
which, according to officials, has an explosive capabil-
ity. Although ATF official~ believed that 18 O.S.C. 844 (i) 
had been violated, the O.S. attorney elected to prosecute the 
case under statutes dealing with mail fraud and interstate 
transportation in aid of racketeering. The defendant received 
a 3-year prison sentence. 

On October 14, 1977, the Special Agen:-in-Charge of the 
Philadelphia District, as a result of his experience, rec~m­
mended instituting ATF-led arson task forces in other O.S. 
cities. ATF headquarters approved this re~ommendation in 
January 1978, and it plans to establish arson task forces in 
18 additional cities. (See enclosure II.) An official 
estimated that the new task forces would not be operational 
until June 1978. 

Although Federal organized crime str.ike forces: are nat 
set up specifically to investigate and prosecute arson cases, 
the str ike forces have investigated arson-related criAles 
when organized crime was involved. For example, the auffal~, 
New 10rk, organized crime strike force became interested in 
arson cases about 3 years ago. At that time the erie county 
District Attorney established a task force of local officials 
to l,ook into the local. arson problem. The tasK' force had two 
prim." suspects J.t associated .... ith iilan1 of the arsons, but it 
could not get enough evidence against them to make a case. 
~he strike force assisted by identifying a number of suspi­
cious insurance claims and tracing them through various cor­
porate records, deeds, and other documents, 100king for an 
association with the two suspects. ~hey found it. The two 
individuals pled guilty to charges of mail fraud, and each 
received a S-year sentence. ~he Suffalo strike force re­
cently il1dicted the entire hierarchy of a Rochester organized 
crime family engaged in an arson-for-profit ring and, as of 
December l4, 1977, had one arson-related investigation 
pending. 
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BAS ARSON BEEN A WIDESPREAD PROBLEM? 
IS A GREATER FEDERAL PRESENCE NEEDED? 

Law enforcement agency officials contacted said that no 
evidence existed to demonstrate that arson-related crime was 
a widespread problem or that a greater Federal involvement 
in the arson area should be initiated. As previously men­
tioned, the Federal GoVernment has not made an attempt to 
quantify arson-related crimes to determine their severity. 
Agency officials were willing to reconsider arson as a pri­
ority area if evidence became available to justify an 
e~panded effort. The Postal Service and ATF appear to be 
taking a more aggressive initiative in the arson area. (See 
p. 3.) ATF officials supported their initiative with the 
following statistics: 

--Incendiary bombings increased 200 percent nation­
wide in 1976 over 1975. 

--Forty-nine percent of the fires of incen~iary, 
suspicious, or unknown origin in New Jersey in 1975 
were ne~er investigated. 

--Sixty-two percent of the arsons committed in the 
United States involved the use of flammable liquids 
or accelerants 1 of that number 90 percent had an 
explosive capability when aerated. 

In addition to establiahing ATF-led arson task forces, ATF 
is planning to establish an "Explosives Academy" at the 
~~deral Law Enforcement Training Center, Glynco, Georgia, 
which will include ins~ruction on arson investigation. 

In summary, ~lthough the Postal Service anQ ATF have 
taken some initiatives to combat arson, the rest of the Feder­
al law enforcement (!ommunity does not view this particular 
crime as deserving any special priority. There is insuffi­
cient hard evidence to accurately gage the magnitude of the 
arson problem, and consequently, to gage the propriety of 
the Federal posture concerning it. We recommend that the 
Attorney General take the lead in developing information 
r.eeded to assess the seriousness of the arson probltm and, 
based on the results, develop an appropriate Federal law 
enforcement strategy. 

As agreed ~·:'th your office, we di.d not obtain formal 
agency comments on this report. Howeve;:, we discussed its 

5 
.~ 
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contents with agency officials and considered their views 
in preparing the report. Because of your plans for hearings 
on the arson problem and your desire to release this report 
at the hearings, we plan no further distribution of the 
report until that time, or until you publicly announce its 
contents. 

We want to direct your attention to the fact that this 
report co~tain5 d recommendation to the Attorney General. 
As you know, section 23~ of the Leqislative Reorganization 
Act of 1970 requires the haad of a'Federal agency to submit 
a written statement on actions he has taken on our recommen­
dations to the Senat~ committee on GO\Ternmental Affairs and 
the Bouse Comml.ttee on Government Op~rati.ons not later 
than 60 days after the report's date and to the Bouse and 
Senate Committees on Appropriations with th~ ~gency's first 
request for appropriations made more than 60 oays af.ter the 
~eport's date. Your release of this report wi~l enable us to 
send it to the four Committees for the purpose of setting in 
motion section 236 requirements. We trust this information 
will me~t your needs. 

Enclosures - 2 

Si~ yours,,/} 

--/~~ I'. 
Comptroller General 
of the united States 

6 
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ENCLOSURE I ENCLOSURE I 

Federal 
statutes 

FEDERAL STATUTES COVERING ARSON AND 

ARSON-RELATED CRIME 

Agencies claiming 
investigative jurisdiction 

Postal 
Title ru ATF Service 1M 

18 U.S.C. 81 Arson within X 
Special Maritime 
and Territorial 
Jurisdiction of 
the United States 

18 U.S.C. 371 Conspiracy to De- X 

18 U.S.C. 
845 

18 U.S.C. 
925 

18 U.S.C. 

18 U.S.C. 
1074 

18 U.S.C. 

18 a.s.c. 

18 U.S.C. 

842-

922-

1001 

1073-

1341 

1342 

1343 

fraud the United 
States 

Interstate Trans- X 
portation of Ex­
plosives or Incen­
diary Devices 

Unlawful Acts­
Firearms 

Fraudulent State­
ments 

Flic:;ht to Avoid 
Prosecution 

X 

Frauds and X 
Swindles (by Mail) 

Fictitious Name 
or Address 

Fraud by Wire, 
Radio, or Tele­
vision 

X 

18 U.S.C. 1361- Destruction of X 
1362 Government Owned 

or Controlled 
Property 

1 

X X 

X 

X 

X 

X 

• 
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Agencies claiming 
investigative jurisdiction 

Postal Federal 
statutes ~ m m Service, 1M 

18 U.S.C. 1363 Destruction of X 
Property Within 
the Special Mari­
time and Terri­
torial ~urisdic-
tion of the 
United States 

18 U.S.C. 1716 Nonmailable In- X 
jUrious Articles 
(Explosives or 
Incendiary De-
vices) 

18 U.S.C. 1855 Oestruction by X 

18 U.S.C. 1952 

Fire of Timber, 
Underbrush or 
Grass Upon 
Federally Owned 
or Leased Land, 
Indian Land or 
the Public Do-
main 

Interstate and 
Foreign Travel 
or Transporta­
tion in Aid of 
Racketeering 

18 U.S.C. 1961- Racketeer In-
1968 fluenced and 

Corrupt Organ­
izations 

26 U.S.C. 5861 prohibited Acts 
(Re: Firearms 
and Destructive 
Devices as de­
fined by 26 U.S.C. 
5845) 

2 

X 

x 
x x x 

x 



ENCLOSURE I 

Federal 
statutes 

26 U.S.C. 7201 

26 U.S.C. 7203 

26 U,S.C. 7206 

ENCLOSURE II 

406 

Title 

Attempts to 
Evade or Defeat 
Tax 

Willful Failure 
to File Return, 
Supply Informa­
tion, or Pay Tax 

Fraud and False 
Statements 

ENCLOSURE I 

Agencies claiming 
investigative jurisdiction 

Postal 
FBI ~TF Service IRS 

x 

x 

x 

ENCLOSURE II 

PLANNED LOCATIONS FOR ATF'S ARSON TASK FORCES 

Atlanta, Georgia 
Boston, Massachusetts 
Brooklyn, New York 
Buffalo, New York 
Chicago, Illinois 
Cleveland, Ohio 
Dallas, Texas 
Detroit, Michigan 
Honolulu, Hawaii 

3 - 4 

Kansas City, Missouri 
Las Vegas, Nevada 
Los Angeles, California 
Miami, Flor ida 
New Orleans, Louisiana 
phoen ix, Ar izona 
Rochester, New York 
San Juan, Puerto Rico 
Washington, D.C. 

• 

• 
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REPORT BY THE 

Comptroller General 
OF THE UNITED STATES 

Are Federal Programs Adequate 
To Deal With Arson Problems? 

Senator Charles H. Percy. as Ranking MInor· 
ity Member of the Permanent Subcommittee 
on Investigations. asked GAO to assess 
Federal programs dealing with the arson pro' 
blem in the United States. 

This is one of three GAO reports responding to 
Senator Percy's request and provides infor· 
mation on: 

··Research and development of ar.on 
detection techniques and equipment. 

··Training of arson investigators and 
prosecutors. 

··Programs and funding for State and 
local arson investigators and prosecu· 
tors. 

PSAD·78·88 
APRIL 24.1978 
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COMPTROLLER GENERAL OF THE UNI"l"ED STATES 

WASHINGTON, D.C, 10'411 

B-171019 

The Honorable Charles H. Percy 
Ranking Minority Member 
Permanent Subcommittee 

on Investigations 
Committee on Governmental Affairs 
united States Senate 

Dear Senator Percy: 

On August 2, 1977, you asked us to assess the adequacy 
of current Federal programs dealing with the detection, 
investigation, and prosecution of arson offenses. It was 
agreed that we would respond to your request in three 
separate reports. 

This report pertains to the following areas of your 
request: 

--Research and development of arson detection tech­
niques and equipment. 

--Training of arson investigators and prosecutors. 

--Programs and funding for State and local arson 
investigators and prosecutors. 

Your office agreed that our review would include only Fed­
eral programs funding State and local investigators and 
prosecutors where such programs are specifically directed 
at the arson problem. 

We made our review primarily at the National Fire 
Prevention and Control Administration, Department of Com­
merce, Washington, D.C. We interviewed agency officials 
and reviewed records on Federal atson prevention and con­
trol plans and programs. We also obtained information 
at the Fire Research Center, Department of Commerce, . 
Gaithersburg, Ma~yland; the Law Enforcement Assistance 
Administration and the Federal Bureau of Investigation, 
Department of Justice; and the Bureau of Alcohol, Tobacco 
and Firearms, Treasury Department; all in Washington, D.C. 

Our review showed that only one Federal program is 
directed at the areas sp1ecified in your request. This 
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program is the Fire Administration's training course for 
arson investigators which is scheduled to begin in April 1978. 
The Fire Administration also plans to develop an arson detec­
tion training program for fire service personnel and an arson 
prosecutor training program for f.tate and local public attor­
neys. 

~~.9~9~~ 

Arson is the act of burning property for an improper 
purpose. It is difficult to prove arSon because evidence 
is usually destroyed in the fire and, normally, there 
are no witnesses. 

The extent of the arson problem is not known and re­
liable statistics are not available. However, the In­
surance Information Institute estimated national arson­
related property losses in 1975 at over $1.4 billion, while 
the Insurance Service Office estimated the national arson­
related fire losses at over $4 billion. The National Fire 
prevention and Control Administration and the American In­
surance Association recognize the need for better data on 
the arson problem and are currently improving the data. 

The socioeconomic factors which motivate arsonists con­
tribute to the complexity of the problem. Such motives 
include profit, revenge, spite, jealousy, vandalism, crime 
concealment, intimidation, and pyromania. 

The National Fire prevention and Control Administration, 
created by the Federal Fire Prevention and Control Act of 1974 
(15 U.S.C. 2201 et seg. (1976)), has emerged as the Federal 
focal point for provIding arson intervention programs to 
States and local ccmmunities. The Fire Administration's role 
in the arson area is to reduce arson through education, train­
ing, research, public information, and data collection and 
analysis. 

The Law Enforcement Assistance Administration has no 
program directed at the arson problem; however, at the time 
of our review, it was making plans to study what its role 
should be. This agency awards grants to State and local 
governments for activities decided on by the grantees, in­
cluding arson-related activities. 

2 
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The Bureau of Alcohol, Tobacco and Firearms has no 
programs for training arson ,investigators and prosecutors, 
or researching arson detection techniques and equipment. 
As part of the overall training of its agents, however, 
instruction covers fire-bombing methods, bomb scene searches 
and investigations, and recognizing incendiary devices. 
Also, laboratory analysis is performed to identify fire 
accelerants. 

The Fire Research Center, as authorized by the Federal 
Fire prevention and Control Act of 1974, has been studying 
the psychological motivations of fire setters and is conduct­
ing one arson-related research program--a survey of labora­
tory methodology in analyzing fire accelerants. 

Within the Federal Bureau of Investigation, arson in­
vestigation is not a high priority. Only a few arson in­
vestigations have been conducted, and the Bureau believes 
that a training program for arson investigators is not 
;ustified because of the small number of such cases with­
in its jurisdiction. 

FEDERAL RESEARCH AND TRAINING PROGRAMS 

A number of plans have been formulated to meet needs 
in the areas of research into arson detection techniques 
and equipment and training for arson investigation, de­
tection, and prosecutionl however, only one program--a 
training course for arson investigators--has been developed. 

In a series of seminars in early 1976, 36 experts 
identified and ranked nine arson areas needing Federal 
intervention. The results were published by the Fire Admin­
istration in its September 1976 report "Arson: America's 
Malignant Crime." The areas are summarized in appendix I. 

Two of the nine areas were arson detection, investiga­
tion, and prosecutor training (fourth highest ranking) and 
research and development on tools for arson investigations 
(eighth highest ranking). Details on Federal efforts 
directed at these two areas are presented in the following 
sections and are tabulated in appendix II. 

3 
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Research into arson detection 
~g2li~19"§~~:an9::::~9~n~~nt-----

Fire service personnel need equipment that is better 
suited for detecting arson at the fire scene. A federally 
sponsored study identified research needs which the Fire 
Administration is attempting to follow up; however, there 
is still no'Federal program for research on arson detection 
techniques and equipment. 

In addition to the Fire Administration's report identify­
ing research needs in arson detection equipment, the Fire 
Research Center prepared a report in 1976 which identified 
the evaluation of arson detection equipment used in the 
field as a desirable program. Research needs for arson 
detection equipment were fUrther identified in a 1976 report 
prepared for the LaW Enforcement Assistance Administration. 
This study was made to assess the arson problem and deter­
mine whether there were technical solutions to alleviate it. 
One conclusion was that a more sensitive and reliable vapor 
detector and a smoke and soot analyzer are needed. The 
vapor device would detect residues of such fir~ accelerants 
as gasoline. The smoke and soot device would detect the 
presence of fire accelerants through analysis of these 
fice byproducts. 

As part of its fiscal year 1979 arson effort, the 
Fire Administration had planned to identify the needs of 
users foc arson detection techniques and equipment. We 
were told that equipment being used in arson detection 
wock was not designed for such use. By assessing existing 
devices and the state of the art, the Fire Administration 
would develop the needed characteristics, for example, 
sensitivity, portability, and cost, of an arson detection 
device and the techniques for using it. Fire Administra­
tion officials told us that this.planned program was 
eliminated for budgetary reasons. 

~!§.9l)_~!!'y~~.!:iga to!~!~.!ning £.9~!~~, 

The Fire Administration, in conjunction with the 
Lincoln Land Community College, recently developed an 
arson investigator training course. By 1982 the Fire 
Administration plans to have given the course to 4,000 in­
vestigators. The Lincoln Land Community College was 
granted $69,400 to develop this course for increasing 
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the levels of proficiency in fire and arson investigations. 
The course is based on material from related Federal agency 
programs, elements of various State and local training 
programs, and advice solicited from investigators who were 
asked to review course plans. The course will be given to 
students beginning in April 1978, after pilot testing by the 
Fire Administration. The Fire Administration plans to give 
the course to 200 investigators during fiscal year 1978 at 
an estimated cost of $42,000, not including per diem and 
other expenses for the students. These will be the responsi­
bility of the students' sponsoring organizations. This 
financing arrangement may have some adverse effect on g'i!t­
ting students assigned to the course. 

In addition to formal course instruction through the 
National Fire Academy, the course materials will be dup­
licated and distributed to 200 State and local entities 
for their training use at an estimated cost of $29,000. 
There are some risks associated with this method of in­
vestigator training. The local entities have no obliga­
tion to teach the course, and there is no assurance that 
they have the required teachers or funds. No Federal funds 
are to be provided. 

The Fire Administration does not yet have a formal 
method to measure the effectiveness of its Fire Academy 
courses, but it is developing evaluation methods for all 
its programs. For the investigator training course, ini­
tial evaluation will be based on student feedback through 
course critiques. After the first year of the course, the 
Academy plans to recall about 50 "trained" investigators 
to reevaluate and update the course content. 

Plans for arson detection train~ 

Presently, there is no training program for fire serv­
ice personnel in arson detectionl however, the Fire Admin­
istration plans to develop such a course to begin in mid-
1978. 

Fire service personnel, being first on the fire scene, 
should know what to look for in a fire of suspicious origin. 
The Fire Administration is planning a training course (2~ 
hours of instruction) to train instructors who will then 
teach fire service personnel the procedures to follow when 
arson is suspected. Much of the course content will come 
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from the arson investigator training course prepared by 
the Lincoln Land Community College. Plans are to have 
the course ready by July 1978 to be given over a 4-month 
period to 250 local fire service instructors in 10 regional 
areas. According to present plans, these instructors should 
give the course to about 100,000 firefighters over the next 
5 years. 

There are no plans to fund the instruction at the' 
local level. Such an incentive might be helpful to in.",ure 
wide dissemination of the course, particularly to the 
volunteer firefighters whQ make up the greater portion of the 
Nation's firefighting force. 

Prosecutor training 

There is no Federal program for training public attorneys 
at the State and local level to prosecute arson cases. The 
Fire Administration believes such training is needed, and a 
program is planned for development during fiscal year 1979. 
The Fire Administration is considering establishing formal 
training seminars to be conducted through an educational 
insti tution. 

Law Enforcement Assistance Administration representatives 
told us that they rely on State and local governmental units 
to identify their needs. They said that no requests have 
been received for funds to train public attorneys in pro­
secuting arson cases. 

FEOERAL PROGRAMS AND FUNDING FOR STATE AND 
LOCAL INVESTIGATORS AND PROSE£Q!Q!!r--

We found no Federal program specifically directed at 
funding State and local arson investigators and prosecutors. 
The Law Enforcement Assistance Administration's grants to 
State and local governments, in some cases, include funds 
for arson-related purposes, such as equipment, laboratory 
analysis support, and training of investigators. In most 
cases these grants are multipurpose and the portion to be 
used for arson-related activities cannot be identified 
from the agency's recoras. During fiscal years 1975-77, 
the Law Enforcement l'ssi.stance Admin! str ation records 
showed that it awarde'd 25 such multipurpose grants amount­
ing to $2.6 million. In addition to the multipurpose 
grants, it awarded 49 grants amounting to $1.7 million in 
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fiscal years 1975-77 which were to be used solely for 
ar.son-related activities. (See app. III.) 

During our review we noted that Federal agencies were 
funding other arson efforts, such as development of a model 
arson law, development of a method for predicting fires, 
and various studies of the arson problem. This information 
gives additional perspective to the Federal role in combat­
ing arson, and we have listed these activities in appendix IV. 

Because only one Federal program has been developed in 
the research and training areas mentioned in your request--
a course for arson investigators--and the course has not yet 
been made available to local investigators, a good basis does 
not exist to judge the effectiveness of the course. Generally, 
Federal resources devoted to research, training, and funding 
of State and local investigators and prosecutors are small. 

There has been no Federal commitment for a coordinated 
and concerted effort at helping State and local communities 
deal with the arson problem through research or training 
and fUnding for State and local investigators and prosecutors. 
We believe this is due partly to the (1) lack of good data 
on the extent of the arson problem and (2) need for a better 
de[inition of the roles and responsibilities of the various 
public and private organizations concerned. 

At your request, we did not take the additional time to 
obtain written agency comments. The matters covered in the 
repore, however, were discussed with Fire Admininstration 
offici~ls and their comments are incorporated where appropriate. 

Because you plan hearings on the arson problem and will 
release this report at the hearings, we do not plan to fur-
ther distribute it until that time or until you publicly 
announce its contents. 

Comptroller General 
of the United States 
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NINE NEED AREAS IDENTIFIED IN 

"ARSON: AMERICA'S MALIGNANT CRIME" 

1. It is of primary importance to develop and define the 
responsibilities of the fire services, th~ law enforce­
ment services, the legal system, insurance companies, 
and other public and private bodies who should be con­
cerned with the arson problem. 

2. There is a need to reclassify arson in crime reporting 
systems such as the Federal Bureau of Investigation's 
Uniform Crime Reports to reflect its true status as a 
major offense so that (al reporting can be more complete 
and (bl people can be more aware of its impact. 

3. There is a need to make the public, defined broadly 
to include both the public in general and those with 
professional interests, more aware of the consequences 
of arson and the need to do something about them. 

4. There is a need to develop atld apply trai.ning programs 
which are directly keyed to the job-related needs of 
professional investigators and of other categories of 
personnel such as firefighters, police officers, at­
torneys, prosecutors, judges, insurance adjusters, 
insurance underwriters, and insurance claims super­
visors. 

5. There is a need to develop and apply better ~oorting, 
data collection, and data analysis procedures on local, 
state, and national bases so that public and private 
agencies will have access to information they need for 
both their own activities and to enhance public under­
standing. 

6. There is a need to promulgate and apply effective 
laws and regulations which are as uniform as possible 
among jurisdictions. This applies particularly to 
effective in~urance regulations and practices which 
can discourage arson. 

7. There is a need to identify and develop adequate sources 
of funding to combat arson. 

S. 'fhere is a need to conduct research and developmellt (a I 
to make available better and more useful tools for arson 
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investigation and (b) to provide a better understanding 
of social and behavioral phenomena associated with arson. 

9. There is a need to develop a consistent, uniform termin­
~ that can be applied to arson and incendiarism by 
all disciplines and in all sections of the United states. 

2 

t 



APPENDIX II 

t<l'a\. "II.MI\~ 
for ilion 
ptOrJuu 
f~ill..!) 

Natlo!'lll Fir. p"vllnllon 
.nd Control AdItlJ"'ttut!onl 

ttll U1.100 

1919 10S.000 

'tlr. fI ..... reh f:tnh~J, 

UU .. t7 !!~ 
na .. !!~ 
un 
t.awlnlOtt"utl'l't; Iouht.al'ln· 

Ad.inll\utlol'll 

lU, .. 11 ,?G.t2M 

un llilli 

1'''' Idt 

M;~~~~lt!~~:;~o 
ltu .. 7t :-, 

417 

___ .aft.lnlni ~;~w.~t!--...... --
~.!~\ c1hetlet!n~ 

',000 

'1.000 

lO.OOO 

lli!1.W 

,., 

D,,,.lop In ..... t1~a.tor 
tulnl1'l9COIIUIi. 

to pl10t tUt 111.,.,tl9Uor 
"ulnlnl) .:OI.lUI. 

TO tondllt;!t Ind dluUbliU 
Inv.tU9atot ttUnlf\O 
CtHIUII~".urUn9 "ptll "U. 

fO dn.lop. eondllct. Il\d 
.slatt ItllI". dtUeUon .n.,J 
Id.nUUe.UoneO\lu ... • 
Untlnl) Jlllr 1918. 

To ...... u.tI lnnnl9tttlf 
tMfU 111'10 n'1\n .. flnd.~. 

Non. 

"' .. 
""I'll 

H~n4 

'dO 

", 
III 

.".!t!~!~1-ru~i~~~:.;­
~~~ !!!I!~!a~~ 

Nono: 

't\tl,'Ollt- 'to nth\ ~a.\\el'l"\ 
coU,,,, of Oiltrltlt 
A\tofn'Va Ind • .,.lop· 
,.,nt of 1 •• 1IIU&tVPiII 
\U\TI\f1'lf>1:Ot}u"" 

lll.L!!!2!! 

Non. 

N:.!n, 

Non. 

Ni)n4 

'"~ ,d, 

", 
!/TQt.11 uount .hown h~lu~ .. proguu lllt.t~ htu 'I'I~ ot.tlff luon pit":tr"l HUII.s In .~~.niU. IV~ 

~~b.U t.c. C\O 9C<l'lU ..... fOf lu.ll\ll\q ll'll/utlq.tOUI twlll"t" lil •• ~"nt tllnh Pf()vl~.d to 8t.IU '1'111 10::d 
lI,ubOrlUu w.n tor thl1 pUtpou .nd oehlt lit 1 •• Inl/ntlgltlo" tfllnltq* 

E.fru:vl1n9 for t.hh pr09u. II Il'Ichldtd 1ft ttll .. rgu ,ulon pro.u ........ lfl'l\ lItltd In Ipp.ndh tv. 

1!IH.;, pro')uIII" pllntuld .. of tlllli ot our tilth". 

!./CoIL nat. ~ •• dUy tlu".ln.blt. 

!I~~c~~~l!:;f d:!~~r.:~c~n~~~~~ I I~~~I~~:~ ~~:~4!~1:~~1:~:~~·1~:;::~:. ~~~!~ !h. At~o ~ l~:~~~!~g:l '1'111 Yll1 II 
.,.rtar .. ~ tli ldtnUll Uti Ic:ctl."nu. 

APPENDIX II 

lI.uutetto(l1,l,::lUQ!\ 

!!r~~!.~~..!n!~i%il~ 
~~~ !!!!tt!P~!2!l 

MoUt 

":'11' 
Non. 

, .. To .. u .. tnt It.tUt 
af IMUtiqul1n 
.qJ.p .. ftt.' 

'" 
'"~ 

", 



418 

APPENDIX III APPENDIX III 

LAW ENFORCEMENT ASSISTANCE ADMINISTRATION 

GRANTS FOR ARSON-RELATED ACTIVITIES 

(AWARDED IN FISCAL YEARS 1975-77) 

(not~2.) 

DescriPtio!}. 

Grants which include arson-related 
activities 25 $2,620,619 

Grants solely for arson-related activ­
ities: 

Improve effectiveness of New York 
City's investigation of suspi­
cious fires/arson 

Establish unit within Bronx, New 
York, District Attorney's office 
for investigation and prosecution 
of arson 

Expand New Jersey State police arson 
investigation unit 

Purchase of instruments by State of 
Washington for use in arson proj­
ect 

Establish a specially equipped and 
staffed arson investigation unit 
in Yolo County, California 

Establish photographic arson suspect 
identification system in Califor­
nia 

Develop an arson information system 
by city and county of San Francisco 

Operate mobile radio equipment by 
Ohio Arson Bureau 

Other grants 

Total 

Total 

1 413,390 

1 395,660 

3 334,990 

1 71,715 

1 66,462 

1 59,400 

1 41,124 

1 34,212 
39 301,096 

49 $1,720,071 

74 $4,340,690 

a/Compiled from dala provided by the Law Enforcement Assist­
- ance Administrati~n which has not been verified by the 

General Accounting Office. 
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OTHER FEDERAL ARSON PROGRAMS 

Fiscal 
~ 

National Fire prevention and 
Control Administration: 

1976-77 $ 10,000 

1978 

1979 

38,000 

10,000 

8,000 

11,000 

6,000 

10,000 

6,000 

6,800 

200,000 

5,500 

10,000 

10,000 

3,000 

(a) 

$153,000 

$218,~00 

$ 23,000 

Program descriptiou 

TO develop model arson law. 

TO develop and print Fire Administration te­
port--"Arson~ America's Malignant Crime. 1I 

TO develop an arSon information center. 

To develop an annotated bibliog,aphy of alSOn 
reference material. 

To develop a training course in JUVenile fite 
setting. 

To study the nature and extent of incendiary 
fires io Boston. 

To develop intetveotion sttategies for a Fed­
eral arson control program (Aerospace Corpo­
ration). 

To conduct 10 (3 day) advanced arson seminars. 

To study incendiary fires and develop a hand-
book for use by urban planne,s. 

To deVelop a software package that will pre-
dict area fireS in inner~city neighborhoods 
and commercial establishments. 

To complete the annotated bibliogr aphy of 
arson reference material. 

To conduct 10 (2 day) seminars to promote the 
arson task force concept. 

To continue and expand the advanced arson 
seminar program. 

Undecided. 

To implement and evaluate f~.e/arson strategies 
in three major cities. 
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Fiscal 
Y~i!! 

Fire Research Center: 
1976-77 $64,000 

41,500 

20,000 

1978 52,000 

40,000 

1979 

Law Enforcement Assistance 
Administration: 

1976-77 $ 90,000 

1978 $ 10,000 

1979 

Alcohol, Tobacco and Firearms: 
1976-79 (b) 

1977-78 (b) 

420 
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To prepare an overview report on hew the Cen­
ter can fulfill its responsibilities in the 
attacks on arson. 

To study, analyze, and oraanize what is cur­
rently known about the psycholoqy of arson­
ists. 

To survey laboratory techniques used in an.­
lyzinq accelerants .nd to assess the need for 
the adoption of a standard method. 

To develop and publish .n ~(~~~ investLqator 
handbook for easy ref~~~D\ ' 

To contin;oy, ~tudy of psycholoQY of arson re­
sultinq in a written theory of arson behavior. 

None. 

To assess the problem of arson and determine 
whether there were technical solutions to 
help alleviate the problem. 

To research arson issues and determine the Law 
Enforcement Assistance Administration's role 
in arson. Future effort will depend upon 
the results of this proqram. 

Pending results of fiscal year 1978 proqram. 

ATF laboratories, upon reouest, analyze evi­
dence obtained from a fire to assist State and 
local investiqation. 

Philadelphia district office formed a qroup to 
assist local arson investiqations. 

i!/Funding for this program is for fire prevention strateqies includinq arson. 
Amount related to arson could not be identified. 

2/Cost not readily available. 

(952201) 
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EXmn1T 20 

REPORT BY THE 

Comptroller General 
OF THE UNITED STATES 

Arson-For -Profit: More 
Could Be Done To Reduce It 

In this report, GAO discusses the extent to 
which the Federal Riot Reinsurance Program 
and the Fair Accesstolnsurance Requirements 
Plans, establlshed by the States, provide in­
centives for arson·related insurance fraud, i.e. 
arson·for.profit. 

Fair Access to Insurance Requirements Plans, 
authorized under Federal law, are privately 
owned organizations, which operate like pri· 
vate insurance companies, but are established 
by State legislation. These Plans provide es· 
sentlal property insurance in urban and other 
areas where the Insurance industry will not. 

Althouqh these Plans operate under the super· 
vision of States' insurance authorities, the 
Department of Housing and Urban Develop· 
ment Federal Insurance Administration I'e' 
views the Plans' operations to assure that es· 
sentlal property insurance is provided. 

Although statistics are lacking, arson·for· 
profit is considered to be a serious problem in 
the Plans. GAO makes recommendations in 
this report to help reduce it. 

CED·78·121 

MAY 31,1978 
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COMPTROLLER GENERAl. OF' THE UNITEO STATES 

WASHINGTON, D.C. 20!548 

B-171019 

The Honorable Charles H. Percy 
Ranking Minority Member 
Permanent Subcommittee on Investigations 
Committee on Governmental Affairs 
United States Senate 

Dear Senator Percy: 

Your letter of August 2, 1977, requested assessment of 
the adequacy of current Federal programs dealing with the 
detection, investigation and prosecution of arson offenses. 
One of your specific concerns was the extent to which the 
Federal Riot Reinsurance Program and the Fair Access to 
Insurance Requirements Plans established by the States 
provide an incentive for arson-related insurance fraud. We 
reviewed the arson-related insurance fraud problem--arson­
for-profit--In Fair Access to Insurance Requirements Plans 
and found that: 

--Certain Fair Access to Insurance Reauirements 
Plans are overinsuring property and-creating an 
incentive for arson-for-profit. 

--Fair Access to Insurance Reauirements Plans need 
greater underwriting authority to deny or limit 
insurance coverage to high-risk property owners. 

Appendix I contains the detailed results of our revip.w. 

Your questions concerning Federal research and develop­
ment of arson detection techniques and arson investigator 
training; and Federal law enforcement agencies' activities 
to detect, investigate and prosecute arson offenses were 
provided in separate reports, (PSAD-78-88 dated April 24, 
1978, and GGD-78-47 dated April 5, 1978, respectively). 
Your specific questions concerning Fair Access to Insurance 
Requirements Plans are answered in this letter. 

We interviewed officials and obtained written infor­
mation, regulations or operating policies from the Federal 
Insurance Administration and the National Fire Prevention 
and Control Administration in Washington, D.C.; nine Fair 
Access to Insurance Requirements Plans--Delaw'~re, District 
of Columbia, Illinois, Maryland, Massachusetts, New York, 

.. 
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Pennsylvania, Rhode Island, and Washington--six insurance 
companies, and two insurance industry trade associations. 
Appendix III contains a listing of organizations we contacted 
dUring our review. 

Fair Access Plans and the Federal Riot Reinsurance 
Program are authorized under the Urban Property Protection 
and Reinsurance Act of 1968, as amended, (12 U.S.C. 1749 bbb 
et~. (1976)). These Plans are privately owned and oper­
ated organizations, operating much like private insurance 
companies, but are established primarily by State legisla­
tion. The Plans provide essential property insurance to 
urban and other areas where the insurance industry will not 
provide coverage. Although Fair Access Plans operate under 
the supervision of the States' insurance authorities, the 
Federal Insurance Administration of the Department of Hous­
ing and Urban Development teviews Plan operations to assure 
that Plans are providing essential property insurance. 

The Federal Riot Reinsurance Program, administered by 
the Federal Insurance Administration, provides ~rivate in­
surance companies riot reinsurance to protect them during 
riots against excess losses on company-insured properties. 
To purchase riot reinsurance, a company must be partici­
pating in a Fair Access Plan. 

Both Fair Access Plan and insurance industry officials 
believe that arson-for-profit is a serious problem in the 
Plans, as well as in the private insurance market. The sig­
nificance of the problem, however, could not be demonstrated 
because of the lack of specific data on the extent of the 
problem. Officials have indicated that inadequate investi­
gation of arson cases by both local government and P.lans, 
and the difficulty of proving the insured's involvem'ent, are 
factors which allow arson-for-profit cases to go undetected. 
In certain cities in Massachusetts and Pennsylvania, inves­
tigations by two of the nine Plans we contacted have identi­
fied vrganized crime involvement in arson-for-profit. 

According to Plan and insurance industry officials, one 
of the major incentives for arson-for-profit is overinsur­
ance; providing an amount of insurance exceeding property 
market value. The District of Columbia, Illinois, and New 
York plans are providing insurance to property owners with­
out attempting to determine property values. As a result, 
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property owners may be insuring their properties for amounts 
exceeding property values and, therefore, create an incent- t 
tive for arson. Officials from these Plans believe that it 
is meaningless and costly for them to establish property 
values at the time insurance is provided because, in the 
event of fire, the payment for the resultant claim is based 
on the property's actual cash value at the time of loss. 
Other Plans, however, were limiting coverage to the market 
value of the property at the time insurance was written. 

Also, the Maryland, Massachusetts, and Pennsylvania 
Plans were generally providing insurance in amounts that 
property owners desired until a few years ago. These Plans 
now provide insurance coverage generally at market value 
thus attempting to provide only enough insurance to indem­
nify property owners for their losses. Plan officials be­
lieve that preventing overinsurance is an important step 
in reducing arson-for-profit in the Plans. 

Many Fair Access Plan officials believe that the Plans 
are encouraging arson-for-profit by providing insurance cov­
erage to almost everyone requesting it. Until the Plans get 
additional underwriting authority from the Federal Insurance 
Administration to deny, limit, or modify insurance coverage, 
certain Plan officials believe little can be done. One Fed­
eral Insurance Administration official, however, said that 
Administration regulations do not require Plans to insure 
everyone and that the Administration is more concerned that 
Fair Access Plans are not denying coverage unfairly or un­
necessarily. Five of the nine Plans we visited are making 
or have recently made some changes concerning the conditions 
under which they will insure properties, but Plan officials 
agreed that additional changes can and should be made. Most 
Plans apparently, are not aware of changes that other Plans 
have made to reduce arson-for-profit. 

Answers to your questions are summarized below. 

1. How do Fair Access to Insurance Requirements Plans 
determine the amount of coverage to be given to a pro­
perty owner? Can the owner insure for any amount he 
desires, even beyond fair market value? 

The amount of coverage that Plans will provide varies. 
Some Plans base the amount of coverage to be given to 
a property owner on the market value of the property 
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using such values as owner's purchase price. The 
Massachusetts Plan, for example, uses tax assessed 
value, ?urchase price, and the most recent selling 
prices of properties in the neighborhood as found in 
real estate transfer directories. The Pennsylvania 
Plan will insure up to 150 percent of the purchase 
price if the amount of insurance is less than $50,000. 
Of the nine Plans we visited, however, three (District 
of ColUmbia, Illinois and New tork) generally provide 
property owners any amount of covG!ag~ they want with­
out regard to p'roperty values. (See pp. 13-16 of app. I.) 

2. Can the Fair Access to Insurance ReqUI:.rements Plan refuse 
to insure for the full amount requested by the owner? Can 
it refuse coverage altogether? 

Although Fair Access Plans can refuse to insure for the 
full amount requested, three of the nine we visited do 
not. Of the nine Plans, six do refuse to insure for the 
full amount requested if it is more than the Plan deter­
mines to be the property value. All the Plans that we 
contacted said that they can refuse coverage altogether, 
however, there are limited reasons for refusing. As a 
result, almost everyone is provided insurance. The 
Illinois Plan is refusing to insure only about one of 
every 100 applicants. Plan officials of seven of the 
nine Plans said that the Federal Insurance Administration 
requires them to insure almost everyone, although an 
Administration official said that this was not true. 
Program regulations appear to support the Administra­
tion's position. (See pp. 17-21 of app. I.) 

3. Is there any provision for less-than-full payment on a 
claim if the insurer can prove that the insured.allowed 
his property to deteriorate significantly before the 
damage in question? 

Generally, depreciation (deterioration) is considered in 
paying claims. In seven Fair Access Plan-States--none of 
which we visited--however, deterioratio(~ is not con­
sidered when settling claims for total property losses. 
Property owners are paid the full face amount 0 f their 
policies. (See pp. 16-17 of app. I.) In four of the nine 
States that we visited, the basis used for determining 
the amount to pay under a claim is the proper~y's "actual 
cash value" at the time of loss. Actual cash value is 
defined as replacement cost less depreciation. 
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Deterioration is, therefore, considered to some extent 
when settling claims in these States. Pair Access Plans, 
however, generally insure properties in economically 
declining neighborhood a in which replacement cost less 
depreciation can be much greater than the market value 
of the properties. In such cases. Pair Access plan­
insured property owners may be paid more than the market 
or sales value of their properties. In the other five 
States that we visited, other property values, such as 
market value, rental and economic value are considered, 
in addition to replacement cost less depreciation. 
Property owners in these States, therefore, are not 
likely to be overcompensated for fire losses. The above 
mentioned seven states that we did not visit use either 
the basis used in these five States or the actual cash 
value basis to settle claims for partial property losses 
thus, considering deterioration at least to some extent. 

You also requested that we determine how the program 
could be altered to remove the incentive to destroy unprofit­
able or deteriorating but well-insured buildings. We believe 
that the Pederal Insurance Administration should take a lead­
ership role in helping Plans reduce arson in Plan-insured 
propertieo. We make recommendations to the Secretary of 
Housing and Urban Development for certain revisions in the 
Administration's regulations. (See app. II.) 

As requested by your office, we did not give the Pederal 
Insurance Administration an opportunity to formally comment 
on this report. Its contents, however, were generally dis­
cJ~sed with Administration officials, and their comments were 
included in the report as appropriate. As you requested, we 
will not distribute this report until just prior to your hear­
ings or until you publicly announce its contents. At that 
time we will send copies to various standing committees in the 
House and Senate, such as Appropriations, Government Opera­
tions, and the Administration's legislative committees: 
Senate Committee on Banking, Housing and Urban Affairs and 
House Committee on Banking, Pinance and Urban Affairs. We 
will also provide copies to the Secretary of Housing and 
Urban Development, the Administr4 tor, Pederal Insurance Admin­
istration, and the Director, Office of Management and Budget. 

A detailed discussion on the results of our review is 
presented in appendix I and our conclusions and recommendations 
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t~ the Secretary of Housing and Urban Development are presented 
in append ix XI. 

Si~lY your~ 
'1~..t.. /~~ 

Comptroller General 
of the United states 

- 6 -
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Con ten t s 

RESOLTS OF GAO'S REVIEW OF 
ARSON-FOR-PROFIT IN NINE 
FAIR PLANS 

CONCLOSIONS AND RECOMMENDATIONS 

LISTING OF ORGANIZATIONS GAO 
CONTACTED 

FAIR PLANS: Number of Policies 
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RESULTS OP GAO'S REVIEW OP ARSON-POR-PROPIT 
IN NINE PAIR PLANS 

~ BACKGROUND 

In July 1967, the president, appointed the National 
Advisory Commission on Civil Disorders to investigate the 
origins of disorders. The Commission decided that a separate 
group of experts Could deal more expeditiously with the 
insurance problem Ot urban core residents and businessmen. 
In August 1967 the Commission appointed the National Advisory 
Panel on Insurance in Riot-Affected Areas. The panel was to 
investigate the difficulties and high costs of obtaining in­
surance in riot areas or potential riot areas. 

In its January 1968 report, the panel pointed out that 
there was a close relationship between urban blight and 
the availability of insurance and that failure to insure 
properties in decaying urban areas only increased the blight. 
The report also stated that cities must be revitalized and 
that insurance was a basic force in this effort. The panel 
found that there was a serious lack of property insurance in 
core areas of the Nation's cities and that this condition 
existed even before the riots of the 1960s. According to the 
report, the basic factor underlying the shortage of insurance 
in these areas was that insurance companies generally regarded 
business in these areas as relatively unprofitable. The added 
risk of riots had prompted some companies to state that con­
tinued deterioration of the situation would make them positive­
ly unwilling to provide insurance in urban core areas. The 
report also stated that properties must be considered on in­
dividual merit if fair access to insurance, without regard to 
location, was to be had by everyone. 

The panel, however, pointed out that insurance companies 
were legitimately interested in profits and in maint.aining 
their financial safety and stability and that states were al­
ready burdened with demands on their resources. As a result, 
the panel concluded that the solution to the urban core area 
insurance problem was a cooperative effort of all who were 
involved. The panel recommended therefore, that the in­
surance industry. in cooperation with States, establish in 
all States Fair Access to Insurance Requirements (FAIR) Plans. 
The Federal Government role would be that of providing rein-' 
surance against extraordinary riot losses to insurance com­
pani¢s participating in FAIR Plans. The panel believed this 
would help eliminate riot risk as an impediment to insurance 
companies selling insurance in urban core areas, 
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FAIR Plans were established in 1968 when the Congress 
passed the Urban Property Protection and Reinsurance Act of 
1968, as amended, (12 U.S.C. 1749 bbb et~. 11976)). The 
act states: --

"The Congress finds that (1) the vitality of 
many American cities is being threatened by 
the deterioration of their inner city areas; 
responsible owners of well-maintained resi­
dential, business, and other properties in 
many of these areas are unable to obtain 
adequate property insurance coverage against 
fire, crime, and other perils; the lack of 
such insurance coverage accelerates the deteri­
oration of these areas by discouraging private 
investment and re~tricting the availability of 
credit to repair and improve property therein; 
and this dete~ioration poses a serious threat 
to the national economy; (2) recent riots and 
other civil commotion in many American cities 
have brought about abnormally high losses to 
the private property insurance industry for 
which adequate reinsurance cannot be obtained 
at reasonable cost, and the risk of such losses 
will make most lines of property insurance even 
more difficult to obtain) (3) the capacity of 
the private property insurance industry to 
provide adequate insurance is threatened, 
and the continuity of such property insur-
ance protection is essential to the exten­
sion of credit in these areas) and (4) the 
national interest demands urgent action by 
the Congress to assure that essential lines 
of property insurance, including lines pro­
viding protection against riot and civil 
commotion damage will be available to pro­
perty owners at reasonable cost." 

The act further states that its purpose i$ to 

"* * * (1) encourage and assist the various' 
state insurance authorities and the property 
insurance industry to develop and carry out 
stat~wide programs which will make necessary 
property insurance coverage against the fire, 
crime, and other perils more readily available 
for residential, business, and other properties 
meeting reasonable underwriting standards; 
(2) provide a Federal program of reinsurance 
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against abnormally high property insurance 
losses tesulting from riots and other civil 
commotion, placing appropriate financial 
responsibility u~on the States to share in 
such losses * • *." 

APPENDIX I 

Although the act does not require that States establish 
FAIR Plans, twenty-five St~tes, ~uerto Rico, and the District 
of Columbia have. For those States that have p.stablished 
Plans, the act requires that they must be approved by, and 
administered under the supervision of, the States' insurance 
authorities, or be authorized or required by State law, and 
shall be designed to make essential property insurance more 
readily available in urban and other areas. A listing of 
FAIR Plans is inclUded as appendix IV. 

How FAIR PI~~s~~. 

Most of the FAIR plans we visited operate similar to 
private insurance companies. These )lans write insurance pol­
icies under their own name and handle all policy holder claims. 
FAIR Plans are privately owned and operated urganizations set 
up primarily by State legislacivn. FAIR Plans operate under 
the supervision of the States' insurance authorities and are 
subject to their approval for changes in operating procedures. 

All profits and losses are shared by participating insur­
ance companies in a given State, FAIR Plans generally offer 
insurance against fire and extended coverage (includes hail, 
windstorm, explosion, riot, civil commotion, ~nd smoke), 
vandalism and malicious mischief. In ~alendar year 1976, all 
FAIR Plans combined wrote about $18.9 billion of insurance 
on 751,441 insurance policies. About $194 million in premiums 
were earned by the FAIR Plans on these policies. 

A property owner may obtain insurance cdverage.directly 
from a Plan or have an insurance agent or broker obtain it for 
him. In either case, the FAIR Plan will generally inspect, or 
hire someone to inspect, the property at no cost to the owner 
before it will write a policy on the property. USUally, this 
inspection is solely to assess risk or fire hazard. After 
the inspection, the FAIR Plan must determine whether to write 
a policy on the property and the amount of coverage. If the 
FAIR Plan accepts the pro~erty, the property owner pays the 
FAIR Plan the insuranoe premium. 

When losses occur the FAIR Plan pays the pr.operty owner. 
fit the end of the year, the total losses (claims) paid, added 
to the costs to administer the FAIR Plan, ha~ usually exceeded 
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the premiums collected and other income, resulting in a finan­
cial loss. This loss is passed on to private insurance compan­
ies participating in the PAIR Plan. The Pederal Government 
has no financial involvement in PAIR Plans. 

All the States that we visited require all insurance com­
panies selling fire and related lines of insurance in these 
states to participate in the PAIR Plan, thereby sharing in 
PAIR plan profit and losses. Three States with PAIR Plans 
allow insurance ~ompanies to participate voluntarily. In 
States requiring participation, each insurance company's 
share of the loss is based on its percentage of the total 
fire insurance premiums collected in the State. A company 
collecting 20 percent of the total insurance premium dollars, 
therefore, has to pay 20 percent of the PAIR Plan losses. 

FAIR plans have generally not been financially success­
ful. According to financial statements they have submitted 
to FIA as of September 30, 1977, only 5 of the 27 Plans show 
a profit since they began operating. The California ($652,000) 
and Georgia Plans ($431,000) have the highest underwriting pro­
fits from inception to September 30, 1977. The New York and 
Michigan PAIR Plans have the highest underwriting losses from 
inception to September 30, 1977; $68.5 and $60.5 million, res­
pectively. Appendix IV shows the underwriting profit or loss 
of each of the 27 FAIR Plans as of September 30, 1977. 

Riot reinsurance 

The Pederal Government's role is to (1) offer, through 
FIA, riot reinsurance to the private insurance companies that 
participate in FAIR Plans whether voluntarily or mandatorily, 
(2) periodically review each Plan and the methods and prac­
tices by which such plan is being carried out in the areas 
and communities where it is intended to operate to (a) assure 
that such plan is effectively making essential property 
insurance readily available in such areas and communities 
and (b) identify any aspects of the operation or adminis­
tration of such Plan which may r~quire revision, modifi­
cation, or other action to carry out the purposes of the 
reinsuranc~ ace of 1968. . 

Riot reinsurance insures the companies against excess 
losses that they would sustain during riots or civil~ 
orders. Riot reinsurance covers properties insured in the 
private market by these companies and not PAIR Plan-insured 
properties. Insurance companies pay a nominal reinsurance 
premium, two cents per hundred dollars of reinsurance, to 
PIA and agree to bear riot-related losses themselves up to 
a stipulated percentage of their total premiums earned from 
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selling fire and related lines of insurance to private pro­
perty owners within a State. This percentage is generally 
2.5 percent of an insuranCe company's premfums. According 
to an FIA official, 2.5 percent of an insurance company1s 
earned annual premiums from fire and related lines of insur­
ance has covered most of the riot-related losses that insur­
ance companies have incurred to date. It would therefore 
appear, that private insurance companies, not FIA, have paid 
most of the riot-related losses that have occurred to date 
in those States that have a FAIR Plan. FIA has collected 
over $100 million of riot reinsurance premiums from private 
insurance companies and paid excess riot-related losses of 
about $12 million from inception of the riot reinsurance 
program to September 30, 1977. 

ARSON-FOR-PROFIT 

FAIR Plan and insurance industry officials believe that 
arson-for-profit is a serious problem in FAIR Plans as well 
as in the priVate insurance market. Also, two FAIR Plan 
officials in Massachusetts and Pennsylvan!a said that 
organized crime is involved in arson-for-profit in certain 
cities. The significance of the arson-for-profit problem 
in FAIR Plans, however, could not be demonstrated because 
of lack of statistics. 

What is arson? 

A September 1976, United States Department of Commerce­
sponsored report prepared by Battelle Columbus Laboratories, 
"ARSON: AMERICA'S MALIGNANT CRIME", defined arson as "The 
crime of maliciously burning the building or the property 
of another, or of burning one's own for some improper 
purpose, as to collect insurance." 

The National Fire Protection Association 1/ identifies 
at least eight categories of arson including - . 

--fraud fires which usually are to collect insurance 
because the value of the insured structure and/or 
contents is less than the value of the insurance; 

--political fires set to dramatize an issue or other 
similar reason; 

l/A nonprofit technical and educational organization which 
- promotes the science and improves the methods of fire 

protection and prevention. 
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--pyromaniac fires set for thrills; 

--crime cover-up fires; 

--spite fires (revenge, jealousy or anger); 

--vanity fires set so that the arsonist can appear 
as a hero in taking countermeasures; 

--"psycho" fires committed without any rational 
motive; and 

--vandalism fires set by individuals or groups who 
are looking for excitement without premeditated 
motive. 

Significance of the problem 

Although statistics on the various categories of arson 
are not available from anyone we met (nor did they know of 
any such statistics available from other sources) informa­
tion from the Illinois Advisory Committee on Arson Prevention 
states that insurance fraud--burning-for-profit--may be the 
number one motive for arson. 

The Battelle report stated that current trends in arson 
are worse~ing and that urban fire departments estimate that 
as much as half of all city fire losses are from fires set 
on purpose. These fire losses, according to the report, may 
have an impact on the economy each year of as much as $10 
billion through higher insurance premiums, higher prices for 
what is not burned, lost jobs and higher taxes. In addition, 
as many as 1,000 lives are lost to arson each year, accord­
ing to the report. Information published by the Property 
Loss Research Bureau, an insurance trade association repre­
senting about 115 companies, states that since the ~arly 
1950s arson losses in the Nation have increased tenfold. 

Information obtained from the American Insurance 
~ssociation, an insurance industry trade association, 
shows that about $1.5 billion of the total $3.5 billion of 
insurance losses paid by the industry in 1976 resulted from 
arson/incendiary fires. This is the latest data we could 
obtain. An Association official said that no one really knew 
the extent of the arson problem nor how heavily organized 
crime was involved. 

Although arson-for-profit may be a problem in FAIR Plan-
insured properties, private insurance compan~e5, are experi- • 
encing most of the arson-for-profit, according to some Plan 
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officials. FArR Plan officials, however, do not know how 
much arson or arson-for-profit the Plans are experiencing. 

Apparently, one of the reasons the insurance industry is 
experiencing most of the arson or arson-for-profit is because 
PArR Plans write only a small percent Of the fire insurance 
being written in many States. Pennsylvania and New York Plan 
officials said they write about 2 and 5 percent, respectively, 
of the total in their States. The Washington FAIR Plan sells 
less than one-half of one percent (about $500,000) of the 
fire and related lines of insurance sold in the State. The 
latest statistics available for Washington show that losses 
from arson or suspected arson were about $2 million in 1976. 
Also; in Texas, where there is no FAIR Plan arson losses in 
Houston alone in 1977 were an estimated $10.3 million. The 
Houston fire marshal said he believed that about 50 percent 
of the dollar loss from fires in Texas was arson-for-profit 
related. 

Although a FAIR Plan may write a small percent of the 
policies in a state, the Plan's portion of the $tate's arson 
losses may be greater than its portion of the fire insurance 
written in that State. A Massachusetts FAIR Plan official 
estimated that 40 percent of the arson in the State was FAIR 
Plan-related, even though the Plan writes only 15 percent 
of the State's fire insurance. 

Problems affectina arson-for-profit 

The insurance industry; insurance trade association 
and FAIR Plan officials with whom we met pointed out 
numerous problems affecting the arson-far-profit problem. 
Some of these problems were of a local nature and some 
were related to State law or requirements. In addition 
to Federal regulations, FAIR Plans must generally operate 
under the same state laws that regulate private ins~rance 
companies. Some of the problems mentioned by officials 
with whom we met, follow. 

--There is little real incentive for the insurance 
industry to do anything about arson. One insurance 
company official said that even if property owners 
can be proven guilty of committing arson, the insur­
ance companies must still pay mortgages on the pro­
perty. Insurance companies have also adopted an 
attitude that money should probably not be spent 
to investigate suspected arsonists because the 
chances of conviction are only about one percent, 
and the suspects may sue the companies for punitive 
damages. Another insurance company official told 
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us that from a financial point of .iew it did not 
make sense in many cases to try to prosecute, and 
that it was less expensive to pay the claims. We 
noted that a September 1977 study 1/ on fires in 
urban areas states that at the present time, pro­
perty owners contemplating arson can feel secure in 
the knowledge that the~ have in excess of a 98-per­
cent chance of not being convicted and, until thip is 
changed, the threat of prosecution will have little 
preventive effect. 

--Officials from seven FAIR Plans, as well nS other 
officials, said that prosecutors.generalJy did not 
want to take an arson case because arso~ was so 
difficult to prove. 

--We were told that police departments in some cities 
consider arson investigation a fire department matter, 
and that the fire departments regard arson a crime 
and, therefore, a police matter. As a result, arson 
does not get much attention from either department. 

--state laws or requirements in some cases hinder ef­
forts to control arson. Perhaps the requirement men­
tioned most concerned the basis for paying claims. 
Some States require that the "actual cash value" 2/ 
of a property at the time of the loss be used as the 
basis for paying a claim without consideration of mar­
ket value of a property. This provides an incentive 
for arson according to the Battelle report, because it 
can overcompensate owners which have propertieo with 
higher actual cash values than market values. The ac­
tual cash value concept for paying claims may also 
have an adverse effect when insurance policies are 
written in that it sometimes results in overinsuring. 
For example, Illinois FAIR Plan officials told us that 
they generally give property owners the amount of in­
surance requested without determining the property's 
value. This is done because in the event of loss, the 
owners will receive payment based on the actual cash 
value of the property at the time of loss, not its 
value at the time the insurance was written. The 
September 1976 Battelle report recommended that the 

l/A National Fire Prevention and Control Administration­
- funded study called "FIRES IN RESIDENTIAL NEIGHBORHOODS: 

A SURVEY OF CAUSES AND LOCAL EFFORTS AT PREVENTION". 
2/This is generally defined as replacement c6st less 
- depreciation. 
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National Association of Insurance Commissioners 1/ 
"specifically study the impacts of state laws 
which may compel insurance companies to pay insur­
ance claims greater than the market 'values of insured 
properties". We were told that the Commissioners plan 
to meet in June 1978, to discuss the Battelle report 
recommendations. 

--The Privacy Act was mentioned by almost everyone with 
whom we met as a prpblem hindering arson investigation. 
Many FAIR Plan officials said that if the fire depart­
ment wanted information from FAIR Plan files concern­
ing property owners or property, because of the Privacy 
Act, the fire department would have to subpeona the 
information. Also, an insurance company cannot make 
other companies aware of information or share infor­
mation concerning a suspicious policy holder, accord­
ing to FAIR Plan and insurance company officials. 
Ohio, however, has passed a law requiring insurance 
companies (and the FAIR Plan) to provide information 
to fire and other public investigative personnel on 
demand. The insurance industry has also taken action 
through the American Insurance Association to share 
information concerning fire losses. The property 
Insurance Loss Register, a nationwide fire loss his­
tory file, has been established to contain informa­
tion on every fire claim that has been filed with 
insurance companies subscribing to the register. As 
of January 1978, insurance companies writing about 75 
percent of the fire and related lines of insurance in 
the Nation had subscribed. According to the American 
Insurance Association, this history file will help 
identify insurance fraud, including 

--purchase of duplicate insurance from two or more 
companies and full claims payment from both com-
panies for the same loss, . 

--known major arson and property fraud rings, moving 
with impunity from city to city, and 

--publicly known criminals and arsonists concealing 
true ownership of intended fraud fire property 
through "straw" ownership or listing themselves 
as mortgagees. 

l:,/An association rel?resenting State insuranc'e departments 
or author ities. 
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Arson-for-profit in FAIR Plans 

FAIR Plan officials believe that arson-for-profit is 
a problem in FAIR Plans. These officials, however, were 
not able to 9rovide us statistics showing how serious the 
problem is. Although the cause(s) of about 28 percent of 
the fires in Illinois FAIR Plan-insured properties were not 
determined, the Metropolitan Chicago Loss Bureau, 1/ which 
settles Plan claims did make an analysis of Plan claims paid 
in calendar year 1977. The Bureau statistics show that 33 
percent (685) of the Plan fire claims were incendiary (arson 
and arson-for-profit). These claims totaled about $7.7 mil­
lion, or 37 percent of the amount of all claims received. 
The Bureau was able to identify evidence of owner involve­
ment in the fires in 11 percent of the FAIR Plan claims--or 
18 percent of the known incendiary fires claims' amount. In 
addition, according to the Bureau, the FAIR Plan also received 
593 claims totaling about $6.6 million during 1977 for fires 
for which the cause was not determined. The Bureau did not 
know how many of these claims resulted from incendiary or 
arson-for-profit fires. 

Arson-for-profit statistics are difficult to develop, 
FAIR Plan and insurance industry officials have indicated 
that investigations of suspicious fires by local fire and 
police departments are sometimes inadequate, and that some 
FAIR Plans do not adequately investigate arson cases. Arson 
can be proven in many suspicious fires, but proving owner in­
volvement is difficult, according to these officials. 

The Massachusetts FAIR Plan does have several people 
under indictment for arson, including suspected organized 
crime figures. FAIR Plan officials said that five FAIR 
Plan-insured properties had burned that were owned by or­
ganized crime or in some way related to organized crime. 
One fire resulted in a loss of over $400,000. FAIR Plan 
officials said they could not prove that this fire ~as 
arson but that they believed it was. These officials also 
said that crime rings other than organized crime were also 
involved in arson-for-profit in the Boston area. One crime 
ring identified last year was responsible for several known 
arson fires, and one official said that although numerous 

1/ A privately supported, nonprofit organization that 
supervises adjustment of property claims for its 125 
member insurance companies. 
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arrests had been made, this was only the "tip of the iceberg". 
The private investigators hired by the FAIR Plan uncovered 
evidence that there was much more arson-far-profit in the 
Boston area, as well as other areas, but dfd not pursue 
these other cases because of manpower and funding limita­
tions. FAIR Plan officials said that they had paid about 
$900,000 for three large arson investigations in the Boston 
area. The investigators told us that insurance companies, 
as well as the FAIR Plan, were experiencing arson-far-profit 
losses in the Boston area. 

The September 1977 study on fires in urban residential 
neighborhoods, funded by the National Fire Prevention and 
Control Administration, states that arson has become one 
of Boston's most serious crimes. The study also points 
out that to a great extent, fire is devastating Boston's 
neighborhoods because someone profits from it. According 
to the study, those who profit not only profit from the 
fire itself but from the whole cycle of deterioration that 
always precedes it. The study also states that while the 
pattern of fraud seems to be premeditated, financial hard­
ship or the sudden attraction of getting a financial wind­
fall can also lure otherwise honest property owners to 
disinvest in their property and allow it to be-torched. 
The fuel that keeps fires raging in Boston's neighborhoods 
is insurance money, according to the study. 

As noted eariier, one Massachusetts FAIR Plan official 
estimated that 40 percent of Massachusetts arson was FAIR 
Plan related; the Plan writes about 15 percent of all the 
fire insurance written in Massachusetts. About 57,000 
FAIR Plan policies were in force in Massachusetts as of 
September 30, 1977. 

The Pennsylvania FAIR Plan has also had arson-fer-profit 
fires that involved organized c~ime. The FAIR Plan ,had a 
listing of arson or suspicious fire losses, most of which 
occurred in 1976 and 1977, that totaled $1.8 million. FAIR 
Plan officials told us that the arson-f0r-profit evidence 
for some of these losses was circumstantial and arson could 
not be proven in a criminal court. Payment of the claims, 
however, can and have been denied in civil courts using such 
evidence. 

Although arson-far-profit may occur as a result of many 
different situations, a typical case would involve the 
following circumstances. A property is purcha~ed at a very 
low pric~. A few improvements are made, or merely started, 
to justify an increase in the property's ins~rable value • 
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The property may be "sold" to a fellow conspirator at an ar­
tifically inflated price; the true owner may become the mort­
gagee. An insurance policy for an amount substantially 
greater than the market value is then obtained. Shortly 
thereafter, a fire destroys the property. In one instance, 
in a Massachusetts FAIR Plan investigation, property pur­
chased for $1,000, was covered by a $25,000 insurance policy. 
A sUspicious fire resulted and the FAIR Plan paid a claim of 
$16,000 an this property. 

Property Insurance Plans Service Office 1/ officials 
said that FAIR Plans are not accomplishing their intended 
objective of revitalizing urban core areas. Instead, they 
said, the program is having the opposite affect. Slum land­
lords many times walk away from burned buildings without 
making repairs with the insurance money received as a result 
of fires. When a landlord walks away without making repairs, 
the whole neighborhood begins to deteriorate, according to 
these officials. The cities are helpless to do anything 
because property owners cannot be located or, if they are 10-' 
cated, they cannot be forced to make necessary repairs. In 
some instances, the repair costs may exceed the market value 
of the property and, therefore, there is no financial incen­
tive for the owner to make repairs. Nonowner-occupied pro­
perty held for investment purposes poses the greatest risk 
of arson-for-profit--about double the rate of owner-occupied 
properties--according to these officials. 

AMOUNT OF INSURANCE AND THE 
BASIS FOR PAYING CLAIMS 

Three of the nine FAIR Plans we contacted were generally 
providing insurance coverage in amounts the owner tequested, 
without regard to the actual value of the property. FAIR Plan 
and insurance industry officials we interviewed believe this 
results in overinsuring property which is a major incentive 
for arson-for-profit. Five other FAIR Plans providing owner­
requested amounts of insurance in the past subsequently 
changed their underwriting criteria to limit coverage to the 
property's market value. One FAIR Plan official said that by 
eliminating overinsurance and the incentive for arson, 
his Plan had reduced its losses substantially. 

FAIR Plans generally insure properties in economically 
declining neighborhoods in which replacement cost less 

1/ A national association representing all FAIR Plans. 

12 

, 



r 

441 

APPENDIX I APPENDIX I 

depreciation is much greater than the market value of the 
property. In four of the nine States that we visited, FAIR 
Plans as well as insurance companies are required to pay 
losses at replacement cost less depreciation I thereby pro­
viding policy holders with an incentive for arson. 

In addition, 20 States require FAIR Plans and insurance 
companies, to pay property owners the face value of their 
policies in the event of a total property loss. These pay­
ments can result in financial gains to the owners because 
the amount the owners are paid exceeds the market value of 
the property. 

Overinsurance 

The amount of insurance FAIR Plans are willing to write 
on properties differs among FAIR Plans. Three of the nine 
FAIR Plans we contacted generally provide the amount of in­
surance the property owners request without attempting to 
determine the property's actual or market value. As a result, 
properties can be insured significantly above their actual 
market values by the District of Columbia, Illinois and 
New York FAIR Plans. 

Various FAIR Plan and insurance industry officials have 
stated that overinsured properties provide great incentives 
for arson to property owners. Various studies have also con­
cluded that overinsurance is a significant factor in the 
arson problem. The September 1977 report from the National 
Fire prevention and control Administration-funded study, for 
example, states that arson~for-profit will be difficult to 
contain as long as buildings can be easily overinsured and 
the risk of being convicted of arson is so low. The report 
also states that insurance companies recognize the problem 
but ha~e done little to stop it because there is no built-in 
disincentive to stop it. According to the report, ~he only 
sure response to this problem is tighter regulation by State 
insurance commissioners and refusal by these commissioners 
to allow increases in FAIR Plan rates as long as FAIR Plans 
cannot show conclusively that they are making more than a 
token effort at preventing arson through overinsurance. 
As long as reinsurance companies can pass on arson losses 
through rate increases, they are unlikely to take action 
addressing the problem. 

Also, the Battelle Laboratories September 1976 report 
on arson states that there is a need for a reexamination of 
the insurance underwriting practices and regulations that 
impact on arson. According to the report, one basic problem 
is that of avoiding too much insurance on a property. 
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According to District of Columbia, Illinois and New York 
FAIR Plan officials, these FAIR Plans generally sell property 
owners any amount of insurance they request because claims 
must be paid based on the actual cash value of the property 
at the rim~ of the loss. Illinois and New York Plan offi­
cials said thnt it WI~S therefore, meaningless, time consum­
ing and sometimes co~tly to establish property value at the 
time insurance is written. An Illinois FAIR Plan official 
said that detetmining the value of property at the time of 
insuring it would be too costly, requiring an appraisal. The 
cost to have the prope~ty appraised would in some cases ex­
ceed the insurance premium collected from the property owner. 
As a result, the FAIR Plan does not appraise properties or 
attempt to determine their value. 

According to FAIR Plan officials, the Massachusetts, 
Maryland, Pennsylvania, and Rhode Island Plans had been pro­
viding Qoversge in the past based on amounts requested by the 
owners !ather than limiting coverage to market values. These 
plans subsequently changed their underwriting criteria to 
li~it (overage to market values because ther believe that 
older practices were overinsuring properties and, thereby, 
providing an incentive for arson. 

Massachusetts law also requires that insurance claims 
be paid based on properties' actual cash values. The 
Massachusetts FAIR Plan, however, does not let this dic­
tate the amount of insurance it will write on property. The 
Massachusetts Plan, which has had a serious arson problem, 
is now assuring that properties are only insured in amounts 
up to their fair or market values--generally the amount for 
which the property could be sold. Massachusetts FAIR Plan 
officials said that there are a number of ways to determine 
tbe fair market value of a property without paying for a 
costly professional appraisal. They stated that no precise 
market value determination can be made but that an approx­
imate market value can be determined. One indicato~ they 
use is the selling prices of properties recently sold in 
the neighborhood. This can be obtained easily from pub­
lished real estate transfer directories. Other indicators 
of property values used by the Massachusetts Plan are pur­
chase price and tax assessed values. FAIR Plan officials 
said, however, that they had not operated under this new 
policy long enough to measure the impact it will have on 
arson. 

The Maryland and Pennsylvania FAIR Plans now attempt, 
to some degree, to limit the amount of insurance they will 
sellon a given property. A Maryland FAIR Plan official told 
us that, as a result of an analysis of FAIR Plan losses, the 
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Plan's underwriting criteria was revised for investor-owned, 
nonowner-occupied habitational properties. R~ ~lRO, said 
that about 83 percent of the FAIR Plan'~ losses were from 
these kinds of properties. The FAIR Plan's analysis showed 
that in many instances the amounts Of insurance coverage 
being requested bore no relationship to the actual cash value 
of the properties. The analysis also pointed out that the 
practice of giving an owner more insurance than the actual 
cash value of his property as the FAIR Plan had been doing 
had necessitated settlement of claims by the rAIR Plan where 
the cost of repairs exceeded the actual cash value of the 
property. 

The primary change that the Maryland Plan made in 1976 
was to try to bring the amount of insurance in line with pro­
perty values. The FAIR Plan official said that the Plan 
started challenging applicants that wanted more insurance 
than the Plan thought it should provide based on a number of 
factors including, the original cost of the building to the 
insured (applicant), the economic value, age and conditiDn 
of the building, market value, depreciation and deterioration 
and repairs and renovations made. -Although property OWners 
and public insurance adjusters, according to the FAIR Plan 
official, were very upset with the new criteria, the number 
of fires in properties covered by the new policy decreased 
substantially. During the first 6-month period (May 1976 
to october 1976) operating under the new criteria the number 
of losses were reduced substantially. The FAIR Plan official 
attributed the decrease to the new underwriting ctiteria. 

Until their policY was changed in 1974, the Pennsylvania 
FAIR Plan also provided insurance in amounts requested by the 
owners, according to Pennsylvania FAIR Plan officials. rhese 
officials said current Plan practice is to provide insurance 
at the market value of the property but the Plan will insure 
up to a value of 150 rercent of purchase price, if ~he total 
insurance coverage is less than $50,000. Also, if it is an 
active bUsiness, the FAIR Plan will provide a ~reater amount 
of insurance than the purchase price of the property. The 
Pennsylvania FAIR Plan does not make or have property apprais­
als made to try to establish property values because it is too 
expensive, according to FAIR Plan officials. 

Fees collected by insurance a~ents and brokers may also 
affect the amount of insurance requested. Massachusetts and 
New York FAIR Plan officials tOld"us that property owners 
often go through agents and brokers to get insurance, instead 
of applying directly to the FAIR Plan. FAIR Plan officials 

, said that fees collected by agents and broke~s, who are res­
ponsible for a significant portion of the insurance these 
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Plans write, are based on the amount of insurance that FAIR 
Plans and insurance companies write on properties. For 
example, agents and brokers providing insurance through the 
New York FAIR Plan get a lO-percent commission on the amount 
of insurance obtained. This practice, combined with the fact 
that some FAIR Plans'are providing insurance in virtually any 
amount requested, could, in our opinion, result in overinsur­
ing properties, thus, creating arson incentives. 

Actual cash value 

Illinois FAIR Plan otficials told us that actual cash 
value has been defined as replacement cost minus depreci­
ation. According to these officials, payment of insurance 
claims at this value sometimes requires them to pay property 
owners more than the market value of their property (more 
than that for which the owners could sell their properties). 
Properties in older urban areas suffering economic decline 
ars more likely to have market values that are significantly 
below the actual cash values (replacement cost less depreci­
ation) and are located in areas in which FAIR Plans generally 
provide coverage. Both FAIR Plan and insurance company offi­
cials told us that this difference between market value and 
actunl cash value is a real incentive for "torching" run down 
property~ 

Other States that require use of the actual cash value 
basis to pay property insurance claims have recognized that 
use of this value alone could ~esult in paying property 
owners more than the market value of the property. As a re­
sult, courts in these States require that actual cash value 
be determined using the "broad evidence rule". This rule 
allows insurers to consider, in addition to replacement cost 
minus depreciation (actual cash value), other values in deter­
mining a fair amount to pay property owners whose properties 
have been destroyed by fire. Such other values include the 
rental value, the market value, and the economic vaiue of 
property. Proponents of the bro~d evidence rule believe that 
using all these values will help assure that property owners 
will not be overcompensated f~r fire losses. 

"Valued policy" States 

TWlnty States have passed laws, often called the "valued 
policy law", to discourage insurance companies and FAIR Plans 
from selling--and protect consumers against buying--more in­
surance than is needed to fully compensate property owners 
for total property losses. FAIR Plans are operated in seven 
of these States. Generally, this law requires insurers, in 
case of a total property loss, to pay property owners the 
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face amount of the policies regardless of property market 
value. This may reduce the incentive for insurers to over-

~ insure property especially property in economically declining 
areas. None of the FAIR Plans we visited were in States that 
had a valued policy law, so we do not know what impact it has 
on arson in FAIR Plan-insured properties. Even though this 
law may help to reduce oVerinsuring and remOve arson incen­
tives, it may create an incentive for arson"in areas where 
property values are declining. property value would be es­
tablished at the time the policy is written but this value 
could rapidly decline. Property owners would have incen­
tives to burn their properties knowing that they would col­
lect the face amount of their insurance policies, not the 
actual cash value of the property at the time of the loss. 

NEED FOR GREATER AUTHORITY 
!9 DENY OR LIMIT COVERAGE 

FAIR Plan officials that we contacted believe that Plans 
are operating in a 'manner that encourages arson-for-profit. 
These officials, as well as insurance industry officials with 
whom we met, contend that, FAIR Plans provide insurance to 
almost everyone due to FIA's attitude that no one sh¢uld be 
denied insurance coverage. All FAIR Plans we visile~ ex­
pressed the need f~r more flexibility in their underwriting 
perogatives which would provide greater autnority to deny 
insurance or otherwise limit coverage and theteby ~rovide 
a means of reducing arson-for-p,ofit. 

Some of the specific problem areas FAIR Plan and/or 
insurance industry officials mentioned were 

--inability to consider the applicant's character, 

--requirement to provide immediate coverage before 
properties can be inspected, and 

--need to revise PIA's required 30-day notice before 
policies cart be cancelled. 

FIA doeS encourage FAIR Plans to control arson through 
the underwriting process, and FIA's regUlations do not re­
quire FAIR Plans to prov)ve insurance to everyone, according 
to an FIA Official. The official could not provide us with 
information as to what specific actions have been taken by 
rIA to help FAIR Plans reauce arson. 

The Urban Property Protection and ~einsurance Act of 
1968/ as amended, which authorized FAIR Plans states that 
one of the purposes of the act is to uencourage and assist 
the various State insurance authorities and the property 
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insurance industry to develop ~n~ carry out statewide pro­
grams which ~ill make necessary property insurance coverage 
against the fire, crime. and other perils more readily avail­
able for residential, business, and other properties meeting 
reasonable underwriting standards" (underscoring added). The 
act also states that the Congress finds that "responsible 
owners of well-maintained (underscoring added) residential, 
business, and other properties in many" urban areas "are un­
able to obtain adequate property insurance against fire,* * tIl. 

The act further states that FAIR Plans may vary from State to 
State because of local conditions but all Plans shall contain 
provisions that no risk shall be denied insurance coverage 
unless, a~ong other things, there has been a determination 
that "thi risk does not meet reasonable underwriting stan­
dards at the applicable premium rate". Apparently, the 
Congress did not intend that Plans insure every property in 
urban core areas. 

In addition, FIA regulations do not apparently require 
that all properties be insured. These cegulations state that 
after a FAIR Plan inspects property it must promptly notify 
the applicants that it agrees to write cove~age or that it 
declines to write coverage because the property does not 
meet reasonable underwriting standards, stating the specific 
informatign that constitutes the basis for this determination. 
The r~gulations state further that reasonable underwriting 
standards for declining properties must be relevent to the 
perils against which insurance is sought including 

--physical condition of the property; 

--the property's present use, such as extended vacancy 
or improper ~tcrage of flammable materials; or 

--other specific characteristics of ownership, condi­
tions, occupancy, or maintenance that violate the 
law or public policy and that result in a sUDstan­
tially increased exposure to loss. 

Illinois FAIR Pl~n officials told us that FIA's inter­
pretation of "reasonable underwriting standards" was such 
that FAIR Plans had to insure just about any property with 
little concern about risk. They said that there were gen­
erally only three reasons under which they could refuse 
insurance: 

--if previous unrepaired fire damage exists, 

--if ~he property owner has been convicted of arson, or 

--if the property is vacant. 
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These officials said that they are refusing insurance to on'lY 
about one applicant out of every 100 that applies for property 
insurance. 

Pennsylvania and Washington FAIR Plan officials also told 
us that FIA requires them to insure undesirable risks. These 
officials said that the best way to prevent arson losses is to 
be careful in underwriting and not insure all applicants. The 
Pennsylvania FAIR Plan originally accepted all applicants 
but recently has attempted to rp.duce its losses by denying 
coverage to poor risks. The Seate insurance department has 
approved these efforts. Pennsylvania FAIR plan officials 
believe that their Plan has been given more flexibility in 
its underwriting than other plans have. They said, however, 
that FIA has put pressure on the States to grant all appli­
cants insurance. The Pennsylvania officials also said that 
if FIA encouraged states to give FAIR Plans greater peroga­
ti'les to deny or limit cove'rage, state insurance authorities 
would grant FAIR Plans greater flexibility. 

A Washington FAIR Plan official said that PIA'has criti­
cized him for being too selective as to properties tbat he 
insures. He said that FIA could reduce the incentive for 
arson if it would permit FAIR Plans to be more selective. 
He said also that FIA is pushing FAIR Plans to insure every­
thing, including high-risk properties, and at a reasonable 
rate. 

Officials of the Property Insurance P~ans Service Office 
said that FIA was discouraging FAIR Plans from being selective 
in underwriting. Insurance industry, FAIR Plan and Service 
Office officials mentioned an October 1977, letter from PIA 
to the Massachusetts FAIR plan manager as indicative of FIA's 
attitude towards fighting the aFson-for-profit problem in 
FAIR ;lans. The letter stated .that ". * * 'arson for profit' 
can be successfully attacked, as you have so ably demonstrated, 
through post-claim review and vigorous prosecution of the cul­
prits as oppo~ed to attempts to combat it through screening 
and selection practices* * *". FAIR Plan, Service Office, and 
industry Officials disagree with this and said that this atti­
tUde indicated a disregard for lives that are lost and millions 
of dollars of property damages that result from arson. 

One insurance company official who serves on a Plan's 
board of governors told us that he thought that the standards 
for underwriting in PAIR Plans were very low. According to 
this official, these low standards result in losses which 
are passed on to insurance companies and, ultimately, to pro­
perty owners buying insurance from these companies. He also 
said that FAIR Plans have increased the incidence of arson­
for-profit because if these Plans had not been established 
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many of the properties being burned could not get insurance 
and, therefore, no incentive to burn them. According to this 
official, one thing that could be done to improve FAIR Plans' 
arson records, is to allow the Plans to be more selective as 
to the properties they insure. 

Character of the insured 

FAIR Plans do not have the same perogatives that insur­
ance companies have, according to FAIR Plan and insurance in­
dustry officials. For example, ar insurance company can de­
cline to insure an individual after he has had a suspicious 
fire. Pennsylvania Plan officials said that the insurance com­
pany will pay the claim without contesting it and then refer 
the individual to the FAIR Plan for insurance. The FAIR Plan 
cannot refuse to insure this individual, according to a 
pennsylvania FAIR Plan official. 

FAIR Plan and insurance company officials believe that 
factors other than location must be considered by FAIR Plans 
before writing insurance, as is done in the insurance industry. 

According to one insurance company official, the original 
purpose of FAIR Plans was to provide insurance in those instan­
ces where the insurance industry would not "solely because of 
where the property is located". He said that FAIR Plans, 
therefore, should be granted all of the perogatives of the 
industry except location. 

Illinois FAIR Plan officials said that FAIR Plans need 
to evaluate not only the property but the property owners as 
well. Although these officials said that the owner's atti­
tude is important, they do not obtain information concerning 
this matter. Some of these other factors, often referred to 
as "moral hazards", concern the characte! and attitude of 
insureds and would include such information as the 2erson's 
or company's financial condition, tax arrearages, housing code 
violations, use being made of the property and the insured's 
history of fires. Use of some of this information would re­
quire access to city records. As an example, Plan officials 
cited city inspection records on an owner's violation of build­
ing codes, the length of time the violations have remained un­
corrected, and renter complaints. 

Officials of two FAIR Plans noted that such information 
may not be readily available because the city government may 
not cooperate, the cost to get the information may be too ex­
pensive, or it may be illegal for the FAIR Plan to get the 
information. 
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However, certain FAIR Plans are now receiving data from 
the city governments and using it in their underwriting ac­
tivities. For example, the New York FAIR Plan has aCcess to 
local tax records and building violations ~nd have included 
in their underwriting criteria, provisions that allow them 
to deny coverage to individuals for unpaid taxes and building 
violations • 

Certain FAIR Plan and Service Office officials stated 
that insurance could not be denied to an individual with a 
history of fires even if the fires were found to be suspi­
cious in nature. According to FAIR Plan officials, one FAIR 
Plan denied coverage to a property owner who was under indict­
ment for arson. FAIR Plan officials stated that the case was 
appealed to the State insurance authority, and the FAIR Plan 
was reguired to provide the insurance. FAIR Plan officials 
indicated that only a convicted arsonist can be denied insur­
ance by a FAIR Plan. New York FAIR Plan officials also men­
tioned that insurance could not be denied to an individual 
wi tho a numbe r 0 f f ires no r could he be otherwise penal i zed. 
These FAIR Plan officials feel that this type of person, if 
not involved in suspicious fires, is at least negligent and 
should be penalized, perhaps through the use of a deduct­
ibility clause in the policy--increase the amount property 
owners must pay toward any losses. 

Pennsylvania FAIR Plan officials stated that if a known 
organized crime figure had a suspicious fire and the FAIR Plan 
was resisting the claim on that property, the FAIR Plan could 
not deny insurance coverage on other property to the same 
individual. These officials indicated that they were now at­
tempting to justify the need for such authority with their 
State insurance authority. 

Other information on "moral hazard" may be available from 
sources other than local governments, including the.insured. 
These would include the history of fire claims and the fin­
ancial condition of the insured or his business. 

W'1 believe that FAIR Plans could receive city government 
and other information which would assist in evaluating owners 
and their attitUdes. 

FAIR Plans want to chanqe the 
insurance cancellatlon reguirement 

Seven FAIR Plans we visited complained about the FIA 
'0quired 30-day notice before a policy can be cancelled. 

r rllinois, New York, Massachusetts and PennsY.lvania FAIR Plan 
officials, as well as insurance company Officials with whom 
we met, said that this requirement was unreasonable. in cases 
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where it is known that an insured building is going to be 
burned. A Massachusetts FAIR Plan official said the require­
ment was costly. For example, he said that the FAIR Plan once 
spent about $10,000 to provide 24-hour security for a building 
for 30 days after giving notice of cancellation. None of the 
FAIR Plans had statistics to show dollar losses or the number 
of properties that had burned during the 3~-day period follow-
ing issuance of a cancellation notice. ~ 

FIA's 3~-day cancellation requirement for FAIR Plans is 
generally a longer period than most States require for insur­
ance 'companies. For example, the State of Rhode Island has a 
5-day cancellation requirement applicable to the insurance 
industry while the Rhode Island FAIR Plan, until last year, 
was required to give a 3~-day notice. After the Rhode Island 
State insurance department appealed to FIA, FIA granted the 
FAIR Plan authority to cancel an insurance policy after 
giving a 5-day notice, provided the State insurance depart­
ment approved each case. The Massachusetts FAIR Plan has 
since asked FIA to grant it the same authority. 

Illinois and New York FAIR Plan officials told us 
that a 5-day requirement, in their opinion, would be very 
helpful to them. Illinois and New York have asked FIA 
to waive its 3~-day cancellation requirement under certain 
circumstances. The New York Plan's request was not granted 
because it did not, according to FIA, show that the existing 
requirement was inequitable or caused undue hardship to 
the Plan. Illinois' request was granted where specific con­
ditions existed but, according to FIA, the Illinois legis­
lature in 1975, passed into law a 30-day cancella~~~n re­
quirement which included the FAIR Plan. An IllilO~ in­
surance department official said that the 1975 law did not 
apply to the FAIR Plan. FAIR Plan officials, however, said 
that their counsel had determined that the Plan did have to 
comply with this law. 

The September 1977, National Fire Prevention and Control 
Administration-funded study on fires in urban residential 
neighborhoods states that insurance coverage on abandoned 
buildings should be terminated more quickly. As soon as 
abandonment occurs in these structures, the time frame 
before a major fire occurs can be measured in a matter of 
days, according to the study. 

Providing insurance before inspecting property 

The New York and Massachusetts FAIR Plans are required 
to provide insurance on properties before th,ey have an oppor­
tunity to inspect the properties. This practice, which is 
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required by the New York Plan's board of directors, results 
in a large number of policies being cancelled after the FAIR 
Plan has had an opportunity to inspect the properties. If the 
FA!R plan decides not to accept the property a 30-day notice 
of cancellation is issued, as required by FlA. This gives 
property owners at least 30 days of full insurance coverage 
regardless of the property's condition. 

Massachusetts FAIR plan officials said that about 25 per­
cent of the insuranre written monthly (about 1,000 policies) 
is immediate-type covclrage--coverage before inspecting the 
property. According to these officials, this practice is 
required by State l~w. 

FAIR plan actions 

Within the last few years FAIR Plans began to realize the 
seriousness of the arson-for-profi~ problem. Suspected arson 
fires are being analyzed by some FAIR Plans to try to deter­
mine why these fires occur so that corrective actions can be 
taken to prevent them. The Massachusetts and Rhode Island 
FAIR Plans appear to have done more than any of the other 
Plans we visited to try to control the arson problem. Most 
of the changes they are making or want to make do not re­
quire FIA's approval. They feel that underwriting pero­
gatives are available for FAIR Plans to use. Recent actions 
the Massachusetts and Rhode Island Plans have taken or have 
proposed include 

--use of Plan-imposed deductibles~ 

--right to decline insurance on certain idle and/or 
unoccupied properties; 

--right to decline insurance on buildings in which any 
combination of the following exists: (1) failure 
to pay real estate taxes for three or more years; 
(2) failure to furnish heat, water, or public light­
ing for 30 consecutive days or more; (3) failure to 
correct conditions dangerous to life, health or safety; 
or (4) failure to supervise building(s) in accordance 
with public law~ and 

--use of a S-day cancellation notice instead of the PIA 
30-day reqUirement. 

Massachusetts and Rhode Island FAIR Plan officials told us that 
they had not operated under these new practices long enough to 
measure the impact they will have on arson. They believe that 
these practices will eliminate some of the arson-for-profit in 
PAIR Plans. 
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We discussed with an FIA official the FAIR Plans' con­
cerns regarding the need for additional underwriting pero­
gatives and flexibility to deny insurance under certain cir­
cumstances. The FIA official said that FAIR Plans were not 
required to insure everyone and, specifically mentioned that 
there was no FIA requirement that property owners under in­
dictment for arson or those with a history of suspicious fires 
be insured. He also said that FIA had sent some arson-related 
information to FAIR Plans and/or State insurance departments 
although officials from the FAIR Plans we visited said that 
they had not received any guidance from FIA concerning the 
arson problem. Except for correspondence concerning four 
FAIR Plans' requests to use a S-day cancellation notice in­
stead of FIA's 30-day notice, FIA could not provide us with 
any arson-related information that had been sent to FAIR 
Plans. The FIA official said that FIA's role concerning 
FAIR Plans is not that of telling the Plans how to operate. 
FIA's concern is that insurance under FAIR Plans is not 
denied unfairly to those needing it, according to this offi­
cial, and that the individual States must directly supervise 
the FAIR Plans. 
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CONCLUSIONS AND RECOMMENDATIONS 

CONCLUSIONS 

FAIR Plan and insurance industry officials believe that 
arson-for-profit is a serious problem in the FAIR Plans as 
well as in the private insurance market. Due to the lack of 
specific data, the significance of the problem cannot be 
demonstrated. 

Providing insurance in an amount exceeding property 
value is considered an important incentive for arson-for­
profit. Of the nine FAIR Plans we contacted, three are pro­
viding insurance to property owners without attempting to 
determine the property values, thus providing owners the 
opportunity to overinsure. Officials from the three Plans 
believe il meaningless and costly to determine value at the 
time insurance is provided because claims are paid on the 
basis of property value at the time of loss •. Other FAIR 
Plans, however, are now establishing property value when 
insurance is provided and attempting to limit coverage to 
that value. Using a number of values, such as purchase 
price, selling price of similar properties in the immediate 
area, and tax assessed values property value can be reason­
ably estimated. Guarding against Over insuring removes an 
important incentive for arson-for-profit. 

In case of fire, claims are paid at actual cash value 
or replacement cost less depreciation. Insurance proceeds 
based on this value can provide property owners more than the 
market value of their properties. This is an incentive for 
arson-for-profit Which does not exist in States that have 
adopted the "broad evidence rule," allowing consideration of 
other property values, such as market, rental. and economic 
values. 

Many FAIR Plan officials believe Plans arf encouraging 
arson-fo~-profit by prnviding insurance to almust everyone 
who requests it. Certain FAIR Plan officialS believe there 
is little they can do until FAIR Plans receive addltional 
underwriting authority from FIA to deny, limit or modify in­
surance coverage. Other FAIR Plans we visited are making 
or have recently made changes in their underwriting criteria. 
We believe that some of these changes would b~ ~seful to 
other FAIR Plans. Because there is little communication 
among the FAIR Plans, however, the Plans are nat aware of 
all that others ore doing to control arson. FAIR Plan offi­
cials agreed that more can and should be done to provide 

( greater underwriting flexibility to FAIR Plans. 
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FAIR Plan officials believe that the character and 
attitude of the insured should be considered in the Plan's 
determination to grant coverage. Such information would 
include the owner's history of fires, his personal or busi­
ness's financial condition, tax arrearages, and other moral 
hazard factors. 

Seven of the FAIR Plans we visited disagreed with FIA's 
requirement that a 30-day notice must be given before a 
policy can be cancelled. FAIR Plan officials believe the 
requirement is unreasonable when the Plan knows an insured 
building is going to be burned. The 30-day requirement is 
generally longer than most States require for insur~nce 
companies. Some FAIR Plan officials have suggested as-day 
requirement which has been approved by FIll. for the Rhode 
Island FAIR Plan, subject to case-by-case approval by the 
State insurance department. 

RECOMMENDATIONS 

We recommend that the Secretary of Housing and Urban 
Development direct the Administrator, Federal Insurance 
Administration to revise FIll. regulations to: 

--Require that all FAIR Plans establish property value 
at the time of underwriting and eliminate the practice 
of giving property owners any amount of insurance 
desired. 

--Require all FAIR Plans to obtain and consider 
~nformation concerning the character of the pro­
perty owner in its determination of insurability, 
as the insurance industry does. 

--Permit FAIR Plans to use a S-day cancellation notice 
with State insurance department approval in each 
instance. . 

We also recommend that the Administrator discuss the desira­
bility of adopting the broad evidence rule basis with State 
insurance authorities in those FAIR Plan-States that require 
insurance payments at actual cash value without consideration 
of market ValUe. 
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LISTING OF ORGANIZATIONS 
~~ACTED 

Department of Housin~ and Urban Development: 

Federal Insurance Administration 
Washington, D.C. 

Department of Commerce: 

APPENDIX III 

National Fire Prevention and Control Administration 
Washington, D.C, 

Fair Access to InsUrance Requirements (FAIR) Plans: 

District of Columbia Property Insurance Facility 
Washing ton, D. C. 

Illinois FAIR Plan Association 
Chicago, Illinois 

Joint Insurance Association 
Baltimore, Maryland 

Massachusetts Property Insurance Underwriting 
Association 11 and 

Phode Island Joint Reinsurance Association 11 
Boston, Massachusetts 

New York Property Insu~ance Underwriting 
Associa tion 

New York, New York 

Insurance Placement Facility of Pennsylvania ~/.and 

Insurance Placement Facility of Delaware ~I 
Philadelphia, Pennsylvania 

Washington FAIR plan 
Seattle, Washington 

11 These two FAIR Plans' operations are being managed by 
a joint management team in Boston, Massachusetts. 

~I These two FAIR Plans' operations are being managed by a 
joint management team in Philadelphia, Pehnsylvania. 

27 



456 

APPENDIX III 

Property Insurance Plans Service Office 
Philadelphia, Pennsylvania 

Insurance trade associations: 

American Insurance Association 
New York, New York 

Property Loss Research Bureau 
Chicago, Illinois 

Insurance companies: 

Unigard Insurance Company 
Seattle, Washington 

SAFECO Insurance Group 
Seattle, Washington 

Hartford Fire Insurance Company 
Chicago, Illinois 

Underwriters Adjusting Company 
New York, New York 

Pennsylvania National Mutual Casualty 
Insurance Company 

Harrisburg, Pennsylvania 

State Farm Insurance companies 
Austin, Texas 

Other organizations: 

The New York Board of Fire Underwriters 
New Ycrk, New York 

Texas Insurance Advisory ~ssociation 
Austin, Texas 

Insurance Crime Prevention Institute 
Evergreen Park, Illinois 

Insurance Information Institute 
Seattle, Washington and 
Austin, Texas 

Metropolitan Chicago Loss Bureau 
Chicago, Illinois 
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State Board of Insurance 
AUstin, Texas 

Arson Investigation Unit 
Seattle Fire Department 
Seattle, Washington 

Fire Marshal 
Houston Fire Department 
Houston, Texas 
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FAIR PLANS 

Number of Policies Issued and 
underwriting p~ofit or Loss 

from Inception to September 30, 1977 

California FAIR Plan Association 

Connecticut Insurance 
Placement Facility 

Insurance Placement Facility 
of Delaware 

District of Columbia Property 
InSurance Facility 

Georgia Underwriting 
Ass'::>ciation 

Illinois FAIR Plan 
Association 

Indiana Basic Property 
Insurance Underwriting 
Association 

Iowa FAIR Plan 

Kansas All-Industry 
Placement Facility 

Kentucky Property Insurance 
Placement Facility 

Joint Insurance Association 
(Mclryland) 

Number 
of 

policies 
issued 

655,117 

87,323 

39,779 

136,932 

25,730 

405,929 

21,145 

11,963 

36,282 

68,594 

349,803 

Underwriting 
profit or 
loss (-) 
(note a) 

$ 652,000 

-15,174,000 

-911,000 

-621,000 

431,000 

-411,638,000 

256,000 

-586,000 

-1,135,000 

-4,229,000 

-4,642,000 

2./ Pl:ofit or loss from writing insurance; excludes interest 
earned from investments. 
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APPENDIX IV APPENDIX IV 

Number 
of Underwriting ., pOlicies profit or 

issued loss (-l 

Massachusetts property 
Insurance Underwriting 

... Association 329,008 -$52,4l9,l/00 

I Michigan Basic Property 
Insu.ance Association 820,269 -60,498,000 

Minnesota Property Insurance 
placement Facility 19,352 -2,479,000 

Missouri Property Insurance 
Placement Facility 258,853 -12,315,000 

New Jersey Insurance 
Underwriting Association 366,545 -34,684,000 

New Mexico property 
Insurance program 2,282 236,000 

New York property Insurance 
Underwriting Association 1,187,962 -68,537,000 

North Carolina Insurance 
Placement Facility 64,159 -4,425,000 

Ohio FAIR Plan Underwriting 
Association 163,012 -12,615,000 

Oregon FAIR Plan 
Assoc iation 3,990 ~565,000 

Insurance Placement Facility 
of Pennsylvania 448,926 -13,058,000 

Puerto Rico Fire & Allied 
Lines Underwriting 
Association 1,316 298,000 

Rhode Island Joint 
Reinsurance Associat~on 57,927 -7,270,000 

Virginia Property Insul:ar.ce 
Association 121,607 -2,831,000 

:u 
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Washington FAIR Plan 

Wisconsin Insurance Plan 

(06804) 
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Number 
of 

policies 
issued 

17,889 

71,467 

APPENDIX IV 

Underwriting 
profit or 
loss (-) 

-$ 446,000 
I 

-2,555,000 

,. 

'. 

J 

1 
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CAllfOnce) 
Alliance (JI All \(,!IIcon Insurers 

1776 F Slree!. NW 
W<.l~hlngIOIl. () C 20006 

2023310313 

The Honorable Henry M. Jackson, Chairman 
Senate Permanent Subcommittee on Investigations 
Committee on Governmental Affairs 
101 Russell Senate Office Building 
Washington, D.C. 20510 

Dear Senator Jackson: 

En.closec1 is our statement which ~le respectfully requElst be 
made a part of the hearing rerord on Arson-for-Profit, con­
ducted by the Senate Permanent Subcol\\ll'.ittee on Investigations. 
August 23, 24 and September 13. 14. 1978. 

The Alliance of American Insurers is a major national trade 
association of mor'e than a hundred property and casualty 
insurance companies. Our member companIes provide a full 
range uf property and casualty insu~4nce coverages in the 
50 states and the District of Columbia. 

This statement has been notarized attesting to our belief 
that the contents are factual. 

The Alliance of American Insurers js dedicated to helping 
s~amp out arson. 

Sincerely, 

~ ~i::t;t,.... ~ C· / 
James~. nes, Jr. 
Governmental Affairs Representative 

JEJ/d 

Enclosures 

co: Committee Members excluding exhibits 

34-657 U - 78 - 30 
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statement to the 

Senate permanent Subcommittee 

on Investiga1;ions 

of the 

Committee on Governmental Affairs 

on 

Arson-For-profit 

Submitted by the 

Alliance of American Insurers 

James E. Jones, Jr. 
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The Alliance of American Insurers is a major national 

trade association of more than a hundred property and casualty 

insurance companies. Ou~ member companies provide a full 

range of property and casualty insurance coverages in all 

50 states and the District of Colunibia .. 

This statement is provided to the $lwcommittee to set forth 

the Alliance position regarding the crime of arson and arson­

for-profit. We are seriously concerned about the vicious; 

deadly, and rapidly spreading cancer o'f arson and arson-for­

proLit in the united States. Arson is a killer. It is the root 

cause of widespread misery. death and destruction 0,1: momentous 

proportions, and, as your hearings have illustrated, no state 

or city is immune to its corrupting influence. Arson has become 

a major contributor to the destruction and decay of major sec­

tions of our urban neighborhoods. However, while blighted cen­

tral city areas have become the most serious troublespots, arson 

is also rapidly moving to the ~~urbs and to some rural areas 

of our country. Despite the fact that arson has become a menace 

to all of us, it goes virtually unchecked, undetected and un­

noticed. 
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The Alliance has vigorously supported the hearings 

launched, by the U.S. Senate Permanent SU'bcommittee on Investi­

gations, on their major inquiry into arson-for-profit as well 

as, the December, 1978 hearings he).d by the Senate Subcommittee 

on Intergovernmental Relations on arson-for-profit and its 

impact on states and localities. 

Our association and the P1:operty Loss Research Bureau, 

an affiliate of the Alliance, have been actively involved in 

studying the scope of arson, ,dots causes and effects and the 

development of strategies and resources to help decrease the 

deadly consequences of arson and arson-for-profit, particularly 

during the past decade. 

We applaud the report by the Aerospace Corporation, a 

research institute, entitled "Arson and Arson Investigation, 

Survey and Assessment." The Aerospace Corporation's research 

was commi,ssioned by the National Institute of Law Enforcement 

and Criminal Justice (LEAA) and it found that the probability of arson 

conviction depended on three essential factors: One, proper 

detection that the fire was deliberately set; two, necessary 

investigation to link available evidence to the perpetrator(s); 

1 
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and three, successful prosecution. The report emphasized 

that fires etters were principally encouraged today by the ab­

sence of any expected punishment. 

We are convinced that the number and severity of inc~ndiary 

fires would be reduced significantly by increasing the certainty 

of swift justice and stiff penalties as well as conviction of 

known arsonists. Increase the probability of apprehension, 

conviction, and punishment and the incidence of arson will 

decrease. 

The Alliance of American Insurers, without reservation, 

has supported the legislative efforts of Senator John Glenn 

of ohio to have the crime of arson re-classified from a Part II 

to a Part I offense in the Uniform Crime Reports (UCR) published 

by the Fedoral Bureau of Investigation. 

This, we believe is the most effective way to combat arson. 

Currently, crime reported by the FBI is divided into two groups, 

Part I and Part II offenses. Arson is now a part II offense, 

along with such miscellaneous offenses as counterfeiting, vandal­

ism, gambling, drunkeness, and disorderly conduct. Classifying 

arson as a Part I crime would place it in the same category as 

-~~ -----~--------' 
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criminal homicide, fo~ceable rape, robbery, ~ggravated assault, 

burglary, larceny, theft, and automobile theft. It is important 

to note that law enforcement officials contend they considex Part r ~nd 

Part II crime~ with equal seriousness; the difference being 

that statistics compiled for Part I offenses include data on 

volume, trend, rate, clearances, persons arrested, persons charged, 

and the nature of the offense 'J territory. These types of stat­

istics are extremely valuable in coping with the arson problem 

especially from an enforcement standpoint. Only arrest informa-

tion is now reported on Part II offenses. We are confident that 

if arson were classified as a part I offense that: One, the 

increased factual reporting about arson would exert an important 

influence on the public, legislators, prosecutors, judges and 

the insuring industry to develop loore attention and resources 

to combat the seriousness and high cost o~ arson; two, police 

and fire authorities would become more aw"re of arson and more 

involved in coping with its unchecked and cancerous growth. 

This would promote cooperation and answer quet,tions of juris­

dictional responsibility. encouraging better relations among 

fire nepartments. police dep~rtments, private industry and 

----'-------, 
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others; three. re:-classification of arson also could encourage 

the Federal Govertlment itself. and part.icularly the Law Enforce­

ment Assistant Administration to develop and support anti-arson 

programs to a greater degree. 

In summary, re-classification of arson from a Part II to 

) a Part I offense would stimUlate those concerned with the pro-

blem to reset priorities on a real world basis to reflect the 

true impact of arson upon society and our economy at lar~e. 

The Alliance has also aanctioned the actions of Senator 

Charles H. Percy in ~equesting the Office of the Comptroller 

Gener.,l of the United States (GAO) to inves'Cigate one; federal 

resea.rch and development of arson detection techniques and 

arson investigator training, (PSAD 78-88, dated April 24, 1978), 

two; federal l-'lw ·)nforcement agencies activities to detect, in­

vestigate and prosecute arson offenders, (GGD 78-47, dated April 

5. 1978) as ~ell as three; the extent to which the Federal Riot 

Re-insurance p~'ogram and the Fair Access to Insurance Requiru~ 

ments Plans (FAlR Plans) established by the states may provide 

an incentive for arson related insurance fraud (CED 78-121, 

d~ted May 31. 1978). 
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Evidence is abundant il\ our large urban cities which 

indicates that arson-for-profit is growing like a cancer. 

We know that Senator Percy has grave concerns that FAIR 

Plans (established under the Urban Property Protection and 

Re-insurance Act of 1968) may be providing an incentive for 

arson. Specifically, the concern is that under FAIR Plans, 

fire insurance may often be made readily available to all 

come~s including potential arsonists and that insurers are 

hdmpered in underwr~ting fire risks due to Federal guidelines 

for the administration of such programs. This provides a 

means for unscrupulous and financially pressed landlords 

to apply the torch to their own buildings and profit from the 

destruction, particularly in our urban cities. 

At present, FAIR Plans operate in 28 states, with some 

Plans statewide and others providing insuranco only within the 

urban area of the state. Let's examine to what extent FAIR 

Plans could be influencing the increase of arson-for-profit 

within these urban centers. 

First, one must recognize that managers of these state 

FAIR Plans are presently required to adhere to underwriting 

( 
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criteria dictated by the Federal Insurance Administration (FIll), 

in order to part.icipate in the Riot Re-l.nsurqnce Program. In 

the past, FIll has made it difficult for insurers to perform 

a complete qnd essential underwriting function prior to plac­

ing COVerqge. We believe that the most rationql underwriting 

approach is to identify the arson prone risk qnd/or unsafe 

building prior to issuing fire insurance coverage. This, we 

are convinced would help eliminate or screen out many of the 

arson-for-profit "schemers." 

Conversely, Mr. J. R. Hunter. Deputy Administrator of 

FIll has suggested that insurers o,fft'lr coverage to all who re­

quest it, and attempt to deny a claim only after the arson 

had occurred. using post claim underwriting. He recently stqted 

that "the very real and ubiquitous problem of "arson-for-profit" 

can be successfully attacked, throu9h post claim reviel~ and 

rigorous prosecution of the culprits as opposed to attempts 

to combat it through (underwriting) screenir.g and selection 

practices." We. in the insurance industry. c~ontinue to adhere 

to the prevailing wisdom of the old adage which reminds us 

that "an ounce of prevention is worth 'I pound of cure". parti-
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ularly when it comes to combating arson. 

Another problem which we want to bring to the attention 

of the Subcommittee concerns the restrictions placed on 

insurers in attempting to obtain necessary information on 

FAIR Plan insurant'e applications, (as a consequence of exist­

ing laws, i.e. Unfair Claims Practices Act, Valued Policy Laws, 

Privacy Act o~ 1974, Freedom of Information Act and the use of 

Blind Trusts). In a recent report "Arson-for-Profit: More Could 

Be Done to Reduce It" the General Accounting Office discusses 

the extent to which the Federal Riot Re-insurance Program, 

which is administered through FIlI/HUD, and the FAIR Plans 

actually provides incentives for arson related insurance fraud. 

In that report, GAO concluded that arson ~s and has now reached 

epidemic proport,ions in some urban areas. It is increasi~ 

a rate that could exceed 25% annually, while the b:>tal number 

of arson losses is now egual to or greater than the total 

number of burglary and auto theft losses! Two principal re­

commendations were made by GAO to hel~ reduce the incidence 

of such arson. In particular, the GAO Report found: 

o Certain Fair Access to Insuranl',e Requirement Plans 

L-_________ ._. __ 

( 
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(FAIR) are over~insuring some properties, creating 

:l.acentives for arson-for-profit. In such c<lses, in­

surance i~ provided at inflated market values or at 

values i\\ excess of property v<llue b<lsed on replace­

ment costs. 

o FAIR Plan managers believe they need gre<lter underwriting 

authority from the Federal Insur<lnce Administration t~ 

deny or limit insurance coverage to high risk property 

owners. (The Federal Insurance Administration (PIA) 

oversees these plans (i.e. underwri~ing criteri<l/pro­

cedures) through its review of eligibility for federal 

riot re-insurance. 

o Although there are certainly valid reasons for refusing 

coverage altogether, almost every FAIR plan is providing 

such insurance when requested. 

According to GAO, "FAIR Plan officials believe that the 

character and attitude of the (potential) insured be considered 

in the Plan's determination to grant coverage. Such information 

could include the owners' history of fires, their personal or 

business financial condition, tax arrearages, and other (p~ssible) 

moral hazard factors. 
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GAO conluded tL::,.t the Federal Insurance Administration 

should play a leading role in helping the FAIR Plans to reduce 

arson and protect insured property, and that FIA's administra­

tion of the plans 11eeded to be revised to achieve that end. 

HUD Study of FAIR Plans 

The Housing and Urban Development Department (I~) was 

directed by the Congress, in September of 1977, to undertake 

a study on state FAIR plans and the effect thei~ administra­

tion has had on the availab;.H'cl and affordability of insurance. 

In its report, ~nsurance crisis in Urban America, HUD 

incorrectly asserts that the ready availability of insurance 

under FAIR Plans is not a cause of increasing arson for profit 

cases. We wish t~ cite testimony by the Bronx District Attorney 

who stated that most of the torching in the Bronx was instigated 

by landlords in order to collect fire insurance. In 1975 alone, 

the New York FAIR plans paid out $10 million to South Bronx land­

lords. In fact, one landlord there who was indicted fcx arson, 

owned six buildings ane had filed ~125,000.00 in insurance claims. 

t. 
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The HUD report in addition to its position on arson and 

the FAIR Plans supported the Holtzman Amendment, Section 307(b) 

of S.3084, the Housing and community Development Amendments of 

1978. 

The Alliance in conjunction with the property and casualty 

_ insurance industry vigorously supports the very valid concerns 

that Senator Glenn expressed during these hearings regarding 

the Holtzman Amendment as contained in S.3084 (1egislation 

which amends and extends certain Federal laws relating to hous­

ing, community and neighborhood development). section 307(b) 

of S.3084 requires that properties insured in the FAIR Plans 

,J 

be written at the same rate as those properties in the voluntary 

market. However, we believe that high risk properties shoUld 

be rated by insurers in accordance with their exposure to loss 

and that underwriters must have the auility to rate and under­

write properties ~s the statistics and their experience dictate. 

Insurance Affordability 

The affordability of property insurance has become a problem 

for some homeowners due to causal factors outside the insurance 

system. Fire and homeowner coverage have become unaffordable 
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for a growing number of inner-city and rural residents, and 

tllese high premiums are a direct reflection of many factors com­

pletely beyond the control of insurance under.writers. High 

property insurance premiums are, in fact, a direct function of 

spiralling costs for construction (new buildings and renovations), 

rising property values that outpace inflation, and the growing 

incidence of arson and arson-for-profit. 

We would like to make another important point concerning 

insurance affordability. It is contended by some that insurance 

underwriters should individually inspect each residential pro­

perty to make certain these properties meet the companies' 

underwriting criteria, and to assure that good risk (sound, well­

maintained) homes can obtain necessary coverage. At the present 

time many insurance carriers do conduct such inspections as 

do some of the state FAIR Plans. However, to properly inspect 

a residence and reinspect it at appropriate intervals is a very 

expensive undertaking and such inspection costs must be added 

to existing underwriting charges which inevitably increases 

insurance premiums. 

We recognize that insurance has become a necessity in our 
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society. Further we understand that in view of the tremendous 

demands placed on our industry by society through individual 

expectations and by our overall economic growth, the function 

of insurance has had to change and adapt. Increasingly, this 

means that our business is being looked upon to perform social 

) functions that are no longer consistent with sound business 

practices. For example, some observers believe we should pro­

vide insurance for individuals and properties which it is not 

logical to insure. 

• 

Reaction to Charges Levied at Insurers 

r. ALLEGATION: 

ANSWER: 

Insurers have a disincentive to resist arson 

since the cost of paying for arson losses is 

passed on to the insuring public in the form 

of higher premiums. 

This is a common misconception. More and more 

insurance companies are systematically investi­

gating fraud/arson cases to thwart arson-for­

profit schemes now than at any time in the past. 

We refer you to the indictments handed down 

in Boston, Massachusetts and Tampa, Florida. 



476 

Much of the evidence that was taken to the 

Grand Juries in these jurisdictions carne from 

files and cases investigated by insurance 

companies. Possibly the accusation that insurance 

companies appear to have little incentive to do 

anything about arson sterns from evidence that 

the majority of deliberately set fires are promp­

ted by reasons other than financial gain. These 

would include vandals, transients, revenge moti­

vated fires, fires set to conceal other crimes, 

fires set by the mentally disturbed etc. We, 

as insurers, have no defense under the provisions 

of the standard fire iIlsurance policies for 

fires which are not set for the purpose of de­

frauding insurers. These are solely law en­

forcement problems and as such, insurers have 

an obligation to settle with their policyholders 

promptly and equitably. Statistics point to 

the fact that 80% of all deliberately set fires 

are fires which have been set for reasons other 

than financial gain. 

( 
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We should also point out that the in­

surance industry has launched major publicity 

campaigns to make the public aware of the pre­

sence and magnitude of the crime of arson, and 

is investing substantial sums of money in train­

ing their adjusters to become more alert and 

aware of the poteptial of fraud fires. The 

fact that we are submitting this testimony 

reflects our sincere concern. 

The insurance industry is too liberal in its 

claims paying practices and pays its claims 

too guickly. 

We know of no company that makes a policy of 

paying a claim if the adjuster becomes suspicious 

or discovers that the cause is other than ac­

cidental. 

Each time an insurance adjuster investigates 

a loss he becomes the ayes and ears of the heine 

office claims department. Unfortunately, be­

cause it is difficult to identify, not all 

31-G.7 0 - 78 - 31 
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adjusters have the expertise to detect the 

presence of arson. Because of this, insurers 

have embarked on programs to train their 

adjusters to become more proficient in 

cause and origin investigations. The Alliance 

and its affiliate, The Property Loss Research 

Bureau has, for example, intensified its ef­

forts to train representatives of member com­

panies, non-member companies. independent in­

surance adjusters. firefighters and law enforce­

ment officers in detecting the presence of arson 

as well as providing them information on other 

anti-arson activities. 

If after investigating a fire. the insurer 

has no reason to suspect arson, there is no 

reason to delay adjustment of the loss. In fact. 

failure to do so may subject the insurance com­

pany to litigation and an investigation by state 

insurance regulators who look out for policy­

holders interests. At this point. continued 
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investigation becomes a law enforcement 

problem and the status of this investigation 

into the identity of the responsible party 

should have no bearing on the company's obliga­

tion to pay the loss. 

We should also point out that several states 

have enacted Unfair Claims Settlement Practices 

Acts. In some jurisdictions, these Acts obli­

gate insurers to pay their claims within a certain 

stipulated time after proof of loss has been 

filed by the insured. (Time limit is usually 15 

days). companies operating in these states 

are bound to pay lossess at the earliest appro­

priate time. 

Consumer groups and legislators have been 

pressing for quick claim payment but we recognize 

that there is a need to educate them so that 

they are aware of the consequences of having 

to pay suspicious claims before they have been 

thoroughly investigated. 
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Insurance adiusters are paid to collabo!'ate 

with arsonists, or arson conspirators. 

There are isolated instances in which some 

insurance adjusters have overpaid claims for 

the purpose of splitting the excess claim amount 

with dishonest insureds and contractors. 

We believe that such adjusters are certain­

ly not prevalent in our industry and when they 

are caught, i.e. by an insurance company's 

audit procedures, they are fired. 

Insurers are not diligent enough in checking 

the background of their applicants (prospective 

insureds), or of inspecting the properties they 

insure. 

commercial Risks 

Although we, as a trade association, do offer 

our member companies a multitude of services in 

property and casualty matters, we are not involved 

in the actual underwriting of fire insurance. 

Nevertheless, we are generally conversant with 
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the underwriting procedures typically fol­

lowed by insurers in the field of property 

insurance. Our experience convinces us that 

this assertion is not true, particularly with 

regard to the underwriting of commercial risks. 

Commercial risks are individually, physi­

cally inspected because of their inherent 

diversity regarding loss exposure, and the large 

amount of insurance that is usually requested 

for such properties. Details .concerning con­

struction, occupancy, exposure to adjacent 

structures, and protection are vital to proper­

ly insure such risks. In addition to data kept 

of file in rating bureaus on a buildings' con­

struction, and loss exposure, underwriting ap­

plications and financial reports are also sub­

mitted concerning an applicant's financial 

condition, previous 109S history, etc. Up-to­

date knowledge of an applicants' financial 

condition is often a requirement prior to 

granting coverage for a specific risk. 
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If the building that houses the applicants' 

business also houses a number of other businesses 

it is not unusual for insurers to also obtain 

information concerning these other occupants. 

Specific data is developed on internal 

protection, such as fire alarm systems, fire 

doors, automatic sprinkler systems and the like. 

This also includes public fire protection furn­

ished by the city fire departments. Often times 

insurers will send loss prevention engineers 

to the applicants' properties to personally 

determine whether or not the risk to be insured 

is adequately pl:otected. 

In summary, ample evidence exists to de­

monstra-te that insurers are exercis ing sound 

underwriting prerogatives in connection ~ith 

commercial ris)(s. 

Habitational Risks (Personal Lines) 

With regard to habitational risks, inspect­

ing eacb dwelling unit would be extremely em-

. \ 
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pensive ~nd the cost of this would h~ve to 

be passed on to the insuring public in the 

form of higher premiums. This does not mean 

that we are abdicating our personal lines under­

writing prerogatives. Insurers do request their 

agents to fill out lengthy applications which 

generate informat~~n concerning owners. 

property age, and condition etc. If the amount 

of insurance requested by the applicant is over 

a certain limit or if the dwelling is beyond 

a certain age, this often triggers an inspec­

tion of the risk to make certain that the risk 

comes up to minimum underwriting standards. 

In summary, habitational risks are not 

physically inspected to the same degree as 

commercial risks. However, where there is ade­

quate reason to do so, risks are inspected and 

credit reports are obtained providing insurers 

the background information they need. 
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Agents are not inspecting properties on 

which they write applications. 

Here too, if independent ~gents were re­

quired to inspect all properties on which they 

wrote applications, their costs could increase 

commensurately putting pressure on commissions 

and insurer expenses I costs that would have 

to be passed on to the insuring public. 

Few insurance agents can accurately appraise 

a properties' real market value or replacement 

cost. They frequently have to rely on the appli­

cant to give them the value of this property 

or they rely on a real estate ~ppraiser for 

such value. Who is in a better position to know 

the value of this property than an applicant who 

has purchased the property and seekD insurance 

on it? 

The high cost of inspections preclude or at 

least discourages agents from inspecting each 

property upon which they write an ~~plication. 

• 
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In order foe the insurance indut-try to continue to be dili­

gent in contesting suspicious cl/d.ms, and to b;l ad off arson 

profiteers we believe a better I.lttituci:e of the courts is needed. 

We cite the recent example of the fradulent marine case where 

the wife c611ected after her husband transferred their property 

to her name in order to evade creditors then admittedly torched 

the property. 

The recent increase of nrson control activity is strong evi­

dence that incendjary fire has moved to a front-burner ~osition 

among the priorities of concerned public and private entities. 

iet, despite the many positive programs now being implemented, 

there is a danger that the oVGrall effectiveness of these pro~ 

grams may be diminished by a lack of coordination. 

Recognizing that each involved organization or agency has 

special strengths and responsibilities for arson control, we ack­

nowledge the following seven areas ,as b~ing of major concern in 

controlling arsonl 

(1) Jurisdictional and Operational structures; 

(2) Training and Education: 

~---
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(3) Statistics, Data Collection and Research; 

(4) Legislrtive and Regulatory ~~dministrative)initiatives; 

(5) PubllC Relations and Public Awareness; 

(6) FUnding; and 

(7) Establishment by the insurance industry of an All-Industry 

Committee for Arson Control. 

We believe, in the attempt to control the crime of arson, the 

objective should be to assess the unique contribution which can 

be made by each organization--whether federal, state or local 

government, private or an int(ardisciplinary group representing 

diverse interests, and to stimUlate coordination of these inde-

pendent efforts, in solving arson problems. 

The Alliance of American Insurers and its affiliate, the Pro-

perty Loss Research Bureau, have provided extensive research into 

arson pt""blems. 

We are enclosing, for your review and consideration, the 

following: 

• "Target Arson" - a series of recommendations adopted by the 
All-Industry Committee for Arson Control. 

• 1\ lliance Arson Information Kit 
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~'h(1 I\lliance 6f I\merican Insurers will continue to support 

your efforts and objectives to reduce arson throughout the United 

States. 

We respectfully request that this statement be made a part of 

the hearing record of the Subcommittee. 

I do hereby swear the statements made in this report are true 

to the best of my knowledge. 

subscribed to and Sworn before me 
!~ 

on this _L __ -,day of 1978 

d 
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