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§ 1931.1 States eligible for the sale of
crime insurance.

(a) In accordance with section 1231 of
the Act (12 U.S.C. 1749bbb-10a), the Ad-
ministrator has reviewed the market
availability situation in each of the sev-
eral States to determine whether crime
insurance is available at affordable rates
either through the normal insurance
market or through a suitable program
adopted under State law.

(b) On the basis of the information
available to date, the Administrator has
concluded that the following States have
an unresolved critical market unavail-
ability situation which will necessitate
the implementation of the Federal crime
insurance program within such States on
August 1, 1971:

Connecticut.
District of Columbia.
Illinois.
Maryland.
Massachusetts.

Missouri.
New York.
Ohio.
Pennsylvania.
Rhode Island.

(c) If any of the States listed in para-
graph (b) of this section, after the effec-
tive date of this subchapter, adopts a
suitable program under State law to
make the standard lines of crime insur-
ance available within that State at af-
fordable rates, or if such insurance
becomes generally available through the
normal insurance market at affordable
rates, then in either case the eligibility
of such State for the subsequent sale of
crime insurance under the Program will
be promptly terminated by the insurer.

(d) Notwithstanding the provisions of
§ 1931.7, Federal crime insurance policies
in force at the time a State is determined
to be ineligible for further participation
in the program shall thereupon be ter-
minated upon 30 days' written notice to
the policyholder effective on the next 6-
month anniversary date of the policy,
and no further coverage for such policy-
holder with respect to premises located
in such State shall thereafter be written
unless the State again becomes eligible
under the program.

§ 1931.2 Eligibility requirements appli-
cable to property owners.

(a) To be eligible for the purchase of
Federal crime insurance under the pro-
gram, a property owner or tenant must:

(1) Apply separately for coverage for
each eligible premises within an eligible
State and personally sign each applica-
tion, either on the application form itself
or on any applicable amendatory en-
dorsement, or both, as the insurer may
require;

(2) Certify, under penalty of Federal
law pertaining to fraud or misrepresen-
tation (18 U.S.C. 1001), that each such
premises meets the applicable protective
device standards set forth in Part 1932
of this chapter;

(3) Pay the 6-month premium install-
ment due at the time of application.
Coverage will commence at noon on the.
day following the date of application
unless a later date is specified in the
application;

(4) Agree to permit inspections of the.
insured premises by the insurer or his
representative at any reasonable time-
or times; and

(5) Agree to report to law enforce-
ment authorities all crime losses of prop--
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erty covered under each policy, whether
or not a claim is filed.

(b) Failure to comply fully with the
requirements of paragraph (a) of this
section may result in the avoidance, can-
cellation, or nonrenewal of coverage, as
set forth in § 1931.7.

(c) Any false statement in the appli-
cation may void the policy. Intentionally
false or misleading statements, either
in the application or in connection with
any claim submitted under the pro-
gram, may also result in prosecution for
fraud under 18 U.S.C. 1001, in accord-
ance with § 1931.9.

§ 1931.3 Use of prescribed forms re-
quired.

No Federal crime insurance is author-
ized to be written under the program on
any form other than the form prescribed
by the insurer for the type of coverage
involved. Any insurance policy purport-
edly issued on behalf of the insurer or
any other form shall not be binding
upon the insurer and shall not confer any
liability upon the insurer by reason of
any act or representation of the agent,
broker, or servicing company in ille-
gally causing such policy to be issued.

§ 1931.4 Terms and conditions of policy
to govern.

(a) Except as otherwise specifically
provided by this subchapter, the respec-
tive rights and duties of the insurer
and the insured shall be as set forth in
the prescribed application form and the
prescribed policy form. All purchasers
of Federal crime insurance shall be
deemed to have knowledge of the terms
and conditions of coverage set forth in
such policies and in this subchapter. Al-
though the insurer will endeavor to pro-
vide actual notice of policy changes
through the appropriate servicing com-
painy, modifications of this subchapter
that are made during the term of an
existing policy shall automatically be-
come applicable to the policy at the
time of its next renewal. All Federal
crime insurance policies shall be issued
for a term of 1 year, subject to semi-
annual premium payments.

(b) The rights of the insurer to re-
quire inspections of the insured prem-
ises, production of books and records,
appraisals of damaged property, subro-
gation in the event of payment, and
prompt notice in the event of loss, shall
be as specified in the prescribed policy,
of which the application forms a part.
The rights of the insured with respect to

the coverages provided, extensions of
coverage outside the insured premises
or with respect to other persons, limits
of such coverages, appraisals, cancella-
tions, and judicial review shall be as set
forth in the prescribed policy.

(c) Changes in the provisions of this
subchapter which broaden or liberalize
the coverages being provided under the
prescribed policy forms, but do not re-
quire any additional premium to be
charged, shall be applicable to all exist-
ing and future policies of insurance as of
the date of their adoption, without the
necessity of endorsement.

§ 1931.5 Where to purchase coverage.

Subject to the provisions of this sub-
chapter, Federal crime insurance cover-
age may be purchased from any prop-
erty insurance agent or broker author-
ized to do business in the State in which
the premises to be insured are located,
or directly from the appropriate servicing
company.

§ 1931.6 How to report claims.

Losses under a Federal crime insur-
ance policy which exceed the applicable
deductible may be reported either to the
agent or broker through whom the ap-
plication was submitted, or directly to
the servicing company designated for
the area in which the loss occurs. The
claimant will be required to report all
pertinent information, including a de-
scription of the loss, time, place, owner-
ship, manner of acquisition, cost, depre-
ciation, current value, amount of claim,
and whether the insured has incurred
previous losses under the policy. A sworn
proof of loss statement must be submitted
to the adjuster or servicing company that
processes the claim.

§ 1931.7 Cancellations, modifications,
and renewals of coverage.

(a) Unless coverage has previously
been canceled or renewal is refused by
the insurer for one or more of the rea-
sons set forth in this part, each property
owner within an eligible State who is
validly insured under any policy or poli-
cies of insurance issued under the Fed-
eral crime insurance program shall be
entitled to renew (i.e., to purchase the
then current and applicable form of
crime insurance) coverage upon the ex-
piration of such existing policy or poli-
cies. The renewal shall be subject to the
rules, regulations, and policy terms, con-
ditions, and rates then in effect.
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(b) A renewal notice will be sent by
the servicing company to the insured at
least 45 days prior to the expiration date
of each policy, accompanied by a pre-
mium statement and a renewal applica-
tion containing a certification to be
executed by the insured stating that his
premises meet the then applicable Fed-
eral crime insurance eligibility require-
ments, which will be set forth in the
notice. The 6-month premium install-
ment then due, together with the in-
sured's certification as required, must be
received by the servicing company not
later than the expiration date of the pre-
vious policy in order to prevent a lapse in
coverage. If timely payment is received,
no new policy will normally be issued,
and an eligible insured's check or receipt
shall constitute his proof of payment.
However, if timely payment is not
received, or if substantial changes
have bien made in the regulations
or provisions governing the pertinent
crime insurance coverage during the
term of the insured's previous coverage, a
new policy in its entirety may be issued.
Reinstatement of lapsed policies by serv-
icing companies shall not be permitted.

(c) Changes in limits of coverage may
be made only upon the submission of a
new or renewal application. If the insured
requests that such changes be made
effective on the 6-month anniversary
date of the original effective date of the
policy, no penalty will be incurred and
the changed limits of coverage will com-
mence upon the payment of any addi-
tional premium required. However, if the
property owner desires an effective date
other than such 6-month policy anni-
versary date, the requested change shall
be effected only upon cancellation and
reissuance of the policy and the insured
shall be entitled only to a partial refund
of the unearned premium in accordance
with normal short-rate cancellation pro-
cedures. Such short-rate cancellation
procedures shall also be applicable to
any cancellation by the insured during
the term of any policy, except at the
time of the 6-month anniversary date
of the original effective date of such
policy or upon the insured's moving from
the described premises.

(d) Notwithstanding any unqualified
cancellation provisions contained in the
prescribed policy forms, the insurer
hereby limits his right to cancel, or to
refuse to renew coverage, to the follow-
ing grounds: (1) Any nonpayment of
premium, (2) fraud or misrepresentation

in the application or upon any renewal
of coverage, or in connection with either,
(3) fraud or misrepresentation in con-
nection with the submission of a claim,
(4) the use of the insured premises with
the knowledge of any insured for any ille-
gal activity, or (5) any other substantial
failure to comply with the provisions of
this subchapter or of the insurance pol-
icy, as determined by the insurer and
stated in its notice of cancellation. Can-
cellations on any of the grounds in sub-
paragraph (2), (3), or (4) of this para-
graph may, at the discretion of the
insurer, be made retroactive to the date
of the first known wrongful act. Refunds
of unearned premiums, if any, shall be
subject to offsets for the insurer's ad-
ministrative expenses (including the
payment of agents' commissions in prior
years, if any) in connection with the
issuance of the policy and any inspec-
tions of the applicant's premises. Ex-
cept as provided by § 1932.4 of this chap-
ter, cancellations by the insurer for
either of the remaining two grounds, or
as provided by paragraph (e) of this sec-
tion, shall be upon 30 days' written
notice, and the insured shall be entitled
to a short-rate refund of unearned
premium, if any.

(e) Willful or repeated failures of an
insured to report to law enforcement
authorities any losses of property cov-
ered under the policy, as required by
§ 1931.2(a) (5), may be deemed by the
insurer to warrant cancellation of cov-
erage upon 30 days' written notice. How-
ever, such failure may be waived by the
insurer prior to cancellation for good
cause shown.

(f) No property owner whose Fed-
eral insurance coverage has been can-
celed (whether from inception or after
notice) or for whom the insurer has re-
fused to renew coverage, for any of the
reasons in subparagraph (2), (3), (4),
or (5) in paragraph (d) of this section
or under paragraph (e) of this section,
shall be eligible for any further insur-
ance under the program except upon the
written waiver of the Administrator,
granted for good cause shown. If
granted, the waiver of ineligibility must
be presented to the appropriate agent,
broker, or servicing company by the
property owner within 30 days of the
date it is granted, and a copy thereof
shall be made a part of the property
owner's application and shall be incor-
porated as part of any policy subse-
quently issued.
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§ 1931.8 Inquiries and complaints.

(a) Inquiries or complaints about the
Federal crime insurance program should
initially be directed to the property
owner's agent or broker, or to the serv-
icing company designated for the area
in which the premises are located.

(b) Inqusiries or complaints with re-
spect to which satisfactory information
or action cannot be obtained through
local sources, and general or legal in-
quiries pertaining to the nature of the
program, may be addressed to the Fed-
eral Insurance Administrator, Depart-
ment of Housing and Urban Develop-
ment, Washington, D.C. 20410.

§ 1931.9 Penalties for false statements.

All information provided by an appli-
cant or a claimant on any form approved
by the insurer, including representations
as to the date on which such form is
signed, shall be deemed material to the
issuance of the policy applied for and
to the disposition of claims submitted
thereunder. Any false statement, mis-
representation, or concealment in the
execution or submission of such forms, or
in any writing or document knowingly
submitted by the applicant or claimant
in connection therewith, may result in
his prosecution by the United States for
fraud under 18 U.S.C. 1001, subject to a
fine of not more than $10,000 or impris-
onment of not more than 5 years, or
both.

§ 1931.10 Nondiscrimination.
The Federal crime insurance program

and all policies issued or serviced there-
under are subject to title VI of the Civil
Rights Act of 1964, 42 U.S.C. 2000d, and
to the applicable Federal regulations and
recuirements issued from time to time
pursuant thereto. No persons shall be
excluded from participation in, denied
the benefits of, or subjected to discrimi-
nation under the program, on the ground
of race, color, or national origin. Any
complaint or information concerning
the existence of any such unlawful dis-
crimination in any matter within the
purview of this subchapter should be re-
ferred to the Administrator.
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Subpart A-General

§ 1932.1 Definitions.

As used in this subchapter, the term-
(a) "Baffle" means a piece of metal

that covers the opening between a door
and its frame at the area of penetra-
tion of the bolt or latch to deter the inser-
tion of tools and prevent the exertion
of pressure against the bolt or latch;

(b) "Central station, supervised serv-
ice alarm system" means a silent alarm
system that is constantly in operation,
which signals upon any breach of a door,
window (including storefront windows
and unbarred skylights), or other acces-
sible opening to the protected premises,
at a private sentry or guard headquarters
that is attended and monitored 24 hours
a day, that dispatches guards to the pro-
tected premises immediately upon the
activation of the alarm, that periodically
checks the operation and effectiveness of
the system, and that notifies law en-
forcement authorities as soon as the
breach of the premises is confirmed;

(c) "Dead bolt" means a locking de-
vice using a fixed bolt that, when in
locked position, cannot be retracted by
a door knob or handle or other normal
door opening device or by the application
of force against the penetrating end of
the bolt;
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