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Tuesday, December 10, 1894C,

CHARLES A, JORTBERG, Jr., heving been duly sworn,
teetified as follows:

(By My. Donsld W, Webber)

Q. Will you state your full name?

A, Cnarles A, Jortberg, Jr.

Qe Where do yaou reside?

A, 486 Woodfords S%., Portland, Meaine,

Q. And you were formerly employed by the Z+ate of Maine?
A, Yes,
S. And that was Executive Secretary of the Safety
Coordinating Committee?

A, Yeg, sir,

Qs And tThat employment terminated about when, as you
recall 1t7

A, On the date your Committee filed its partiszl repcrt --
2bruptly.

(Off record)

Qs Now, Mr. Jortherg, since you left the employ of

the S+ate you heve been in tne insurance tusiness?

A, Yes,
., And in what caracity?

A, WVell, really as an independent contractor %o exercice
complete supervision on certain classes of business for

one company,

n

. Are you a duly licensed agent?

» JLES,

oo e

. Who is 2ble to write any kind of businegs?

=

Yes,
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G. If vou can recall, what i1s the date of your license?
A, August 20, 1940,
@, Now to go back & 1little, you nave in your hand an
outline of Xim chronological evants whicn you aave prepared
Sealing with the matiter of this inguiry?

A, That is right,

Q. Of which you have furnished me a copy?

LA, Yes.,

Q. Now, referring to that, can you tell us what was

the situation with relation to the State automobile fleet
insurance 2t cr about May, 12407

A, There was in exXistence at that time basic coverage

that was applicable to owned automobiles, and, as a

result of o series of conferences that were made necessary
by a railrozd wreck which was alleged to have been

caused by a State Highway Commission power shovel, the
Highway Commicssion decilded thnat they wanted Uo nave
insurance that would cover tne cperation of all hired
commercial cars, and on the 8th of May an endorsement

was attached to the basgic policy, gilving the same

coverage with limite to all commercial cars hired by

the Highway Commicssion,

CHAIRMAN TOWMPKINS: Pardon me & moment, Wiaen you spesak

of '"commerciasl cars® do you teke into considerationother
motor venrilcles than passenger cars?

A, A1l other than passenger. Tnhat is what it 1s

intended to mean, trucks,

Qs Apd anything else?

A, In this instance it wculd mean anything other than a

pleasure type of car, anything other than that,
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MR, McNAIARA: Steam shovels?

A, Yes, anything that was used for a commercial purpose,
(By Ur. Webber)

Q. What company was carrying thies business at that Time?
A, The Idemnity Igsurance Corpany of North Apmerica,

Q. Do vou know through whose office in this State

that business was written?

A, No; I do not,

Q. Do you know where that informetion might be obtained
by this Committee?

A, Tnere are three sources: Firsi, tne company, second,
the former Insurance Commission, and, third, the member
of the Governorts Council who advised the Insurance
Commissioner, Mr. Weston. Ejther of those three sources
should be able to give that informgtion.

Q. Now whet was the rate on the former coverage?

A, On the commercial cars that were covered by endorsement,
the rate sent down by the company was $1,52 per $100

cf hire paid, In other words, for the use of EX
commercial cars there are so many dolliars and cents paild
to those who rent those cars to the Highway Commission,
The rate of $1.52 is spplied to each $100 of that hire,
the original premium being estimated and the final
prenium being adjusted on audlt which divulges total

cost of hire pald, Bgsed on estimates furniched by

the Highway Comrission of $1,200,000 a year, that would
produce a premium of §18,240,

@, Ngw on August 31, 1940 was this insurance written

by a new company?

A, Yes, 1t was.
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Q. And tine name of the company 1s wnat?
A, Zurich General Accident and Liabllity Insurance Company.
Q. Now, lir, Jortberg, what agent in the State of Maine
wrote the busine ss with the Stgte of Mailne for the
Zurlch Company?
A, I did,
Q. Wnat agency in the State of Malne has the general
agency for the Zurich Company?
A, The Dunlap agency, in Auburn, Maine,
@. Now, going back a little, willl you trzce the
chronological develorments through the summer of 1940,
leading up to the placing of this busl ness?
A, Well, in the first place the rate of $1.52 paid
for hired car commercial coverage was the straight
manual rate that would be used if you as an individual
were buying that for the hire of one car. On the basic
coeverage there was a graded recuction of Z4 per cent
that wes applicable because of the number of automobliles
owned by the State.

On July 8, 1940, the representatives of the Zurich
Corpany were holding & meeting at the Augusta House
in thne afternoon to present a new metnod of sales promotion
wnlch dealt very largely with the general subject of safety.
I was invited tc attend that meeting with lir, Lovejoy,
the Insurance Commissioner, We attended the meeting and
both agreed that 1t was rather a unique metnod and had

much of merit in it,

On the second or third day following the filing of
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Committee's first partial report, I returned from tiae
Univereity of Maine and was looking for some eXxpense
checks of my own money that had been tied up as well as
a salary check, and was told by the Controller as well
as the Insurance Commissioner that there were certain
sections of your partial report thet made any furitner
payrent to me, even of exXppase momey tied up, impossible,

S kipping detail, about tne first week in August,
while still endeavoring to collect my own expense money,
ily. Lovejoy volunteered to write a letter %to a liyp,
Neville Pilling, the United Sgates llanager of the
Zurich Company, in waichh he suggested to My. Pilling
that posglibly my background of insurance experlence plus
gsafety experience might be of interest to them from the
point of view c¢f tnelr employing me. This was followed
by & conference witn officials of tinle company at tneir
branch office in Concord, New Hampshire, tihe second week
in August, Naturally the report that was completed at
the end of tne fiscal year for the activities of the
Safety Coordinating Commlttee was discussed with these
individuals when they asked as to the type of work done,
and in that report leg revealed the exXperlence on egutomobile
liability and property damage on the automobiles of the
State for the first ten months, So thae company began
to get interested and asked if there was any possibility
of their being able to secure tuls business through me.
I told them tnat I did not know, very frankly -- and I
didn' ¢ know, because all of the relations existing between
the carrying company and the insurance Commissioner had

been very cordlal and nothing of criticism as to what the
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company had done; and if they were to anticipate recelving
any consideraeticn it would have to be on the basis of
major differential in cost. I requested the privilege
of quoting rates from lM,. Lovejoy, whichh he very nicely
gccorded to me, I had previocusly talked with tiue Governor
and one member of the Executive Council, lr. Schnurle,

I hed finelly got togetner all the information, rating
data, and made g duotation on Aygust 20th., wanlch was
the normal date of expirstion of the rrevious policy.
This gquotation was at the same basic rates for the owned
automobiles, but tThe coverage for the hired cars was
quoted at a rate of 74 cents in place of the $1.52, which,
wnen applied to $1,200,000 of hire, I estimated would
mean a difference of $2630,

One other difference was made in the quotation, On
the previous year's policy with the Idemnity Company
of Nortn America there was a profit-sharing agreement
that I never quite agreed witn. In fact, it stated this:
That the State and the Company agreed to & maxXximum
permissible loss ratic of 62-1/2 per cent of the premium
raild, and if at the end of tne policy period the losses
rald plus allocated claim expense totalled less than
62=1/2 per cent, that the company would refund to the
State one=-nalf of that difference, But in that agreement
it provided for & final settlement ten months after
the expiration of the policy. Well, if you have a
public 1ligbility, a2 personal injury clalm with a serious
injury where there ls a permanent impalrment and litigation,
ten months would make 1t necessary to set it up as an
unpaid reserve and the unpald reserve would be in the 62-1/2

per cent, So it was all in tne company's favor, If they



hed enough open clailms the EBeserves could equal

62~1/2 per cent. So in gquoting for tihe Zurich this same

profit-sharing was incorporated in thne policy but

with periods of twelve, eighteen and tnirty months after

the expiration of tihe policy, being flexible enough

for & case thaet might go in the lower court and tihen

into the higher court, where there might be an impairment
and where the claim could not be determined as to amount

Iin the cshorter period.

I was toid on the 28th of Aygust by Mpr. Lovejoy
and Cony Weston of the Executive Council, in the office
of the Ipsurance Commissioner, that the rates gquoted
were approximately the same, but 1T 1{ meant a job
for me Cony Weston told me he wanted me to have tae
business., But all they had from the campany was what

I tcld them and they wanted something in the file. 8o

H

called the company coliect from the Insurance CommissiorEr's
office and told the company what they had requested,
as a result of wnich a letter, copy of which you have,
was sent by the company to the Insurance Commissioner,
MR, WEBBER: I will read into the record at this
point tiae letter referred to, from a copy which lr.
Jortberg has supplied me from the files of the Zurich
Company:
#Concord, New Hampshire
Auvgust 28, 1940
"Honorable C. W, Lovejoy
Commissicner of Ipsursnce
State of Malne
Aygusta, ileine.

State of Maine
Automobile Fleet

Dear Comnissioner:

We should like to supplement our premiur quotation of



August 20 for Automobile Bodily Ipjury and Property
Dgmage Insurance with information as to our propoced
accident prevention activities in connection with the
operatlion of automotive equipment to be insured if we
are favored with tne order for thnls coverage,

"If we write this insurance, we propose to provide cur
Safety Zone Ipsurance Service of which you witnessed a
demonstration &% the meeting at the Aygusta House on
July 18, 1940 We feel thet fhls service can be most
efficiently rendered by Mr.Charles A, Jortberg, Jr. in
view of hig complete understanding of the accident preveniion
problems in connection with the 3tate automobiles, his
thorough knowledge of the fundamentsl principles of our
Safety Zone Service, and his unusual ability along
accldent prevention lines,

"We have dlscussed this matter with My, Jortberg and
have arranged for nls services in rendering our Safety
Zone Service if this business is glven to the Zuyrich,

We feel confident that the applicetion of our program
through Mr. Jortberg would be of material benefit to
the State,

Very truly yours,

Zurich General Accident and
Liability Ipsurance Co., Ltd,

SHG:ep 3. H. Gregg, Branch lanager,!

Q. (By Mr. Weboer) DNgw can you continue from that point?
8, As & result of that letter, Mr. Lpovejoy gave me
instructions tec have the company bind the coverage as

of noocn, Aygust 31, 1940, which was done, This was

followed ~-— it took about flive weeks to meke up accurately



a schedule of the automotive equipment, dus tc the fact
there was 1n existence in no one place anywhere in the
State Hpouse a list of the total equlipment owned by the
State and the various institutions., I had to travel arocund
to eight of the institutlions to get an accurate list,
The policy was delivered in the latter part of September
and bills for each State department delivered in triplicate.
Then on October 2 of 1940 a letter was sent to the
branch office of the Zyrich Company at Concord, New Hampshire,
by Mr, Lovejoy.
MR, WEBBER: At this moment I will read that letter into
the record,
(Off record)
THE WITNESS: They are from the company's file in Concord,
New Hampshire, There i1s a letter of transmittal attached
to two of these that I Jjust recelved from the company. To
me that would be evidence of that, Tpe others I got while
in Congord personally, These last two I gave to you were
within a week mailed to me, L left the letter of transmittal
wlth these two, thinking that guestion might come up.
LR, WEBBER:; I will now read the copy of the letter which
has been supplied me}

figtate of Mailne

Insurance Department

Augustsa

“0ctober 2, 1840

"Zurich General Agcident & Liabllity Ips. Co., 1td,
206 Pgtriot Building,
Concord, New Hampshire.
Attention: Mr. Gregg

Dear Sir:-—-
I have had some talk with Mr. Jortberg in connection
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with the commission toc be pald on the Automobille Public
L3ability and Property Damage Policy for the State of
Maine, I would like to have you advise me regarding
gross comnlssion which will be allowed, and to further
say that this commission will be allotted to properly
licensed agents in the State by the Governor and Council
as has been done in connection with past pollcey,

Very truly yours,
C. W, Lovejoy

L/H Commissioner,
Copy:eg. '

THE WITNESS: Tne Company called me on the telephone

end read this letter and asked Jjust what 1t meant. I

told them ¥ery frankly I éid not know, but I would try

and find out, So I came to the State Hpuse, to Nr,

Lovejoy, and told him that apparently through something

over which I had no control there had been an assumption

that I had received a salaried job and that there was

2 commission availeble to be pald on this business, I

told him very frankly that I had, in accordance with

the original letter that was sent to me, made an

arrangement with this particular company on this particular

business on a fee basis and that a definite portion

of the fee was the commission payable on the business

and that every dollar that was allotted to anyons

else than myself on this would be taken out of my pocket,
Mr. Lovejoy was quite upset, told me he didn'+ know

how Mr, Weston would like 1%; so I asked for the privilige

of using his telephone and made an appointment and went

down %tc see lip., Weston in his office, I presented the

same story to him, He told me that he didn't know whast

cculd be done, igasmuch as the matter had already been



11
121d before the Governor, so I asked then 1f 1t
would be 8ll right with him if I went to the Govermor
with it, He indicated that he preferred to handle the
matter himself and that 1t would be properly taken care
of and for me not to worry.

I told the company in discussing the matter wlth
them to answer the letter in a very general way without
committing themselves, and they answered tne letter as
follows, and there is a copy of this letter from the
same gource,

MR, WEBBRER: I will read the copy that has been suprlied
me:

#Concord, N. H,
Cctober 5, 1940,

"Hon C. W. Lovejoy

Comrissioner of Insurance

State House

Augusta, Maine,

Dear Comnigssioner Lovejoy:

In reply to your letter of October 2, the maximum commission
payable on the Aytomobile Pybllic Liability and Property
Damage policy covering the Stgte of Maine automobilles
is 5%,

We are pleased to advise you thnat 1t is a positive rule
of this Company, to which we have always strictly
adhered, to accept business from and pay commission to
only preoperly licensed agents in any territory,

Very truly yours,

S.H. Gregg
Branch Manager, "

SHG:N
Copyeeg

THE WITNESS: Tnls letter produced another letter from
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Mr., Lovejoy wilthin a few days, copy of which you have.

MR, WEBBER: I will read the copy:

"TSTATE OF MNAINE
Insurance Department

Auygusta '
"october 7, 1940

i7urich General Accidsnt & Liability
Irns, Co., Lt4.

Concord, New Hampshire
Attention: MNr. Greggz, Branch lanager
Demr S4r:

Wish to thank you for your letter of October 5th
and to further correcf en impression which I apparently
gave in my letter of October 2nd., We do not question
the procedure of your company of payving commission to
only licensed agents, but in this particular instance
the licensed agents will be designated by the Governor
and Council, and the amount of commigesion in dollars
to eacn will also be designated,

Very truly yours,
C. M. Lovejoy

L/H Commigsioner!

X

THE WITNESS: Seeringly that letter required no reply.

The next thing that happened -~ nothing was sald, On
November Bth. lir. Lovejoy resigned as Insurance Commissioner,
to be effective Noverber 12th, He left the office after
having sald goodbye to his personnel, to go hunting and

nct be back, I naturally eassumed thls matter had been
dlscuscsed between Mr. Weston and the Govern and that nothing
further woudld develcp.

Dyring thet week tnree different interests in the
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inesurance business in Portland that are affected more
or lessby whoever mgy be in the office of Insurance
Commission suggested to me that I set myself upas a
candidate for that office, based on previous experience,
and one of these suggested that I talk with Cony Weston,
and I did on November 8th., which was the day that the
State House &tosed down for threes days on account of
Armlstice Day.

I came down, went down to Mr,Weston!s office by
appointuent, told him what I was tnere for, and we entered
into quite a discussion, I told him that I felt definitely
that based upon experience and knowledge I should be
qualified to discharge tne duties cf the office, He
agreed, and told me that if I really decided that I
wanted 1t seriously to let me know, Jout he advised
me agalnst atftempting to get the approintment because
he didn'¢ think 1t was the type of work under present
con@ltions that would be very satisfactory. He did
tell me in the course of that conversation that there
was one man that could have had that eppointment had
he wanted 1t, that the Governor had offered the appolntment
to this man through Weston. That man is Brooks Brown, who
is employed in Cony Weston's insurance firm, lacomber,
Ferr znd Wnitten. He then, as I was leaving, referred
to this comrlsslon matter and told me not to worry, that
1t would be taken care of, Now that was the only
reference I had had from October 7th. to Nyvember 8th,

Cn Tuesday, Npovember 1lZ2th,, I came to the State

House to the Insurance Dgpartment to get more complete
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information upon a minor accident that had been repcrted,
I got there at about twenty minutespast ten, and was
told that Mr, Ldavejoy had just left, I had just migsed
oim, He had come in for about an hour and nad taken
the plane for Boston,

The following day, Npvember 13th., ths manager of the
Zurich for New England met me at the Egstland Hotel
early in the morning by eppolntment to discuss some other
Apossible business., While we were talklng he was paged,
called by his office, and & letter was read to him on

from
the telephone that had just been recelved kf lr. Love oy,
and he asked me to listen, to get the information contained
in this latter, I did, and I requested that photostatic
coples of that letter e made. Copyv of that letter
has been furnished to Mr, Webber.
¥R, WEBBER: I will read tne copy:
"STATE OF MAINE
Insurance Department
Augusta
"November 9, 1940,
"Zyrlich General Acclident & Liability I,s. Co.
206 Patriot Building,
Concord, New Hampshire,
Attention: Ir. Gregg, Meansger,
Dzar Sir:
I have today recelved advice from the Governor and
Council that they wich to have the commission on
the State of Maine Automobile Fleet pald to the
following individuals and in the following emounts:

Brooks Brown = $600,
Charles A, Jortberg, Jr., = $283,.63

When tane premlums have been pald, checks for these
amounts are to be sent to this office for trensmission

to these individuals through the Governor,

* Very truly yours
L/a (Rec'd 11/13/40) 0.1, Loveioy
Commisel oner.”
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1}

of that letter, discussing

ct

THE WITNESS: Ag a resul

0

it with the manager, I told him he could not legally

ray the Commission to Brook Brown becsuse I didn't belileve

tne licenses in ths filés in ais name would permit 1t.
and «

So we drove To Aygusta Xn I went into tae Insurance

Department, found lir. Brown was not licensed for the

Zurich and did not have a broker's license, nor was there

a record of his ever having had a oroker's license,

3. (By Ur. Webber) What do you mean by his not being

licensed for the Zurich? How does tnat work?

A, Tne lawe of the State reguire that 1f you are to

6o business with a conpany you nave to be licensed by

thet company and the State. That means that you

conplete an application &s an individuael which in turn
the company epproves and tne company ferwards the application
with the fee of two dollars to the Ipsurance Depariment,

then the license 1g issued in tThe name of the person

applying to conduct certain definite lines of insurance

as permitted by the charter of the company for a period

uguelly of & year but all licenses expire as of July
1 of a given year, That 1s the agenttse license.
Now Tthat license designates the individual to whom it i1g
igzued as an zgent of the company, with full suthority
to Bind tae company and act for the company.

Now vou have another clags of licenses termed "brokers
licensesh, Tne insurance broker 1s the individual who

acts for the insured, the purchaser, ne does not act as

agent of tne company but he has to be licensed because
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he agsumes knowledge of ghe business which would permit
him to take your insurance policy, analyze 1%, and obteiln
maxinmunm coverage at minimum cost by golng to any one

0f the companies in the State. The broker 1s the agent
of the purchaser and usually pleces hls business with
general agents who in turn collect an overriding commlssion
for tae work they do. The fee for a brokerls license

in the State of laine 1s 525 a year 6  Because of the

size of that fee, there are very few brokers' licenses
lssued,

. Now you say Mr, Brown had neither of these?

A, According to the records in the Insurance Derartment
as of that date there was no record, I had 1t verified
by the devartment.

& Up to the time that we nave covered now, or up

to the precent time, o Iar as you know, what has

lir, Brooks Brown ever done in connection with the writing
of this Zurich business?

Nothing to my knowledge,

[

A

Q. And was this letter of Npovember 8, 1940, the first
knowledge tThet either you or your company had that

v, BrocksB®rown was supposed to have performed some
valuable gervices?

£, That is right,

Qs Byt you are gstill in ignorance as To what those
valuakle services were?

A, XYes,

@s Now do you wish to continue? Wys there anything that

transplred between the 9th and the 18th?
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A, I would like tc go back and put one thing 1into
your record which was very revealing,

Obviously, after having sBeceived the order tec wrilte
the insurance, Tthe first place one would go would be
the explred policy to use as a gulde, go I asked lir,
Lovejoy to furnish me with one of the copiles that he
had, and in checking thsat copy for the varicus endorsements
I discovered that a second endorsement had been issued
on hired cars superseding tne first one, dated May 8th.,
but dated back to May 8th., cutting the rate from $1.52
to 95 cents, which meant a 37-1/2 per cent cut, and,
stamped on the back of the endorsement is the receliving
stamp of the Insurance Department showing 1t fo be
recelved on Aygust 22, 1940, two days subseguent to
the gquotation of 74 cents for the Zurich, In other
words, this quotaetion of 74 cents not only affected
the cost of insurance under tne present carrylng company
but retroactively to llay 8th brough a reduction of &7-1/2
rer cent., What that may mean in figures I do not know,
because I have never seen the figures on the amount
of hire developed from May 8th to the exrziration of
thie policy.
Qe Now was there anything that transpired between
Noverber 9th and Neovember lgth?
4, No, On Npvember 18t%th the Aurich acknowledged recelpt
of lir, Love Jjovis letter of the 9th in the form of the
letter which you heve a copy of,

R, WEBBER: I will read the copy.
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"Conford, New Hampshire
November 18, 1940

8onorable Lewis 0. Barrows,

Governor of the State of lMeine, and

The Members of Tphe Governor!s Executive Council
State Hpouse

Augusta, laine

Honoreble Sirs:

On Npvember 13 we recelved letter from the Honorable

C. W, Lovejoy, Insurance Commissioner, informing us that
the Governor and Council had advised him that they
wlished to have tine commission on the State of Malne
Automoblile Fleet Policy paid to the following individuals
gnd in the fcollowling amounts:

Brooks Browh ee.ceee... 5600,00
Charles A. Jortberg, Jr.$293.83

Commlssioner Lovejoy further instructed us thet when the
premiums had been peid to us, checks payable tc the
egbeve individuals in the respective amounts indicated
were to be sent to the Commissioner's ofiice for
transmission to these individuals tarough the Governor,

We interpret the laws of Maine to require that commission
on any policy may be paid only to properly licensed agents
or brokers, Mp. Brocks Brown 1s not a licensed agent

of our company nor do we find record of a lMalne brokeris
license having been 1ssued in his name. Consequently,

1t appears to us thet to follow your wishes as outlined
by Commissioner Lovejoy would be in viclation of law and
we Teel that this situation should be cealled to your
attention before any commission is paid, We are therefore
teking the liberty of writing direct to you in view of
the fact that Commissiocner Lovejoy has resigned and we
understand his successor has not been appointed,

We await further advices,
Very truly yours,

Zurlch General Accident and
Lizbility Insurance Co., Ltd,

S. H., Gregg, Branch Manager!
SHG: ep
cc - Cpharles A, Jortberg, Jr. "
Q. (By lir., Webber) D3d anything transpire between the
we :
writing of that letter and the writing of a letter in
answer by the Governor?

&, No,
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MR, WEBBER: And I will read the Governorls answer:

ISTATE OF MAINE
Executlve Department
Aygusta
November 20, 1940,

S. H., Gregg, BErench Maenager

Zurich Genersl Accident and Lsablllity
Insurance Company, Ltd,

Concord, New Hampshire

Dear Mr. Gregg:

We acknowledge recelpt of your letter of Npvember 18
relative to commission payments of the State of Maine automobile
fleet policy,

For your information, we quote below that rortion of
Section 122, Chepter ©0 cf the Revised Statatesg of 1930
which pertains to the subject matter in question:

"Agents of duly authorlzed insurance compsanies may
place risks with agents of otner duly authorized
companies when necessary for the adequate insurance
of preperties, persons, or interests."
Reference tc tne records on file in the Insurance Department
reveal that Mr.Brooks Brown ie a licensed insurance agent
in thls State and in view of the fact that Mr, Brown
placed the State of dlaine automobile fleet policy tarough
an authorized agent of your company, namely, Charles A,
Jortberg, Jr., it 1s my opinion and that of the Council
that Mr, Brooks Brown can legslly be pald a commission
on this bueiness in accordance with proper interpretation
cf the insurance laws of thlis State,

Very truly yours,
Lewls O. Barrows

Governcr!
LOB/pecw

Q. (By Mpr. Webber) I suppose, lr. Jortberg, you have
no informatiocn or means of information as to where
Governor Byrrows got the impression that My, Brown had
written this business and placed it through you?

A, DNone at all,
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Q. Ig that 1in accordance with the facts?

A, Ng.

Qs What has your compeny done since then?

A, They sent their chief counsel from Chicago to Partland
with the manager from Concord, and reviewed the entire
facts up to date. He returned to Chicago after having
advised the mangger of the company to acknowledge the
Governorts letter, I haven't a copy of that acknowledgement
btut I understand it merely acknowledged recelpt »f

the letter and advised that the matter had been referred
to the legal department in thelr Chlcagec office,

@. Have the commissions been paid?

A, No.

Q. Ngw what would be the practical result in connecticn
wlth the general agent, the Dunlap agency, who are,

I understand, the people in the State of Maine directly
gesponeible to the Zurlcn Company? Suppose that these
commlssions were pald in accordance with these instructions
but a2t the end of the period there turned out to be a
return premium based on experience over the pericd, would
there not be fTthen a return commission due?

Ls Tnat 1is right, there would be,

d. And tc whom would the comﬁany legally look for the
return commission?

A, To the general agent, as a matter of accounting,

Q. And is there any way to determine under this

procedure what Mr, Brawn should be expected to »ay back

if any return commission were found to be due?

A, Neone at all,
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Q. Is there any contrtactural relationship between
the Dunlap agency and My. Brown?
A, None to my knowledge. I have been informed by them
there 1s not,
&, Would it be fair to say that as a practical matter
the Dunlap agency might eventually end up by accepting
a loss?
A, Yes. For your information: Rgtes for automoblle
ingurance are determined by the rating bureau, the
National Byrcsau of Casualty and Insurance Underwriters;
and wnhen a risk of this charagter comeg up, 1f a company
decides tihey are willing to write the risk at a givan
rate witnh certain endorsements such as a profit-sharing
égreement, tney In turn submit the methcd of writing to
the company before guoting, and the Buresu designate
that portion of tne premium that shall be paid as
commisslon to the producer and that portion which shall
be allocated to the general agent, 1In this instance

the Byreau #@iesignated four per cent to be pald to the

Bt
e gy "
SRR ﬁfﬁmg I

@urchaser and one per cent to the general agent. Thils
correspondence indicates that any amount of money accruing
to the credlt of the general agent because of his handling

of the detail of the business and acting for the company

in the territory was complevely ignored, lnasmuch as the
gross commigeicn of five per cent ig allotted in the amounts
of money incorporated in these letters.

Q. As a matter of fact, representatives of the Dunlap agency
Emmpzryxxdid aselist you to some ext ent}

£, Very materially, Wwen this first came up, the negotiations
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to obtain the seventy-Ffour cent rate requiredxmzxxs quite
bit of time, lnasmuck as nc company would accept a
rate that was less than fifty per cent of the rate already
being pald without being convinced they could carry the
risk at such a reduction, A4 least half a dozen trips
to Concord were made by Mr. Erland Dyniap and myself, the
expense of thesge trips being peaid by hinm,
(Off record)

There is one thing I would like to bring out., Section

122 of Chapter 60 of the insurance laws as guoted
in the Governorl!s letter frowm a practical point of
view was never intended to apply to cacualty lines of
insurance, That sectlion was put 1n the statutes to
take care of the case where up say 1n Arcostoock County
2 risk of $50,000 1s given tc the agent to place, He
has four fire companies in hies cffice and no one
company wants to accept more than $5000 of that line,
This law was pascsed giving the agent in Aroostock County
the opportunity of gilving this business to oBher agents
5o he in turn could deliver $50,000 of insurance and
do it legally; but the very nature of casualty insurance
ig such That such & subdivlision can never come uv. The
only subdlvision that ever arises 1t where an assured
wants extremely high limits of coverage and they buy
from the average commercial company the primary basic
coverage and then from an exXcdss insurance company
tney will buy excess limits; but such a thing as dividing

casualty business such as this is not intended to be



covered under that statute.
Q. OFf course, moreover, it is very obvious from btaading
the statute that the statute has notalng to do with this
gltuation,
A Yes. <+ would prefer to have that go into the record,
SENATOR LAUGHLIN: In that case he would nave To be the
one that placed the insurance?
A, Yes, |
Qe So, as epprlied to this case, Mr. Brown would have
been obliged Lo place it Through you?
A, Yes,
CHAIRMAN TOMPKINS: Did anybody essist you 1in effecting
this insurance contract?
A, Npt 1n effecting the contract. All negotiations
with the S4ate were conducted by myself alone,
&, Did you consult with any representative of any other
insurance agency?
A, 0Onply the general agency of the company, the Dunlap
agency referred to.
Q. Did you consult with any representative of any octher
agency?
A, Np; at no time,

There 1s one other point you have raised in my
mind by asking that question thet is not relative to
The Question., I was asked at the time the order was given
to me by Cony Weston and llr, Lovejoy in the Insuren ce
Commissioner!s offlce whet amount of commission was
included in the ratesthat were quoted and I told them

five per cent, That came to my mind when you asked the

guestlon relative to the commission,
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CHAIRMAN TOMPKINS: Would they have had any other method
of knowing the amount of commission allowed on thls
plece of business other than/?gittold them?
A Why, yes indeed. It would be a natural assumption
that the commission would be the same as paid the previous
yvear, because the baslic rate structure was practicsaslly
the same, so they naturslly assumed it would be the csame,
Then they could find out by writing direct tc the company
or writing to the bureau,
SENATOR LAUGHLIN: Through what agency was this insurance
at the $1.52 rate placed?
A, I don'y know,
&, You do not know who received the commissions on it
elther?
£, No; I was never able to find out., I have a copy of
the policy. I+ was countersigned by lir., Tozier, who was
ge agent for the I surance Company of Norta Aperica,
which 1s a fire company and a companion compsny of
the Idemnity Insurance Company of North Americe, He is
2 salaried man who hes office space with Macomber, Farr
& Whitten, but he does not recelve commissions,
@, Do you know whether or not that commission was paid
to anybody?
A, I was told by Mr. Laveloy it was vald to somebody
and I would be better off not tc know who it was pald to,

when I ralsed the question a Fear ago,

Q. (By ir. Webber) Do you know whebther when the
Idemnity Company of Nerth Aperica got their business in
The first place that they got 1t on bids as you 4diar

A, I can answer that question perhaps best by giving you a
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1ittle resume of what transpired, The normal expiration
of the inscurance in 1938 was Jyuly 20th., I+ had been
carried for two yesrs by the Traveler!s Company. They
didn'+ care at any rate to stay on‘it further becauses of
the losses they had suskalned. They agreed to stay on for
thirty days on & binder bringing it up to August 20th,
From whet lir. Lpvejoy has told me, 1t was my understanding
that he and Cony Weston went to Boston and negotiated
the contract for the Ipndemnity Company of North America.

I do not know that there were any bids, I know of no other
compeany thet quoted,

SENATCR LAUGHLIN: Do you know whether or not the insurance
company records would show whether or noct & commzission

wag pald to anybody?l

A, I assume there would be in the flles copy of a letter
simllar to thls letter, inasmuch as it has been the
practice for tThe last two years at least for the Insurance
Commissioner to follow the instructions of the Governor
and Counecil in 2llotting commlssions on insurance bonds
and insurance other than fire insurance. That has been

The practice, Those letters should be available,

CHAIRMAN TOWFKINS: Upder what heading would those

letters be filed? |

4, I imagine they would be in the private file in

the Insurance Commissionert!s office,

{OfT record)

CHATIRMAN TCMPKINS: You would not go sc far as to say,

Mr. Jortberg, that the cocllasboration which you received
from Mr. Weston might not be interpreted to mean that for
thet collaboration his agency was entitled to 1t, part

of 1t?
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A, It would be rather difficulty forme to say that,
inasmuch as the conversation witn him didn'y last four
minutes,
CHAIRMAN TOMPKINS: Well, you can meke an awful lot of
conversation in four minutes sometimes that is very
binding,
SENATOR LAUGHLIN: The fact that lir. Weston and Mr. Loveloy
went to Boston to make this $1,52 contract would suggest
to you, would it not, that it was made tarough somebody
at the Boston agency as the representative of the compeny?
ﬁ. I wouldn't think sc, Senatcr, for this reason: The
Companyls brancih office was inBpston and I would be
very reluctant,from what I hewe observed, to think that
any agency from outside of the State of lMalne was ever
given any consideration,
Q. WhYy dld they meke it in Boston?

branch

A, Because that is where the company!s RE¥mzx office
Was, and thney dealt direct with the conmpany.
Q, Trey deealt direct with The company, not as in
thils other case through an agent as they de&@lt with it
through you?
A, That is right,
Q. OFf course you Jo not know anythlng about the
arrengement on other insurance, fire insurance and so
forth that the State places?
A, Tne fire insurance is placed tarough eignt master
prolicles, The agent thaet has to write the master policy

is selected by the Governor and each member of the council,

Now that is very well divided in that the individual who



27
places that with the agency designates to the agency
2s to whom they will give the reinsurance orders, Ip
other words, onemseighth of that total schedule would
run into many millions of dollars and a very considerable
premium_ Sc the key agent gets instructions from the
Governor and Council as to whom the various agents will
be whe wlll writes reinsurance., ZEREIXEEXIZRALEX
@. They designate ones that are brokerage agents for
the S4ate?
A, Yes,
(0ff record)
CHAIRMAN TOMPKINS: Where can we get a copy of the
Insurance Commlssionerts speech?
A, It is in the file of the puvlicaticn in New England
called The Standard,
@, Wae 1t ever publiched inany publication?
A, Tnils magazine, The Standard.
@+ Hew long ago?
£, I would say about a year ago,
%, Wouldn't any insurance agent be apt to have a copy?
A, They might have, That is a weekly publication that
comes out of Boston, published in Boston as a trade Jjournal,
Whetner they would retain trnelr coples back that far I
don't know,
Qe Would yvour sgency possibly have one?

A, T don't know, I will find out.

@, (By Mr. Webber) lr. Jortber}, this allocation of
fire insurance as you have described it does not result
in any monetary disadvantage to the State of Maplne, does 1it?

& 0Oh no,



G. And why doesn't 117

L, TFor the simple reason that there 1s a gross fire
commigsion of 20 per cent. If the master agent that
wrote the one-elghth retained all that business he would
retain 20 per cemt of the premium paid. Ag it happens,
nowever, when ne givee an order for reinsurance the

de

agent thst writes tha

ct

reinsurance gets the 20 per cent
and the agent towhcm the gross premium ls paild must

return to the agent issuing the policy the full amount

of the premium, so there can be no disadvantage to the
State of Meine.

Q. My question is a little different, Tpat flre insurance
deesn't go out on bids, but isn't 1t Ttrue 1f it were put
cut on bids the State would not get any better rate on

Tire 1insurancert

A, That 1s right,

Qe Buf is that true on liability or casualty insurance?

A

« Well, it 1e supprosed To be true. For instsnce,tiere

1s a2 menual that states that the rate for Thisg hire

o

car coverage should be $1l.52., Now attacning that To
a basic policy that has a graded reduction becausge of
the number of venicles of twenty-four per cent would
normally Jjustify a reduction of twenty-four per cent.

But here was & company that was anxlous encugh to get
tihls busliness so they gave me a gquotation low enough

to practically guarantee getting The business and they
got The Eureau To approve the quotation taey were making,

Qo Dpes it boil down to this: All casualty and liability

coverage should be put out by the State through bids In get



A, If those bide are handled in the proper way, yes; if
nct, no, I mean by that this: That a fly-by-night

cyp company could set up an artificial financlal structure
end could come into the State of lalne and get admitted,
and then tc get the State's business they could cut the
heart out of the rate below the minimum at which it could
be carried, I¢ 1t were on & basis of gqualified bidders

such as &s adopted oftentimes 1n building contracts where

2 bidder nmust prove als qualifications before he can

Hy
J=te
Qs
O

neve the privilege of b

ling and then declsion made

on value received rather than deliars and cents alione -~

for ingtance, you migit nave & guotation of 51000 from A Company

and & quotetion of $950 from B Company, bub the coverage
that & Compsny was giving for The thousand doliars might
be of:twioe the value when 1t came to the payment of

a claim as the coverage being given by B Company, so

1t should lend itself to interpretaticn, I Ao not

2

beliefe that the S+ate could Justlfy meking s purchase

on jucst a dollars and cents basis alcne, if I make myself
clear,
SENATOR LAUGHLIN: Isn'+ the camualty ilnsurance gllocated

to the members of the CGouncll &lso? The whole Gouncil
does Ihat?

&, I+ is supposed to.

G It ie by vote of the entire council,whether it is
to please one member or ancther?

A, hat is what I am told,

&, Byt it ig 2llocated?

A, TYes

®



VR, McNAMARA: Then this rate they were given of $1.52
would be the ssme rate any other company would give tnem?
A, The same as you would as an individual if you said
to me: "I am in the zebit of hiring a truck in my
buginess maybe ten days & month., I want you toc be sure
tc get insurance for me becauge 1f that truckman doesn't
have insurance and is trucking for me I might have to

be in a position of having tc defend myself on & claim,!
You would get the samre,

R, McNAMARA: Had the State of Maine ever had a fleet
insursance lower than $1,527

A, They had never nad tais form before, To glve you an
idea of how it has happened: When this rallroad wrect
cccurred I had not been down here twenty-four hours

and I was given the job of investigating, and I went
over tnere and it was the most peculiar thing I ever

saw in my life, Here 1s & company told that they have
got to pay the maximum limits on a policy of $5000 of
property damage plus $1100 or §1200 for minor personal
injuries. That was brought about in a manner where
there could be nc conceivable negligence on the part

of any 8+4a2te emplcoyee., The only State employee Envelved
was the power shovel operator. His power was off, the
shovel chained to three trucks and the &lpper of the
shovel in the third truck, The road supervisor of the
Town of Gloucester had started with them three miles
back to supervise this convoy so he could sgignal the
crergwre of the trucks and they could follow his slgnals,
because 1if you leave 2 convoy like that alone tThe three

men wont work in unison. He left the convoy to go home

to supper, They went up under the trestle withaut any guide,
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The boom of the power shovel bogged, and when it bogged
the cshovel operator tried to stop These truck drivers
but they couldn't near him, The net result was the boon
caught under part of this stekl trestle and 1lifted it
over twelve inches end srread it out. They sent out
men to stop the train and one fellow bullt a fire on tae
track with what paper he could collect, He filnally had
to jump from in front of the lccomotive, The locomective
didn'+ slow down, It was a speclal train carrying 350
boy cempers, The locomotive went over on 1ts side and
seven cars accordlaned., Fortunately there was no one 1in
the fTirst three cars.

Now in following that througn tne Atvorney General
drew out two declesions under Workmen'!gs Compensation
Insurance waere injured employees of towns working
on road work where the money was furnlshed iy part
by the Highway Commlssion according to decisions of the
Supreme Court were employees cof the Highway Commission
and of the State gnd as such were defilnitely entitled to
the benefits of the Workmen'!s Compensation Act, That
meant in this instance that this road commicsloner and
these three truck drivers were on an operaticn where
the shovel had been loaned them by the State and
that particular cperation was in digglng out gravel for

+ate Ajd highways, and because a portion of the funds
would be reimbursed to the town by the Highway Commiscsion
the waricus conferences seemed to result in the fact
that the Highway Commission were responsible, Now, peculiarly

enough, there was specific insurance on two of those trucks
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in the name of the owners, Tne third truck didn't
have specific insurance, but the Town of Gloucester
carried contingent liablility insurance covering its
1isbility for all trucks it hlired. Byt it 1s now claimed
that because highway fiinds were used to reimburse the town
for that operaticn that therefore the Highway Commission
i1s responsible for the operation,

Naw 1f that same principle is applicable to these
thousands of trucks that are hired on every little nhignway
and byway to sand roads and do such things —-—- an actual
survey indlcated that lege than ten per cent of them carried
any insurance, which would be easily concelivable in the
condition they are in ~= there could be a serious accident
for which the Highway Commission could be held responsible
and possibly have to pay considerable money.

(Off record) (Recess to 7.30 P.M.)

2,30 P.l,

(Mr, Charles Jortkerg, Jr., Continued)
Qe (By Mp.Webber) MNr. Jortberg, when you were working
Tor the Safety Coordinating Ccommittee you made your
headquarters in the Insurance Department? Is that right?
£. That is right,
<%, And then since you nave been on this insurance,
State insurance, you first had direct contact with a lot
of insurance problems and so forth of the state?
A, Yes,
& Now, first, wnhat have you found the situation 1is
with regard to reporting accidents by State employees,

and is there an opprortunity for the State to improve

that system and save some money?
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A. The best way to answer that I think is to start
back when the responsibility for handling the State
insurance was given to me when I first came down here,

An analysis of the experience of previcus carrying
companies indlcated very clearly that there nad been many
delayed reports and I soon ran into obstacles 1ln endeavering
to get reports  For instance, I was told by the State
Police that they didn't have to complete a report before
the insurance company, that all they would do would be
to forward a typewritten copy of thelr own police
report. This lemd To one particular case where there
was an aprarrent damage that could run into five to
seven hundred dollars and lead me to the polnt of where
I put the thing right up to the company by mail and
asked them 1f they would BXyp=® accept such reports and
would pay on the basis of typewritten reports, and they
saild noy, They sent their claims attorney down nere
from Boston and he ssid it wes hls responsibility to
approve the payment of claim drafts and he couldn'y do
1t on that typewriftten report, So, after some pulling
and hauling, I went to the Governor and we set up
& procedure whereby all accidents were supposed to
have been reported promptly when they happened, to clear
through cne central agency, Pact experience with the
Travelers, who had been on the ingurance for two years,
showed that they nhad considerable difficulty in finding
out sbout accidents which had cccurred and didn'sg
have an opportunity to investigate many times untll after

1t was sc old investigation would dlsclose nothing,
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So on QOctober 10th the Governor sent out & mimeographed
mermoraendun wnich outlined the proceddre, Now in this
procedure it alco developed that there was State-owned
property that was being damaged tnrough the negligence
of third parties, that is where a State-cwned automobile
would be in collision with another car where the negligence
was on the other fellow!s part and where the State employee
was absolutely clear, In one instance there was &
car practically demolished. The car was in the jurisdictiaon
of the deparimental garage, and I raised the question &as
to what was being done to collect for the damages to
the State-cwned prorerty in this instance because I
hepprened to know that the car that caused the damsge
was insured and that damages were collectible where the
facts seemed to indicate there was clsesar liability on
the other fellow!s part, Apd 1n that case, Lewls, wio
wag in charge of the garage, sa2ld ne would take care
of the matter himself, and he came to me scme few weeks
later witn a letter from the firm of Stern & Stern,im
attorneys 1n Bgngor, where they were attempting to reverse
the situation and tocss the bill back into nis lap.
That lead me to discuse what wae happening first with
the Attorney CGeneral ag to wnether there was any procedure
set up by statute for the purpose of collecting such
damages, and I was informed tinere was not. I then went
to the various departments and found that particular
phase was being nandled a good deal like accident reporting —=-
what 1g everybofly!s business is nobody's business, an@ there
was no centralizaticn of responsibllity. And as I dug into

the thing I began to find out, for instance, the Highway
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Commiceion have under their Jurisdiction rights of way
on State roads,%kx property that will run into hundreds
of thouscands of dollars in value, They have a number of
gusrd rails thet are damaged by veanicles, many of which
are insured and many net insured but owned by people that
are responsible, I found with the larger firms of Xke trucks
that are cperating under the Pyblic Utilities Commission

tha

ct

they had a2 standing arrangement a2t the end of the
year they would take and send bills to the trucking flrm
for damages caused to guard ralls, They set an arbitrary
value of one dollar on each pole in a guard rall, While
I was driving to Portland December 3, 1939, Just @8 I weas
golng into ¥ rmouth a drunken driver comlng in the
opprosite direction went off the road, ripped off seven
poles and went down intc the ditech, I was done of

three witnesses and I just followed that particular

case Tarough to see whether or not the damage to the
poleg was being billled, and 1n that instance nothing

was being done, A congervative estimate for a period

of a year would seen to indicate there are many thousands
of dollars, upwards of twenty-five thousand dollars,

that shouvld definitely be collected by the Stpte for
damage caused to State®owned property, noct only motor
vehicles and guard ralls but other State-owned property,
Pbut no definite procedure had been set up, I took

the matter up with the Attorney General and we worked

out & procedure whereby 1T accldents were reported to

a central location the facts concerning those accidents
could be put 1n such shape sc he as representing the
State could attempt collection, but we found in most

instances most departments had set up their own procedure and
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that on gme they would ccllect and on others they would not,
Incorgorated in the report I made eut a2t the end of tThe
fiscal year is the suggestion that where the average
claim of the State against another party might be small,
the aggregate in the course of a year could run into

a tremendous amcunt of money. There has never been, up
until this thing was set up, & centraligzation of
reporting of accidents so that any one agency know, For
instance, 1 was amazed to learn on setting this up that
upon receipt of an accident report a very simple lettsr
of acknowledgement was sent to the department head, and
I soecn found myself answering telephone calls to explain
to department heads what the accident was, because they
had no knowledge of it. In other words, accidents could
ccecur and reports go many times to the insurance company
and many times no repcort untlil the clalm was presented.
An illustration of that is the case of cone of the
University of laine cars, a car being driven in February
up in the Dead River region by a wild 1life student of
the Unmiversity of liaine. He struck az pedestrlan; he was
alone in thls car; there were no witnesses., He stopped,

ricked this man up, found out he was injured, took

jay

im to his home, got a doctor for him, and he reporited

it to hie immediate superior at the Unmlversity and 1t

died there, nothlng happened  Along in April the Unlversity,
through the treasurer's department, wrote a letter asking me
to come over, They were all upset because they had had

a letter from a firm of attorneys in Farmingbton demanding
immediate arrangements for payment of thisg particular

claim or they were going to bring sulit; and there had been
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no report whatscever,
Q, What have you found with relaticn to the ratio of losses
paid in the past to passengers in State-owned cars?
A, Well, the one big problem that 1s very evident
from an analygls of the experience over five ysars snoﬁed
that the reason that no companies would want to continue
To stay on the risk at the rates the State would pay was
because of the claims being presented by the so-called
fguests", in other words, reocple that were not employees
of the S8tate but who were riding in State-owned cars
belng driven by State employees and who became injured,
The Travelers had very nmuch difficulty with them, and when
that question was raised -- that became evident along
toward the latter nart of 13940 -- and My, Lovejoy said
they had discussed that with the Governor and Council
before --
Q. You don't mean 1940, do you?
A, 1839, They had discussed that particular thing with
the Governor and Council before, but conditions were
noet such that any definite set rule could very well be
made by any elective officer of the State because that
would cover and nlt so many employees of tae State and
deprive them of a privilege that they slways had had,
The bulk of the clailms that had arisen 1in that class
had come up on State Pollce cars., So I took the matter
Up, as long as taere could be nothing done tc cover all
State cars, I took that particular metter up with the
Chief of the State FPollice as to the usage of cars, and
questioned as to whether or not there was any rule or

regulation relstive to other than employees of the State



riding in State cars, And about that time one of

the sergeants of the State Police hsad made a request

to use a Stste Pollice car on a vacation trip fThrough
Quebec with his wife,and the chief of the State Pollice
refusel the request on the ground that there would be

no insurance in force. Well, that railsed the wholie
isesue., The net regult of 1t was a ruling was made by the
Chief that the usage of State Police moteor vehicle equipment
would be confined to offlcial use, and the reason given
when the gquestlon wes railised in variocus police districts
wes because of ilnsurance, The big problem up to that time —-
and the proof or evidence thset was true lieg in the

fact that up to the time of a centrallized source of
reporting of accldents and having department heads

nave knowledge of accldents taken place, the experlence
had been real serious, Sybseqguent to that time the
experience, witn the exception of this rallroad wreck,
has been particularly good. Ag a matvter of fact, there
has only been $1408 disbursed 1n the pericd that the
Indemnity Company of Narth America policy was in force,
There are reserves get up for unpsid claims,

Q. Now under thies proflit-sharing srrangement all that
reflects savings to the Stste of Malne?

A, Definitely,

&, Have there been instances in the past where there
heve been insured State—-owned veanlcles that the State

dld not actuslly have?

4, Yes, It iec rather riduculous, but, in making up

the schedule of equipment for the Indemnity Insurance

Company of Narth America I learned they always used the



Secretary of State's reglstration records to make

up the schedule, and the Travelers at that time had an
audit billing. I wanted to confirm the informaticn that
was on the Secretary of Statels records from ancother
source, and so I went tarocugh the departments, We found
up in the Adjutant Generalls cffice that there were seven
or eight Nash Quad trucks, the old 1917 cr 1918 army
truck, given to the Adjutant General by the army depariment,
that nad been carried as insured and on registry records
in the Secretary orf State's office for a period of

five yeare~where they had been Jjunked, and they were
carrying ten vehicleg where there were really only two
vehicleg in existence. In the Highway Commission, in
checking the bill we ran into & discrepancy. There were
thirty-two cars we could not locate, We chased those
thirty—-two cars for some weeks and finally found out

the Highway Commission would redquisition the S-plmtes

at the first of January when they would come out shiny,
bright and new and go on their veinleles, Along toward
the latter part of April or sometime in May they traded
about thirty or thirty—-two cars egch year, Wnen they
traded those cars and got new cars 1in, the plates

had become a little discoclored and rusty and therefore
didn' ¢ look good on the new cars, sc they would take
those and toss them intc the ash barrel, wouldn'y

change the Secretary of State's records, but would
requicition new plates, so that the cars when new could
go out with brand neww plates, which made a duplication

of thirty-two cars on the registretion records, because no
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record was made of the venlcles when the plates were
thrown away.

Up at the University of Maine there were two trallers
that had been junked, for whica premium has pald, but
that was because the treasurer's office had not been
notified by the particular department which had junked
those vehicles.

Q. Whose responsibility does it seem to you it is to
see those things do not happen?

A, Well, 1t has never been anyone's responsibility

-

as far as I wae able to find out, In other words, I wés
told when I started to bulld a scnedule for the
Indemnity Insurance Company of North Aperica that the
only men woo knew anything about what motor vehicles

the State owned was the special agent of the Trevelers
Insurance Company. Trat didn't sound just right, so

I started around tharough the depariments, and in no

one place was there any record,

Now a2t the present moment, at the time this schedule
was made up for Zuyrlich -- and the test of whether g
schedule 1le acecurate is when vyou mall out bills to
the departments, becauge if there are any inaccuracies
they question the bill -~ there was one change only,
and that was at the University of Maine, and thet has
been pald back,

In disciissing the thing with the Controller, I
furnished nim copy of tnis 1list which he told me was

to be the foundation for a perpetusl inventory of

motor vehlcle equlpment, a,thing which they didn't have,
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6. 8o this list you prepared of motor venicle equipment,
which work you did simply as agent for the Zurich Ceonpany,
is, so far as you know, the first complete round-up of

of , , . \ . .
nmotor venicles Emmk the State of laine thaet nas been madev

pI]

A The first one of which we could find any recor

o

S

I+ tock about slx weeks to make up that 1ist accurately.

suw

e hed to go to the Sta

-

te Scheol at Pownal, fne State
hospitals, University of Msine, normal schools. Tney
automatically renewed and relssued plates on the same
vehicle year in and year out, so that the Secretsry

of S+atele records did not reflect accurately what

-

venlcle was being registered. You would have a different

n
i

T

ibl

[

year and pos 7 a Glfferent motor and serial number,

Q. Well, now could the State Controlleris office, pricr
te your preparing this list, carry the velue of these
motor vehicles on the S+tate's bocks 1f they didn't know
wnat they were?

A, Unleges each particuler subdivision of the State

or each particulsr department had some particular set-up
for carrying that motor vehlcle equipment as &n asset
and tney comblned the assets ¢f the departments without
having them speclsally classified, I don't gee how they
could,

%, Now when you spesk of making up & schedule in
connection with the policy of the Indemnlty Compeny

of lNpvrtn America, that was work you were doing as
Secretary of the Sgfety Coordinating Committee?

&, Thef 1s right.

(0ff record)

Q, Mwp, Jortberg, I hold in my hand two expired fire and theft

rollcies on a State-owned car insured 1n the neame of the



name of the Insurance Departument of the State of

~

aine. Gan you explain to we why there egnould be &

m
l.—'
[

oQ
}_J
o

car coverage like that on fire and theft?

4. I wouldn't attempt to explain that, but I know

thet thers is no blanket fire and theft policy on Stete—owned
motor vshicle eculnrent, and that certain departments

nave followed the practice of having new policles lscsued

o

R
[
@)
(o
ot
O
ct

covering the eduipment assi heir department,

I presume that weould exglain the existence of these particular
policies,

(0ff record)

MR, MacNICHCOL: MNr. Jortberg, because I was not here the

first part of the afterncoon, There are some duestions

[

I would like to heve answered for my information,

Whose duty 1s it tc collect in cases where a State—-owned
car ie¢ in an accident due to the fault of anocther?
A, Ag Tar as I can find out, it it not specifically
assigned as a duty to anybody,
&, Hae it ever been asdgned tc anybody?
£, Ngt that I could find any record of,
Q. You spoke of & centralizecd point for reports of
accidents, Doeg thet centralized point for the report
cf asccidents now exigt?

A, Other tnan this: I zcked for the privilkge of the

o

Insurance Commissioner to have reports clear through the

Insurance Department on polbcies covering State-~cwned

-
i

cars, 1 esked that for the reason thst the acitual

-

reporting to one agency and the acknowledgement of thet

report Lo the nead of & department gclts as a deterrent,

&, Is that carried out

T the present time?

gn
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A, Tnat is being followed a2t the present time. The

report goes into the Insurance Depeartment and they

e

n turn mail it direct to the cleim department of the
company and adknowlkedge its receipt to tune nead of the
department, ~

Q. In this case cf the Zyrich Insurance Company which
you represent and whose policy the State now has for
public liebility, does the State have the same protection
at your réte of 74 cents as they formerly had at the rate
of $1.,52?

£, Identiedl, The endorsenrent for nired car patronage
are defined in a manual., The manual says the endorsement
rrust contaln certain phreaseolcgy. Now that same
endorsenment 1s used by all companies because 1t ie

the only one that receives the approval of the Insurance
Derartment. Tne form of that endorsement is incorporated
into the manusal, so that the endorsement the State
recelves on the one ig identiesl to the other,

@G. Then to what do you ettribute the fact that one
insurance company in competition wilth cther insurance
compenies can cut the price of premiums fto less than
one—-half?

A, TWell, you &re going intc lnsurance rating structure,
I can ag an underwriter, we will say, insure your

car 1f it i1s garaged principrally in the Cyty of Portland,
and we will say it is an Cldsmobile, for five thousand
rublic liability and five thousand »roperty damage for
the minimum premium of $40. Your car 1s one car, Byt
let me take 800 of thiose care and é@lstribute those

cargs in variocus sectlons of the State under one control

and one aupervision, and automatically the menual says
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I can reduce that premium 24 per cent, Now if someone
presents this risk to the underwirter in that this
method of supervision is going %o be of sucn & character
g0 that he sells the underwriter tne idea he can carry
i1t at a lower rate, then the underwriter will accept
or reject that rate, In other words, when you get
into volume under one contrcl yocu do not take the manual
rate, you try to make the risk stand on its own rate,
(By My. Maclichol)
Q. Well, I cennot understand way the difference between
the rates.
A, You were out when tnls questlon came up, This
endorsement was 2dd=3d to the exlsting wolicy. The
policy was to exXplre August 20th., and thne endersemfih
was added ac of lay 8%h. You wouldn'y buy separate
coverage on a separate policy for Jjust the nirdd cars;
you would buy it by endorsing a basic automobile policy.
This was added by endorsement, Th& conditions surroudding
thic rallroad wreck made the Highway Commission decilde
they wanted to cover those commercial cars, Theyv czlled
up the Insurance Department, and this happened to be
on a day I was the only one available, and I went over
and explelined various waye this could be done, Thpey
decided they wanted to do it Thls way, and asked
the Commissloner to obtain the coverage. The company
issued the endorsement at the manual rate., In other

words, they charged the rate there because 1T was

<

-—

tc existing insurance that would be

(o]

being adde
charged you as an individual 1f ywou went out to iasure
& few cagrs you might hire in the course of your

business 1in the next slx or elgat or ten months, Na® you



45
get a dlfference in that you have got 2a definite
spread, nct a concentrated exposure,
(By Mr, MaclNjchol) , ]
Q. Tnis is the first time there has ever been such
2 policy?
A, That 1ls ftrue.
Q. Apd it is wise to suppose when the rate is remade tnat
the price will continue at 74 cents?
A It is wilse to suppose thls, that if the rakzxar facls as
presented To the underwriter that agreed to a 74—-cent
rate are borne out by thic yearts expérience that
rate could be lowered, Hpwever, if the experience during
this year should point out that was an lnadequate rate,
the rate would be raised somewhat. In other words,
you nave got an exposure that can be rated on its own
without regard to other classes of buéiness_
Q. FProbably the other menbers of the Committee
understand thlis., At the present time there are cars
not employéd by the State but State cars of their own
right that are insured on public liability at the
41,54 rate? | |
A, Not at the present time, They are all included as of
the date of this policy, Aygust 31. There 1s cne point
you haven'!+ got yet, I think, and that is after the 74
cent rgte had been quoted the company that had the
endorsement Lin force since lay 8th to the 20th of
Hygust, when they found out what thls quotation was, there
was issued a new endorsement gkxkmyg cutting that $1,52 to
95 cents, making it retroactive to May 3th.

@e Byt still the thing that determined your price was



the new ¥clume of business on Statepleased cars 1o

cut down the 1liability throughout hhe State?

A, Yes,

(By Chairman Tompkins)

Qs The fect of these thirty—-eight or thirty-nine

cars thet the University of Malne used and registered
in the name of the State of Melne, woulid that be
detrimental to a still lower rate?

A, Why, based on past experience I would say 1t would,
because the worst types of drivers I have seen in

my life are the professors and instructors at the
University. Year before last an instructor came sailing
out of a pasture and struck a car broadside, and ne
gave the informatién te the 1nsurance investigator that
called on him that he had absolutely every right in the
world because he had an S-plate on the car, There

1s a reserve set up by the carrying cocmpany for cases
such as wnere tnis wild 1life student hit the man

at Dead River. Your ultimate rate as you go along

is predicated on actual experience, If you can
exerclse stronger control and supervision, you can
reduce your experience to pn almogt irreducible

minimum and in that way your rate is reduced., Naw

you do not get the same conitrodl over University of
Y“gzine cars as thesge at the State House, bedause ny
experience in the treasurer's office is I have had

it made very plaiﬁ indeed that the ftrustees of the
University did not want anything to come up to tie

them any closer to the State, being identified as

part of the State, than possible,
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SENATOR LAUGHLIN: So.far as you know, dceg this same
condition exlist in cther State institutions?

A, DNpo; I don'y think that condition exists at all,
because other State institutlons have everything cone
through the Controller's office. They aave their own
treasurer!s department.

Q. There 1s no other institution that cwns 1ts own

cars?

A, Npos

iR, MacNICHOL: Then, Mr, Jortberg, it would be fair

University

to assume that if the £XFfe of Maine pays a proportionate
share of the insurance as to the pre-rating of cars, that
its rate of expense mignt increase the entire State's
eagt of car insurance?

A, Yes, Tgke as an 1lllustration this one accident

last year, I have got the actual record broken down
here_, There have Dbeen disbursed in/zgzlve months!t
period $1489 in actual claims pald from Aygust 20th

to August 20th by the Indemnity Company of Nsrth America,
Now there is set up %545C of reserves for property
ddmamge, $5000 of that is the rallrcad wreck, and the
$450,I would estimate they would be closed for less

than $150, It 1s good insurance procedure ¢ Treserve
high, If the clalms department does not reserve high

and losseg come 1n, there 1s nowhere to get the money,

Under the public liability there is $5740C reserve, and

Hy

of that 52100 ig that Unlversity of llaine accident,
Q. That is about half?

A A little less than one-half,



MR, MacNICHOL: And they operate what percentage of
cars? u

A, 38 out of 800,

Q. And that 38 out of 800 can increase the rate for
the whole 8007

A, Yes. Apd, furthermore than that, tunere were 109 accldents
reported in the year, of which 59 were closed wita no
payment, That i1s the first time they didn't have to
pay. In other words, there was some effectiveness

to the Governor!s bulletin, PFyve cost $3386 in the
State Pollice, six cost 3333 in the State Highway
Commission, Those are golng to be your two blg
departments becauss they are the departments that

own the most motor vehicle equipment and drlve the

bigzest number of miles, One for $226 in the Dspartmental

o

£

Garage. one for %6 in the Central Maine Banitorium; cne

for $S in the Byreau of Accounts and Control; one

for $8 in the Department of aAgriculture; two for

B8 in the Bureau of Soclal Welf.re; one, $450 in

the Department of Education; one $3 in the State

School for girls; or a total of $14089 for 19 accidents,
The whele theory ~- and it 1s 2 prectical theory

that has worked out in Workmens Compensation Ipsurance,

anc 1t hag even worked with the longshoremen on the

waterfint in Portland -- is where you have centraliged

controcl and centralized supervision and people Teel

these Things are being traced, they seem to disappear,
I drew up for the University of Maine a comprehensive

communilty safety plan last year at the reguest of
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Professor Hauk, setting up the Unlversgitiy zas a
1ittle community of its own, not only from thne point
of view of motor vehicles they operated of thelr
own, but elsc from the point of view of pedestrian
accidents, occupational accidents, and tney agreed
tentatively in the fall to go ahead. I have been
up there twice, and they have assigned the responsibility
tc a professor in the college of Technolegy, but they
don't Teel they are definitely unreasonable,
The State employees have begun to learn 1T they have
an accident 1t ig reportable to one agency and that
sgency 1s going to notify the department head,

That raises one point I wanted to bring out. Tpere
lg one other phase I believe your committee should
give some consideration to 1f you are golng to talk
on safety as applied to the State, and that is that
the State through the Highway Gommission, because
of these Supreme Court decisions, isg probably the
blggest insurer under the Workmen!s Compensation Act.
The daigbursements 1n the Hyghway Commigsion alone run to
approximately $30,000 a year, Now in mercantile
commercial business the application of these simple
fundamental principles of accident prevention have
produced rates fifteen to twenty-five per cent lower,

The handling of these claims by Special Attorney General

=

aTris has brought the claim cost down as low as
rossible, but you have a very big expenditure without
there being any centralized responsibility fer

trying to eliminate or prevent it.

{Off record)
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MR, MacNICHOL: Ur. Jortberg, Jjust one more final dquestion
from myself, What, as an insurgnce man, i1s your
opinion of the State carrylng its own insurance?
L., That is gulte a question to put up to me at tae
moment, On the other hand, I will try to put myself
off to one slde and not give a blased answer where by
pocket book would be hit, It would seem to me entirely
logical that the State should carry 1ts cwn insurance
with the provisc =-— I am talking now about public liability
and property demage insurance --— thers is a sufficlent
gpread for the State to be a self-insurer with the
proviso that it set up reserves of the amount of premium
each year and carry excess insurance to cover catagtrophes,
But the only way an excesg company will accept that
insurance to cover catastrophes is that the State
agrees to put someone in charge to hagndle each detail
whom the eXcessz company feel sufficient in thelr
gualificatlions so the excess company is not going tc
have somebody payling igsurance who knows nothing
about the claim, Under workmen'!s compensation insurance
that has become quite common., Some of the larger
accounts throughout the State are doing 1%, but in
each instance the companies are writling that stop loss.
The insurer thaet is getting that is paying a fixed
fee for a qualified safety orgeanization to do %the
safety engineering and claim work, The State as & State
cen have no liabllity; there can be no such thing,
The aprarent purpose of the insurance, so far as I can

find out, 1e¢ for two purposes fundamentally: First, to
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protect the unsuspecting public from the negligence
of the State employee who nmight not be financially
responsible because the State emrloyee operating a
State car can be negligent, otunerwlcs tTheve would not
be the peyment of claims; and, secondly for tine benefit
of the general public at large.
MR, MacNICHOL The Federal government on its mail
trucks, they carry no property coverage; thne driver
nimself 1s tane person wno is liavple,
A, Tne City of Portland carries no coverage on 1ts
motor venicle egulpment®.
MR, MecNICHOL: The City of FPortland is wiser than the
State of laine,
A, The State carries no fire and theft insurance,
MR, MacNICHOL: Tpe City of Portland 1s not a scvereign
power and may be sued for acts of its agent, and tae
State can not.

(0ff record) (Witness excusged)

The foregoing is a true itrangcript
of my shorthand nctes in the above

matter,
%/ o

//’ Heporter
/ "






