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Thureday, Dec., 12th., 18940,

LEWIS O, BARRCWS, recalled and testified as follows:
(By Mr. Donald W. Wekber)
§. Governor, I show you a letter which has been read
into cur record, dated November Z0th.,, & copy, and ask
you if that is & copy of a letter which you did write
on that date?
Qs Now using that to refresk your recdliection, can
vou tell us the cilrcumstances leading up to the writing
A, Well, Jjust tThat particular letter?
@, What we are interested in 1s the allocation of The
comitissions on that Zyrich policy and how they came
about so far az your depariment was concerned,
A, I can do that, but it strikeg me that it might bé
of more interest to the commiftee to perhaps get tne
history or fhe background, unless you have already na

it fro

jan}

1 some source,

Do We would be very giad to have it in your own words.

A, Well,‘the matter of State insgurance, the fire coverage
as well as the liability and tie boller policy aﬁd all that
gsort of thing had been distrlibuted by the Governor

and Council under the statute which 1s in Cphapter 2

ever sgince 18912, Now prior to 1912 1t had been the

custom of the various instltuticnal sugerintendents

and the boards of trustees to place their own insurance

on any of their coverages, an& some of the policles were
written for & one-year vericd, sore of them for three years,

and some cof them for flve years; and the duly of watching



the expirabion c¢f these various policlies at that Time

was up to The various 1lnstitutions.,

-

Now I am told that in 1912 -- z2nd that was the
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administration of Governor Plalstsd, that ilr. Leadbetter
was directed to watch and Tto supervise that; and, whatever

T A

rience &t that time might have been, they took
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it from the supervision of The various institutions wnich
were doing 1t geparately and took advantage of the
statute which made it optional for the Governor and

Councll %

Q

gsupervise 1%, and that policy has been
Pollowed from thet day to this to some extzant,

Of course you can imegine that as a result of that
Hr., Leadbetter and Liyes Clancy had some twelve or
fifteen nundred pollicies that they had to watch the
expiration on, and, furthermore than that, in the event

there was & fire loss Thaey had to go down through and

pro-rate thet loscs, whatever 1t mignt be, on all of
tne policies, I recall very distinctly, because I

"
=l

jas a merber of the councll at tnat time, that Governor

G—L
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rdiner w

w

¢

s very much dissatisfied with that sort
of arrangement, and 1t came about, or conversation
ensued, I should say, pointing out to him thet there
seemed To be on the State House mare of & coverage
than there should have been; and I remember specifically
that the mainK institutional buildings of the Ayguste
tate Hospltal and the Bgngor Hospltal, the two insane
hospitals, the main institutional bulldings themselveg, did not
carry a dGlme of gState Ilnsurance,

Well, it seemed to me &t least, and seemed to some others
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e pretiy untenable situatlon, becauss, after

11, Tl
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r were not fire-proof, and witia the type and

W
st

nature of the patiente in there, in the event we had a
fire loge the State would be in a pretiy serious situatlon,
And so it was conceived at ther time, and 1t was iis
suggestlion, that we have an insurance comrittee to
study that thing end make a report. And so he said, "I
suggest that cach menber of the council suzgest the
name of one insurance agent in taeir district, and let
ther get togetaner and work out some sort of & vlan,

I recall very distinetly that the man he suggested

was Gene Thayer, of Waterville, wno later died, Uy

]

ecommendation at the time was Harvey MMcClure, in Bangor.

H

remember Councillor Cummings suggested Tom White, I
recall tne representative fromtthe cougelil from Cuymberland,
and I think 1t was Mr. Roble, suggested liurray Bradish,

I know Councillor Viles recommended Cony Weston, I know

s
w

Councillor Wiigon commended Nathan Perry, I velieve
hies neme is, from Predque Isle,

Well, these men all got together, and from that

n

o0

roup they selected a sub-committee, consisting of Bradi:

<y

IcCiue, Thayer, and Cony Weston, and they nad several
meetings with a lMr. Rglph Sweetland, whe at that time --
and I think he is now —-— with the Boston Upderwriters, in
Bogton; and they nmd a great many meetings, and as &
result of the effort of the Insurance ExXcnange & group
their men came down here and mgde an sgporaisal of all
of the State property, and, as a result of that appralsal

we adopted the plan in there, that on any of the buildings

thet the Staete owned on wnich they placed & valustion of
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five thousand dollars or less, we would not cover

with insurance. Naw that meant inmz some of the instances
like the plggeries and tnat sort of thiny that had
previously been covered there was no conssquence Te do
that, and tney worked out & bianket policy fire scaedule

on all of the State bulldings, including the various

institutions of the State Hyuse and all that sort of thing,

and then they evolved this plan of deslgneating in eacn

of the counclilor districts what they termed a key agent,

and thls key agent wasdesignated by the councillors,

and that has been changsd as tne personnel of tThe council
hy

has chnanged, 41 recall at the time I designated first

of all as the key agent in the sixth district Harvey

"!a

leClure, My immedliate sugcesscr on the council was
Arthur Crafts, and he designated, if my memory 1s correct,
Wgltér Blake, in Guiliford; and then when Councillor
Fernandez suggeeded them he designated Harvey McClure,
S8ince I have been Governor, I designated Vglter Bleke
agein in Guilford,

Now as & result of that uvlan all S¢tate insurance was
put onto a schedule, cne—-third of whicn was explring
June j1st. of each year, and previous to that tinme
expirations were coming along alrost sny day. Ané now
whet heappens, the key agente on Jyne lgt write a
master policy, so-called for one—-elghth of all of the
State coverage. That does not include the boller policey
nor tine liability insurance on their motor vehicles, Thzt

is entirely a dlfferent type of insurance, And then



that ie written at the blanket schnedule and the rate

ig relatively small, and therefore the comnissions are

relatively emall, N,w then, following taat: Of one-third

of the volicles expiring in June each counciller supplies

a list and the key agenty~winich 1s & re-insurance to th

varicus agents in his district at tanelr discretion -- and

the key agent advices the variocus individual agents

of the 2llocation that has been glven to him, for whlch

“hose policles are maintained and kept by thne key agent

vortionel part of the lnsurance,

N,w then, in the event cf a fire logs, 1t ls the

duty of the key sgent,

znd not one of our emplovees

here, to pro rate all down Ttharough thet liet of insurance

poligles thet ae nas

Y

So far zg the State is concerned,

we only nhave to watceh the expiration end watch our

-

pro ratea losg edjustment from eight dezlers as compared

k¥

to the ftwelve hundred cr more thet Mr. Leadbettsr used %o do

Then 1t occurred %o

reegson why that practice

me thet there was no particular

ghould be continued in Ur.

Lezdpetter's office. After all, it was just one of

those thinge that had grown up over the years and hed

continued there, He had no other similar duty, and I

knew of no reason wny this wasn't a rroper matiter of super-

vision by our insurance

lr, Lesdbetter, with tTae

department, and so L acked

consent of the council, to turn

the supervision of all of this over to the insurance

departnent, thinking po
better ratez but at any

for them to nandle, and

csibly we might pernaps get

rate it was a proper function

thet 1eg what has hapvened,

O
)
)
o

e

serformed in corpliance with
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Chapter 2 of the statutes and 1s in effect now, and
that hes saved the State 2 great deal of money, and they

heve had a2 more adeguate coverage on all theilr bulldings

CHAIRMAN TOLPKINS: Pardone me. Could you T&ll us Governor,
the eppreoximate amount of tae insured value, the total
insured value of State property in these policies?

Ao, No; I wouldn'+t want to rely entirely on memory as
to that without checking it up. Byt verhaps it might
give you some 1dea: One-elgntih of the insurance which

explres Jure 1lst eacnh year -—- and it

[

s now on & tharee
vyear besls -—- 211 the policies are on a thrse-year
schedule —= is in the neighborhcod »f $700,000,
G. OCne—eighth?
A, Yes,
e Anotner question Tthat has been before ug a 1little bite
Whe owns the bulldings at the University of laine?
A, Well, that 1s all in the State scaedule, I think,

Nyw 1T you have a blanket pollcy there is » rider,

& speciel form that 1s prepared and used and nas been

Tor years, and That 1s only changed as bthe buildings

o

change, Wnat I mean, 1f we have & new building 1t i
added in on the blanket policy. Thaet would give you
all of that information,

Q. In other words, the State i1s lnsuring tie bulldings



A, I don'+t know ag I can answer Tihat cquesti for you,
but if 1t is covered in the S+ate scheduls 1t will be

itemized in this rider winich 1s prepared end sent to
all of the agents thnat write thils,

CHAIRMAN TOLFKINS: I was Ttrying to divorce tihisg from

&, If that question cames te me in the office, I would
inrediately telephone the insurance department o
caeck on thet scnedule and s if it was Taere,

-

of insurance, as a npaiver of general informetion,

A, Well, I con't know without checking tne thlng up.

LI am Just relying upon memory, and I dec not want to

do thet, so I cennot answer your guestion definitely,
Qe (By Mpy. Webber) Agoin to interrupt before you zo on:

You sald & moment azo, in flguring the proporitions, Yone-

ow one=elgnth is actually ons-twentifourtn of tas

A, Well, there are sgeven members of the councll znd

. ; v o e T A P Ty o
the Governor, Tnat 1ls tae way 1t nas always been

o
O
o
®
L

[

Go noct know es 1T comes outv to an exact ,enny,
but you can ezsily verlfy that from the insurance offlce

RHoughly, one—elghth of The entire coverage expires June

"

and in such amcunts 2s tney see f1t to allocate

independent corporation, is 117

~eigh



SENATOR LAUGHLIN: I was scrt of wondering alcng Tnse
line of Senator Tompkins! guesgtion, wnetner tiae land
and bulldings were owned directly by The 3State of kaine
as The 3tate pitcl is, or whether there was any
corvoration thst in vened in any Unlverslity proverty

A, I+t mev be under the supervieion of e Bo of
Trusteeg,

S. I mean the Titlie,

A, I don't know wihat the legal title is, I couldn
tell you that without caecking the tioing up, That
ghoull be an easy matter to determlne, however,
CHAIRIAL TCHUPKINS: Apparently 1T 1 not

A, I don't know whether it 1s covered in The sgchned
or nnt It is supyported, of course, by a direct ta

"G;.‘.G

SENATOR LAUGHLIN: 3But tae bulldin

o g
£
o=

eppropriation of the Sate?

A, Napt now It used to DPe,

&, How ere fthey buillt now?

A, By a direct cne mill tax, and,

vaitve Tluctuvateg——~

Q. They build new bulldings cut of

endowment?

A, may have certal

thaet are given

tnen
.

Trusteess created by

suprert

l!L

Governor,

gre built by a

as the Statels

the mill tax as
excert thai,

sine,

the

well
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CHAIRMAN TOMFPKINS: Accerding to the treasurer!s regort,

the lest one I caw, they hed sbout a million dollars

&
]
ey
D
cr
—

easurer! s report should be right, I am relying
On REROTY I an not eware they do, but stilidl uﬁej may,
Of ccurse from time To time, for instance, the gymnasium
up thiere wes bullt from subscriptlicns among tane slumni,
and the girlét Jormibory was bullt this year, Trat

was & joint F.W.A, project. Npw that was = sponsorsiip

by the Bogrd of Trustees and the P.W.A.

4

e OFf course thisg ie¢ all beside tae matter we were

SENATOR LAUGHLIN: Certainly anytaing bullt by them out
of tne mill Tex would belong to the State of lMaine.

A, I chould Think so, OFf courdge prior to that ftime --
and that was enacted durlng the presidency of Dp. Little

up there —=-— prior tn tnast tinme they used to come to

£

4

the Legislature for wnatever appropriation they cculd get.
SENATCRE L&UEGHLIN: I ghould think probably the title
to 2ll that property was in the State of Maine?

think scp if they covered 1t with insurance,

(@}

A, I shoul
CHAIRIAI TOMPKINS: According to our information, Governor,
the only preoperty there that is in Tthe name of the

State of lMgine 1s the farm and one or two other psrcels

cf land, Tne re

n

% of the property 1s held in the name
of the cor@orate corporaticn, That is our information,
A, I wouldn': want to say that without doing some
checking on the fthinz. The Commissioner of Education

should be able definitely to answer your question.
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CHAIRMAN TOMPKINS: He is not aere,
A Yes; but hig deputy should be ther

Q. We had one man in here yesterday, but e could not

L, You want me to try to find out for you cnortliy?

g, I would iike %o know

ebber) New I think you were about to Toucn

ST

Q . { 33’ Ur, W
on tie background of the cesualty and liablliity,

A, Yes. OFf course on the liablility, that ic on the
motor venicles and that sort cf tining, the
used to be in existence, tiie coverage was witn tie
Lumbermens Mutual Liability, I think was tae name of

tne firm, s Cnlcago insurance corpany, and at that

Q

time tne polley was written 1n the Downlng Agency

0

down here, because thaey were tne local asgent, After

a2 wihlle this coverage was assumed by the Travelers,

and during that perbod of fTime as the years went on and
the 3Steate hed title of a gre,t wany more motor
venlcles, the lose and the risk was correspondingly
greater, The exXperience of the Travelers Campany

eoparently wasn'+ wholly to their liking, because fcr

the last one or two

e

ears tney have refused tc even
participéte, They didn'+ care for tne State business,

I have bheen visited several times by some of tneir
company representatives, the nhome offlice representatives,

wointing ocut To me the large number of losses that tney
& ] =

3

s

5 e
- g
1LY

i

had, an inguiry of whether or nol somethlng could not

e done to remove those losgses,
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A zrest many times the acclidents, aiter Ilnvestigatilon,
where proven to be 2% no fault of the State officlal
thet might nave been driving tas éar, but 1t ook a lot
of time and money Tfor them to investigate the accidents,

+
)

and, &as a result of that, they refused to go 1in,
Then one yeer I recall that the policy as written
was signed by Byron Boyd, and Byron Beoyd that yvear nad

the commigsion; and that was always at tne suggesticn

of the Govsrnor and Council,

=

'hen as 1t went on, I think last year the business
was placed witn the Nertn Americen or the Great Americean
Indemnity Company. The coverage at tnat time was not
conmplete so far as tihe State 1s concerned, and we have
recently finslly settled & cleim thaet cost tae State
$19,000 out of the Highway Department, plus the insurance,
The Insurance conpany paid part of tine loss. The paid
$6000,8nd that was brought about tarcugh the admitted
oversight or negligence, the respansobility in any event
was that of the State, of one of 1its highway engineers,
tarcughn the moving of a blg crane omr a shovel on a

truck that was hired by the State down nere at New Glcocucestar
when & train was deraile and it was merely an act of

providencetzere wesn'y+ a tremendous loss of life,

\

.

because it wss a big,!

C

o)

egvy train and made up entirely

P

g

of youngsters tnat had been in here to the campé and
tnat sort of thing, and they were going home at tThe
end of tae cemping season, Anyway, that joss cost the
S+tate -~ and it nas Just recently been setiled with

the complete approval of the Cplef Zngineer of the Hyghway
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Department and the Highway Commiselon and the

al

@]
n

Attorney Generalls office, an o the attorney for

the Mailne Central Rgilpboad —-- the Statels share being

$19,000, The policy that we have at the present time

-

with the Zuyrien Company covers what I taink they refer to
ae hired, owned and loazned cars that the State may have;
in other words it is complete coverage, If we had

nad tnat last year, 1t might nave broken tine company, but

at least it would nave saved the State $19,000, And
as a result, this plan was worked out by Commissioner
Lovejeoy.

I was assured by Commissioner Lsvejoy and by the
only representative on the counclil that nas had any

insurance experience at all, that the Zurich Company

were invited to submit ©ids

,‘,.
m‘.
e}
w
=]

ravelers Company were

no longer interested and refused to submlt any bid, Thre

n
[oh}

e

Zurich Company was tihne low bidder, and I was advi
3

s

"

that T hey were financlally responsible, Ag & res:

it

<

of that, they were awarded the businecss,

Now the Zyrich Company pellcy is signed by Cnharles
Jortberg and Charles KXXEJHY Jortberg hed been an agent
licensed by the Zurlcn Corpany eince the mriddle of
iast Aygust, and prior To that time he had no connection

or never had witn the Zyrichh Company,K Wnether Jortberg

i

he

4

! anything to do with tae submitting of the bid

figures to the Zurich Company 1ec only problematical in
my mind, I have some pretty general definite opinicns,
nowever, Tnen ceame tne matter of the distribution of

/

the premium,
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CHATRIMAN TOQUPKINS: Pgrdon me, You mean the Commission?
A, Tne Commiggion on tae premium, wihlecn tals year
of course was higher tuzn tze year beoire, vecause the

coverage and the risk that the Zyrich people ars

l..'s

gsumine

W
0]

s gradually higher; but the State 1s amply
protected and they were not befors,

So there ceme The dlistribution of that., Thne first
I knew anytaing about the premlum at &ll was dne day
when Comrilssioner Lovejoy inquired of Councillor

d

Weston whet the Jdistribution of that was, the desire

of the council, and I think he was informed by Councillor
Weston thaet the council had indlcated treir desire for
the awerd to be made by me. So lyp. Weston inqulred as

to vy Jdegire on Tue allocation of that

ct
O

any agent in lMaine,
Well, of course 1t has to be to a licensed lnsurance agent and
there 1g only cne Type of license given Dy the Insurgnce
Department, so0 I am advlised -- tnat 1ls, a man is eitlner

a licensed agant or ne 1s not, and Jortberg ie no

different in that category tThan enyone else., And I

rmade The statement at the time: "Wnat 4id we do lasgt

vear?H Well," you gave Brooks Brown part of it

last year, and you gave Byrcn Boyd part of it.H Byron

"

Boyd did no more than Jortberg at that time; he merely

o

n

n
o

igned tine pollcy as under our laws 1s required by toe

U

d

Maine agent, "Well", I said, "I would like tc se

(O]

i

Brown have part of the commission this year. I would
be perfectly willing to have Jecrtberg have scmel,altiough
it is my underestanding of thils transaction that Jartberg
nad sold himeself tc the Zurich pecple on the grounds

that the werk he hac done on XXX safety in the State

of Meine could be of value to them in reducing ths nunmber

o
[t
Q
b=

eims they would otherwise have to assums. Wgll, that



was their proplem 17 they wanted te alre me I made
the allocation this year, I sald I would 1like to see
it zo that way, whlch ie perfectly legal in every
gsince of the word and ls exXactly the game discretion
that has been followed ever since 1912 cn the figure
schedule, I had nc further knowled 5
until, one day, I nad 2 letter from thne Zurich people,
pointing out thet they had received a letter from the
Commiscioner that the checks should be written Brown so
nuch and Jortberg so nuch, and the check should be
forwarded to that office and would be distributed tarough
mine, Well, of courss the feature cf distributing
througi mine is what I had done before, merely forward
that cieck toc the agent., It was mede out To him and
was nothing but patronage that had been followed

ever since 19

The Zurich people said they ¢id not find that

Brown was an agent of the Zurich Comxpeany and they didn' g

e

find tnat Brown was an insurance broker. Well, relther
iz Jortberg. I dmmediately turned the letter of the
Zurich Company over to Mr, Weston and said, "Here is

an ingulry from the Zyrichh people and what is the

answer to this?! He in turn turned 1% over to lir.
Rodgers, and ir, Rodgers wrofte me & letter covering
the mstter, wnich I immediately copled and sent to

the Zurich people,

2]
ot
o]
oy}
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Now the reasgon th gere was asked to express
his opinion was because some two or three months ago
i

ey, Lovejoy submitted his resignation and he nes g

o

become affilieted wlth a company in liassascausetts, and
course, strlctly speaking, the responsibillity

of filling that vacancy. Inasmuch 2as

n
t—i
[,
]
B
n
ag
[
o
K
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term would have expired this coming Merch and the
appolntment is for & four-year term, and it would

then in lsrch have been the responsiblility of my successor

_ . - . r
to have done one oI Two tnlngs: eiuner,%; nt Lpvejoy
the
or his sugecescor, I thought it was/only falr, decent,

commendable thing I cculd do was to say To my successor
in essence: "The administration of this Insurance
Commissiomer, no matter wno he may be, is for a four-year
period and will parallel your probable administration

of four vears as Governor of ﬁaine. I think you ougnt

to eXpress your cholce, and if you wlill tell me who
you would like teo gee as Insurance Commlssioner to
serve under you, I amn perfectiy willing to name him.,"
Well, at Tirst ne ought 1t wes a good idea, and said
he appreciated 1it, and then he came back the next
Bxyx night and said his telephone had been very busy
and that he felt that pernaps 1t would be better o
walt until after January lst,, so there would be ne question
of eny split period. I said, "Well, ¥YI don't know what

you mean by split verlicd; there 1s no guestion of that,

1T vou went %o tell me who pou would like to see or

who you would appoint if you were here, I will name

him and put him up and ae will be here, M Well, because

he expressea that thought, I sald, "Well, gll rig

remember. this: Your suggestion that the depuly

cntinue -- the deputy insurance commisshoner here at
the present time has only been here about ten days, Now
it gtrikes me it is rather unfair to hin; he nas not
been in the office long enough; I haveni+ any idesa
what hls background 1s., IT 1e the easiest thing
for me to do, and I feel periectly safe, because here

ig vhat I will do — and here 1s what I have done, I will
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nd say: VE®verything

)
®
@]
[}
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W

cell this man to tThe

9]

here 1s new and you &re not Ffamilisr with the routine

of the office, Now I want you to assure me thnat

i

on any metter or any wegueszat that comes in here

[4
N

that 1s not entirely and wnolly elementary routine, that
you will consgult with the State Ccntroller, iy. Rodgers,
wiao is a thorough insurance man and who would be
Insurance Commissioner at this moment 1f, in my opinicn,
1t wesn't easier (o find an insurance coninicsicrer than
it igs 2 Controller., He is being paid more noney

where he ic becausze The respansibilities are greater,

He hss been deputy in that depeartment for at least

a couple of years, and he welcomed that ocpportunity.,!"New
at the moment I regret that there is no nominsl

head of the department, aznd I nropocse To sse thatlt There
1s before I lieave office. But that is the situation
at Tthe moment. .

So that when I received the letter from ly. Rodgers --
and I understand you have a copy of it here -- 1 forwarded
that letter fto the Zyrich people, and tThe only
acknowledgement that I have 1is that 1t was belng
referred to thelr home office in (Cnpicago,

Now then, 1t boils right down to this: That what
was done was perfectly legal 1n my Jjudgment, i1t follows
The statute, 1t follows the custom that has been
followed since 1812, and it was purély and entirely
digcretionary on my part, and that is what I did,

Q. (By Ur. Webber) I would just like %to have you

correct one thing which I think you stated slnmply because
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vour memory didn's serve you. It is unimportant, perhaps,
This is the last year's policy of the Nortn American,
and you will notlice that wag signed by Donald Tozier rgther
than Byron Boyd. (Presenting rolicy to witness)
A, No; I do not mean tThst. Byron Beyd signed Tie
Tpavelers. That particuler policy there was worke
out with the Insurance Commissioner and the company,
but of course some agent in Malne has To sign the policy,
and that company clscted to have Mr. Tozier sign 1t, The
Travelers -- and I agssume 1t was because he was merely
lccal here -- Byron Boyd signed the Travelers, This year
Jortberg signed the Zurich policy,

Q. (By Mr. Webber) The commnlssions a year ago were

i)

divided between Byron Boyd and Brooks Brown?

« Yes,

Qe My, Tozler being on a selary with his company?

L, ZXactly as 1t was understood Jortberg was with

the Zuricih Conpany.

Q. I want To get that clezr, Your understanding is
My, Jortberg was on a salary with the Zyrich Company at
the time he wrotfe this business?

A, Yes; but only an agent for & very short time, a
rwatter cof days,

Q. And your understanding was he was 1n the same position
My, Tozler had been & year before approximately?

A, DNg; I 6o not think that 1s exactly right, because
ir. Toyzler tne year before had been a licensed agent

for & number of yegrs.

o
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tnat make any difference?



4, He could not slgn

agent of the company,

£

Byt Mr, Jarthberg was agent
v .} S )

the poiicy if e wag not Tone

company &t

long he was

the time he signed the policy?

A, Yes, |

Q. It doesn't meke any difference how
A, Npe

Qe Naw Mr. Jortberg has stated and

M», Lovejoy has

stated thet he alsc recalls that at some time prior
to the wrlting of your letter whica I first showed you,

and at some time prior

there was a conference between lMr. Lavejoy and lir.

and My, Jortberg,

that M. Jortberg was

a2t whicn 1t

to l». Lovejoyls leaving here,
i} Weston,
was made clear to them

not on & salary but was on fee,

which incorporated ag part of the fee the ftotel commisgsions
on the policy. Naw I would like to know if that

set of facte waeg ever st any time made known to vyou

prior to the wrlting of this lettar?

A, L never knew about it. I was not present st any
conference,

&, No; no one tewtified xmu that you were.

S0 that at

of November 20th., you still believed that I,

tne tire of your writing of

the letter

Jortberg

was on & giraight salary?
A, Oh yes, And I 4o now,

Qe

A,
Qe And you had no
that wngtever part

Rgtner on a fee which included thse

was pald to Mr, Brown would

I never heard anything atout Tfee,

knowle dge when you meade tne zllocation

have to

come cut of Jortberg!s pocket?
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A, 0Oh no, not at z1l.
Q. Now in this letter whlch iir. Rodgers prepared for
you and which you signed in the Torm that he prepared
it, 1t states among other taings: "And in view of the

thet Mr. Brown pliaced tThe 3tate of Maines automoblle

Tleet policy through the zutnorized agent of your

company, namely COparles A, J.rtberg, Jr. ™" was 1t
when
your understanding tast/ilp. Brown had placed the

businese he had placed 1t tharougn My, Jartberg?
A, Well, I was of the opinion that Bwnown had done

1

some work cn this thing, how much I dbdnot know and I
de not know, but I considered that of no conseguence
in any event, because XkXEx®a had 1t been tae desire to

tend 1t mede no

n

apportion any commissicn -— you under
dlfference so far as the State 1s concerned, They
are not involved in thet %xX in any way —-- 11t could have

teen divided among The twenty agents of Hancock

ct

County or Arcostook County as far as

(]

nat 1s concerned,
exactly as all the fire gsciaedule is agprortioned and
has Peen cince 1912, I think it 1s of no consequence
in any event.

Here 1g a gquestion in polnt r. Tczier 1s on a

salery from his company and I am not aware that lr.
Togler has a nickel of the premium, Now the only
reacon that Jortberg had any is That I Just taougnt

1t might be of some nelp and so suggested

ifference in your mind
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rtberg was on a feec
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Ny smount sllocated to Ur. Brown would come
out of nils pocket?
A, I might not have given him any and it would still

have been a perfectly legal transaction.
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@ In other words, tThat ‘evrence in your mind

is not consequential?

A, Tell, I am not convinced now, I do not believe

now he nad any nisunderctanding., He thougnht he was on
a salary baslis. Toat is my npereonzl oplniocn,

CHAIRMAL TCLPKINS: Governor, under waat cnapter and

e statute do you maintain ths?t you or

tiie council have & rignt To direct To wnom tThe comnlssionsg

A, That 1e 1T, you have 1T tiere, Section 34,
2., I would 1like to read tnst inte tae record, Section
34 of Cnepter =z of the Revised 3Jtatules of 1838:

TALLl fire and liability insurance upon public
buildings and otiher property belonging to the State
shwall be placed tiuerecon by the several boavﬁu of
truetees having said property in charge, subject to
the aprroval of the Governor and Council or bj the
Governor and Council, and all exgenseg therefore zhsll be
pelid from the several aprropriations for insurance
on €ald property. The policles for all insurance &0
pleaced shell be deposited with tne Trecsurer of 3+ate
and a record Thereof shell be xept by the Governor

and Council.,®

A, HNpw would vou care Lo write in fthe fact that nhad
0 K

@, Whose interpretation?

.z

A, Governcr Pleigtedts Tirst, so Mr., Leadbetter gdvises
me, Tpat is long befcre my cay.
Qe Thnere i3 no mention, of course, in This statute

o 3 - - - e - s - - N = ~
tliz T the Governor or tihe Governor and Council can EBndicaje

o whon the commisgssions on those greniums shall be paldy
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SENATOR LAUGHLIN: Hae there alwaye been casualty

ERN - [ S
iLnsurernce Wit Tie au

-

insureance before The began to acgulre automobiles?

(=

] N e - ;
A, OFf course thaet wes leong before my time, I can

&£
&
[

et L don't know.

&, You do not know how long it ned been in use befors?
A, I don'?t know, I can't ey back further Thean oy
own Ttime,

Q. It hsad been done before you were Governcr?

L, I don't Zknow, It has gince I have been aere

refore t@at it

TR T A L4 EREa

CHAIRIL TOWPKINZ: Was 17 done when you were on the

Governorts Council?

A, I don't recell that it was,
e Tnen go far as this sltustion 1s concerned on liability

based on custom so much as on

interpretation of the statute?
A. I can only answer that by saying 1T has been done
since I nave Deen nere the last four years  Wnhether i1t has

been done prior Tto that I don't know.



SENATOR LAUGHLIN: Various perconc state 1t has Dbeen

long in use, this custom,

{

A, Of course the extent of the coverage or The size of

U]

the policy, that has been raplidly expanding for the

last elght or %en years, because of the number of cars

G, They scaid the custom had been in effesct for a

the
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tong time for the Governor to elloca
casualty insurance. They cculdn's« tell us how long., I
wondered if you khew?

A, I could only tell you for tue past four years,

3. You don'y know whether it was done by Governor

Brann and Zovernor Gardiner?

A, I don't know,

(By Sesnator Roucher)

Q. Governcr, how long has thnat connmiXtee of agents been

in existence, thet committee of zgents and key men in

eacn digtrict?

A, Since 1232,

Q. Npw, Governor, ycu mentioned ocne-eighth of the policies
are written each year and wrltten for three years,
According to myv arithmetic that does not Jibe, if

you only write one-elgnth eacn year,

q

A, Thet is not wnat I mean. Ysu are telking about the

Hh

fire schedule, All of the policles are wrltbten for a tern
of three years., Now that comes due June 1lst, each yesr,
Roy the amount thet comes due--

B, BSnould be one-tnlrd,

A, Np. You miss the point, The amount that comes due is

divicded into one-eighths)
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SENATOR EQUCHER: One-tnlrd comes througn eaca year, and
vou Adlvide thet one-tnird into ene-eighths?
A, Yes,
&, (Bv ir., Webber) Ag I ctated before, cach man places
cne~twent¥fourth each Jums
A. MNaw that one-eighth in round numbere is around $700,0C

Q., Multiply that by twenty-four and you have the

c*f

al coverage

-

A, And 1Tt 21e all on & blanket scaedule,

"D

\né every

one oif the pvolicies are written on & form That ig zugpiled

O
m!.
)
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They are all uniforn in other words, and
the premium of course is very low.

SENATOR BOUCHER® Governor, wouldn't your rate still be
lower L1 it was wrltten for a five-year Term? What

1s the reazon you Takes three years inetead of a five-year

A Tnhet suggestion was edvanced by this committee
cf insurence wen, so thaet the plan we have 1s &

t seems To me tne word
that mignt apply would be some of our outstanding
insurance umen,

Q. You reeslize, Governor, don's+ you, that if it

ct
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wag a2 five-year term thne rate would s
&, I understand that,

SENATOR LAUGHLIN: Cgsualty insurance 1ls, of course,
Just & one-year policy?

A, Yes, Apnd then outcide of your casuslty there is

your boiler volicy, the bolilers in 21l these institutlons
are under one blanket policy, K The bdiler policies on this
building and other buildings are in 2 separate

blanket policy Tne agent over to Bgngor who countersigns

thet ie Doneld Higgins, He gimply countersicns +

oC,
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policy, and the premium on that is egpportioned by The

council, exactly the same as slways has been foilowed,

SENATOR LAUGHLIN Wss 1t by vote of The counclil thet

,"

T ecasualty commissions was 1ieft to the

c
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A, I%t igs not & recorded vote, but 1t is Just an agreement

Q. And if, ag far zs you know, 1t began wi
17T muet have been an agreement abt tnet time, not by any
usage previous to that?

A, I cannoct say previcus tc that,

Qo I megn 1t was by definite agreement at the beginning

m

of your TLernm?

A Yes And 1T has saved the 3S+ete & lotT of mone
9

° °

’

and could even more if we nhad been covered on that

accident down there that cost us $19,000,

SENATOR THATCHER® Wsre thnere any lives lost there?

A, I do not think so, It was mostly damage to equipment,

There was one man tney haven't been apnle to settle

witn yet%t, tne fireman Even at tnat, it 1g & settle

43}
cf

oy consent of parties Involved, in which the laine
uenu_al Rallroad nave ascsumed ten per cent discount on
the toning to get tne talng firnally settled up, and the
State of leaine has paid 19,000, because this particulr
truck in duestion was one thet wes nired by the Highway

Department and under thnelr supervigion.and wasnl

covered in the policy, This polich of the Zurich covers

A, Right. That 1s a2 thing that Lovejoy worked on to get

this,
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It coste us more money but 1t 1s & darned good Tthing,
CHATRIAN TOMPKINS: Do you have, a¢ the statute provides,
a2 record of these policles?

A, Yes,

Q. In your office?

A, Well, it was in our offlce during lMr. Leadbetter'!s

handling of tne thing, but we have delegated tuae
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@e But the statute says you snsll keep a record,

A, Well, he hnas tnat record,

SEEATOR LAUGHLIN: Governor, 1f a contract for insurance

wes made directly througn toe State representatives

4]

and not through any agent

]

s & result of bids, would 1i¢

™

have been possible to have alliocated that commission

to The tressurgrof The State of lMainet

A, Yes; 1f nhe was an insurance agent, and of course

he nzprens to be,

Q. Couldn'yt tnere have been an arrangement by which the

|_J4

money could have come to the State of lalne, if they made
the contract direct?! There would not be any agent

thet really was resgponsible for getting that insurance?

A There is not now,

&

. Thnere wasn's any agent respansible, and I am
wondering wnether tne commissions could tien nave been
sllocated to the State or deducted from the premimms pald?
A, No.

Q. Yocu dcn‘t xnow that any company would have agreed to

a7, -—

neve pald those comwissions to The State?
A, No. The policy nas tc be wriltten, so I am advised
by insurance men, under our laws it must be signed

by an authorized agent in Maine,

e And that one is signed by Jortberg, but the money
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ginply incuiring whether
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didn't go to him., So I
the money, instead of going to Byron Beyd and Brown
one year and Borwn and Jortberg anotiher year could not
have been deducted by the State of lalne 30 the State
of Maine would have gotten the commission?

A, Np; no more taan on tne fire schedule which'la

te go to tae authorired agents, New beginning next
June under thls same scaedule that we have, you
as a member of the council will have flrst the

neming of a key agent in your dlstrict, and then

o

-

will ask you probably -- it always has been done
for a 1list to which ne sends sutnorizetion for reinsurance,
Now of course sc far as This practice has always been

go far as
followed, fhg¥gxmaxexkesn the various membsrs of the
council are concerned, thet will probably
o your insurance agents in your district. 8o
far ag tnat portion thaet the Governor allccatbtes, that is
pretty much statewide., I have sent it to insurance
agents all over the Ssate from Egstport to Kittery,
CHATIRMAN TOMPKINS: That 1s not by any enactment of

the statute; it 1

mn
n
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busl nese metacd of handling
the insurancer?

A, Wny, yes, tnat isright, Trne responsibility 1is

L

placed with the Governor and Council, We have no boards
of trustees at the present time., The state is covered,

I see no difficulty in it. We nave got The best possi ble

insurance coverage that we could get at the lowest

possible rate, and now could any more than that be desired?
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SENATCOR LAUGHLIN: In effect then, thesgs commissions
have to be turned over some way or another Just as

a pure gift, and have nothing to do wltn Tne work?

A, Well, to an suthorized agent,

4. They were not% turned over to an autnorlged agent

in th

[0

Zyricn case, because in toe year they were pald
to Byren Boyd and Brown they went ag gifts to therm,
They were agents of course, but they had not secured
tae insurance., U+~. Brown testifled ne nad not,

hae secured tnls insurznce coverage., The

Stete Commicsioner has been directed fo receive bilds
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Q. A&nc so I am seying, it went tnen under thls systenm
Just as a gift to designated rersons who have notg
done anything for it?

A, Ypou can call it what you want to. It 1s the

came wpy on the fire scnedule, You can call it a gift
if you went to,

4. In other words, persons whe nave had no part in
rlacing insurance, done no work whatever, get a certain
glft as designated by the Governor and members of

tine Council?

A Well, my advice sgseemed to indicate that he had done

csomethling about 11, and I could nave nade to any

[

authorized agent of the State a legel transaction, and

Y k)

het 1e what I believe 1t was,

ct

@. The statement as been rmade nere he did not 4o

A, That may be This has all come up since my reguesst
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information came to me, and you nave no quesilon about

.5, I assume, Was there any gquestion that letter

was not sent to me?t Az I understand 1%, tihls is merely
z recommendation whlch emanated from my office, I do
not know that eny comrisslons have bsen paid, end I
don't believe tney have,

SENATOR LAUGHLIN: They were pald last year, Tpls 1s still

abeyance bhecause threy refused To va

o

1 them on that basis

leJc

A, They haven! refused to pay it, they Just haven'
done 1t. I have had no further corresgondence

SENATOR LAUGHLIN: So 1t doegnt+ nettsr anyway. I
i

a gift To XEE perscns wne 1n many cases nave done no

lv_';

werk whatever; the State dld it 1n the first instance
of accepting the bid.

A, Exactliy.

MR, MeBAMARA:; In your opinion, Governor, do you think

N
{

Jortberg has worked this whole thing up wlth the

@
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tion he could get commlgesions?

. Yeg; bumt I think he 4id it with 2 thorough understandin
that &8kl he expected To get out of this whole thing was

a Jjob with the Zyrich Compenyn. He got that. Apd vrobably
if I had seen £it to recommend That he have & largery
provorition of this you might never have neard anyithlng

is the story,

(CfF record) (Witness excused)

The foregoing 1ls a true transcript

&

of ny shorthand notes in the above

macLer, /%//‘/MW

Reporter

o





