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Augusta, Wednesday, Dec. 12, 1940. 

BROOKS BROWN, r1aving been duly sworn, testified. 

as followe,: 

(By llr. Donald W. Webber) 

Q,.. State your ful1 name, IYir ■ :arovm-R 

A. Brooks Brown. 

Q .. You reside in Augusta? 

A .. I a.o 

Q., And you are 1n the insur2.nce business? 

A. Yes, sir. 

Q .. Are you an employee of Macomber, Fe.rr & Whitten? 

A.. Yes, sir., 

Q~ On a salary bcsis? 

A. Salary and cornrr:ission. 

Q.. N0 w you have no broker 1 s license, ::iave you? 

A. Those licenses I t:ninl:: are all as individual agents. 

Q. You nave none yourself? 

A. No; not as a broker. 

Q. You are a regularly licenseia: agent for certain 

companies? 

YeE', sir. 

Q .. You are no~ a licensed agent of the Zurich Cocpany? 

A. No, sir 

Q., N0 w I presu8.e you are aware that t::-ie present state 

automobile fleet insurance is covered by the Zurich 

Company? 

A. I understand so. 

Did you have anyt111ng to o.o wi t.i.1 t:ne writing of that 

business? 

A. N0 , sir. 



(~. Were you aware tnat an allocation of a paI't of 

the Commission had been Eade to you? 

A,, Yes 

Q.. When die_ :rou first learn of that? 

A. I should say several weeks ago. 

""· After the allocation had been rrade? 

.A. Yes. 

Q. An~ not before? 

8.. I VJOUld so • I think it mus~ have been. I 

don I t :cno1cr when 1 t was r.cade of course. I know this 

was three or four weeks ago I first was informed. 

Q.,. s:,Vho informed yo-u? 

A. One night just before the office closed Cony 

Wes-con came in and_ s2id the Governor had sent word. 

down by him to me t:nat I was to get sorr:e com.mission 

on t~e State fleet. 

Q.. A yea.r ago did you receive part of the commission 

on t:C-Le Ino_emni ty Com.pany of N0 Tt'r.:. Ar2erica cove;:,age? 

Q. And Mr. Bgyd received part of it? 

Q. Did Mr. Tozier receive part? 

A .. As to tl1.et I I -don t £no·.v. 

the.t business? 

A.. No. 

2 

Q. Now, as I unc,ersta.na. it, this is part of a custom 

that has gone on uno.er many governors? Is that right? 

A., The.t ls as I have understood it, yes,. 
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Q. Ana it is a form of political patronage? 

A. That is as I understand it 

Q. Were you aware of the fact t:'1at wnatever p2.rt of 

this Zurich com.G.ission you receivec:,7- ?muld come out of 

Mr. Jortberg 1 s pocket? 

A. No., 

Q. :V.:::et was your understanding? 

A. I'EY una_erstanding would be tnis: Where tnere was 

a special agent of the company he would never receive 

any commission frora business of that kind, and I 

understood hlr. Jortberg is a special agent of the Zurich. 

I never he.ve heard of e case where a man, a special 

agent, received commissicm on the State's ~:Jusiness. 

~- ?lb.at do you rr:ean by a specis.l agent? 

A,. Th8.t means the direct representative of the colI'.pany 

who does business with the agente and looli:.s after tne 

co:cr1pany•s business in the va'Y'ious territories. 

Q. Well, if Mr. J 0 rtberg were not to receive this 

commission, why shouldn 1 t it go to the Zurich general 

agent of the State of Maine? 

A. I don 1 t kno~. Si~p:y as you stated, Mr. W8 bb~r, 

that it has been a custo~ for many years, as I 

understand it, for commissicns or so~e of that business 

to be given up to friends of the governor, different 

governors. 

Q. Y0 u don 1 t have to do anything; you don't have to 

perfor~ any service at all? It is simply a precedent? 

AG Noo I can see of some case where you might be of 

sor.c,e service, but ord.ina:.."ily ]1 do not think so,, 

Q. :io'!J much did the Indemnity Company of N0 rtt. America 
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amount to so far as you were concerned? 

A. I thin1': 1 t v,as just a few dollars under four 

htmdred., $390 as I recall 1 t. 

MR. MacIH8H0L: M:r. Brown, what cor.o.panies are you specic:.l 

AG T BID not special a.gent for any com.pany. J. --
Q. "vVha_t co~panies are :/ou B~gent for? 

A. Well, for probably thirty or forty c.ii'f eren t 

'fhere woulc5- be the ©mployer I s l1iab111 ty, 

Maryland Casualty, J:.Iassachusetts Bonding. 

Q. AnY fire insurance co~panies? 

Ao Yes, &. nun:ber of them. Granite state, New HamJ;,shire 

State, N0 rt~ American - . 
Q,. Well, just so that I can understana_ yo~u,., position: 

You work for lviacomber, Farr & Whitten on a salary 

basis, and in your own right you represent thirty-five 

OJ:' forty insura,nce companies as e.gent; you represent 

t2ose co~panies for the interests of the firm you 

work for? 

A 
" Yes, I should sav so because vou see each Dartner 

... ' J -

ln the firm ls licensed, and then, for instance our 

office ,n2,nager, ·vd1.o is not a member of the firm, ls 

licensed for these various companies, and I am licensed 

Q,, In other ~,:ora_s, you as an er:1ployee of t·:1.e Uacon:ber, 

Farr & Whitten Corrpany would not actively seek business 

that your fir:t1 was seeking probably through otner ch1:m::iels? 

A. No; nothing that the firm ~ould be interested in, 

naturally I would not be seeking .. 

Q~ And, by· the same token, they might seel1:. b 1.1siness ~:mn 

for you in the co:J:panies you reiJresent? 
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( B:r ir--, ,,ta(..,\T-" cho.1.~) ~ .l,1,..1,,_l GP .1,:.;..,. -....,,ll,\l .,L ,J,..1,, 

A. It would be possible. 

Q. In other words, it would be possible also that 

they might, in writing insurance, grant to some of tne 

companies you rey]resent a certain allocation of tha.t 

business in order to split it up? 

A. Yes, that would be possible, although I don 1 t 

know that it is ever done. 

Q,. You mean in this iray: If they take a risk of f6100, 000 

they would allocate to sorr.e of the co:,,.panies you 

represent a certain fractional part of that business? 

A. I might explain it this way. Usually we all four 

are agents for the sa.me corr:pa.nies. V/e wcrnld not be 

representing different comnanies necessarily 
~ . 

Q.. Then you represent "c;he sa:ce companies? 

A" As Kr. Tui2.comber, :/Jlr. ?{e ston, Mr. Washburn.. We would 

represent the same co~panies. Perhaps there ar-·e two 

or three coT:.1J2.nies I might be licensed for 2cnd. 

perhaps one other person would be licensed for, small 

companies we give very little business to 

Q. In the past ao you care to tell us how much these 

presents from the Governor have amounted to? 

1"-. The only one I have ever received in my life was 

the one last year for tne N0 rtn American Indemnity_ 

Q,. That is the only one you o.ave ever received? 

A. That isthe only one I have ever received. 

Q. And that was retained by you for your own use? 

A. Certainly. In fact, if you will pardon me, I 

was going to say, knowing that this wss an insurance 

investlgatio::1, I thought I VJOi.J_la. check up on my 

checkbook what I a.id with the money last year. If 
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you would be in tere stec5-, I bave 1 t right here. 

In other words, you have a checl-':.book tnere to 

prove these funds were retained by yourself? 

A. I got it out of my desk this noontime after being 

sumrronea_ over here. 

Q., I am not interested in you.I' personal checkbook. What 

I am ::nterested in finding out is whether that check 

was merely to you for endorsement or to you personally. 

A. To me personally. 

Q. Did that constitute any part of your S8,lary as 

an employee of Macomber, Farr & Wl:.itten? 

A. No; it dia_n 1 t• As a matter of fact, I rece1vea_ 

an increased salary the first of last January, and this 

check was not received by me until during the month 

of January. 

( Off record_) 

Q. (By Mr. W8 ooer) Mr. Brown, if a m&n contacts tne 

State of Maine and discusses insurance coverage, goes 

out and puts ln tirr:e &nd effort persuading his company 

to give ti:J.e State of Maine a much lower rate than they 

have been ever able to receive on a similar contract 

hasn1 t ne justly earned the entiT.'e comn::i.ssion on that? 

A,. I still say this, 1J.i:r.Webber: Take y'.)ur special agents 

on your fire policies that prepa1"e data for rr:unicipalities, 

they do a great deal of '.Nork for their companies in 

getting fire insurance data together to get perhaps reduced 

rates, ana_ the comrnissi on never goes to ti:J.e special agent; 

it alwayr, goes to the local agent, al though he me,y do 
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no work on it at all. I have never known of special 

agents receiving any cownission at all. Tljey are 

employed_ on a salary from the company, of course. 

Q. In the illustration tha~ you have mentioned, doesn 1 t 

the commission 60 to the agent for that company? 

A. Yes, it would in that case 

Q. N'1w you e_ re not e.n agent for the Zurich Company, 

never have been? 

A,. No. 

Q .. Which brings me back to my original question, that 

to be consistent and_ apply the illustration which you 

have given to this situation, let us sa:r Mr. Jortberg 

ought not to get it, shouJ,._idn 1 t it then go to an agent 

for the Zurich Co~pany? 

A. The only thing I could. ans.ver, Mr. Webber, simply 

based on the custom of years, the Governor l~s allotted 

t:'J.e_t to whom :1.e sees flt, because other agents of 

the corn)any may 'r1eve had nothing to do wi t:n securing 

th2_t business. 

Q. No\l! this cus1:;or:c. you speak of is exclusively a custom 

of the State and the Governor of tne State; that does not 

carry over into ord1!1B.s'.'Y private business, p:'.'i va te 

concerns; such insurance would always go to an agent 

for the co::cpany in question? 

A. Well, you run into this situation: For instance, 

you take certain con-:panies, large comp2,nies, who :C--...ave 

a lot of insurance to go out will give that to 

any number of agents scattered over a wide area perhaps 

and representing many different companies, although 

of course in that instance they would be agents of 

sorr;e of the corcpanies that were insuring. 
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Q .. What I am getting at is this custom is unique, 

is it not? 

A • I tr.d. nl;: S O ~ 

CHAIFJJ~ TOMPKINS: 1/s there any la:cge amount of this 

liability insurance issued to the State of ~aine outiide 

of the fleet of t ruclrn? 

" 
I wouldn I t lcno 1P about tf.'1a -c, Sena tor. I a_on I t lcnow, 

I e.m sure G The only c11eck I have ever received 1nas 

that one last year,. 

ci. What other liability polocies does the State of Maine 

carry, if you know? 

A. I do not think at -che moment of any, sir . 
Q. De they carry liability policies on their elevators? 

P,,e I understand they do on some No; I d.o not thinlc 

ti:1ey a_o. It is possible ti1ey might carry public 

liability on the building :a.ere, but I never he2.rd of 1 t. 

Th9.t is something I would..n 1 t 1-c.now about. 

q,. Jo t .. 1ey carry a puJblic liablll ty insurance in the 

Nation2.l G11ard on t:Ueir motor vehicles? 

A. They do, I believe, on t~1e National G-u.ard througn 

the Federal service, I think it is, so I have understood. 

Q,. H0 w is th&,t lnsu.rcmce cond.ucted? 

A. I do not know. I tr1i~1c that is pla.ced directly 

wit:i.-i t:ae co:Tµa,nles, bv.t I d:Jn 1 t kno;,.,-. 

Q. By r:hc.nr.? 

A. I imagine t~e Adjutant General 1 s depart~ent, or 

whoever is in charge of Federal property or State 

property in the Adjutant General 1 s department. 
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Q. A specie.l agent you feel is th2 go--oetween 

between the State and the Insurance company -- is that 

the idea? 

A. The special agents of course :r·epresent 1:11.eir companies 

in looking after collections from the agents and looking 

after taelr business and contacting new agents and 

really handle the business of the cor:cpanies in the 

territory·" 

Q. d doesn 1 t necessarily have to hold a license ~o 

write insurance? 

A. I don 1 t kno 1.v about th2.t. I don 1 t know just aow 

the snecial agents are licensed, I am sure. 

Q,.. ·Yell, on thl s insurar.ce of motor vehl cles in t:..1e 

Nationo1 GuEtrd, of course there is e. premi-um to be paid 

A. I should sup~ose s09 

Q,.. And a comrcJS31on goes to sorr:ebody on that? 

A., I ir:1agl ne so 

Q. You don 1 t know wh2:t disposi t1on is rEade of ti1ose 

comm.ls sions? 

b:r t~1.e denart:-;;.ent ,is t.cie·Rrit:'..ng agent, why wouJ.c5-n 1 t 

you -oe ti-1e 011.e thot si g·ne d tile f•oli cy a2 ti:1e w::'1 ting 

agent 1n2tead of dr. J 0 rtberg? 

Q,o uldn 1 t you expect tc be"? Wouldn't th2.t be natural? 

11, I sho thinl:::. th2t the person sigi:-1lng the 

policy shouli be the represen~ative of the co~pany. 
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~- Even though he is a specla~ agent? 

I 

Q. But he canno~ coliect any comreission? 

I s a:L c. I never· ::--1eard of it 

bein6 done. I do no~ knoT any ree.son why he could not 

collect a comrr1ssion, 1Ju"'G I neve1""' h~ppened to hes_,:.~ of it. 

arrangement and the f□ lic~ is theirs, so th&t if there 

the en& of the period, 

com~ission co~ing back? 

A. I should think so 

wouldn 1 + 'c:ner·e 2lso be a retu:rn 
u 

1:d 0,,ays 100£.s to its 6eneral agant in the State for 

the return com~lssion? 

Q. N0 w how would the general agent in this case, if 

he v1ere cBlle d ur:;on to me.ke a retur:1 com:2.:!.sslo:1, 

protect h1_ 0·12elf, for exampla, a,,s to ;:ro1J, where ne h.e.2 no 

contr.s.ctuI'D.l relatio':1 ;,itl:::. yoi.::. wha.tsoever? 

A. I do not see how it could be done. 

_1:::;eri od. there 

were called uron to pay a return commissi~n an~ refused, 

there ~8uld ½e no way to e you, would there? 
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Sc 6.oesn 1 t t~10.t. t the general agent in the 

I shoulo. tDin},:: so. 

~he State of ~aine if they ~ecarne some~hat concerned 

over a situetion like that? 

A• No. I have never van the ~atter any thought, 

aithough you just brought :tu~ at this time 

That is, we are try~ to ~et a~ the rarnlfications 

to v1:-.J.etlJ.er :)r not it is a_ good cu_storn . 

. h. It 1 s s orcet;J.l n3 of course we ~"l&,ve all hear 6. about 

for· yea .. rs. i1ly first experience wi t:h 1 t ?12.2 last 

Ve were classmates in col:ege an& have been very 

good friends elnce then. He wanted to favor me and he 6.ld. 

• L'Iac11I CEOL: • BD1rnrm, as agent ";,hat insurs.nce 

have you recently written for the State 1 s account? 

A. I do not think of any. 

Q. w far back since you have written any? 

of health an6 accident, in other wor~s the employees 

were ven pe:2r~:.s21on to buy health anc1 accid:3nt 

insure,nce upon. our soli citation e,nd the money to be 

deducted from their nay once a oconth 
~ . I t':~:l.nk there 

are several c □~fanies that have that arrangement. And 

then Jrior to that a number Jf years ago an agent in 

Sko,:crhegan, j..Tiles Carpenter, ancL I, a~a t~1e same thing on 

life insurance. ..l:-robabl? ten yea1~s E,go we cUd. tern S8JI:e 

thing~ 
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Q. Recently, ~e will say within the past four 

years, you have written na insurance for the State? 

1-i., Y0u d..idn 1 t pa;:otici;,2:t;e in t/1e general fire insu'!."2.nce 

c_i vision? 

A. N0 , sir. 

The foregoing is a true transcript 
of 3~' shorthand notes in t::1e above 
matter'. 

~t~----l } Reporter 

excused) 
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Wednesday,_Dec._12, 1940. 

CHARLES JOR'rBERG, Jr., recallec1 anc_ testified: 
cts follovrs: 

(By D() '1a7 Q~ W n1'e'1,'u- 0 -r) ----' .!. -'- do I ..., '-' 

Q,. We 112,ve l1-s.d suppliect to us sose :1.nforn:-8,tichn toa_ay 

frorr: ti1e Secretary of State 1 s office V71th rega,"d to 

the Uni versl ty of' lc'~a.i 1:1.e cars, and t:ney Y:.2,ve informed 

us tnere that those cars are registered as awned by 

the Univers1ty of ~aine. We understood fro~ you that 

;fotll"' irn.pression was that tney were reg::..stere,~ e,s 

A. They start out with these S license numbers all 

·c::-ie vvay a_own tht'oug~-i. 1Jov7 they probably on the 

Secretary of State's registration records shov the 

name of the University of IvI&lne, but they have S. nur.:1bers. 

Q. ell, you take tne fact tr.'B.t they got S pl2 .. tes 

as indicating that they were !tate-owned property? 

A .. That is right, a,nc. th2.·c tney were insured as 

ownea cars, because the insurance ;olicy covers one 

concii tion only and tns.t is owned equipment. A schedule 

is listed for guid&.nce of t.c:e corr:p2.ny, but; the 

actual e ostli?:e is determined by audit s.t the end of 

the yes_r, and tne Seeretary of State I s recordts ls 

one of the sources of information. Tne only ca:r's 

that cs.n be ins ureci th2:c a.re not owned rr:ust b9· 

insured by endorse~ent and specifically stated. For 

instance, ~~e Forestry Service, I believe it is, has 

a list of a certain number of vehicles tha~ are loaned 

t ..... ~ t· o t,,:J.ern, 2.no ney are insured by ser:ars,te endorsement 

that specifically states that triey are loaned, so that 
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1 t is only natural, year in and year out, ;that those 

being insure cl as owned. automobiles e.nd h2.ving S pla. tes 

the same as any other State cars--

(Off !'ecord) 

Q. (Byi Mr. \Y8 bber) Is it t:>ue that over e. period. of 

years ti:1e Uc1ivers:1. ty of Maine :C.as :nae.. e. bad. loss 

ratio on its auto2ob1le coverage in prorortion to the 

~ ~ 
other dep~rtments of state? 

it has. 

Q. Tna"c has been continuous over a per1oa. of years? 

A. Thctt has been continuous for three or four years. 

Q,.. So t:i:12.t, in your opini cm, 1 t is fair to assume that 

if the University of Maine cars were not included. in 

the bla.nket covera.ge thej_~e n1ight be a further reduction 

~1. No'.'7 1rill you expl.s~in aga.1n just wh2.t your arra.n6'ement 

with the Zurich was and is with regard to your co~pensation? 

A. it the time that I reqqested the co~pany to quote 

t;:1e rates t:'1." t ;r:e-:>e fin.s.lly q_uoted, tl18? agreed to 

quote those rates on a proviso that I in turn would 

agree to make an arrangerrent with theIT to exercise the 

sam.e control ana. supervision on the details of the 

insurance under tI:1.1 s policy e,s I had been doing previously 

as an em:oloyee of the State. Now in ar1~1 ving at an 

amount of money to be paid to me for the service, I 

immediately said t~-1ere would not be e, s"'-lfficlent amount 

of money accruing· under commissions to en2.ble me to 

put the necessary time in; and they said they would 

allow in turn the normal amount of money th2.t t::.--.:.ey would 
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spend for a safety engineer and forclaim2 supervision 

ano foy, special 2 .. gency supe1~v1s1 on moulded toget.:.:i.er, 

mal,;::.ing up a fee. Now t:1.e size of th2t fee w2sn 1 t 

predetermined, it could not have been, because the 

estL:nate aE to 1.;;hat the r:remium woulci 2mount to could 

not be ma6.e e,t tna,t tL:ce without :iaving a definite 

]_JB,ckage. 

Q,. Including t:C-1e total arwunt of com1I'iss1 ons? 

A. Incluc5.ing total amount of :; roducer's e:omBi ss ion, 

which was four 1:::er cent, not the gross comrrission, 

including the total amount of producer 1 s comn:ission. 

Q. The other one per cant, so far as you and the 

company v::e1~e concerned, to 6 0 to yrnom? 

A. To the general agent t£1roug~1 whom the business w2.s 

cleared, the Dunlap agency. 

Why did .. n' t the Dunlap agency as the general agent 

sign the policy? 

A., Wny, that would be an unusual t}J.:l.ng •. Where there is 

a licensed agent the agent usually signs policies. 

For inste.nce, in yec!rs ~'.Jast I i1ave been a produc1.ng 

agent for t[le Travelers Insurance Company. They have 

a branch manager who is equivalent to general aient. 

I would always countersign policies on business I 

personally produced~ As a matter of fact, in this 

instance I think I insi2ted on eigning tne policy, I 

insisted.. on tn.e corr:ps.ny stamping the name of t:O.e 2.gent 

on the letter binder. 

Q.. The ste.tement was made to us tod..gy that a special 

agent never gets a commisslonc 
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A. Well, th~t ls probably true. A special agent 

of a company is usually classified as a salaried. 

Ean. He is paid. his salary and paid his travel expense. 

Q. That ls, you don 1 t ad.mi t you are a special agent? 

A. I certainly am not a special agent. A special 

agent of a corer::any has t_:..e duty of' going out and making 

ne~ agency contacts, securing business £nd following 

collections; his is a production job, an6_ at no time 

has t~e co~pany intimated that they so considered it 

by asJ:ing me to ta.ll,:_ to s.nybody as e. poss:fLble prospectl ve 

agant. A.,_ no time have tx1e company reimbursed me on 
i,, 

ti-·avel expense all□""ence el ther. This is 2.n umrnual 

independent contract. I cl.a no"c; believe there are 

many instances of w~ere co~panies will allocate to 

an ino.i v1dual ti1e norm2-l amount o:f money t.c,.ey ViOUld 

s1::-snd ,:)n a safety engineer on claim supeY'Vision ano. 

on special agency supervision as to detail. In 

other wora.s, I colso arra.nged. with tee cor.i'pany tha-c; 

every deta.il of tilis business 'Nould go just exEctly 

as tl-ie negotiations for the business had gone, t.cirou6h 

me. 

q,e NO w you made your rel a ti on ship to the company 

and the oasis of your compensation plain to these peoy:,le 

prior to the time that the Governor wrote his letter 

to the company? Is ti1at right1 

A., Yes; tha·c was made in the early part of October, 

when Mr·• Lovejoy wrote ms first letter. It might l1ave 

been a natural assumption. I wa,sn 1 t crl tlcising anybodJ 
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or at·cernpting to. 'i1 here pro-bably 1.1.ad been ti1e natural 

assur::rJtion th2"~ I had. so,Tie kind of a salaried job 

wi t:i ti1e company. I d.1dn 1 t go around volunteering 

wha.t my arrs.ngement we.s wi t.n t:C1e con:pany. As E matter 

of fEJ,ct, outside of the general agent I don I t think 

anyboo_y in tl:e State knew what it rras. 

I was a_ovm on that pc:.rticular date to correct tl1at 

impression and make t:1.e stater.r..ent ti:1at any portion 

of the com;11ission trn,,t vras a.llottec. to anybody else 

was being taken out of my pocket. I bilieve those 

were tne words I used. 

In tne very first ~:;,::.~elirr..inaY'y discussions, was 

it made plain to you tna~ if this businessma was 

wr1 tten that they would. expect to pay tne comn:ission 

to sornebody, not naming any particular 1ndi vi dual? 

A. No; t:C1e question of com.xission didn 1 t cor;1e up 

for ,112.cussion. The o__uestion o:f e;orr1:1;isslon car.c.e up 

only at one time; tbat was the day Mr. Westen from 

the executive council and Mr. Lovejoy had me phone 

over to t~e company and ask for a letter confirming 

t:,-1e arrangement. When I was asked if ti1.e gross 

com~ission on this business would be the same as 

the previous year, I ansv,erea_ 1 t by saying I oJ.d. not 

know -gh2t tile previous commission was but this year 

the gross comrdssi on vms five per cent. 

CR.ti.IRMAH To~:J.p~~INS: D1d they give you to una_erstand 

you would not rece1 ve that corrrr:isslon at t:nat ti:-c.e? 

A. E o; ti1.ere was no di scussi0n oi.' it It vre.s one 

of tl1.o se c;_ue stions th2t o_l dn 1 
_.,_ come up 
lo 

a .. t all. I was 

asked point blank 2bout tne commission. I said that 

v1hile I did not t:nov,' ,Nh3.t it h2_d been in ti1e past, that 
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the bureau 1r. approving the rate had approved 

five per cent gross commission. That is the only 

comrdssion discussion that I have any recollectio'1 of • 

Q,. Well, why would they be interested in the comrI1i sslon? 

a. WhY, 0t(r1en you are neg'otiating insurance contracts 

in la,rge arr~ou!1ts,it is not an uncomrr.on question to raise. 

Since I was :C-1ere yester::5-e,y afternoon, I hr,ve talked 

with one of the largest insurance buyers in the State, 

ana. vve were ta.Ucing on the rat::..r.g of ~'li s con::;,en.sa ti :::m 

insurance whe:"e ne has h2,cl a be_a. experience, and. I 

told him I thought it w2s unfortu11?, te th2.t the past 

year produce a_ such a low premium. He wanted to 

know why, anc 17hether o:~ not that affec.ted. the comrclission. 

It does in that case. It 1,s not uncmT.mon" As a 

matter of fact, I :1.ave ~1ad that question put UlJ to 

me in a gooo_ many instances by insurance purchasers; 

ana. t:C.e Insurance CommissloneI', who 2,p~Jroves policy 

forms ,St.nd rates and amount ct.· commls slons, it is the 

rr~ost n&ctural tri.ing 1n t11e worlo. for :0.im to ask the 

amolmt of' comrr:issio21., 

q,. '::ell, were you awa,re o-P ti1e prac:tice the_t had been 

go:..:1g on in regard to these comrnlssions being paid 

to other agents in the State t/12.n the one effecting 

A. I do not bell eve ti12_t &. similar si tue_tion has 

arisen, ~r. Tocpkins. I think that the selection 

of the co2pany, policy form and rate has been maQe 

dil"ect to the cor::pany by the Insurance Commissioner. 

I tnink t.nat after thc1.t :C.l,as been made ti1.2.t there 

were c omrdssions available and th2,t tb.e GoveI'l:Or a"nd 

Council allotted t'.'iose coD.1Ci2sio:1s. 



I a_o not kno 1,, of a case si~ila-c' to this where 

the negotiations were co;opleted er e.n inci1 vic_ual who 

would be in the class of being an agent. 

Q.. If this business was conducted directly wi t:C-J. the 

cornpany, what £tbout the corrm:issions 1n t:--i&,: case? 

A. In th2. t case I e.s I" ume the se_r::.e pro ce,:1-ure ,Nould 

have been followed, that the com2issionc would be 

allotted by the Governor and Council. 

Q. To scmeone ~ther than the agent of the co2pany? 

A. Yes; to whoever they cay select in the business. 

M:R. Macr!ICHOL: 1J.ld_ it be ::.:,,ossble for the insurance 

coc.pe.ny to cred_i t tne amount of the commission against 

the policy? 

A. As I understand the interpretation of the laws 

of the State concerning rebating, ths,t would ~:::rohi bit tl'..a t 

T11ere is an insurance st.s,tute ti.1at prohibits the co::-cpany 

from allowing to the purchaser 

Q., If th2,t statute were rercoved--

A. It would then permit the practice in the general 

insurance business, if it were removed, that ~ould 

be a bad practice.. It would enable me to go in, and 

if the commission were one hundred dollars, to b1iy 

your business away from some legitirr.ate, honest 

broker over here by offering you a rebate of ninety 

dollars. 

Q. If t~e statute was cnanged in the case of the 

state itself so it would act as its own agent? 

I wonld sa7 so • Undoubtedly when yol1 negotiate 

rates yen: ~'lave acquisition cost which is commission, 

you have adninistraticrn expense, you have the loading for 
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catastrophe losses, loac.lng for safety engineers o.::1d 

ca.sual ty, loading for general r.:lscellaneous expenses, 

ana_ the remainder losses. If the state were 

to deB.l direct with the corr:pa.ny v-,i tn no commission 

paid, it should reflect i::1 a lower rate. 

Q,. In all lines of insurance'? 

A. I wo1J.ld say so. 

How @any agencies does the Zurich 

Corcpany have in the State? 

A. Th2.t I don 1 t kno'\'v, M-r. Tompkins .. 

Q. Do they 11.s.ve re.ore ~h232 one? 

A. Only one general agent but more tha.n one agency, 

hovv many I a.on 1 t lrno,;1. I have never seen t11e list. I 

know there .s.re sor;:e up no::,th, sor-re ciown to,-1~:rds 

Ellswort:c1 2nd Bar !farbor and in the vi cini t~r of Bangor 

2.nd one or tno other locations.. H~w many I a.on 1 t know. 
( Off record_) 
Q,o :tEjr Y0 u can 1 t una.erstand what gave t:.1em the idea, 

either Mr. Weston, Mr. Lovejoy, the Governor or 

any member o-;: the council, that you were not to 

receive the commissions on this bnslness? 

A.. I haven 1 t the le2_st ic_ea. Tl1e only thing th8t I 

could figure out on it at all wa.s as I told lifil". 

Lovejoy and Mr .. Weston the day I made the triI) down was 
" ' 

that sorr..ebody had ass1..T.Jec':_ I had gone to work on a 

salar1ec\ job. N0 ',V if I had gone witi-i the corr:.pany 

as a salaried m:.=m, I would receive no coIG:-~1.ssion. There 

would_ be a corrt1:ission accruing on this. If there were 

a comrrission accruing, the natural supposi tlon on their nart 

vrnuld be to have 1 t pal d to someone rather than havG the 

company retain it. 
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CR.~IRL'IAN TQijIPKINS: WnY woulctn I t 1 t be pal d to 

an agency of the company? 

A. Well, it may 118,Ve been paid_ to the genel"'e.l agent 

o~ the company in this instance. It should have 

accruea_ to the general agent. He is the o::1e that has 

got to spena_ money on postage, office a6.rr:.inistra'cion 

;,rnrk ano_ to follow the tiling throug:n while it is 

on the books ol the company, an~ is certainly entitled 

to so1-1.etbing for t.ne VJork tl1at tte does. 

1~. You haven 1 t tared with the Governor on thismatter? 

A.. I asl<:.ea_ Weston tne iay I talked ·wi t:ri htm: 11 Do 

you 1irant me to come up and talk ':Ji t:n the G-overnor? 11 

He said, 111 t is a m2,tter he probably v1ould leave to 

r::e anyw&,y, and I t;1ink you woulc. be bet·cer off to leave 

1 t with me. 11 So I did . 
Q,. Apparently you and the State of I.ie,ine were proceeding 

on two separate theories as to your standing i~ effecting 

this insurance? 

A. It would seem so. 

(Witness excuse a_) 

~he foregoing is a true transcript 
of my shorthand notes in t:cie above 
matter 

~ 
-Re:9orter. 




