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Augusta, Wednesday, Dec. 12, 1940,

BRCOKS BROWN, heving been duly sworn, testified
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(By lir. Donald W. Webber)
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. otate your full name, iy, Brown?g

¥

Brocks Brown,

Qe You reside in Augusta?

A, I do,

G. And vou are in the insurance business?

A, Yes, sir,

i Are you an employee of Maccmber, Farr & Whnititen?

4

A, Yes, sir,

g, On a salary besis?

A, Balary and cocmmission,

Q. Npw you have no broker!s license, have ycu?

A, Theose licenses I tiink are 211 as individual ag
Q. You have none yourself?

A, No; not as z broker,

@. You are a regularly licensed agent for certain
companies?

A, Yew, siv,

@]

@e You are not a license

-

¥

s

0, S1T,

Qe Npw I presume you are aware that the present state

automoblle fleet insurance is covered by the Zurich
Company?

A I understand so,

=3

Q. Did you have anything to do witn the writing o
business?

L, N, sir,

ents,

agent of the Zurich Company?



Qs Were you aware that an sllocation of a part of
the Commission had been made toc you?

A, Yeg,

&, When Adiéd you first learn of that?

A, I should say several weeks &ago,

W, After the allocation had been made?

A, Yes,

Q. And not bhefore?

A, I would sey so, I think it must have been, I
don'+ know when 1t was made of course. I know this
was three or four weeks &ago I Ffirst was lnformed,

& Who informed you?

A, One night Jjust before the office closed Cony
Weston came in and sald the Governor had sent word
down by him To me that I was to get some commission
on the Ztate fleet.

Q. A year ago did ycu recelve part of The commlssion
on the Indemnity Company of Nprtn America coverage?

A, I digd,

N

fte
ot
L]

Q. Apd Ur, Bgyd recelved part of

&, L underetood so

3

Qo Did kr, Tozler receive part?

[

A, Asg to thet don + know

&s Dicd wou have anytuolng to do witn the witing of
thet business?

A, No.

Q. Now, as I understend 1it, this is part cf & custon

that has gone on under rany governors? Is that right?

Ao That is as I have understocd it, yes,
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And it ig o form of political patronage?

P 2 s
tena 1%
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e« That 1c as I unders
. TWere you aware of the fact that whatever part of

)
A
g
T

his Zurich commliseion you received would come out of

4
2

¥

lr, Jortberg!e pocket?

24

l‘xo I\TOQ

Tmet was your understanding?

s

. My understanding would be this: Wnere there was

®

cpecial agent of the company he would never receive
any commiesion from business of that kind, and I

e

understood dr, Jortberg is a speclal agent of the Zurich.

(s

T never have heard of & casge where g man, a special
agent, recelved comrleslon on the State's business,

Qs TWnat do you mean by a specisl agent?

A, Tnhat means the direct representative cof the company
wlho doeg business with the agente and locks efter the

company!s business in the various fervritories.

commission, why shouldnis 1t go to the Zurich general
agent of tne State of lMaine?

A, I don'y know, Simply ag you stated, Mr. Webber,

T 1t has been & custom for many years, as I
understand 1t, for commlsclens or some of that business
to be given up to friends of the governor, dlifferent
governors,

Qe Ypu don'+ have to do anything; you don't have to

- .

perform any service at all? It 1s csinply a precedent?

D

A, No. 1 can see of =ome case where you might be of
gsome service, but ordinerily T do not think <co.

@, How much did the Indemnity Company of Nprth America



amount to so far as you were concernedy

A, I think 1t was just a few dollars under four
MR, MacWICHOL: I+, Brown, what vore.nar 28 gre you special

A, I am not & special agent for any company.

ent for?

There would be tne Bmployerl!s Liebility,
Maryland Casualty, lassachusetts Bondlng,

Ge Any fire insursnce conpanies?

A, Yes, & number of them, Granite State, New Hampshire
State, North American,

Qe Well, Jjust so that I can understand your position:
You work for Macomber, Farr & Whitten on a salary

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

or forty insurance companies as agent;

<

you represent
those companies for the interests of the firm you

work for?

A, Yes, I should say so, because you see each partner
in the firm 1s licensed, and then, for instance our
office manager, who 1ls not a member of the firm, ig
licenced for these various companlies, and I am licensed
Q. In other words, you as an employee of %the laconber,
Farr & Wnitten Company would not actively seek buslness
that your firm was seeking probably through other channels?
A, No; nothing that the firm would be interested in,

naturally I would not be seeking,

O]

&, Anc, by the came token, they might seek buslness ¥mm

for you in The companies you represent?



(By ¥r.

aciichol)
It wou ld be po

seible,

b
—
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be poscible alsc that

Qe In other words, 1T wou
they might, in writing insurance, grant to scme of the
companies you revresent a certaln ellocation of that
buginegs in order to split it up?

A, Yes, that would be possible, althougn I dontt

know thet 1t is ever done,

@. You mean in this way: If they take a risk of $100,000
they would esllocate To some of thne companies you

renrssent a certain fractional wvart of that business?

A, I might explain it this way, Ususlly we 2ll1 four

are sgents for the seme companles, We would not be
representing different coupanles necessarily

& Then you represent The same companies?

A, As lr. Macomber, ilr, Weston, Mr. Washburn, #We would

represent the same companles, Perhaps there are two

for and

a
(o]}

or three corpenies I might be licenss
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one other person would be llcense
companies we glve very little business 1o,
Qe In The vagt do you care To tell us how much these

4=

presents from the Governor have amcunted to?

4, The only one I have ever received in my life was
the one last year for tine Narth American Lndemnity,
@, That 1s the only one you nave ever recelved?

&, Tnat isthe only one I have ever received,

&, And that was retained by you for your own use?

-

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

wes

0
o]

ing to say, knowing that thls wes an insurance
investigation, I thouzht I would check up on ny

-

checkbook what I did with the money lagt yesr, Iz



vyou would be interested, I nave 1t right here,

Q. In other words, you have a checkboock there to
prove these funds were retained by yourself?

A, I got it out of my desk tThis ncontime after being

summoned over here,

%, I am not interssted in your personal checkbook, Wpat

n finding out 1s whether that check

e

I am interested

wa.s merely to you for endorsement or to you personslly,

£

5

A. To me personally,

g

&. Did that

Q

onstitute any vart of your selary as

q

an enployee of lMacomber, Farr & Whlitten?
A, No; it didn'+, Ag & matter of fact, L received

i -

an increased calzgry the first o

(]
ct

last January, and this

check was not received by me until during tThe month

of January,

(0ff record)

G, (By Mr, Weover) Ir. Brown, if a man ccntacts tae
Stete of Meline and Jdiscusses 1lnsurance coverage, goes
ocut and puts in time and effort persuading his company
to gilve the State of iaine & much lower rate than they
have been ever able to receive on a slmilar contract,

hasn! ¢ ne Justly earned the entire commission on that?

A, I still csay this, lpr,.Webber: Take your special sgents

cen your fire policles that prepare data for municipalities,

they dc a great deal of work for thelr companies in

getting fire insurance date together to get perheaps red
rgtes, and the comnlssl on never goes 0o the speclal &agen

Q

ct



7

(0]

noe work on it at all. I have never known of special
agents recelving any commission at all, They are
enployed on &a salary from the coupany, of course,

@, In the illustration thatv you have mentioned, doesn'y

ct

the commission gZo to the agent for that company?

A, Tes, it would 1n that case,

Q. Naw you ere not an agent for the Zurich Company,
never heve been?

A, No.

@, Wnich bringes me back to my originsl gquestlion, that

[©)

to be consgigtent and apply the illustration which you
heve given to this situation, let us say Iy, Jortberg
ought not to get it, shouldntt it then go to an agent
for the Zyrich Company?

A, The only thing I could answer, Mr, Webber, simply

based on the custom of years, tne Governor has allotted

m

tiat to whom he sees fit, because other agents of
the company mey nsve had nothing te do with securing

that business,

)

2]

is exclucively a custonm

[’}

G. Now this custom yvou spesk o

b s

$

of tane State and the Governor of the State; that does not
carry over into ordinery private businegs, private
concerns; such lnsurance would always go to an agent

Tor the company in guesticn?

A, Well, you run intc this situetion: For instance,

you take certaln companies, large companies, who have

2 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 instence they would be agents of
some of the companlies that were insuring.
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Qe TWnat I em getting at is thie custom 1lg unigue,

L, I think so.
CHATRIAN TONPKINS: Js there any large amount of thls

1igbilityv insurance i1ssued to the S¢ate of ileine outi&lde

A, I wouldn'+ know about that, Senator, <+ don't know,

I sm sure, The only check I have ever recslived was

Q. Wnat other liabllity poiocieg does the State of Maine

carry, i1f you know?

1

. I do not think &t the moment of any, sir
Q. Dc they carrvy liability policies on thelr elevators?
A, T understand they dc on some, No; I do not thlnk

they do, It is possible taoey might carry public

rd of it.

v

lisbility on the building nere, but I never he
That is something I wouldn'+ know about,
Q. DO Tiey carry a public 1lisbllity insurance in the

National Gpard on taelr motor vehicles?

A, They do, I pelieve, on thie Natiocnali CGuard through

"

C

e
]

tiie Federal gerv , L think it ie, so I have understocd,

2

G, Hpw 1s That insurance conducted?

.
+

4, I do not know, I think that is placed dirsctly

|
-

4, imagine the Adjutent General

whoever 1s in canarge of Federal property or State



(By Cnairmen Tompkins) 2
4. A speclel agent you feel 1sg the go-between

the State and the Insurance company -- 1g that

A, Tne speclal agents of course represent thelr compsanies
in looking after collectione from tne agents and looking
after toeir business and contacting new agente and

really handle the Dbusineses of tThe companlies in the

Ge And doesn't necessarily have o hold a license %o
write insurance?

A, I don't know sbout that., I don's: know Just how

the special agente are Licensed, 1 am sure,

We Well, on this insurance cf motor venicleg in tiae

National Guard, of course there i1s & premium to be peid

A, I sghculd supcose so,
Q. And a commislon goes to somebody on that?

A, I I1magine so
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Q. You don'+ know whet dispos

Yo (By liy. Webber) Uy, Brown, were you were treated
by the department ec toe writing sgent, why wouldn!

you be thne nne thst signed tne policy as the writing

A, TWall, I don't know
Q. Wouldn's you expect to Dbel wouldn't thet be natural:
A, Well, I chould think that tne person signing the

policy chould be the representative cf tne company.
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ven thnoughh ne 1s & speclsl agent?

A, A speciel sgent, I suppoose, can slzn 2 policy. I
to thoe contrary.

coliect any commission?

T said I never neard of 1t

done, I do net know any resson why e co

ot

d no

o
I,._J

v
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[

collect a comxiscsion, but I never happened To !

WG, Heve you evsr seen tnls policy before?

o/ i w

(V]
]

)

A, Hpe.

S em e R a2 - [ wrd T o . .

is & good exXperience record there will be a return preniunm
N T~ 7 -
cnere 2lgo 2e & return

commlission coming back?

&, Now iegn't it 2leo true that in such cases the company

o

always Looks Te iTs gZeneral agent in the Sgate for

[

the return commlssion?

A, Yes'

= 2

o Now how would The general agent in this case, 1if
he were called upon to mske a reiurn commlssion,

A
v

-
&)

s S Ay v - de e
Lerioa There wag & relturn
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§. Recently, we will say within
years, you nhave wriltten no insurasnce
A, I 4o not think of anytninz now,
W, You didn'+s participete in the g
Givision?
A, Ny, sir,

(w
The feoregeoing 1s a true transcrict
of myv ghorthand nctes in tne above
matter,

Reporter

;Z// e

the past four

for the Stater?

eneral filre insurance

itness excused)



Wednesdey, Dec. 12, 1940,
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{By iir., Donald W, Webber)

from the Secretary of 3tate's office with regard to

your impressicn was that they were registered as

State~owned cars, We were Trying to get this cleared up

o
A, Thev start out with these 8 license nunbers all
the way down through. ﬂoﬁ they probably cn the

Secretary of Stete's registration records show tne
name of the University of laine, but they have S§. numnbers,
Q. Well, vou take tne fect that they got S plates
as indicating tnat they were Btate-owned property?
A, That is right, and thet thwey were insured as

owned cars, becauee tne incurance pollcy covers one

condlition oniy and thet ie owned egulipmen®t. A schedule

‘-lc
[
‘_.)
'_'4
n
<
]
(@)
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guidence of toe company, but the

sctual exposubre is determined by audit &t the end of

the yesr, and the Seeretary of Statele records is
one cf The sources of information, The only cars
thet cen e insured Thet arse not owned must bg

insured by endorsement and speclfically steted., For
instance, tne Forestry Service, I believe it 1s, has

a list of = certein number of venicles that are lcoaned
to thew, snd they are insured by serarste endorsenent

that specifically states that they are loaned, so that
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only netural, year in and year out, thst those

l_k
ct
l—ia
0

being incured as owned automobiles and heving S pis tes

i

the came sg any other State cars--

(0f7 record)

Q. (Bw lir, Webber) Is it true that over a period of
vears the University of Maine has had & bad loss
ratio on its automobile coverage in proportiocn to the
octher dep§rtments of 8tate?

A, Yes, 1T has,

Q. That has been continuoug over a perlcd of yeare?

Q
O
=
[
e
o)
o
(@]
o
[}

A, Tnat has beer for three or four years,

acscume that

O

Q. S0 thet, in your opinion, 1T is faivr t©
if the Unilversity of dalne cars were not included in

the blenket coversge fThere mignt be a further reduction

A, Yes,

G. Now will you explein agein Jjust what your arrangement
with The Zyrlch was and 1le with regard to your compensation?
A, At the time thst I reguested tTihe company toe quote

the rates thest were finelly duoted, toey agreed to

guote tiwse rates on & proviso thet I in turn would

4

egree to meke an arrengexent withh them To exerclse the

=)

Q

n

am

m

contrcl and supervision on the detalls of the
Insurance under tale policy es I had been doing previousgly
as an employee of the State, Now in arriving at an

-

amcunt of nmoney to be paid

I).Ja
ct
&

H

¢ me for the service, I

¥

-

irmediately =s21d there would not

ot
o

¢ & sufflcient amount
cf money accrulng under commigcsions To enable me %o

rut the necessar

]

7 time in; and they said they would

allow in ftiarn the normal amount of money thet they would
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spend for a safety engineer and forclalms supervision
and for speciel agency supervision mculded Togetuer,
making up & fee, MNow the size of thet fee waesn't
srredeternined, 1t could not have been, because the
estimate =25 Lo what the premium would amount to could

not te made &t that tire without naving a definit

schedule, but the whole thlng was wrapped up into one

@o Inciuding tne totel amount of commiscl ons?
I > thie totel amount of producer®s commigsion,
wnich was four per cent, not the grose commiscsion,

orogducert!s commlscsion.

ES

including the total amount of
&, Tne other one per czant, so far as you and the
company were concsrned,to go to whnonm?

A. To The genersl agent tarougn whom the business was

cleared, the Dunlap agency.

Q. Way didn't the Dunlap agency as the general agent

(6]

ign the policy?

A, Wny, that would be an unususl thing., Where there ig
2 licensed agent the agent usually signs policies.

For instence, in yegrs past I nave been a producing
agent for toe Travelers Insurance Company, They have

& branch menager who ie equivalent to generszsl agent

I would slweve countersign policies on business I
versconally produced, Ag = metter of fact, in this

Ingtance I think I insisted on =ign

[
)
3
et
t~
=
0]
3
O
bt
[
Q
o
=]

ingisted on the company stamplng the name of the agent
on tihe letter binder,

&%e ‘The stetement was made To us todey that a sgpecial

agent never gets = comelission,
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A, Well, that 1s probably true., A speclal agent
cf a company 1s usually clessified as a salaried
man, He 1s paid hies salary and paid his fravel expense

2. That ig, you don't admit you are a speclal agent?

m

*.,'6

eclal agent. A speclal

(_)

A, T certainly am not a &7
agent of a2 company hes tae duty of golng out and making
new agency contacts, securing busineces &€nd Tollowing
collections; hig ig e production job, and at no time
has tie company intimated thet they so considered 1t

by asking me to telk to anybody as e possible prospecti
agant. At no time have tne company relmbursed me on
travel expence agllcowence either. Trhis is an unasual
indepeddent contract, I do not believe there are

many instances of where companies will allocate To

an individusl the normal amcunt of money taney would
gpend on a safety engineer on claim supervision and

on special sgency supervision as to detail., In

other words, L slso arranged with tne corpany that
9 Y ©

o -
|

every deteil of tnls businese would zgo Jjust exactly
ag the negotlations for the businesg had gone, tarough

0]

So N w you made your relationghip to the company
and the Tasis of your compensaticn plain %o these peopl

.

prior to the tlime that the Governor wrote hie letter
to the company? Is That right?
A, Yesg; that was made in the early part of QOctober,

wnen iy, Lovejoy wrote his first letter, It might have

bl ]

ve

e

teen a naftural assumption, I wagn't criticising anybody

7
L
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or attempting to. There probably nsd been The natural
agsunptlion thaet I had some kind of a salasried job

with the cempany. I didn'yt go around volunteering

matter

m
2]

what my arrsngement wes witn tioe company. As
cf fact, outeide of the genersl agent I don'+ think
anybody in the S+tate knew what 1t was,

I was down on that particular date to correct taat
Imprecssion and make ths gtatement that any portion

of the commission thet was allotted to anybedy else

v)

was belng teken ocut of my pocket. I bilieve those

5

were the words I used.

2

& In the very first preliminary discussions, was

it made plain To you that ifF this busineszcsma was

o

written thnet they would expect To pay tae commiseslion
te somebody, not naming any particular individual?
A, DNoj; thne questlon of commission didn'y come up
Tor dlscussion The cuestion of commission came up

cnly at one time; fthat wes the day Mp. Westcon from
thne executive councill and kir, Levejoy had me pheone
over tc the company and ask for a letter confirming
tae arrangement, Wnen I was asked 1f the gross
commiseion on this business would be Tthe same &s

the grevious year, I answered 1% by saying I did not

know what tie previous commlssion wes but This year

the gros

n

comriseal on was five per cent,

CHATIRMAN TCOMPXINS: Did they give you tc understand
you would not receive that commission et thet Tixze?
A, MlNo; there was no discuselon of it, It was one

of those cuestlons thet didn'y. come up at all, I was

-

asked point blank sbout the commission, I s2id that

wihile I did not know what it had been in the past, that
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the bureau 1n approving the rate had aprroved
five per cent groce commission, That 1s the only

commiscion discussion that I have any recollection of,

Qe Well, why wculd they be interested in the commission?
A, Why, wnen you are negotlating insurance contracts

in large amou ,1T 1s not an uncommon dquesticn to ralse
Since I was here yesterday afternoocn, I have talked

insurance where ne hec had & bad experience, and I

told him I shought it was unfortum te thet the past

vear had produced such & low premium, He wanted to

nat affedétel the commission,
It doees in that case, It is not uncommon. Ag 2

matter of fact, I nave had that guestion put up to

me in & good many instances by insurance purchasers;

and the Insurance Commlssioner, who zpproves policy
forme and rates and amount of commiscions, 1T is the
rost neatural thnilag in the world for knim to ask the
amount of commission,

&, Well, were you aware of the practlice that had been

e

,_f,
[

going on in regard To t e commnisegions being peid

to other agents in the State then the cne effecting

A L do not believe thet & similar sl tustlion nas

arisen, lr, Torpkine, I think that the szzlection

¥
i

of the company, policy form and rate has been nade
direct to the corpany by the Insurance Commissioner.

T fthink tnat after that nas been made thaet there

were commiseions aveilable and that The Governor zand
Councll allotted trnose commicessions,
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0

I do not know of & case similar to this where
tihe negotlations were compieted by an individual who

E]
!

the clas

o

of

would bs in

i

elng an agent
Qo IT This busl ness was conducted directly wil
company, what about the commissioneg 3n tast case?

A, In thet case I assume the same procedure would

have been followed, that the commlsslong would e
allotted oy tne CGoverncr and Council.
Q. To scmecne other tonan tae agent of the company?

-y

n tne business.

=t

A, Yec; to whoever they may select

MR, MacMNICHCL: Would 1t be possble for the insurance
company to credlt the amount of the commlssion sgainst

A, As I understand the interpretatiocon of the laws

o 1,

of the

U

tate concerning rebating, that would o-rohibit that,
Tnhere is an insurance stetute that prohibits the company
from allowing to the purchaser,

Q. If thet statute were removed--—

A, It would then permit the practice in the general
I ,C’ [aw]

it were rewmoved, thet would

[}

insurance business, i

o’
[
)
ot
[ )
ct

bad practice, would zsnable me to go in, and
it the commisgion were one hundred dollars, to buy
your business away from some legitimate, honest
broker over here by offering you & rebate of ninety
dellars,

G, If the statule was cnanged 1n the case of the
state itself so it would act as 1its own agent?

A, I would say s0, Undoubtedly when you negotiate
rates you neve acquisition cost which is commission,

on expensge, you have the loading for

PJt

You have acninistrat
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catastrophe losses, loading for safety engineers and
casuality, loadling for general miscellaneous expenses,
and the remainder for losses, If the state were

to deal direct with the compeny with no commigsion

Q. <+in 211 lines of insurance?

L, I would a8y so

QEAIRMAN TO.PKINS; How many agencies does tne Zurich
;

Company have in the State?

A, Thet I don'+ know, Mr. Tompkins,

Q. Do They heve more %then one?

A, 0Only one general sgent but more than one agency,

how many I don'+ know, I have naver seen tae llst., I

know there are some up north, some down towgrds

W
=
g

Ellswortn end Bar Harbor and in the vicinity of Bengor

wo other locations. HEw meny I don't know,
can' ¢ understand what gave them the idee,

glther lr. Weston, Mr, Lovejoy, the Governor or

any member of the councll, that you were not to

recelive The commigeions on this business?

dea, The only thing that I

‘,,.Jt:

A, I haven't the lsast
could figure out on it at all was as I told lr.
Love joy and Mr. Weston the day I made the trip down = was
that somebedy had assumed I had gone to work on a
salaried job, MNow if I had gone witi the company
ied man, I would recelve no comrmission., There
would be a commission acecrulng on this, If there were

& comrigsion accrulng, the natural suppeslticn on their

would e Tto have 11T paid to someone rather than have the

e
ct

conpany retvain



CHAIR

MAN TOUPKINS: Wny wouldn't it be pald to

Well, it may nave been pald to the gensral agent

the company in this instance., It should have

got to e¢pend money on postage, orffice administration
work and to follow the taing through while it 1is
on the books of the conmpeny, and 1s certsinly entitled
to sometning for tTune work fthat he does.
. <Lou haven't tdked with the Governor on thismatter?
A, I asked lir. Wecton the day I talked with him: "Do
you want me to come up and talk witn the Governor?t
He said, "I+t is a meatter he probably would leave to
2e anywey, and I think you would be better off to leave
it with me." 8o I 4iq,
Q. Apparently you and the State of ilaine were proceeding
on two separats theoriecs as to your standing in effecting
thig insurance?
A, It would seem co,
(Witness excuged)
ihe foregoing is e true transcript
of my chorthand notes in fThe above
matter,






