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Wednegday, Dec. 12,

recalled and testifisd eg follows

(By Y+. Donald W, Webber)

I

Qe lpr. Lovejoy, I show you copy of a letter under da

of Npvember 9th., which has been read into tne record

and gsk you 17 thet

is

& copy, as you recall i1t, of

3 ke - 2k % Al a% QE 2 e
2 ietfter which you daid write?
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down and paid,

h, Well, I have got
it 811 right to do ©

picture gs nearly as
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ug in your cwn words tne

ig the letter in which the Zurich Cowpany wag

fol
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ne comiiesiong should be broken

0 go back a 1ittle bit, Is
.G, 80 as to give tne whole

can from menory?

A, Tpe renewal date of the State's fleet lisbility,

as I recall 1t now, 1s August 30th, Tre Indemnity

Insurance Company of Nor

th America had tTine line last

vear and haed an adverse experience., They were willin

0

vear snd quoted v
gay perneps three or four Jays

P

date of The poliicy, My, Jorther
tiren unemployved, and gsid that
icn Accldent Company could have

. 1+ was

ellieve, prior to ny belng there
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I know it wae during the time I was Comnissioner,
to accept any Llds and see after taey were received
and vreviewed as to whether or nct they were toc the

benefit of the S+ate fde gaild that if 11 would be

agreeable he would like %o get tne figures and submif

Now in explanation I micht say that since I have
been tThere, and I belleve prior thereto, we slways
did businecs direct with Tne company., Thet 4id away
with the poseiblility of swberracsment To an agent,
because he night be interested commicsionwice, It
was & streignt proposition from tne company, the agent
then being designated after 1t wes &ll over, so that

e

would not in any way affect tne placing of tne
cover,
&t or zgbout Auvgust 30th., 1t neppened within a

day or two, I cannot recell exactly -- lr. Jortberg

came into the office and csubnmltted these Tigures, Tne
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Xactly the seme, due to the fact e had a
copy of Tthe policy of the previous company, for the

rate per car owned by the State, I think they were

1ilmite and everything elege, The only diffevrence wag
in thoe rate on hired cars, and thet meant = gaving to

the 3State, Jjust tihe amcunt I cannct recall, bubt it
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no cuestlcn vut what, as far as I wae concerned and
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12¢ so and eo, and in saying that you refer o

0

wi
e pencil memorendun which had come Tto you from
Governor Berrows? Ile that right?

4, les

4 ®

&. Now how 8id that hapoen to be done?

ct

A, You mean how did the memorandum happen tTe come down?

&s Did you go to him ancd ask him wno he wanted to have

A, Ngo; I didn'+ see the Governor personzlly. L.

1

Weston came into The office to find out wnet The
amount of the commission wag and seid thnet the conrany

—

snould be notified ag to wao it should be placed witi,

i

and 1f I would glve hinm
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ther Lo tne Governor go thnaet

Ws HNow thne order to bind tThe insuresnce was given
through v, Jortberg, wes 1T not, and he bound 1t

Cctober 3lst?

ir, Webber, I neglected to mention thle particular
thing: While ne wes in tne office tslking gbout the

tne dguestion of cost
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ug -~ 1 thaink I asgked thig: fihere
do you F£it in thls cvicture? Who leg golng to servics

cf gafety work and a2ll that
sort of tolngt" And ne g2id, "Well, I %Think it ie¢ géing

to be me, I h&ave assurance from toe compeny I will be

gaid, "If you think that is what 1s going tTo neppren, why



don't vou determine wnether or not that is golng To
hapren, sc that we will know. In order to do that,
why don'!t vou call the Concord coffice here and now,
and we will have the whole thing cleansd up.! And he
ueged the Insurance Depeartment telephone to call toe
Concord office, 1Npw he 41d, 1t is true, tTranswit that
message with me sittlng about two feet from the phone
to Tthe Concord office, I could hsve just as well sald
to Uy, Gregg, wne was thelr manager, that the Sgate
had decided to place this, Byt ne gaic, "The Steate

nas decided to place thies, and do I undersitand I

am to be in the plcturetr! Technically ne did 1%, becaus
he wees tne one that telked over the phone

Q. Wes thes policy delivered wnile yvou were still tiere

Q. He 4814 gign the policy es agent?
A, Ag & countevreigning agent, yes.

In amplification of that, Uy, Weboer, lr. Tozier

pald eny commlesion anyway, o it ig¢ nof unusuvsl fo

CHATRMAN TOMPKINS: Ag & representative of wiaat company?
£, Tpne Indemnity Insurance Company ol Nprta America,
which wge the one prior To tuls, That is not unusual,
Tne countersigning agent 1e¢ not necescerily the one

that receives the commission,
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v Ur. Webber) Well, it comes rignt down to
this, deesn't it: That lr. Brooke Brown was selecled
by the Governor to receive the lionls ghare of this

2

comrission on a bagegle of friendehip and political

o]

patronage where Mr, Brown had had no part in the
trensaction whatsoever, That 1c & true statement, is

it not?

A, I Zon't know, I didn't talk with the Governecr, b
tie assunption would be that, yes
Q. And that was part of a practice or custom wilch,

far as you know, hes gone on for & 1ong tice on all

this casualty and liabllity business?

Qe Wnereas the fire business is spllt eight ways amo

ne Governor andé the seven councillors?

Qe Bubt Ttnls was & unicgue situaftion in that you alway

dealt before directly witn tze comnany, and here you
are deegllngz with Mp. Jortberg, you believing tnat he
an intermediary, he claiming that he wes an agent?
A. We belleving that ne was & representative of

the company, a company reprecsentstive, Yes, that is

Q. Mr, Llvejoy, Mr. Ryan reports to me that tne

records in tThe Insurance Depertment, $the card shows
= b

[

Mr., Jortbergls license as of the year ending July 1,
What doeg tnat mean?

A, Tpnet reans tonet the normel date of the license is
June 30 tc July ist. Ngw the date of issusnce of tini
particular licenge, I do not Thlnk ae was licensed

for anything else, because L believe the other wasg

cancelled —-- that is supposed to be cancelled at fiks

4]
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ngst

s

wa.s

1941,

s

own



request, because where he was & State employee and
rrettv clcse to insurance matters ne wasn!t supoosed
to be an agent at that time, and I was definitely
under the impression that his licences had besn
cancelled,

Q. Well, does The fact that it
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ending July 1, 1941" --
L, Every license explres then,
(Off record)

4o MNow to follow out the practiceliramifications of

03]
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the continusnce of a custom and practice like this -- this

is what we are interegted 1In -- 1s tals true, thzat

Ay

under tiole profit-snering agreement in the Zyricih

]

|Je

policy there could, on a favorable experience, be &t

|

the end of the year a return of premium?
A, That is right,

@e Whico in Turn would result in & return commissiont

'A'o N.O.
G. You wont sgree to that?

7]
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£, Ng. Acg I understand it, the commission and expense

loeding, of whicn tae commlssion i1s a pnart, is not

mocdified by tihle agreement. The return to the assured
is Doeed on & permiseible loss ratio, I think it is

55 or 60 per cent, It ie¢ in one of The endorsements;
1T would not be in the contract itself, It sgys:iagreed,
thet 17 the Total incurred losses’ -~ Thset means losses

thet have hapvened whether pald or not -- '"under the

€3]

policy 1e less than 62-1/Z per cent of the actuel earned
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rexiym under The policy, the company will pay to
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Ity per cent of the differenze
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loes under tae wvolicy and
62-1/2 per cent of the actual earned premium,under the policy.!
o
CHAIRMAN TOMPKINS: In case tnere ig a return premium,
would not tne genersl agent or the agent effecting
be regquired by his company to make a

percentage revurn on the comwisslon To the company?
A, No; that 1c not figured in 2% 211, because it would
not be workeble from tiie standpolint of your exgense
loading. It isg all figured on The Taslis of losses, You
have got the coet of handling of the business, and

ie the same waether you get a return premium or

not, All the expenses are exectly the same, UNow this

le

permits the State te share in that portion of the

vremium dolilar which 1g¢ set aside for logses  and would

=
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not arfect the expense losding =t 211, I Znow I

=

e

argued that polint with ths Indemnity I,surance Company
of Norti America when we placed thne peolicy a lititle
over a year ago, They nad this same argument, and

evidently carried through in this policy, and I guess

Q, (By Up, Weober) Now i+. LgVejoy, we appreciate
you took a custom whica came from your supericrs and

followed out instructions, but you zre apart from fthis

Do you approve of the continuation cf & policy of
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paseing out commissicns to favored individuals wao
do notT cven know ol the sxistence of the contract

micsion?
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A, Before I answer tnat, may I add something else

After the policy wacs placed withh the Zuyrich, M
Jortberg eitner went uto Concord or saw lMr. Gregg, thelir

N

manager, hsd correspondence or a telephone conversation,

Q

had a contact, I don't know as I knew Just what 1T
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was; I Think he went fto Concord. And

inceome from the insurasnce was not to be on the

',Jt
)

going to be., In other

5t P e o & a ES
the polley lnerefore, any comrisslon that he did

not get would be deducted from the grose awmount waich

he thought ne was golng to get fou see what I mean?

A, I knew nothing, of course, about what nis plan was,
T agsursd ne was to he on a ssliary., That is whetv my

e 1
when ne oric

m
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inally talked with wme aboub
1t Apd then he came inftc the office and he sgaid --

I cannot recall just how he expressed it, but he said
that he was in an emberrassing situstion as far as he

P S - N = o —~ - o ! A T
nimself was concerned, thnst thics thing did exlst, and

e
he explained just what I have explained to you, that

C\L
Q
)

the company contenmplate different handling of this

matter than he originelly supposed, therefore any

commission out of the total he didn'+ get would D

L o
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deducted from his income, Well, I then told him,
cald: "We did not talk comirisslion when you were
in here, You knew how thet wgs always nondled, M
Leg", he ga3ys, "Tthere 1s no cquestion ebout that. I
do not want to be embarraseing to anybody, but the

2

his commiesion I

ct

fact remasins that such portion of
de not get that i1s ncot ellotted to me 1s goilng to
core out of the gross emount I am going Tc neve o

live on,t" I said very frankly, "heat is a darned

-

shame, but there is nothing I can do about it. ¥Ypu

t has got to end.!

! e . b 2 . RS T e Tm ed Y & SR
1@ knew he hed not originelily talked this matter

Troz the standpoint of commigsions, He knew The custom
of distribution of commissions and expressed agaln to me

in thne office, but with the plea that if he dildn!

get this it was coming out of his income  That perhaps
l1s eomevhat clarifying in connection with this whole thing

Q. Now was word of that sent up to the Governor, that

-

it wes gobng to come out of My, Jortbergts pocket?

A, I eam under tne inmpression that ur., Weston communicated
that Tto the Governocr, I cannot say at this time because
gure, but I am under that impression,

o

Q&+ Dsd you know that aftsr you left ths Governor write

a letter to the Zurich on the same subject?

A, Somebocy mentioned it to me, but I never saw it, and
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do not know what 1t was,

nignt 1bke to look at thils copy. (Presenting

&
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(})‘-:
l.AJ
|._
o
Q
o

Now without pserhaps knowlng, it would be your
impression that the Governcr wrote that letter after
knowing that this slilocation which zne was lmsisting
on weas coming out of Mr, Jortberg!cs pocket?

A, Well, T wouldn't bs able to say whether he did

T not, Mr. Wgbber, because I don't know, It would

&. That is, you gathered from your conversation with

¢

Mr, Weston thet the information was conveyed to nim?

That is a8 nucn 8s you know sbout 117

n
ct
o

@. I repeat my original question —--

A, Pgrcion mzs for not answerin

5
@

(]

. I know you got off on something else, Byt do

0

ou apsirove of The continuation of a practice like

i.Ja
H

this from the point of view of running our insurance

A, I do not believe 1t has any

0]

ffect, lr, Wegbber,

4]

on The Insurance Depertment es suveh, I do not think
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1t is envtaing eny more than is done
am not familiar with how %they handle all of their
insurance affaire, but I do know that our set-up of
handling the distribution oI commission as to fire
insurance has been favorsbly remarked cn. The handling

of the other is not any different than perheps the

Central lMaine. They neve many locatlons Saroughoubt the
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8tate, and they designate an agent Iin Lewlston

and one in Brunswick and one in some of the other

towns to receive part of the commission, elther as
reinsurance or to be pald direct oy check, They nay
never perticipate 1n the handling of the pollcey iteelf,
7 és a matter, if you will, of patronage or
favor, wnatever you have a mind tc call 1t It is

not unusual in the business,
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A, Tnat ie right, Byt I spegk of that to smow 1t is

[
b
B
D' O
=

done in wrivate business, we at individusais

.

may nhave one or more agents in 2 town and we &as

individuals divide up our insurance money -- I mean

-~
ct

ocne agent may get part of and another agent may

get part of it, orx some pecple give it to various
agencles, 1t 1s not unusual in towns to have one

agency prepare all the formes, give all Iinformstion

-

for writing the pollicy, and, in many instances, almcst

o
&

procure the pollcy, do everytning except have it

o

countercigned, and then tiae various agesnts in the

townes particlipate in the commigsions. It ig not unususal

some deglire to favor

{

ot
4

cne over znother or to favor a group. Sp waen yol

ask that guestion, I ©taink 1t has got %o e quallfisd.

ot

is not a practice which is at all unusual; 1t is &

guestion of what you might prefer to do, &nd what you
1]

want

a7 t
might/continue to do.

O

This
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MR, VARNEY: TIs thet the same practice carried out

B

in the fire insurance in Tthe S+tate?
A, In the fire insurance the policles are written

by eizht key agents., Trose elght xey agents are
designated, one by each one of the councillors and

one by the Governor, and they write cne-eighth of th e
total business expiring thet year, which would be

one-twentyfourtis of the total, because 1t 1s a three-year

3

business, Then the amount of insgurance each one

b

vided into anywhnere from

[ e

of these key agents has is 4
50 to 100 or 125 divisions to various agents in

that councillor district or in the district at large.
ow do those various agents, among whom 1t is
divided, as you say, have snything tc do with the
prreparation of the policles?

[ad
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A, Just thig, There little form, 1t probably
isnt+ six inches long, Jjust & relnsurence Iform, vVery

elmply worded, and thabt is pasted onto the policy

ovrm i1tself a

b

14 goes througn to the reinsuring company.

Y

It does not cogt the &

ct

en

JQ

in time, effort or
anytining elsge, as far ag thet is concerned, ten
cente,

%, Well, earen', there many of these agents that do
not even have to put that form on but slimply receive

+T
o

a cneck for their share of The premium?
A, I think that 1g done in some 1lnstances, —— somebody
has tecld me of it being done, and there i1s no reason

wity 1t could not be —-— 1f the agent receiving the

check was willing, rather than to nave 1t as reinsurance

P

for nis company, he is entitled to recelve the check, iTf



be done, ag you 3y, exactly the same as Tils was

I do net thlnk I could give you, iir. Uebber, any
better nicture of that than I nave, It ig not & yes
cr no progositicn. Generally it has been done, and

B D

certainly in & politicael orgenization I should not say

in oractically every State, as I understand 1t, in
the United ZS+ates
MR, WEBBER! TPFrenkly, 1T impresses me exactly this

way: Ferhepe my ansleogy is not trus, but it seems

the geme as if I tried s cage and vwere guccessful and

-
+

0 send

e

when I got through my client sayes, "I am go

o
g

09
(9

the caeck to Ur. Bow of Narway, because we think a
1im, ¥ Wnet 1s tne &ifference?

A, There is a lot of difference, You are getting

°

saway Ffrom the primary principle, I do not want to
pe arguing with you. Cetting back to what I
riginally eaid, thet we 414 business with the cowgany

direct, UHpw ac far ac all tnls State insurance that

central source so favr =2s 211 prirery detail is concerned,

the prepsration of the forme and &ll that sort cf thing
ig nandled in thet manner, Tnese sre Taen cent out

5

Technicall, yes, they cowplete tne policy, bult it 1is
as gimple a propodtion ¢ anytning couvuld be., As far

as eari thne commission, as ir, Webber sa® in regesrd

(019

to trvi they So not do 14,
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oF The premium 1o

not be any record

v

r. Brown placed
poliliecy throuzii an authorized agent of your company,

nemely Charles A, Jortberg, Jr., ¥*#d —— $hef part I

A, I see wnet you mean very definitely, and, fron
the lgymants standpoint, Tne answer would be no. Frou

of & gitustion of this ¢ simileaer nature iy

of designation and

to hendle 17 in Thet Type of manner, I am not

conducted, but I am simply stating that 1% Lc not
unusual to have designated somebody technicelly as the
o receive a certain

azent,

CHATRMAN TCOUPKINS: You ere sintly setting up a fictitious
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A, I was not thrying to be faceticus when I sald which

came {irst, the hen or the egg. I was simply saying where
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(o]

the business ie¢ placed wlth zn agent or person wio

™

1]

+

tion of & broker,

is an egent but actling in the posi
Q. Well, this man Erown wesn'y & brokew?

A, He heze a rignt to act as broker under Section 122.
L. e has no brokerts license.

Q
A, He didn'+ need cone under 129

P

. Under what theory could the Governor possibly state

&3

that Brooke Brown effected the insurance Through thls

A, Well, of course I cannot be 1n &a position, lr.

Tompkins, of spesking for the Governor, because I

@)
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T

A, L con't know, I certainly cannot be in the positicn

v ® v

of stating wnat was in the Governorls mind or what

Qo (By Mr, Webber) The ctatete you refer to, Section
122, you refer to this part of 1t: ‘UWAgents of 3duly

authorized insurance companles may place riskes with

agents of otner duly sutherigzed companles when necessary

w
{n

or the adequate insurance of properties, perscns or

interesgts, b Ie that what you refer to?
A, That 1s what I refer to

., You think that gave anybody & right to call llr,
Brown an agent?
A, I tnink it gilves anybody a right, if I interpret the

thing correctly, To pay comrissiong, It has been done



and is done, not only in thls instence but practically

every day in tne week gmnd dozens of Times,

and he can parcel out parts of it, and he has a right
to do that?
A, And in a2dditi tiiere would be The case where you

as an asgsured mignht request coverage from llr., McNamara
and Mr. llcNamarz didn'Tt nave a company what would

place thet varticuler coverage, and ne would have

the right to go to llr. Dow and obteiln the insurance

in the business as brokerege,

@. But the State did not request Mp, Brown 1o
~rlace this businesc?

A, The State requested The company to vlace the
business,

&. Now the compvany tiet Mr. Brown represented?

A, That is ri

0,

U‘J

(O record)
CHAIRMAN TOWPKINS: Don'y you have some law governing
rebating of commissions on insurance policies?

A, Ye s,

e Len't that pretty near a rebate?

-

A, Go not think so, not to anybedy in the business,
@. The Governor saye pay tane commission to so and so

wiho has had nothing to do with the business, I7% passes
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through his hends
A, Througn whose heands,

1

@. The Governor, by his direction.

A, T wouvldn'+t say that, no, Mr. Tompkins,

blenket insurance? They are owned by

the University cf llaine whlich is a separate entitiy,

el duestion, I suprcse, as to whether

L

there 1c a2 geparete entity, I have neard it argued
any one of severel different ways, Some will say

they are and some will say taoey are nct, Tne Industrial

Accldent Cowmmlisgsion has eaid, if the duestlon wag ever

brougat up to fthem tc state whether or not cne of those

employvees over there was a2 3tate employee or wnetie
were not,Tthe chances were on that baslics ealcne they
nis

ont find they were as a mnatiter of law, Thet would

leac you to believe 11 1s qulte clinse.

=8

s fer as including 17 in this policy, it 18 a

)

j8l}

direct henefit To the Universgity of lMeine, The

preniun for tne Uplversity of iaine cars 1s paid Dby
tiie University of lialne, as I understand 1%, so I do
not think 1t malkes a bit of difference tc tae State

-

of liaine ag suchn, but it is & direct benefit to

bt

@, Because treyv get tue benefit of the Statels low
rate?
£, + do not think it would be any difTerent if tney

were not in there,
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AN

G. That ig what I want to go into,
Now isn'g 1t & fact tney have for several yearsgpast

il

had a very bad logs ratic at the University of ieaine

had a bed lose retio was tae Folice Department and

the Highwey Garage. Last year 1t was the Ztate Highway
Department, because of that steam shovel accicdent, I
do not think the Upnlverslty of lisine nas had a bad
losg rastic., OFf course the premium lg very small and

one sccident will tnrow vou all out of whack,

Q. If that were true, Tuen tie S+ate could save sone
money by letting the University of Malne insure 1lts own
cars, couldn'+ thev?

A. Thet le right,

Q. Have you run intc any situation of findinz that cars

or trucks were being insured tThat dlidn't sctually

the auditing and tiae metnod of hendiing in tae past.
Thet has been cnecked up, I think, and reasona
worked outb,

G. How is 1t being hendled now to keepn that from

]
C

A. Ag I understend it, it ig belng checked ncw
througn the purchesing department., I think they have

a complete record, Tnet isg my recollection of 1t Before

hd ®

[
-
e}
e
o,
")‘1’
ot
=)
D

have relled a great deal on the cquegtion of
ilcensing, and a licence tag doesn't mean too much, because

if one was losgt you could get anoltner without cost, s¢ there



[4Y]

might be two llcense tags for & single car We

caught that, I believe,gometime last year, that thing
had existed, or the vosgsibility it had existed, and
corrected 1t¢, I belleve, at the time the audit was mads,
Thic is all subject to zudit at the end of the policey
vear,

Q. Did the Agjutant Ceneral insure & lot of Federsl
eculpment before you left here?

A. I understand he 4did., I ¢id not have anything to

o with 1%,

2. Paid somewhere around 322007

A, I undercstand that is right e nad e gquote on the
thing from the people that insured the State at the
tize, the Indemnity Insurance Corpany of Neorth aAmerica,
We had & quote of some several thousands of dollars,

. Isg tnere any reason in the world whr that Federal
equipment should be insured?

A. I don't know, Uy guess is not a bit better than
anybody else's on that,

CHAIRMAY TONPXINS: VWhat kind of insursnce is thsai?

A, Liebility and rroperty damage., AT the time I
understocd tne cars were being used by tThe S5tate militise,
the National Guerd, and they had the same general
hegard as any Stegte-owned venicle., Wmnen they went

into Federal service I zssume the coverage was cancelled,
I don'+ know,

(0ff record)

R, DOW: What would thne word '"plezsurel be in the

Zurich policy for, if it 1s tThere?



A. My understanding as to why 1t is in there 1is
1t is for a broadening of the covsraze, so there
could not be any possible technical guestion as o
whetner & car was belng used for techinical business
uge or Technlcal pleasure use.
MR, MACNICHOL: From this llst here, the insurance records
started May 1, 1240, "Phe following 1s & 1ist of policies
recelved for recording from lay, 1940, to December 1,
1540." Trat 1s tne expirsetion date, June 1, 1940,
Deces that mean that Tthose policles were received for
recording?
A, I don't know wnat record you have, It might be
elther new or renewals, (Presente paper)
G. Well, under that would you say thset the firm of
Mecomber, Farr & Whitten had any business in 19407
A, They 4id, becauss 1T was written in 1837.
%, They nad business in 19377
A, Yesz, June
Qe And buglnese tThat explred 1in 1941 would be
uginess written in 12337
A, Yes,
G And in 1943 would be written in 19407
A, Tnet 1is as I understand it,
(Wi thess excused)

The foregoing is & true transcript
of my shorthaend nctes LIn the above
matter,

W/ /‘t/;%v

Reporter

|

0o





