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1:rectnesday, Dec. 12, 1940. 

CHAP.LES LOVEJOY recalled and testified as follows: 

(By Hr. Donald J. vVebber) 

Q. Mr. Lovejoy, I show you copy of a letter under date 

of N0 vem.ber 9th., v,frnch has been read into tne record, 

and ask you 1~ that 1s a copy, as you recall it, of 

e. letter v.•hi d1 you d16. vr.ei te? 

Q,.. N0 '..'! \'..7111 you tell us in your c1m words the 

circumstances leading up to the ".vri tine; of that letter, 

anc1, forthe =curposes of t::-;.e record, I will say that 

is t:ie letter in w11i ci~ the Zurich Co,rpc1.ny was 

instructed e.s to }::.ow t:C.te comn::.issions shov.ld be brolrnn 

A.. Well, I have got to go ba,c}r::. a ::a t·cle bit. Is 

it ail r1g}1t to c1o tilcit, so cts to give tl1e vvhole 

picture as nearly as I can fro~ rne~ory? 

A,. The renewa::!.. date of the State 1 s fleet liablli ty, 

as I recall it now, is August 30th. The Indemnity 

Insurance Comp2,ny of l:forth America had t:1e line last 

ye2.r anci l1ad an ao_verse experience. T11ey ,vez'e v1llllng 

to 1rrrl te it again this year and quote a. r2,tes for 1 t. 

or about, I si1ould say perh.s.ps three or four days 

before the expil''atlon date of the p0licy, ltCr. JoJ7tberg 

came to me, as he was then unem;Jloyeo., 2,ncL S8.id that 

he wond.e:red if ti1e Zuri en Accl ,.ient Cocpa:.1y could :..1.ave 

an e.p:90:rtuni ty -co bid on tne Sts.te 1 s fleet. It was 

2_1 v;2,ys t.:..i.e pdll cj, I bell eve, prioI' to my being t::cere, a.nd 
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I know it was during the ti2e I was Oo~~issioner, 

to accept any bids and see after t~ey were received 

an-:-1 reviewed as to whether or net they were to the 

benefit of the State. He said that if it would be 

e.greeable he 'Nould like to get the figures and. submit 

N0 w i:1 explanation I might say that since I have 

been tl1ere, and I believe _l]rior thereto, we 2:lways 

cLid busil"'..ess direct v,1 th t:r1e company. m1 ...... ~-'­
J. .L.;.'--- l, did away 

with the possibility of embarrasment to an agent, 

because he might be interestea. cor,.:.:n1ssiom<.1ise. It 

was 2. stralgi.1t proposition from the comp.s,ny, the agent 

then being designated after it wae all over, so that 

it would not in any ~ay affect the placing of the 

cover 

At or about August 30t2.'"• , '.!.. t ha1::pened within a 

day or two, I cannot recall exactly -- ~r. Jortberg 

ca~e into the office and submitted these figures. ThBY 

ne:r.e exactly t:ne ss.111 e, due to the fact he ~1.ad a 

copy of -sne policy of the Drevious e:or.ci)any, for the 

I\:?:.te Der ca1-- owned by ti1.e Stctte. I triink they were 

id.entiae.l, as I recall there., all the wa::- t.cirough, the 

The only difference was 

in tne rate on hired. cars, and that meant 2 saving to 

the 3t2.te, just t/1e amount I cannot :.'"'e call, but it 

woulcJ. 2,nticip2,te for t:C.e amount of hired. cars, that 

So ti1ere "'Vas 

no Question but what, as far as I ~as concerned ani 

.p,-,..,,.-; 
.J.. ct 1 Council were co~cerned., I 
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guarantee c~ the co~rany 

question as to TThere i~ shoul~ go? ~herefcre, everythtng 

vven t co tl1s o :.1e proc.uce6. the J..o,,;es'c cost, whj_c:a 

was the Zuricl1. 

• Jcrtberg was an agent of the 

~as ~ork!nc for the State as secretary cf the Safety 

Coora~natin;;' Corn~tl ttee 
~ . 

intermediaJby in the 

the figures fros Concord to ~ugusta, t11 t l:e 

in ths capacity o~ ~ sort of safety agent to service 

ha~ acqui~ed tha~ as a State employee. £fiY 2.s s iJJI!:J ti on 

Go!ng back of that a little ~tt, I do ~at want 

to be co~fus1ni in w~at I say, but 
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they were interested in safety ~ork, and suggested 

tl.ls.t if t.c1ey ,,•1ere in need o:t" a man he 1:rnulC:_ be sOElebody 

t~ey could well consider. So that probably, together 

It was so~etlme after that, 

The practice nas been since I have been here, and 

OJ:"' agent2 a_esign2,ted to receive t:na .. t co,mnlsslon. It 

was not material in tbB placing of the business, because 

it was done direct wi 

p er~e c tly 1.villi al?aJs have been in any case, to 

designate an ~gent or agents. ~~ne Insur.'.ince Departw.ent 

has sir'1ply acted as e,n interme( .. lary frorn the ste.nd;,oint 

thc:.t they were t:::-1e contact ,.,,1th ti-'1e cori:pany in these 

connections, reco~mending po~icy forms, working to 

get the rates as low as possible end tne covera~e. 

De sign2.tio.:1 of agents er Wi1ere ti1e commission mig~1t 

go, or anythin::: along the.t sort was never at ar.y tirre 

a eonce;:'n o:'.:' t1.1e Insurance ComIT'issioner, not rl:-.:.ile I 

was in tne office$ 

(By Ur. Webber) Well now, in the letter which 

you w:-oote you referreci to the fact tl:..at you haa. 

recej_ vea. advice frrnT -:1:.e Governor and Council ths.t · t~-iey 
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wishec.. so and so, 2x1d in se.ying that you refer :to 

2, pencil r:1.en°.01::>ana.ur2 whlc~J. :n.ao_ come to you f~"'om 

Governor Barrows? Is that right? 

Q,. Now hovI did tl1&t hap~)en to be done? 

AQ You mean ho'H die. the merr::orand.urn happen to come down? 

q,. Did you go to him gnc. ask him 1,fr10 ::1e nantea to have 

'chis comrrission? 

A. No; I didn 1 t see the Governor personally. Mr. 

Weston cB.rDe into t:ne ofi'lce to find out v/r:1et th.e 

amount of the commission was and said th~t the company 

should be notified as to w~:i.o it shoulo. be placeci 1Ni ti1, 

and :tf I woulo. give him ti1e figures he would transn:i t 

t'1e2 to t.c1e Gove,·nor so tna.t tl1.e designation cov.13. te 

made. 

Now the order to bind tne i~surance was given 

Jortberg, it not, and he bound it 

October 31st? 

1-1.. Well, trrn ore.er wos given tr.irrn.,1g:Ct n:tm in t~ns w1e,y, 

I neglected to ITention this particular 

thing: While ne wes in ti1e oi'fice tsl:£ing about the 

r~ek ~ith ~r. Weston and ~yself, tae question of cost 

had been deTirterrainee., the bi'." :c1a5, -oeen furnished., and, as 

I recall in letter form, 

The question t:-.cen came ur:: -- I t:nlnk I aslrnd this: ,iifhere 

do you fit in tnis 1:1cture? Who is going to serv:tce 

t/1e rl slc from the stana-1:0111 t of safety v1rnrk ano. ,9J.l that 

sort of' "cuing? n d he ssid, 11 1:Vell, I thin};: it 1.s go.ing 

to be ;i1e. I ~1e,ve e.ssura::1ce frozr tiJ.e corr:pany I wil1 be 

Well, I asked this o_uesticn. I 



don• t you determine vii1ether or not that ls going to 

In order to do that, 

why d.on 1 t you call the Concord office here and now, 
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anc_ we will :iave the who le ti1ing cleaned. u:J. n .And J1.e 

used the Insurance Department -celephone to call tee 

Concord office. N0 w he did, it is true, -crans~it that 

message with rce si tt1ng about tvm feet froi-;1 ti1e phone 

to -che Concord office. I could ~1ave just a.s well said 

to Ni·C'· Gregg, ,;i.r~1.o vras their :nanager, that the Sta,te 

ha6 decided to place this. But he said, "The State 

has decided to place this, and do I understand I 

am to be in the picture? 11 Technically he di6- it, because 

he 1,,,2,s tc1e one that telkeci ove1."' the phone. 

c1.. ·rve.s tfw 1:011 cy deli verea. vvhi le you were still t:nere 

as Com2issioner? 

yes,. 

He did sign the policy e.s agent? 

A. As a countersigning agent, yes. 

In 8-!l)plification of tha:t;, l!.r. WebOer, Mr. Tozier 

slgne6. t:ie policy a yea,r ago as a representative of 

the company, a salaried representative, an6 is not 

})aid any comrr:Lssion anyway, so it ls not unusual to 

CHAIRiV~.t\..i·i Tm::CPKINS: As a rep res en ta ti ve of w~1.at company? 

A. Tne Indemnity Insurance Company of N0rti1 America, 

which v:EJ,s the one r:rior to t.t:11s. That is not unusual. 

The countersigning agent is not necesEarily the one 

that receives the commission. 



w·8 11, 1 t comes right a_own to 

this, doesn 1 t it: That Mr. B~ooks Brown ~as selected 

by the Governor to receive the lion's share of this 

com~ission on a basis of friendship and political 

patronage where Mr. B":'.'ow:'1 had had no part in the 

tr-2.nsaction 

i _,_ 
- l., not? 

whatsoever . is a true statement, is 
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A. I ::l.on 1 t know. I didn 1 t talk wlth the Governor, but 

t~1e assumption ,vould. be tilat, yes. 

Q. And that ~as part of a practice or custoT which, so 

far as you know, has gone on for a long tice on all 

this casualty and liabili-cy business? 

A. That is right. 

Q. Wbereas the fire business is split eight ways amongst 

the Governor and the seven councillors? 

A. That is right. 

Q,.. But ti:lis was a unique situation in that you alwa./s 

cteal t before cl.ire ct1y wi ti1 tne corr1,any, ancL t.ere you 

are dealL1J ;'!i th Ii,'Ir. J ortberg, you bel:!.evlng ti1at .ae was 

an intermediary, he claiming ti.-iat he was an agent? 

A. Vte believing t:CW,t ne was a repres en ta.ti ve of 

the cor2pany, a company representative. Yes, that is 

right., 

Q~ Mr. Llvejoy, . Ryan reports to me that the 

records in the Insurance Department, the card shows 

El~. Jortberg 1 s license as of the year ena .. ing Jujly l, 1941. 

What o .. oes t:C1at mean? 

A. That r.ceans th2.t tne normal date of t:C1e license is 

June 30 to July ~st. N0 w t~e date of issuance of this 

particular llcense, I do not tiJ.in};: .. :1e we,s licensed 

for anytiJ.ing else, because I believe the other was 

cancellsc.1 -- t:nat :ts supposed to be c2.ncelle6 .. at fuii.s own 



8 

request, bec2,use where he was a State employee and 

pretty close to insurance matters .::1e wasn 1 t sup)osed 

to be 1:~n agent at tne t time, s.nd_ I ':vas a_efi:r..i tely 

ur.der t.::1e irzpression the_t his licenses had been 

can c e 11 e c_ • 

Q.~ Well, does the fact that t:ne card ss,ys, 11 Year 

ending July 1, 1941 11 --

A. Every license expires then. 

( Off record) 

~t.. Now to fallow out t.::1e pract1ca1J.rarn1f:l..ca.t1ons of 

the continuance of a custom and practice lUce this -- this 

is what we are interestea_ ln -- is tc1is tr11e, tb.E'.t 

under tnie p-r'ofi t-sharing agreement i!1 the Zurich 

policy there could., on e. favoT'able experience, be at 

the end of tne year a retut'n of premi urn? 

Q. vVhiCil in turn Ymulct result in a return com:rission? 

G NO • As I unaers tan a. it, t1:e corn:cission and. expense 

loechng, of 1:vhicl1 t.cie comr.cission is a pe..::ct, is not 

r:.1occif1ed. by tl-:.1s agreement. i'he return to the assured 

1s based on a permissi~le loss ratio. I think it is 

or 60 per It in one of tne endorsements; 

it would not be in contract itself. It sess: ii Agreed., 

thet if tlle total incurred lossesi' -- thet rceans losses 

th* t have haDDened whether pai.5 or not -- ii under' the 

l)Olicy ls per cent of the actual earned 
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pi"emi-y.m under the policy, ti1e company will pay to 

the named in2ured fifty per cent of the dlfferemrn 

between the total incurred loss under t~e policy and 

62-1/2 per cent of the act 1J.al earned premium. unde·,:-, the policy. 11 

( Off re co I"d) 

CHAIHlV.i.AN TOl'JiPKINS: In case t:r1ere is a retur:1 premi ur.1, 

would not the general agent or the agent effecting 

tl'1e insur2,nce be req_uirec. by his company to make a 

percentage return on tne comrcisslon to the company? 

A. No; that is not figurec, in at all, because it would 

not be vvor;rnble fr ore t~1e s te.ndpoin t of your ex:9 ense 

loading. It is all figured. on tne basis of losses. You 

have got the cost of handling of the business, and 

thE.t is tile san:e v!:i:rnthe:r ::rou get a return premim.'1 or 

not All the expenses are exactly the same. Now tlliis 

permits the .Sta"ce to share in that portion of' tile 

premium do1ls.r which is set aside for losses 
' 

ancl ,.l\!ould 

not affect the expense loEding at all. I ",_;:now I 

argued tint point with the Indemnity Insurance Cor:2pa,ny 

of Nortil Ame:~icEt ,Nhen we Dlacea tne policy a little 

over a ::eaI' 2.go. Ti:1ey :::12./i this saJDe argument, and 

evidently carried tilrough in this policy, and I guess 

it is reasonable it s~ould be that ~aY. 

Q. (By ILl1..,, WerJber) Now L!lr. L0 vejoy, we ap1:.reciate 

you took a custom whi Ci1 came from your s u.perlors anc7-

followect out in2t!"''J.cti0ns, but you 2.re apart frori ~:;_-iis 

thing now and a~ay from the State of ~aine, and you 

shoulo_ be able to spe9..lc very freely. 

Do you approve of tDe cont1nuat1on of a policy of 



pas sing out corr11issions to favored :i.nai vi a.uals wi1.o 

do not even know of t:ne existence of the contract 

for w~lch they receive commission? 

A. Before I 2.nswer t:nat, may I add something else 

whi en bes,rs on t~1.i s very directly? 

10 

After the policy ~as placed with the Zurich, Mr. 

Jortberg ei ti:er vrent T.;O Concord or saw Mr. Gregg, their 

manager, hsJ3- correspondence o-c· a telephone conversation, 

had a contact, I d.011 1 t lznow as I knew just wl1.at 1 t 

was; I think he ~vent to Concord.. And he :':Jund his 

income from the insurance was not to be on the basis 

he originally supposed it was go.L:1g to be. In other 

vIOrds, t ,1e co11pany, in setting up their proposal to 

l-1im, contem1_:;la .. teC .. that .1:ie ~;;ras tc get a commission on 

the policy tnc,t he e..id 

not get would. be dec:i.:.ctec_ from the gross areoun t •1 ' 'I 

-vJV.hi CD 

he thou.gh"c :ie was 6 o1ng to get. You see wh2.t I ;r.ean? 

Q. We understand perfectly. 

A. I knew nothing, of course, abou.t ·:cr:hat his plan was. 

I assurr:ec ~18 was to 1::e 81:1 a salary. The,t is ii~.s.t my 

a.ssunpticn was when he originally talkeo_ wl tr_ "a·s e.bout 

it. And then he carr:e into tile office and he sai~ 

I cannot recall just how he expressed it, but he said 

tl1.,1t he v:1as in 2,n emb2.r1"'assirrg si tuE,tlon as far as he 

he explained just wh.s.t I have explained to yo;.1, that 

the cor,-:.1::,2,ny contemple:ted 8- different handling of tl1.is 

m&tter than he origine.11:y supposed, therefore any 

commission out of the tote,l he d.16.n 1 t get would be 
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deducted from his income Well, I then told him, 

I s2-id: 11 1':e die_ not taH:. comrtission ,tihen you were 

do not want to be Smbarrasslng to anybody, but the 

fact remains that such portion of this commission I 

do not get that is not 2,llotte,:'J t:J n:.e is going to 

corre out of tbs gross s,rr:.ount I aJn going to _c12_ve to 

live on.H I said very frankly, ·:i:,~2-t is a darned. 
.!...1. 

shame, but there is nothin~ I can do about it. Y0 u 

in connection with com~is2ions on these policies. I 

have taken no position in it, nor can I at this time.? am 

truly sorry, but that is where it r1as got to e:r..c'L. 11 

So ve-:2y 6.efin1tely at tr12.t tir2e or· right after thst 

b~ knew he he'.d not origins,lly taL;:ed t}:i.is matter 

fro;r. the s tana_poin t of comn:i ssions. Ee knew ti1e custor:. 

of a.istribution of commissi0ns and expressed again to r;:ie 

111 ti'ie office, b11t 1Ni th tl1e J)lea~ that if l1e didn 1 t 

get this it was coming out of his inco~e 

is SOIT ev11l1.a t clarifying in connectio~1 v:1 th tr.J. s whole tnin;,: 
'--> • 

Q,. N ov-r Vias vmrc_ of that sent up to the Governor, tr~B.t 

it was golbng to come out o:: Mr. Jortberg 1 s i.JOcket? 

A. I am under tcJ.e irnpre2sion that iilr. \"/eston communicated. 

tha.t to the Governor. I cannot say at t:b..is ti:me because 

I am not sure, but I am under that 11~1presslon. 

Q,.. Dj_ d you kno 0N that aft-::r you left tne Governor write 

a lstter to the Zurich on the same subject? 

Somebody mentioned i s-
- u ~o rre, but I never saw it, and. 
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I do not l:now what it was 

Q. Well, you might l:b:me to look at this copy. (:Presenting 

letter) 

NovJ without perhaps knowing, 1 t ,gould be your 

impression that the Governor wrote that letter after 

lrnov1ing tnat this 8,llocation which :C-.1.e was innisting 

on was coming out of Mr. J 0 rtberg's pocket? 

A~ Well, I woulc3..n 1 t be able to say whether he did 

or not, Mr. Webber, because I don't know. It wculd 

be purely a sup;~'.J s:1. tion on my part 

Q. That is, you gathered from your conversation ~~th 

lUr. ston tha,t the information was conveyed to hin:? 

That is as rnuc.ci as you }s-.110;7 Ebo u t it? 

A. Yes 

Q. I repeat my original question 

A. Par~on me for not answering. 

Q. I know you got off on samet~ing else. But do 

tl1e continuation of a practice like 

this frmr. t:C1e 19oin t of view of :rv.nning our lnsu:"anc e 

c1eDartment? 

A. I do not believe it has e.ny effect, llr. '!febber, 

on the Insurance DepsJ:,tment as such. I do not think 

it is affrt~-ling any more tha.n is done in most states. I 

e,m not familiar· with how they handle all of their 

insurance affairs, but I do know that our set-up of 

handling t~1e cUstrlbution ot, com:r:1sE'.1on a,s to fire 

insu:::ance nas been favors.bl:r remarked on. The hand.ling 

of the other ls not any diffel"'ent t:cian perhaps tb.e 

Central r1iaine. T11ey .ciave many locations t~1roughout the 
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State, an~ they designate an agent in Lewiston 

anc3- one in B0 ··uxiswick and one in some of the other 

towns to receive part o! 
.,__. 
L,.Q8 commission, either as 

reinsurance or to be paid direct by check. They oay 

never participate in the handling of the policy itself, 

but sirr.ply as a matter, if you will, of patronage or 

favor, w:O.atever you have a mind. to call it 

not unusual in the business. 

It is 

CHAIRLEJUJ TOliiPKINS: That is a private business and not 

a oublic business. 

A. 1rhstt 1 s right. But I speak of that to s~1.ow 1 t is 

done in private business. I thinlc we as indivic..uals 

m2,y have one or more agents in 2 tovrn and we as 

individuals divide UlJ our insurance money I mean 

one agent rr:ay get part of 1 t and. ar1other agent may 

get part of it, or~ some people give it to various 

agencies. It is not unusual in towns to have one 

agency prepare all the forms, give all information 

for wrlting the policy, 2,nd, in many instances, almost 

procure the policy, do everything exce;it have it 

countersigned, and then tr1e various agents in the 

"'.;o,;ms pe_rti cipa te in the commissions. It is not unusual 

to .c.ave one central policy and have the commission designa_ted 

to va~ious individuals, because of some desire to favor 

one over e.nother or to favor a group. So when you 

ask that question, I tt:ink it has got to be qualified. This 

is not a practice v:.hich Ls at all unusual; it ls a 

question of what you rn.ight prefer to a.o, ana_ 1Nha,t you 
·want to 

might/continue to do. 



14 

:MR, VARNEY: Is that tl1e same practice carried out 

in tne fire insurance in the State? 

A. In the fire insurance the policies are 1nri tten 

1Jy eight key agents. Those eight :zey agents are 

designated, one by each one of the councillors and 

one by the Governor, and they write one-eighth of the 

total business expiring the.t yeqr, whi~n would be 

one-twentJfourt~ of the total, because it is a three-year 

business Then the e,rnount of insurance eacn one 

of t:iese key agents has is divic.ed into anywnere froc 

50 to 100 or 125 divisions to various agents in 

that coi.::.ncillor district or in tne distY'ict at la.rge. 

NoTI do those various agents, among who~ it is 

di vi dee., as yov. say, have anything to d.o with the 

preparation of the policies? 

A. Just this. There is a little form, it probably 

isn 1 t six inches long, just a reinsurance form, very 

simply worded, and ths.t is pasted onto the policy 

fc~m itself and goes through to the reinsuring company. 

It does not cost the agent in time, effort or 

anyt:11ng else, a.s far as th2t is c:incerned, ten 

centE. 

i~~ Well, aren I t there many of these agents that do 

not even have to put that form on but simply receive 

a c11e ck for their share of tne i:remi um? 

A,. I think t:--iat is done in some instances, -- somebody 

has told me of it being done, and there is no reason 

why it could not be -- if 
_,_. 
ul18 agent receiving the 

check ;vas vJilling, rat:ier th2.n to have 1 t as reinsurance 



15 

that is the way they want to handle it So it might 

be :1-one, e.s you say, exactly the sarr.e 2,s tj_112 1.'l&S 

I do not "chinl;;: I could give you, ~78 bber, any 

better }'.)icture of t~--iat than I :i:1ave. It is no·c a yes 

or no proposition. Geners.lly it has been done, and 

certainly in a political organization I should not say 

it woulo. be unusual or un1"e2.sonable, and 1 t is done 

in pr~ctlcally every Stat~, as I understand it, in 

the United States. 

' • WEBBEH ~ Fra.nt.ly, it impresses me exactly this 

way: Ferh2.ps my analogy is not true, but it seems 

the s2,rne as if I tried a oase ana. v~ere successful 2J1d 

when I got thro1~1gh my client says, 11 I 2,r_c goi:1g to send 

the c~'1eck to I!Ir. :Sow or N0 rway, because we think a 

lot of him. 11 Wh&.t is t:r:e cliff erence? 

A., Thel"'e is 8 .. lot of difference You are getting 

a:uva_,y :trorn -J-'.',,o 
~1. ... v pr.-:..mary pri nci1Jle .. I do not v:ant to 

be arguing with you. Getting back to what I 

direct. N0 w as far as all this State insurance that 

Mr. Varney spoke about, that ls handled by one 

cen tr2,l source so fsT' as all p-c'ir:2ary clet2.il is concerne:t, 

the prepa,ration of t:C1e forms and all that sort of thing 

is nandled in that manner. Theee are ~hen sent out 

to tilese various fellows wi t~1 instructions v.:,.--iat to 6_o 

Techni call, yes, the:r cocplete tCJ.e pol.icy, but it is 

e,s simple a ~n'opoation a,s anyt:Cling coulc bs. As far 

as earing the com~ission, 
,_ . ~ 

a C.9.f' e , u ~1ey o_o not do 
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In t:c.is c2.sual ty bustness we .c12.ve done business 

direct ~itn t:ne co~pany, made arrangements with the 

cocpan:r. T11.e con:pany in tni s ine tance a_rew up the 

policy. I do not think ifr·. J 01'."'tberg did an::,rt.r1ing on 

1 t excei::t perl:12-ps offer a few suggestions fror:: his 

knowledge, in hopes 11.e v:ould get t:ne job of servicing; 

but t:1e cor::::Jany, I am perfectly certa:tn, dio_ all tl1e 

typing and prep2ration. 

E,nd t.::le general agent, 

Dunl2.p, go a.no_ fort:C-1 and deal v:i ti1 
.,_, 
G.Ci.8 

I sn I t- tha_t vv:ne!"'e they ,J:J.t ir, their tLre and effort? 
,) 

A. If you consi o_er 2 tri·;:; from ilere to Concord_ and. 

baclr 

thing 3oing o~, did he? 

I thi 11~c. :le 

I1lR. 

an agent, is there reason 

why either a~~ of them should :nave a five per cent 

er) Ce~ you ascertsi fro~ t~ie 

licen.sei 

A. Received August 20th. 

~c S0 , d.~~ring l1is 11egoticttio11s, at the tii::e of issu.i 



I r'"J 
..J... 

licensed agent? 

I 1·.·2.:'' net questioning it .. 

Q. No~, Mr. L0 vejoy, have you in the past been called 

Ul)On fror:1 tice to t:l..r0 e by the G·'.:JVeT·nor to write to 

tl:s am.aunt, and a.dvising them to tenc:Ler t:rn c~-ie: cz.s 

in~o the office for delivery to the persons na~ed? 

up. 

corr.;;:issions, ano. the amounts? 

A. I ~oul~ say so. 

Q. ~nd thst woul~ not be ~ept es a record ether than 

throuGh the corresnon~ence such as this letter here? 

of it, except there rig~t not be any designEtion 

of _e in so~e inEtances 

it is 2 rene~al of 2 ;clicy or a boni 

osition, there ~1 net ~e any record of that~ 

one except a re~uest for renewal. The }Jrer::i ur: in 

these instances would ~e faid to the agent, ana he 
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not be any record of designation of commission. 

You !)erl12.ps 2·10teo. in the Governor 1 s letter of 

And in view of the fact thet 

r;lr. Brown placed tl1.e State cf l:,I[.ine 2.utorr:obile fleet 

pol:tcy t'.n!'ou:.;h an autnorlzeci 2.;ent of your comp2J1.y, 

nar:;;ely Charles .IL Jortberg, Jr. ➔HHH~ 11 -- that part I 

he.ve ::ii eked. ov.t is not in accore'.8nce 1;v i th tne facts? Mr .. 

J ortb erg·, 

A. I see ~het you mea~ very definitely, and, froc 

usage ane.. custor:: in the tus2.ness, 1i11hicn c23Ie fi:~st, the 

hen or the egg, I could not tell you, an~ in t~e handling 

of 2 situnticn of tJliS n2.ture or 2 slmilar nc.ture it 

is not unusuc:.l to make that type of a.esignation ancS. 

to he,n'J_le it in tiic.t type of m2..~1.~1er. I am not 

maldng any excuse for tl1e way the business 

conducted, but I s_m simply not 

unusual to have designated somebocty tecb.nicE,lly as the 

placing 2zent, in order to receive a cer~ain 

re~uneration, or as a broker or a participating agent. 

CHAIRID\l'J TO;fi.PKINS: You are sirni::;ly set tins u:i;; a fictitious 

set of ciroumstances? 

A. It is not unusual. 

A. It is not unusual in the business 

A. In tne insurance business 

Q. ~men~ private individuals? 

A. I ras not ttrying to be f2,cetious w~1.en I said 1rhich 

c2,rre fi. Ts t, :the hen or the egg. I was sirr:ply ssyi;ig where 
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the business is placed 1.vi th an agent or person wr10 

is an agent but acting in the position of a broker. 

Q. ~ell, this man Brown ~asn't a broke~? 

A. rte nas a rignt to act as i)roker under Section 12~~-

Q. He has no broker 1 s license. 

A,. .ne d.id..11. 1 t need one uncter 1:2'.~. 

that BT'ooks Brol7'n effected the insurance through this 

company? 

A. Well, of course I cannot be in a position, Mr .. 

Tompkins, of speaking for the G-Gvernor, oece,use I 

don I t knov,·. I h2,a. not seen tiJ.1 s letter. 

Q. Then the Governor must have been misinformed as 

to the facts. 

A. I ~on't know. I cer~ainly can~ot be ln the position 

of stating 1v.na:c was '.'..re t~-ie Governor's mind or what 

h2,ViJenec1. 

Q,. (By Mr. Webber) The statate you refer to, Section 

122, you refer to thiE pert of it: 11 Agents of duly 

authoYize6 insurance co~panles may plaoe risks with 

agents of ot:r~er duly &uti1ori z er::" co,:;:anie s when necessary 

for the adequate insurance of properties, persons or 

ir!te~cests. H Is tha.t wi1at you refer to? 

That is wha.t ..L refer to 

q_ You think t:1.at gave anybody a right to call Mr. 

Brown an ager.t? 

A. I tJ1..tnk it gives anybociy a right, if' I interpret the 

ti11ng correctly, to pay comrcisslons. It has been done 
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and is done, not only ln this instance but practically 

every day in t:C:e week ®1J.O_ dozens of tir::es. 

Q.. 'tvasn I t that de signed, as a catter of fact, to cover 

the case wnere a man, for i~stance, gets a big fire 

coverage anc_ he has not t.ne facilities to cover it all 

c,nd he can Dar·cel out :parts of 1 t, 1:md i"1e has a right 

}~. Ano_ in ad.di tion t;-.1.ere 1:muld be the case vJi.-:..ere you 

as an assured migi'1t request coverage from Mr. McNamara 

ple,ce tha,t particular coverage, and i1.e woulr-5. have 

the right to go to lllr. Dow and obts.in t::.1.e insurance 

through him, which is an act nominally referrecl to 

in the business as brokerage. 

Q. But the State did not request lvir. Brown to 

place this business? 

A., The State requested -ci:e company to place the 

business. 

Now the company tl1at Nir. Bro1vn represented? 

( Off' recorcl) 

CEAIRI~IAN TO:,'.PKINS: D'.Jn I t you :C.ave so,Je law governing 

rebating cf' co:nmissions on insur9.nce 1Jolicies? 

Yes • 

Isn 1 t that pretty near a rebate? 

A,. I do not thinlc so, not to ai.-1yboo_y in the business. 

The Governor says pay comrcission to so and so 

who has had nothing to do wit~ the business. It passes 
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through his hana.s. 

A. Tb.r·ougn whose hana.s. 

Q. The Governor, by his direction. 

A. I ,,,:ouldn 1 t say tnat, no, Mr. To:o1;,}dns. 

( Off record) 

Q.. ( By 1Er. 1.VeOber) What about the cars over tc .the 

Uni -.rersi ty of Ma.lne, wi1y should they be lncludeci 

in the StEte 1 s bla,nket insurance? '1.'h8Y are owned. by 

the University of L.iiaine which is a separate entity, 

are tDey not? 

A. Tha.t is a lega.l question, I sup:Jose, as to whet:-ier 

there is a separ2te entity. I have hearc3. it argued 

any one of sever2.l dlff eren t w2,ys. Some will say 

they are and some will say t.l.1.ey are not. The Industrial 

Accident Comrd.ssion has said, if the question W8.S ever 

broug;:1t up to tner: to state w:nether or not one of those 

employees over there was e. State employee or 1Nnether 

were not,the chancee were on that basis alone they 

m.ig:C1t find t?1ey were as a matter of law. That would 

lead you to believe it is quite close. 

As ~ar as including 4 .,_ 
--'- I., in ti1i s 9011 cy, it is a 

direct benefit to the University of Maine. The 

})rerr:i urn for tr1e University of ~V.Le,ine c2.rs 1 s paid by 

the University of Maine, as I understand it, so I do 

not think i -c ,JaJ.c:es a bit of diff'erence to t~'le State 

of ~aine as such, but it is a direct benefit to 

the University of Maine. 

Q. Because tney get tae benefit of the State• slow 

rate? 

A. I do not thin};: it 1vould be any a_1f:t'erent if they 

were not in t~ere. 
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Q. That is c-:i1at I want to go in--co. 

Nov' isn 1 t 1 t a fact they ·r .• 1:tve for' several years 8 past 

had a very bad loss ratio at the University of ~aine 

corr.pares. with ot:C1er St;ate d.e1:Jctrtments? 

A~ I o_on I t recall th2-t is so. I thought t:n.e one that 

had a bad loss ratio was the Police Department and 

ti1e H1gh1."2.Y Garage. Last year it was t:c1e State Highway 

Dep2,rtn::ent, because of that steam shovel acci,ient. I 

do not think tj1e University o:f ld.aine nas had a bad 

loss ratio. Of course the prerniu.rr:: is very srcall and 

one e.cciden t will t:nrow you all ou.t of ,,i1ac1i::.. 

QG If the.t were true, ti::,.en t11e State could save so!l'.1.e 

~0ney by letting the University of Maine insure its o~n 

Q. Have you run into any situation of fincUng that cars 

or trucks were being insurecI that didn 1 t actually 

exl.st? 

AG 'I'here !28.s been sori:e question in connection with 

the auc1i ting and t:ae met~~od :Jf l1e.ndling in tIJ.e past .. 

Th2.t has been c,1ecl,:ec_ up, I ti1ink, and reasonably 

worked out. 

Q. How is it being handled now to keep tha~ from 

happening? 

A.. A.s I una_erste.nd. it, 1 t is being· checked no1:1 

throug1i t11e purchas:1-ng a_epartment. I tilink they have 

a complete recoro... T11at is my recollection of 1 t Before 

I thin~.( they hs.ve relied a great deal on the question of 

licensing, and a license tag doesn 1 t □ean too much, because 

if one was lost you could get anot~er without cost, so there 
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might be two license tags for a single car. We 

caught th2ct, I believe, somet:1-me last yea:.", tl-:At thing 

had existed, or the ~oasibility it had existed, and 

correctec:L it, I believe, at the tirr:e the audit was made 

This is all subje'.ct to audit at the end_ of the polic:r 

Q. D~d the Aajutant General insure a lot of Federal 

equipment before you left here? 

A. I unde1"'stana_ he clicL I clld. not hG,ve anything to 

do 1.111 tl:.i. it. 

1'.:l. Paid sor2ewhere ar·ound ~72800? 

.A,, I uno_erz ta:1d tnat is rtght. We i1ad 2, q_uote on the 

thing froTI1 the people that insured the State at the 

tit::e, tl::.e Inc:_em.ni ty Insurance Co:rpa;:1:r of N 0 rth America. 

had a quote of some several tb.ousands o-::: dollars. 

Q,. Is t~~ere any reason in the world wh3r that Federal 

equipment should be insured? 

A. I don't kno~. My guess is not a bit better than 

a.nybody else's on that. 

CHA.IRL:ttl•' 'J:C:.TKINS: Vll:_at k.ina_ of i:.,__surance is that? 

A. L1abili ty ancl :,::rop·2rty damage. 9(\.t -cL1e tirce I 

understood the cars were being used by the State militia, 

the Natiom1.l Gu8_rd, and they had_ the same general 

:1.2,za.rd as any St 2. te-ownec. veni cle. Ni1en they vvent 

in to Federal service I e.s s 1_.1.i--:.e the coverage vJ2.s cc:.nce lled. 

I o.:m I t k:iow. 

( (() ff re c o r· d ) 

Zurich jJOlicy :.:or, if it is there? 
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A. ].1Iy und.srs ta.nding as to 1Nh~r it is in tl1ere is 

it is for a broadening of the coverage, so there 

could not be any possible tecj:m1cal question as to 

whetner 2, c2,r 'Nas beir..g used. for "'cechnical business 

use or technical pleasure use. 

MR. I\'.!.aclH CHOL: Fror~ this 11 st ~1e:."'e, the :l.11surance re cords 

rece1ve6_ for reco:'.'d.ing fror.c. I!Is.y, 1940, to :December 1, 

1S40. 11 exi:;ira,tion date, June 1, 1940. 

Does ti.!.s.t rc.es..n that those i)Olicies were received for 

recoro_ing? 

A. I don. 1 
"c knov.r r,rha t record. ycu r1ave. It might be 

either new or renewals. (Presents paper) 

·~.. -,vell, un,ier that woula_ you say ths.t the firm of 

t:Iacocber, Farr & Vfuitten hacL any business in 1940? 

~1 ~ -a_ o_, o ecause it was written in 1937. 

Q.. T:1.ey hac5- business i:1 1937? 

.A. Yes, June. 

Q. And busi~ess that expired in 1941 would be 

business written in 1933? 

And. in 1943 wo1J,ld be wrl tten in 19-s:O? 

A. That is as I understand it. 

( tness excused) 

The fo~egoing is a true transcript 
of my sb.orthi=rnd notes in t:ne above 
rnat·c er. 




