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To the Members of the

Houge of Representatives and

of the Basnate of the Ninetieth

Leglelature Assembled:

The Joint Seleet Committee created by House Peper 2254

géﬂ the amendment thereta, pursusnt to directions contained

in Joint% Order, Senate Paper 7835,

HEREWITH respeetfully submits 1%e final report together

with @ﬁ@ﬁﬁmting teotimony and exhibits to the 90tk Leglslature,

on the part of the ¢

_“ilﬂﬁéQ;&/ﬁmki fZﬂﬁ%%éi”W Chairman
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on the pert of the House:
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Lo Wonaho

(Mr, Alexander A, MacHichol in absentia
@n@@%&ﬁ in milltary duty with the
United dtates Avrmy.)

danusry 2, 1841,
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Proliminavry Gtagement

The Committee, having anticipated thet 1its final report
submitted to the lest specisl szegelon of the Leglslsture in
Dotober, 1940, would terminate its work, and feeling that
further extended efforte on Lte part would probably not
produce resulis which would Justify the expoense, has nade
no further effort to carefully scrulinise any Stste
departmente, but hae held 1teell avallable %o Tecelve
any specifick complalnt which might be lodged during
the interim period. Sych 2 complaint heving been recelved,
the Committes then held a short eesgion of thres daye in
order to inquire into the subjeot matier of the complaini,
At the same time a few Ancldental matiers were toughed

upon, as will be ghown by the following report.

STATE INSURANCE

Ssetlon 34 of Chapter Z of the Revised Statutes of 1830
provided: ®All fire and llability insurancs upon publio

bulldings and other properiy belonging to the State shall

be plaged thereon by the several Roards of Trustees having

ke geid property in charge, subject to the apyroval of
the Governor and Council, or by the Governcer and Council,
and all expense therefor shall be psid from the several
appropriations for insuranee on eald property. The policies
for all insurence se pleced shall be deposited with the

Treasurer of Bt%ate, and a regord thersel kept by the Governor

and Gouncil",



gince the enactment of the Aaministrative Code,
Truatees of Institutiong bave been sbolished so thaet the
duties presoribed by the quoted Jtatute are now vesgied
solely in the Governor and Counell |

#y th referencs to the placing of State Lnsurance, the
Comnittes had brought to ite attention & specific incident
which was Iinvestigmfed in some detall.

™The Commlttes finde that on Ayguwst 20, 1940, Mr. Charles
Jortherg, Jr. wap granted z llcense ag an &g@nt %0 rapresent
the Zyrich Gensral Accldent and Lisbili%y Insurance Co., Litd.,

and that as 8 result of negotlations carried on befween the

Insurance Department and the Zyrich Compeny by ky. Jorbberg,

8 bid on behalf of the Zyrich Compeny on the lisbillty
eoverage of the State fleet of asutomobliles wae submitted %o
the Ipsurance Depariment by My. Jortherg on the same day,
hugust 20, 1940, The rate submitted on the bid was substentially
lowar than the rete pald The preceding year, and represented
B eaving to the Htate of Meine, The pollicy was lsgused

by the compeany, countereigned by Jortberg as agent,

end dellvered on Apguet 31, 1940, lgm% ingurance has been
gontinued in foree in the uwsual meanner sinee that tTine,

On October Z, 18940 the then Insurance Commiszsioner, Mr.

Love oy, wrote the Iyrich Company a letter, in wnleh he

gtated as follows: *L have had some Salk with My. Joriberg
in connection with the commission to be paid on the Automobile
Fublie Liabllity and Property Damage policy for the Sg¢pte

of Meline. I would like %o heve you advige me regarding groas
commlesion which will be allowed, and to further say that

thie commiselon will be alliotted to properly licensed sgente
in %he 9%ate by the Governor smdé Council, aeg hasbeen done in

connection with paet policy.” This latier having been called
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to My. Joprtherg's atteantion by the company, M-, Jortbherg cane
t0 Aygus® end saw lir. Loveley and My, Cony Weston of the
Exeoutive Council separately. ir. Jprtberg stated, and
My, Lovejoy reeslled, thet Mr. Jprtberg then sald that
he wee on a fee bosls with the Zyrich Compsny and that his
fee included the commiselon, so that any allotment of any
part of the commiselion %o any other agent would reduce
r. Jortherg's fee by that amount. Hy, Weston and Me,
Love joy had both apparently believed until then Shat
ly, dartherg wae on & straight selary with hie company
and would not receive any part of the commiwion in any
gvent,
On Oetober B, lﬂ@m&‘ﬁm@ company wrote to iy, Lovejoy
ae followe:

*In reply to your letter of Qetobsr Znd., the
maxzimur commisgeion peyable en the Aylomobile Pyblic
Liability snd Property Demage policy covering the fyate of
Malne subomobiles ie 5b.

"We are pleasedico advies you that 1% is a poekiive
rule of this compeny, to which we have slways atrictly
adhored, %o accept business from and pay cemmission to
only properly licenged sgente in any territory.®

The reply to this letier by Mr. Lovejoy on Dotober
Tth was ag follows:

"wieh to thank you for your letter of Ootober Bfh,
and to further correet an impression which I apparently gave
in wy letter of Qetober 2nd. YWe 40 not guegtion the
procedure of your company of payling commigsion to only
Lleconeged agente, but in Shie parvtioular instance the
licensed ggent will be dseipgneted by the Governor and

Council, and the amount of commigsion in dollarz to sach
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will also be designeted,’

on Hpvember 3%th Uw. Lovejoy received from gounclillor
Weaaton & penciled memorandun in $the hand of Governovr Barrows
and initialed by the Gevernor, on which the Governor asllocated
the comvwiselon on this policy es followss

"Bpooks Brown - j8o0,00
Cparles A, Jortberg, Jy. 1 263,63, "

iy, &éﬁﬁjmy then wrote the compsny as followsn?

"l have todsy recelved adviees from the Governor and
Gounell thet they wich to heve the commissilon on the Sgate of
jpine Aytomobile Flest pald %o the following individusmls,
apd in the following. smountes:

Bypooks Bypown 8600,00
Conarler A, J@@%%@?@ﬁ Jr, = 285,835,

When the premiumg have been pald, ehecke for thess aspounts are
%o be pent to thie office for transelssion %o thege
individusls throuwgh the Governor,”

on Ngvember 18th, Mr. Lopvejoy heving in the meantine
regligned as Ipsureance Comomliesioner o enter private buminess,
the ecompany wrote to the Governor and Qouncil me follown:

“On Hpvenbesr 1L3%h we recelived letier from the Honorable
G, W, Lovejoy, Insurance Comzigeloner, informing ue thet the
Governor and Council had advised him thet they wished to
have the commigelon on the fgate of Malne Automebiles Fleet
ppliey pald to the fellowing individusls snd in the following

amounte:

Brooks Brown - faoo, 00
Cherles A, Jortberg, Jv. - 285,63,

Comnigaioner Lovejoy further inetructed us that when the premiume
bad been paid to us, checks payable So the above individuals

in the respective anmpunts indieated were %o be sent to the
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Commissioner's office for transmission to these indlividuals
through the Governor,

"We interpret the laws of iMsine to require that the
commicsion on any policym may be pald only %o properly licensed
agents or Dbrokers, Mr, Brooks Brown 1s not a licensed agent
of our company, nor do we find record of & ilaine broker!s license
having been iseued in hls name. Conseguently 1t appears to
us thet to follow your wlsghes as outlined by Commigsioner
Lovejoy would be in viclation of law and we feel that this
situation should be called to your attentlon before any
commission is paild, We are therefore taking the liberty
of writing direct %o you in view of the fact that Commissloner
Lovejoykhas resigned, and we understamd hls successor has not
been aﬁpcintsd'

"We mwalt further advicesg,®

Upon receipt of this letter the Governor turned it
over to Councillor Weston for opinien and advice. Apparently
the letter was never teken up with the entire Executive Council,
Mr, Weston in fturn referred the matter to the 3tate Controller,
My. Rodgers, apparently becsuse of the fact that Mr. Rodgers
had been previougly Deputy Ipsurance Commissioner, Mpr, Rodgers
prepared & suggested letter of reply whieh the Governor sent
as hls reply on Ngpvember 20%th, as follows:

"We acknowledge recelpt of your letter of Npovember '
18th relative to commisslon payments of the Ztate of Malne
Automobile Fleet policy,

"For your information we quote below, that portlon of
Section 122, Chapter 60, of the Revised 3Statutes of 1930 which
pertains to the subject matter in question:

TAgents of duly authorized insurance companhes may

place rigks with agents of other duly authorized companies

when necessary for the adequate insurance of properties,
persong, or interests,V



&
tneferenct to the records on flle in the Insurencs

Brown is 2 licensed insurance

sgent in thie Seate, and in view of the fact that ir.
Brown placed the Ftate of Malne Automobile Fleet volloy

2

any, namely Charles

through an suthorized agent of WY
A, Jortherg, Jr., it Lz my opinien and that of the Uounell

117 be pald o comwiselionbn this

thet kr.Byooks Brown can le
businegs, in scoordance with proper interpreistlion of

the inguranse lawe of this 8tate,”

]

Upon examination, Mr. Brooks Erown, an insurence

agent of Apgusis, deine, sdnitied Iyvankly that he was not
ligenged asgent of the Yurich Company, and 4id not hold

w brokerts llgense; that he had nothing whatacsvar o do
with fthe plecing of this insurancs businegs; that he had never
contacted snyone about 1%:; had nover gesn the policy until
it was zhown him by the Comolitee, and that hisz only
knowledge of the treneaction was that he had been informed
that he was %o reselve elx hundred dellarg of the commisgsion,
he paknovledged that this money would be in the nature of

& gift and & matter of political patronage, Mp, Drown
adnitted frenkly thaet when the Automoblle Flaet polley

was wrlitten the precedinz yesr with the Indemnity In.surance
Company of North Amsrics, 1t wag sounterelgned by iy,

Doneld Tazier of Agguete, sgent for thet com

ABF . M,

Tozier, bwelng & ealaried repressntative of that company,

recelved no commdpeion, the commleelon heving been paid

to My, Byron Doyd of Auguste and ly. Bpooke Brown, who

416 not represent the compony in aweetion, and neither of whom had
snything %o do with writing the bueinese, Wy, Srown

satisfied the Committes that he vetsined the gift snd wes

not expected to pese 1t on To any other pereon,
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mabber %o L%o legal stafl at 1ts home office
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Liability coverag:, the Ipsurance Department has dealb

direetly wlith the iw&m*&mﬁ gompany, and there nas been no




to approve the rate submitted on bid, and spparently

in each case there has been inecluded as & faotor in
determining the rate an agsni's comwlsslon, [p the céae

of the Iurich trensasction this commission wie sstablished
at Bh. The company would not be permitied under the prasent
lew of the S4ate of Maine %o rebate Shset commlsslon. Tne
Gtate officiale took the position that on the bagls that

g oomvieslion which hes been included in fixing & rete

muet be paid and cennot be rebated, that in cases where

no intermediery agent exleted 1% was proper to fletitiously
eraate one and allocate the commigeions %o him, In

the Zyrich transsction the Sgute offlelsle apparently treataed
the entire matter as though There were no producing agent
involved,

Thet portion of Hection 122, Chapter 860 of the
Ro¥iged Bpatubes quoted in Governor Barrvows' letter of
Novenbeyr Z0%th apparently was construed as permitting the
Governor to deslgnate the agent or agents who should
recelve the Commiselon, Thie Statute resde: "Agents of
duly suthorized insursnce companies may place riske with
agents of other duly authorized compsnies when nNeCeLsATY
for the adeguate insursnce of properiies, persons, or
intereste.” The @@ﬁmﬁﬁ%@@ feels that the 8tptute gquotsd
hae been interpreted beyond iie intent snd thet the
ftatute iz designed only %o protect an agent whoe produces
the businese and pleces 1t in the firet instance from losing
part or all of the coverage becsuge of the Linability or
unwillingness of the companies whlcoh e represente (o

undertske part or all of the risk. The (ommittee fselg



g
thet the Statute contemplatees that the Lfirat agent referred

to by the S¢atute 1z an active partlicipati g sgent who

contacts and deals witih the Insured, offecbuatez and places
the busineass, and thersaftsr because of sone necesslty of

the oase placee & part or all of the risk with ancther
agent. The Compittee does not feel $that LY was ever intended
or that 1% i¢ proper for 2n agent to participsites in &
commisgdion on etebte Insursnce when he did not produce
the business, had no contact with 1t or knowledge of 1%
gnc. wes not even the licensed agent of the compeny wirliing the
busginess., In thie particular cees 1% lg not dlsputed that
gome efTorte were made and some servieeg performed in contecting
the conpany and securing an admittedly advantageous rate oy
the Sgate of Maine by My, Joribsrg and the Dynlep esgency,
g@n@%&li&g&ng of the Zyrich Company in the St%ate of Malne,
Nelither is 1% ddeputed that Mp. Brown 414 nothing, The
Commlttes further fecls that the mabtter of allocailion of
commiagalon iz 2 matter of contractual arrsngement betwesn
the Lneuring cowmpany and its sgents, and the allocation of the
gommigeion to its agent should be determined LY %he company,
and not by officisls of the Syate of Mesine.
Gouncilior Weston, Mr. Bodgers, Hr. ldvejoy and
Governor Barvows, all mainteined that the posltion tsken
in sllocating the commissions in the Zurich case was a correct
ona and advanced geveral reagone for thelr position, as Tollows:
Tiret, that 1% war & long e¢stablighed custon ¥ so
allogate, GSecond, that the Statute contenmplated and permitted
guch an allocation, Third, that Mr, Jortberg hed obtained his
position with the compeny through the interesesion of Mr,

Love joy, and understood from the beginning thet commisgsions
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would be sllosated to & peveon or persons than undetermined,
Fourth, sthat tbe original uwndersianding wae that Hr., Jortherg
was on & pelary basle and not entitled %o pommissions, and thet
when 1t wae disgcoveredfhat thle wee not the fmet, 1t was oo
late to Ao anytidng aboul 1%,

Ag to the firet resson advanged, the Comnlitee believes
that the mpers exigtence of & gugton or prectlice is not in
Lieelf any vesmson Tor itz continusnce, Nelther has the
Comnittes any evidenge that the custom or practics with regard to
1isbility covereges goes any further bsck than the present
admini stration. As %o the esecond reason, the Committee has
already expreesed 1ts beliel that the 2tatule has been over-
axtended by interpretatlion. Az to the third reason, the
Comulttee feels thet reogardless of what the psreonal obligation
of My, Jortberg mey have been o iMy. Ldwegoy for sselsting
M, Jortherg in cbtalning hiz porition with the gompany, the bagic
principle of taking commissions from a producing agent and
glving them to an agent who was an entire stranger %o the
transaction, Lor no apparent conslderation, is highly lmproper,
hg o the fourth reseon, the Compittes finds that In view of
the faet that at tae $ime of the hearing the comsissions had not
besn paid, L% was not oven then too late to rectifly the
sltuation.

In feirnese 1% shbould be gitated that Myr. Rodgers in

drafiting the letier which was

s by the Gevernor, procesded
on an errongous agsumpiion that Mr. Drooke Brown bad in faet

placed the business vwith the dvgte through Mr. Jortberg.

INSURARCE ON UNIVERSITY OF MALKE FROPERTY
The Committee found that property of the University of

Meine 1g included im-ﬁﬁﬁﬁﬁ blanket ineurance, but upon the
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ingufficient information wideh 1% was abie %o olieln in
the limited time avaellable, has been unable to detormine
getisfeetorily exactly now the titlie in Uplwverslty of Maine
property ie held and whether peart or all is properly included
in the coverage of State owned property. "U" plates are
Lessued to the University of Meine on ite aubomoblles wilithout
fes gmd the Committes is not yet sablefied that there
ig proper authority for such regletration., lore than thirty
of theee cars are inecluded in the State mutomoblle £mEE fleet
goverage on liability ineurence, with the result that the
University of Maine enjoys the S¢ate's low rate and
the reate Lin turn fluctwates in part according to the
logs ratio on these cars, There is some indication that
the lose ratic in the last three years on Uplverslty of laine
cars has been high in proportion to other Sgate owned
vehieles, and 1% is indicated thet Lf thie is so the State
oould procure o lw@@v rate 17 Universelty of Haine cers eshould
be exeluded Zrom the coverage. It iz recommended thet the
gecretary of %tate make inguiry sc to whether there ig
proper authority for lssulng "8" plates to the University
of Haine without fee, and that the Insurance Commis sioner
paks inguiry as to whether real snd personal properiy
of the Univergily of Madne is properly ilncluded under blanket
coverage of Bgate owned properdy.
RECENT sALARY ADJUSTMENTS

The @ommittes took the testimony of Mw. Earl Hayes, the
Dyreator of Personnel, in connectlon with the Comultles's
inspeetion of recent Council orderes adjusting salaries, and
gecuraed from the Bureau of Personnel liste cavering adjustmente

and increases in pay for employees in the Dtats depersments and
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institutions effected during tihe mouths of Qotober, lpvember,
and the first helf of December. Mr. Hayes sgtated thet all of
these adjustments and lncreases had the apgp.-roval of Hhe Personnel
Beard befere being passed by the Governor and Jouneil,

Tpe summery of the adjusiments ig as follows:
Het Weekly Ine

Heme or Depariment Hp. sffected ereage in dollars
Accounts and @ontrodl 10 § 32,00
Agrd cul ture 1 6,00
Auddt 2 4,00
Benks and Banking 12 45,00
Boxing 1 2,80
Maine Devel opment 1 8,00
Inland Pisheries and Game 1 2,65
Heclth 2 7. 00
Inswrance & 9,00
gtate Library 2 4,00
Military Defense Commission i 2,00
#ilk Control Begard 2 €.00
Public Utilitiss 1 2,00
Furcheses 2 3, 00
Reviser of Jtaltutes 2 7, Q0

- Bgoretary of State 2 8,00

m@ei&i W@lf&r@ ' 122 512,19

{My. Hayes at&teﬁ that 1t was the

underetending of the Perscnnel Bpard from

informetion received from Qommissioner Earnest

thet theee selsry adjiustments are offpet by

gavings in connestion with p@rs@nn@l to the

extent thet the incressed expenditure to

the Stete would be only $153 per year)
Augusta State Hospital 11 T3, 76
Bgugor S¢ete Hospltel 23 41.81
Central Maine gasnatorium B 13, 50
Horthern Maine Senatordum none
Western Maine Sgpnatorinm 2 10,50
¥azine fZchool for Deal none
gtate Ghil@r@uﬂ H?m@ a% Bath none
Pownel Stete Seghool 28 51,10
Meine Stete Prlson 4 18,00
#tate School for Boys nons

gtate Sehool for Girls 2 6,00
g¢ate Beformatorr for Hen none
State Heformatory for Women 3 5o 28

for u&wi.ﬂﬂ:
To summarize, the selaries of some two hundred {hiprdpethree

d sgpproximately

per veer, Tne
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"

incressed expenditure for ssalaries in the operntlion

T e

social Welfawres slone pmounts e (2

6,730,088, The Committes feels

Lugresse Ghe pelevies of such a subsztantisl nusber of
Gtate ewployess Ly such a substantiel smount is embarrassing %o

an incoming sdsinietretion and can havrdly be recommended
i

B econcHy program. The sslavy increaeges in the Welfare
Department particularly sust be consldered in conuestion with
the fact thet thersg hae gonslistently and repeatedly heen

& very substantlel annuel overdraft In this Depsrtment

DEPARTUENT OF VITAL 08

Thore wag brought %o the attention ol the Comniibes the

ser of regletrations of births, marrieges, and deaths

tetrar of Vital Atetlietice. fowe cownplsint hasg besn nade

e

wi %t Ghe

by she Clerks that fvraguent changer wade by this Department
An the lonformation reguired to be refurned to the Department

gaveed the Clerke ol Jdifferent btowns and clities Vo be pub

to the nece Ly of Irequently purchasing new record books,
Mo Parker B, Otlinson, Division Divsotor of Gthe Bureau
of Vital fdtatiesties, festified befovre the Comunities and, in

z mmowdt of fnformation requived on birth

erplaining the larg

gertiilcetes, shated that & grest desl of thies information was

mested by the Consug rament of the Unlted teabes

gad CGnlld vwedfare Bureasus, Hy. Stineon adnitted thaet much
of this inforsation was in addition %o the statulorg
raquirssents for birth regovds,

Lt may be sugpested that the Sgatutes sbhould be sade

more definite and certain as to exaotly what shell be

regorded in the esse of births. Thie sugrestion would

%)

gleo apply to the resorde of deathes and mavrisges. If the Reglstrar
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of Vital geatligtlices Cfinds 1% necegsary to obitain supplemental
data for gtatistical purposes 1t seems thst the hivth or death
certiflicate should be divided inteo %Hwo pertsz, part numbsr one

to be glgned by the physieien and the Informafion contained in this

=g

gertificate recovdsd snd returnsd by the Town Ulerk, and parvt
number two to contaln whatever supplemental informstion the

Phreator of Vitel Statistics may from time o 1

@ regulre, which

dete need not be resorded,

It ies furthsr = ated thet when the Town or ity (lerk

reports & dealh or birth to the Department sccording bto the Htatuts
he should weport only the facts constifuting the legel record and
detach from the ceritlificate of birth or dsath the part cont:inlng

the supplemenial date snd forward thet together with his repovrt

to the Dgpartment., By thiec method the Clerke would know gxactly what
had te be yecorded, The Form of the reowrd would be nade

porianent, and the Reglistrar of Vital Statletlios would obtain the

sup seamental data which he might require,
Seation 78 of Chapter £ of the Revised Stetutss ag smended
by the Public Laws of 1935 relative to defactive and erroneous

records of deaths, births, and marriasges should be brought up to

date Lo corvespond wlth the new fovrm of bBirth ahd death certifi-

cate and Lt further appears advieable that thie certiflcate
should be smended o make ceridain the suthority for making the
so=oatled "delaved rebturn of birth'. The ecertiflicate for this
purpose should follow the regular birth certifleate form and

bear the legel fora of aoffidavit for the person meking the

refurn, and the law should be amended to specily by Btatute

4

gxactly what would be expected az evidence to prove & birth which

¥

has not previously bsen recordsd,





