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COMMONWEALTH OF MASSACHUSETTS

SUPFFOLE, 85 SUPERIOR COURT DEPARTMENT
: OF THE TRIAL COURT
)
COMMONWEALTH OF MASSACHUSETTS, 3
}
Plainkf, }
)
v. } Civil Aetion Ne. §7-
)
WIELIAM GALLAGHER ASSOCIATES }
INSLIRANCE BROKERS, INC. }
)
Defendant. 3 (7. EMA
/ SHE Y A
COMNMPLAINT
L INTRODUCTION
. This eivil acion is rough by the Massachusents Arrorney General pursuant i

Massachusens GL. e 934, € 4 and under comman liw for unjust entichment.

3, The Commanwealth seeks o hold William Gallagher Associates Insumnee Brokees,
tne. "WGA™), respoasibie for the unfaic and deceptive acts and praesices it committed in providing
insurance advisory and brokempge services.

L Defendant WGA viekwed Massachusens General Laws, Chapter 93A by, inter alia:

a} charging clients undisclosed and excessive compensation for brokerage services;

by providiog records and submitting invoices to clients that mistepresented WGA's
compensation and the poce of insurance policigs;

¢) alierng nsueance policies and documentaton WGA received from insurance
carties belore forwarding such documentation to clients;

d} instructing employees nat to release premium fgures snd/ar the amount of

!



WGA's compensation w chiznts;

¢} sccoring false and misleading documenwaton from premium finance companies
that hid WGA's excessive and undisclosed compensation;

 providing false represenmations thay premium Brance agreement schedules weore
ageurate;

g} deceiving o client asbour the cireumstances under which WGA concluded 2
refund was owed 1o the elivng

b} deceiving o chient by cluming that WGA's contmet provided for a non-
refundable brokerge fee payment to WGA, when this was not the ease;

1} failing to remit o premium retarn that was due and owine o WGA's clienn;

i requesting that insunance companies frorae the prise of insurance guotations, in
direct conflict with WGA's responsibility to bargain on beball of its customen;

k) decciving clivats abowr which WGA employees were aware of WGA's contingent
comnussion apreoments with insurance carniers and the effects of those
BErCCmenis;

B decebving clients about WGA's panticipation in refgsurance; and

) recgiving contngent commissions on insumnee placements when WGA had
specifically apreed not to do so,

4. Plefendant WGA also viokhied the common law of unjust enrdchment by remining

the Hi-potten gains ir acquired From Bis unfaiy and deceprive dealings.

[



11. THE PARTIES
3. | The plainiff, the Commonwealth of Massachusetts, is represented by the Attorney
General who brings this sction in the public interest pursaant o G1. ¢ 934, § 4 e Anomey
General brings this zeton 10 remedy and enjoin the Defendant’s unlawiul conduct,
b Defendant WG s o Massachusetts corporation with 2 prineipal place of business ag

70 Addantc Avenue, Boston, MA, 02010

II1. JURISDICTION AND VENUE
7. The Commornwenlth of Massachuserts has an interest in preventing unfair or
deceptive acts or prmcetices, preserving the rele of law, and punishing viclagons of law, including
G o 93A.
f. This Court has jurisdiction over the subject matter of this action pursnant o GL. ¢

93A and GL. o 234, 51

2. This Count has jurisdiction over the Defendant pursuans to G.L o 2234, $5T M),
3{6) and 2.
10. In accordance with GL. € 223, § 5 and G.L. ¢ 934, § 4, venue is proper in (his

Court.
V., PRELIMINARY STATEMENT
11, DMassachusens Guo e 930 establishes avil abiliey for any person whe engages in
unfair maothods of competitton or vabir or deceptive acts or practices in the conduet of any tade or
commerce. G.L. ¢ 934, § 2. That behavior is punishable by o eivil penalty of up to five thousand

dollars for cach vicladon, resdtution, disgorgement, and ather equiable remedics, and the



reasonable costs of investpating and Btigating the viokltions, including reasomable attomeys” fees.

1d.

2,

Ly
L

12, WGA is a mid-sized inserance brokerape fiom with headquarters in Massachuseus
and satellite ofitces in Connceticut, Georgia, New Jersey, New Yark, Marvland, and Paris.
Businesses, son-proflt orpanizatons, povemnment entbss, and individuals contract with WGA 1o
design insurance plans, obtain information sbout insurance opdons, negotiste with insutance
companies to securs the best available pricing and coverages, and make recommendations repurding
insurance purchases.

1h WGA adventses itself a5 an “independenty-owned insurance brokor™. inis
macketing marenals, WGA refurs to sisell as 1ts customes™s “advocate” and descnibes its relaponship
with customess as o “partnership”, WGA told customers and potendal customers:

Clienis are pledped the utmost in professionalism and integrity, and WGAS
strugture and vahaes offer the type of close reladnnship thae one miph expeer
from 2 wrusted persunal sdvisor {Exhibi §]

14, DBased on WGA's represeniations and the services it purported o offer, chents rolicd

on WGA 1o represent their inmerests.

V. FACTUAL ALLEGATIONS

A, INSURANCE TERMINQLOGY

1, Stmemre of the Commetoint Insumnce Marher Coastomers, Broliers, Insurers, and

Premiom F o O LTS

13, In general, thers are four eategonies of pacicipants in thbe commercial insurance
matket, Firsy, there are insurance customers of “policyholders.” These inglude commercial, non-

profit, and publbic entities thar purchase insursnee apainst vagous types of nsk.



118 Sceond, among the lcensed insurance “producses” in the Commonweahh, there are
insurance brokers. Insumnee customers hite insurmnee brokers 1o advise them as o insurance
coverage, progure quotes from insumnes compranies, and make recommendsations sbout which
insurance coverages to purchase.

17. Third, there are the insurance comparies or “insurers” that enter kito contmets with
policyholders to insure specificd risks in exchange for the payment of premiums.

1K, Finally, there are premivim finance companies, which insurance customers may

contraet with in order to Boance the cost of their insurance policy over the policy’s term.

ii. Broler Compensatinn: Staodard Commissinne, Fees, and Contingeny Commissions
1. Insumince brokers receivé compensation in ane of twe ways: most frequensly, they
feceive compensation through “standard commissians,” Standard commissiens ate set by insurance
campanies a5 3 percentage of msnmnce premivm and are incuded by insurance campanies in
IDSUTANGE Preminms.

20, A promium Sgure that includes a standard commission is commaonly referred to as a
“gross premivm.” A premium figure that eschades 3 standard comandssion 1s referred to as a "nel
premmiem.”

21, In other cases, clitnts may compunsate brokers for placing business through
brakerage fees. Brokerage fres are typically flat fees that are negotiated hetween the broker and
the insutance customer, without any involvemen: from an insurance carder. Drokerape fues are
not pars of insurange premivms.

22, Inaddidon, sorc brokers recehve compensation directly from insumnice campanies

throuph arcangements known as Yconingey commission” agreements. Under contingent



commssion sprecments, insurance companies generally pay brokers based on annaal aggrepate
business measures, nchading the volume, retemtion, and profitability of the business o broker places

with 3 insurer

B. WGA COLLECTED AND RETAINED UNDISCLOSED COMPENSATION
THROUGH UNFAIR AND DECEPTIVE MEANS

N Like other brokerage firms, WGA recvived different types of compunsation for
different insurance placements, taking standard comumissions on some policies and nepotiaring
brokorage fees on others. In many clrgumstances, WGA also accepied contingent commissions
{rom insurance carrises,

a4 In order 1o further enhange W(EATs rumﬁnumtiun, WGA fmudulzndy charped
cerain customues for undisclosed and unawthotdzed compensation. WGA deceived customers by
representing undisclosed brokernge fees as insurance premium, taking fecs and stzndard
eprmissians an the same placemnents, filing to remit premum tefunds that were doe and awing 1o
chients, and otherwise nusleading customers regarding WGA's compensatiun,

-+

25, WA’ conduct inchades, but is not limited to the following examples:
. WGA's Conduct Relagin Iig Blaine Waste Action oation
26. Berween 2002 snd 2004, Mid Moins Waste Acion Corpomtion ("Mid Maing', 3
waste disposal company based in Auburn, Maine, used WGA as ts commereis] insumanee broker.
WGAs Loergy and Environmental practice proup placed various lines of insurnee for Mid Maine,
including s commuercial property insutance,

7. WOA repestedly and deceptively overcharged Mid Maine far placing this covetape.

(f]



i For example, in 2003, insurer Zurich North Amenes (*Zurich™) informed WGA &t
world insure Mid Matne for a gross promdum of $132,353. This premium was compdsed of a 10%%
standard commission of $13,235 for WGA and 2 net premium of $119,118 for Zurich.

2% WGA did not inform Mid Maine that Zurich had guoted a gross promium $132,333
for this polier.

30 Iostead, on June 13, 2003, 2 WGA Account Manaper sent an amatl o hid hMaine
with a " capy to his supervisar, WGA Prncipal Robert Bothwell, falsely statng that Zutich had
quoted 4 premivm of §162,353. [Exhibit 2 at p. 1]

3t WGA did not inform Mid Maine that s figure included 2 530,000 brokerape fee
for WGA.

3% Anached to the Account Manager's epuil was a retews! proposal ereated by WGA
that alco rﬁisrrpr::sumcd Zuteh’s quote to be $162.353, [ arp. 2

33 Relying on WGA's advice, Mid Maine purchased the coverape. WGA employees
then entered comments into WGA’s electronie billing and invoteing system for the policy noting:

Annual promtum is $332,353 Gross w/ $30k fee 1o WG Show invoice

as $162,35% and de oo separte the fee from premium. {emphasis added)
[Eixhibiy 3 oy WGAD 4106508]

34 In zccordanes with these mstuctons, the WGA Account Manager created and
trunsmitted 2 cover letter and billing involce to Mid Mame requesting paymant of the inflaged
preminm fpure. [Exhibi dacp 1-2)

33, Based on WGA's mustepresentigions, Mid Maine poid WGA the mflaed amount.

3h. WGA reirined the 838,600 undisclosed fee, in addition o the 513,353 standard

commission, and ransmitted the actaal et premium of $119,118 to Zunch. [Hxhibit 5



37.  After the policy was bound and paid for, to prevent Mid Maine from discovering
WEGA's fee, WGA altered the insurance policy # received from Zudch by removing the policy’s
preminm, A WGA Account Ezecutive sent this sliered policy to Mid Mainpe on November 17,
2613, [Compare Exhibit 6 and Exhibit 7 at p. 2]

is, I wstal, WA charped Mid Maine for compensation that exceeded 30% of the oey
prermium charged by Zurich for this policy.

3 WGA's misrepresentations 1o bid Maine were marerial

44, WA deceivad pid Maine about the cost of its Insurance. As a result, Mid Maine
grossiy and unkaowingly overpald WGA for its services.

41, WGA Hhowise deceived and overchorped Mid Maine in ather uansacnons.

it, WGAs Conduct Relasing o Berkshire Power Company, 1LC

R Betwern 2001 and 2004, Betkshine Power Company, LLC {‘Berkshite Power™ ar
“Berkehire"}, 2n energy company kieated in Agasweam, MA, vsed WGA's Enerpy and Environmental
praciics group to broker vadous lines of insurance, induding its commerdal propery insurnce
covesge.

43 WGA repeatedly and decepitvely overcharped Berkshite for placing this coverage.

(n) Commaetcial Property Coversge 6/10/02-03

44 1n 2002, Beckshire used WGA'S services w broker its commereial propetty
insurance.
45, WGA approsched insusrer Factory blunval insumnce Company ('FM Global” ar

*EA") 1o quote this caverage.
46, I8 Global iold WGA it would insure Berkshire for $2,189,9%2. This was a net
premivm Bpare thar did not ingdude 20y compensadon for WGA.

B



47.  Rathur than forwarding FM's quote to Deskshite and sepatately pegotiating o fec for
WGA's services, WGA decrmined it would seeraly chaspe Derkshire a $4U00,000 broierape fee and
represent this foe to Berkshire as insarante promivm.

4B, WGA procesded to tell Berkshire that the premium quoted by FM Global was
$2 389,092, WGA did not inform Berkshive that this fgure included a $408,000 foo for WGA

49 After binding the FM Global poliey, Butkshire decided to Gnance its premiurms with
premivm finance company AFCO Credit Corporation (*AFCO").

30. O May 30, 2002, WGA Account Execudve Brenna Mebvin emuled AFCO
requesting o financing quote for what WGA represented as FA Global's $2,582 992 “premium”. In
Fact, this figure ingluded WGA™s $400,000 brokemge fee, [Exhibit §]

58, After Melvin submitted this “premium™ Spure for Anandng, AFCO informed
Melvin thas it planned 1o contacr insurer FAl Glabal, 1o confirs dhae the prfzmium figure Medvin
subminted was correst. K

32 On June, 4, 2H2, ar 12:13 pan,, Melvin relaved this information via email to her
supervisor, WGA Prindpal Robert Bothwell. Il

53 At 12:15 p.m., Bothwell replied: “Have you spuben 1o [FM Global] about thisr
What do we expect FM to confirm? when {sic] will [AFCOJnnke the eali?™ Ll At 12:24 pan.
Melvin responded: "“No, [ have nos spoken to [FFA Global]. | would expect FM to confirm
$2 189,992 | do pot know whaen they will make the call - reslispeally sometime in the nexs two-
thiee weeks.” At 12:27 pun. Dothwell eplicd: “Have you given any thought shout what we do

when this bappens?™ i
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34,

WGA informed AFCQ that it had previously neglecied to mennon that the

“oremivm’” ncuded a $4006,000 fee for WGA. On June 4, 2002, an AFCO smployee relayed this

information in a fax to her supervisor

335

36

...} have a huge problem, WGA neglected w mention that they have a tully
earned feg included in the premium on this deal, its [sic] around 400k, they
ate willing to guaramice the fee, hpt they donet wany it breken onton the

finance pprecment. ... emphasis added) [Eahibin Fatp. 1]

‘The AFCO supervisor noted on the fax tha AFCC "cannot do™ Id

On June 25, 2002, at 1:47 pan,, WGA Principal Robert Babwell emailed insurer FM

Cilobal and simubtznesusly sent a “ee” copy to WGA's Chiel Exceutive Officer and owner, Phil

Fdmumbstn., The emadl siaed:

57,

Asadiscussed, WA would Bhe FM Global o tnclude WA Broker
compensaton in the total number verified 10 AFCO for the Berhshire
progeam. WGA sormaliy wotks on » commission hasis with dus client and
in the crent that the policy is cancelled we would return vur ponton of the
pro-mta broker compensation to AFCQL It is important that AFCL
ugileratand thar hroker -:nmpt-m::{inn is pan of the prumium and not a

semagate fee. (emphasis added} [Exhibi 10]

Mr. Bathwell signed the financing applicasion and agreement on june 235, 2002,

falsely representing the prembnms shown to be correer [Exhibit 11]

a8

On June 28, 2002, AFCO enailed WGA's Chief Execudve Officer and owner, Phil

Edmundson, o inform him that AFCO wouk! necd weitten confismmation on FM Global stabonery

that the Fid Global premium fipure shown on the finance agreement was the same as e premivm

shown on Bethshire's FM Global's insurance poliey. [Exhibit 12]

s{aringe

3.

Cin or aronmd July 1, 2002, 2t WGA's request, FM Global provided o lenter 0 AFCO

The $2,58% 992 shown on the Borkshire Power Company loan ayrecment
represcats the policy premium and brokempe compensation. In the event

I



the Betkshire Power policy is cancelled, FIN Global will be responsible 1o
retaen the pro-raw share of the ol premium including broker's
compensation to AFCO. . .. {Iixhibi 13}

6. As o condigon of providing this leteer to AFCO, FM Global required that "@;'."G:"L
furnish » written assurance 1 FM Global that WGA would return its prorased broker fee 1o FMM
(Global in the event of the policy’s cancelladon, WGA's Chief Execotve Officer, Phil Edmundson,
provided this assurance in s letter to FM Global dated June 28, 2002, [Exhibit 14]

61, AFCO vidmately detzrmined dhar FM Global's reprosentations were sufficient, and
permitted WiGA to use » financing contect that showed WGA’s fee s part of Fif Global's
insurance premiwn, fRxhibic 11

62, Afigr the policy was bound and paid for, on Seprember 1, 2002, WGA provided an
“COatline of Insurance™ 1o Berhshire thar also misrepresented FM Glohal's premium (o be

2,389,902 [Exhibnt 15 atp. i}

63.  Based on WGA's misrepresentatdons, Berkshire paid the inflaged premiuvm, and
WGA retainud a $500,000 brokarape fee.

fi1. in rotad, the vndisclosed brokermge fec tahen by WGA exceeded 18% of the ne
premium charged by Pl Glohal for this policy.

({b) Commercinl Property Placement 6/10/03-04

63, n 20013, Beskshire apain conteacted with WGA to place its comanercial property
Insurance,
6G.  WGA approached surer FM Global o guote on Berkshire’s propeny insurince

placement. FM tokd WGA it would insure Berkshire for $1,788,255. {Exhibi: 16] This was o net

premium figure thar did not inchade any compensation for WGA.

i1t



67.  Radier than forwarding FM Global's quote 1o Bethshire and nepotisting 3 sepamite
fre with Beckshire for WGA's sorvices, WOA determined it would seereddy charpe Barkshive a
$500,000 brokerage fee and represent this fee to Berkshire a5 insurance premium,

68, WGA proceeded to el Berkshire that FM Global had quoted o premivm of
$2,288,255.

69. WGA did nor inform Berkshire that this figure included a $300,000 fee for WGA.

70.  Inorder o intesnally signal thar WGA's fee was oot to be released 1o Borkshire, a
WGA Acvount Manager entered notes in W3GAs billing and invoicing system stating:

Annual premium s $1, 788,255+ 384,082 fur Terrarsm. PLUS WGA FEE
¥ $300,008 INCLUDED IN PROPERTY PREMIUM QUOTE.
{emphasis in erginal) [Exhibic 17]

7. WGA also ereated and mainined two different sets of invoices relating to this
transactdon. One ser of invoices separaiely iemized die $1,872,377 net premivim chasged by FM
Global (including terrordsm coverape) nnd the 5300600 “WGA Agency Fee”. This inveice
contained the typed astroenions: "0 NOT SEND SPLIT TO CLIENT™. {emphasis in oniginal)
[Eshibit 18]

72, The other invoice, which WGA submitted to Bethshire Power on or atound June H,
2003, hid WGA's fes tn the preminm fgure and showed o sinple premium of $2,288,235, {Exhibis
19

73 Afier binding the FM Global policy, Beskshire decided to finznce b promibums with
premium finance campany aperdal AL Credit ("Al Credit”). To prevent WGA's brokerage fue
from being shown on the finance agreement, WGA Principal Robent Bothwell, with assistance from
WGA's Chief Exeoutive Ofticer, Phil Ldmundson, and insurer FM Global, took steps stmilar to

those taken the provies year.



4. Mr Edmundson fumished 2 letter to FM Global promising 1o remam WEA's
compensation in the event of the policy’s cancellation 1o FM Global. {Exhibic 20] FM Global in
furn provided writien assuranees (0 Al Credir thar FM Global weuld retum the prozated share of
the broker's compensation 1o Al Credit in the eveat of the policy™s cancellaton. fExhibir 21

73, THamately, the Al Credit Bonnce agreement thay Bothwell and Hdumandsan
secured, falsely showed FAE Global's premium to be 32,472,377 [Exhibic 22 av INS 20-579) Tias
Hypure now inclhaded o JAOF000 fee for W35EA,

ThH On July 11, 2003, W GA Account Manager Gemldine Komigsn entered comments
into WGA's billing and accounting system stating: “Billing additional fee of $106,00( per Rob
Bodhwell] fer shoukd have bren $600,006..." {Exhibe 23]

77, On August 12, 2003, WGA Prncipal James Snith sigoad the lnance sgreement,
Falscly represcating that the premiums shown on the finance sgrecment were cotreet. [lExhibie 22 at
INS 20.577]

8. Imwow, the undisclosed brokerage fou aken by WGA exceeded 32% of the net
premivm charged by FM Global for this policy. [Esdibse 23

79, WGA's misreprescitations to Betkshire were matenal.

By, WGA deceived Berkshire ahont the cost of its insurance program. s a result,
Beskshire grossty and unknowingly averpaid WGA for its scrvices,

Bi. WGA similatly deceived and overchiarped Berkshire in other transuctions,

fii, WGA™ Conduct Relating to Miiford Power Company, LLC

B2, Between 2001 and 2004, Mitford Power Company, LLOC {“Milford Power™ or
“Milford™}, an enerpy company located in Milford, Connecticut, used WG A as its commercial
inswrance broker, During this time, Milford Power was ane of WGA's largest chients. WA’

I3



Enerpy and Environmenal practice proup brokered varous Enes of insurance for Milford, inchading
its excess properey Lability and manne cargo coverage.

B3 WGA repeatedly snd decepuively avercharped Milford for placing these insumnee
policies,

(a} Excess Propeny Coverage 12/31/03-04

84, In 2003, Mlilford Power wsed WGA's services 1o broker its excess propeny insurnce

COVEIRL.

A5, Insurer PN Global told WG A &t would insure Milford for a premium of $3,6835,000,
[Fshibit 2] This net premium fgure did oot mclude 2oy compuensation for WGA.

86,  Rather than forwarding FM Global's quote 10 Miford and nepotiating a separate fee
with Milford for WGA's services, WGA determined it wounld secretdy charpe Milford 2 §1,4D05.221
lrokerage fee and represent this fee to Milford 28 insurmnce promivm.

BY. WGEA proceeded to inform Milford thar FM Global had offered to tnsure the
company for a premivm of 35,090,221, [Exhibip 25 ar (01740

BH. WA did oot inform Miford this Apure included 3 51,405,201 fer for WGAL

85, WGA seoured financing for Millord Power's insorance policies from AFCO.

U ArWGA's request, AFCO created o Boance agreement thay did not separately show
WGA's fee, and instead showed a single premium fpure of $5,000, 221, [Fxhibiy 36 a0 INS 20-110]

R In arder to facilitate this finance agreement, WGA's Chief Executive Qfficer again
provided wrinen assurances (o FM Global that WGA would renum the poliey™s pro-raned

compensation in the event of the policy’s cancellation. [Exhubi 27)

1B



92 Onjamury 19, 2004, WGA Princips] Robert Botiwelt sipnad the finance agreement,
falsely warranting the premiums listed on the schedule of polices to be correct, [Exhibit 26 a5 ING
20-109]

D3. WGA ereated and maintained two sets of invoiees selating 1o this wrsasacton, One
inveice reffected FM GlobaFs $3,683,000 ncx pramiom for excess propenty insurance. [Exhibie 28}
'This invoice contatned gyped instructions: DO NOT SEND TO CLIENT. INTERNAL
DOCLMENT ONLY.” {emphasis in onginal) fd

4. The other inveice, which WGA Account Manager Germldine Kerrigan uansmitied w
Milford Power with a cover letter on December 29, 2003, hid WGA's (ee in the premium fpure and
showed a single premium of 35,090,221, [Exhibi 29] [Exhibiz 30]

93, Based on WGA's misteprosenmtions, Milford paid the inflated promium and WGA
retained ity undisclosed §1,403,221 fee. |

04, In towl, WGA™S undisclosed brokerpge fee exceaded 3875 of the net premium
charged by FM Global for this policy.

{ty) Madne Carpe Coverage 7/1/03-04

Y7. In 2003, Milford Power used WGA's services to extend its masine carpo covernge,
whicl was purchased fram Llnyds of London {“Lloyds™).

98, WA used wholesale broker Miller [nsuyance Services Lad, (*MNiller™) 1o secure ap
extension quote from | Joyds.

99, Miller informed WGA ik had obiioed a guote of $20,600 from Lloyds, Thiswasa

gross premivm that included a 15% comunission of $3,000 for WGA.
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H)L  On July 7, 2000, WGA Account Manger Gemlbdine Ketrigan wrow o Milford’s
representatives and informed them that Lloyds had quoted a premiom of $40,000. [Exhubir 3 at
WGEAI4241

1. WGA did not inform Milford thar this figure incladed 2 §20,000 fee for WGA,

192, Qo July 7, 2003, Geraldine Kerngan slso supplied s policy endosement 1o Milford
that bad been jssued by Lloyds. Before uansmitting dus document to bMidford, WGA altered the
document so that it showed the poliey’s premivm to be S0 instead of 520,000, 14 ot WGA-
14244

103, That same day, Kerripan instructed 2 WGA amployee 1o ereate twoe sets of invaices
reliing to this tnnsacdon. Kerrgan left the following handwrhuen instmetions:

Bill Ja promium) of 40,000 which s premivm of 320,000 2t 10%: angd fee of
2000, DO NGY SEND BREARDOUT 70 CLIENT. Dxa dummy hill w/
oae line for $40k. {cmphasis in original) [Exhibi 32}

i, Following Kertipan's instructions, the WGA employee crested these swo invoices,
One invoice showed a 520,000 premium and a $26,000 “WGA Ageney Feo”. This involes comained
the handwritten notes “WNat sent o chent™. [Bxhibit 33 The otber invoice, which WGA
wansmitted o Milford on July 7, 2003, with o WGA cover letter, showed » siagle premium fipure of
$40,000. [Fxhibit 39)

03, DBased on WA musreprescitations, hidford paid the inflzted amounl.

106, WGA remined the undisclosed 28,000 foo in addition 1w iz $3,000 siandard
comimission, and transmitted the net premivm of $18,000 to Miller.

1. On july 24, 2003, Lloyds issued an extension caver note for this policy and seny the

addendum cover note to WGA, [Exhibit 331 Before tansmitung this cover note to Milford, WGA

TRGEA" stzndard commission war witimately mised 1o 130 o gros premium,
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removed the cover note’s $20,000 premium figute. WGA Account Manaper Geraldine Kerrigan
transnytted this altered document te Milford on August 22, 2003, [Exhibic 36 21 L0641}

HH,  WGA kept the oripinal extension cover note, which hsted the 320,006 premiwn, in
its fles. On this cover note, pext to the $20,000 promium Bpure, s WGA cmployee wrote the
following: “Per Rob Bathwell premium not 1o be redeased to clivnt w/out his approval”. [Exhibi
33

109 Intowml, WGA's compensaton exceeded 133% of the ner premiarn charged by
Ployds for this policy.

P10 WGA's misreprosentations 1o Milford Power were matenal.

11 WGA deceived Mitford about die cost of #is insurance pobictes. As g resuh, hMilford
Power grossiy and unknowingly overpaid WGA for its services.

112, WGA similarly deceived and avercharged Milford in other transactions,

iv. W{GA’s Conduet Relating 1o Concard Steam Cooration

113, Berween 2602 and 2807 Concord Steam Corporation {'Ceneord Steam'), an
alternative chergy company focated in Congond, New Hampshire, used WGAs Enarpy and
nvironmental practice group 1o broker vatious lines of insurance, including its commereial packagpe
tnsurance policy.

P, WGA deceprively overcharged Coneord Sieam for placing its 2002 commeraal
package insurance policy.

115, WGA approachud the Chubb Corporadon {"Chubb”} to kssue a quote on Cuncord

Steam’s commercial package insurance policy.
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116, Chubb told WGA diat it would insure Concord Steam for a gross pramium of
542,192, This premium inchuded 2 13% siandard commission of $6,329 for WGA and 3 nee
preminm of 535,863 for Chobd,

117.  Hather thae informing Concord Steam that Chubd had quated 2 gross premivm of
$42,192 for this policy, WGA told Concord Steam that Chubb hud quoted §49,192.

{18, WGA did sot inform Caoncord Steamn that tisis Hpure inchuded a §7,008 brokerage fec
for WGA.

119, Oa WGA's advice, Concord Sieam elected 1o purchase the covempe.

128 WGA created and wansmiited 2 billing invaics 10 Concaord Swamn reflecting the
inflated premivm and coneealing WGAs §7 000 fee. Exhibit 37}

121, DBased on WGA's mistepresentatons, Concord Sieam paid WGA the inflated
Anount.

122, WOA retained the undisclosed $7,000 fee in addition o the 56,320 spandard
commissien, and trnsmitted the pet preminm of $35,863 ta Chebb. flixhibis 38]

123, WGA then created and transmitted an "Outline of Insurance” 10 Concord Steam
that falsely stated the polioy’s prenuoam o be 349192 [Exhibi 39 s p. 1]

124, Intoml, WGA ook compensarion exceeding 37% of the net promium charped by
Chuhb for this policy.

125, WGA's misrepresentatons w Concord Steam were macenial

126.  WOA decedved Concord Stearn about the cost of its insutance policy. As o resuly,

Concord Swam overpald WEA for ts services.
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v WGA's Conduct Relnting to Corox Comantinn

127.  Beginning as catly as 2002, Cerox Carpoenion {"Cerox™}, an industrial waste
treatrnent company located in Californin, contractud with WGA and s Principal, Richard Leavit, to
braker Cerox's Direorors and Ofbcers {"0&07) insumanee.

128.  WGA repeatedly and deceptvely overcharged Cerox for plreing this covemnge.

() Directoes and Qffcers Covernpe 6/1/03-04

129. 1o 2003, WGA obtined 5 D& yuote from Chubb for Cerox. Chubb offered wo
insure Cerox for a gross premium of $14,30HL This gress premium included a 15%0 spandard
commission of $2,145 for WGA and 2 net premium of $12,135 for Chubh. [Exhibit 40]

130, WGA Princpal Richard Leavin presented this quote to Cerox in an insurance
proposal dated May 21, 2003, This proposal outhined Chubb’s $14,300 premiam and bsted a 54,008
brokarape fee for WA, [Hxbibit 31 at WOA 1F5408 DOCREQIPT2 G010}

131, In presendng and negotiating this $4.800 fee, WGA failed to inform Cerox that the
premium lisied in WGA's proposal alrendy included 5 15%0 standard commission of 52,145 for
WGA. As o resul, Corox was falsely led to belleve that the $4 000 fee construted Cerox's entire
paymest 0 WGA when in fact, WGA was also charging $2,1-45 in standard commissions,

132, Intotad, WGA's compensation exeended 30%0 of the per preminm charged by Chubb

for this polisy.

133, The following yesr, Cerox apain contracted with WGA and #ts Pringipal, Bichard

Leavist, to place its D&O insumpee.
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134, Chubb told WGA it wouk! insure Cerox for a premivm of §16,4548, This premium
was comprised of a 15%% standard commission of $2,467.50 for WGA and 2 et preminm of
$13,982.50 for Chulbsh.

135.  WOA Prinapal Richard Leaviu offered this guote 1o Corax in an insutncs nroposal
dated June 10, 2004, The proposal cutined Chubb’s offer to insure Cerox for o premium of
§16,450 and WGA™s fee of $-4,600. [Exhibir 42 st WGA IFS-08 DOCREQ HPT2 0305] WGA abso
sent Ceras fec disclosure statinge

Per onr proposal and in fullowing with prior policy terms, WGA and Cerex
Corporation have agreed wp on a flag fee of 54,000 on the Directors and
Officers policy for the term of ¢/ /84671705 [Fxhibit 43 20 WGA [F5-0B
DOCREQHT2 0002]

136,  In presenting and negotstng this fee, WGA failed 10 inform Ceros that the $16,450
promium WGA presented already inchaded 2 15% stapdsrd commission of $2,467.50 for WA, As
4 yesul, Ceroz was falsely led o beliove the 54,000 foe constimted the Cerox’s entire paymet to
WA when in fagg, WGA was also charging $2,467.50 in standard commissions.

137, Intetal, WGA wok compensaton excerding $6% of the net premium charged by
Chubb for this policy.

138, WGA's misrepresentations o Cerox were matemal,

139, Crerox was harmed by WGA's actions os it sipnificanily and unknowingly overpaid
WA for its services.

v. WGA Condnet Relating 1o Compesitive Power Yentures, Ing,, Orian Power
Heoldinps, Ing,, and Reliant Resonrces, Inc,

(a} CPV Guifcoast
140, In 20600, WGA was tesined by Compuiitive Power Vearutes, Ine. (*CPV™), 2
Marvland based power plant developer, to help CPV acquire insusaney for owo project it was

i,



developing in Flodda, known individually as the “CPV Gulfcoast™ and "CPV Adantc” projects.
CPV intended tn seli both projects to s company known as Cdon Tower Holdings, Inc. ("Qrion™),
but peeded o arrange for insurance for the projects before the sale.
$41. o carly 2001, WGA ebuined quotes for builder’s fisk insurancs coverape for both
the CPV Gulfroast and CPV Atlanuc facbides from insurer FM Global. The quoicd coverages
included both CPV and Odon as named insureds.
142 In 2001, WGA provided 2 proposal to CPV for the builder’s nsk insurance coverape.
The proposal stared:
In onder to scoure the above terms and conditians, 2 ponsrefundable deposit
af §230.000 moust be received no lser than Augusg 20, 2001, The batanee of

the construetnn preming will necd to be paid by Decomber 30, 2001,
{crnphasis sdded) [lixhibit 44}

143, On july 24, 2001, WGA Princips! Robert Bothwel! sont a letter to CPV purporting
0 memeralize the terms of the builder’s risk policy offered by FiM Global. Specifienlly, the July 24,
2001 tener stated that the bullder's risk coverage offcted by FM Global would run for a term of 24
months with an oprion to extend on s month 1o manth basis. 1o addition to requidng CPV's signed
acceprancn, e fuly 24, 2001 fotier restated what had been indicated in WGA's proposal:
» A pon:refundable paymen of $250008 per project must be received

within thirty (309 days of the July 30™ conunitment date or August 29,
2004

o The remainder of the premium will be due thirey (30} days afier the

effective date ur Decanber 30, 2001, .. {emphasis added) iExhibi 43]

144, OnAugust 17, 2001, CPV signed this letter agresmenc. Id
145, Qo August 29, 2001, CPY wired WEA §250,000 for the CPV Gulftoast project with

the understanding thar the §230,000 was required by FAM Global as 2 premium deposit (o assure the



availability of inswrance and that the "remaindet of the premium”™ would be due on Decomber 30,
2001, Tr was CPV's undurstanding that WGA would remit the $250,000 “deposit™ 10 FM Global.

146, In facy, WGA did not remmit ithis paymaens to FM Global, rather, WGA retained dus
payment as fro revenue for WGA,

147.  Io November of 2001, before the policy went into effecy, CPV and Quon learned
that FM Global intended ta modify the woms of the CPV Gulftonast bullder's msk policy by adding »
terrorism exchusion.

148, Believing thet $250,.000 had already been patd w FM Global to lock in coverage
rerrns, on November 14, 2001, Qrion, througls #is own insurance broker, hleyers-Reynolds &
Assudiates, Inc. wrote 1o WGA Acconnt Execudre Brennn Medvin with 2 “'cg” copy 1o WGA
Trincipat Robert Bothwelk

Based upan the information provided by CPV apd WGA to Odon
and to us, it is our undersianding that Fh Global received
copsiderating i the amoun,of S250.000 10 'i?{'{‘:iﬁl::ﬂh' wreute,

maigtain and hold eonstant the terms, eomditinns, eoverapes and
premium, for the CPY Gulfeoast projest. We undersiood this depasit
ta be non-refundable o the project and that coverage must be
secated prior 1o the end of the year. We do not undesstand FAM
Global's ability to Impose such sestrierions for wesrorisim o5 we will be
binding such coverage well bufore the end of the year, Accordingly,
wi woulld e an explanation rogardine FM Global's positton sad
basis ffor]the unilatersl modificaton of the wims.. ., {emphasis
added) {ixhibit -i6 at 1]

149, After recelving this email, neither Melvin nor Bothwell informed Ovion or CPV that
the $250,000 was in fact a brokerage fee for WGA and not a deposit of tnsurance premium paid 10
FM Global. Rather, WGA's Chief Exegutive Offtcer called senior management ar Fh Global and
persunded FM Global to inchude torrorism per its original quotation. [Exhiti 47}

150, In ecarly December of 2001, CPV halted development of the TPV Gulicoast Projout



151, On Docamber 7, 2001, before the policy went ima effect, CPV contacted WGA 1o
inform WGA of the project’s cancellation.

152, On Apdl 16, 2002, CPV wrote 1a WGA Principal Robert Bothwell 10 request retarn
of the §250,0( premivm deposit.

153, On Apsil 26, 2002, WGA's auemey responded o CPV's Apnl 16, 2002 letrer, In
this Jerter, WGA's anomey stated that WGA would not return the $230,000 beeause it was a non-
refundable brokerage fee for WGA,

154, At po point prior to this April 26, 2002 lener did WGA inform CPV that the
§250 443 *poo-refundable deposit” was a foc payment 10 WGA. Rather, WGA's Principal, Robent
Baothwell, had cultivated and enconraged CPV's hehief that the $250,000 was a deposit of insarance
premivm,

155, On Augusy 29, 2002, CPV filed a lawsait in Suffolk Superior Court apainst WiizA
relating to the CPV Gulfconst uansicton,

156.  Afer much communication between WGA's Chicf Excrudve Ofiicer and OPV,
WGA clegted to setthe the lawsuit by remming $100,000 1o CPV. Mr. Edmundson subiescted this
sertlemnent from Mr. Botwel's compensation cafeudanons. {Exhibi 48]

{b} CPV Atlantic

157, Although CPV's sale of the CPV Gulfcoast project to Orion diid not ge through,
CHYV did sell the CPV Asfastic project to Orion. (rion was then scquired by 5 company known as
Relizns Resources, Ine. C*Rebamt™).

138.  For this project, as for the CPV Gulfeoast project, per Robert Bothwell's July 24,
2001 Ietter [Exhibit 45], £PV paid WGA s “non-rcfundable deposit™ of $258,000 to secure builder’

tisk coverage far the CPV Adantic Dicility.



150.  In addition to the builder’s tisk policy, WGA bound other coverages for the CPV
Atlantic facility, including marine cargo insarance.

166, Shorly afier Reliant sequired Oron and the TPV Adansic praject, Reliang drcided
not 1o go forward with constraction of the Biciliry. Accordingly, Reliant wrote WGOA o mquest
canceliation of the policies and & retun of premium, as well s 5 return of a portion of WGA's
compensadon. {Exhibit 49 at pp, 3]

161, WA’ Chiel Exeeutive Gificer, Phil Bdmundson, refused 1o relund any of WGA's
comprensation, elaiming WGA™s contract with CPV provided for WGA o recive a non-tefundsble
brokerage fee of 3256G,000. On November 3, 2002 o HE2 aan. My Edmundson wrate the
following in response 1o Heliant's request:

...I fail 1o undeestand your position given that we had 3 weitten eontracy for
that compegsation O f= myunderstanding from Rob floshwelll, anmway -
Lsitn obrionsdy checking with him (o confinm). Given that we fulfilled our

commitmen upder the conuact, [ do not understand why you are asking us
1o teturn any of ous foe.. .. {emphasts added} Id atp. 2

162, After receiving Edmundson’s email, on November 4, 2002 ot 5:3% pan., Reliant
requesicd that WGA provide a eopy of the contract referenced by Edmundson.
163, (i November 5, 2002 at 12:14 p.m. Edmundsen replied:
The contact to pay $230,000 1o WGA for this project referenced only the
Builders Risk Insuenece. Lwih cheok with ovr Inwrers s 1o whethera copy

of the contrer cag e shared with 3on - the contmet was with CPV and was
paitl 1o us by CPV.... {emphasis added) Il arp. 1

164,  WOGA did not provide a copy of this so-called contaet w Reliape The “contract”
cited by Mz, Edmundson was in fact the July 24, 2001 Ietter from Robert Bothwell to CPY. [Exhibit

45} “Fiis Jestur cid pot indicate that there was a non-refundable brokernge fer paysble to WOA.



Rather, os CPV stated in the Iowsuit it had Bled against WGA justa few munths before, the foiter, as
noted mpns, represented the $230,0(1 as 5 non-refundable deposit of insursnce premium.

165,  WGA, through dus correspondence with Helang, misle! the company reparding the
existence znd terms of this so-calfed contact. As a result, Rolizne abandeoned i1s attempts to receirs
4 partial terurn of WGA's fee.

166.  WGA did evenruslly succeed in obtaining pro-rated retum of premiums relating to
Reliant’s marine carpo policy, which had beuen placed with Lioyds through wholesale broker Miller.

167.  Specifically, WGA received 2 refond of approximately $125,000 from Miller. Miller
" sem the premium roturn to WGA so that WGA would forward it to Reliann. Instead of remarning
the money 1o Heliant 25 #t was obligated to do, WGA kept the money and did not inforn Rellam
that the insurance carve had decided 1o grant Reliant’s request for o refund.

168, When WGA's auditors questoned why WGEA had not fonwarded (s remurmn of
preminm 1o Rebant, WGA's Controller contacted a WOA Sccouns Mansger to ask sbout the return.
Hixhibit 530 at WGASS 034083) On Apal 3, 2004 at 9:57 ., the Account Manaper wrote to his
supervisor, WGA Trneipal Robent Bothweli: |

! would appreciate it i you would talk 10 [WGA's Controlles]. As yon recall,
you and Phil [Edmundson] were involred in this issue and I don't know whay
1o tell her, Fvery time I've brought this to your stiention, you have told me
not to do anything vntil you telt me to. Please help me with this one. Il

WA 53 934084
169.  Uldmawly, afier Bothwell, Edmundson, WGA's Chief Financinl Offieer, and
Controller met to discuss the situstion, WGA determined it would keep this refund of premiam. [if

at WGA 53 0484



170.  Relisnt suffered harm due to WGA's degeptions and materis] wisstatements, Had
WGA provided Roll and tuthiul tnformagon w Rellany, it would have continued to seek appropriate
refunds.
C. OTHER DECEPTIVE ACTS

171, In additian 1o deceiving chienis regarding the compensation WGA received on
insurince placements, WGA commined a variers of other unfair and decepve acts. These inclode
without limitatios, mischamsterizing reimbursement circumstances, infladng cusiomer’s premivms,
misrepresenting WGA's contingent commission practices and involvernens in reinsumaae 1o clions,
and waking contingent commissions in circumstances when WGEA bad explicidy agreed oot to do so.

i WGAs CEOQ Misled Mitford Power Company abong the Circomstanees Linder
which Milford Power £ any wns Reecciving ; urd

1720 In eardy 2003, WGA's Controlier broupht 1o the anentian of WGEA'S Chicf Executive
Officer, Phil Emdumdsan, the f2et that WGEA's brokerage fees had boen improperdy shown as
premivm on ©Milford Power's premiun finance agreements.

173, Afier conducting further research, WGA's Controller informed Edmundson that the
fee WGA charped Milford for its 2003 comumercial preperty placement had not been individuslly
disclosed to Mitford, {Exhibit 31, po 4350}

174, After yet another undiselosed fur was ¢harged and financed a5 premium durng
Milford's 12/21 /03 excess property renewal, deseibed sprr in §84-96, on or show Pebroary 27,
2004, WGA's Connoller and WGA's Chiel Financial Qfficer, Chris Rourke, submited 2 formal
Ietter to Edmundson, catlning their concerns, The two wrote that they hads

..tleep concern over aetivities and smasastions rehative to dilford Power
Company, LU, a5 well a3 other accounts written through our Energy and

Etvitonmenet Pracgce, We have determined that for the fEsl wo years




WOGA bas seported nur Fee for Servics as beine nap of the Dropeoy, prembum
bilied 1 Milfard Power.. .. femphasts added) fizxhibic 33}

175, Over half a year Inter, oo November 5, 2004, Mr, Rourke again wrote to Edmundson
snparding these concemns. in this keoer Mr Rourke siated: ... 1 connnue to be deeply troubled that

previous incidents some of which were aoted spectfisally in our lettgr 1o vou of 2/27 /6.4) remain a3

opeg...”" {emphasis added) jExhubit 23]

176, In December 2004, Edmundson perninted Rourke ro undenahe a Bmbed review of
Mitford Power's insurance placements.

177, Ahhough Mr. Rourke was not permitted to speak with witnesses and was unable 1o
obtain certain WG A fles, Rourke's review conchuded that WO A had woken at least 51,423,221 in
wndisclosed Cnmpc;ﬁnﬁun from Mifford Power. From his review of Mitford Power’s 13/31/703
Exeess Property and 7/1/04 Qeean Marine policies, Mr, Routke concluded that it was: “apparent
that [premiums] were alteted upweards 1o incorparate fees payable o WGA thar wese not diselosed
to the dient.”™ [ixhibit 34 at INS 20.13}

174, Rourke's written report abso detailed how WGA siaff had wsed misleading fnance
apreements, double baok keeping entres, "dummy inveices”, and documunt alisrstons to oblun
such fees, [I4 at ING 20-05 - 11]

179, On Januagy 4, 2003, Mr. Rouke submitted his report 1o Edmundson and WGA"s
Presidem, Pariek Veale, {Exhibiv 34}

188, On January 13, 2665, Mr. Rourke met with Edmundson o discuss hus findings. Mr.
Rowuthe weped Edmundson take comectve bemal and extemal actions. [Exlbit 35 a2 C 0229,

0231)
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181, This converaton left Ay Routke with the impression that Edmunidson intended to
mittimize or avoid communications with Milford reparding this manser. LL a0 C 0229, C 0232
182, Shonly thereafier, M Rourfe resipned rom WGA, Mr Rowke wrote in his
personst notes: " the end, | bebere Pl {Edmundson] won't do everything he should beeause be
had involvemene” 4 20 € 0233
i83.  On February 4, 2005, Edmundson wrote 2 latter 1o Milford Power disclosing
S A2 i fees WA hod inken on Miford Power's account sines 12731702, Edmuandsan weote
that WGA had determined MMilford was owed a refund of o mere S20,000. [Exhubit 56
P8+, in deseribing the reason for this refund, 3y Edmundson stoied:
Wi have discovered one ather tem wherein o fee was applivd inappropristely
in addition to 4 commission as follows on a Marine billing.... This

administragre error is such that WGA shookd and will revurn this fee of
528,000, ... {emphasis added} 14 at INS 20-537

185. Edmundson and others at WGA knew or should have known that this overcharge
was nor an Uadminisasive error”, and that Mitford was owed 8 considersbly prearer sum of money,

186, 'this decepove statement was muaterial. Milford Power relied on this statement to
sceept 2 payment of S2O008 for WGA's actons in overcharping Mitford Power on the placement,

i, WA Insimcied Insurers to Increase Customer Promivms

187, In cenuin instances, employees in WGA's Epergy and Eovironmental practice group
unfairly and deceptvely worked against customer tnterests by instrueting insurance compaaies (o

frTe Ay IBSUEANGE Quotes.

1848, 'This includes, but is not Bmited to, the following examples:

pl



(a} Caithoess Energy, LLC's 2004 General Liability and Umbrella Placements
189, Berween 2002 and 2004, Caitiness Energy, LLC (“Caithness”), a coal and renewahic
cnerpy company based in New York, used WGA 1o broker many Lnes of mnsurance,
190, On February 18, 2084 at 842 poo., WGA Accounnt Executive Brenna Melvin
received quotations from Chubb for Catthness’ Generzl Lisbiliey and Umbrella insurance.
191.  Upon receiving these quotations, Melvin replied to Chubb on February 18, 2004 ar
4:30 p.m. with 3 “ec’” copy o her suparviser, Robert Bothwell “THANK YOUT!H! Lihink | imay

inereace these preminms 3 iglo e Ll keep you posted. .. {emphasis added) [Exhibi 57 a1

CHUBBMA- 123268

152, Less thao an hour biter, at 5:39 pam., Mebvin emailed Caithness, again with a "ee”
copy 10 Bothwell: “Dear Batb: [ just received the following quotaton from Chubb. " [Exhibit 58]
The premium fgures contained in this email were Inflated in one seenario by $134,135 and in the
second scenaro by §139,384 over the promiums originally offered by Chubb,

193, Sevesal minutes buer, at 5:42 pom., Mebvin ematled Chubb agzin with 2 “ce” copy o
Bothweli: “All: Just so we are on the same page, 1 quoted the following:.." [Exhibit 3 ar
CHUBBMA-123144] Melvin's email went on to desenbe the wildle inflated promsiums she had
pravided to Caithness.

194, WGA's misrepresenations to Caithness were material and tesulied in Caithness
buing offered 2 policy at s higher poce than Chubb seupht to often.

195.  Caithness was harmed by WGA™S actons a5 it was deceived by WGA about the cost
of its insurance options. In addition, Caithness did not receive the sdvoeacy services it paid WGA

(T3] prm'id{:.
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{b) Caithness Encrgy, LLC"s 2604 Primary Prepeny Placement

196.  In 2004, Caithness remined WGA to renew its pdmary propernty policy. WGA used
the services of whelesale broker Price Forbes Partners, Lud. {"Prics Forbus™) to obtain this eoverage
{rom Lioyds.

197, While WGA and Prdee Porbes were in the process of maling this placement,
Caithniess acquired several energy faciliies kaown collectively as “Aquila”. Prior wo Caithness’
acquisition of Aquily, Llovds had been working on quoting a preminm for Aguils through anether
broker, AQN Corporation {"AON"}.

if-‘B. When WGEA learned that Cantbiness was sequining Aquila, it prompted concemn at
WGA. IEAON's Aquils program was moze competitive than the program WGA negouaed for
Caithhess, WGEA might lose the business wo AGN or another broker.  Accordingly, WGA Account
LExucutive Brenna Melvin wrote to Prve Forbes with a “ee” copy to WGEA Poncipa! Robern
Bothweth

T just speke with Rob and be wanted 1o confiom that in your dizcussions with

[LHovds] that vou emphasis [sic] the Aquily needs to e the same or hipher
than Caithness, We do ot need 1o be av enneermed aboa Iowerdng

Caithness' pp.-uxip;p ae Img]r 4 :'uguiin has the same mies 45 QUL DEopran.
{emphasts added) [Exhibiy 60

1949, In making these statements to Poce Fothes and thas 1 Lloyds, WGA failed o
represent L5 Customer’s interests and was, in fact, actively working against them.

200, WGA' misteprescatations 1o Caithness were muerial

201, Caithsess was harmed by WGA's actions as Caithness did not recsive the advocacy
sorvices WGA purpored to provide,  In addition, WGA's mistepresentanians to Calthoess wote
material and robbed Caithness of the chance to seesive more competitive quotes from Lloyds on
this placement, which may have tesubind in sipnificant premium savings far Caithness,
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202, WGA stmilarly decetved and overcharged Catthness in other wansactans.

ith, WGA Maweapliv Misrepresented its Emplovees! Roowledpe of

{ommission Proprams

203, Op Geober B, 2004, New York Anomey General Elior Spitzer sned Marsh &
McLennan Companis Inc, and Marsh, Inc., ("Mlarsh”} the warkd's largest insarance broker, alleging
that Marsh solicited sigged bids and impropueely sieered clients to insurers with which Marsh had
luerative and undisclosed contingent copumission agresments,

2. In the wake of the Marsh scandsl, WGA’s cusiomers and other insurance purchasers,
ryany of whom were previously unaware of contingent cammissions, began questioning their
brokers abowy contingent cotnmissions amd the confiiens of interest they create.

205 Inoan effort to quell such customer concorns, on October 22, 2004, WGA"s Chiel
Ezecutive OHicer, Phil Bdmundson, setit an emall 1o ot least seven bundred WOA clenis
purparting e sdidvess the issue:

We do accept “contingent camemissions” which are offered by most of our
insurers.... Ong Chief Finanend Officer maintains the details of these
nhans and he deiadds ane pog gebeased 3o mar Aceount Beeecurives. I other
wargds, the indicidial Drokerdst who corvice vour acenant have no
knowledpe of the plan derails and have po ineenive to place your busingss

with any dnsorer for any reason other than those that are in your hest
micrests, {vmphasis added) [Exhibit 61)

206, On November 14, 2004, My, Edmundson sent WGA employess a docureny
instrucing employees to respond 1o the queston of how WGA avoids conflicts of interest relating
1o eontngent commissions by teling custamers:

We do not inform our dccouns Exeentives and Account Manaeers of the

presence of these plaos sever mind the details of die plans. (emphasis added)
[Exhibit 62
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207, Following Edmundson'’s direcrives, WGA Account Executives repeatcd such
assurances to WGA's customers.

208, In fact, WGA Account Executives knew of the presense of WGA's contingent
COMMIsSon PIORTMmMS.

400, On Febary 17, 2004, WGA's Chicf Finuncial Olficer sent 2 spreadiheet to WA
Account Executives, Account Managers, and Assistant Account Mangers that summarized WGA's
rontingent commtssion arrangements with WGA's “partner carners”, [Exhibie 63} From dhiis
dacument, all WGA Account Exccutives gained knowladpe of the presence of WHA's contingent
comumission plans.

210, In additdon, WGA Pdncipels, most of whom also acted 25 Account Excoutives, wite
aware of the presence of WGA's contingent conunission programs. WGA's Chief Financial Officer
reparted WGA's parnings under these programs o WiA's Principals 2t WGA’s “Sreotepic Planaing
Group” meetings, [Exhibiz 64, p. 80 at 13-24]

211, Further, WGA Principals wers sware that Phal Edmundson had obizined a three
million detlar loan from Chubb in order to purchase and expand WGA. WGA Princpals were also
aware that under the terms of WEA's contingent commission program with Chubb, Chubb would
forgive the loan's principal and interesy i WGA placed cnough sufficiently profizble business with

Chubb. fExhila 63
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Mr Edmundson deseribed WGOATs success in Chubb's Producer Loan Program in a
February 4, 2002 smuil to WGA Prndpals:

§ wanted vou all to know that we have calculated the year-end numbiess with
Chubb and we did very, very well indeed. In addition to our regular profit.
sharing which will be appropriately fch. Yes, §say "sppropuately™ beeause we
had a great year, Our results chmbed from $2EMM 1o over 329MM. And cur
ks ratio was close to 40%% Porhaps more significantdy is that we knocked
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the socks ofi of our loan apresment with Chubb, We reduced the primapal
due back 1o Chubb on the loan by mere than $600,000! [Exhibir 66]

213, Ip some instances, Edmundson instructed WGA's Chief Financial Officer to inform
Account Exeeutives sbout WGA's contingent commussion payouis from specific carners.

214, For example, on December 23, 2003, Edmuondson instucted WGA's Chief Financial
Cficer to inform an Account Executive in WGA's Environmenial Practice ebout WGA's payment
under WGEA's contingunt commission agreement with Zurich., Edmundson wamed to ensute that
the Accoumt Executive had this information beesuse, a5 Bdmundson wrote, "Euvironmental scoms
to b important” [Exhibit 67}

A5 I other instances, WOA Account Execatives were told which bines of buginess
counted toward WGA's contngent commission agreamonts with carrises.

216, For exampe, in 2004, WGA's Chief Financisl Oificer wrotg 1o Account Executives
in WGA™s Enctgy & Environmental Practiee to inform them that WGA had succeeded in
puersusding Zonch to inchde cnergy husiness in WGEA'S comingent commission progeam, [Exhibi
68},

217, In addition to knowinp about the presence of WiGA's contingent commission
agreements, WGA Account Executives also knew the demails of WG A's continpent commission
plans,

218, Some WGEA Princpals, who acted as Account Executives, were at ames direcdy
involved in negotating comingent conupission apresments with cargiees. [Hxbibir 64, p 77-78]

219, In certain instances, WGA Account Executives corresponded direcily with insvrance
carriers regarding WGA's contingem commission progrms. Fur example, WGA Account

Executive Michae! Kearney corresponded directly with Chubb about WGA's cantingonr
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comumission payments under WOGA's Chubly/BIO Solutions Member Insutance Progmm
Agreement. [Exhibit 69

220 Tnosume instances, WGA Account Executives antended moeonngs with Insutance
carrers at which WGA’s performance with respect 1o connngent commission agreements was
discussed. For example, in Auvgust 2003, two WGA Account Fxesutives met with Zurich and
discussed WGA's production results under WGA's continpent commission agreemunt with Zunch.
[Exhibis 7O a0 WGA GOOBEG]

231 incurtain instances WGA Account Executives were forwarded emails relasing to
WA performance with respeet 1o particular cantingent commission progmms. For example, on
Eebruaty 24, 2003, WGA managemen: forwarded an email regarding WEA’s coptnpent
commissinn progean with Zurch to the WGA Account Executdve who hamdied Clean Farbors
Enviranmental Serviges' (“Clean Hlarbors”) secownt. The email made elear that WGA would lose fs
condogent commission payout from Zurich if WGA did nor place Clean Harbors with Zurich,
fxhibit 71 ar WGA 00BBEG]

222, In at Jeast some instances, the compensation proprams effered by insurance eamiers,
aried parriculardy those offered by “parmer carriee™ Chubb, did affect WGA's pheement dectsions.

223, WOA's Chief Finsocial Officer wrote in his 2003 sellievaluagon dhat he:

Chversaw and coordinaied the implemeniation of the 2003 carrier incenive
apreaments. Resnlis were mogitored throuphour the year, with an analysis
done in the eardy fall on what apreements wonld be minse luerative ind where
we shouthd divect oue business), which would be salvageable {and the

ns‘m{:mlr_& trade-ofi) nmi which were unattainable. Communication wax
] and Sales Meetines {(emphasis added)

fExchibit 72 a1 ¢ 010

224, Tn 208, 2 former WGA employee wrotle to o coleague:
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When | was Jat WGA] itswas known throwrlinug the agency that Bhit
[Edmundsan] had 1o he told of all potensial business 1o be moved from
Chithh. vabbye it pissed me off on one oocasionn when we were pushed 1o
tenew ¢ bioteeh aceount wigh Chubboeven shoueh shoere was g eoverape 1ssue
atd we eobd hove potten brosgeder eovergpee wmd beoer !“lrit_‘inj_r Mo St
Paud.... (crmphasis sdded) {Hxhibit 73 a1 MFSG 06845032

235, In Qotober of 2003, WGA Principal Richard Leaviet wrote to WGA's President,
{"hief Financial Officer, and Principal |im Smith secking poomission to move WGA's cliens,
SeaChange Inernatonal, Inc, ("Se2Change”} from Chubb:

We bave been held hosiage by Chubb in cach of the last 3 years on
SeaChiange whith renews i December, Chubb has gouged away and Lhave
been xirmally Moreed” 1o keep iowith Chubhb due 1o our poale. .. [ am
sensitive to out Chalbb reladonship so 1 am going 1o the three of you now
and asking cach of you if there are any barpers to us making this change.
femphasts added) [Exhibit 74}

226, On Aupast 30, 2002, after learning thar Lloyds wholesale broker Firsy City Insurance,
Inc. planned 1o reduce WGA'™s standard commissions, WGA President Patrichk: Veale wrote inan
email ro Mr. Bdmundson, WGA's Chief Financial Officer and WGA Principals: . This really
suchs, liet's put our Lloyds business with Chubb where we get fcontingent comnissions].” [Fahibi
75 30 WGA 804865
2 Wigdkn diree minates, WGA Prancipsl fichard Leavitt rephied to Veale:
If enly Chubb would tohe more of i1, Thar szid, | do think this position will
hurt Londen and thar e shouk! be Jooking inereasingly towaed insprers

where compmisdons ate hipher and/or where Ionotopent commissinns arel

pncﬂihign {::mph:lsis ﬂd&ﬂd} il

228, In 2003, afier learning that insurer The Hartford Finsncial Services Group, Inc
(*Harnford™ planned to reduce WOA™s standard commission rate, WGA Account Executive

dichue! Anderzon wrote 10 WGA Principal Richard Leavit:



As 5 pracricat matter, if Hantforl reduces e commission ta 12,5%, they
wonld be dierine inte my pnﬂfﬁﬂ. arpd that preans 1 divect m‘:;:g{h"mg
possibile te Chubb as long as Chubb stays with the 15%%, Exhibit 76

229 WGA knew, or should have known that its representatons regarding it employees’
knowledpe of WG A's cantingent commissian programs and the effects of those programs wese
deceptive.

230 Based on WGA's blse assurancss, clionis decided to continue their reladonships

with WG A and did pot scragnize of review past transactions for unfair practices.

iv. WGA Mueraliy Missepresented its Involverment in Reinsusance

231, WGAs Chief Executive Officer’s October 22, 2004 omail also mistepresented

WA involverment in relnsurance.  Mr. Edmundson wrote 10 WGA™s chents: ...oxo e nop

gnprpe inany Ieinsuance or other "tying” actvites. These are alsa against our policy. We do not

have 4 reinsurance departnent or division.” {wmphasis added) [Exhibit 61 20 WGA Q099524 |

233, Contrary to Mr. Ldmundon’s asserdons, WGA did pasticipate in reinsuraode.

233, Between at least 1999 and 2004, WGA was a sharehokder in o Burmuoda-based
captive reinsurance company eatled Mountain View Indemnity, Ltd "MV},

234, MV was established by Chubb 1o benefit seleet reginnal brofers. Chubb imvired
brokers, including WGA, 1o partner with Chubb by becoming o sharcholder m MV Chubb
marketed MV to brokers zs a means of “aligaing” their interests with Chubb's. {Exhibie 77 at
Chubb.034205]

335, | In order to join MV1, Chubb reguired that WGA invest $50,008 and commit to write
4 fixed amount of sow business with Chubb over the next three years. [{d ar CHUBBA{134206,

Chubh -035209] Chubb in i agreed to vse MVI 1o reinsure 2096 of the premiums of certun
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chients that WGA placed with Chubh, thereby allowing WGA o share in the underwriting profits
contained in it client's Chubl premibums. [ld a0 CHUBB-(34205]

236, Becoming an MV sharcholder murned WGA into a retnsurer with 4 (naneial interest
it keeping high premium, low-claim policies with Chubl and its own reinsurance company, MVL

237, WGA acdvely participated in MVE Beoween 1999 and 2004 WGA ceded over ane
hundred insurance policies ta the captive. [Exhibis 78] o 2004, WGA’s Presidens, Pamick Veale,
served s the Regional President for MV1s New Enpland cell

238, WGA knew, or shuald have known that its staremens reparding WGA's reinsurande
activides wore decepve.,

238, Based on WGA's false assurances, clients decided 1o conrnue their relationships

with WGA and did not senatinize or review past transactions for wnliir practices.

v. WGA Took Contingent Commissions an a Customeds Placements in Viokuinn olsts
Contrpet with the Customos

7460, In December 2004, WGA entered imo 2 contract with Midford for placement of fis
insuranee policies.
241, The contract provided for Milford t pay WGA a fee of $326,000 for placing and
servicing all of Milford's property and easualty insurance coverages.
242, ‘The contraet stated:
... WGA is pot receiving compensation from other parties with respect (o
the Services, inchuding but not lmited to direer, indireet or coptingent
cominissions.... [{xhibit 78]
243, Invioktion of this sgreement, WGA taok continpent commissions from Chubb
relating ta bis placement of Mifond Power's peneral Iability, umbrella, milrosd protective fisbiliyy,
i p s ) p ;

and non-owned auio COVEIIEES.



I WGA, by its aprecment to eschew contingent commission payments, misied Milford
Power regarding WOA's remuneration and its incentives for placing business with a pavticular
insurer. WG knew, or should have known that its promise not to tnke contngent comnissions oo
this placement while acrually sccepting them was deceptive. Milford Power did not seceive the
conflist free services that it believed WGA was providing.
VI, CAUSES OF ACTION

Caunt One
(Unfair or Deceptive Acts or Practices in viokhiton of G.L. ¢ 934,82

245, The Commonwealih incarporates by reference the aliegations of pamgeaphs 13
through 244 of the Complaini.
246, WA enpaped in unfair or deceptive acts or practices, covsing fnancial harm to its
customers, The Anorner Genera! brings this acton under Gla ¢ 934, 5 4
247, WOA's unfalr ar deceptive agts or practices include, bur are not limited o
a) charping clients undisclosed and excessive compensation for hrokerage services;
b} providing records and submitting invoices 1 chionts that miscepresented WGA's
compensaton amd the pace of insuranee policies;
¢} alering tnsurnce policles and documentation WGA received from insurnee
carriers before fonvarding such documentation w clivns;
d) instmacsing employees not 10 release presyum figures and/or the amouns of
WEA's compensation to ghients;
¢} securing false and misteading documentation from premiom finance companies
that hid WGA s excessive and undisclosed compensaiion;

) providing false representations that promiwn finance apreement schedules were
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248

248,

b}

i

k)

1

1)

agourate;

deceiving a client about the circumstances under which WEA concluded 2
refund was owed to the clienr

deceivinp o clicnt by claiming that WGA's contract provided for a non-
refundable brokerape fee payment 10 WGA, when this was not the casg

faiting to remit 2 pramivm retue that was dus and owing to WGA's clieny
requesting that insurance companies ol the puce af Insurance guolations, it
direct conflic: with WGA's responsibility 1o bargain on behalf of its customer;
deceiving clients about which WGA employees ware aware of WGOA’s contingent
commission agreemnents with insurance carriers and the effects of those
RQIELITENLS;

deceiving clienis about WOA™S paniapation in reinsurance; and

receiving contnpent conunissions on tnsurnce placemenis when WGA hoad

speaifieally agreed not o do so.

Jefendant WGA's mistepreseniations o its chents were materal.

Drefendant WGA knew or should have know thar it was comnuning actions that

were uifair or deceptive in violtion of GL. . 93A { 2(a)

2560,

Defendant WGEA's customurs suffored hatm based oo WGA's uniatr and deceptive

rchavior, inchading, but siot Hmited to overpayment for insurance products amd ovorpaymens

to WGA of commissions and brokerage fees.

258,

Pussuant to G.L. ¢ %934 § 4, the Commanweahl provided the reguired nodes hefore

filing this action.
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Count Two
(Unjust Enrichment)

232 The Commuonwealth incorparates by reference the allegutions of paragraphs 13
through 351of the Complaint.
253, By the aforcmunnoned acts, Pefendant WGA wos unjustly cordched and should be
required to disporge its ill-gotten gains.
Vil RELIEF REQUESTED
WHEREFORE, the Cormmonwealth requests that this Cour:
244, Enter judgment in its favor, and against Defendant WGA for damages pursuant to
GL o DIACL
255, Order Defendant WGA to pay sivil penalties as provided for under G.L. . 934, 54
256, Opder Defendant WiGA ro pay restitwtion and disgorge alf i} gotten gains under UL
¢. 934 and the cammon law of unjust endchment.
257, Order Defendant WGA 1o pay the Commenwealth the costs of investgation and
litigation, including antorneys’ fees, pursuant to Gl ¢ 934, 5 44
255 Order Defendant WGA (o
a} refrain from enpaping in any unfair or deceptive pracuces in brokering or scling
msurance products;
b} provide written pre-binding disclusure o cusiomers of any fees that WGA will
charge and any additional remuneraton WGA obained relating to such

cusromer business;
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() provide written pre-binding disclusure to customers of the material terms of all
continpent commission programs in which the WGA takes part and any canflicts
of interest such programs may creaie.

250 (3rant such other and further relief as the Count deems eguitable and proper,

Respretfully St;b[rﬁttud,

COMMONWEALTH OF MASSACHUSETTS
MARTRHA COARLEY
ATTORNEY GENERAL

p o
Dare: December 19, 2007 By: -{"‘:':Z/ o ——
Glena 8. Kaplan, BBO #367308
hi. Claire Masinton, BBO 2646718
Assistant Auameys General
Public Prowetion & Advocaey Burean
Oine Ashburnton Place
Bason, hEA 02108
(617} 7272200, exrs. 2453, 2454
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